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254/745-2500 or 800/207-8515 a heighborly company
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As a franchisee, you will install and repair appliances, sell new and used appliances, and clean dryer vents
for residential and commercial customers.

The total investment necessary to begin operation of a Mr. Appliance® franchise ranges from $113,750 to
$204,350. This includes $65,349 that must be paid to the franchisor and our affiliate. It does not include fees
for additional territory (beyond the minimum 150,000), for which we charge $425 per 1,000 population.

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

You may wish to receive your disclosure document in another format that is more convenient to you. To
discuss the availability of disclosures in different formats, contact Bradley Stevenson, 1010 North
University Parks Drive, Waco, Texas 76707, (254) 745-2400.

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: April 1, 2024, as amended July 1, 2024
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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 I earn? Item 19 may give you information about outlet
sales, costs, profits or losses. You should also try
to obtain this information from others, like
current and former franchisees. You can find
their names and contact information in Item 20 or

Exhibits E & F.
How much will I need to | Items 5 and 6 list fees you will be paying to the
invest? franchisor or at the franchisor’s direction. Item 7

lists the initial investment to open. Item §
describes the suppliers you must use.

Does the franchisor have the | Item 21 or Exhibit C includes financial
financial ability to provide | statements. Review these statements carefully.
support to my business?

Is the franchise system stable, | Item 20 summarizes the recent history of the
growing, or shrinking? number of company-owned and franchised
outlets.

Will my business be the only | Item 12 and the “territory” provisions in the
MR. APPLIANCE business in my | franchise agreement describe whether the
area? franchisor and other franchisees can compete
with you.

Does the franchisor have a | Items 3 and 4 tell you whether the franchisor or
troubled legal history? its management have been involved in material
litigation or bankruptcy proceedings.

What’s it like to be a MR. | Item 20 or Exhibits E & F lists current and
APPLIANCE 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 B.

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

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

2. Mandatory Minimum Payments. You must make minimum license fee
and MAP fee payments, regardless of your sales levels. Your inability to make the
payments may result in termination of your franchise and loss of your investment.

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

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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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:

Each of the following provisions is void and unenforceable if contained in any documents relating to a
franchise:

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

(2) 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.

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

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

() If the franchisor’s most recent financial statements are unaudited and show a net worth of
less than $100,000, the franchisor shall, at the request of a franchisee, arrange for the escrow of initial
investment and other funds paid by the franchisee or subfranchisor 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.

Any questions regarding the notice should be directed to:

State of Michigan
Consumer Protection Division
Attention: Franchise
G. Mennen Williams Building, First Floor
525 West Ottawa
Lansing, Michigan 48933
Telephone: 517-373-7117

MRESARPS1264CH 38934FDD



ITEM

O 0 9 &N N B~ W N -

_—
—_ O

12
13
14
15

16
17
18
19
20
21
22
23

FRANCHISE DISCLOSURE DOCUMENT

TABLE OF CONTENTS

PAGE
THE FRANCHISOR, AND ANY PARENT, PREDECESSORS AND AFFILIATES ................. 1
BUSINESS EXPERIENCE. ..ottt 11
LITIGATION ..ottt ettt st 13
BANKRUPTCY ...oiiiiiiiiii ittt 15
INITIAL FEES ..ottt st 15
OTHER FEES ..ottt st 19
ESTIMATED INITIAL INVESTMENT .......oooiiiiiiiiiiiiiceecee e 31
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES.........cccocoiiviiiiniiiniieene 35
FRANCHISEE’S OBLIGATIONS ....cooiiiiiiiiiiiit et 40
FINANCING ..ottt ettt e st 41
FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND
TRAINING. ..ottt sttt s e s 43
TERRITORY ...ttt st et s e s 55
TRADEMARKS ... ettt 58
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION ......cccccceviimmiiiiinniieeannns 60
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISE BUSINESS ... ..ottt s 61
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL .....cccccccoiiiiniiiiiiiiiceieeee 61
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION.........ccccccueeeennnn 62
PUBLIC FIGURES . .....coiiiiitiiteee ettt sttt s 67
FINANCIAL PERFORMANCE REPRESENTATIONS .......coooiiiiiiiiiiiiiceeeec e 67
OUTLETS AND FRANCHISEE INFORMATION.........ccooiiiiiiiniiiiiieeeceecenec e 69
FINANCIAL STATEMENTS ... ..oiiiiiiieeeeteee ettt 78
CONTRACTS ...t ettt s e et s et e s e esanee e 79
RECEIPTS ...ttt ettt ettt et et st et e e s e senee e 79

DMS US.361913583.8 .
MR. APPLIANCE — 2024 FDD 1



EXHIBITS

A FRANCHISE AGREEMENT AND SCHEDULES
Schedule A.  Data Sheet
Schedule B. ~ ACH Form
Schedule C.  Personal Guarantee
Schedule D.  Acknowledgement Addendum
Schedule E.  Telephone Number and Internet Agreement
Schedule F. Confidentiality Agreement
Schedule G.  Promissory Note and Security Agreement
Schedule H.  Roll-In Addendum
Schedule 1. Excluded Services Addendum
Schedule J State Addendum

AGENCIES/AGENTS FOR SERVICE OF PROCESS

FINANCIAL STATEMENTS

PARENT GUARANTEE

CURRENT FRANCHISEES IN THE UNITED STATES AS OF DECEMBER 31, 2023
FRANCHISEES IN THE UNITED STATES WHO LEFT THE SYSTEM IN THE PAST 12
MONTHS AS OF DECEMBER 31, 2023

OPTION TO PURCHASE AGREEMENT

RENEWAL ADDENDUM

GENERAL RELEASE [SAMPLE]

PROTRADENET AGREEMENT

LICENSE & MAINTENANCE AGREEMENT

ASSIGNMENT AND CONSENT AGREEMENT

BUYER COMMITMENT AGREEMENT

STATE ADDENDA AND FRANCHISE AGREEMENT RIDERS

STATE EFFECTIVE DATES

mTHoOOQWw

ZZEo RS =IO
N —

APPLICABLE STATE LAW MIGHT REQUIRE ADDITIONAL DISCLOSURES RELATED TO THE
INFORMATION CONTAINED IN THIS DISCLOSURE DOCUMENT. THESE ADDITIONAL
DISCLOSURES, IF ANY, APPEAR IN EXHIBIT M.

DMS US.361913583.8 ..
MR. APPLIANCE — 2024 FDD 1



ITEM 1
THE FRANCHISOR, AND ANY PARENT, PREDECESSORS AND AFFILIATES

For ease of reference in this disclosure document, the franchisor, Mr. Appliance SPV LLC, is

29 ¢ ER]

referred to as “we,” “us” or “Franchisor,” and sometimes “Appliance” and the person who buys the
franchise is referred to as “you”, “your”, or “Franchisee”. The business that is operated under the
Franchise Agreement is referred to as the “franchise” or the “Business” and the right to operate granted
by the Franchise Agreement is sometimes referred to as the “license” or “franchise.” If you are a legal

entity, the provisions of the Franchise Agreement and related agreements apply to your owners.

This disclosure document outlines and summarizes some contractual obligations of both the
Franchisor and the Franchisee which are found in the Franchise Agreement and other agreements. For
ease of reference and understanding, these obligations may be paraphrased or described in general terms
in this document.

The Franchisor and Predecessor

The Franchisor is Mr. Appliance SPV LLC. We are a Delaware limited liability company
organized on November 13, 2020. We maintain our principal place of business at 1010 North University
Parks Drive, Waco, Texas 76707. We do business under our corporate name and under the name MR.
APPLIANCE". Our agents for service of process are listed on Exhibit B.

Our predecessor and affiliate is Mr. Appliance LLC, which was originally incorporated as a
Texas corporation on January 4, 1996 and subsequently converted to a Texas limited liability company on
December 31, 2011 (“Predecessor”). Predecessor’s principal place of business is 1010 North University
Parks Drive, Waco, Texas 76707. Predecessor offered franchises for the operation of Mr. Appliance
businesses since its organization in 1996 until the closing of the 2021 Securitization Transaction (as
defined below) in March 2021. Predecessor has not offered franchises in any other line of business. We
have not had any other predecessors during the 10-year period immediately before the date of this
disclosure document.

Our Business Experience

Since 1996, Predecessor and we have offered franchises which install and repair appliances, sell
new and used appliances and clean dryer vents for residential and commercial customers. We offer these
franchises as “start-ups” or you have the option to convert an existing business into a Business. We do not
own or operate any franchises. We have not offered franchises in any other line of business nor engaged
in any other activity. As of December 31, 2023, there were a total of 325 Mr. Appliance franchises in
operation in the U.S. We and/or our licensees also offer franchises internationally in various countries, as
identified below.

Our Parents and Affiliates

We are a direct, wholly-owned subsidiary of Neighborly Assetco LLC (“Parent”). The name and
principal business address of each of our direct or indirect parents that exercise control over the policies
and direction of the System (as defined below) are as follows:

Name of Company Principal Business Address Ownership or Control of Company
Nest Holdings LP 2800 Sand Hill Road, Suite 200 Controlled by investment funds
Menlo Park, CA 94025

iR\ DS, 8640 19684 BDD




Name of Company

Principal Business Address

Ownership or Control of Company

(“Nest Holdings”)

affiliated with Kohlberg Kravis
Roberts & Co. L.P.

Nest Holdings Inc.
(“Nest Holdco™)

2800 Sand Hill Road, Suite 200
Menlo Park, CA 94025

Wholly owned by Nest Holdings

Nest Topco Guarantor Inc.
(“Nest Guarantor™)

2800 Sand Hill Road, Suite 200
Menlo Park, CA 94025

Wholly owned by Nest Holdco

Nest Topco Borrower Inc.
(“Nest Topco Borrower”)

2800 Sand Hill Road, Suite 200
Menlo Park, CA 94025

Wholly owned by Nest Guarantor

Nest Bidco Inc.
(“Nest Bidco™)

2800 Sand Hill Road, Suite 200
Menlo Park, CA 94025

Wholly owned by Nest Topco
Borrower

Balcones Holdco, Inc.
(“Balcones Holdco™)

2800 Sand Hill Road, Suite 200
Menlo Park, CA 94025

Wholly owned by Nest Bidco

TDG Intermediate, LLC
(“Intermediate™)

2800 Sand Hill Road, Suite 200
Menlo Park, CA 94025

Wholly owned by Balcones Holdco

Neighborly Company 1010 North University Parks Drive | Wholly owned by Intermediate
(“Manager”) Waco, Texas 76707

Dwyer Acquisition Parent, | 1010 North University Parks Drive | Wholly owned by Manager
Inc. (“DAP”) Waco, Texas 76707

TDG Holding Company 1010 North University Parks Drive | Wholly owned by DAP
(“TDGHC”) Waco, Texas 76707

The Dwyer Group, Inc. 1010 North University Parks Drive | Wholly owned by TDGHC
(“TDG”) Waco, Texas 76707

The Dwyer Group LLC 1010 North University Parks Drive | Wholly owned by TDG
(“Dwyer”) Waco, Texas 76707

Dwyer Franchising LLC 1010 North University Parks Drive | Wholly owned by Dwyer
d/b/a Neighborly Waco, Texas 76707

(“Neighborly”)

Neighborly SPV

1010 North University Parks Drive

Wholly owned by Neighborly

Guarantor LLC Waco, Texas 76707

(“SPV Guarantor”)

Neighborly Issuer LLC 1010 North University Parks Drive | Wholly owned by SPV Guarantor
(“Issuer”) Waco, Texas 76707

Neighborly Assetco LLC | 1010 North University Parks Drive | Wholly owned by Issuer

Waco, Texas 76707

On August 31, 2021, Nest Bidco, a Delaware corporation, purchased from TDG Investment
Holdings, LP all of the issued and outstanding shares of common stock of Balcones Holdco under the
terms of a Stock Purchase Agreement dated June 30, 2021 by and among Nest Bidco, Balcones Holdco,
and TDG Investment Holdings, LP (“KKR Acquisition”). Upon the closing of the KKR Acquisition,
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Nest Bidco became our indirect parent company. Nest Bidco is controlled by investment funds affiliated
with Kohlberg Kravis Roberts & Co. L.P., which is a leading global investment firm (“KKR”).

We currently have no affiliates required to be included in this item except as provided below.

The following affiliates are wholly-owned direct subsidiaries of Parent and they offer franchises in the
U.S. under separate franchise disclosure documents:

Since 1992, Aire Serv SPV LLC, a Delaware limited liability company (“Aire Serv”) and its
predecessor (Aire Serv LLC) have offered franchises which provide installation, maintenance and repair
of residential and commercial heating, ventilating and air-conditioning equipment under the name AIRE
SERV™. At various times since 1992, Aire Serv’s predecessor had also offered regional or area franchises
which solicited prospective franchisees in selected areas and/or provided services to its franchisees in
selected areas. There are no Aire Serv franchisees with regional or area franchise rights, and Aire Serv’s
predecessor has not offered or sold any regional or area franchises since at least 2012. Aire Serv
maintains its principal place of business at 1010 North University Parks Drive, Waco, Texas 76707. As of
December 31, 2023, there were a total of 197 Aire Serv franchises in operation in the U.S. Aire Serv has
never conducted business or offered franchises of the type described in this disclosure document.

Since April 2011, Dryer Vent Wizard SPV LLC, a Delaware limited liability company (“DVW”)
and its predecessor (Dryer Vent Wizard International LLC) have been offering franchises for the
operation of businesses providing installation and repair of, and cleaning products and services for: dryer
vents, bathroom vents, kitchen vents, appliances, exhaust vents, air movement systems and washing
machine filters and hoses to enhance the performance and safety of clothes dryers and other household
appliances to residential and commercial customers, under the Dryer Vent Wizard® name. DVW
maintains its principal business address at 1010 North University Parks Drive, Waco, Texas 76707. As of
December 31, 2023, there were a total of 147 Dryer Vent Wizard franchises in operation in the U.S.
DVW has never conducted business or offered franchises of the type described in this disclosure
document.

Since September 2007, Five Star Painting SPV LLC, a Delaware limited liability company (“Five
Star Painting”), and its predecessors (Five Star Painting, LLC and Five Star Painting, Inc.) have offered
franchises which perform and provide residential and commercial painting services and other related
products and services under the name Five Star Painting®. Five Star Painting maintains its principal place
of business at 1010 North University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there
were a total of 234 Five Star Painting franchises in operation in the U.S. Five Star Painting has never
conducted business or offered franchises of the type described in this disclosure document. On March 25,
2016, ProTect Painters International, LLC (“ProTect Painters”), a Michigan limited liability company,
merged with and into Five Star Painting’s predecessor, with Five Star Painting’s predecessor being the
surviving entity in the merger (the “Merger”). As a result of the Merger, Five Star Painting’s predecessor
offered, and now Five Star Painting offers, franchises under both, the Five Star Painting marks and the
ProTect Painters marks. As of December 31, 2023, there were two ProTect Painters franchises in the U.S.

Since March 2004, Glass Doctor SPV LLC, a Delaware limited liability company (“Glass
Doctor”), and its predecessor (Synergistic International, LLC) have offered franchises that repair and
replace auto and/or flat glass under the name GLASS DOCTOR®. From 1977 to March 2004, Glass
Doctor’s predecessors offered similar franchises. Glass Doctor maintains its principal place of business at
1010 North University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of
165 Glass Doctor franchises in operation in the U.S. Glass Doctor has never conducted business or
offered franchises of the type described in this disclosure document.
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Since April 2010, The Grounds Guys SPV LLC, a Delaware limited liability company (“Grounds
Guys”), and its predecessor (The Grounds Guys LLC) have offered franchises which perform and provide
commercial, residential and municipal property maintenance, landscaping and hardscaping services, snow
and ice maintenance services, trash and debris removal, arboriculture services, lawn renovation, turf care
services and other related products and services under the name The Grounds Guys®. Grounds Guys
maintains its principal place of business at 1010 North University Parks Drive, Waco, Texas 76707. As of
December 31, 2023, there were a total of 225 The Grounds Guys franchises in operation in the U.S.
Grounds Guys has never conducted business or offered franchises of the type described in this disclosure
document.

Since 1979, HouseMaster SPV LLC, a Delaware limited liability company (“HMS”), and its
predecessors (HM Services, LLC) have been offering franchises for the operation of a building inspection
and related services business under the HouseMaster™ trademark. HMS maintains its principal business
address at 1010 North University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were
a total of 242 HouseMaster franchises in operation in the U.S. HMS has never conducted business or
offered franchises of the type described in this disclosure document.

Since 2005, Junk King SPV LLC, a Delaware limited liability company (“JUK”) and its
predecessors (Junk King Industries, LLC, Junk King Franchise Systems, Inc., and Junk King, LLC) have
been offering franchises for the operation of businesses providing junk removal, dumpster and recycling
services and related services under the Junk King® name. JUK maintains its principal business address at
1010 N. University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of 169
Junk King franchises and three affiliate-owned businesses in operation in the U.S. Through an agreement
with The Dwyer Group Canada, Inc., JUK offers franchises for the same type of business in Canada under
the trademark Junk Works, as described below. JUK has never conducted business or offered franchises
of the type described in this disclosure document.

Since January 2023, Lawn Pride SPV LLC, a Delaware limited liability company (“LAP”) has
been offering franchises for the operation of a business that provides lawn care and maintenance services
through the application of fertilizer and other products, perimeter pest control services, and performance
of related services including fungus control and prevention, grub treatments, aeration, mole control, and
tree and shrub feeding and insect control (but specifically excluding mosquito or other flying pest, tick
and flea control services), to both residential and commercial customers under the Lawn Pride trademark.
LAP maintains its principal business address at 1010 North University Parks Drive, Waco, Texas 76707.
As of December 31, 2023, there were five Lawn Pride franchised outlets and one affiliate-operated Lawn
Pride business in operation in the U.S. LAP has never conducted business or offered franchises of the
type described in this disclosure document.

Since May 1984, Molly Maid SPV LLC, a Delaware limited liability company (“Molly Maid”),
and its predecessors (Molly Maid LLC and Molly Maid, Inc.) have offered franchises for the operation of
businesses that offer professional residential housekeeping services as well as a carpet cleaning program
under the name Molly Maid®. Molly Maid maintains its principal place of business at 1010 North
University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of 464 Molly
Maid franchises in operation in the United States and Puerto Rico. Molly Maid has never conducted
business or offered franchises of the type described in this disclosure document.

Since 2012, Mosquito Joe SPV LLC, a Delaware limited liability company (“MoJo”), and its
predecessor (Mosquito Joe Franchising, LLC) have been offering franchises for the operation of
businesses providing services and equipment to both residential and commercial customers to control
undesirable outdoor insects, such as mosquitoes, ticks and fleas, under the Mosquito Joe® name. MolJo
maintains its principal business address at 4490 Holland Office Park, Suite 100, Virginia Beach, VA
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23452. As of December 31, 2023, there were a total of 416 Mosquito Joe franchises in operation and 2
affiliate operated units in the U.S. MoJo has never conducted business or offered franchises of the type
described in this disclosure document.

Since 1994, Mr. Electric SPV LLC, a Delaware limited liability company (“Electric”), and its
predecessor (Mr. Electric LLC) have offered franchises which perform electrical services and repairs
under the name MR. ELECTRIC®. At various times since 1995, Electric’s predecessor had also offered
regional or area franchises which solicited prospective Mr. Electric franchisees and/or provided services
to Mr. Electric franchisees in selected areas. There have been no Mr. Electric franchisees with regional or
area franchise rights since 2014 and Electric’s predecessor has not offered or sold any regional or area
franchises for at least the last decade. Electric maintains its principal place of business at 1010 North
University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of 189 Mr.
Electric franchises in operation in the U.S. Electric has never conducted business or offered franchises of
the type described in this disclosure document.

Since January 2000, Mr. Handyman SPV LLC, a Delaware limited liability company (“Mr.
Handyman”), and its predecessor (Mr. Handyman International, L.L.C.) have offered franchises for the
operation of companies dedicated to performing business and residential maintenance and repair services
under the name Mr. Handyman®. Mr. Handyman maintains its principal business address at 1010 North
University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of 329 Mr.
Handyman franchises in the U.S. Mr. Handyman has never conducted business or offered franchises of
the type described in this disclosure document.

Since 1993, Mr. Rooter SPV LLC, a Delaware limited liability company (“Rooter”), and its
predecessor (Mr. Rooter LLC) have offered franchises which provide plumbing and plumbing repair
services; sewer, drain and pipe cleaning services; septic tank pumping; water heater replacement; TV pipe
inspection; line and leak detection; hydronics; excavation and replacement of sewer lines and other
related services and products in homes and commercial buildings under the names MR. ROOTER" and
AMERICA’S TROUBLE SHOOTER®. At various times since 1990, predecessors of Rooter also offered
area franchises which solicited prospective Mr. Rooter franchisees and/or provided services to Mr. Rooter
franchisees in selected areas. There are currently no Mr. Rooter franchisees with regional or area
franchise rights, and Rooter no longer offers any regional or area franchises. Rooter maintains its
principal place of business at 1010 North University Parks Drive, Waco, TX 76707. As of December 31,
2023, there were a total of 215 Mr. Rooter franchises and 3 affiliate-operated locations in operation in the
U.S. Rooter has never conducted business or offered franchises of the type described in this disclosure
document. As of December 31, 2023, Rooter also had 4 franchised locations in the UK (through a master
franchise relationship).

Since February 2005, Precision Door Service SPV LLC, a Delaware limited liability company
(“PDS”) and its predecessor (Precision Holdings of Brevard, Inc.) have been offering franchises for the
operation of a business that provides garage door repair and service under the Precision Garage Door
Service™ trademark. PDS maintains its principal business address at 2395 Washington Avenue, Suite 5,
Titusville, Florida 32780. As of December 31, 2023, there were a total of 118 Precision Garage Door
Service™ franchised outlets in operation in the U.S. PDS has never conducted business or offered
franchises of the type described in this disclosure document.

Since 1981, Rainbow International SPV LLC, a Delaware limited liability company (“Rainbow
International”), and its predecessor (Rainbow International LLC) have offered franchises which provide
carpet cleaning, dyeing, repair, reinstallation and related services; upholstery, drapery and ceiling
cleaning and related services; and deodorization services under the names RAINBOW RESTORATION®,
RAINBOW INTERNATIONAL®, RAINBOW INTERNATIONAL CARPET CARE & RESTORATION
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SPECIALIST®, RAINBOW INTERNATIONAL RESTORATION & CLEANING® and RAINBOW
INTERNATIONAL RESTORATION®. In 1997, Rainbow International’s predecessor added an option to
perform air duct cleaning services. In 2000, Rainbow International’s predecessor added water, smoke and
disaster restoration services. In 2001, Rainbow International’s predecessor added an option to perform
mold remediation services. At various times since 1993, Rainbow International’s predecessor had also
offered regional or area franchises which solicited prospective Rainbow International franchisees and/or
provided services to Rainbow International franchisees in selected areas. There are currently no Rainbow
International franchisees with regional or area franchise rights, and Rainbow International’s predecessor
has not offered or sold any regional or area franchises since at least 2012. Rainbow International
maintains its principal place of business at 1010 North University Parks Drive, Waco, Texas 76707. As of
December 31, 2023, there were a total of 313 Rainbow Restoration franchises in operation in the U.S. In
addition, Rainbow International offers Rainbow Restoration franchises in the UK (through a master
franchise relationship), with 50 franchises in operation in the UK as of December 31, 2023. Rainbow
International has never conducted business or offered franchises of the type described in this disclosure
document.

Since 2005, Real Property Management SPV LLC, a Delaware limited liability company
(“RPM”), and its predecessor (Property Management Business Solutions, LLC) have been offering
franchises for the operation of businesses providing property management services, including
management of maintenance and repair services and rent collection under the Real Property Management
name. RPM maintains its principal business address at 1010 North University Parks Drive, Waco, Texas
76707. As of December 31, 2023, there were a total of 423 Real Property Management franchises in
operation in the U.S. RPM has never conducted business or offered franchises of the type described in
this disclosure document.

Since May 2008, ShelfGenie SPV LLC, a Delaware limited liability company (“ShelfGenie”),
and its predecessor (ShelfGenie Franchise Systems, LLC) have been offering franchises for the operation
of a business that designs and installs customized solutions for new and existing cabinets, pantries and
other structures under the ShelfGenie™ trademark. ShelfGenie maintains its principal business address at
1010 North University Parks Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of
225 ShelfGenie franchised outlets and 16 affiliate-operated outlets in operation in the U.S. ShelfGenie
has never conducted business or offered franchises of the type described in this disclosure document.

Since 1998, Window Genie SPV LLC, a Delaware limited liability company (“Window Genie”),
and its predecessor (FOR Franchising, LLC) have offered franchises for the operation of a residential and
commercial window cleaning, window tinting and pressure washing business operated under the Window
Genie® name. Window Genie maintains its principal business address at 1010 North University Parks
Drive, Waco, Texas 76707. As of December 31, 2023, there were a total of 106 Window Genie
franchises in operation in the U.S. Window Genie has never conducted business or offered franchises of
the type described in this disclosure document.

The following portfolio company of KKR offers franchises in the U.S.:

Modern Market Franchising, LLC (“MMF”’). MMF is a franchisor that offers franchises
for premium fast casual restaurants under the name “Modern Market Eatery” and related trademarks with
a menu consisting of freshly prepared sandwiches, salads, plated dishes, soups, pizzas, and beverages.
MMEF’s principal place of business is 1600 Champa Street, Suite 340, Denver, Colorado 80202. MMF
became a KKR-affiliated franchise program in February 2019. MMF has been franchising since 2020,
and, as of December 31, 2023, there were 31 Modern Market restaurants (7 franchised and 24 company-
owned). MMF has not offered franchises in any other line of business.
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The affiliates named above offer franchises using separate franchise disclosure documents. We
will make any of those disclosure documents available to you upon request.

The following affiliates are direct or indirect wholly-owned subsidiaries of Neighborly and they
offer franchises outside the U.S.:

The Dwyer Group Canada, Inc. (“TDGC”), a wholly owned subsidiary of Neighborly since
January 1998, was incorporated in the Province of Ontario, Canada on January 21, 1998. TDGC has the
right to offer and sell Aire Serv, Dryer Vent Wizard, Five Star Painting, Glass Doctor, HouseMaster, Junk
Works, Mr. Appliance, Mr. Electric, Mr. Handyman, Mr. Rooter, Rainbow Restoration, ShelfGenie and
The Grounds Guys franchises in Canada under 3-party agreements between TDGC, us or the applicable
affiliate-franchisor, and the franchisee. TDGC, in cooperation with us or such affiliate-franchisor,
provides, support and supervision and, at times, assistance or guidance, to Canadian franchisees operating
under our or the affiliate’s trademarks and systems. TDGC maintains its principal place of business at
1010 North University Parks Drive, Waco, Texas 76707. As of December 31, 2023, TDGC had 13 Mr.
Handyman franchises, 24 Mr. Rooter franchises, 18 Rainbow Restoration franchises, 12 Glass Doctor
franchises, 12 Mr. Appliance franchises, 8 Mr. Electric franchises, 10 Aire Serv franchises, 6 Dryer Vent
Wizard franchises, 14 Five Star Painting franchises, 28 The Grounds Guys franchises, 24 HouseMaster
franchises, 18 ShelfGenie franchises and 5 Junk Works franchises in operation in Canada. TDGC offers
franchises in Canada for the same type of business as described in this disclosure document.

Real Property Management Canada, LLC, f/k/a Real Property Management Canada, Inc.
(“RPMC”), was incorporated on September 5, 2008 and is located at 1010 North University Parks Drive,
Waco, Texas 76707. RPMC was formed to be the franchisor of Real Property Management businesses in
Canada, and it is currently operating in that capacity. RPMC has offered and sold one Real Property
Management master franchise in Canada under the name Real Canadian Property Management Limited
Partnership, with 38 sub-franchises in operation in Canada as of December 31, 2023. RPMC does not
offer franchises in any other line of business. Additionally, RPMC has never conducted business or
offered franchises of the type described in this disclosure document.

Dwyer (UK Franchising) Limited (“Dwyer UK”), a wholly-owned subsidiary of Neighborly since
March 9, 2012, was incorporated in England and Wales on March 9, 2012. Dwyer UK has the right to
offer and sell Aire Serv and Mr. Electric franchises in the United Kingdom using agreements between
Dwyer UK and the franchisee. Dwyer UK, in cooperation with Aire Serv and Electric, provides support
and supervision and, at times, assistance or guidance, to franchisees operating under those trademarks and
systems in the United Kingdom. Dwyer UK maintains its principal place of business in Five Mile House,
128 Hanbury Rd., Stroke Prior, Bromsgrove, Worcester EG B60 4JZ, United Kingdom. As of December
31, 2023, Dwyer UK had 3 Mr. Electric franchises and 2 Aire Serv franchises. Dwyer UK has the right to
offer franchises in the United Kingdom for the same type of business as Aire Serv and Electric offer in
the U.S. under separate franchise disclosure documents.

In October 2015, a wholly-owned subsidiary of Neighborly, Drain Doctor Holdings Limited
(f/k/a Dwyer DD UK Limited), a private limited company registered in England and Wales, acquired
ownership of Rooter’s UK master licensee that had been offering Mr. Rooter franchises in the U.K. under
the name Drain Doctor® and had 67 franchises in the UK as of December 31, 2023.

Rainbow International Systemzentrale Deutschland GmbH (“Rainbow Germany”), a wholly-
owned subsidiary of Neighborly since September 18, 2014, was incorporated in Germany on September
18, 2014. Rainbow Germany has the right to offer and sell Rainbow Restoration franchises in Germany
using agreements between Rainbow Germany and the franchisee. Rainbow Germany, in cooperation with
Rainbow International, provides support and supervision and, at times, assistance or guidance, to
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franchisees operating under the Rainbow Restoration marks and system in Germany. Rainbow Germany
maintains its principal place of business at FlozstraBe 18, 73433 Aalen, Germany. As of December 31,
2023, Rainbow Germany had 36 Rainbow Restoration franchises in Germany. Rainbow Germany has the
right to offer franchises in Germany for the same type of business as Rainbow International offers in the
U.S. under a separate franchise disclosure document.

Locatec Ortungstechnik GmbH (“Locatec”) is a wholly-owned subsidiary of Neighborly since
April 27, 2016. Locatec has the right to offer and sell Locatec franchises in Austria and Germany using
agreements between Locatec and the franchisee. Locatec, in cooperation with our affiliates, provides
support and supervision and, at times, assistance or guidance to franchisees operating under Locatec
trademarks and systems in Germany and Austria. Locatec maintains its principal place of business at
FlozstraBBe 18, 73433 Aalen, Germany. Locatec franchisees offer non-destructive detection of all types of
leaks in pipe systems (indoor and outdoor including pipes for gas, water, sewage, and district heat) and
flat roofs as well as emergency repair services. As of December 31, 2023, Locatec had 44 franchises in
Germany and 4 in Austria.

Bright and Beautiful UK Limited (“Bright and Beautiful”) is a wholly owned subsidiary of
Neighborly since April 13, 2017. Bright and Beautiful has the right to offer and sell Bright and Beautiful
franchises in the United Kingdom using agreements between Bright and Beautiful and the franchisee.
Bright and Beautiful provides support and supervision and, at times, assistance or guidance to franchisees
operating under Bright and Beautiful trademarks and systems in the United Kingdom. Bright and
Beautiful franchisees offer domestic cleaning services. As of December 31, 2023, Bright and Beautiful
had 85 franchises in the United Kingdom.

Countrywide Garden Maintenance Services Limited (“Countrywide”) is a wholly owned
subsidiary of Neighborly since May 2, 2017. Countrywide has the right to offer and sell Countrywide
franchises in the United Kingdom using agreements between Countrywide and the franchisee.
Countrywide provides support and supervision and, at times, assistance or guidance to franchisees
operating under Countrywide trademarks and systems in the United Kingdom. Countrywide franchisees
offer commercial grass cutting, landscape maintenance, grounds maintenance and winter gritting services.
As of December 31, 2023, Countrywide had 45 franchises in the United Kingdom.

Dream Doors Holdings Limited (“Dream Doors”) is a wholly owned subsidiary of Neighborly
since February 26, 2019. Dream Doors has the right to offer and sell Dream Doors franchises in the
United Kingdom using agreements between Dream Doors and the franchisee. Dream Doors provides
support and supervision and, at times, assistance or guidance to franchisees operating under Dream Doors
trademarks and systems in the United Kingdom. Dream Doors franchisees offer fully-fitted kitchen
makeovers, replacement doors and countertops and the installation of new appliances. As of December
31, 2023, Dream Doors had 95 franchises in the United Kingdom.

GreenSleeves Lawn Care Limited (UK) (“GreenSleeves”) is a wholly owned subsidiary of
Neighborly since October 28, 2022. GreenSleeves has the right to offer and sell GreenSleeves franchises
in the United Kingdom using agreements between GreenSleeves and the franchisee. GreenSleeves
provides support and supervision and, at times, assistance or guidance to franchisees operating under
GreenSleeves trademarks and systems in the United Kingdom. GreenSleeves franchisees offer lawn care
services including fertilizer treatments, moss treatments and debris removal in the United Kingdom. As
of December 31, 2023, GreenSleeves had 96 franchised and 8 corporate locations in the United Kingdom.

The following affiliates provide services to Mr. Appliance franchisees:
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ZorWare SPV LLC, a Delaware limited liability company and a wholly-owned subsidiary of
Neighborly (“ZorWare”), provides software to us and our affiliates and provides technical support to
franchisees and collects fees from franchisees for certain software programs.  ZorWare maintains its
principal place of business at 1010 North University Parks Drive, Waco, Texas 76707. ZorWare does not
own or operate any franchises nor has it offered franchises in any line of business.

ProTradeNet SPV LLC, a Delaware limited liability company and a wholly-owned subsidiary of
Neighborly (“ProTradeNet”), negotiates, and sometimes enters into contracts, with some of the vendors,
suppliers and others who do business or propose to do business with our and our affiliates’ franchisees
with the goal of obtaining better terms and conditions on which franchisees purchase goods and services
for their businesses. ProTradeNet maintains its principal place of business at 1010 North University Parks
Drive, Waco, Texas 76707. ProTradeNet does not own or operate any franchises nor has it offered
franchises in any line of business.

Neighborly Service Solutions SPV LLC, a Delaware limited liability company and a wholly-
owned subsidiary of Neighborly (“Neighborly Service Solutions”) was formed in June 2021 to, among
other things, negotiate, and sometimes enter into, contracts with some of the Key Accounts. Neighborly
Service Solutions also offers certain marketing and other services. Neighborly Service Solutions
maintains its principal place of business at 1010 North University Parks Drive, Waco, Texas 76707.
Neighborly Service Solutions does not own or operate any franchises nor has it offered franchises in any
line of business.

BackOffice SPV LLC (“BackOftfice”), a Delaware limited liability company and a wholly-owned
subsidiary of Neighborly has been providing certain temporary bookkeeping assistance and training
services to the franchisees of our affiliate, RPM, and BackOffice may in the future provide some of these
services to our franchisees. BackOffice is located at 1010 North University Parks Drive, Waco, Texas
76707. BackOffice has not offered any franchises in any line of business. BackOffice does not and has
not previously conducted business of the type operated by our franchisees.

Except as noted above, none of our affiliates have offered franchises in the same line of business
as offered in this disclosure document or in any other line of business, nor have they conducted any other

business.

2021 Securitization Transaction

Under a securitization financing transaction that closed in March 2021 (the “2021 Securitization
Transaction”), certain of Neighborly’s subsidiaries were restructured. As part of the 2021 Securitization
Transaction, all existing U.S. franchise agreements and related agreements for Mr. Appliance franchised
businesses were transferred to us, and we became the franchisor of all existing and future franchise and
related agreements. Ownership and control of the U.S. trademarks and certain intellectual property
relating to the operation of Mr. Appliance businesses in the U.S. were also transferred to us.

At the time of the closing of the 2021 Securitization Transaction, Manager entered into a
management agreement with us to provide the required support and services to Mr. Appliance franchisees
under their franchise agreements. Manager also acts as our franchise sales agent. We will pay
management fees to Manager for these services. However, as the franchisor, we will be responsible and
accountable to you to make sure that all services we promise to perform under your Franchise Agreement
or other agreement you sign with us are performed in compliance with the applicable agreement,
regardless of who performs these services on our behalf.
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Description of the Franchise

Our franchisees install and repair appliances for, and sell new and used appliances to, residential
and commercial customers. These appliances include, but are not limited to, washers, dryers, freezers,
refrigerators, dishwashers, and commercial cooking and cleaning equipment. The franchised businesses
operate under our service mark MR. APPLIANCE"™ and the additional principal service marks,
trademarks, trade names, logos, emblems, slogans or other indicia of origin which are or may be
designated by us in the future (the “Marks”) for use in accordance with the methods and processes
developed by us in connection with the franchise (the “System”) within a specified geographical area (the
“Territory”). The System includes our operating systems, marketing systems, business techniques, and
methods, processes, policies and procedures for providing appliance installation, maintenance and repair
services, including dryer vent cleaning and repair, along with items of trade dress and sales, leadership
and management training for the development and operation of Mr. Appliance Businesses, including all
training materials, all as the same may exist today or as the same may change from time to time, as
specified in the Operations Manual or as otherwise reasonably directed by us from time to time. You
may, if we approve, convert an existing business offering similar services to a Business or add additional
territory to a Business under the terms stated in the Franchise Agreement and related agreements.

The standard form of franchise agreement we are now offering is included in this disclosure
document as Exhibit A (the “Franchise Agreement”). When we update our disclosure document, the form
of franchise agreement and other agreements may change, fees and other obligations may increase, and
the terms and conditions on which you may obtain a franchise may be less favorable as compared with a
previous disclosure document.

Uniformity of franchise agreements among our franchisees may not always be possible or
practical. We and our predecessors have offered in the past and we may offer in the future, franchise
agreements to other franchisees on terms materially different from those included in this disclosure
document. We also may materially vary the franchise agreement terms, conditions, and obligations
(including those relating to fees, territories, training and other items) offered to other franchisees and
except as may be required by applicable law we have no obligation to disclose these variations to you or
to grant the same or similar variation to you.

The Business offers services to the general public, including residential and commercial
customers, and the services are offered in a developed market. There are other nationally recognized trade
names in the appliance repair/maintenance/sale industry. You will compete with local and national
appliance repair businesses. The franchisees of our affiliate, AIRE SERV®, are generally licensed HVAC
contractors who also perform refrigeration repair and you may compete with an AIRE SERV® franchisee
when you open for business or sometime in the future as the Aire Serv system expands. The franchisees
of our affiliate Rooter perform plumbing services and you may compete with them in your Territory in
certain services, including installation of water heaters and other small repair/maintenance items. The
franchisees of our affiliate, Mr. Handyman, perform maintenance and repair services and you may
compete in your Territory with a MR. HANDYMAN?® franchisee if they are, or contract with, a licensed
appliance technician, or if they perform appliance installation or repair services that do not require
licensing from the jurisdiction having authority, when you open for business or sometime in the future as
the Mr. Handyman system expands. The franchisees of our affiliate, RPM, perform property management
services for rental properties under such franchisees’ management, which services include the
management of maintenance and repair services, and you may compete in your Territory with a Real
Property Management franchisee with respect to these services when you open for business or sometime
in the future as the Real Property Management system expands. The franchisees of our affiliate, DVW,
perform installation and repair of, and provide cleaning products and services for, dryer vents, bathroom
vents, kitchen vents, appliances, exhaust vents, air movement systems, and washing machine filters and
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hoses to enhance the performance and safety of clothes dryers and other household appliances, and you
may compete in your Territory with a Dryer Vent Wizard® franchisee in this service when you open for
business or sometime in the future as the Dryer Vent Wizard system expands.

Industry Specific Regulations

Federal, state and local labor regulations, including minimum age and minimum wage laws and
other laws and regulations apply to businesses generally. There are national standards regulating the
appliance repair industry, including the Clean Air Act. There are state or other local codes, ordinances or
statutes which regulate CFC recovery and license appliance technicians. These laws could affect your
Business. These laws vary from place to place. You are responsible for obtaining any licenses or permits
required by your locality for performing the work of the franchise. There may be other laws that apply to
the Business and you should investigate these laws.

ITEM 2
BUSINESS EXPERIENCE

President: Glenn Lewis, Jr.

Mr. Lewis has been our President since May 2024. From March 2021 until May 2024, he was our
Vice President of Operations. From March 2016 until March 2021, he was the Vice President of
Operations of Predecessor.

Vice President of Operations: Andrew Gerald Pittman

Mr. Pittman has been our Vice President of Operations since June 2024. From August 2022 until
June 2024, he was a Director of Systems for Neighborly. From July 2021 until August 2022, he was an
Operations Manager for Johnson Investments, a multi-unit Mr. Appliance franchisee, in Cullman, AL.
From June 2017 until July 2021, he was a Franchise Business Coach with Neighborly.

Treasurer and Chief Financial Officer for Neighborly and Manager: Jon Shell

Mr. Shell has been our Treasurer as of July 8, 2024, in Waco, Texas. As of July 8, 2024, he has
also been the CFO for a number of our parent companies and affiliates, including Manager and
Neighborly. From September 2023 until July 7, 2024, he was the Interim CEO and President for
Neighborly and Manager, as well as for a number of our other parent companies and affiliates. From
March 2021 until September 2023, he was also our Treasurer. From September 2015 until March 2021,
he was the Treasurer for Predecessor. He was also the Chief Financial Officer of Neighborly from
September 2015 until September 2023 and of Manager from October 2015 until September 2023, and
until September 2023 he was also the VP and CFO for a number of our parent companies and affiliates.

Chief Strategy & Marketing Officer: Roger Chacko

Mr. Chacko has been our Chief Strategy & Marketing Officer since March 2021. From August
2019 until February 2021, Mr. Chacko was a principal with Olympic Property Group in Plymouth,
MN. From May 2017 until July 2019, he was the Chief Commercial Officer and then a consultant with
Planet Fitness in Hampton, NH.
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The following individuals are included here because they are either officers of Manager or they have
management responsibility relating to the sale or operation of franchises offered by this disclosure
document:

Chief Executive Officer for Neighborly and Manager: Michael Anthony Davis

Mr. Davis has been the Chief Executive Officer of Neighborly, as of July 8, 2024. As of July 8,
2024, he has also been the Chief Executive Officer of Manager and of The Dwyer Group LLC, The
Dwyer Group, Inc., TDG Intermediate, LLC, Balcones Holdco, Inc., Nest Bidco Inc., Nest Topco
Borrower Inc., Nest Topco Guarantor Inc., and Nest Holdings Inc., as well as the Chief Executive Officer
of a number of our other parent companies and affiliates. From July 2022 until July 5, 2024, he was the
CEO of Mathnasium Center Licensing, LLC in Los Angeles, CA. From April 2021 till July 2022, he was
self-employed as a consultant in Los Angeles, CA. From May 2017 until April 2021, he was the CEO of
Valpak Direct Marketing Systems, LLC in St. Petersburg, FL.

Group President of Neighborly: Brian Petranick

Brian Petranick has been the Group President of Neighborly for the “Repair” group of the
Neighborly brands, which group includes the Mr. Appliance brand, since May 2022. From August 2016
until March 2022, he was the CEO and President of RiseMark Holdings, LLC/ Right At Home in Omabha,
NE.

Secretary of Manager and Franchisor, and EVP, General Counsel and Secretary of Neighborly: Grayson
Brown

Mr. Brown has been the Secretary of Manager since May 2018. He has also been the Executive
Vice President, General Counsel and Secretary of The Dwyer Group Inc. and Dwyer Franchising LLC
since May 2018. Previously, he was Vice President and General Counsel of Neighborly from August
2015 until May 2018. He has been our Secretary since March 2021 and previously he was the Secretary
of Predecessor from May 2018 until March 2021. He is also the Secretary of our affiliates listed in Item 1
that offer franchises in the U.S. under separate franchise disclosure documents.

Chief Development Officer for Neighborly: Bradley Stevenson

Mr. Stevenson has been Chief Development Officer for Neighborly since October 2019. From
November 2013 to October 2019, Mr. Stevenson was Vice President of Sales - Grocery of MillerCoors
LLC in Chicago, Illinois.

Group Vice President Franchise Development: Brian Woods

Mr. Woods has been the Group Vice President of Franchise Development of Neighborly since
August 2021. From June 2015 until August 2021, he held various director-level positions (in development
strategy and analysis and quality and brand experience) with G 6 Hospitality in Carrollton, TX, the most
recent position being the managing director of franchise development.

Except as otherwise stated above, the location of each of the positions described above was 1010
North University Parks Drive, Waco, Texas 76707.
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ITEM 3
LITIGATION

Mr. Appliance SPV LLC v. Scott Brand (Circuit Court of Cook County, Illinois, County
Department, Law Division, Case No. 20221000801, filed January 26, 2022). We (“Plaintiff” or “Mr.
Appliance”) filed this suit against Scott Brand (Defendant), our former franchisee, seeking monetary
damages in excess of $133,000, including incidental and consequential damages, for breach of contract as
to the Franchise Agreement and breach of contract as to the ancillary Promissory Note and Security
Agreement. On March 9, 2022, Defendant filed counterclaims against Mr. Appliance alleging violation
of the Illinois Franchise Disclosure Act (“IFDA”) and common law fraud. Defendant alleged that we
made false representations and omitted material facts regarding franchisee’s potential financial
performance and operating expenses, and engaged in other deceptive practices. Defendant sought to
recover actual and compensatory damages in the amount of $70,095.51, plus attorneys’ fees, and to
rescind and cancel the parties’ agreements and to recover all funds paid to Mr. Appliance under those
agreements. The matter was resolved via a settlement agreement entered into by the parties on August 10,
2022. Pursuant to the settlement agreement, Defendants agreed to pay to Plaintiff $100,000; Plaintiff
agreed to release Defendants from the non-compete covenant; and Defendants agreed to comply with
post-termination obligations under the Franchise Agreement, including ceasing to use all Mr. Appliance’s
trademarks and other intellectual property and methods of operation, including email addresses, domain
names and social media accounts.

KB Industries, Kimberly Gandy and Robert Hosier v. Mr. Appliance, LLC, et al. (United States
District Court for the Northern District of [llinois, Case No. 3:16-cv-50202, filed May 17, 2016, removed
on June 23, 2016). Plaintiffs, who were former franchisees of the defendant and our Predecessor, Mr.
Appliance, LLC (the “Predecessor”), initially asserted this action against additional affiliates of
Predecessor, namely The Dwyer Group, Inc., The Dwyer Group LLC, ProTradeNet LLC, and Mark
Bruckbauer (the “Dwyer Group Defendants”), but on June 4, 2018 amended their complaint to dismiss
the Dwyer Group Defendants without any assignment of liability. On August 31, 2018, the court
dismissed all remaining claims between Predecessor and Plaintiffs with prejudice, pursuant to the parties’
settlement agreement.

For more than two years, Plaintiffs pursued this action against Predecessor, and The Finance
Store and Grey Nguyen (together “The Finance Store™). Plaintiffs, who closed their business in February
2016, alleged that their business failed because The Finance Store fraudulently mishandled Plaintiffs’
credit applications, and Predecessor fraudulently endorsed The Finance Store’s services to Plaintiffs.
Neither The Finance Store nor Grey Nguyen are affiliates of Predecessor. The Plaintiffs sought damages
in an amount exceeding $50,000, plus fees and costs and punitive damages. The Plaintiffs’ Second
Amended Complaint alleged that Predecessor was liable for intentional fraud. Plaintiffs’ initial complaint
and first amended complaint also asserted a RICO claim, and claims for negligent misrepresentation,
consumer fraud and endorser liability. However, Predecessor and the Dwyer Group Defendants filed a
motion to dismiss Plaintiffs’ RICO claim which caused Plaintiffs to voluntarily withdraw their RICO
claim. And, Dwyer Group Defendants filed a motion for judgment on the pleadings, which the court
granted in an Order dated February 28, 2018, finding as a matter of law that Plaintiffs had not stated a
plausible claim for negligence against Predecessor and the Dwyer Group Defendants. The court allowed
Plaintiffs leave to file an additional amended complaint if they could do so consistent with their Rule 11
obligations. When Plaintiffs re-pleaded, they withdrew every claim except fraud against Predecessor. On
June 25, 2018, Predecessor filed Amended Counterclaims against Plaintiffs seeking recoupment of all
outstanding monies owed under Plaintiffs’ franchise agreement and applicable promissory note.
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On July 19, 2018, Predecessor and Plaintiffs entered into a settlement agreement pursuant to
which they released any and all claims between the parties, known or unknown, which arose prior to the
date of the settlement. Predecessor owed Plaintiffs no monies under the settlement agreement, but
released Predecessor’s right to recoup any amounts owed by the Plaintiffs under the promissory note and
franchise agreement. The settlement agreement included a mutual non-disparagement covenant.

Administrative Orders involving Affiliates and not involving the Franchisor:

The Commissioner of Business Oversight of the State of California v. FOR Franchising LLC
d/b/a Window Genie and Richard Nonelle. On November 14, 2017, FOR Franchising LLC (“FOR”), a
predecessor to our affiliate Window Genie that offered Window Genie franchises until March 2021, and
Richard Nonelle, then-president of FOR, entered into a Consent Order with the Commissioner of
Business Oversight of the State of California (the “Consent Order”). The Commissioner alleged that
FOR and Mr. Nonelle had violated Section 31156 of the California Franchise Investment Law by failing
to submit to the Commissioner copies of two advertisements offering a Window Genie franchise before
such documents were provided to California residents in 2013. In an effort to resolve the matter in the
most economical manner, and without admitting any liability or wrongdoing, FOR and Mr. Nonelle
entered into the Consent Order and agreed, in full, final and complete resolution of the matter, that (a)
FOR and Mr. Nonelle would desist and refrain from violations of section 31156 of the California
Franchise Investment Law; (b) FOR would pay an administrative penalty in the total amount of $5,000
(which amount FOR paid) and (c) within 90 days of the date of the Consent Order, Mr. Nonelle and all
persons employed by FOR who assist in preparing franchise registrations or who assist in franchise
selling would attend remedial education of eight hours of franchise law training courses per person
(which requirement has been completed).

State of Kansas v. Molly Maid, Inc. (18th Judicial District, Sedgwick County, Kansas, Case No.
10CV4719). On November 29, 2010, Molly Maid, Inc. (“MMI”), a predecessor to our affiliate Molly
Maid, entered into a Journal Entry of Consent Judgment and Permanent Injunction (the “Consent
Judgment”). The District Attorney for the Eighteenth Judicial District alleged that MMI had violated the
Kansas Consumer Protection Act (“KCPA”) as a result of one Molly Maid franchisee being unable to
document that background checks were performed on certain of its employees and the sale of gift
certificates after the franchise was terminated. MMI vigorously denied any violation of the KCPA,
however in an effort to resolve the matter in the most economical manner, and without admitting any
liability or wrongdoing, MMI entered into the Consent Judgment and agreed to pay a civil penalty of
$25,000 and to reimburse the District Attorneys’ office $25,175 for its costs associated with the
investigation, and to be enjoined from engaging in any act or practice, as alleged to have violated the
KCPA. The Consent Judgment was marked satisfied on April 29, 2011 and MMI is in full compliance
with the Consent Judgment.

Litigation by Us Against Franchisees in the Last Fiscal Year

During fiscal year 2023, we initiated 2 lawsuits against franchisees as follows:

Suit to Enforce Covenant Not-To-Compete:

Mr. Appliance SPV LLC, Plaintiff, v. Mordechai Schreiber and Yitzchok Schreiber, Defendants,
Case No. 2023-1826-4 filed on July 18, 2023 in the 170® Judicial District Court, McLennan
County, Texas.

Suit to Collect Monies Owed:
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Mr. Appliance SPV LLC, Plaintiff, v. Mark Steven Bacon, Defendant, Case No. 2023-903-6 -
filed on April 5, 2023 in the 474™ Judicial District Court, McLennan County, Texas.

Other than these actions, no litigation is required to be disclosed in this Item.
ITEM 4
BANKRUPTCY

Bankruptcy proceeding involving portfolio company controlled by KKR (at the time of the
bankruptcy proceeding) and not involving the Franchisor:

The Collected Group LLC, a Delaware limited liability company (a fashion brand owner), located
at 4775 Eucalyptus Avenue, Chino, California, filed a prepackaged Chapter 11 Plan of Reorganization in
the United States Bankruptcy Court for the District of Delaware on April 5, 2021 (Case No.: 21-10663).
The company emerged from bankruptcy on May 26, 2021 after completing a restructuring.

Other than the above-listed proceeding, no other bankruptcy proceeding is required to be
disclosed in this Item.

ITEM 5
INITIAL FEES

Initial Franchise Fee

The initial franchise fee you must pay to us is based on the price of $.425 per capita, with a
minimum territory of 150,000 in population, equal to $63,750 (the “Minimum Initial Franchise Fee”), and
if you wish to purchase additional territory (beyond 150,000 in population), you must pay us $425 per
each additional 1,000 population in the territory (or a pro-rated amount for additional territory with a
population of less than 1,000). The initial franchise fee is subject to applicable discounts, as described
below. The minimum territory of 150,000 in population is not appropriate or available in all cases and in
all areas, depending on demographics, proximity to larger population centers, percentage of area
population, the need to buy whole counties, how well the proposed territory matches what you and we
expect will be the territory you will actually serve and also how well it fits within our current plan for
development of the applicable larger area or region. The maximum population is generally 300,000 but a
larger population may be allowed under certain circumstances (e.g., densely populated urban areas, or a
high percentage of the territory is impoverished). The population in your territory is generally determined
from estimates prepared by the U.S. Census Bureau (see www.census.gov), but we may use a substitute
or successor source of population information and the source and date of the information we use is
determined solely by us.

You must pay the initial franchise fee in full when you sign the Franchise Agreement. The initial
franchise fee is fully earned upon receipt and is non-refundable. Financing for the initial franchise fee
may be available as noted in Item 10.

Only the VetFran discount (as described below), if you qualify for it, may bring the initial
franchise fee you must pay to an amount below $63,750.

In the year ended December 31, 2023, the average initial franchise fee paid by Mr. Appliance
franchisees was approximately $62,458 and the initial franchise fee paid during that period ranged from
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$46,250 to $76,183 based on the population in the territory purchased and available discounts (discussed
below).

Special Pricing — “Rural Franchise” with Population not exceeding 100,000

We require the minimum franchise fee described above in every case except if you are an existing
Mr. Appliance franchisee who has operated a Mr. Appliance business for at least one year and are
purchasing an additional franchise from us for an area with a minimum population of 40,000 and a
maximum population of 100,000 in which case we will apply special pricing for the initial franchise fee if
you qualify. To qualify, the Territory (i) must be within the population size required (40,000 to 100,000);
(i1) must not include a city of more than 85,000 in population; and (iii) must not be included within a
standard metropolitan statistical area, be within 60 miles of a standard metropolitan statistical area or 60
miles of a city with a population over 35,000. In addition, if this special pricing applies (a) no other
discounts, with the exception of the VetFran discount, will apply; (b) you must make a 30% minimum
down payment for any financing; (c) the transaction cannot be subject to an arrangement with a franchise
or other broker; and (d) the initial franchise fee for a rural franchise will be $20,000. If any third party,
including parties we have previously made arrangements with, claims to be due a payment in connection
with the sale of the Territory, this special pricing will not apply.

Discount Programs

Our discount programs are as follows:

Roll-In Discount for Sales Volume Rolled in from an Existing Business

If you have an existing business with annual gross sales of at least $250,000, that business is
similar to the franchise and you agree to merge it with the Business, we will discount the initial franchise
fee by 5% for every $125,000 in annual Gross Sales of your existing business that you agree to “roll-in”
into the Business, up to a maximum discount of 50%, as follows (the “Roll-In Discount”):

Percentage Discount Annual Gross Sales of Existing Business

10% $250,000 - $374,999

15% $375,000 - $499,999

20% $500,000 - $624,999

25% $625,000 - $749,999

30% $750,000 - $874,999

35% $875,000 - $999,999

40% $1,000,000 - $1,124,999

45% $1,125,000 - $1,249,999

50% $1,250,000 and above

Multi-Unit Franchisee Discount

If you have been a Mr. Appliance franchisee for at least 2 years and you purchase additional
territory from us, either by executing an Option to Purchase Agreement or a new franchise agreement,

DMS US.361913583.8
MR. APPLIANCE - 2024 FDD 16



you will receive a discounted initial franchise fee based on the number of years you have been our

franchisee, calculated as follows (the “Multi-Unit Franchisee Discount”):

Percentage Discount Number of Years as Our Franchisee
5% 2
10% 3
15% 4
20% 5 years or more

If you pay us the entire initial franchise fee for the additional territory within 90 days after
executing an Option to Purchase Agreement or a new franchise agreement for the additional territory, you
will receive an additional 5% discount (the “Cash Discount”) in addition to the Multi-Unit Franchisee
Discount. The Cash Discount will not apply if you purchase your franchise through an arrangement with a
broker.

Additional Concept Discount

If you have been a franchisee of one of our affiliates (see Item 1) for at least 2 years and you
purchase a franchise from us, you will receive a 10% discount on the initial franchise fee (the “Additional
Concept Discount™).

HIRE Discount for Employees of Franchisees

We offer a discounted initial franchise fee to qualified employees of our and our affiliates’
franchisees who (i) have been recommended by their employer, (ii) have been employed by our
franchisee or a franchisee of our affiliate for at least 2 years and (iii) otherwise qualify to be our
franchisee, calculated as follows (the “HIRE Discount”):

Percentage Discount Years of Consecutive Employment
10% 2

15% 3

20% 4

25% 5 years or more

Franchises granted by us under the HIRE Discount program will generally contain a population
from 100,000 - 200,000. The HIRE Discount applies only to the first 200,000 of population. If you wish
to acquire a territory containing a population of more than 200,000, you must pay the additional initial
franchise fee at our usual rates.

You may use the HIRE Discount only once and only in accordance with the subsection in this
Item titled “Combination and Application of Discounts.”

VetFran Discount

As a member of the International Franchise Association (“IFA”), we participate in the IFA’s
VetFran Program. If you are a United States or Canadian honorably discharged veteran (as such term is
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defined by us in our sole discretion) who meets our qualifications for purchasing a franchise, we will
discount the Minimum Initial Franchise Fee ($63,750) by 20%. In determining who is a “veteran,” we
may be guided, in whole or in part, by any definitions we find appropriate, including definitions used by
the federal government of the United States or Canada, as applicable, in determining who is eligible for
federal benefits intended for veterans.

Combination and Application of Discounts

If you qualify for one or more of our discount programs, and your initial franchise fee is
computed to be below our Minimum Initial Franchise Fee, unless the discount is the VetFran Discount,
you must pay us the Minimum Initial Franchise Fee.

Additional restrictions apply on whether and how you may combine multiple discount programs,
as shown in these examples:

You cannot use both the Roll-In Discount and the Multi-Unit Franchisee Discount.
The Multi-Unit Franchisee Discount may not be used with any other type of discount.

The VetFran discount can be used with the Additional Concept Discount but not with the
Additional Territory Discount. The VetFran discount can only be used on any given concept one time.

You cannot use the HIRE Discount or the Additional Concept Discount with any other discount.

If you qualify for the VetFran or HIRE discounts, you must have and maintain during the term of
the Franchise Agreement, a 51% majority interest in the beneficial ownership and voting interest of the
franchisee if the franchisee is a corporation, partnership or other entity.

The above descriptions are for illustration only. Any questions about application or combination
of discounts, including the order in which discounts may be applied, will be resolved by us in our sole

discretion.

Software System Fees

You must pay to us, or our designee, an enrollment fee for use of our Software System (currently,
SmartWare, Qvinci, a Net Promotor Score (“NPS”) product (currently, Broadly), FranConnect, and two
(2) Microsoft Office365 Exchange email accounts). See also Items 6, 8 and 11. The amount of the
enrollment fee is currently $1,599. The enrollment fee is currently collected via automatic bank draft
from your bank account, at signing of the Franchise Agreement. Other fees for software usage are
described in Item 6. The amount of the enrollment fee and other software fees may change in the future.
We will notify you of any such change. None of the fees for Software System are refundable.

Deposit for an Option for Additional Territory

If you qualify under our then-current Expansion Criteria (see also Item 12), you may purchase an
option for an additional territory by paying us, at the time you purchase your franchise, a fee of 10% of
the initial franchise fee for such additional territory and executing an Option to Purchase Agreement (in
the form attached to this disclosure document as Exhibit G). Under the Option to Purchase Agreement, at
any time within the 18 month period beginning from the effective date of your franchise agreement, you
may purchase the additional territory if you are in compliance with your franchise agreement by paying us
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the balance of the initial franchise fee applicable to such territory. The 10% deposit will be applied to the
purchase price. We do not refund your deposit if you decide not to purchase the additional territory.

ITEM 6
OTHER FEES
TYPE OF FEE | AMOUNT DUE DATE | REMARKS
License Fee'? 5% - 7% of Gross | Tuesday of See Fees Chart for License Fees, Minimum
Sales except for each week License Fees, MAP Fees and Minimum MAP
“roll-in” sales. In Fees (“Fees Chart”) and notes.
ad.d1.t10n, . License Fees are uniformly imposed, except
minimum license . .
fees apply. upon renewal, as ?eﬁaln franch%sees upon
renewal may receive for a certain period of time
a lower License Fee rate than other franchisees,
which lower rate is set by us, as further noted
below in Note 8 to the License Fees, Minimum
License Fees, MAP Fees and Minimum MAP
Fees charts.
MAP Fee' %? 2% of Gross Sales | Tuesday of | See Fees Chart and notes.
except for “roll- each week
in” sales. In
addition,
minimum MAP
fees apply.
Local Marketing | Not to exceed 2% | Determined We may designate local advertising markets
Groups"*? of Gross Sales. by LMG and advertising cooperatives and/or local
A . members marketing groups for such markets
s of the issuance . w o . .
date of this (collectlvgly, LMGS ), and }f designated, you
Franchise must pafumpate n and.contrlbute to ‘Fhe LMG
Discl advertising and marketing programs in your
isclosure
market.
Document, we
may require that Y our contribution to the LMG will count
all or a portion of towards any required Minimum Local
your LMG Marketing Spending but any required Minimum
contribution Local Marketing Spending will not represent a
(currently, 2% of limit on your LMG contributions (see Item 11).
your Gross Sales)
be paid for use
towards the
Neighborly
marketing and
brand awareness
initiatives.
Software System | $263.00 for Paid monthly | You must use the Software System (currently,
Monthly unlimited office (currently on | SmartWare, Qvinci, one NPS product
Fees* access, plus $85 the 15" of (currently, Broadly), FranConnect, and two
per mobile each month) | Microsoft Office365 Exchange email accounts)
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accounts are
$10.00 per month,
and 0365 E3
email accounts
are $23.00 per
month.

Before the end of
the year 2024,
QuickBooks
Online will be
added to the
Software System
and you will pay
to ZorWare a fee
for the use of
QuickBooks,
which fee will be
added to the
Software System
Monthly Fee
amount. The fee
for QuickBooks
Online will be
$30-$200 per
month depending
on the license tier
that you select.

solution is set
up.

TYPE OF FEE | AMOUNT DUE DATE | REMARKS
technician (see via ACH, and other software we specify. These fees may
Note 3) starting the increase in the future, but not more than by
Additional earlier of the 20% ?nnually, .in addition to incre'flses due to
Microsoft month When additional or different soft\yare be}ng _added to
Office365 you begm the Soﬁware System and direct price increases
(“0365”) operating from third-party Vend0r§. We may change the
Exchange email your Software System from time to time. (See also
accounts are Business, or Iterps 8 and 11). Befor; the end of 2024,
$4.00 per month the month QuickBooks Online will be added to the
0365 E1 email > | when the first | Software System.

software

We and ZorWare reserve the right to suspend
your access to any or all software within the
Software System if you fail to timely pay these
fees.

Late Fees (on
Software System

$25 per month or
the maximum

As incurred

If you fail to pay the Software System Monthly
Fees within 30 days of the invoice date, you

Monthly Fees) amount allowed will be required to pay this late fee.
under the law,
whichever is less.
Call Center Fees vary by Paid monthly | You must use a third-party call center provider
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TYPE OF FEE | AMOUNT DUE DATE | REMARKS
Services Fees vendor. in arrears. for rollover customer calls and for answering
Current fees may customer calls outside business hours, including
include one-time on weekends.
set up fee (which
may range from You will pay these fees directly to the third-
$0-$249); party vendor.
recurring fees
may be based on We reserve the right to require you to use an
a per minute, per approved or designated call center provider,
call basis or a flat which may be us or our affiliate, and/or to
monthly fee require you to pay the call center fees to us or
(which may range our affiliate.
from $259.99 to
$599.99), and a
fee per booked
sales appointment
(which may range
from $10 to $30
/appointment).
Minimum
monthly fees may
also apply and
may range from
$160 to $600.
Annual Currently $1,000 | When you We charge you a per-person registration fee to
Convention or less are billed, attend the Reunion. You must attend Reunion
(“Reunion”) which may each year (see Item 11). We will charge you
Fees' be via this fee regardless of whether you actually
automatic attend.
bank draft, or
within 30
days after
Reunion via
automatic
bank draft
Transfer Fee' The greater of (i) | Before You must pay us this fee on the total gross sales
$7,500 or (ii) 5% | transfer price of the Business, including all assets of the
of the sales price Business, when you sell your Business, but we
may discount or waive the transfer fee if the
transfer is to a legal entity you control or to a
member of your immediate family (See Section
10.C of the Franchise Agreement).
Training Fee as | $14,900 Prior to This fee is payable only in the event of a
part of Buyer attending transfer where you and your transferee buyer
Commitment training. request that the transferee buyer attend training
Agreement! prior to the closing on the sale of your Business

and is in addition to all other transfer
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TYPE OF FEE | AMOUNT DUE DATE | REMARKS
requirements.
Late Fees' $10 per day On demand | Applies to overdue fees from the due date until
(Franchise all sums are paid.
Agreement)
Dishonored $25 On demand You must pay us for each check returned or
Check or ACH ACH draft refused by your financial institution
Draft! for insufficient funds in your account.
Interest' 12% on unpaid On demand Payable on all overdue amounts. The twelve
balances percent (12%) charge is calculated as a per
annum rate but may be collected on demand,
including weekly or monthly through automatic
bank draft.
Failure to Our actual cost On demand If you fail to maintain the required insurance
Maintain for insurance coverage on your franchise, we may acquire
Insurance' premiums and a and pay for the insurance coverage and charge
reasonable fee for you.
expenses we incur
Audit' Cost of audit plus | When you Payable only if we find an understatement of
expenses, plus are billed Gross Sales of 2% or more or if you fail to
any amount owed provide requested information within 30 days
as shown by the of our request
audit, plus interest
and late fees
Renewal Fee' $5,000 On renewal See Item 17 for terms and conditions for
renewal.
Amendment $300 When you You must pay us a processing fee for
Fee' are billed modifications to your franchise agreement that
are made at your request. When you request an
amendment to your franchise agreement or
related agreements, we may require that you
sign a general release releasing us from all
claims you may have except claims which,
under state law, may not be released.
Unapproved Our actual out-of- | On demand See Item 8.
Suppliers' pocket costs of
inspection or
testing
Indemnification | Varies according | On demand If we must engage an attorney to enforce our
and attorneys’ to loss rights under the Franchise Agreement and we
fees and costs' prevail, or if we are sued because of something
you do or fail to do, you must indemnify us
and/or reimburse us for all costs, including
reasonable attorneys’ fees (which may include
outside counsel fees and in-house legal costs
DMS_US.361913583.8
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TYPE OF FEE

AMOUNT

DUE DATE

REMARKS

charged at rates comparable to outside
attorneys), interest, court costs and expenses
expended or incurred in enforcing our rights.

Tax

Reimbursement'

Varies according
to tax

When you
are billed

You must pay us or to taxing authorities (as
applicable) an amount equal to any sales tax,
use tax, gross receipts tax, documentary stamp
tax or similar tax (other than income tax), fees
or charges imposed on us due to any required
payments you make to us. You must pay us
such additional amounts as necessary so that we
receive all payments from you in full as if no
such tax applied.

Additional
Training Fees

The then-current
fee, currently up
to $5,000.

When you
are billed.

If you request training in addition to the initial
training program (see Item 11), we may charge
you a training fee, plus you must pay your costs
and expenses in connection with such training.
As of the date of this Disclosure Document, we
may conduct our training programs
remotely/virtually. Therefore, you may not
incur any travel expenses if your training is
done remotely/virtually.

Key Accounts/
Management
Fee’

Up to 5% of total
Gross Sales
related to Key
Account work,
including Gross
Sales that relate to
Key Accounts;
Gross Sales that
are the result of
any lead or any
agreement
developed by our
Business
Development
Department or
any similar group
that is part of our
company or is our
designee; Gross
Sales for work
that is dispatched
from any call
center operated
by us or our
designee; Gross
Sales that are

When you
are billed or
when the fee
is deducted
from your
payment(s)
for work
performed or
added to the
invoice

If you participate in our Key Accounts
program’, we reserve the right to require you to
pay a Key Accounts / Management Fee to us or
our designee. We may also sometimes refer to
this fee as a “Key Accounts Management fee”
or “Management fee.”
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TYPE OF FEE | AMOUNT DUE DATE | REMARKS

audited by us or
our designee
according to Key
Accounts
standards or
Gross Sales that
otherwise benefit
from our Key

Accounts

activities or

management.
Paradox ~ ATS | The then-current | In 2024, We make this optional third-party web-based
Fee annual fee. when you’re applicant tracking system (ATS) available to

you, subject to your agreement to Paradox,

The fee for 2024 billed; )
Inc.’s terms of use.

is $380.
January 2025 | e may increase the fee annually to reflect
and annually price increases from the vendor, Paradox, Inc.,
The annual fee for | thereafter but the fee may not increase more than 5% over
2025 will be prior year.
gzgv(&;een $500 and You may opt out of the Paradox ATS at any
. time.
Notes:
1. Fee Payment Information. All fees are non-refundable and, except as otherwise

provided, all fees are uniformly imposed. All fees are imposed by us and are payable to us, except (i) the
fees for our Software System (currently, SmartWare, Qvinci, one NPS product (currently, Broadly),
FranConnect, and two (2) Microsoft Office365 Exchange email accounts), which are imposed by us,
collected by our designee (currently our affiliate ZorWare) and may be passed through to the service
provider, (ii) call center services fees, which are imposed and collected by the third-party provider, and
(iii) any local or regional LMG fees, which are imposed by us, and may be payable to us or the LMG.
You may be required to pay by automatic bank draft all current and future fees specified in this Item 6. In
particular, you should be aware that the Software System monthly fees will be collected via automatic
bank draft and you should plan accordingly. See Item 11 for information about electronic reporting of
Gross Sales and payment of fees by automatic bank draft. Some banks or other financial institutions may
charge a fee for electronic transfers.

2. Gross Sales. Gross Sales include the total revenues and receipts from whatever source
(whether in the form of cash, credit, agreement to pay, barter, trade or other consideration) that arise,
directly or indirectly, from the operation of — or in connection with — your Business whether under any
of the Marks or otherwise. Gross Sales exclude sales taxes collected from customers and paid to the
appropriate taxing authority and any other bona fide refunds, rebates or discounts that we authorize in
writing. Gross Sales also exclude sales from any Excluded Services (as defined in a mutually executed
Excluded Services Addendum (see Schedule I to the Franchise Agreement). The Excluded Services
Addendum requirements include that (i) the operation of the Existing Business does not interfere with
your operation of the Business; (ii) you do not utilize our Marks, System and Confidential Information in
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the operation of the Existing Business; (iii) the Existing Business offers only the Excluded Services (the
gross sales of which are excluded from the Gross Sales of the Business) specifically identified in the
Excluded Services Addendum, which are services specified by us that are related to but distinguishable
from the services of your Business, and does not compete with the Business by offering the same services
and/or products as the Business; and (iv) you maintain separate books and records for each of the
Business and the Existing Business. You must agree to make the books and records for your Existing
Business available to us on reasonable prior written notice so that we may verify your compliance with
the requirement concerning separate books and records.

3. Minimum Local Marketing Spending; Local Marketing Groups/Advertising
Cooperatives. We reserve the right to require you to spend an amount annually on approved local
marketing and advertising of your Business (the “Minimum Local Marketing Spending”) equal to the
greater of: (a) $20,000; or (b) 5% of your Gross Sales for the previous year. The amount you spend on
Minimum Local Marketing Spending will be in addition to any MAP fees you must pay to us. Amounts
paid to an LMG, the First Year Marketing Spend Requirement (as defined below) and certain other
amounts of local advertising spending will count towards the Minimum Local Marketing Spending, as
more particularly described in the Manuals. Regardless of whether we impose the Minimum Local
Marketing Spending on you, you must spend $16,000, for local marketing during the first 12 months of
the operation of your Business (the “First Year Marketing Spend Requirement” and with the Minimum
Local Marketing Spending, collectively, the “Minimum Local Marketing Amounts”). If you fail to make
the required expenditures, we have the right to collect the deficiency and spend it as provided below in
this paragraph. We reserve the right to require you to use one or more designated vendors in connection
with your local marketing and promotional activities. In addition, we reserve the right to collect (on a
monthly or quarterly basis, as we may from time to time designate) the Minimum Local Marketing
Amounts and in return provide to you local promotional, marketing and advertising materials and related
services to promote the Business in the Territory. Should your franchise agreement terminate prior to our
providing such local promotional, marketing and advertising materials and related services in the
Territory, we reserve the right to contribute the Minimum Local Marketing Amounts collected to the
MAP Fund.

If advertising cooperatives are set up, franchisor-owned outlets will not have controlling voting
power, although as franchisor, we will set the contribution rates and franchisor-owned outlets will
contribute at the same rate. If local marketing groups are set up, the franchisor will set the contribution
rates and franchisor-owned outlets will contribute at the same rate; the members will have no votes but
they will advise the franchisor on the local marketing group’s strategies and initiatives. There currently
are no cooperatives.

4, Software System and Other Software. We require you to use our Software System,
which currently includes SmartWare, provided by our designed source (currently our affiliate), and
required accounting, reporting and other software we from time to time specify (currently, SmartWare,
Qvinci, one NPS product (currently, Broadly), FranConnect, and two (2) Microsoft Office365 Exchange
email accounts). The enrollment fees for the Software System are described in Item 5 and the monthly
fees are described in the table above. All Software System fees are currently paid to our affiliate
ZorWare. These fees are currently collected via automatic bank draft.

Y our monthly support fees include two support calls per month (with a maximum duration of one
hour per call) to take place between 6:00 AM and 7:00 PM CST Monday through Friday (excluding
holidays). For phone support in excess of the above provided support, we currently charge $125 per hour
for calls between business hours (defined as 6:00 AM to 7:00 PM CST (excluding holidays)).
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You must also use the accounting, reporting and other software we from time to time specify and
pay the monthly charges applicable to such software usage. Currently, we require that you also license
Quickbooks Online from our designated vendor, Intuit Limited, and pay a license fee directly to the
vendor, which fee currently ranges from $63 to $140 depending on the license tier you select. As noted in
the Item 6 table above, before the end of the year 2024, we will add QuickBooks Online to the Software
System and you will pay a fee for QuickBooks (noted in the table above) directly to ZorWare as part of
the Software System Monthly Fee amount.

We may at any time substitute or add a different required software for operations, accounting and
reporting and office/other business functions for the franchised business, any such software may be
provided by us, a third party or a combination of providers, and you will be required to pay to us or the
third-party provider fees for such software and sign related software license agreements.

5. Key Accounts and Third Party Fees. If we establish a Key Accounts program, you may
participate in it, and, if you participate, you must comply with all Key Accounts standards and procedures
described in the Operations Manual and/or as we may otherwise communicate to you, which participation
may, in some cases, require you to use a third party billing provider that offers additional services and
those services may include additional software. These third party providers charge a range of fees,
normally a percentage of the Gross Sales of the invoice and/or a per invoice referral or work order
dispatched fee which may be in addition to the fees stated above. A company that refers customers may
also charge a fee for referrals or the use of their software. We cannot estimate the amount of these fees.

FEES CHART

LICENSE FEES, MINIMUM LICENSE FEES, MAP FEES
AND MINIMUM MAP FEES

ALL FEES EXPRESSED IN PERCENTAGES ARE CALCULATED BY MULTIPLYING THE
PERCENTAGE STATED BY WEEKLY GROSS SALES, EXCEPT FOR MINIMUM FEES FOR
ROLL-INS, WHICH ARE CALCULATED BY MULTIPLYING THE PERCENTAGE BY THE
WEEKLY ROLL-IN GROSS SALES. SEE NOTES BELOW.

License Fees"*

Type Fee Week 126 Week 27-78 Week 79-208 | Week 209 -
End

Standard 5% -7 %* 5% -7 %* 5% -7 %* 5% -7 %*

Small Roll-in 3% 3% 5% -7 %* 5% -7 %*

Medium Roll-in | 3% 3% 5% -7 %* 5% -7 %*

Large Roll-in 2% 2% 5% - T%* 5% -7 %*

*The applicable License Fee rate is determined weekly based on your Gross Sales in the Territory for the
previous week, as follows:

e Ifyour Gross Sales Per-Capita** in the Territory for a calendar week are less than $0.034, the
License Fee rate for the following calendar week will be 7% on all Gross Sales (including Gross
Sales from TAFS).
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e Ifyour Gross Sales Per-Capita** in the Territory for a calendar week are between $0.034 and
$0.044, the License Fee rate for the following calendar week will be 6% on all Gross Sales
(including Gross Sales from TAFS).

e If your Gross Sales Per-Capita** in the Territory for a calendar week are equal to or greater than
$0.044, the License Fee rate for the following calendar week will be 5% on all Gross Sales
(including Gross Sales from TAFS).

**“Gross Sales Per-Capita” means, with respect to a calendar week, the Gross Sales in the Territory for
such calendar week, divided by the population in your Territory.

For purposes of calculating the Gross Sales Per-Capita during the term of the Franchise Agreement, the

population in your Territory will remain unchanged during the term of the Franchise Agreement.

Example License Fee for a Territory Population equal to 100,000:

Weekly Gross Sales License Fee
$0 - $3,399.99 7%
$3,400.00 - 4,399.99 6%
$4,400.00 and Above 5%

Example License Fee for a Territory Population equal to 250,000:
License Fee

Weekly Gross Sales

$0 - $8,499.99 7%
$8,500.00 - $10,999.99 6%
$11,000.00 and Above 5%

Example License Fee for a Territory Population equal to 750,000:

Weekly Gross Sales License Fee
$0 - $25,499.99 7%
$25,500.00 - $32,999.99 6%
$33,000 and Above 5%

For avoidance of doubt, all Gross Sales generated by the Business in servicing customers in TAFS or
pursuant to the Preferred Lead Program or any Key Accounts program shall be subject to the “standard”

License Fees.

Minimum License Fees'

Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 - End

Standard N/A $100 -$600* $100 -$800* $100 -$1,400*

Small Roll-in’ 3% of Roll-In | Greater of 3% of | Greater of 3% of | Greater of 3% of
Services Average | Roll-In  Services | Roll-In  Services | Roll-In  Services
Weekly Gross | Average Weekly | Average Weekly | Average Weekly
Sales Gross Sales or | Gross Sales or | Gross Sales or

$100-$600* $100-$800* $100-$1,400*

Medium Roll-in® | 3% of Roll-In | Greater of 3% of | Greater of 3% of | Greater of 3% of
Services Average | Roll-In  Services | Roll-In  Services | Roll-In  Services
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Minimum License Fees'

Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 - End
Weekly Gross | Average Weekly | Average Weekly | Average Weekly
Sales Gross Sales or | Gross Sales or | Gross Sales or
$100-$600* $100-$800* $100-$1,400*
Large Roll-in’ 2% of Roll-In | Greater of 2}2% of | Greater of 2%2% of | Greater of 22% of
Services Average | Roll-In  Services | Roll-In  Services | Roll-In  Services
Weekly Gross | Average Weekly | Average Weekly | Average Weekly
Sales Gross Sales or | Gross Sales or | Gross Sales or
$100-$600* $100-$800* $100-$1,400*

* The Minimum License Fee of $100 to $1,400 is determined based on the population in your

Territory, as follows:

Minimum License Fee Calculation Based on Territory Population

Territory Population Week 40 — 78 Week 79 — 208 Week 209+
(Appx. 9 — 18 Months) | (Appx. 19 — 48 Months) | (Appx. 49 Months +)
0 —100,000 $100 $100 $100
100,001 — 350,000 $100 $150 $200
350,001 - 500,000* $200 $250 $300
500,001 — 1,000,000* $300 $400 $500
1,000,001 —2,000,000* | $400 $600 $800
2,000,001 and Above* | $600 $800 $1,400
*Not applicable to new franchisees.
MAP Fees™?
Type Fee Week 126 Week 27-78 Week 79-208 Week 209 — End
Standard’ 2% 2% 2% 2%
Small Roll-in’ 1% 1% 2% 2%
Medium Roll-in® | 1% 1% 2% 2%
Large Roll-in’ % % 2% 2%
Minimum MAP Fees’
Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 — End
Standard N/A N/A N/A N/A
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Minimum MAP Fees’

Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 — End

Small Roll-in’ 1% of Roll-In| 1% of Roll-In|1% of Roll-In| 1% of Roll-In
Services Average | Services Average | Services Average | Services Average
Weekly Gross | Weekly Gross | Weekly Gross | Weekly Gross
Sales Sales Sales Sales

Medium Roll-in® | 1% of Roll-In|1% of Roll-In|1% of Roll-In|1% of Roll-In
Services Average | Services Average | Services Average | Services Average
Weekly Gross | Weekly Gross | Weekly Gross | Weekly Gross
Sales Sales Sales Sales

Large Roll-in’ %% of Roll-In [ %% of Roll-In| %% of Roll-In| %% of Roll-In
Services Average | Services Average | Services Average | Services Average
Weekly Gross | Weekly Gross | Weekly Gross | Weekly Gross
Sales Sales Sales Sales

Notes:
1. License Fees. From and after you execute your Franchise Agreement, you begin to report

Gross Sales and pay us a weekly license fee (the “License Fee”) based on the previous week’s Gross
Sales, equal to the greater of (i) the applicable license fee described in the first table above or (ii) the
applicable Minimum License Fee described in the second table above.

2. MAP Fees. In addition, you must pay the marketing, advertising and promotion fee (the
“MAP Fee”) equal to the greater of (i) the applicable MAP fee set forth in the fourth table above or (ii)
the applicable Minimum MAP Fee described in the last table above.

3. For Standard Fees Calculate by Multiplying Percentage by Gross Sales. All fees
expressed in percentages are calculated by multiplying the percentage stated by the total weekly Gross
Sales, unless otherwise indicated. See notes 5, 6 and 7.

4. Exclusion of certain services. If you currently perform services for commercial
businesses or delivery/installation work and/or have sales of new or used appliances, you may elect, if we
consent, in our sole discretion, to exclude that work from your franchise. If so, the services to be excluded
must be specifically listed as Excluded Services performed by your Existing Business on Schedule I to
the Franchise Agreement. If you do not currently perform these services or sales in an existing business
but elect to start offering those services in the future you will not have the option of excluding those
services from the franchise.

5. Special Rates for Roll-in with $100,000 to $249,999 in Annual Gross Sales (“Small
Roll-in”). If you have an Existing Business with $100,000 to $249,999 in annual gross sales volume that
you “roll-in” to the franchise we allow you to use special rates at certain times. The percentages in the
chart are multiplied by weekly Gross Sales, or in the case of Minimum License Fees, “weekly Roll-in
Gross Sales,” which are the annual gross sales you “rolled-in” to the franchise, divided by 52.

6. Special Rates for Roll-in with $250,000 to $1.999.999 in Annual Gross Sales
(“Medium Roll-in”). If you have an Existing Business with $250,000 to $1,999,999 in annual gross sales
volume that you “roll-in” to the franchise we allow you to use special rates at certain times. The
percentages in the chart are multiplied by weekly Gross Sales, or in the case of Minimum License Fees,
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“weekly Roll-in Gross Sales” which are the annual gross sales you “rolled-in” to the franchise, divided by
52.

7. Special Rates for Roll-in with $2,000,000 or Greater in Annual Gross Sales (“Large
Roll-in”). If you have an Existing Business with $2,000,000 or greater in annual gross sales volume
(“Large Roll-in”") that you “roll-in” to the franchise we allow you to use special rates at certain times. The
percentages in the chart are multiplied by weekly Gross Sales, or in the case of Minimum License Fees,
weekly Roll-in Gross Sales, which are the annual gross sales you “rolled-in” to the franchise divided, by
52.

8. Renewal. If you are signing a franchise agreement as part of a renewal, the Minimum
License Fee begins with the 1% week of the term of the renewal franchise agreement and is the rate or
amount stated in the renewal franchise agreement. The Minimum License Fee is calculated based on the
cumulative number of months of service as a franchisee, including months as a franchisee under the
existing franchise agreement and the number of months as a franchisee under the renewal franchise
agreement.

In addition, if you are signing a franchise agreement as part of a renewal and (i) have executed a
renewal franchise agreement at least 7 calendar days prior to the expiration of your existing franchise
agreement (“Original Franchise Agreement”), and (ii) the license fee under your Original Franchise
Agreement is less than our current standard license fee at the time of renewal by more than 0.25% (for
example, if the current standard license fee is 7%, and the license fee under the Original Franchise
Agreement was less than 6.75%), your License Fee under your renewal franchise agreement will initially
be the same as under your Original Franchise Agreement and then will gradually increase over time until
it equals our standard license fee at the time of renewal, as follows:

Renewal Term License Fee under Renewal Agreement

If you are renewing your franchise for the first | For the first 12 months of the renewal term, your
renewal term: License Fee will equal the license fee under the
Original Franchise Agreement, and thereafter, for a
period determined by us (the ‘“Phase-In Period”),
we may set a rate for the License Fee, which rate
will be greater than the rate under the Original
Franchise Agreement but lower than the rate under
the renewal franchise agreement and which set rate
may gradually increase during the Phase-In Period
until it equals the License Fee rate under the
renewal franchise agreement. Upon expiration of
the Phase-In Period, if any, the License Fee rate as
identified in the renewal franchise agreement will

apply.
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If you are renewing your franchise for a second
renewal term:

For the first 24 months of the renewal term, your
License Fee will equal the license fee under the
Original Franchise Agreement, and thereafter, for a
period determined by us (the ‘“Phase-In Period”),
we may set a rate for the License Fee, which rate
will be greater than the rate under the Original
Franchise Agreement but lower than the rate under
the renewal franchise agreement and which set rate
may gradually increase during the Phase-In Period
until it equals the License Fee rate under the
renewal franchise agreement. Upon expiration of
the Phase-In Period, if any, the License Fee rate as
identified in the renewal franchise agreement will

apply.

For avoidance of doubt, notwithstanding the foregoing, if you are signing a Franchise Agreement
for an initial term, you will only have the right to one renewal term, subject to satisfying conditions to

renewal described in the Franchise Agreement.

9. Transfer. If you are purchasing an operating franchised business (as opposed to a

territory that has not yet been developed), you will pay us a weekly License Fee beginning the first week

you sign your Franchise Agreement.

ITEM 7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

TYPE OF AMOUNT AMOUNT METHOD | WHEN TO WHOM
EXPENDITURE (ACTUAL OR | (ESTIMATED) OF DUE PAYMENT
ESTIMATED) | (HIGH) PAYMENT IS TO BE
(LOW) MADE
Initial Franchise Fee' | $63,750 $63,750 + $425 per | Lump Sum | When you Us
1,000 additional sign the
population over franchise
minimum agreement
Vehicle? $2,250 $34,500 As arranged | As arranged | 3™ parties
Equipment, Supplies | $7,000 $13,500 As arranged | As incurred | 3" parties and
& Inventory® ZorWare
Insurance* $6,000 $10,000 As arranged | As arranged | 3™ parties
or us
Advertising, $16,000 $35,000 As arranged | As arranged | 3™ parties
Marketing and
Promotional
Spending.’
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TYPE OF AMOUNT AMOUNT METHOD | WHEN TO WHOM
EXPENDITURE (ACTUAL OR | (ESTIMATED) OF DUE PAYMENT

ESTIMATED) | (HIGH) PAYMENT IS TO BE

(LOW) MADE
Training, Travel, $3,000 $5,500 As arranged | As incurred | 3™ parties
Lodging & Food®
Deposits, Permits & | $0 $1,000 As arranged | As incurred | 3™ parties
Licenses’
Professional Fees® $0 $5,000 As arranged | As incurred | 3™ parties
Technician Training | $750 $1,500 Lump Sum | Asincurred | 3" parties
Real Estate’ $0 $3,600 As arranged | As incurred | 3™ parties
Additional Funds —3 | $15,000 $30,000 As arranged | As arranged | 3™ parties
Mo. " and us
Totals'! $113,750 $204,350 + any

additional franchise

(Does not

) fee + any real estate

include real ¢

estate costs) COSts

Notes:
1. The Minimum Initial Franchise Fee is $63,750. You may qualify for a discount on the

initial franchise fee. You must pay the initial franchise fee in full when you sign the franchise agreement.
We may agree to finance a portion of the initial franchise fee, depending on your credit-worthiness, the
collateral that you have available and our then-current financing policies. Monthly payments depend on
the amount financed. The initial franchise fee is not refundable. A territory will generally contain a
population ranging from 150,000 to 300,000. Territory is priced at $425 per 1,000 population. A larger
territory may be allowed under certain circumstances (i.e., densely populated urban areas, or if a high
percentage of the territory is impoverished). See Item 5 for more information about the initial franchise
fee (including applicable discounts), see Item 10 for more information about financing and see Item 12
for more information about Territory.

2. You must purchase vehicles that meet our specifications as described in the Manuals.
Each vehicle must have the Marks professionally applied as we specify before the vehicle is put into
service. We do not sell or lease vehicles. An existing vehicle can be converted for use in the Business or
you may choose to acquire a vehicle which meets our specifications. See Item 8 for more information.
The estimated low cost reflects the cost of having the Marks applied to an existing vehicle which meets
our standards. The estimated high cost reflects the purchase of a vehicle meeting our standards plus
having the Marks applied.

3. If you already own an existing business similar to the franchise, you may own much of
the necessary equipment, supplies and inventory to begin the operation of your franchise. The low
estimate shown here assumes that you already own an existing business similar to the franchise. The high
estimate shown here assumes you do not own an existing business, and includes office and field
equipment, inventory and supplies needed to equip your franchise in accordance with our standards. Both
estimates include printed material (business cards, stationery, invoices, brochures, marketing materials,
service agreements, etc.), initial costs for a software package, and MRA Mobile (see Items 6, 8 and 11).
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4. You must purchase the insurance coverage described in Item 8. If you do not, we may
purchase it for you and bill you for our costs. Insurance costs will vary depending on the number of
vehicles to be insured, your driving record (or your employees’ driving records), the insurer you choose,
your location and other factors bearing on risk expense practices which apply to your locality. You may
also incur expenses for workers’ compensation insurance depending on your locality.

5. We reserve the right to require you to spend annually the Minimum Local Marketing
Spending (i.e., the greater of: (a) $20,000; or (b) 5% of your Gross Sales for the previous year). The
amount you spend on Minimum Local Marketing Spending is in addition to any MAP Fees you must pay.
Whether or not we have advised you that the Minimum Local Marketing Spending is required on an
annual basis, you must spend the First Year Marketing Spend Requirement ($16,000) during the first year
of operation of your Business. See also Item 6.

6. See Items 6 and 11 for more information about training. You should allow at least the
minimum amount stated above for travel, lodging, food and other miscellaneous living expenses incurred
during training. Your actual costs will vary, depending on the distance to be traveled, your method of
travel, your lodging and your personal circumstances. The estimate assumes the stated amount of training
days indicated in Item 11, which amount may vary. For additional persons, we will provide training on a
space-available basis. However, the estimate does not include additional costs and expenses if you request
training for additional persons. As of the date of this Disclosure Document, we may conduct our training
programs remotely/virtually. Therefore, you may not incur any travel expenses if your training is done
remotely/virtually.

7. We do not require any prepaid deposits, permits or licenses before you begin the
operation of your Business but your particular locality may require a permit or license to perform
appliance repair or have other business licensing requirements. You are responsible for obtaining any
permits or appliance repair licenses as well as any other business licenses required in your locality and are
also responsible for any and all costs incurred in connection with compliance with federal and state laws
relating to the operation of the Business. You should consult your attorney and/or your local city, county
and state authorities about the specific legal requirements for payment of sales tax and business licenses
and related types of expenses.

8. These are estimates for fees that will be charged by your attorney to review the franchise
agreement and other documents, to advise you and to incorporate a business entity on your behalf if
desired. This estimate also includes fees charged by an accountant and/or financial advisor. Actual fees
will depend on the specific work you request, the advisors you select and the rates for professional fees in
your area.

9. If you already operate an existing business similar to the franchise, you may determine
that you do not need to allocate any amounts for real estate or related costs. The franchise can be operated
from your home, if your home is located within your territory granted by your franchise agreement and if
local zoning allows you to operate from your home, or any existing business premises. If you choose to
rent a place of business, you may expect additional investment requirements. The typical Mr. Appliance
Business has 500 square feet. Rent for a suitable facility of that size is estimated to range between $6,000
and $12,000 per year. In the range of fees in the table above we have included an estimate of $3,000 for
three months of rent for the high range estimate if you elect to rent space. Your actual costs will vary
depending on the size and condition of the rented property, regional cost differences, the size of your
territory and business and other factors.

10. We recommend that you have additional funds available during the start-up phase of your

franchise. These amounts are our estimates of the amount needed to cover your expenses for a 3 month
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period from the date you open for business. In computing this estimate, we relied on information provided
to us by our franchisees as well as on our and our predecessors’ 28 years of experience in managing and
developing this franchise system. We recommend you have funds available for a longer time period and
3 months should be viewed as the minimum time you should plan for. In addition, the actual amount you
may need will vary depending on the size of your territory and your knowledge of the business. Your
actual costs will vary according to your management skills, experience and business acumen; local
economic conditions; the local market for the franchise’s services; the prevailing wage rate in your
market; competition; the rate of growth of your franchise, whether you extend credit terms to customers
and the time of year you start your business. We recommend that you obtain independent estimates from
3" party suppliers of the costs which would apply to your establishment and operation of a franchise or
discuss the economic experience of opening and operating a franchise with our current and past
franchisees. This estimate does not take into account your personal living expenses, your salary, your
debt, ongoing working capital requirements, accounts receivable financing or other costs. Not included in
this estimate is the cost of attending the Reunion. In some cases, you will be required to attend the
Reunion within the start-up phase of your Business (See Item 6 for an estimate related to attending the
Reunion). We recommend that you review these figures carefully with your business advisors.

11. All of the fees listed as payable to us are non-refundable. The refundability of payments
made to 3" party suppliers is up to each supplier. Except as specifically stated above, the amounts given
may be subject to increases based on changes in market conditions, our cost of providing services and
future policy changes. We have no current plans to increase any payments over which we have control.

If you are, with our approval, converting an existing business offering similar services to a
Business or adding additional territory to a Business or purchasing a particularly large territory, the costs
stated above may vary. For example, as described in Note 3, if you already own a business that you are
converting to a Business, you may already own some of the equipment you will need so your costs may
be less than if you were beginning a new business. Also, if your territory is large or you are adding a large
territory, your costs may be more than the typical costs described above. For example, you may need
several vehicles and more equipment than you would need as compared with a smaller territory.

Renewal and Purchase of Operating Franchises

If you are renewing your franchise or if you are purchasing an operating franchised business (as
opposed to a territory that has not yet been developed), the above costs will not apply except to the extent
they apply in your ongoing business. You will pay a Renewal Fee of $5,000 instead of an Initial
Franchise Fee when you renew the franchise. Also, instead of an Initial Franchise Fee, we charge the
greater of (i) a 5% fee on the total gross sales price of the Business including all assets of the business or
(i1) a minimum transfer fee of $7,500 in the case of a resale/transfer (purchase of an existing Business). If
you choose to have legal review of your renewal franchise documents, the cost item above titled
“Professional Fees” would apply but we estimate the amount to be approximately $4,000 for a renewal
since your business has already been formed. The $5,000 estimated in the case of review of a franchise
agreement and formation of a legal entity to be the franchisee, if needed, would apply in the case of a
resale/transfer. This estimate does not include the cost of preparing and negotiating the purchase
agreement with the owner of the franchised business you are purchasing, if applicable, and you must
make your own estimate of those costs. If you are acquiring an operating franchise, you will pay to the
selling franchisee a purchase price for the business, which purchase price you will negotiate with the
selling franchisee.
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ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must maintain the highest standards of quality and workmanship in order to provide the
highest quality of service to your customers. You must use in the operation of your Business, and in the
offer and sale of the services and products we approve, only those techniques, procedures, and supplies
we specify in writing. You must offer all, and only such, products and services as we approve from time
to time. We may change any of our requirements periodically. We will notify you of any changes to the
standards or the Manuals.

Approved Supplies and Suppliers

We may furnish you from time to time lists of approved supplies and approved suppliers. We
reserve the right to require that you only use approved products, inventory, supplies, uniforms, tools,
equipment, signs, telephone and internet equipment and service, advertising materials, and other items
(the “approved supplies”) in the Business as described in the approved supplies and approved suppliers’
lists, as we may amend from time to time. We also may develop and research new products or services as
we determine necessary. We reserve the right to designate a primary or single source of supply for certain
products and supplies, and we or our affiliates may be that single source. You must pay the then current
price in effect for any purchases from us or our affiliates. You may not contract with an alternative
supplier for any products and/or services for which we have designated a supplier.

You may purchase from other suppliers if you follow our supplier approval procedures, as
described in the Manuals, and obtain our prior written approval. You must give us at least thirty (30)
business days’ prior written notice if you wish to purchase from a source other than our approved
suppliers. We may require that samples be delivered to us or to a designated independent testing
laboratory for testing before our approval is given. You must pay upon demand our (or the third party’s)
actual costs of the testing and any related costs/expenses (regardless of whether we grant an approval).
We will usually notify you of our decision within 10 days after we receive the test results. Additional or
different procedures may be required for approval of services, software or other special items, as
described in the Manuals. We reserve the right to revoke our approval at any time upon the supplier’s
failure to meet our then-current criteria.

We may also require that other products, supplies, equipment, inventory or services you use in
connection with the operation of your Business meet our then-current specifications (as we may from

time to time modify).

Software System

You must license the Software System from our designated supplier (currently us) and pay our
designee (currently ZorWare) a license fee for such Software System. We may update the System from
time to time and require you to use different and/or additional proprietary and/or other software and you
will be required to purchase/enter into software agreements/licenses for such software as we (or the third-
party supplier) specify and you will be required to pay to us or the third-party supplier fees for such
software. You must purchase one mobile device per technician or vehicle. See Item 11.

Other than with respect to the Software System, neither we nor our affiliates are currently an
approved supplier for any products or services, but we and our affiliates may be approved suppliers for
other/additional products and services in the future.
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We believe the Software System fees are equal to or lower than the prevailing market price you
would obtain if you engaged a third party on your own to provide comparable services of a comparable
quality on a consistent basis. This does not mean that we offer the lowest price; however, based on our
experience, vendors that provide lower pricing for a single franchisee or a small group of franchisees
and/or for a limited time do not promote the same level of uniformity in long-term system-wide product
quality and service that we, as the franchisor, or our affiliates are able to provide. The Software System
fees include a mark-up to offset ZorWare’s costs of administering and managing the Software System
related services; such mark-up exceeds ZorWare’s direct costs of the Software System related services,
and we or our affiliate (as applicable) may derive a profit from the Software System fees.

Vehicles

You may buy any vehicle that meets our specifications. You are not required to buy your vehicles
from any specified dealer, but you will receive the discount or Rebate only if your purchase qualifies
under the specific program in place and only at the times specified in the program. Vehicle Rebates are
applied at the time of purchase by the vehicle dealer, typically as a discount off of the vehicle purchase
price. Program details and documentation are available from ProTradeNet and must be used when
ordering the vehicle to receive the full benefit.

Call Center

You must use, at your own cost, a third-party call center provider for rollover customer calls and
for answering customer calls outside business hours, including on weekends. We reserve the right to
require you to use an approved or designated call center provider, which may be us or our affiliate, and/or
to require you to pay the call center fees to us or our affiliate.

Marketing Materials

All advertising and promotional materials, signs and other items we designate must bear the
Marks (see Item 13) in the form, color, location and manner we specify. Your advertising and promotion
must meet our standards as described in the Manuals or otherwise by us in writing. You may prepare and
use your own advertising or promotional materials provided that we have approved them in writing prior
to use.

Telephone Numbers and Electronic Identities

The telephone numbers and electronic identities you use in connection with the Business must be
owned and controlled by us or an approved supplier. We require you to “port” or transfer to an approved
call routing and tracking supplier all phone numbers associated with the Business or published in any
print or online directory, advertisement, marketing or promotion associated with the Marks and/or the
Business.

Purchasing Arrangements and Rebates

We do not provide you with any material benefits based on your purchase of particular products
or services, or your use of designated or approved sources. Our affiliate, ProTradeNet, negotiates and
enters into purchase arrangements, which may include discounted pricing, special terms, rebates or other
incentives with suppliers for the benefit of our franchisees. We may also negotiate or enter into these
types of arrangements directly. ProTradeNet has and may enter into relationships with other buying
groups, which may include competitors, for the purpose of improving negotiating strength and purchase
volume for the entire group. We or an affiliate (including ProTradeNet) may make available to you the
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opportunity to participate from time to time in certain discounts, rebates, or other benefits in connection
with approved suppliers (collectively, “Rebates”), if you meet certain conditions, such as supplier terms
and conditions and attendance at annual meetings. All Rebates not returned to franchisees may be retained
by us or our affiliate (including ProTradeNet) and used to cover administrative costs or to promote our
system and brands. Although neither we nor ProTradeNet have any contractual obligation to pay you
Rebates, in most instances, but subject to change and vendor relationships, ProTradeNet will retain 25%
of all Rebates, pay 25% of all Rebates to us and pay 50% of all Rebates to you, the franchisee, based on
qualifying purchases. The Rebates received by ProTradeNet from suppliers are generally a percentage of
each supplier’s annual billings to franchisees with respect to certain products or services provided by the
supplier to the franchisees. In 2023, these Rebates ranged from 1% to 35% of the suppliers’ annual
billings to franchisees. Some suppliers may also pay additional fees for advertising, which fees range
from $500 to $35,000; for marketing, which fees range from .5% to 1% of total qualified purchases by
franchisees from the supplier; and for sponsorships, and tradeshow space, which fees range from $500 to
$175,000, for the purpose of promoting their product or service to franchisees. All of these amounts and
percentages, including the percentages of Rebates retained by ProTradeNet and paid to us and to you and
all additional fees, may change in the future at our sole discretion. Rebates are typically paid on net sales
for qualified purchases and ProTradeNet may or may not from time to time include purchases made by
the MAP Fund in our rebate program. If MAP Fund purchases are included as qualified purchases,
ProTradeNet will allocate 100% of the rebates from those purchases to the MAP Fund. The agreement
you are required to sign with ProTradeNet to participate is included as Exhibit J hereto, and additional
terms and conditions, which may change from time to time, are included on the ProTradeNet website,
www.protradenet.com. While you are required to enter into the ProTradeNet Agreement, you are not
required to purchase any items under the ProTradeNet Program except as otherwise stated in this
disclosure document or required by your Franchise Agreement, our Manuals or our policies and
procedures. However, certain benefits, Rebates and special pricing will be available to you only if you
participate on the terms required by ProTradeNet or each individual supplier.

We may derive revenue as a result of your required purchases. Amounts listed below are based on
cash received and cash disbursed. Some Rebates may be received and the portion of any that are
disbursed may be held until the next national meeting before being disbursed. Not all suppliers provide
Rebates. A complete listing of suppliers providing Rebates and their rates is available from ProTradeNet.

o In the year ended December 31, 2023, ProTradeNet had revenue of $350,346 from purchases by
Mr. Appliance franchisees. These figures were computed from ProTradeNet’s internal accounting
records for the year ending December 31, 2023.

e In the year ending December 31, 2023, ZorWare had revenue of $1,836,418 from the required
purchases or payments by our Franchisees for initial training and maintenance and monthly
support. These figures were computed from ZorWare’s internal accounting records for the year
ended December 31, 2023.

e In the year ended December 31, 2023, we had revenue of $607,651, or about 3.56% of our total
revenues of $17,061,061, as a result of purchases by Mr. Appliance franchisees from approved
suppliers or under specifications or as a result of purchases, if any, directly from us. These figures
were computed from our internal accounting records for the year ended December 31, 2023.

e We or our affiliates may receive a commission from the brokerage of a capital lease or other
equipment finance, should you require financial assistance from third parties.

You must comply with all terms and conditions applicable to these programs to receive the
discount or Rebate. Additional information is available by contacting us. These programs may be changed
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or discontinued at any time. Other than the ProTradeNet program described above, we do not currently
participate in any purchasing or distribution cooperatives. We or our affiliate(s) may from time to time
negotiate purchase arrangements with suppliers (including price terms to the extent permitted by law) for
the items and services described in this Item 8 that you may obtain only from designated sources.

Key Accounts Program

We may, but have no obligation to, offer a Key Accounts or similar program. From time to time
we evaluate opportunities for Key Accounts which might be best administered through our parent, an
affiliate or a third party, as we determine in our discretion. If we establish a Key Accounts program, you
may participate in it subject to compliance with the standards and procedures of that program. We,
Neighborly Service Solutions and/or a third party we select, may solicit Key Accounts for the franchisees
of certain franchise systems affiliated with Neighborly, including us. A “Key Account” is a customer
account which may be national or regional and cover multiple customer locations (within and/or outside
your Territory) with whom we have entered into arrangements (i) for servicing of multiple locations of
such customers and/or (ii) that we determine are designed to benefit the System as a whole by gaining
otherwise unavailable business or addressing the concerns of such customers that may require specific
terms or provisions of our arrangement with them, including without limitation special insurance,
experience, equipment, pricing, payment terms, turnaround requirements, or approvals. A Key Account is
generally, but not always, a large organization with multiple locations that need products and services
provided by franchisees in our franchise system and/or the franchise systems of our affiliates around the
country or in a region or other area. The agreement to provide services may be formal or informal and the
account may be administered by us, an affiliate or a designee of ours. In some cases our Key Accounts
program provides a central number customers may call for those services. If you elect to participate in our
Key Accounts program, you must comply with the terms we specify, which may include provisions that
require the payment of management fees or other fees, including sales commissions or similar payments,
offering of special products or services at certain times or for certain prices (to the extent allowed by law)
and special insurance, indemnity, quality control and other provisions. You may also be required to enter
into additional agreements required by a Key Account or our policies and procedures. The Key Accounts
administrator may collect payments from Key Account customers and distribute payments to franchisees
for work provided but has no obligation, and we have no obligation, to make any payments to you for
work to the extent payment in good funds by the Key Accounts customer has not been made to us or the
administrator. We and/or the administrator of the Key Accounts program have the right to charge
additional amounts, including commissions or other fees or charges, to third parties and/or to Key
Account customers on account of work performed on Key Accounts by you or other third-party service
providers.

Insurance

Before you begin operating your Business, you must purchase, and maintain at all times during
the term of your franchise agreement, at your cost, insurance coverage, from a responsible carrier, with an
A.M. Best rating of A-VIII or better, with the coverage amounts, types and other features as we from time
to time specify, using the insurance industry form(s) acceptable to us, and such other insurance coverage
as required by law and any other agreement related to the Business. We reserve the right to designate a
primary or single source for all or any of the insurance coverage for the Business, and we or our affiliates
may be that primary or single source. Any person or entity with an insurable interest that we designate
(each, an “Additional Insured”’) must be named an additional insured on all required liability policies.
Each insurance policy must contain a waiver of subrogation in favor of the Additional Insureds. Your
insurance must apply as primary and non-contributory. Currently, our minimum insurance requirements
include (i) commercial general liability insurance, with minimum liability coverage of $1,000,000 per
occurrence (including Products/Completed Operations and Personal Injury and Advertising Injury) and
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$2,000,000 in the aggregate; (ii) auto liability coverage, combined single limit in the amount we specify,
up to $2,000,000 but no less than $1,000,000, on each owned, non-owned or hired vehicle used in
connection with the Business; (iii) workers’ compensation coverage, regardless of whether required by
state law, but with minimum coverage as required by state law (if applicable); (iv) $500,000 per claim
and in the aggregate cyber-liability insurance for financial losses arising from unauthorized access, loss or
corruption of data, including but not limited to privacy and data security breaches, misdirected funds,
virus transmission, denial of service and loss of income from network security failures; and (v) such other
insurance as from time to time required by us, under applicable law and under other agreements
applicable to your Business. With respect to Key Accounts, if the insurance amount required for any Key
Account or for Key Account work in general exceeds the amount specified as the maximum amount
required by us for any type of insurance, that higher amount required for the Key Account work will
apply. Additional insurance requirements are described in the Operations Manual.

You may satisfy the insurance coverage limits through an umbrella policy that meets all our
requirements. If you fail to purchase or maintain required insurance, we may, but are not obliged to,
obtain such insurance for you and keep the same in force and effect, and you must pay us, on demand, all
premiums charged for such insurance policies together with a reasonable fee for the expenses we incur in
doing so. We also have the right to terminate your Franchise Agreement for cause if you fail to comply
with our insurance requirements. You must deliver to us at commencement and thereafter annually or at
our request a proper certificate of insurance evidencing the existence of the required insurance coverage.
We also may request copies of all insurance policies. We may modify the required minimum limits and
types of coverage, by written notice to you. Upon such notification, you must immediately implement the
modification of the policy, and provide evidence thereof, in accordance with our request.

Accounting Software and Other Requirements

We recommend that you engage the services of a certified public accountant to assist you with the
set-up of your books and records, in using the appropriate chart of accounts that we require and in
producing monthly and annual compiled financial statements. If you request, we will provide you with
information about companies we are aware of that offer these services to our franchisees. We require that
you use an appropriate chart of accounts, comply with our operating procedures and specifications,
including internal audit standards, and use our required software (as part of the Software System) and that
your accounting must also be compatible with our required Software System. Currently, we also require
that you license QuickBooks Online from our designated vendor, Intuit Limited, although before the end
of 2024, we intend to include QuickBooks Online into the Software System as described in Item 6. We
may, upon demand, require you to provide us, within the time as we specify, with audited financial
statements, using an independent certified public accountant designated by or satisfactory to us, to adopt a
fiscal year consistent with ours, to cooperate with our auditors and to comply with such additional
requirements as may be reasonably necessary to enable us to meet our obligations under Generally
Accepted Accounting Principles and to comply with applicable accounting standards and rules.

None of our officers currently have an ownership interest in any approved supplier.
The cost of items purchased in accordance with our specifications represents approximately 50%

to 77% of your total purchases in connection with the establishment of your Business and approximately
20% of your on-going purchases in connection with operation of your Business.
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This table lists your principal obligations under the franchise agreement and other agreements. It
will help you find more detailed information about your obligation in these agreements and in other

ITEM 9

FRANCHISEE’S OBLIGATIONS

items of this disclosure document.

SECTION IN ITEM IN
FRANCHISE DISCLOSURE
OBLIGATION AGREEMENT DOCUMENT

a. | Site selection and acquisition/lease 2,5(A) and 11
Schedule A

b. | Pre-opening purchase/leases 5(A)=(F);9C) | 7,8&11

c. | Site development and other pre-opening requirements 5(A)=(F);9C) | 7,8&11

d. | Phase I and Phase II and ongoing training 6 11

e. | Opening 5(A) - (F); 9(C); | 11
6; Schedule A

f. | Fees 8; 10(C); 5,6,7& 11
Schedule A

g. | Compliance with standards and policies/Operating Manual | 2(A), (B); 3;5; 6; | 11
8(H), (); 9;

h. | Trademarks and proprietary information 3; 5(G), 5(0), 13& 14
Schedule F

i. | Restrictions on products/services offered 2(A); 3(A)-(C); | 8& 16
5(C), (D), (K),
(L) and (M)

j. | Warranty and customer service requirements 5(N) 11

k. | Territorial development and sales quotas 2(A), (B); 12
Schedule A

1. | Ongoing product/service purchases 5(A)-(F) 8& 16

m. | Maintenance/appearance/remodeling requirements 5(A) and (B) 11

n. | Insurance 9(C) 6 &8

0. | Advertising 7 11

p. | Indemnification 9(B) 6,9,13& 14

q- | Owner’s participation/management/ staffing 6 11 & 15

r. | Records and reports 8(H) and () 6

s. | Inspections and audits 5(H); 8(J) 6 &11

t. | Transfer 10 17
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SECTION IN ITEM IN
FRANCHISE DISCLOSURE
OBLIGATION AGREEMENT DOCUMENT

u. | Renewal 4(B) and (C) 17

v. | Post-Termination obligations 13 17

w. | Non-competition covenants 9(D); Schedule F | 17

x. | Dispute resolution 11 17

y. | Other

Guarantee of Franchisee Obligations (Note 1) 14(F); Schedule 14. 15

C

Notes:

1. If Franchisee is a corporation or other entity, all persons having a 5% or more ownership

interest must personally guarantee the obligations to be performed by the Franchisee under the Franchise
Agreement.

ITEM 10
FINANCING

We have no obligation to provide you any financing, but we may agree to finance a portion of the
initial franchise fee for qualified prospective franchisees under specified terms and conditions. Our
decision to finance the initial franchise fee will be based, in part, on your credit-worthiness, the collateral
you have available to secure the financing and our then-current financing policies. We do not provide any
financing in any transaction in which brokers are involved.

We limit the amount that we will finance - currently to an amount less than 50% of the total
equity, debt and other financial support of your Business (collectively, “obligations™). You must make a
written representation to us, in a form we specify, confirming the dollar amount of your obligations. The
representation must remain true through execution of your franchise agreement and we may elect not to
approve a transfer, including a transfer to a corporation or other entity wholly owned by you, if you do
not either maintain the same investment in your Business or pay any loans payable to us and our
Affiliates in full. Subject to the obligation limit, our standard financing is up to 70% of your initial
franchise fee, and we may agree, in our sole discretion, to finance up to 80% of your initial franchise fee
if you meet certain requirements.

You must qualify to purchase a franchise, meet our credit standards and be otherwise eligible for
financing to qualify for the following interest rates. We currently charge an interest rate based on your
credit score as follows:

Credit Score Annual Interest Rate

Under 600 12%
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Credit Score Annual Interest Rate

600 - 649 11%
650 - 699 10%
700 or more 9%

If we agree to finance a portion of the initial franchise fee, you must sign a promissory note when
you sign the Franchise Agreement. An example of our promissory note is attached as Schedule G to the
franchise agreement. You must pay us the down payment when you sign the franchise agreement and pay
the balance in monthly installments.

You must make note payments to us by automatic bank draft. Some banks and other financial
institutions may charge a fee for electronic transfers. Monthly payments will begin approximately 2
months after you complete Phase I Training. The length of the repayment term may be negotiable but will
generally follow these guidelines:

Loan Amount Length of Repayment Term
Less than $45,000 Up to 5 years

$45,001 - $75,000 6 years

$75,001 - $100,000 7 years

$100,001 - $150,000 8 years

Greater than $150,000 9 years

We require a security interest in the Business. You must sign a security agreement, substantially
in the form included in the promissory note attached as Schedule G to the franchise agreement, granting
us a security interest in all your assets, including after-acquired property, and we will file a UCC
financing statement with the appropriate governmental authority. We have the right to require additional
forms of security.

You may prepay the note at any time without penalty. If you default, including if you default
under the Franchise Agreement, we may declare the entire remaining amount due. If you do not pay us
the entire balance and any accrued, unpaid interest, you may be responsible for the court costs and
attorneys’ fees we incur in collecting the debt from you. We may terminate your franchise agreement if
you do not pay us.

You must waive your rights to certain notices of a collection action in our promissory note,
security agreement and guaranty but there are no waivers of defense in our promissory note, security
agreement or guaranty. If you are a legal entity, your shareholders, members, partners and/or owners must
personally guarantee the debt and agree to pay the entire debt and all collection costs. We have the right
to require a spouse’s personal guaranty.

The financing described in this Item 10 is provided by us, Mr. Appliance SPV LLC.

We may sell, assign or discount any promissory note or other obligation arising out of the
franchise agreement to a third party. If we sell or assign your promissory note, it will not affect our
obligation to provide the services to you that are described in the franchise agreement but the third party
may be immune under the law to any defenses to payment you may have against us.
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We may periodically agree with third-party lenders to make financing available to our qualified
franchisees and we may, in our sole discretion, refer you to a third-party lender for financing. We have no
control over whether financing will be offered to you by any third-party lender. The lender is not
obligated to provide financing to you or to any other franchisee that the lender finds does not meet its
credit requirements and loan criteria. If we refer you to a third party lender for financing, we may agree to
take a short-term promissory note (in a form we provide to you) until your financing is arranged. You
must use the proceeds from the lender to pay any promissory note to us.

We do not currently derive income from referrals or placement of financing with any third-party
lender. However, we may require payment from you or other persons for the placement of financing in
the future. If we charge for placing financing in the future, we expect to use the payments to offset our
expenses in doing so.

We do not guarantee your obligations to third parties.

We may, in limited circumstances, agree to finance a portion of any renewal fee for qualified
franchisees at a 12% interest rate under specified terms and conditions. Our decision to finance a renewal
fee will be based, in part, on your credit-worthiness, the collateral you have available to secure the
financing, and our then-current financing policies.

ITEM 11

FRANCHISOR’S ASSISTANCE, ADVERTISING,
COMPUTER SYSTEMS AND TRAINING

Except as listed below, we are not required to provide you with any assistance.
As noted in Item 1, we have entered into a management agreement with Manager for the provision of
support and services to Mr. Appliance franchisees. However, we remain responsible for all of the support

and services required under the Franchise Agreement.

Pre-Opening Assistance: Before you open your Business, we or our designee will:

1. Provide you with site selection guidelines and general specifications and standards,
including any specific requirements if you intend to operate the Business from your
residence (Franchise Agreement, Section 5A).

2. Provide you with the list of approved supplies (which will include written specifications
for certain items of equipment, signs, fixtures, opening inventory and supplies in some
instances and approved suppliers in other instances). We do not deliver or install any
items. (Franchise Agreement, Section 5D).

3. Provide you with either a written or an electronic copy of the Manuals (or electronic
access to the Manuals) that detail the specifications and procedures incidental to the
operation of the Business (Franchise Agreement, Section 5F).

4. Provide the training programs described below (Franchise Agreement, Sections 6B and
O).
5. Provide you with opening support for your Business and any additional support we

determine necessary (Franchise Agreement, Sections 6B and C).
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Ongoing Assistance. During the operation of your Business, we or our designee will:

1. Maintain the Marketing, Advertising and Promotion Fund (the “MAP Fund”) (Franchise
Agreement, Section 7A).

2. Provide updates to the lists of approved supplies and approved suppliers and continue to
research and develop new products and services (Franchise Agreement, Section 5D).

3. Make periodic visits to your Business as we reasonably determine to be necessary to
provide consultation and guidance (Franchise Agreement, Section SH).

4. Provide refresher training courses, and regional meetings and conventions as we
determine necessary and require you to attend. We may charge you a fee to attend (and
for your employees to attend) regional meetings or conventions that we deem necessary.
In this event, you must pay all expenses for you and your employees, including training
materials, travel and living expenses (Franchise Agreement, Section 6C and E). For more
information on the Reunion, see Item 6. As of the date of this Disclosure Document, we
may conduct our training programs remotely/virtually. Therefore, you may not incur any
travel expenses if your training is done remotely/virtually.

5. Provide ongoing communication and support and updates to the Operations Manual
(Franchise Agreement, Section 5F).

In addition, based on examples from MR. APPLIANCE businesses, we may, from time to time,
make suggestions to you with regard to your pricing policies. In addition, we have the right to
negotiate Key Account arrangements, including pricing, which will bind all MR. APPLIANCE
businesses providing services to such Key Accounts. Although you generally have the right to
establish prices for the products and services you sell, we reserve the right to establish and
enforce prices, both minimum and maximum, to the extent permitted by applicable law. We may
offer preferred customer plans that offer customers discount prices under certain terms and
conditions. You are not required to offer these plans to customers but, if you do elect to
participate in our preferred customer plans, you must offer the discount prices set by the plans in
accordance with the terms of the plan. (Franchise Agreement, Sections SM and 5N)

We are not required to provide any other service or assistance to you during your operations.

Marketing

MAP Fund and Local Advertising

We collect a MAP Fee from you for the MAP Fund equal to 2% of Gross Sales, except that a
lower percentage rate applies for “roll-in” sales (i.e., 0.5% to 2% of Gross Sales) as provided in Item 6.
(Franchise Agreement, Section 8C)

We have established the MAP Fund and have designated the Manager (i.e., Neighborly
Company) to administer the MAP Fund. The MAP Fund is not a trust or escrow account, and neither we
nor the Manager have any fiduciary obligations with respect to the MAP Fund. If all of the MAP Fees are
not spent in the fiscal year in which they accrue, the remaining amounts are retained in the MAP Fund for
use in the following years. The Manager may use the MAP Fund for various purposes related to the Mr.
Appliance franchise system, including, but not limited to, (1) broadcast, print or digital advertising; (2)
the creation, development and production of advertising and promotional materials (i.e., print ads, digital
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radio, film and television commercials, video, digital ads, direct mail pieces, and other print advertising);
(3) any marketing or related research and development; (4) advertising and marketing expenses, including
product research and development and services provided by advertising agencies, public relations firms or
other marketing, research or consulting firms or agencies; (5) the development, licensing and/or use of
any tools and platforms in connection with marketing, advertising and promotional activities; and (6)
expenses, administrative costs and overhead we or the Manager may incur in activities related to
maintaining, administering, directing, and conducting the MAP Fund and its programs, including
compensation to employees or any other individual or entity providing services to the MAP Fund.
(Franchise Agreement, Section 7A)

The Manager determines the use of the monies in the MAP Fund. The Manager is not required to
spend any particular amount on marketing, advertising or promotion in the area in which your Business is
located. The Manager and the MAP Fund may collaborate with the advertising funds of certain franchise
systems affiliated with us. There can be no assurance that the MAP Fund’s participation in these
collaborations and joint efforts will benefit the franchised businesses using the Marks proportionately or
equivalently to the benefits received by the other franchised businesses or the other franchised systems
affiliated with us that also participate. The Manager oversees the advertising programs and uses the MAP
Fund to create marketing materials and conduct national, regional or local advertising. We will contribute
to the MAP Fund amounts equal to your required percentage for each similarly situated company-owned
and affiliate-owned Mr. Appliance businesses. From time to time we may contribute to the MAP Fund
some amounts paid to us by outside suppliers. The Manager will prepare an annual unaudited accounting
of the MAP Fund and will make it available for your review upon your written request. The Manager has
its own in-house marketing and advertising production capabilities, but also may use an outside national,
regional, or local agency. Neither we nor the Manager will use any of the advertising funds for the
solicitation of franchise sales, but any marketing materials the Manager produces may designate
“Franchises Available.”

We reserve the right to cause the MAP Fund to be incorporated or operated through another entity
separate from us or the Manager at such time as we may deem appropriate, and any such successor entity
will have all our rights and duties with respect to the MAP Fund. We or the Manager may use collection
agents and institute legal proceedings at the MAP Fund’s expense to collect MAP Fund contributions. We
may also forgive, waive, settle, and compromise all claims by or against the MAP Fund. If we terminate
the MAP Fund, we will refund to you your pro-rata portion of any amounts remaining in the MAP Fund,
based on your contributions to the MAP Fund. (Franchise Agreement, Section 7A)

During the fiscal year ended December 31, 2023, the Map Fund contributions were primarily
allocated toward the following uses:

Type of Expense Percent of Expenses
Production 13%
Administrative Expenses 3%
Digital & Other Media 76%
Placement
Public Relations 8%
Other 0%
Total 100%
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The MAP Fund is administered in part by an Advisory Council consisting of our President; our
Vice President of Operations; a member of our Marketing department; and certain franchisees elected by
their peers. The Advisory Council serves in an advisory capacity and its decisions are subject to our
approval. We have the right to create, change or dissolve the Advisory Council. Other than the advisory
input from the Advisory Council, we or the Manager will direct all activities that the MAP Fund finances,
with sole control over the creative concepts, graphics, materials, communication media, and endorsements
used and their geographic, market, and media placement and allocation.

In addition to your payments of the MAP Fee, we reserve the right to require you to spend
annually the Minimum Local Marketing Spending, and regardless you must spend the First Year
Marketing Spend Requirement (together with the Minimum Local Marketing Spending, the “Minimum
Local Marketing Amounts”) in connection with the opening and first year of operation of your Business.
If you fail to make the required expenditures, we have the right to collect the deficiency and spend it as
provided below in this paragraph. We reserve the right to require you to use one or more designated
vendors in connection with your local marketing and promotional activities. In addition, we reserve the
right to collect (on a monthly or quarterly basis, as we may from time to time designate) the Minimum
Local Marketing Amounts and in return provide to you local promotional, marketing and advertising
materials and related services to promote the Business in the Territory. See Items 5 and 6 for more
information. All of your local marketing and promotion (including through social media) must be in
media that we approve, conducted in a dignified manner and conform to the standards and requirements
that we specify, including compliance with all Mark usage and branding standards. Specifically, you
must submit all advertising materials to us at least fourteen (14) days prior to use. If we do not respond
within 14 days after you submit the proposed advertising materials to us, the advertising materials will be
deemed unapproved. Should your franchise agreement terminate prior to our providing such local
promotional, marketing and advertising materials and related services in the Territory, we reserve the
right to contribute the Minimum Local Marketing Amounts collected to the MAP Fund. (Franchise
Agreement, Section 7B)

We reserve the right to require advertising or marketing cooperatives and/or local marketing
groups (“LMG”) to be formed, changed, dissolved or merged, based on specific criteria determined by us
for designated marketing areas. We typically determine the local marketing areas based on a combination
of designated market area and core-based statistical area data. We have the right to establish how LMGs
operate and to administer the LMGs. If an LMG is established in your market, you will be designated to
be a member of the LMG. We will determine the amount of member contribution, which will be a
percentage of Gross Sales and will not to exceed 3% of Gross Sales. Other franchisees that will be
members of the same LMG will contribute on the same basis as you. We may require that some or all of
your LMG contribution be paid to us or our affiliate, and we reserve the right to use your LMG
contribution on any promotional, marketing and advertising initiatives, including digital and other
marketing and brand awareness programs. As of the issuance date of this Franchise Disclosure
Document, we may require that a portion of your LMG contribution (currently, 2% of your Gross Sales)
be paid for use towards the Neighborly marketing and brand awareness initiatives, which may include
service professional recruitment marketing. Your contribution to the LMG will count towards any
required Minimum Local Marketing Spending but any required Minimum Local Marketing Spending will
not represent a limit on your LMG contributions. Each company-owned or affiliate-owned Mr.
Appliance® business located within the LMG’s market will be a member and will contribute to the LMG
on the same terms as franchisees. The LMG will not be required to operate from written governing
documents although we may establish written operating guidelines and rules for the LMG. The LMG will
not be required to prepare annual or periodic financial statements. All promotional and advertising
materials proposed to be used by the LMG must be approved by us prior to use. As of the date of this
disclosure document, the LMGs we plan to establish will be local marketing groups rather than
advertising cooperatives. (Franchise Agreement, Section 7D)
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Call Center Program

You must use, at your own cost, a third-party call center provider for rollover customer calls and
for answering customer calls outside business hours, including on weekends. We reserve the right to
require you to use an approved or designated call center provider, which may be us or our affiliate and/or
to require you to pay the call center fees to us or our affiliate. See also Item 6. (Franchise Agreement,
Section 5E)

Computer System

You must purchase a computer system that meets our standards and requirements (the “Computer
System”). You must license business management software (the “Software System”) from us and pay
license and other fees for use of same, as discussed below and in Items 5 and 6. Additionally, you may be
required to license additional software from us, an affiliate, or a third party and you also may be required
to pay an additional software licensing or user fee in connection with your use of such software. You will
be liable for all damages and problems caused by your use of any software or the Computer System. We
will have full and complete access to the information and data entered and produced by the Computer
System and can use them in any way we deem appropriate. You must maintain a dedicated email account
for the Business, separate from any personal or other email account. You must purchase any upgrades,
enhancements or replacements to the Computer System and/or hardware and software that we may from
time to time require, and that may be referenced in the Operations Manual. Except as provided in Exhibit
K (License & Maintenance Agreement), we have no contractual obligation to maintain, repair, update, or
upgrade the Computer System. You must make sure that you are in compliance with all laws that are
applicable to the Computer System or other technology used in the operation of your Business, including
all data protection or security laws as well as payment card industry compliance.

You must use the following hardware and software in the operation of the Business:
Hardware

The current cost of hardware for the Computer System is between $450 and $2,000 per computer,
although the cost may increase in the future. You must use a computer with adequate memory, speed and
storage to run the software we require you to use (described below). We will periodically assist you in
determining the appropriate hardware and operating systems needed to support the required software but
we are not obligated to provide or assist you in obtaining computer hardware. You may acquire your
computer hardware from any source. You may use any type of computer that meets our requirements and
will run the required software.

Currently, for office use, we recommend a PC with a 3.0GHz or higher 10 Core processor; 16 GB
RAM; minimum 120 GB SSD hard drive; high speed Internet access capability, 1080P color monitor; 2
monitors; keyboard; mouse; and a laser or ink jet printer.

Currently, you must bring a laptop computer to training with at least a Quad Core 3.0 GHz
processor or the equivalent; 8 GB RAM; 120 GB SSD hard drive; 1080P color monitor; and WI-FI 5
capable.

Currently, you must provide a current model iPad to each of your technicians for use with
customers or otherwise in connection with the operation of the Business. We estimate the current cost of
these tablets to be $500 each.
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You must pay for all maintenance of your Computer System, internet access, and local area
networks, at your own expense. We do not require you to sign any hardware maintenance or support
contracts with us or any third party suppliers. In our experience, most of the computer hardware will have
a manufacturer’s warranty that you can extend at additional cost. We estimate that the annual cost to
maintain the Computer System is $100 - $200 for maintenance not covered under manufacturer’s
warranty. We do not guarantee, warranty, maintain or support any computer hardware in any manner.
You should determine for yourself whether or not any third party supplier from whom you purchase any
component of your Computer System is obligated to provide ongoing maintenance, repairs, upgrades or
updates to any component of your Computer System, and determine the additional cost for the services.

Software System

You must license our Software System (currently, SmartWare, Qvinci, one NPS product
(currently, Broadly), FranConnect, and two (2) Microsoft Office365 Exchange email accounts) from our
designated supplier (currently us), sign a license and maintenance agreement for same in the form
prescribed by us or such designated supplier (the current License & Maintenance Agreement is attached
as Exhibit K), and pay our designated supplier (currently ZorWare) an initial enrollment fee and monthly
support and maintenance fees by automatic bank draft (see Items 5 and 6). These fees cover maintenance
on the Software System as provided in the License and Maintenance Agreement (attached as Exhibit K).
We will provide you access to the Software System in its hosted environment (via Remote Desktop or
access to a website) which is proprietary to our System. The Software System provides inventory tracking
and management, customer and prospect tracking, scheduling, dispatching, point of sale invoicing
interfaced with general ledger software, customer service history, sales analysis, reporting functions and
our confidential operations set-up and menu pricing guide. Other software and services that we make
available in the hosted environment which is available to you as a part of the Software System (see Item
6) include software for accounting functions, spreadsheet capability and word processing functions, and
data backup and recovery.

Currently, you must participate in an electronic system of reporting Gross Sales from the
operation of your franchise through our Software System.

You may not at any time substitute any other software for the software we require. We will have
independent access to the Software System and certain information in your Computer System, including
sales and related data, and there are no contractual limitations on our right to access this information and
data.

To protect us from unauthorized use of the Software System, the Software System includes a
device that enables us to stop it from working and/or receiving updates (“Security Device”). We may use
the Security Device if you breach your obligations or if the agreements expire or terminate. We may
change any cut-off date in the Software System if you are in default. If we use the Security Device, we are
not liable for any loss of data, interruption of business, or any other resulting damages.

In addition, you must also purchase or obtain separately and use the following:

e An operating system that will provide access to the Internet and run Software System

e Google Chrome

e Adobe Acrobat Portable Document File (PDF) Reader
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e QuickBooks Online, licensed pursuant to the terms and conditions at
https://quickbooks.intuit.com/global/terms-of-service

We currently estimate the cost for the software you must purchase separately to be approximately
$400 to $550, but this may vary based on whether some of the software is purchased together with your
computer hardware. Our computer hardware and software requirements, including the Software System,
will periodically change and you will be required to update your systems and you may incur additional or
higher fees and costs in connection with any such changes or updates. There are no contractual limitations
on your obligations to upgrade your Computer System and pay for those upgrades or changes. We will
advise you of any required upgrades, updates or changes. In addition, before the end of 2024, we intend to
include QuickBooks Online into the Software System you are required to license from us. You will then
pay the fee for QuickBooks (which will be $30-$200 per month depending on the license tier that you
select) to ZorWare and the fee will be included as part of the Software System Monthly Fee amount.

We may periodically develop other proprietary software and other systems, products and
upgrades that we may require you to use. We may charge you a license fee for any new software.

Other than the Computer System requirements described above, you do not have to buy or use an
electronic cash register.

We will make available to you an optional third-party web-based job applicant tracking system
(“Paradox ATS”), which will allow you to create and manage local job postings online, track job
applicants, and manage your recruiting efforts. Your use of the Paradox ATS will be subject to Paradox,
Inc.’s terms of use. You will pay us or our affiliate an annual fee at the then-current rate (the fee is $380
for 2024; for 2025 the annual fee will be between $500 and $650). We may increase the fee annually to
reflect any price increases from the vendor, Paradox, Inc. See also Item 6. You may opt out of using
Paradox at any time. Your access to this third-party applicant tracking system in no way shifts any
employee or employment related responsibility from you to us. You are, and will remain, the sole
employer of your employees at all times, and you are solely responsible for all employment decisions and
actions related to your employees.

Internet Service Provider

You must have a primary and we recommend a secondary or “back-up” source of internet access.
Your primary internet access must be high speed business class internet service with a minimum of 1
megabit per second (Mbps) of available band width per named Software System user. We may modify
these requirements in the future. You may use any independent Internet service providers (“ISP”) of your
choice as long as each allows you to perform all necessary functions. (Franchise Agreement, Section 5E)

System Website, Intranet and Electronic Communications and Data

We own the domain name www.mrappliance.com and use it as our primary website for
information about franchised businesses. You must provide information to us promoting your Business to
post on the website. You may not separately register any domain name or any social media account
containing any of the Marks or establish a website or social media account for the Business without our
prior written consent. We reserve the right to pre-approve, establish rules, procedures, and policies
relating to any website or social media account you create for the operation of your Business. Our system
standards will apply to website advertising. At our option, we may, in the future, establish one or more
additional websites to advertise, market, promote and operate Mr. Appliance businesses and the franchise
opportunity, and provide you certain additional website-related services such as a listing for your location,
or a web page, and we may charge you a fee for such services. (Franchise Agreement, Section 5K)
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We make no warranties and disclaim any express or implied warranty relating to any software,
data, Intranet, website or other related items provided or recommended by us. If we provide you with any
software or require the use of any software, Intranet, website or other related items we will not be liable
for any costs or expenses, including any special, indirect, or other damages (including lost profits), even if
we have been advised of the possibility of damages and even if the software did not function properly or
had design problems that may have contributed to any loss.

You must comply with all policies and procedures as described in our Manuals, and execute any
required agreements for use of our Intranet or any electronic communication, or data storage/retrieval
system, website or software, as we periodically require, including policies that require you to identify
yourself in all electronic communications as an independently owned business. We may periodically
modify these rules and policies at our discretion. We are not obligated to provide you with an internet or
intranet email account or system but we do currently use an on-line system for the communication of
information and Internet/electronic mail access. We may discontinue the current system of
communication and Internet/electronic mail at any time and you may be required to maintain an account
we designate with a provider of our selection and pay the required fees. See Item 6. We are not obligated
to monitor or create/maintain any backup of email and information/data related to email. There are no
contractual limitations on our right to access information and data on the electronic communication and
Internet/electronic mail systems. You agree you have no right of privacy with respect to such
communications and data and we may access these email communications and data. Any access to,
monitoring or copies of, data related to electronic communications and emails will be solely for our
benefit.

We may use all data provided by you to us for any and all purposes for which we may solely
determine, including financial information and assessments or similar data, and may share and disclose
the data to/with our affiliates, their franchisees and our franchisees, and all prospective franchisees,
without restriction and without compensation, subject to compliance with applicable laws. We will
disclose such financial information and data to any other third party only after your name has been
omitted unless you consent or as required by judicial process or a governmental investigation, in each
case subject to compliance with applicable laws. (Franchise Agreement, Section 5E).

Site Selection

You select the site for the Business with site selection guidelines we provide. You must verify to
us that your site complies with our site selection guidelines. We do not select your site. You may operate
the Business from your home if your home is located within your Territory and if local zoning permits;
however, you have the option to lease office space. We will approve your site so long as it meets our site
selection guidelines. The factors we consider in approving your site are whether the site is located within
your Territory and whether it meets zoning requirements. We will attempt to approve or disapprove your
selected site within 10 business days after you submit the location (together with evidence of its
compliance with our site selection guidelines) to us for approval. There are no consequences if you and
we can’t agree upon the location, except that the franchised business cannot be operational. We do not
generally own the premises for a franchised business and lease them to a franchisee. You must begin
operating your Business within 6 months from the date you sign a Franchise Agreement, although you
may not commence operations of your Business until you successfully complete our training program and
have otherwise complied with your pre-opening obligations. (Franchise Agreement, Section 5A)

Manuals

The “Manuals” include the Operations Manual.
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We will loan you copies of or provide electronic access to our Manuals, which contain mandatory
and suggested specifications, standards and procedures. You must adopt and use as your continuing
operational routine the required standards, service style, procedures, techniques, and management systems
described in our Manuals or other written materials relating to the Business. The Manuals will contain
both mandatory standards and recommended standards. You must treat the Manuals, and other written
materials created for or approved for use in the operation of the Business, and the information contained
in them, as confidential. The Manuals will remain solely our property. We may, from time to time,
revise the contents of the Manuals and you must comply with each new or changed standard. The
Manuals have a combined total of 136 pages. (Franchise Agreement, Section 5G)

The table of contents from our Operations Manual is as follows:

Topic No. of Pages
Introduction to Mr. Appliance 8
The Franchise Relationship 13
Operations 13
Front Line Service 9
Customer Service-Telephone Procedures 5
Franchise Compliance 79
ProTradeNet 1
Operating Software 8
Total Pages 136
Training

The training requirements may vary depending on your experience and other factors specific to
the Business. We (or our affiliate) may, but we are not obligated to, provide Phase I Training which may
be conducted at a location of our choosing or via webinar/video-conferencing at no additional cost to you.
If we require, you must attend the Phase I Training with your assigned Franchise Consultant or other
designated person prior to participating in other training. We or our affiliate will provide you with Phase I
and Phase II Training at no additional cost. At least one owner or designated manager must attend and
complete Phase I and Phase II Training to our satisfaction and in the case of Phase Il training an owner as
well as any manager of a location must attend and complete training to our satisfaction. You must pay all
travel, living and miscellaneous expenses for you and your employees while attending training. If it
becomes necessary to retrain a certain individual, we reserve the right to charge you a training fee. All
Phase II Training occurs at our offices in Waco, Texas or at such other locations as we may designate, or
via webinar/video conferencing, at various times during the year, depending on the number of new
franchisees entering our franchise system. The Phase I Training will generally last five days but training
time may vary depending upon the knowledge, qualifications, and experience of the franchisee (Franchise
Agreement § 4.1). After Phase I Training has been completed, you will attend Phase II training, which
generally will last 5 days. Phase II Training occurs at our offices in Waco, Texas or at such other
locations as we may designate, or via webinar/video conferencing at various times during the year. You
must pay all travel, living and miscellaneous expenses for you and your employees while attending Phase
IT Training. Phase III Training is comprised of tasks and learning related to setting up your Business.
Phase III Training occurs via telephone or webinar/video conferencing after Phase I is complete. In
addition, you will be required to attend field training including visiting the office of a designated existing
franchised business selected by us for a period of 1 to 5 days to observe the office and field processes and
procedures (although this training may be done remotely/virtually). You will not be compensated for your
work at the franchised business and you must pay all your travel, living and miscellaneous or other
associated expenses while attending field training.
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If this is a resale/transfer, you will be required to complete the initial training program, although
we may modify the training based on the circumstances in the event you are a transferee/buyer and have
signed a Buyer Commitment Agreement.

Any training provided by us or our affiliate to any of your workers will be limited to training or
guidance regarding the delivery of approved services to clients in a manner that reflects the customer and
client service standards of the System. You are, and will remain, the sole employer of your employees at
all times, including during all training programs, and you are solely responsible for all employment
decisions and actions related to your workers. You are solely responsible for ensuring that your workers
receive adequate training. (Franchise Agreement, Section 6)

The training schedule and activities of the training programs are described below:

PHASE I TRAINING PROGRAM

Hours of | Hours of
Classroom On-The-Job

Subject Training Training Location

Sure Start Overview 0.05 0 Webinar/Video-Conferencing
MRA Phase 1 Outline 0.05 0 Webinar/Video-Conferencing
Franchise Responsibilities 1.5 0 Webinar/Video-Conferencing
MRA Intranet/Franconnect 1 0 Webinar/Video-Conferencing
Marketing 2 0 Webinar/Video-Conferencing
Frontline Service 1 0 Webinar/Video-Conferencing
Telephone Answering Best Practices |0.50 0 Webinar/Video-Conferencing
SmartWare/SmartWare Mobile 1 0 Webinar/Video-Conferencing
PTN Introduction 1 0 Webinar/Video-Conferencing
Budget — P&Ls 1 0 Webinar/Video-Conferencing
EIQ Training 1 0 Webinar/Video-Conferencing
MRA Phase 1 Learning Evaluation [0.50 0 Webinar/Video-Conferencing
Total 10.6 0 Webinar/Video-Conferencing

PHASE II TRAINING PROGRAM
Hours of Hours of
Classroom On-The-Job
Subject Training Training Location
Company Specific Greetings and 0.50 0 Offices in Waco, TX or virtual
Introductions training
Full Group Meeting Introductions 0.10 0 Offices in Waco, TX or virtual

training
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Hours of Hours of
Classroom On-The-Job
Subject Training Training Location

Design Your Life 3 0 Offices in Waco, TX or virtual
training

Get Noticed (products) 0.25 0 Offices in Waco, TX or virtual
training

Your Marketing System 1.00 0 Offices in Waco, TX or virtual
training

Frontline Service System 1.15 0 Offices in Waco, TX or virtual
training

Recruiting 1.25 0 Offices in Waco, TX or virtual
training

Retaining Your Team 0.50 0 Offices in Waco, TX or virtual
training

Review Previous Day 0.25 0 Offices in Waco, TX or virtual
training

MRA Business Overview 1.50 0 Offices in Waco, TX or virtual
training

Introduction to Mr. Appliance 2 0 Offices in Waco, TX or virtual
training

Public Relations 0.75 0 Offices in Waco, TX or virtual
training

Mr. Appliance Marketing 3.25 0 Offices in Waco, TX or virtual
training

Budget and Quickbooks 1.25 0 Offices in Waco, TX or virtual
training

Review Previous Day 0.25 0 Offices in Waco, TX or virtual
training

Franchisee/Employer 1.25 0 Offices in Waco, TX or virtual
Responsibilities training

Resources and Forms 2.00 0 Offices in Waco, TX or virtual
training

Add-on Sales 2.00 0 Offices in Waco, TX or virtual
training

Vendors / ProTradeNet 2.00 0 Offices in Waco, TX or virtual
training

Review Previous Day 0.25 0 Offices in Waco, TX or virtual

training
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Hours of Hours of
Classroom On-The-Job
Subject Training Training Location
A Day in the Life of Mr. Appliance 6.25 0 Offices in Waco, TX or virtual
training
Review Previous Day 0.25 0 Offices in Waco, TX or virtual
training
Business Plan 1.50 0 Offices in Waco, TX or virtual
training
Leadership Development 2.00 0 Offices in Waco, TX or virtual
training
Workshop: Opening Your Business 2.00 0 Offices in Waco, TX or virtual
training
Final Q&A 0.50 0 Offices in Waco, TX or virtual
training
Sharing Your Goals 0.50 0 Offices in Waco, TX or virtual
training
Classroom Graduation 0.50 0 Offices in Waco, TX or virtual
training
Total 38 0 Offices in Waco, TX or virtual
training
PHASE III TRAINING PROGRAM
Hours of Hours of
Classroom On-The-Job
Subject Training Training Location
Goals and Dreams 0.10 0 Telephone or Webinar
Business Plan 1 0 Telephone or Webinar
Set up Local Business & Office 2 0 Telephone or Webinar
Set up Vendor Accounts 3 0 Telephone or Webinar
Set up Marketing / PR 2 0 Telephone or Webinar
Software Training 6 0 Telephone or Webinar
Employee Hiring and Training 4 0 Telephone or Webinar
Review MRA System and Forms 2 0 Telephone or Webinar
Set up Van, Parts and Website 1 0 Telephone or Webinar
Trial Opening 0.50 0 Telephone or Webinar
Additional Topics 2 0 Telephone or Webinar
Total 23.6 0 Telephone or Webinar
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FIELD TRAINING PROGRAM

Hours Of Hours Of
Classroom On-The-Job
Subject Training Training Location
Field Training in an Operating 0 8 -40 Various locations to include
Business Businesses selected by us as
appropriate for training
purposes or virtual training

The training program is typically held 10 times per year or whenever minimum class sizes are
achieved.

Our instructors include our Vice President of Operations, who has 9 years of experience in the
appliance business and 9 years of that with us and Predecessor. Our President and Vice President have
responsibility for our training staff, consisting of assistants, sales and marketing staff, franchise service
personnel and officers and personnel from our affiliate companies. These instructors’ length of experience
in the appliance repair industry ranges from 45 years to 9 years; with 45 years to 9 years of that
experience with us and Predecessor. See Item 2 for additional information about the experience of our
President and Vice President. Generally, the instructors will conduct the training using specified lectures,
presentations, our manuals and other supplemental material. However, we may substitute, add or modify
at various times during the year, the subjects covered, instructional materials, hours of classroom and/or
hands-on training, and instructors for classroom and hands-on training.

You must also attend, every year, at your expense, the annual training or conference event
specified by us and currently referred to as “Reunion” (see Item 6 for more detail), and any other training
we designate as required. We may also require you to attend and complete a “refresher” training course or
advanced training course if we determine that you are not current on all aspects of the System or are
otherwise in need of training.

Opening of Franchise

Our franchisees typically open for business within 45 days after completing Phase II Training,
which will generally take place 1 to 3 months after signing the Franchise Agreement. The Franchise
Agreement requires you to open within 6 months after signing the Franchise Agreement. The factors that
affect how quickly you can open your Business include the training schedule, your ability to obtain
necessary financing, any local requirements for permits or licenses and your ability to complete our
recommended pre-training agenda. (Franchise Agreement, Section 5A)

ITEM 12
TERRITORY

You will receive the right to operate a Mr. Appliance business at a location within your territory
that meets our site selection guidelines (the “Franchise Location™). Your Franchise Agreement will also
specify a designated territory that will provide you limited territory protection (the “Territory””). The
Franchise Agreement does not grant you any territorial rights beyond the Territory.

Your Territory will have a minimum population that is generally at least 150,000 and a maximum
population that is generally no more than 300,000. A larger population may be allowed under certain
circumstances (e.g., densely populated urban areas or a high percentage of the prospective territory is
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impoverished). You will maintain rights to your Territory even if the population in your Territory
increases.

If you wish to relocate from your Franchise Location to a new business site, we will authorize
you to do so; provided (1) you are not in default of the Franchise Agreement, any other agreements with
us, or the lease for the former Franchise Location, (2) you are current on your financial obligations to us
and our affiliates and all your third party creditors, and (3) you open for business at the new location on
the same day you close your former Franchise Location. You may operate from your home if your home
is located within your Territory and if local zoning permits or from any existing business premises.

You will not receive an exclusive territory. You may face competition from other franchisees,
from outlets we own, or from other channels of distribution or competitive brands that we, our affiliates
or third parties control, operate or franchise. However, provided you are in full compliance with your
Franchise Agreement, we will not operate or grant a franchise for the operation of another Mr. Appliance
franchise with rights to market within your Territory during the term of your Franchise Agreement.

We and our affiliates reserve all other rights not specifically granted to you, including the right,
while your Franchise Agreement is in effect, to sell or allow others to sell: any products or services
anywhere using different trademarks; the same or similar products and services, competitive with those
you will provide, anywhere using different channels of distribution; different products and services
anywhere using the Marks; or the same products and services using the same trademarks anywhere
outside your Territory. In addition, we may advertise, solicit and enter into Key Accounts, which are
national, regional or other accounts we believe will benefit the system as further described in the
Franchise Agreement, the Manuals and Item 8, and Key Accounts may involve marketing in your
Territory. In addition to allowing others to offer products and services in your Territory generally, in the
specific case when a Key Account is involved we may also designate or authorize a corporate employee,
another franchisee or any other third party to perform or assist you in performing services within your
Territory if you refuse or, in our judgment, are not qualified, interested, able or available to perform
services for any customer in the Territory, including any Key Account customer; if you request
assistance; or if a customer, orally or in writing, specifically requests services in the territory from a
different franchisee or any other third party. If you agree to participate in or service Key Accounts, you
must do so on the terms we specify, which terms may include, but may not be limited to, the provision of
certain insurance, equipment, products and services, and the offer of services at prices not to exceed the
maximum prices specified as well as payment by you of any applicable sales or broker commissions. If
we allow others to provide services in your Territory, you will not be entitled to any compensation for the
sales or services performed. Subject to the rights granted to you in your Franchise Agreement, we may
provide in the Manuals for other programs in which we offer and sell, and/or authorize others to offer and
sell, using the Marks or other marks, goods and services in your Territory that are identical or similar to
and/or competitive with those provided at your Business. We may also acquire businesses or be acquired
by a business offering similar products and services anywhere.

You cannot advertise for or attempt to solicit customers for any products or services, including
using Internet, telemarketing or other direct marketing, outside your Territory. If we permit you to
advertise, solicit, service or sell in areas outside the Territory that are not serviced by another franchisee
(each, a “Territory Available for Sale” or “TAFS”), you must comply with all of the conditions and other
requirements that we may from time to time specify (in the Manuals or otherwise in writing) with respect
to such activities. At any time upon our demand or upon your actual notice that a TAFS has been
purchased by another franchisee, you agree to immediately cease all activities in such TAFS and to
comply with our procedures for the transition of customer accounts for such TAFS.
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You may only provide products/services to customers outside your Territory in accordance with
our policies and procedures (including the Preferred Lead Program described below) and only with our
prior written consent. We may identify in the Manuals or otherwise in writing the conditions under which
we would grant our consent to your servicing or selling outside of your Territory and our consent may be
conditioned upon whether you have obtained a required level or the highest level of quality or service as
determined by a rating system we designate, which may change from time to time. Under our Preferred
Lead Program, you may provide services within a specified area outside your Territory (such area,
“designated area”), if such services are provided to your existing customer that has locations inside your
Territory and within the designated area and the franchisee who owns the territory in which the
designated area is located also participates in the Preferred Lead Program. Additional terms and
conditions of the Preferred Lead Program are described in the Manuals. You must meet the qualifications
described in the Manuals before you may participate in the Preferred Lead Program.

Our Manuals may also set specific rules for engaging in, and what may constitute, marketing
within your Territory and other related matters, including what telephone area codes and exchanges may
be used within the Territory (depending on the areas covered by those area codes/exchanges); which
publications or media you may advertise in (depending on whether the circulation of the
publication/media is wholly or mostly within your Territory); participation in promotional events,
tradeshows, continuing education programs, chambers of commerce and industry association meetings;
the post office box or mailing address that may be displayed on advertising; which phone numbers may
be displayed on your vehicles; how, when and from which customers or accounts you may solicit work
(depending on their location and the location and/or duration of the work); requirements for referral of
work; enforcement, administration and interpretations of provisions of marketing/territory rules and
procedures; and other matters; and we may update and change these rules from time to time.

We do not otherwise limit or restrict your solicitation of customers in your Territory.

Neither we nor any other party are required to pay you as a result of us exercising in your
Territory any of our rights described in this Item.

Although you do not have a right to do so, we may permit you to establish another Mr. Appliance
Business, if you meet our then-current Expansion Criteria. We have the absolute right to determine
whether an existing franchisee meets our Expansion Criteria, which we may modify from time to time. As
of the date of this Disclosure Document, the criteria we consider are, among other factors: a franchisee’s
compliance with the System, operational success (including your existing Franchised Business(es)
meeting or exceeding certain performance thresholds), leadership ability and team development, financial
stability and ability to expand and potential limits on the number of Businesses any franchisee owns.

We do not generally grant any right of first refusal to obtain additional territory. You may, if
qualified, including under our then-current Expansion Criteria, purchase an 18 month option on additional
territory by paying us, at the time you purchase your franchise, a fee of 10% of the initial franchise fee for
the territory you wish to buy. You must enter into an Option to Purchase Agreement. At any time in the
18 month period, you may, if you are in compliance with your franchise agreement, purchase the
additional territory by paying us the balance of the initial franchise fee. The 10% deposit will be applied
to the purchase price. We do not refund your deposit if you decide not to purchase or do not qualify to
purchase the additional territory. If we approve you to purchase additional territory, whether or not
through the Option to Purchase Agreement, we may require that you sign a general release releasing us
from all claims you may have except claims that under state law may not be released.
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If you do not qualify for renewal of your Franchise Agreement, we may, in some cases, but are
not required to, offer to enter into a franchise agreement with you for a smaller territory and you would
then have the option to accept that territory on the terms offered.

We do not operate or franchise, or currently plan to operate or franchise, any business under a
different trademark that sells or will sell goods or services similar to those that our franchisees sell.
However, certain of our affiliates described in Item 1, and other portfolio companies that currently are or
in the future may be owned by private equity funds managed by our affiliates, may operate and/or
franchise businesses that sell similar goods or services to those that our franchisees sell. Item 1 describes
our current affiliated franchise programs that offer franchises, their principal business addresses, the
goods and services they sell, whether their businesses are franchised and/or company-owned, and their
trademarks. As noted in Item 1, all of these affiliated franchise brands (with the exception of Mosquito
Joe, PDS, and any KKR portfolio companies) have the same principal business address as us, and they
generally do not maintain physically separate offices and training facilities from our offices and training
facilities (except for Rainbow International, which maintains some separate training space) although each
affiliated brand has its own separate meeting space. Most of the affiliated franchisors and the affiliated
franchise brands are not direct competitors of our franchise network given the products or services they
sell, although some are to a limited extent, as described in Item 1. All of the businesses that our affiliates
and their franchisees operate may solicit and accept orders from customers in your territory. Because
they are separate companies, we do not expect any conflicts between our franchisees and our affiliates’
franchisees regarding territory, customers and support, and we have no obligation to resolve any
perceived conflicts that might arise.

ITEM 13
TRADEMARKS
We grant you the right to operate a franchise under the name MR. APPLIANCE®. You may use
our other current or future trade names, trademarks, service marks, symbols, emblems, logos and indicia

of origin designated by us (“Marks”) to identify your franchise.

We own the following Marks that are registered on the Principal Register of the United States
Patent and Trademark Office (“USPTO”):

Description Registration Number Registration Date
Mr. Appliance  Expert  Appliance

Repair (and design) 2,156,331 05/12/1998
Mr. Appliance 2,176,306 07/28/1998
Mr. Appliance Expert Appliance

Repair (and new van wrap design) 3,508,434 09/30/2008
SOS 3,634,627 06/09/2009
SOS Service on Your Schedule (and 4,331,356 05/07/2013
design)

Running Man Design 5,617,154 11/27/2017
Speedy Expert Service 5,810,190 7/23/2019

As noted in Item 1, we became the owner of the above listed Marks in March 2021.
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Our Parent, Neighborly Assetco LLC, owns the following Marks, which are registered on the
Principal Register of the USPTO, and we license from Parent the right to use and to allow our franchisees
to use these Marks under a Trademark License Agreement (the “License Agreement”). The License
Agreement grants us a worldwide, non-exclusive, nontransferable license to use and to license others to
use the Marks. Parent may terminate the License Agreement due to our material breach, ownership
change or for any reason upon 90 days’ notice. Upon any termination of the License Agreement, we will
be required to cease all use of these Marks and we will require you to do the same.

Description Registration Number Registration Date
NEIGHBORLY 5,365,894 December 26, 2017
NEIGHBORLY (Stylized)
heighborl y 5,365,895 December 26, 2017
(HOUSE LOGO)
h 5,347,941 November 28, 2017
YOUR HUB FOR HOME SERVICES 7,281,370 January 16, 2024

Required affidavits and renewals for the registrations for these principal trademarks have been
filed when due. In addition to the Federal rights that apply to use of the registered Marks above, we claim
common law rights, based on our use of the Marks, to all of our Marks. There may be areas, however, in
which a third party has prior common law rights to the use of one of our Marks. If you propose to operate
a franchise in one of those areas, we may attempt to obtain exclusive use of that Mark, or, in the
alternative, we may designate and grant you permission to utilize a different proprietary mark. There may
be other instances in which we may elect to use, or require you to use, a different proprietary mark in a
market, region or systemwide. In any instance in which we require you to use a different proprietary
mark, you must, at your expense, comply with our designation and use, or change your use to the
designated mark. You must modify or discontinue the use of a Mark, at your expense, if we direct. If we
direct, you must adopt or use one or more additional or substituted Marks.

There are no currently effective determinations of the USPTO, the Trademark Trial and Appeal
Board, the trademark administrator of any state or any court, no pending infringement, opposition or
cancellation proceedings and no pending litigation involving any of the Marks that may significantly
affect the ownership or use of any Mark listed above. Except for the License Agreement noted above, no
agreements limit our right to use or license the use of our Marks.

We do not have actual knowledge of any infringing uses that could materially affect your use of
our Marks. You must notify us immediately when you learn about an infringement of or challenge to your
use of our Marks. We will take the action we think appropriate but are not obligated to protect your rights
to use the Marks. We have the right to control the defense of any claim using attorneys we choose and
you must cooperate in that defense. You may participate in the defense and settlement at your own
expense but our decisions will be final and binding. We will indemnify you or reimburse you for your
liability and reasonable costs if there is a challenge to your authorized use of our Marks provided you
have notified us immediately after you learned of the challenge and cooperate with us in defending the
challenge as required.
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You must follow our rules when you use the Marks and you may only use the Marks for the
operation of your Business in your Territory. You must execute any documents we require to protect the
Marks or to maintain their continued validity and enforceability. You may not directly or indirectly
contest the validity of our Marks, our (or Parent’s, as applicable) ownership of the Marks or our right to
use or license our Marks, trade secrets, confidential information or business techniques that are part of our
business. You cannot use the Marks as part of a corporate or other legal name and you must comply with
our instructions in filing and maintaining trade name or fictitious name registrations.

You must modify or discontinue the use of a Mark, at your expense if we direct. If we direct, you
must adopt or use one or more additional or substituted Marks.

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

You do not receive the right to use an item covered by a patent but you can use the proprietary
information in our Manuals and software which are described in Item 11. We have not filed an application
for a copyright registration in these items, but we claim a common-law copyright in our Manuals and
software and we treat the information in these items as confidential and proprietary. Item 11 describes
limitations on the use of the Manuals and software by you and your employees. You must treat these
items and the information as confidential. You must also promptly tell us when you learn about
unauthorized use of this proprietary information. We are not obligated to take any action to protect or
defend use of proprietary information but will respond as we think appropriate and will control any action
we decide to bring or defend. We are not required to participate in your defense or indemnify you for use
of copyrighted material or patents. We do not actually know of any infringing uses of our copyrights that
could materially affect your use of the copyrighted materials in any state and there are no agreements that
limit our rights to use our copyrights or to allow others to use them.

Confidential information includes all information, data, knowledge, materials, techniques and
know-how designated or treated by us as confidential and includes any and all Manuals, computer
software or programs, training materials, operational videos, marketing programs, franchise rosters,
franchisee lists, customer and prospective customer lists and data, and any other materials designated or
treated by us as confidential. You may not, at any time during or after the term of the Franchise
Agreement, disclose, copy or use any confidential information except as we specifically authorize.

If we ask, you must have your personnel who receive or will have access to confidential
information sign covenants not to divulge the confidential information or use it for their own benefit. If
you are a corporation or other business entity, your shareholders, members and/or owners must also abide
by these covenants and sign a Guaranty (attached to the Franchise Agreement as Schedule C). If you are
an individual, we may require your spouse to sign and abide by a confidentiality agreement. If we ask,
your employees with access to your password and log-in name for our Intranet must sign a confidentiality
agreement agreeing to not disclose this information.

If you develop any new product, service offering, concept, invention, business venture, technique,
process or improvement in the operation or promotion of your Business, you must promptly notify us and
provide us with all necessary information free of charge. You acknowledge that we own any such
information and you agree to assign ownership of same to us, and you acknowledge that we may provide
the information to other franchisees for use in their franchises.

DMS US.361913583.8
MR. APPLIANCE - 2024 FDD 60



There currently are no effective adverse determinations of the USPTO, United States Copyright
Office or any court, nor are there any pending infringements, opposition or cancellation proceedings or
material litigation, involving the copyright materials that are relevant to their use by our franchisees.

ITEM 15

OBLIGATION TO PARTICIPATE IN THE ACTUAL
OPERATION OF THE FRANCHISE BUSINESS

If you are an individual, you must directly perform or supervise the operation of the Business
unless we consent otherwise. You must obtain and maintain an immigration status that will allow you to
live and work in the United States for the initial term of the Franchise Agreement and for the length of
any renewal term of the Franchise Agreement. If you do not have or maintain the required status, the
Franchise Agreement will immediately expire by its terms with no further notice or opportunity to cure
and we will have no liability to you, and no refund of any fees will be made. However, you will remain
bound by all post-termination obligations in the Franchise Agreement, including all obligations regarding
noncompete, de-identification, confidentiality, and indemnity.

If we agree that you need not personally perform or supervise operation of the Business, an
individual who has successfully completed our training program (“manager’”’) must directly supervise the
Business, and that individual must be a bona fide manager, as determined by us. If we ask, the manager
must sign a written agreement to maintain confidentiality of the trade secrets described in Item 14.

If you are a corporation or other legal entity, direct, on-site supervision must be done by a
designated owner who has successfully completed our training program unless we consent otherwise
(“principal owner”). If we ask, the principal owner must sign a written statement to maintain
confidentiality of the trade secrets described in Item 14 and to conform to the covenants not to compete
described in Item 17. If we agree that a principal owner need not personally perform or supervise the
operation of the Business, a manager must directly supervise the Business. The manager need not have an
ownership interest in the Business. If you are a corporation or other legal entity, your principal
shareholders, members and/or owners must sign a Guaranty agreeing to pay and perform all obligations
under the Franchise Agreement (attached to the Franchise Agreement as Schedule C). If you obtain
financing from us as provided in Item 10, we have the right to require a spouse’s personal guaranty.

While you own the Business, you cannot have an interest or relationship with any competitors. If
you own an existing business when you sign the Franchise Agreement, we may (in our sole discretion)
allow you to exclude such business from the Business by executing the Excluded Services Addendum
attached as Schedule I to the Franchise Agreement. If such existing business is rolled into the Business,
you will execute and become bound by the Roll-In Addendum (attached as Schedule H to the Franchise
Agreement).

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must offer and sell only the goods and services that conform to our standards and
specifications. You must offer the goods and/or services that we designate as required for all franchisees
and you may elect to offer other products and/or services only if we approve them in advance. You must
clean dryer vents, install and repair appliances for residential and commercial customers. We may change
the authorized services and/or products that we require you and all franchisees to offer by adding
additional services and/or products or deleting products and/or services, or both, and there are no limits on
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our right to make changes. If we make any changes, we will notify you. We have no plans to make
significant changes in the future.

You must honor our warranty policies for installations, repairs and replacements as described in
the Manuals. This policy states that we handle warranty claims on a case-by-case basis with some basic
guidelines and, as a result, you will be obligated to perform warranty work, at no charge, on certain
services, including services that another franchisee originally performed.

You must comply with all applicable laws and regulations and obtain all appropriate
governmental approvals for the Business, including obtaining an appliance repair license if required by
your locality. To ensure that the highest degree of quality and service is maintained, you must operate in
conformity with the methods, standards and specifications in the Manuals and as we may otherwise
require in writing periodically. You must not deviate from our standards and specifications without our
prior written consent.

We do not limit or restrict your solicitation of customers in your Territory, although we own all
customer information and may use the customer information as we deem appropriate (subject to
applicable law), including, without limitation, sharing it with our affiliates for cross-marketing, customer
loyalty programs or other purposes. For example, “Your Hub for Home Services” is Neighborly’s current
cross-branding initiative where we intend to increase cross utilization of Neighborly brands by consumers
and drive consumer awareness via getneighborly.com and other marketing programs.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise and related agreements. You should
read these provisions in the agreements attached to this disclosure document.

Section in
Franchise
Agreement
(unless
otherwise
Provision specified) Summary

a. Length of the franchise term 4(A) Initial term is 10 years.

b. Renewal or extension of the term 4(B), (C) Your Franchise Agreement can be renewed
for one additional 10-year term by executing
the then-current form of franchise agreement
and meeting the other requirements for
renewal; if you continue to operate after
expiration of the initial or a renewal term, we
may, at our sole election, treat the Franchise
Agreement as expired or as continued on a
month-to month basis until both parties agree
to enter into our then-current form of
franchise agreement for a renewal term or
until one party provides the other with written
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Provision

Section in
Franchise
Agreement
(unless
otherwise
specified)

Summary

notice of termination, in which case the
interim period will terminate 30 days after
receipt of the notice of termination. In the
latter case, all of your obligations shall
remain in full force and effect during the
interim period as if the Franchise Agreement
had not expired, except that the License Fee
during the interim period will be increased to
10% of Gross Sales for all types of
products/services and without any reductions.

Once you have renewed your Franchise
Agreement, you have no automatic further
right of renewal and the provisions about
renewal described in this section do not
apply. At that point you may enter into a new
franchise agreement on the then current terms
if you and we agree to a new agreement.

c. Requirements to renew or extend

4(B), (C)

Requirements for renewal are as follows: you
cannot be in default of current Franchise
Agreement or any related agreement, have
satisfied all monetary and other material
obligations on a timely basis during the term,
are in good standing and have received no
more than 3 written notices of default during
the term of the Franchise Agreement; you
must give us written notice at least 180 days
(but not more than 240 days) before the end
of the expiring term; you and your guarantors
must sign a general release; you must pay us
a renewal fee of $5,000; you must complete
our then-current training requirements, and
you must sign the then-current version of our
franchise agreement, which may have terms,
conditions and fees that could be materially
different as compared with your original
franchise agreement.

d. Termination by you

12(C)

You may terminate the Franchise Agreement
as a result of our breach of a material
provision of the Franchise Agreement,
provided that you give us written notice of
the breach and we fail to cure the breach
within 30 days after our receipt of your

DMS US.361913583.8
MR. APPLIANCE - 2024 FDD

63




Section in

Franchise
Agreement
(unless
otherwise

Provision specified) Summary
written notice. If we fail to cure the breach,
the termination will become effective 60 days
after our receipt of your written notice of
breach.

You may also terminate for any reasons
allowed under the law.

e. Termination by us without Cause None We cannot terminate your Franchise
Agreement without cause.

f. Termination by us with Cause 12(B) We can terminate your Franchise Agreement
only if you default.

g. “Cause” defined — curable defaults 12(B)(1) You have 10 days (subject to local state law)
to cure if you fail to pay amounts due or fail
to submit required reports.

You have 30 days to cure all other defaults of
the Franchise Agreement except for the non-
curable defaults described below.

h. “Cause” defined — non-curable 12(B)(2) You made material misrepresentations to us

defaults

in the application for the franchise or other
reports or information provided to us; you
voluntarily abandon performance of the
Franchise Agreement (including by failing to
operate the Business for seven or more
consecutive days); state or local authority
close the Business for safety reasons; you
register any domain name containing our
Marks or use Confidential Information in
unauthorized manner; you or your guarantor
become insolvent or make an assignment for
the benefit of creditors or other similar
arrangements; you oOr your guarantor are
convicted of (or plead no contest to) any
misdemeanor bringing the Marks into
disrepute or impairing your reputation or
goodwill of the Marks or of the Business; you
or your guarantor are convicted of (or plead
no contest to) any felony; you intentionally
understate or underreport Gross Sales,
License Fees, or MAP Fees; any
understatement or 2% variance on a
subsequent audit within a 2-year period; any
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Provision

Section in
Franchise
Agreement
(unless
otherwise
specified)

Summary

transfer or assignment without our consent as
provided in the Franchise Agreement; or any
default by you that is the second default of
any type within any 12-month consecutive
period even if the default(s) were cured.

i. Your obligations on
termination/non-renewal

13

Your obligations include complete de-
identification of the Business (including all
vehicles) and immediate discontinuation of
advertising or any other use of the Marks or
any other promotional materials furnished by
us; return to us all copies of the Manuals,
software, customer lists and ongoing
customer contracts; assignment to us of all
right in the telephone numbers, websites,
social media accounts and domain names for
the Business and cancelation or assignment,
at our option, of any assumed name rights or
equivalent registrations; assignment to us,
upon our demand, of your remaining interest
in any lease for the Business; and payment of
any amounts due to us or to third parties for
amounts guaranteed by us; compliance with
non-competition covenants (see r., below).

j- Assignment of contract by us

10(G)

We may assign your Franchise Agreement to
any 3rd party without prior notice to you and
without your consent.

k. “Transfer” by you — defined

10(A)

Includes any sale, lease, pledge, management
agreement, contract for deed, option
agreement, bequest, gift, any arrangement in
which you turn over all or part of the
operation of the Business to someone who
shares in the losses or profits of the Business
other than an employee; any 20% or more
change in the direct or indirect ownership of
the franchisee entity; or any change in the
general partner of a franchisee that is a
partnership entity.

1. Franchisor approval of transfer by
Franchisee

10(B)

We have the right to approve all transfers but
will not unreasonably withhold approval.
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Provision

Section in
Franchise
Agreement
(unless
otherwise
specified)

Summary

m. Conditions for Franchisor approval
of transfer

10(B) - (D)

You are not in default; you have paid in full
all amounts owed to us, our affiliates, or your
suppliers, or upon which we have contingent
liability; you have provided all required
reports; the new franchisee qualifies; training
for new franchisee is arranged; you, owners
and guarantors sign release; transfer fee paid;
current franchise agreement signed by new
franchisee; new franchisee agrees to be bound
by all customer obligations of Franchisee,
including all warranty work and service plans
obligations (also see r, below).

n. Franchisor’s right of first refusal to
acquire the Business

10(F)

We may buy your franchise at the same price
and on the same terms as those of a third-
party offer.

o. Franchisor’s option to purchase the
Business

None

N/A

p- Death or disability of Franchisee

10(E)

Your personal representative must, within
120 days, tender the right of first refusal,
apply for our consent to the transfer, pay the
transfer fee and satisfy the transfer conditions
(provided that no right of first refusal or
transfer fee is applicable if the transferee is
your spouse or child).

g. Non-competition covenants during
the term of the Franchise
Agreement

9(D)

You (including your guarantors and owners,
if you are an entity, or your spouse, children,
parents, or siblings if you are an individual)
cannot be involved in a Competitive
Business.

A “Competitive Business” is any business
that offers or sells any product or service or
component thereof that (i) composes a part of
our System, (ii) is the same as or similar to
any product or service then-offered by our
franchisees or (iii) otherwise competes
directly or indirectly with our System.

r. Non-competition covenants after the
Franchise Agreement is terminated
or expires

9(D)

For 2 years, no Competitive Business in your
Territory, within a 25-mile radius of the outer
boundary of your Territory, or inside the
territory of another MR. APPLIANCE business.
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Section in

Franchise
Agreement
(unless
otherwise
Provision specified) Summary
s. Modification of the Franchise 14(B) No modification of the Franchise Agreement
Agreement except by written agreement of both parties.

t. Integration/merger clause 14(B) Only the terms of the Franchise Agreement
are binding (subject to state law). Any other
promises may not be enforceable. Nothing in
the Franchise Agreement or any related
agreement is intended to disclaim our
representations made in this disclosure
document.

u. Dispute resolution by arbitration or | 11 Most disputes must be initially mediated. If a

mediation dispute is not resolved through the mediation
process described in the Franchise
Agreement, most disputes must be settled by
litigation, subject to state law. Only if a court
invalidates a jury waiver or a class action
waiver will the dispute be resolved through
arbitration, subject to state law.

v. Choice of venue 14(H) Unless state law supersedes this provision,
venue for mediation, arbitration, and
litigation is in McLennan County, Texas.

w. Choice of law 14(G)(1) Texas law applies unless state law supersedes

this provision.

SEE THE ATTACHED STATE ADDENDA (Exhibit M) FOR ADDITIONAL DISCLOSURES.

ITEM 18

PUBLIC FIGURES

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

ITEM 19

FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or
potential financial performance of its franchised and/or franchisor-owned outlets, if there is a reasonable
basis for the information, and if the information is included in the disclosure document. Financial
performance information that differs from that included in Item 19 may be given only if: (1) a franchisor
provides the actual records of an existing outlet you are considering buying; or (2) a franchisor
supplements the information provided in this Item 19, for example, by providing information about
possible performance at a particular location or under particular circumstances.
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The sales figures listed below are average and median Gross Sales per Job data derived from
historical operating results of the Mr. Appliance® franchised businesses indicated for the period from
January 1, 2023 to December 31, 2023 (the “Reporting Period”). We obtained these sales figures from
information provided to us by our franchisees. Franchisees are not required to use generally accepted
accounting principles when reporting these figures.

As of December 31, 2023, there were 325 Mr. Appliance businesses in operation in the United
States, all of which were franchised businesses. The information provided in this Item 19 is based on data
reported to us from a total of 319 franchised businesses that were in operation and reported sales to us for
all or any portion of the Reporting Period, including franchised businesses that opened or closed during
the Reporting Period. This Item 19 does not include data from 2 franchised businesses that failed to
report reliable data to us and 4 franchised businesses that failed to properly report data to us.

“Gross Sales” means the total revenues and receipts from whatever source (whether in the form
of cash, credit, agreement to pay, barter, trade or other consideration) that arise, directly or indirectly,
from the operation of — or in connection with — a Mr. Appliance business whether under any of the
Marks or otherwise. Gross Sales exclude sales taxes collected from customers and paid to the appropriate
taxing authority and any other bona fide refunds, rebates or discounts that we authorize in writing. Gross
Sales also exclude sales from any Excluded Services (as defined in a mutually executed Excluded
Services Addendum (see Schedule I to the Franchise Agreement).

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

Written substantiation for these financial performance representations will be made available to a
prospective franchisee upon reasonable request.

Average and Median Gross Sales Per Job for Franchised Businesses
Open and Reporting for any portion of the Reporting Period

Percentage
or Quartile
Rank (in Number
Terms of Average Highest Lowest Median and Percent
Level of Gross Sales | Gross Sales | Gross Sales | Gross Sales . in Group
Number in
Average Per Job Per Job Per Job by Per Job Group' That
Gross Sales | Attained by | Attained by | Attained by | Attained by up Attained
Per Job) of Group® Group’® Group’® Group® the Average
Franchised or Greater*
Businesses
2023!
Top 10% $366 $497 $306 $336 32 9/28.1%
1st Quartile $315 $497 $276 $297 80 25/31.3%
2nd Quartile $264 $276 $252 $262 80 39/48.8%
3rd Quartile $240 $251 $229 $239 80 37/46.3%
4th Quartile $212 $229 $156 $214 79 45 /57.0%
Bottom 10% $195 $210 $156 $204 32 16 /50.0%
100% $260 $497 $156 $252 319 132 /41.4%
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! This is the number of franchised businesses included in this analysis (i.e., open and reporting for any
part of the Reporting Period) (the “Reporting Businesses”). The Reporting Businesses are divided into
groups based on the level of Individual Business Average Gross Sales Per Job (as defined below)
achieved during the Reporting Period (i.e., top 10%, 1%, 2™, 3" and 4™ quartile, bottom 10%, and all
(100%)).

2 We calculated the average and median Gross Sales Per Job as follows: (i) first, we calculated the
average Gross Sales Per Job during the Reporting Period for each Reporting Business, based on
information provided by the Reporting Businesses to us through our Software System (the “Individual
Business Average Gross Sales Per Job”) and (ii) then we calculated the average and median of all
Reporting Businesses’ Individual Business Average Gross Sales Per Job (as determined in clause (i))
during the Reporting Period.

3 This is the range between the Reporting Businesses’ lowest Individual Business Average Gross Sales
Per Job and the highest Individual Business Average Gross Sales Per Job during the Reporting Period,
based on information provided by the Reporting Businesses to us.

* This is the number and percentage of Reporting Businesses within the applicable group that achieved or
exceeded the Average Gross Sales Per Job applicable to the group.

Other than the preceding financial performance representation, we do not make any financial performance
representations. We also do not authorize our employees or representatives to make any such
representations either orally or in writing. If you are purchasing an existing outlet, however, we may
provide you with the actual records of that outlet. If you receive any other financial performance
information or projections of your future income, you should report it to the franchisor’s management by
contacting Glenn Lewis, Jr., 1010 N. University Parks Drive, Waco, Texas 76707, (254) 745-2400, the
Federal Trade Commission, and the appropriate state regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION
Table No. 1

Systemwide Outlet Summary for Years 2021 to 2023

Outlets at Start of | Outlets at End of
Outlet Type Year Year Year Net Change
Franchised 2021 288 315 +27
2022 315 325 +10
2023 325 325 0
Company-Owned 2021 0 0 0
2022 0 0 0
2023 0 0 0
Total Outlets 2021 288 315 +27
2022 315 325 +10
2023 325 325 0
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"Included in “outlets” are all Businesses that have opened an operating location. Neither sale of a new
territory to an existing franchisee where a separate operating location will not be opened nor execution of
a franchise agreement for a new location where the location is not yet open are included.

Table No. 2

Transfers' of Outlets From Franchisees to New Owners
(Other than the Franchisor)
for Years 2021 - 2023

State Year IO Off
Transfers
2021
AL 2022
2023
2021
AZ 2022
2023
2021
CA 2022
2023
2021
FL 2022
2023
2021
GA 2022
2023
2021
IL 2022
2023
2021
IN 2022
2023
2021
KY 2022
2023
2021
LA 2022
2023
2021
MD 2022
2023
2021
MI 2022
2023
2021
MS 2022
2023
MO 2021

—
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State Year NI Gif
Transfers
2022
2023
2021
MT 2022
2023
2021
NV 2022
2023
2021
NJ 2022
2023
2021
NC 2022
2023
2021
OH 2022
2023
2021
OK 2022
2023
2021
PA 2022
2023
2021
SC 2022
2023
2021
TN 2022
2023
2021
X 2022
2023
2021
VA 2022
2023
2021
WI 2022
2023
2021 21
TOTAL 2022 17
2023 21

(e}

NN OO ORI (OO (OISO NNN WO~ OO |~

! Transfer” means the acquisition of a controlling interest in a franchised outlet, during its term, by a
person other than the franchisor or an affiliate. Sale of territory only, not including a franchised outlet,
from one franchisee to another franchisee is not included in transfers.

Table No. 3
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Status of Franchised Outlets for Years 2021 to 2023

Outlets
at ] Cease.d Outlets
State | Year | Start Outletsl Terminations Non- by Operation | at End
of Opened Renewals Franchisor® For Othﬁr of
Year Reason Year
2021 8 1 0 0 0 0 9
AL | 2022 9 0 1 0 0 0 8
2023 8 0 0 0 0 1 7
2021 0 0 0 0 0 0 0
AK | 2022 0 1 0 0 0 0 1
2023 1 0 0 0 0 0 1
2021 6 1 0 0 0 0 7
AZ | 2022 7 0 1 0 0 0 6
2023 6 1 0 0 0 0 7
2021 6 0 0 0 0 0 6
AR 2022 6 0 0 0 0 0 6
2023 6 0 0 0 0 0 6
2021 10 2 0 0 0 0 12
CA | 2022 12 3 1 0 0 0 14
2023 14 0 2 0 0 0 12
2021 8 1 0 0 0 0 9
CO | 2022 9 1 0 0 0 0 10
2023 10 1 0 0 0 0 11
2021 2 0 1 0 0 0 1
CT | 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
D.C. | 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2021 17 7 1 0 0 0 23
FL | 2022 23 5 2 0 0 0 26
2023 26 1 0 0 0 0 27
2021 10 2 0 0 0 0 12
GA | 2022 12 3 0 0 0 0 15
2023 15 1 0 0 0 0 16
ID | 2021 3 0 0 0 0 0 3
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Outlets

- R Cease.d Outlets

State | Year | Start Outletsl Terminations Non- by Operation | at End
of Opened Renewals Franchisor’ For Othﬁr of

Year Reason Year

2022 3 0 0 0 0 0 3
2023 3 0 0 0 0 0 3
2021 8 5 0 0 0 0 13

IL | 2022 13 0 3 0 0 1 9
2023 9 1 0 0 0 0 10
2021 5 0 0 0 0 0 5

IN | 2022 5 1 0 0 0 0 6
2023 6 1 0 0 0 0 7
2021 1 0 0 0 0 0 1

IA | 2022 1 0 0 0 0 0 1
2023 1 1 0 0 0 0 2
2021 2 0 0 0 0 0 2

KS | 2022 2 0 1 0 0 0 1
2023 1 1 0 0 0 0 2
2021 7 1 0 0 0 1 7

KY | 2022 7 0 1 0 0 0 6
2023 6 0 0 0 0 1 5
2021 4 1 0 0 0 1 4

LA | 2022 4 1 0 0 0 1 4
2023 4 1 0 0 0 0 5
2021 1 0 1 0 0 0 0

ME | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 8 0 0 0 0 0 8
MD | 2022 8 1 0 0 0 0 9
2023 9 0 0 0 0 1 8
2021 3 1 1 0 0 0 3
MA | 2022 3 0 0 0 0 0 3
2023 3 1 0 0 0 0 4
2021 8 1 0 0 0 0 9

MI | 2022 9 2 0 0 0 0 11
2023 11 2 1 0 0 0 12
MN 2021 3 2 0 0 0 0 5
2022 5 2 0 0 0 0 7
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Outlets

- R Cease.d Outlets
State | Year | Start Outletsl Terminations Non- by Operation | at End
of Opened Renewals Franchisor’ For Othﬁr of
Year Reason Year
2023 7 0 0 0 0 0 7
2021 8 0 0 0 0 1 7
MS | 2022 7 0 5 0 0 0 2
2023 2 0 0 0 0 1 1
2021 6 1 0 0 0 0 7
MO | 2022 7 0 0 0 0 0 7
2023 7 2 1 0 0 0 8
2021 1 0 0 0 0 0 1
MT | 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
NE | 2022 1 1 0 0 0 0 2
2023 2 1 0 0 0 0 3
2021 3 1 0 0 0 0 4
NV | 2022 4 0 0 0 0 0 4
2023 4 0 0 0 0 0 4
2021 2 0 0 0 0 0 2
NH | 2022 2 0 0 0 0 0 2
2023 2 0 0 0 0 0 2
2021 12 0 0 0 0 0 12
NJ | 2022 12 0 0 0 0 14 11
2023 11 1 2 0 0 0 10
2021 2 0 0 0 0 0 2
NM | 2022 2 1 0 0 0 0 3
2023 3 0 2 0 0 0 1
2021 12 1 0 0 0 1 12
NY | 2022 12 0 0 0 0 1 11
2023 11 0 2 0 0 0 9
2021 15 3 0 0 0 1 17
NC | 2022 17 1 1 0 0 0 17
2023 17 0 0 0 0 0 17
2021 15 1 0 0 0 0 16
OH | 2022 16 3 0 1 0 0 18
2023 18 0 0 0 0 1 17
OK | 2021 5 0 0 0 0 0 5
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Outlets

- R Cease.d Outlets

State | Year | Start Outletsl Terminations Non- by Operation | at End
of Opened Renewals Franchisor’ For Othﬁr of

Year Reason Year

2022 5 0 0 0 0 0 5
2023 5 0 0 0 0 0 5
2021 2 0 0 0 0 0 2

OR | 2022 2 1 0 0 0 0 3
2023 3 0 0 1 0 0 2
2021 9 2 1 0 0 1 9

PA | 2022 9 14 0 0 0 0 10
2023 10 1 0 0 0 0 11
2021 6 0 0 0 0 0 6

SC | 2022 6 0 0 0 0 0 6
2023 6 0 0 0 0 0 6
2021 2 0 0 0 0 0 2

SD | 2022 2 0 0 0 0 0 2
2023 2 0 0 0 0 0 2
2021 8 0 0 0 0 0 8

TN | 2022 8 0 0 0 0 0 8
2023 8 0 0 0 0 0 8
2021 30 4 1 0 0 1 32

TX | 2022 32 3 0 0 0 1 34
2023 34 2 2 0 0 0 34
2021 5 0 0 0 0 0 5

UT | 2022 5 0 0 0 0 0 5
2023 5 0 1 0 0 0 4
2021 10 0 1 0 0 0 9
VA | 2022 9 1 0 0 0 0 10
2023 10 0 0 0 0 0 10
2021 7 1 1 0 0 0 7
WA | 2022 7 0 0 0 0 0 7
2023 7 0 0 0 0 0 7
2021 2 0 0 0 0 0 2
WV | 2022 2 0 0 0 0 0 2
2023 2 0 0 0 0 0 2
2021 3 1 0 0 0 0 4

WI | 2022 4 1 0 0 0 0 5
2023 5 1 0 0 0 0 6
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Ou::ets Reacquired Ceased | Outlets
Outlets RSP Non- am Operation | at End
State | Year | Start 1 | Terminations by
Opened Renewals . 3 | For Other of
of Franchisor 4
Reason Year
Year
2021 1 2 0 0 0 0 3
WY | 2022 3 0 1 0 0 0 2
2023 2 0 1 0 0 0
2021 288 42 8 0 0 7 315
Total | 2022 315 33 17 1 0 5 325
2023 325 20 14 1 0 5 325

A The transfer from Coccia to Risoli and Torres resulted in the primary location of the unit being moved
from New Jersey to be in Pennsylvania.

! “Outlets opened” does not include outlets for which a franchise agreement was signed but the outlet was
not open as of the end of our last fiscal year. Included in “Outlets Opened” are outlets that were opened
after a new franchisee purchased the franchised business from an existing owner and the previous owner’s
franchise agreement was terminated.

? “Termination” means the franchisor’s termination of a franchise agreement prior to the end of its term
and without paying any money or other compensation to the franchisee. Mutual terminations, where both
the Franchisor and franchisee agree to end the franchise relationship are also included in terminations
listed above.

3 For purposes of these tables, a “reacquisition” means the Franchisor’s acquisition of a franchised outlet
during its term in exchange for a payment of money or other compensation. The franchisor’s purchase of
a territory or a portion of a territory not including an operating outlet is not included in the
“reacquisitions” listed above.

* “Ceased operations — other reasons” includes abandonment of the franchise outlet after an existing outlet
was opened. If no outlet was opened and there was no termination of the franchise agreement, the
“abandonment” would not be included in the “ceased operations” column. Also included in this column
are franchise outlets that have been sold and/or transferred to an existing franchisee or a franchisee in
another state. Also included in Ceased operations — other reasons” are outlets where the franchise
agreement was terminated and the territory was transferred to an existing franchisee.

Table No. 4

Status of Company-Owned Outlets
For Years 2021 to 2023

Outlets Re-
Outlets At acquired Outlets Sold | Outlets At
Start  of | Outlets From Outlets to End Of
State Year Year Opened Franchisee | Closed Franchisees | Year
All States | 2021 0 0 0 0 0 0
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State

Year

Outlets At
Start  of | Outlets
Year Opened

Outlets Re-
acquired
From Outlets

Franchisee | Closed

Outlets Sold | Outlets At
to End Oof
Franchisees | Year

2022

0 0

0 0

0 0

2023

Totals

2021

2022

2023

=l Nl Rl Ne]
=l Nl o) Ne]

=l Nl o) Ne]
=l Nl o) Ne]

=l Nl o) Ne]
=l Nl o) Ne]

Table No. 5

Projected Openings as of December 31, 2023

State

Franchise Agreements
Signed But
Outlet Not Opened

Projected New
Franchised Outlets In
the Next Fiscal Year

Projected New
Company-Owned
Outlets In the Next
Fiscal Year

AL

)

AR

CA

FL

GA

ID

IL

IN

IA

KS

KY

MD

ME

MA

MN

MT

NC

RI

SC

X

VA

—_— O = = =] == =] =] =] —_—] =] O|=]| =] =] =] O] =] —

Totals

170 ) Bl il Rl )l B} el el Nl Reo) Ne)l Reo) el Rl B}l Neo) Rl Rl Bl Nl eo )l Nen)

.
=)

(=} =) =] o) fol Bl ol o) ol Bl o) o) fol Bl el Rl Ho) Rl Hel Re) N

Exhibit E contains the names of current franchisees and the addresses and telephone numbers of
their outlets as of December 31, 2023.
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Exhibit F contains the name, city and state and the current business telephone number (or, if
unknown the last known home telephone number) of franchisees who had an outlet terminated, cancelled,
not renewed or who otherwise voluntarily or involuntarily ceased to do business under a franchise
agreement during our most recently completed fiscal year franchisees transferred, franchisees who left the
system for other reasons or who have not communicated with us in the 10 weeks prior to the issuance date
of this disclosure document. If you buy this franchise your contact information may be disclosed to other
buyers when you leave the franchise system.

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

Our franchise Advisory Council for our MAP Fund was created and sponsored by us and has our
business address, email address and phone number listed on the cover page of this disclosure document.
There are no other trademark-specific franchisee organization associated with the franchise that have
asked to be included in this disclosure document.

ITEM 21
FINANCIAL STATEMENTS

Included as Exhibit C are the following audited combined financial statements of Neighborly
Assetco LLC, our direct parent: (a) the audited balance sheet as of March 25, 2021 (Predecessor Period),
(b) audited combined financial statements as of December 31, 2021 (Successor Period) and March 25,
2021 (Predecessor Period), and for the periods from March 26, 2021 through August 31, 2021
(Predecessor Period) and from September 1, 2021 through December 31, 2021 (Successor Period), (c)
audited combined financial statements as of and for the year ended December 31, 2022 and (d) audited
combined financial statements as of and for the year ended December 31, 2023. Neighborly Assetco LLC
was organized on November 13, 2020 and had no significant operations prior to the date of the March 25,
2021 balance sheet.

Neighborly Assetco LLC guarantees our performance under the Franchise Agreement. A copy of
the Parent guaranty is included in Exhibit D.

As reflected in Item 1, Manager (i.e., Neighborly Company) will be providing required support
and services to franchisees under a management agreement with us. Attached in Exhibit C are the audited
consolidated financial statements of Manager (a) as of and for the year ended December 31, 2023, (b) as
of and for the year ended December 31, 2022, and (c) as of December 31, 2021 (Successor Period) and
for the period from September 1, 2021 through December 31, 2021 (Successor Period), and the period
from January 1, 2021 through August 31, 2021 (Predecessor Period). These financial statements are being
provided for disclosure purposes only. Manager is not a party to the Franchise Agreement we sign with
franchisees nor does it guarantee our obligations under the Franchise Agreement we sign with
franchisees.

As used in this Item 21, the term “Predecessor Period(s)” refers to the time period(s) before and
including August 31, 2021, i.e., the closing date of the KKR Acquisition of Neighborly (as described in
Item 1) and the “Successor Period” refers to the time period from and after September 1, 2021 until
December 31, 2021 (i.e., the period following the closing of the KKR Acquisition).
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ITEM 22
CONTRACTS

EXHIBIT A - Franchise Agreement and Schedules:
Schedule A.  Data Sheet
Schedule B.  ACH Form
Schedule C.  Personal Guarantee
Schedule D.  Acknowledgement Addendum
Schedule E.  Telephone Number and Internet Agreement
Schedule F. Confidentiality Agreement
Schedule G.  Promissory Note and Security Agreement
Schedule H.  Roll-In Addendum
Schedule 1. Excluded Services Addendum
Schedule J. State Addendum

EXHIBIT G  Option to Purchase Agreement

EXHIBITH Renewal Addendum

EXHIBIT I General Release [sample]

EXHIBIT J ProTradeNet Agreement

EXHIBIT K  License & Maintenance Agreement

EXHIBIT L-1 Assignment and Consent Agreement

EXHIBIT L-2 Buyer Commitment Agreement

EXHIBIT M  State Addenda and Riders to Franchise Agreement

ITEM 23
RECEIPTS

Our and your copies of the Franchise Disclosure Document Receipt are located at the last 2
pages of this disclosure document.
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EXHIBIT A

MR. APPLIANCE SPV LLC

FRANCHISE AGREEMENT
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RECEIPT FOR FRANCHISE AGREEMENT

The undersigned hereby acknowledges and agrees that on the date below, they received a FRANCHISE
AGREEMENT for a MR. APPLIANCE® franchised business including all applicable exhibits with all
information completed in a form ready to execute.

Date Signature

Date Signature
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FRANCHISE AGREEMENT

This Franchise Agreement (the “Agreement”) is made as of the Effective Date by and between
Mr. Appliance SPV LLC, a Delaware limited liability company with its principal business located at 1010
North University Parks Drive, Waco, Texas 76707 (“we”, “us” or “Franchisor”), and the person or entity
(the “Franchisee” or “you”) identified as Franchisee on the Data Sheet attached as Schedule A (together
with addenda attached thereto, the “Data Sheet”). If the franchisee is a corporation, partnership, limited
liability company or other legal entity, the provisions of this Agreement also apply to its owners.

RECITALS

A. We have developed a system for establishing and operating businesses identified by the
Marks (as defined below) and engaged in installations and repairs of appliances, sales of new and used
appliances and dryer vent cleaning for residential and commercial customers and performing related
services and selling related products pursuant to certain standards and specifications (each, a “MR.
APPLIANCE Business”).

B. We own the MR. APPLIANCE service mark and other marks, as well as other Intellectual
Property (as defined below) used in connection with the operation of a MR. APPLIANCE Business.

C. You desire to develop and operate a MR. APPLIANCE Business, and we have agreed to
grant you a franchise to operate a MR. APPLIANCE Business subject to the terms and conditions of this
Agreement.

In consideration of the foregoing and the promises and consideration below, you and we agree as
follows:

DEFINITIONS

1. For purposes of this Agreement, the terms below have the following definitions (other
terms are defined in the body of this Agreement):

A. “Business” means the MR. APPLIANCE Business you develop and operate
pursuant to this Agreement.

B. “Confidential Information” means any proprietary and non-public information,
data, materials and know how owned by us relating to the development or operation of MR.
APPLIANCE Businesses, whether contained in the Operations Manual or otherwise, including, but
not limited to: (1) training programs and materials; (2) databases of Customers and potential
customers, including Customer Information; (3) sales and marketing programs and techniques for
MR. APPLIANCE Businesses; (4) knowledge of operating systems of MR. APPLIANCE Businesses;
and (5) computer systems, technology and software programs.

C. “Customer” means any person or entity (1) included on any marketing or
customer lists you develop or use, including any such lists provided by us to you; (2) who has
purchased or purchases products or services from you during the term (even if you have solicited
the person and/or established a relationship independent of us and without our assistance) or
whom you have solicited to purchase any products or services; (3) for whom you provide
products or services on our behalf or at our direction; and (4) if any of the foregoing is an entity,
all employees of such entity.

MR. APPLIANCE 2024 Franchise Agreement
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D. “Customer Information” means any contact information (including name,
address, phone and fax numbers, and e-mail addresses), sales and payment history, and all other
information about any Customer, including any personal information that identifies, relates to,
describes, is capable of being associated with, or could reasonably be linked, directly or
indirectly, with a particular individual or household.

E. “Effective Date” means the date designated as Effective Date on the Data Sheet.
If no Effective Date is designated on the Data Sheet, the Effective Date is the date when we sign
this Agreement.

F. “Franchise Location” is the premises that are located within the Territory, that
meet our site selection guidelines and criteria and from which you will operate your Business.

G. “Gross Sales” include the total revenues and receipts from whatever source
(whether in the form of cash, credit, agreement to pay, barter, trade or other consideration) that
arise, directly or indirectly, from the operation of or in connection with your Business whether
under any of the Marks or otherwise. Gross Sales exclude sales taxes collected from Customers
and paid to the appropriate taxing authority and any other bona fide refunds, rebates or discounts
that we authorize in writing. Gross Sales also exclude sales from any Excluded Services (as
defined in a mutually executed Excluded Services Addendum (attached as Schedule I hereto)).

H. “Intellectual Property” means patents, rights to inventions, copyright and related
rights, the Marks, business names, domain names, social media accounts and identifiers (and all
related content and programming, and related security codes and passwords), rights in goodwill
and the right to sue for passing off, rights in designs, database rights, rights to use, and protect the
confidentiality of, confidential information (including know-how), and all other intellectual
property rights, in each case whether registered or unregistered and including all applications and
rights to apply for and be granted, renewals or extensions of, and rights to claim priority from,
such rights and all similar or equivalent rights or forms of protection that subsist or will subsist
now or in the future in any part of the world relating to the MR. APPLIANCE Business and the
System, owned by us and acquired by us from time to time.

L “Internet” means all communications between computers and television,
telephone, facsimile and any other communication or communication capable devices and another
such device or machine, including the World Wide Web, proprietary online services, social media
platforms, blogs, E-mail, news groups and electronic bulletin boards and forums.

J. “Key Accounts” means national, regional or other customers of Mr. Appliance
Businesses located within and/or outside the Territory with whom we have entered or plan to
enter into contracts, programs or other arrangements (i) for servicing of multiple locations of such
customers and/or (ii) that we determine are designed to benefit the System as a whole by gaining
otherwise unavailable business or addressing the concerns of such customers that may require
specific terms or provisions of our arrangement with them, including without limitation special
insurance, experience, equipment, pricing, payment terms, turnaround requirements, or approvals.

K. “Marks” means the “MR. APPLIANCE” service mark and logo, the “neighborly”
service mark and logo, and such other trade names, trademarks, service marks, trade dress, logos,
social media indicators, social media handles, and commercial symbols as we may from time to
time expressly authorize or direct you, in writing, to use in connection with the operation of the
Business.
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L. “Operations Manual” means any collection of written, video, audio and/or
software media (including materials distributed electronically), regardless of title and consisting
of various subparts and separate components, all of which we or our agents produce and which
contain specifications, standards, policies, procedures and recommendations for operating MR.
APPLIANCE Businesses, all of which we may change from time to time. The term “Operations
Manual” includes all means of communicating such information, regardless of format.

M. “Preferred Lead Program” means a program that we offer to qualified franchisees
that permits each such franchisee to perform services in a defined area outside of its territory (the
“designated area”) so long as (i) such services are for such franchisee’s existing customer that has
locations within and outside of such franchisee’s territory (but within the designated area) and (ii)
the franchisee who owns the territory in which the designated area is located also participates in
the Preferred Lead Program. Additional terms and conditions of the Preferred Lead Program are
set forth in the Operations Manual. You must meet the qualifications set forth in the Operations
Manual before you may participate in the Preferred Lead Program.

N. “Principal Owner” means any person or entity who, now or hereafter, directly or
indirectly, owns a 5% or greater interest in the franchisee when the franchisee is a corporation,
limited liability company, partnership, or other entity. However, if we are entering into this
Agreement totally or partially based on the financial qualifications, experience, skills or
managerial qualifications of any person or entity who directly or indirectly owns less than a 5%
interest in the franchisee, we have the right to designate that person or entity as a Principal Owner
for all purposes under this Agreement. In addition, if the franchisee is a partnership entity, then
each person or entity who, now or hereafter is or becomes a general partner is a Principal Owner,
regardless of the percentage ownership interest. If the franchisee is one or more individuals, each
individual is a Principal Owner of the franchisee. Each franchisee must have at least one
Principal Owner. Your Principal Owner(s) are identified in the Data Sheet in Schedule A to this
Agreement. As used in this Agreement, any reference to Principal Owner includes all Principal
Owners.

0. “System” means our operating systems, marketing systems, business techniques,
and methods, processes, policies and procedures for providing appliance installation, maintenance
and repair services, including dryer vent cleaning and repair, and sales of new and used
appliances, along with items of trade dress and sales, leadership and management training for the
development and operation of Mr. Appliance Businesses, including all training materials; all as
the same may exist today or as the same may change from time to time, as specified in the
Operations Manual or as otherwise reasonably directed by us from time to time.

P. “Territory” means the area designated on the Data Sheet. If the Territory is not
designated at the time you and we sign this Agreement, we will notify you of the Territory within
30 days of the Effective Date. To the extent any portion of the Territory includes an area
designated as an Indian Reserve, a governmental territory or other territory that may have
separate or additional laws, regulations or other requirements for performing work in such
territory, Franchisee is granted such territory only to the extent and for so long as Franchisee is
qualified under such separate or additional requirements to perform work in such territory;
knowledge of and compliance with such requirements being the sole responsibility of Franchisee.
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GRANT OF LICENSE

2. The following provisions control with respect to the license granted hereunder:

A. Rights Granted. Subject to the terms and conditions of this Agreement, we
hereby grant you the right and license to engage in and conduct, in the Territory, during the term
of this Agreement, a MR. APPLIANCE Business identified by the Marks.

You hereby accept said license and undertake the obligation to operate your Business
faithfully, honestly and diligently, using the System and in compliance with this Agreement and our
standards and requirements. You may not subfranchise, sublicense, assign or transfer your rights
under this Agreement, except as specifically provided in this Agreement.

B. Rights to Territory. During the term of this Agreement and provided that you are
in compliance with the terms and conditions of this Agreement, we will not (i) modify the
Territory without your written permission, or (ii) subject to our reservation of rights set forth in
Section 2C, establish either a company- or affiliate-owned or franchised MR. APPLIANCE
Business geographically located within the Territory.

You may not advertise or solicit customers, perform services or sell products related to
the Business outside the Territory without our prior written consent, which consent we may give,
condition or withdraw as we deem appropriate. If you receive a request for services or products
from outside the Territory, you must refer that request to the franchisee, if any, that owns the
applicable territory, or seek our written permission to process such a request. Notwithstanding
the foregoing, under certain limited circumstances, you may process such a request from outside
the Territory if such activity is permitted under our Preferred Lead Program as more particularly
set forth in the Operations Manual.

If we permit you to advertise, solicit, service or sell in areas outside the Territory that are
not serviced by another franchisee (each, a “Territory Available for Sale” or “TAFS”), you must
comply with all of the conditions and other requirements that we may from time to time specify
(in the Operations Manual or otherwise in writing) with respect to such activities. At any time
upon our demand or upon your actual notice that a TAFS has been purchased by another
franchisee, you agree to immediately cease all activities in such TAFS and to comply with our
procedures for the transition of Customer accounts for such TAFS.

C. Our Reservation of Rights. Except as expressly limited by Section 2.B, we and
our affiliates may engage in any activity whatsoever on any terms and conditions we deem
advisable whenever and wherever we or they desire. We and our affiliates retain all rights
whatsoever not expressly granted herein, including, but not limited to:

(1) the right to establish and operate, and to grant to others the right to
establish and operate similar businesses or any other businesses offering similar or
dissimilar products and services through similar or dissimilar channels of distribution, at
any locations inside or outside the Territory (A) under trademarks or service marks other
than the Marks and on any terms and conditions we deem appropriate or (B) under the
Marks, but if inside the Territory, then only pursuant to programs set forth in the
Operations Manual (including the Preferred Lead Program);

(i1) the right to provide, offer and sell and to grant others the right to provide,
offer and sell goods and services that are identical or similar to and/or competitive with

4
MR. APPLIANCE 2024 Franchise Agreement
US.361913510.04



3.

those provided at the Franchise Location hereunder, whether identified by the Marks or
other trademarks or service marks, through dissimilar channels of distribution (including
internet or similar electronic media) both inside and outside the Territory and on any
terms and conditions we deem appropriate;

(ii1)  the right to establish and operate, and to grant to others the right to
establish and operate businesses offering dissimilar products and services, both inside and
outside the Territory under the Marks and on any terms and conditions we deem
appropriate;

(iv)  the right to establish and operate, and to grant others the right to establish
and operate a MR. APPLIANCE Business located anywhere outside the Territory under any
terms and conditions we deem appropriate and regardless of their proximity to the
Franchise Location or their actual or threatened impact on sales at the Franchise
Location;

(v) (a) the right, directly or through an authorized third party (including,
another franchisee), to advertise, solicit, enter into contracts with and service Key
Accounts in any area, including in the Territory, upon such terms as we negotiate from
time to time; or (b) further, if (i) you refuse or, in our sole judgment, are not qualified,
interested or available to perform services or otherwise cannot or do not perform services
for any customer located within the Territory, including a Key Account, (ii) you request
assistance in the performance of services to a customer, or (iii) a customer, orally or in
writing, specifically requests services within the Territory from a different franchisee or
another third party, we have the right to authorize another franchisee (or designate or
authorize a corporate employee or any other third party) to perform services for or sell
products to the applicable customers inside the Territory. You agree that you will not be
entitled to any compensation for sales or services performed inside the Territory by
someone other than you as contemplated under this paragraph;

(vi)  the right to acquire the assets or ownership interests of one or more
businesses providing products and services similar to those provided at the Business, and
franchising, licensing or creating similar arrangements with respect to these businesses
once acquired, wherever these businesses (or the franchisees or licensees of these
businesses) are located or operating (including in the Territory); and

(vil)  the right to be acquired (in whole or in part and regardless of the form of
transaction), by a business providing products and services similar to those provided at
the Business, or by another business, even if such business operates, franchises and/or
licenses a business(es) that competes with you in the Territory.

TRADEMARK STANDARDS AND REQUIREMENTS

We hereby grant you the right to use the Marks in connection with the operation of the

Business hereunder, subject to the following terms and conditions:

A. Mark Ownership. The Marks are our and/or our affiliates’ valuable property, and

we and/or our affiliate(s) are the sole and exclusive owner of all right, title and interest in and to
the Marks and all past, present or future goodwill of the Business and of the business conducted
that is associated with or attributable to the Marks. Your use of the Marks will inure to our
benefit. You may not, during or after the term of this Agreement, engage, directly or indirectly,
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in any conduct that would infringe upon, harm, contest or otherwise interfere with our or our
affiliates’ rights in any of the Marks or the goodwill associated with the Marks, including any use
of the Marks in a derogatory, negative, or other inappropriate manner in any media, including but
not limited to print or electronic media. You agree that you will not grant or attempt to grant a
security interest in, or otherwise encumber, the Marks or record any such security interest or
encumbrance against any application or registration regarding the Marks in the United States
Patent and Trademark Office or elsewhere.

B. Use of Marks. You may not use, or permit the use of, any trademarks, trade
names, logos, service marks or any other names or marks in connection with the Business except
those we authorize or direct in writing. You may use the Marks only in the form and manner we
prescribe in writing and only in connection with the products and services that we specify and
that meet our standards and requirements with respect to quality, production, installation and sale.
You must strictly comply with all trademark, trade name and service mark notice marking
requirements and other brand usage guidelines that we may provide from time to time.

C. Business Identification. You must use the name MR. APPLIANCE and the city,
county or region we designate for you as the trade name of the Business (e.g., Mr. Appliance of
Waco), and you must obtain and maintain corresponding fictitious or assumed name registration
as required under applicable laws in the jurisdiction in which your Business is located and
provide us with evidence of the same prior to opening for business. You may not use the words
“MR. APPLIANCE” or any other Mark as part of the name of your corporation, partnership, limited
liability company or other business entity. You may not use any other mark or words to identify
the Business without our prior written consent. You may not change your legal entity name, trade
name, or fictitious or assumed name without our prior written consent. You may use the Marks
on various materials associated with the Business, such as business cards, stationery and checks;
provided that you (i) accurately depict the Marks on the materials as we direct, (ii) use the Marks
in accordance with all of our trademark usage and branding standards, (iii) include a statement on
the materials indicating that the Business is independently owned and operated by you, (iv) do not
use the Marks in connection with any other trademarks, trade names, logos, service marks or any
other names or marks unless we specifically approve in writing prior to such use, and (v) make
available to us, upon our request, a copy of any materials depicting the Marks. You must put
Customers on notice (by language in your contracts) identifying you as a MR. APPLIANCE
franchisee in a format we deem acceptable, including an acknowledgment that you independently
own and operate the Business.

D. Litigation. If any person or entity improperly uses or infringes the Marks or
challenges your use or our use or ownership of or the validity of the Marks, we will control all
litigation and other proceedings and we have the right to determine whether suit or other
proceeding will be instituted, prosecuted or settled, the terms of settlement and whether any other
action will be taken. You must promptly notify us of any such use or infringement of which you
become aware or any challenge or claim arising out of your use of any Mark. You must take
reasonable steps, without compensation, to assist us with any action we undertake. We will be
responsible for our fees and expenses incurred in connection with any such action, unless the
challenge or claim results from your misuse of the Marks in violation of this Agreement, in which
case you must pay us for our costs and expenses including our attorney’s fees.

Provided that you are using the Marks in compliance with the terms of this Agreement,
we will defend, at our own expense, any action against you brought by a third party alleging that
any of the Marks infringes any U.S. trademark of a third party, and we will pay those costs and
damages finally awarded against you in any such action that are specifically attributable to such

6
MR. APPLIANCE 2024 Franchise Agreement
US.361913510.04



claim or those costs and damages agreed to in a monetary settlement of such action. The
foregoing obligations are conditioned on you: (i) notifying us promptly in writing of such action;
(i) giving us sole control of the defense thereof and any related settlement negotiations; and (iii)
cooperating and, at our request and expense, assisting in such defense.

E. Changes. Unless we direct you so in writing, you may not make any changes or
substitutions to the Marks. We reserve the right to change the Marks at any time and you must
comply with any such changes within the time frames we specify.

F. Creative Works. All ideas, business ventures, concepts, inventions, techniques,
or materials concerning a MR. APPLIANCE Business, whether or not protectable Intellectual
Property and whether created by or for you or one of your owners or employees, must be
promptly disclosed to us and will be deemed to be solely and exclusively our property, part of the
System, and “works made-for-hire,” as the phrase is defined in the Copyright Act of 1976 (17
U.S.C. 101 et seq.), for us. To the extent any item does not qualify as a “work made-for-hire” for
us, by operation of law or otherwise, you agree to assign and hereby irrevocably assign, for no
additional consideration, ownership of that item, and all related rights to that item, to us, our
successors and assigns, including without limitation, the right to sue, counterclaim, and recover
for all past, present, and future infringement, misappropriation, or dilution thereof, and all rights
corresponding thereto throughout the world and agree to take whatever action (including signing
an assignment agreement or other documents) we request to show our ownership or to help us
obtain intellectual property rights in the item. Notwithstanding anything to the contrary, neither
the expiration nor the termination of this Agreement shall affect our ownership of the items
herein or alter any of our rights or privileges hereunder.

TERM AND RENEWAL

4. The following provisions control with respect to the term and renewal of this Agreement:

A. Term. The initial term of this Agreement commences on the Effective Date and
expires on the 10-year anniversary of the Effective Date, unless terminated earlier as provided
herein.

B. Renewal Term and Conditions of Renewal. You may renew your license for one
renewal term of 10 years; provided that: (i) you have given us written notice of your request to
renew at least 180 days but not more than 240 days prior to the end of the expiring term; (ii) you
sign our then-current form of franchise agreement (modified to reflect that the agreement relates
to the grant of a renewal), the terms of which may differ from this Agreement, including higher
fees; (iil) you are not in default of this Agreement or any other agreement pertaining to the
franchise granted, have satisfied all monetary and other material obligations on a timely basis
during the term, are in good standing and have received no more than 3 written notices of default
during the term of this Agreement; (iv) you comply with our then-current training requirements;
(v) you and your guarantors execute a general release of claims in a form we prescribe; and (vi)
you pay a renewal fee of $5,000.

C. Interim Period. If this Agreement expires without you properly exercising your
renewal right and you continue to accept the benefits of this Agreement thereafter, then, at our
option, we may treat this Agreement either as (i) expired as of the date of expiration, with you
then illegally operating a franchise in violation of our rights; or (ii) continued on a month-to-
month basis (the “Interim Period”) until both parties agree to enter into our then-current form of
franchise agreement for a renewal term or until one party provides the other with written notice of
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termination, in which case the Interim Period will terminate 30 days after receipt of the notice of
termination. In the latter case, all of your obligations shall remain in full force and effect during
the Interim Period as if this Agreement had not expired, except that the License Fee during the
Interim Period will be increased to 10% of Gross Sales for all types of products/services and
without any reductions. All obligations and restrictions imposed on you upon expiration of this
Agreement shall take effect upon termination of the Interim Period.

OPERATIONS STANDARDS AND REQUIREMENTS

5. You must implement and abide by our requirements and standards directed to enhancing
substantial System uniformity. The following provisions control with respect to operation of your
Business:

A. Franchise Location. You are responsible for finding and purchasing or leasing a
site that meets our site selection guidelines and standards and is located in the Territory. We will
approve your site as long as it meets our site selection guidelines and we will attempt to provide
our approval or disapproval within 10 business days after you submit the location information
(together with evidence of compliance with our site selection guidelines) to us. We make no
guarantees concerning the success of the Franchise Location or Territory. In addition, your
Franchise Location must meet the following conditions:

(1) You must begin operating your Business within 6 months of the date we
sign this Agreement, although you may not commence operations of your Business until
you have satisfactorily completed our training program and complied with your other pre-
opening obligations. We are not responsible or liable for any of your pre-opening
obligations, losses or expenses, including those you might incur for your failure to
comply with these obligations or your failure to open by a particular date. We have no
responsibility for any lease; it is your sole responsibility to evaluate, negotiate and enter
into a lease or a purchase agreement for the Franchise Location premises.

(11) You must construct and equip your Franchise Location in accordance
with our current approved specifications and standards as set forth in the Operations
Manual, including any specific requirements if you intend to operate your Business from
your residence. You must maintain and periodically refresh the building, equipment,
uniforms vehicles, fixtures, furnishings, signage and trade dress (including the interior
and exterior appearance) used in the operation of your Business in accordance with our
requirements established periodically and any periodic evaluations of the premises by our
representatives.

From time to time as we require, you must effect items of modernization and/or
replacement of the premises, trade dress, vehicles, uniforms, equipment and grounds as may
be necessary for your Business to conform to the standards for similarly situated new MR.
APPLIANCE Businesses.

Each Transfer of any interest in this Agreement or your Business under Section 10
and each renewal under Section 4 are expressly conditioned upon your compliance with our
then-current modernization or replacement requirements.

(ii1))  If you need to relocate your Franchise Location for reasons other than
your breach of your lease, we will grant you authority to relocate to another site within
the Territory that meets our site selection guidelines and standards; provided that you are
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not in default under this Agreement or any other agreement with us and you are current
on all of your financial obligations to us, our affiliates and third parties. You still must
continue to operate the Business at all times during any such relocation.

B. Vehicle Acquisition and Maintenance. You must acquire and maintain, at your
sole expense, one or more vehicles as specified by us for use in the Business. Each vehicle shall
be equipped, outfitted, insured and maintained in accordance with our specifications and
standards. You must maintain the interior, exterior and mechanical parts of all required vehicles
in good repair and condition and regularly service and maintain the vehicles to keep them clean
and in good working order.

C. Authorized Services and Products. You can only offer and sell authorized
services and products from your Business and you must refrain from selling any other services or
products. You must use in the operation of your Business and in the offer and sale of authorized
services and products of your Business only those techniques, procedures and supplies we specify
in writing. You acknowledge and agree that we may change any of our requirements periodically
and you agree to conform to any such changes. All Customer service materials, techniques, and
promotional items of all descriptions and types must meet our standards of uniformity and
quality.

D. Approved Supplies and Suppliers. We reserve the right to require that you only
use approved products, services, inventory, equipment, signs, advertising materials, and other
items (collectively “approved products and supplies”) in the Business. We may introduce new
products and supplies and change previously approved products and supplies from time to time
and you agree to promptly comply with our new or changed requirements. Although we do not
do so for every item, we have the right to approve the supplier of approved products and supplies.
You acknowledge and agree that certain approved products and supplies may only be available
from one approved supplier source, and we or our affiliates may be that source. You will pay the
then-current price in effect for any approved products and supplies you purchase from us or our
affiliates. All products, materials, services and other items and supplies used in the operation of
the Business must conform to the specifications and standards we establish from time to time.
We may furnish to you from time to time lists of approved products and supplies and/or approved
suppliers, which lists we may amend from time to time. We or our affiliate may make available
to you the opportunity to participate from time to time in certain discounts, rebates or other
benefits in connection with approved suppliers.

WE AND OUR AFFILIATES MAKE NO WARRANTY WITH RESPECT TO ANY
PRODUCTS, SERVICES, EQUIPMENT, SUPPLIES OR OTHER ITEMS WE APPROVE AND
WE EXPRESSLY DISCLAIM ALL WARRANTIES, EXPRESS AND IMPLIED, INCLUDING
IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, WITH RESPECT TO ANY SUCH PRODUCTS, EQUIPMENT (INCLUDING
WITHOUT LIMITATION AND ANY REQUIRED COMPUTER SYSTEMS), SUPPLIES, OR
OTHER APPROVED ITEMS.

E. Computer System; Call Center Program. You must purchase a computer system
(including all future updates, supplements and modifications) that meets our standards and
requirements (the “Computer System”). The Computer System will be used to develop a
database of Customers and prospective customers and other related Customer Information,
schedule appointments, generate proposals, maintain communications over the Internet, and
produce your accounting records.

MR. APPLIANCE 2024 Franchise Agreement
US.361913510.04



You may be required to license software from us, our affiliate, or a third party and you
also may be required to sign software license agreements and pay an additional software licensing
or user fee(s) in connection with your use of the software. All right, title and interest in and to the
software will remain with the licensor of the software. You will be liable for all damages (under
this Agreement, any other software license agreement you execute and under applicable law) and
problems caused by your use of any software on the Computer System. You acknowledge and
agree that we will have full and complete access to the information and data entered into and
produced by the Computer System, including, without limitation, email communications and
related data, and we can use the same in any way we deem appropriate. You must have Internet
access with a form of high speed connection as we may require and you must maintain a
dedicated email account for the Business, separate from any personal or other email account.
You must purchase any upgrades, enhancements and/or replacements to the Computer System
and/or related hardware and software as we may from time to time require. It is your
responsibility to make sure that you are in compliance with all laws that are applicable to the
Computer System or other technology used in the operation of your Business, including all data
protection, privacy and security laws as well as payment card industry (PCI) compliance.

As to any malfunctioning of the Computer System or any website as further described in
Section 5.L, neither we nor any affiliate will be liable to you for any consequential, incidental,
indirect, economic, special, exemplary or punitive damages, such as, but not limited to, loss of
revenue or anticipated profits or lost business, even if you have advised us that such damages are
possible as a result of any breach or malfunction.

In addition, you must use, at your own cost, a third-party call center provider for rollover
customer calls and for answering customer calls outside business hours, including on weekends.
We reserve the right to require you to use an approved or designated call center provider, which
may be us or our affiliate, and/or to require you to pay the call center fees to us or our affiliate.

F. Customer Information. We own all Customer Information and may use the
Customer Information as we deem appropriate (subject to applicable law), including disclosing it
to vendors or sharing it with our affiliates for cross-marketing or other purposes. You may only
use Customer Information for the purpose of operating the Business to the extent permitted under
this Agreement, including the Operations Manual, during the term hereof and subject to such
restrictions as we may from time to time impose and in compliance with all data privacy, security
and other applicable laws. Without limiting the foregoing, you agree to comply with applicable
law in connection with your collection, storage, disclosures and your use and our use of such
Customer Information, including, if required under applicable law, obtaining consents from
Customers to our and our affiliates’ use of the Customer Information. You must comply with all
laws and regulations relating to data protection, privacy and security, including data breach
response requirements (“Privacy Laws”), as well as data privacy and security policies, procedures
and other requirements we may periodically establish. You must notify us immediately of any
suspected data breach at or in connection with the Business. You must fully cooperate with us
and our counsel in determining the most effective way to meet our standards and policies
pertaining to Privacy Laws within the bounds of applicable law. You are responsible for any
financial losses you incur or remedial actions that you must take as a result of breach of security
or unauthorized access to Customer Information in your control or possession.

If any federal or state Privacy Law, including the California Consumer Privacy Act
(“CCPA™), as revised by the California Consumer Privacy Rights Act (“CPRA”), Cal. Civ. Code
§ 1798.100, et seq., and any related regulations, applies to the operation of the Business,
whenever and to the extent you operate as a “Service Provider” or “Contractor” under the CCPA,

10
MR. APPLIANCE 2024 Franchise Agreement
US.361913510.04



a data processor, or in a similar capacity under any federal or state Privacy Law, you represent
and warrant that:

(1) Except for the purpose of operating the Business in accordance with this Agreement,
including the Operations Manual, you will not retain, use, combine or disclose any Customer
Information;

(2) You will not sell, share, make available or otherwise disclose any Customer
Information to any third party for valuable consideration or for the purpose of performing cross-
context behavioral advertising, targeted advertising, or profiling, as those terms are defined under
applicable Privacy Laws;

(3) You will not retain, use, or disclose Customer Information outside of the direct
business relationship between you and us;

(4) You will delete any Customer Information upon our request unless you can prove that
such request is subject to an exception under applicable law; and

(5) If you receive a Customer Information data request (e.g., a request to delete Customer
Information) directly from a consumer (e.g., a California resident under the CCPA, or a resident
of another jurisdiction under other applicable Privacy Law), you shall inform us of that request
within one business day and cooperate with us to ensure that the consumer receives an
appropriate and timely acknowledgement and response. As an example, currently under the
CCPA, an acknowledgement is typically required within 10 business days and a final response is
required within 45 calendar days.

(6) You will implement reasonable security procedures and practices appropriate to the
Customer Information you collect, retain, use or disclose, in order to protect it from unauthorized
or illegal access, including following minimum requirements that may be set forth in the
Operations Manual.

(7) You will cooperate with us to the extent necessary to assist us with conducting
required data protection assessments or other similar assessments under applicable Privacy Laws,
responding to Customer Information data requests, responding to requests or inquiries from
government authorities, or if we seek to ensure that you have collected, retained, used, or
disclosed Customer Information consistent with Privacy Laws and this Agreement, including but
not limited to providing us with requested compliance documents, or allowing us or our designee
to assess, audit, or test your privacy and security controls at least annually.

(8) You will cooperate with us to stop or remediate any unauthorized use of Customer
Information, including verifying that you no longer retain or personal information that a
consumer has asked to delete under applicable Privacy Laws.

(9) You will notify us immediately if you determine you cannot meet your obligations
under Privacy Laws or this Agreement regarding your collection, retention, use, or disclosure of
Customer Information.

You certify that you understand the restrictions in Paragraphs (1) — (9) of this section and
will comply with them. You also acknowledge and agree that we may modify these restrictions
from time to time by written notice to you, by issuing updates to our standards and policies
pertaining to Privacy Laws, including by adding other similar restrictions that may be required

11
MR. APPLIANCE 2024 Franchise Agreement
US.361913510.04



under other state or federal Privacy Laws, and you agree to comply with the same. You also agree
to execute any addenda that we may determine are required to conform this Agreement to new or
changed Privacy Laws.

To the extent that you engage another person to collect, use, sell, share, store, disclose,
analyze, delete, modify, or to otherwise perform any processing of Customer Information for the
purpose of operating the Business (a “Subprocessor”), you will notify us of such engagement,
which shall be governed by a written contract that includes the same restrictions as in Paragraphs
(1) — (9) of this section and imposes reasonable confidentiality obligations and privacy and
security controls on the Subprocessor.

G. Operating Procedures; Operations Manual. We will loan you a copy of our
Operations Manual. We will make it available to you online or in such other manner and format
as we approve. You acknowledge that the Operations Manual is at all times our Intellectual
Property and owned exclusively by us. You must, at all times, treat the Operations Manual, and
the information it contains, as secret and confidential, and must use all reasonable efforts to
maintain such information secret and confidential. You must adopt and use as your continuing
operational routine the required standards, service style, procedures, techniques and management
systems described in the Operations Manual or other written materials relating to the Business
provided from time to time by us. We will revise the Operations Manual and these standards,
procedures, techniques and management systems periodically to meet changing conditions and in
the best interest of the MR. APPLIANCE Businesses and the System. We will notify you of any
such updates or revisions and you expressly agree to comply with each new or changed
requirement. You must at all times ensure that your copy of the Operations Manual is kept
current and up to date, and in the event of any dispute as to the contents of said Operations
Manual, the terms of the master copy of the Operations Manual that we maintain are controlling.

The Operations Manual will contain both mandatory standards and recommended
standards. Any required standards exist to protect our interests in the System and the Marks and
not for the purpose of establishing any control or duty to take control over those matters that are
reserved to you. The required standards generally will be set forth in the Operations Manual or
other written materials. The Operations Manual also will include guidelines or recommendations
in addition to required standards. In some instances, the required standards will include
recommendations or guidelines to meet the required standards. You may follow the
recommendations or guidelines or some other suitable alternative, provided you meet and comply
with the required standards. In other instances, no suitable alternative may exist. In order to
protect our interests in the System and the Marks, we reserve the right to determine if you are
meeting a required standard and whether an alternative is suitable to any recommendations or
guidelines.

H. Confidential Information. You may not, during the term of this Agreement or
thereafter, communicate, divulge or use any Confidential Information for the benefit of any other
person or entity, except that you may communicate Confidential Information to such employees
as must have access to it in order to operate the Business. All Confidential Information,
including, without limitation, methods, procedures, suggested pricing, specifications, processes,
materials, techniques and other data, may not be used for any purpose other than operating the
Business hereunder. In the interest of protecting our System, we may require that you obtain
nondisclosure and confidentiality agreements in a form satisfactory to us from your owners (if
franchisee is an entity), your spouse, your manager and other key employees. You must provide
executed copies of these agreements to us upon our request. A copy of the current
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Confidentiality Agreement form to be used with your owners (if franchisee is an entity) or your
spouse is included as Schedule F.

I Evaluations. We or our authorized representative have the right to visit and
inspect your Business at all reasonable times during the business day for the purpose of making
periodic evaluations and to ascertain your compliance with the provisions of this Agreement, and
to inspect and evaluate your services, supplies or products and other aspects of your Business.
Any failure of an inspection is a default under this Agreement. Further, if we determine that any
condition in the Business presents a threat to customers or public health or safety, we may take
whatever measures we deem necessary, including requiring you to immediately close the
Business until the situation is remedied to our satisfaction. Any evaluation or inspection we
conduct is not intended to exercise control over your day-to-day operation of your Business or to
assume any responsibility for your obligations under this Agreement.

J. Compliance with Laws; Licenses and Permits. You must, at your expense and at
all times, maintain and conduct your Business operations in compliance with all applicable
federal, state and local laws, regulations, codes and ordinances. You must secure and maintain in
force all required licenses, permits and certificates relating to your Business, including but not
limited to obtaining and maintaining required authorizations from federal and state transportation
authorities and public utility commissions. Without limiting the foregoing, if you or any of your
Principal Owners is not a U.S. national, you represent that you and/or such Principal Owner(s)
have an immigration status that allows you and/or such Principal Owner(s) to live and work in the
United States, and you hereby promise that you and/or such Principal Owner(s) will maintain
such status during the term of this Agreement.

You acknowledge that you are an independent business and responsible for control and
management of your Business, including, but not limited to, the hiring and discharging of your
employees, tax withholdings, and setting and paying wages and benefits of your employees. You
acknowledge that we have no power, responsibility or liability in respect to the hiring or
discharging of employees, tax withholdings or setting or paying of wages or related matters.

You must immediately notify us in writing of any claim, litigation or proceeding that
arises from or affects the operation or financial condition of your Business or names us as a party.

K. Participation in Internet Websites or Other Online Communications. We may
require you, at your expense, to participate in our MR. APPLIANCE website on the Internet, our
intranet or extranet system or other online communications as we may from time to time
prescribe. We have the right to determine the content and use of our website and intranet or
extranet system and establish the rules under which franchisees may or must participate. We will
post your Business contact information on our website. You may not separately register any
domain name containing any of the Marks or operate a website or social media account for your
Business. We reserve the right to pre-approve, establish rules, procedures and policies relating to
any website and social media account that you create for the operation of your Business. We may
immediately terminate this Agreement if you register any domain name or social media account
containing any of the Marks. We retain all rights relating to our website, intranet system and
social media accounts and may alter or terminate our website, extranet system or intranet system,
or any social media accounts. Your general conduct on our website, social media accounts,
intranet or extranet system or other online communications and specifically your use of the Marks
or any advertising is subject to the provisions of this Agreement. You acknowledge that certain
information related to your participation in our website, social media accounts, extranet system or
intranet system may be considered Confidential Information, including access codes and
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identification codes. Your right to participate in our website, social media accounts, and intranet
or extranet system, or otherwise use the Marks or System on the Internet or other online
communications, will terminate when this Agreement expires or terminates. You acknowledge
and agree that you do not have any right to use the Marks or other Intellectual Property of the
System on any website or any social media platform except as expressly approved by us in
writing.

Unless we direct otherwise, simultaneously herewith, you agree to execute the Telephone
Number and Internet Agreement (attached hereto as Schedule E), pursuant to which you assign to
us ownership of all Telephone Listings and Internet Listings (each term as defined in Schedule
E).

L. System Modifications. You acknowledge and agree that we have the right to
modify, add to or rescind any requirement, standard or specification that we prescribe under this
Agreement to adapt the System to changing conditions, competitive circumstances, business
strategies, business practices and technological innovations and other changes as we deem
appropriate. You must comply with these modifications, additions or rescissions at your expense,
subject to any express limitations set forth in this Agreement.

M. Suggested Pricing Policies. Based on examples from MR. APPLIANCE
Businesses, we may, from time to time, make suggestions to you with regard to your pricing
policies. In addition, we have the right to negotiate Key Account arrangements, including pricing
which will bind all MR. APPLIANCE Businesses providing services to such Key Accounts.
Although you generally have the right to establish prices for the products and services you sell,
we reserve the right to establish and enforce prices, both minimum and maximum, to the extent
permitted by applicable law.

N. Key Accounts. We reserve the right to establish and administer a Key Accounts
program. If such a program is established, you may participate in it. If you elect to participate,
you must comply with all Key Accounts standards and procedures set forth in the Operations
Manual and/or as we may otherwise communicate to you, as well as the specific terms of our
arrangement with each applicable Key Account, which terms may include, without limitation, the
provision of certain insurance and other products and services, special pricing, payment terms,
turnaround on services, etc.

0. Customer Service; Service Warranties. You must honor our warranty policies for
services you provide to Customers, as described in the Operations Manual. You are solely
responsible for the quality and results of the services and products you sell and provide to
Customers, maintaining a continuing responsibility with respect to such services and products
beyond the termination or expiration of this Agreement. You must render and must cause each of
your employees to render prompt, competent and courteous service to Customers and you shall
offer and honor such service warranties as we direct.

You must respond to any dissatisfied Customers within 24 hours after the complaint is
received or as otherwise set forth in the Operations Manual. If you are unable to equitably resolve
the Customer’s complaint within 3 days after the initial contact, you must contact us for
assistance in handling the complaint. In no event shall our assistance be construed to make us
liable to you or to a Customer in connection with such complaint. You are solely responsible for
satisfactorily and timely resolving all warranty claims, Customer disputes, and online Customer
reviews. Should you fail to do so, you must reimburse the cost of any such services to us or any
third party that we authorize to perform the services or you must reimburse us for any refund or
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other payment we may make to a Customer (as applicable). We may at any time contact
Customers concerning the quality of services you provide, the level of Customer satisfaction, or
other aspects of the Business that we deem relevant.

P. Ethical Business Conduct. You agree to adhere to good business
practices, observing high standards of honesty, integrity, fair dealing and ethical business conduct
and good faith in all business dealings with Customers, vendors, your employees, our corporate
employees, and all other MR. APPLIANCE franchisees. You must not engage in deceptive,
misleading or unethical practices or conduct that may have a negative impact on the reputation
and goodwill associated with the Marks.

Q. Crisis Situations. In the interest of protecting the MR. APPLIANCE brand,
Marks and the System, we have the sole and absolute right to determine a response, including
what steps will be taken and what communications will be made, in instances of a Crisis, and you
agree to comply with and implement our directions in response to a Crisis. “Crisis” means an
event or development that negatively impacts the MR. APPLIANCE brand or System in such a way
that we determine may cause substantial harm or injury to the Marks, System, the Intellectual
Property associated with the System, or the reputation or image of the MR. APPLIANCE brand.

PERSONNEL AND SUPERVISION STANDARDS

6. The following provisions and conditions control with respect to personnel, training and
supervision:

A. Supervision of the Business; Guarantors. You, or your Principal Owner(s) (as
identified on the Data Sheet) if you are a business entity, must devote full-time attention to your
Business, which at all times must be under your, or your Principal Owner(s)’s direct and active
supervision and management. If you are a business entity, (i) all your owners must sign a
Confidentiality Agreement; (ii) you must designate one or more Principal Owners; and (iii) all
persons and entities that, as of the date of this Agreement hold, or during the term of this
Agreement become holders of, 5% or more of your ownership interests must personally guarantee
your performance hereunder to us by executing the personal guarantee attached hereto as
Schedule C. If two (2) or more persons are the Franchisee or guarantors, their obligations and
liability to us shall be joint and several.

B. Training. You must comply with all of the training requirements we prescribe
for the Business. You, or your Principal Owners if you are a legal entity, must attend our initial
training program and complete it to our satisfaction. You must pay all costs and expenses,
including hotel and transportation costs, you incur in attending our initial training program. If it
becomes necessary to re-train a certain individual, we reserve the right to charge you a training
fee. You also must pay all costs and expenses for any additional personnel who attend our initial
training program. The training requirements may vary depending on your experience and other
factors specific to the Business. If you are given notice of default that relates, in whole or in part,
to your failure to meet any operational standards, we may require that, as a condition of curing
the default, you and your manager, at your expense, comply with the additional training
requirements we prescribe. Under no circumstances may you permit management of the
Business’ operations on a regular basis by a person who has not successfully completed to our
reasonable satisfaction all applicable training we require.

C. Ongoing Training. We may require you and other key employees of the Business
to attend ongoing training at our training facility or other locations we designate. If you request
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training in addition to the initial training program identified above, we reserve the right to charge
you a training fee, plus you must pay your costs and expenses in connection with such training.
Any training provided by us to any of your workers will be limited to training or guidance
regarding the delivery of approved services to clients in a manner that reflects the customer and
client service standards of the System. You are, and will remain, the sole employer of your
employees at all times, including during all training programs, and you are solely responsible for
all employment decisions and actions related to your workers. You are solely responsible for
ensuring that your workers receive adequate training.

D. Staffing. You must employ a sufficient number of competent and trained
employees to ensure efficient service to Customers. It is your responsibility to make sure that no
employee or subcontractor enters a Customer’s home if such person has not passed the required
background checks. No employee of yours will be deemed to be an employee of ours for any
purpose whatsoever, and nothing in any aspect of the System or the Marks in any way shifts any
employee or employment related responsibility from you to us.

E. Attendance at Reunion and Meetings. You must attend, at your expense, any
annual franchise convention we may hold or sponsor and any meetings relating to new services or
products, new operational procedures or programs, training, business management, sales or sales
promotion, or similar topics, including any system-wide teleconferences or web-conferences, as
more particularly set forth in the Operations Manual. We reserve the right to charge you a fee to
attend any such franchise conventions, meetings, programs or other trainings, and we may collect
such a fee from you whether you attend or not. If you do not attend the annual franchise
convention (Reunion), you will be charged $1,000. If you are not able to attend a meeting or
convention, you must give us prior notice and must have a substitute person acceptable to us
attend such meeting or convention. Nothing in this Agreement is intended to require us to hold
any annual conventions or other meetings.

MARKETING

7. You agree to actively promote your Business, to abide by all of our marketing and
advertising requirements and to comply with the following provisions:

A. MAP Fund. We have established and manage a Marketing, Advertising and
Promotion Fund for MR. APPLIANCE Businesses (the “MAP Fund”). All MAP Fees (as defined
in Section 8.D) you pay to us hereunder will be placed in the MAP Fund. On behalf of our
company and affiliate-owned MR. APPLIANCE Businesses, we will pay the same MAP Fund fee
as similarly situated franchised MR. APPLIANCE Businesses. The MAP Fund is not a trust or
escrow account, and we have no fiduciary obligation to franchisees with respect to it. We have
the right to make disbursements from the MAP Fund for expenses incurred in connection with the
cost of formulating, developing, implementing and administering marketing, advertising, public
relations, and promotional campaigns. The disbursements may include payments to us for the
expense of administering the MAP Fund, including accounting expenses and salaries and benefits
paid to our employees engaged in the administration and operation of the MAP Fund or otherwise
providing services with respect to the MAP Fund. We have the right to determine the methods of
marketing, advertising, media employed and contents, terms and conditions of marketing
campaigns and promotional programs. Because of the methods used, we are not required to
spend a prorated amount on each MR. APPLIANCE Business or in each advertising market. We, as
the administrator of the MAP Fund, may collaborate with the administrators of advertising funds
of certain other franchise systems affiliated with us. You acknowledge that there can be no
assurance that the MAP Fund’s participation in these collaborations and joint efforts will benefit
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MR. APPLIANCE Businesses proportionately or equivalently to the benefits received by any other
franchised businesses of the other participating affiliated franchise systems.

The MAP Fund will be accounted for separately and will not be used to defray any of our
general operating expenses, except for such expenses, administrative costs and overhead relating
to MAP Fund business, including compensation of employees and others providing services to
the MAP Fund and other expenses that we incur in activities related to maintaining,
administering, directing and conducting the MAP Fund programs, including, without limitation,
conducting market research and public relations activities; preparing advertising promotion and
marketing materials; and collecting and accounting for MAP Fund contributions and expenses. If
requested, we will provide you an annual unaudited statement of the financial condition of the
MAP Fund.

We assume no direct or indirect liability or obligation to you with respect to collecting
amounts due to the MAP Fund or related to our maintenance, direction or administration of the
MAP Fund, including with respect to the efficiency or effectiveness, if any, of the MAP Fund in
enhancing the Marks, brand or System or advancing the business interests of a franchisee or
franchisees in general.

We have the right, but not the obligation, to cause the MAP Fund to be incorporated or
operated through an entity separate from us at such time as we deem appropriate, and any such
successor entity shall have all our rights and duties under this Section7.A. We may use collection
agents and institute legal proceedings at the MAP Fund’s expense to collect MAP Fund
contributions. We also may forgive, waive, settle, and compromise all claims by or against the
MAP Fund. If we terminate the MAP Fund, we will refund to you your pro-rata portion of any
amounts remaining in the MAP Fund, based on your contributions to the MAP Fund.

B. Required Local Expenditures. You must use your best efforts to promote and
advertise the Business and participate in any local marketing and promotional programs we
establish from time to time. In addition to the payment of the MAP Fee, you must spend the
minimum amounts set forth in the Data Sheet on approved local marketing and promotion in the
Territory each year (“Minimum Local Marketing Amounts”). Upon our request, you must
provide us with itemized documentation and proof of such expenditures. If you fail to make the
required expenditures, we have the right to collect the deficiency and spend it as provided below
in this paragraph. We reserve the right to require you to use one or more designated vendors in
connection with your local marketing and promotional activities. In addition, we reserve the right
to collect (on a monthly or quarterly basis, as we may from time to time designate) the Minimum
Local Marketing Amounts and in return provide to you local promotional, marketing and
advertising materials and related services to promote the Business in the Territory. Should this
Agreement terminate prior to our providing such local promotional, marketing and advertising
materials and related services in the Territory, we reserve the right to contribute the Minimum
Local Marketing Amounts collected to the MAP Fund.

C. Approved Materials. You must use only such marketing materials (including any
print, radio, television, electronic, on-line or other media forms that may become available in the
future) as we furnish, approve in writing or make available, and the materials must be used only
in the manner we prescribe and in compliance with all trademark usage and branding standards.
Furthermore, any promotional activities you conduct for the Business are subject to our approval.
You must submit all advertising and promotional materials to us for approval prior to your use. If
we do not respond within 14 days of your submission, the materials will be deemed not approved.
We will not unreasonably withhold approval of any materials or media and activities; provided
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that they are current, in good condition, in good taste and accurately depict the Marks.
Notwithstanding our approval, it is solely your responsibility to conduct your promotional
activities in accordance with all applicable laws.

D. Local Marketing Groups. We have the right to designate local advertising
markets and advertising cooperatives and/or local marketing groups for such markets
(collectively, each such cooperative or group, a “LMG”), and if designated, you must participate
in the LMG and its programs in your designated local advertising market. If established, you
must contribute to the LMG the amount we designate, but such contribution amount shall not
exceed 2% of your Gross Sales. We may require that some or all of your LMG contribution be
paid to us or our affiliate, and we reserve the right to use your LMG contribution on any
promotional, marketing and advertising initiatives, including digital and other marketing and
brand awareness programs. As of the date of this Agreement, we may require that a portion of
your LMG contribution (currently, 2% of your Gross Sales) be paid for use towards the
Neighborly marketing and brand awareness initiatives, which may include service professional
recruitment marketing. If established, each MR. APPLIANCE Business, including those operated
by us or our affiliates within a designated local advertising area, will be a member of the LMG.
You must obtain our written approval of all promotional and advertising materials, creative
execution and media schedules prior to their implementation. Your contribution to the LMG will
count towards the Minimum Local Marketing Amounts, but the Minimum Local Marketing
Amounts do not represent a limit on your LMG contribution. We have the right to establish how
the LMGs operate and we have the right to require LMGs to be formed, changed, dissolved or

merged.
FEES, REPORTING AND AUDIT RIGHTS
8. You must pay the fees described below and comply with the following provisions:
A. Initial Franchise Fee. Upon signing of this Agreement, you must pay to us an

initial franchise fee as set forth in the Data Sheet (the “Initial Franchise Fee”), which is earned
upon receipt and is non-refundable. Any financing of the Initial Franchise Fee is only available if
we offer you financing under the terms of the Promissory Note and Security Agreement included
as Schedule G.

B. License Fees. From and after the Effective Date, you must pay to us, weekly in
the manner specified in Section 8.D, a fee (the “License Fee”) in the amount equal to the greater
of (i) the applicable percentage of Gross Sales set forth on the Data Sheet or (ii) the applicable
Minimum License Fee (if any) set forth on the Data Sheet. The License Fee calculation may
differ based on the type of service or product from which the Gross Sales are generated, as
specified on the Data Sheet. The Minimum License Fee shall be calculated in the manner set
forth on the Data Sheet.

C. MAP Fees. You must pay to us each week, in the manner specified in Section
8.D, a MAP Fund fee (the “MAP Fees”) in an amount equal to the greater of (i) the applicable
percentage of Gross Sales set forth in the Data Sheet or (ii) the applicable Minimum MAP Fee set
forth on the Data Sheet. The MAP Fee calculation may differ based on the type of service or
product from which the Gross Sales were generated. The Minimum MAP Fee shall be calculated
in the manner set forth on the Data Sheet.

D. Manner of Payment; Electronic Transfer of Funds. All payments of the License
Fees and MAP Fees are due to us by Tuesday of each week for the prior week’s Gross Sales,
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together with a weekly report of Gross Sales. You must sign an electronic ACH Form, attached
as Schedule B, to authorize and direct your bank or financial institution to allow us or our affiliate
to initiate a transfer of funds electronically directly to our or our affiliate’s account and to charge
to your account all amounts due to us or any affiliate. You must maintain a balance in your
account sufficient to allow us and our affiliates to collect the amounts owed when due. You are
responsible for any penalties, fines or other similar expenses associated with the transfer of funds
described in this Section.

E. Late Payments. A late payment fee of $10.00 per day (the “Late Payment Fee”)
plus interest at the highest applicable legal rate for open account business credit in the state of
your domicile, not to exceed 12.0% per annum, will accrue on all late payments from the due date
until all sums are paid. In addition, if you fail to timely provide any Gross Sales report to us, in
addition to any other rights available to us, we may withdraw the applicable Minimum License
Fee and the Minimum MAP Fee (as applicable) from your account, and once the applicable Gross
Sales report becomes available to us, you will be required to immediately pay us any additional
amounts owed as shown in the calculation of the License Fees and MAP Fees in such Gross Sales
report. You acknowledge and agree that this Section 8.E does not constitute our agreement to
accept payments or reports after they are due or a commitment by us to extend credit to you or to
otherwise finance your operation of the Business. Further, you acknowledge and agree that your
failure to pay all amounts and provide all reports when due will constitute grounds for
termination of this Agreement, notwithstanding the provisions of this Section 8.E. You will not,
on grounds of the alleged nonperformance by us of any of our obligations under this Agreement,
withhold payment of any License Fees, MAP Fees or any other amounts due to us and you will
not, on such grounds, discontinue providing services to Customers of the Business in accordance
with this Agreement.

F. Application of Fees. Notwithstanding any designation by you, we have the right
to apply any payments received from you to any past due indebtedness to us or any affiliate in
such amounts and in such order as we determine.

G. Financial Planning and Management. You must compile and keep books and
records that accurately reflect the operations and condition of your Business, including detailed
daily sales, cost of sales, and other relevant records and information, maintained in an electronic
media format and using the methods of bookkeeping and accounting as we periodically may
prescribe. You must also retain check registers, purchase records, invoices, sales summaries and
inventories, sales tax records and returns, state, federal, personal or other income tax records and
returns covering or related to the Business, payroll records, cash disbursement journals and
general ledgers. You must submit to us such reports, statement of profit and loss, balance sheet,
tax returns, books and records as we may require, including those identified in Section 8.H below,
all on the forms and according to reporting formats, methodologies and time schedules that we
establish from time to time. You must preserve the books, records and reports for the longer of
(i) five years from creation or (ii) such period as required under applicable laws. You must allow
us electronic and manual access to any and all records relating to your Business.

H. Reports. Simultaneously with each payment of License Fees and MAP Fees
hereunder, you must submit to us a report of the corresponding Gross Sales and gross receipts of
the Business, and a computation of the corresponding License Fees and MAP Fees with respect to
the preceding week. Gross Sales must be entered into the software and reported for the week in
which they are earned; you may not postpone the reporting of any Gross Sales for any reason. In
addition, within 15 days after the end of each month, you must submit to us the following
information for the preceding month: (i) copies of your most recent balance sheet and statement
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of profit and loss, including a summary of your costs for labor, rent and other material cost items;
and (ii) if requested by us to verify your Gross Sales, all such books and records as we may
require under our audit policies published from time to time. You also must, at your expense,
submit to us within 90 days after the end of each fiscal year a detailed balance sheet, profit and
loss statement and statement of cash flows for such fiscal year. All reports shall be provided in
the form and content as we periodically prescribe. You must certify in writing all reports to be
true and correct. You acknowledge and agree that we have the right to impose these requirements
on you regardless of whether we impose the same requirement on our other franchisees.

L Audits. We or our authorized representative have the right, at all times (i) during
the business day to enter the premises where your books and records relative to the Business are
kept and to evaluate, copy and audit such books and records, including, but not limited to any and
all financial statements, reports, state, federal, personal income tax records or other income tax
records covering or related to the Business, sales tax records, payroll records, databases, and other
related records (ii) to remotely access and evaluate, copy and audit your electronic records
located on the Computer System, and (iii) to evaluate remotely or on the Business premises your
compliance with your obligation regarding Customer Information. In addition, if, in our
reasonable business judgment, we believe that you have failed to comply with your reporting
and/or record keeping obligations hereunder, we have the right to also access and evaluate, copy
and audit books and records related to any other business in which you have an ownership or
management interest. We also have the right to request information from you and your suppliers,
vendors, and Customers. You must fully cooperate with us in connection with our exercise of our
audit rights. If any such evaluation or audit reveals an understatement of 2% or more of your
Gross Sales or you do not provide any requested information within 30 days from the date of our
initial request, you must pay for the cost of the audit (including, without limitation, professional
fees, travel, and room and board expenses directly related thereto), in addition to the amount
owed (if any) plus interest and late fees as provided in Section 8.E. In addition to any other rights
we may have in such an event, we have the right to conduct further periodic audits and
evaluations of your books and records as we reasonably deem necessary and any further audits
and evaluations conducted within two years thereafter will be at your sole expense, including,
without limitation, professional fees, travel, and room and board expenses directly related thereto.
Furthermore, if you intentionally understate or underreport Gross Sales at any time, or if a
subsequent audit or evaluation conducted within the two-year period reveals any understatement
of your Gross Sales of 2% or more, in addition to any other remedies provided for in this
Agreement, at law or in equity, we have the right to terminate this Agreement immediately. To
verify the information that you supply, we have the right to reconstruct your sales through any
reasonable method of analyzing and reconstructing sales and you agree to accept any such
reconstruction of sales unless you provide evidence in a form satisfactory to us of your sales
within a period of 14 days from the date of notice of understatement or variance. If you dispute
any audit findings, you must do so in writing and in accordance with the Operations Manual
within 30 days of the notice of understatement or variance, or you will waive the right to
challenge the audit findings. For avoidance of doubt, no provision of this Section 8.I shall be
deemed to supersede or waive the 10-day cure period for failure-to-pay defaults set forth in
Section 12.B.1.

YOUR OTHER OBLIGATIONS; NONCOMPETITION COVENANTS

9. You agree to comply with the following terms and conditions:
A. Payment of Debts. You agree to (i) pay promptly when due all payments,
obligations, assessments and taxes due and payable to us and our affiliates, vendors, suppliers,
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lessors, federal, state or local governments, or creditors in connection with your Business;
(i1) promptly discharge and remove all liens and encumbrances of every kind and character
created or placed upon or against any of the property used in connection with the Business; and
(iii) timely pay all accounts and discharge other indebtedness of every kind incurred by you in the
conduct of the Business. If you default in making any such payment, we are authorized, but not
required, to pay and discharge the same on your behalf and you agree promptly to reimburse us
on demand for any such payment.

You also will pay all federal, state and local taxes, other than taxes as assessed on our
income, that may be imposed on us as the result of our receipt or accrual of the Initial Franchise
Fee, the License Fees, the MAP Fees, or other fees referenced in this Agreement, whether
assessed against you through withholding or other means or whether paid by us directly. In either
case, you shall pay us (and to the appropriate governmental authority) such additional amounts as
are necessary to provide us, after taking such taxes into account (including any additional taxes
imposed on such additional amounts), with the same amounts that we would have received or
accrued had such withholding or other payment, whether by you or by us, not been required.

B. Indemnification. You waive any and all Claims (as defined below) against us for
damages to property or injuries to persons arising in any way out of this Agreement, your
servicing of Customers under this Agreement or any other contracts, your actions or omissions, or
the operation of your Business. Except to the extent otherwise provided in Section 3.D, you
agree, at your sole expense, to defend, fully protect, indemnify and hold harmless, us, our
affiliates, our parent companies, our sister companies and our owners, directors, officers,
members, managers, employees, attorneys, successors and assigns (collectively, “Franchisor
Parties”), as well as our customers and the owners of each and every property you service, from
any and all Claims. “Claims” as used herein means any and all claims, demands, damages,
assessments, violations, interest, causes of action, lawsuits, liens, and liabilities of any nature
whatsoever arising in any manner, directly or indirectly, out of or in connection with or incidental
to the operation of your Business (regardless of cause or any concurrent, superseding or
contributing fault, liability or negligence of us, our affiliates, our parent companies, and our
customers and the owners of any property you service), your actions or omissions, or any breach
by you or your failure to comply with any of the terms and conditions of this Agreement. We
also reserve the right to select our own legal counsel to represent our interests, and you agree to
reimburse us for our costs and attorneys’ fees immediately upon our request.

It is the intention of the parties to this Agreement that we shall not be deemed a joint
employer with you for any reason; however, you will, at your sole expense, defend, fully protect,
indemnify and hold harmless, Franchisor Parties, from any and all Claims arising in any manner,
directly or indirectly, out of or in connection with or incidental to the actions or omissions of your
employees or independent contractors or allegations that we are the joint employer of your
employees.

C. Insurance. Before you begin operating your Business you must purchase, and
maintain at all times during the term of this Agreement, at your sole cost, insurance coverage,
from a responsible carrier, with an A.M. Best rating of A-VIII or better, with the coverage
amounts, types and other features as we from time to time specify, using the insurance industry
form(s) acceptable to us, and such other insurance coverage as required by law and any other
agreement related to the Business. We reserve the right to designate a primary or single source for
all or any of the insurance coverage for the Business, and we or our affiliates may be that primary
or single source. Any person or entity with an insurable interest that we designate (each, an
“Additional Insured”) must be named an additional insured on all required liability policies. Each
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insurance policy must contain a waiver of subrogation in favor of the Additional Insureds. Your
insurance must apply as primary and non-contributory. Currently, our minimum insurance
requirements include (i) commercial general liability insurance, with minimum liability coverage
of $1,000,000 per occurrence (including Products/Completed Operations and Personal Injury and
Advertising Injury) and $2,000,000 in the aggregate; (ii) auto liability coverage, combined single
limit in the amount we specify, up to $2,000,000 but no less than $1,000,000, on each owned,
non-owned or hired vehicle used in connection with the Business; (iii) workers’ compensation
coverage regardless of whether required by state law, but with minimum coverage as required by
law (if applicable); and (iv) $500,000 per claim and in the aggregate cyber-liability insurance for
financial losses arising from unauthorized access, loss or corruption of data, including but not
limited to privacy and data security breaches, misdirected funds, virus transmission, denial of
service and loss of income from network security failures; and (v) such other insurance as from
time to time required by us, under applicable law and under other agreements applicable to your
Business. With respect to Key Accounts, if the insurance amount required for any Key Account
or for Key Account work in general exceeds the amount specified as the maximum amount
required by us for any type of insurance, that higher amount required for the Key Account work
will apply. Additional insurance requirements are set forth in the Operations Manual.

The commercial general liability policy must name Franchisor and any and all parents,
subsidiaries, directors, officers, employees, and agents as their interest may appear as Additional
Insureds. The policy must also include a waiver of subrogation against all parties named as
Additional Insureds. The auto liability policy must name Franchisor and any and all parents,
subsidiaries, directors, officers, employees, and agents as their interest may appear as Additional
Insureds. The policy must also include a waiver of subrogation against all parties named as
Additional Insureds. The workers’ compensation policy must include a waiver of subrogation
against Franchisor and any and all parents, affiliates, subsidiaries, directors, officers, employees,
and agents.

Additional Insured status for Franchisor and any and all parents, subsidiaries, directors,
officers, agents, employees or any other party required to be named as additional insureds under
this Agreement will extend to the full limits of liability maintained by you even if those limits of
liability are in excess of those required in this Agreement. Your insurance will be primary and
any insurance carried by Franchisor is strictly excess and secondary and will not contribute with
your insurance. The requirements of this Agreement as to insurance limits and acceptability of
insurers and insurance to be maintained by you are not intended to and will not in any manner
limit or qualify the liabilities and obligations assumed by you under this Agreement.

You may satisfy the insurance coverage limits through an umbrella policy that meets all
the requirements of this Section. If you fail to purchase or maintain required insurance, we may,
but are not obliged to, obtain such insurance for you and keep the same in force and effect, and
you must pay us, on demand, all premiums charged for such insurance policies together with a
reasonable fee for the expenses we incur in doing so. We also have the right to terminate this
Agreement for cause if you fail to comply with this Section.

You must deliver to us at least 5 days prior to commencement and thereafter annually or
at our request a proper certificate of insurance, insurance policy endorsements and other evidence
of compliance - showing the existence of the insurance coverage and your compliance with this
Section. Your certificate of insurance will provide proof of the following: (i) Franchisor and all
other affiliated parties are included as an Additional Insured where required; (ii) waiver of
subrogation included in favor of Franchisor and all other affiliated parties; (iii) your insurance is
primary, and all insurance maintained by Franchisor is excess and secondary and shall not
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contribute with your insurance; and (iv) all insurance will not be cancelled or substantially
changed without thirty (30) days’ prior written notice by certified mail to Franchisor. If you
change your insurance provider, you must immediately deliver the proper certificate of insurance
to us. We also may request copies of all insurance policies. Any review we conduct of your
insurance coverage does not limit your obligation to comply with this Section. We may modify
the required minimum limits and types of coverage, by written notice to you. Upon such
notification, you must immediately implement the modification of the policy, and provide
evidence thereof, in accordance with our request.

You acknowledge that these minimum insurance requirements do not constitute advice or
a representation by us that such coverages are necessary or adequate to protect you from losses in
connection with the Business. Nothing in this Agreement restricts you from obtaining insurance
with higher policy limits and/or additional coverage.

D. Noncompetition Covenants. You agree that you will receive valuable training
and Confidential Information that you otherwise would not have received or had access to but for
the rights licensed to you under this Agreement. You therefore agree to the following
noncompetition covenants and agree that the following noncompetition covenants are reasonable
and necessary to protect the System’s legitimate business interests, including its Confidential
Information, Intellectual Property, and customer goodwill:

1. Unless otherwise specified, the term “you” as used in this Section 9.D
means and includes, collectively and individually, (a) if you are an entity, the entity, all
guarantors and all shareholders, members, partners, as the case may be, and other holders
of any ownership interest in the entity (collectively, “Owners”), as well as any spouse,
children, parents and siblings of any guarantor and Owner, or (b) if you are an individual,
the individual and the individual’s spouse, children, parents and siblings. We may require
you to obtain from your guarantors and Owners, and/or from your spouse, children,
parents and siblings or any spouse, children, parents, and siblings of any Owner or
guarantor, as applicable, a signed non-compete agreement in a form satisfactory to us that
contains the non-compete provisions of this Section 9.D.You promise that during the
term of this Agreement, and during any Interim Period (if applicable), you will not, either
directly or indirectly, for yourself, or through, on behalf of, or in conjunction with, any
person or entity, own, manage, operate, maintain, engage in, consult with or have any
interest in any Competitive Business (as defined below).

2. You promise that you will not, for a period of two years after the
expiration or termination of this Agreement, or after the expiration or termination of any
Interim Period (as applicable), regardless of the cause of termination, or within two years
of the sale or Transfer of the Business or any interest in you, either directly or indirectly,
for yourself, or through, on behalf of, or in conjunction with any person or entity, own,
manage, operate, maintain, engage in, advertise, promote in any media including social
media platforms, or consult with or have any interest in a Competitive Business (as
defined below) that is located:

a. In the Territory;
b. Within a 25-mile radius of the outer boundary of the Territory;
or
23
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C. Inside the territory of another MR. APPLIANCE Business, whether
franchised or owned by us or our affiliates.

For purposes of this Agreement, a “Competitive Business” is any business that
offers or sells any product or service or component thereof that (i) composes a part of our
System, (ii) is the same as or similar to any product or service then-offered by our
franchisees or (iii) otherwise competes directly or indirectly with our System.

3. You agree that the length of time in paragraph 3 above will be tolled for
any period during which you are in breach of the non-compete covenants or any other
period during which we seek to enforce this Agreement.

4. In addition, you agree that during the term of this Agreement and for one
year thereafter, you will not, without our prior written consent, directly or indirectly, for
yourself or on behalf of any other person divert, or attempt to divert, any business or
customer of the Business or any other MR. APPLIANCE Business away from the System.

5. The parties agree that each of the foregoing covenants in this Section 9.D
will be construed as independent of any other covenant or provision of this Agreement.
To the extent anyone successfully contests the validity or enforceability of any part of
this Section 9.D in its present form predicated upon the area of coverage, this provision
will not be deemed invalid or unenforceable, but will instead be deemed modified, so as
to be valid and enforceable, to provide coverage for the maximum scope that any court of
competent jurisdiction or arbitrator will deem reasonable and necessary to protect our
legitimate interests.

TRANSFER OF FRANCHISE
10. You agree that the following provisions govern any Transfer or proposed Transfer:
A. Transfers. We have entered into this Agreement with specific reliance upon your

financial qualifications, experience, skills and managerial qualifications as being essential to the
satisfactory operation of the Business. Consequently, neither your interest in this Agreement nor
in the Business may be directly or indirectly Transferred to or assumed by any other person or
entity (at times referred to as the “Assignee”), in whole or in part, unless (i) you have first
tendered to us the right of first refusal to acquire this Agreement in accordance with Section 10.F,
and we do not exercise such right; (ii) our prior written consent is obtained; (iii) the Transfer fee
provided for in Section 10.C is paid; and (iv) the Transfer conditions described in Section 10.D
are satisfied. Any direct or indirect sale (including installment sale), lease, pledge, management
agreement, contract for deed, option agreement, assignment, bequest, gift or otherwise, or any
arrangement pursuant to which you turn over all or part of the daily operation of the Business to a
person or entity who shares in the losses or profits of the Business (including merger,
combination, or reorganization or as a result of death, disability, divorce, insolvency, or
bankruptcy) in a manner other than as an employee will be considered a “Transfer” for purposes
of this Agreement. A Transfer also includes the following which triggers the Transfer conditions
set forth in this Section 10:

1. For purposes of this subsection 10.A, a transfer, pledge or seizure, or
change in control of any 20% direct or indirect ownership interest in you or in any
Principal Owner, whether accomplished in a single transaction or a series of related or
unrelated transactions; or
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2. Any change in the general partner of a franchisee that is a general,
limited or other partnership entity.

You may not place in any communication media or any form of advertising, any
information relating to the sale of the Business or the rights under this Agreement, without our
prior written consent.

B. Consent to Transfer. We will not unreasonably withhold our consent to a
Transfer; provided we determine that all of the conditions described in this Section 10 have been
satisfied. Application for our consent to a Transfer and tender of the right of first refusal
provided for in Section 10.F must be made by submission on our form of application for consent
to Transfer, which must be accompanied by the documents (including a copy of the proposed
purchase or other Transfer agreement) and other required information. The application must
indicate whether you or an owner will retain an interest in the property to be Transferred. No
interest may be retained or created without our prior written consent and only upon conditions
acceptable to us. Any agreement used in connection with a Transfer shall be subject to our prior
written approval, which approval will not be withheld unreasonably. You immediately must
notify us of any proposed Transfer and must submit promptly to us the application for consent to
Transfer. Any attempted Transfer by you without our prior written consent or otherwise not in
compliance with the terms of this Agreement will be void and will provide us with the right to
elect either to default and terminate this Agreement or to collect from you and the guarantors a
Transfer fee equal to two times the Transfer fee provided for in Section 10.C as damages.

C. Transfer Fee. You must pay to us a Transfer fee in the amount equal to the
greater of (i) 5% of the purchase price of the Business (or portion thereof) or other interest that is
being Transferred or (ii) $7,500. We will reduce the Transfer fee to $500 for a Transfer to an
immediate family member (i.e., a spouse or a child; for avoidance of doubt, a sibling is not
considered an immediate family member for this purpose). The Transfer fee is nonrefundable.
You will not be required to pay a Transfer fee if you are an individual and wish to Transfer this
Agreement to a newly formed legal entity wholly owned by you and established solely for
purposes of the convenience of ownership and the operation of the Business; provided that you
must become a guarantor of the Business as required under Section 6.A.

D. Conditions of Transfer. We condition our consent to any proposed Transfer,
whether to an individual, a corporation, a partnership or any other entity, upon the following:

1. Assignee Requirements. The Assignee must meet all of our then-current
requirements for our MR. APPLIANCE franchise program we are offering at the time of the
proposed transfer, sign our then-current form of franchise agreement, and its owners must
become guarantors of the Business as required under Section 6.A.

2. Payment of Amounts Owed. All amounts owed by you to us, or any of
our affiliates or your suppliers, or upon which we or our affiliates have any contingent
liability, must be paid in full.

3. Reports. You must have provided all required reports to us.
4, Guarantee. In the case of an installment sale for which we have

consented to you or any owner retaining an interest or other financial interest in this
Agreement or the Business, you or such owner, and the guarantors, are obligated to
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guarantee the performance under this Agreement until the final close of the installment
sale or the termination of such interest, as the case may be.

5. Assumption of Obligations. The Assignee must assume and agree to be
bound by all of your Customer obligations, including all warranty work and service plans
obligations.

6. General Release. You and each guarantor must sign a general release of
all claims arising out of or relating to this Agreement, your Business or the parties’
business relationship, in the form we designate, releasing us and our affiliates.

7. Training. The assignee must, at your or assignee’s expense, comply with
our training requirements.

8. Financial Reports and Data. We have the right to require you to prepare
and furnish to assignee and/or us such financial reports and other data relating to the
Business and its operations as we deem reasonably necessary or appropriate for assignee
and/or us to evaluate the Business and the proposed Transfer. You agree that we have the
right to confer with proposed assignees and furnish them with information concerning the
Business and proposed Transfer without being held liable to you, except for intentional
misstatements made to an assignee. Any information furnished by us to proposed
assignees is for the sole purpose of permitting the assignees to evaluate the Business and
proposed Transfer and must not be construed in any manner or form whatsoever as
earnings claims or claims of success or failure.

9. Other Conditions. You must have complied with any other conditions
that we reasonably require from time to time as part of our Transfer policies. You
acknowledge and agree that following any Transfer hereunder, you and your owners will
continue to be subject to the noncompetition covenant under Section 9.D.2.

E. Involuntary Transfers.

1. Death, Disability or Incapacity. You will promptly notify us in the event
of a death, disability or incapacity of Franchisee (or, if Franchisee is a legal entity, of
Franchisee’s Principal Owner). In such an event if the decedent’s or disabled or
incapacitated person’s heir or successor-in-interest wishes to continue as the Franchisee
or the Principal Owner of the Franchisee entity, such person or entity must tender the
right of first refusal provided for in Section 10.F, apply for our consent under Section
10.B, pay the applicable Transfer fee under Section 10.C, and satisfy the Transfer
conditions under Section 10.D, as in any other case of a proposed Transfer, all within 120
days of the death or event of disability or incapacity. During any transition period to an
heir or successor-in-interest, the Business still must be operated in accordance with the
terms and conditions of this Agreement. If the assignee of the decedent, disabled, or
incapacitated person is the spouse or child of such person, no Transfer fee will be payable
to us and we will not have a right of first refusal as set forth in Section 10.F.

2. Insolvency or Bankruptcy. In the event of your insolvency or the filing
of any petition by or against you under any provisions of any bankruptcy or insolvency
law, if your legal representative, successor, receiver or trustee desires to succeed to your
interest in this Agreement or the business conducted hereunder, such person first must
notify us, tender the right of first refusal provided for in subsection 10.F, and if we do not
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exercise such right, must apply for and obtain our consent to the Transfer, pay the
Transfer fee provided for in the subsection 10.C, and satisfy the Transfer conditions
described in subsection 10.D. In addition, you or the Assignee must pay the attorneys’
fees and costs that we incur in any bankruptcy or insolvency proceeding pertaining to
you.

3. Divorce. You will promptly notify us of any divorce proceedings that
may result in a Transfer and tender the right of first refusal provided for in subsection
10.F. If we do not exercise such right, you must apply for and obtain our consent to the
Transfer, pay the Transfer fee provided for in subsection 10.C, and satisfy the Transfer
conditions described in subsection 10.D.

F. Right of First Refusal. If you propose to Transfer this Agreement or your interest
herein or in the Business, in whole or in part, to any third party, as contemplated by Section 10.A,
you first must deliver a statement to us offering to sell to us your interest in this Agreement and
the land, building, equipment, furniture and fixtures and any other assets or leasehold interests
used in the operation of the business (subject to this Section 10). If the proposed Transfer
involves an offer from a third party, then you must obtain from the third-party offeror and deliver
to us a statement, in writing, signed by the offeror and by you, of the binding terms of the offer.

If the Transfer does not involve an offer from a third party, then the purchase price for
our purchase of assets described above will be established by a qualified appraiser selected by the
parties. The price determined by the appraiser(s) will be the reasonable fair market value of the assets
based on their continuing use in, as, and for the operation of a Business and the appraiser will
designate a price for each category of asset (e.g., land, building, equipment, fixtures, etc.), but shall
not include the value of any goodwill of the business, as the goodwill of the business is attributable to
the Marks and the System. If the parties cannot agree upon the selection of such an appraiser, a Judge
of the United States District Court for the District in which the Franchise Location is located will
appoint one upon petition of either party. You or your legal representative must deliver to us a
statement in writing incorporating the appraiser’s report and all other information we have requested.
We and you will each pay one-half of the appraiser’s fees and expenses.

We then have 10 days from our receipt of the statement setting forth the third-party offer
or the appraiser’s report, as applicable (and all other information requested by us) to accept the
offer by delivering written notice of acceptance to you. We will have an additional 45 days to
complete the purchase if we elect to exercise our right of first refusal. Our acceptance of any
right of first refusal will be on the same price and terms set forth in the statement delivered to us;
provided, however (and regardless of whether the following are inconsistent with the price and
terms set forth in the statement) (1) we have the right to substitute equivalent cash for any
noncash consideration included in the offer, (2) we will prepare the transaction documents for the
Transfer, which will be on terms customary for this type of transaction (including representations
and warranties, covenants, conditions, and indemnification), and (3) our purchase may be limited
to any assets related to the Business.

If we fail to accept the offer within the 10-day period, you will be free for 60 days after
such period to effect the disposition described in the statement delivered to us provided such
Transfer is in accordance with this Section 10, including obtaining our consent under Section
10.B. You may effect no other sale or assignment of you, this Agreement or the Business without
first offering the same to us in accordance with this Section 10.F.
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G. Transfer by Us. We have the right to sell or assign, in whole or in part, our
interest in this Agreement without prior notice to you and without your consent.

DISPUTE RESOLUTION
11. The following provisions apply with respect to dispute resolution:
A. Mediation. Before any party may bring an action in court or against the other, or

commence an arbitration proceeding (except as noted in Section 11.B below), the parties must
first meet to mediate the dispute. The mediation will be held in McLennan County, Texas. Any
such mediation shall be non-binding and shall be conducted by the American Arbitration
Association (the “AAA”) in accordance with its then-current rules for mediation of commercial
disputes unless the parties agree otherwise in writing. The mediator will be appointed in
accordance with the rules and regulations of the AAA unless the parties agree on a mediator in
writing within 10 days after either party gives written notice of mediation. The mediation hearing
will be held within 20 days after the mediator has been appointed. Each party will bear its own
costs and expenses for the mediation and will be responsible to pay 50% of the mediator’s costs
and expenses.

B. Exceptions to Mediation. Notwithstanding Section 11.A or any other provision
of this Agreement, the parties agree that the following claims will not be subject to mediation and
may be brought in any court of competent jurisdiction, subject to Sections 14.G.1 and 14.H:

1. any action for temporary, preliminary or permanent injunctive relief, ex
parte seizure, specific performance, writ of attachment, or other equitable relief necessary
to enjoin any harm or threat of harm to such party’s tangible or intangible property,
including trademarks, service marks and other Intellectual Property, confidential and/or
trade secret information, or noncompetition covenants. You specifically acknowledge
that your breach or threatened breach of any of your obligations under this Agreement,
including but not limited to Sections 3 (Trademark Standards and Requirements), 5.C
(Authorized Services and Products), 5.E (Computer System; Call Center Program), 5.F.
(Customer Information), 5.H (Confidential Information), 5.K (Participation in Internet
Websites), 9.D (Noncompetition Covenants), 10.A (Transfers), or 13.A (Reversion of
Rights; Discontinuation of Trademark Use), will cause irreparable harm to our tangible
and/or intangible property and goodwill. You understand that irreparable harm is an
injury for which monetary damages are not an adequate remedy. Therefore, upon any
such breach or threatened breach by you, in addition to any other rights or remedies that
may be available to us at law, equity or otherwise, you acknowledge that we will be
entitled to equitable relief, including an injunction, restraining order or specific
performance, without any requirement to prove irreparable harm. In addition, you hereby
waive any right to request that a bond be issued as security (except for a nominal bond
not to exceed $100);

2. any action in ejectment or for possession of any interest in real or
personal property; and

3. any action related solely to the collection of moneys owed to us or our
affiliates under this Agreement (including, without limitation License Fees, MAP Fees,
and Minimum License Fees), or any other agreement related to the franchise granted
under this Agreement, including, without limitation, any promissory note or a guarantee
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executed hereunder. “Moneys owed” also includes attorneys’ fees incurred in the
collection of moneys owed, including through the judicial process.

C. Litigation. Except as provided in Section 11.D., any dispute between you and us
or any of our or your affiliates, including without limitation, your owners and guarantors, arising
under, out of, in connection with or in relation to this Agreement, the parties’ relationship, or your
Business (collectively, “Dispute”) not resolved through mediation under Section 11.A must be
submitted to litigation pursuant to Section 14.H.

D. Arbitration. If a court of competent jurisdiction determines that Section 14.1
(Jury Waiver) and/or Section 14.]J (No Class or Consolidated Actions) is invalid or unenforceable
with respect to the Dispute, then and only then, notwithstanding any other provision of this
Agreement to the contrary, the Dispute must be submitted to binding arbitration under the
authority of the Federal Arbitration Act and must be determined by arbitration administered by
the AAA pursuant to its then-current commercial arbitration rules and procedures. The
arbitration must take place in McLennan County, Texas. The arbitration must be conducted by a
single arbitrator. The arbitrator must follow the law and not disregard the terms of this
Agreement. The arbitrator must have at least five years of significant experience in franchise
law. The court shall decide the gateway issue of arbitrability. Any arbitration must be on an
individual basis and the parties and the arbitrator will have no authority or power to proceed with
any claim as a class action or otherwise to join or consolidate any claim with any other claim or
any other proceeding involving third parties. If this limitation on joinder of or class action
certification of claims within arbitration is held to be unenforceable, then this entire commitment
to arbitrate shall become null and void and the parties shall submit all claims to the jurisdiction of
the courts. A judgment may be entered upon the arbitration award in any court of competent
jurisdiction. The decision of the arbitrator will be final and binding on all parties to the dispute;
however, the arbitrator may not under any circumstances: (1) stay the effectiveness of any
pending termination of this Agreement; (2) except as provided in Section 14.K, assess punitive or
exemplary damages; or (3) make any award which extends, modifies or suspends any lawful term
of this Agreement or any reasonable standard of business performance that we set. Each party
will bear its own costs and expenses for the arbitration and will be responsible to pay 50% of the
arbitrator’s fees and costs (including arbitrator’s and AAA’s fees and costs); provided that the
prevailing party will be entitled to reimbursement of its fees and costs under Section 11.E.

E. Attorneys’ Fees. The prevailing party in any action or proceeding arising under,
out of, in connection with, or in relation to this Agreement, the parties’ relationship or the
Business will be entitled to recover its reasonable attorneys’ fees and costs (including arbitrator’s
and AAA’s fees and costs).

DEFAULT AND TERMINATION

12. The following provisions apply with respect to default and termination:

A. Defaults. You are in default if we determine that you or any guarantor has
breached any of the terms of this Agreement or any other agreement between you and us or our
affiliates, which without limiting the generality of the foregoing includes (i) making any false
report to us; (ii) intentionally understating or underreporting or failing to pay when due any
amounts required to be paid to us or any of our affiliates; (iii) conviction of you or a guarantor of
(or pleading no contest to) any misdemeanor that brings or tends to bring any of the Marks into
disrepute or impairs or tends to impair your reputation or the goodwill of any of the Marks or the
Business or any felony; (iv) filing of tax or other liens that may affect this Agreement; or (v) the
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filing of voluntary or involuntary bankruptcy by or against you or any guarantor, insolvency,
making an assignment for the benefit of creditors or any similar voluntary or involuntary
arrangement for the disposition of assets for the benefit of creditors.

B. Termination by Us. We have the right to terminate this Agreement in accordance

with the following provisions:

1. Termination After Opportunity to Cure. Except as otherwise provided in
this Section 12.B: (i) you will have 30 days from the date of our issuance of a written
notice of default to cure any default under this Agreement, other than a failure to pay
amounts due or submit required reports, in which case you will have 10 days to cure
those defaults; (i) your failure to cure a default within the 30-day or 10-day period will
provide us with good cause to terminate this Agreement; (iii) the termination will be
accomplished by mailing or delivering to you written notice of termination that will
identify the grounds for the termination; and (iv) the termination will be effective
immediately upon our issuance of the written notice of termination.

2. Immediate Termination With No Opportunity to Cure. If any of the
following defaults occur, you will have no right to cure the default and this Agreement

will terminate effective immediately on our issuance of written notice of termination: (i)
any material misrepresentation or omission in your franchise application or other reports
or information provided to us; (ii) your voluntary abandonment of this Agreement (which
includes your failure to operate the Business for seven or more consecutive days); (iii) the
closing of the Business by any state or local authorities for public safety reasons; (iv)
your registration of any domain name containing our Marks; (v) any unauthorized use of
the Confidential Information; (vi) insolvency of you or guarantor, you or a guarantor
making an assignment or entering into any similar arrangement for the benefit of
creditors; (vii) conviction of you or any guarantor of (or pleading no contest to) any
misdemeanor that brings or tends to bring any of the Marks into disrepute or impairs or
tends to impair your reputation or the goodwill of the Marks or the Business or any
felony; (viii) intentionally understating or underreporting Gross Sales, License Fees or
MAP Fees or any understatement or 2% variance on a subsequent audit within a 2-year
period; (ix) a violation of the non-competition covenant under Section 9.D and/or
Schedule F; (x) any actual or attempted unauthorized Transfer in violation of Section 10;
(xi) a final judgment against you in our or our affiliates’ favor is issued by a court or an
arbitrator of competent jurisdiction; or (xii) any default by you that is the second default
of any type within any 12-month consecutive period even if the default(s) were cured.

3. Immediate Termination After No More than 24 Hours to Cure. If a
default under this Agreement occurs that materially impairs the goodwill associated with
any of the Marks, violates any health or safety law or regulation, violates any System
standard as to cleanliness, health and safety, or if the operation of your Business presents
a health or safety hazard to the public or to customers or employees: (i) you will have no
more than 24 hours after we provide written notice of the default to cure the default; and
(ii) if the default is not timely cured, this Agreement will terminate effective immediately
on our issuance of written notice of termination.

4. Effect of Other Laws. The provisions of any valid, applicable law or
regulation prescribing permissible grounds, cure rights or minimum periods of notice for
termination of this franchise supersede any provision of this Agreement that is less
favorable to you.
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C. Termination by You. You may terminate this Agreement as a result of a breach
by us of a material provision of this Agreement; provided that: (i) you provide us with written
notice of the breach that identifies the grounds for the breach; and (ii) we fail to cure the breach
within 30 days after our receipt of the written notice. If we fail to cure the breach, the termination
will be effective 60 days after our receipt of your written notice of breach. Your termination of
this Agreement under this Section will not release or modify your post-term obligations under
Section 13 of this Agreement.

POST-TERM OBLIGATIONS

13. Upon the expiration or termination of this Agreement, or the expiration or termination of
any Interim Period:

A. Reversion of Rights; Discontinuation of Trademark Use and Use of Intellectual
Property. All of your rights to the use of the Marks and Intellectual Property all other rights and
licenses granted herein and the right and license to conduct business under the Marks will revert
to us immediately upon expiration or termination of this Agreement without further act or deed of
any party. All of your right, title and interest in, to and under this Agreement will become our
property. Upon our demand, you must assign to us or our assignee your remaining interest in any
lease then in effect for the Business (although we will not assume any past due obligations).

You must immediately comply with the post-term noncompetition obligations under
Section 9.D, cease all use and display of the Marks, all other Intellectual Property associated with
the System and of any proprietary material (including the Operations Manual) and of all or any
portion of promotional materials furnished or approved by us, assign and transfer all right, title
and interest in the telephone numbers, domain names, and social media or digital marketing
accounts used at any time for the Business and cancel or assign, at our option, any assumed name
rights or equivalent registrations filed with authorities. You are solely responsible for removing
and ceasing use of the Marks on any social media or digital marketing accounts that you setup for
the Business and providing us with written confirmation of the same. You must immediately pay
all sums due to us, our affiliates or designees and to third parties, such debts being accelerated
automatically without further notice to you. You must immediately deliver to us, at your
expense, all copies of the Operations Manual, Customer lists and ongoing Customer contracts
then in your possession or control or previously disseminated to your employees and continue to
comply with the confidentiality provisions of Section 5.H. You must promptly, at your expense,
remove or obliterate all MR. APPLIANCE Business signage, displays or other materials in your
possession that bear any of the Marks or names or material confusingly similar to the Marks,
including all such signage and displays on any vehicles, and so alter the appearance of the
Business premises as to differentiate the Business unmistakably from duly licensed MR.
APPLIANCE Businesses identified by the Marks and you must provide us with written
confirmation of the same. You must cease any and all advertising and use of any identifying
materials generated during the term of the franchise, including, but not limited to, terminating all
business listings in electronic and print format, cancelation of all websites, domain names, social
media accounts, and telephone numbers (if not assigned to us) used at any time in connection
with the Business. If you fail to immediately de-identify your Business, you must pay all
expenses we incur to de-identify your Business.

Upon expiration or termination of this Agreement (or the expiration or termination of any
Interim Period), any continued use of the Marks by you or the Business or use of any other
Intellectual Property associated with the System: (i) will constitute willful and knowing
infringement, dilution of our trademark rights and unfair competition; (ii) will constitute the false
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designation of origin, source, or sponsorship and false or misleading descriptions and
representations in violation of Section 43 of the Lanham Act, 15 U.S.C. § 1125(a), and (iii) may
constitute trafficking in a counterfeit mark, among other causes of action.

In the event of expiration or termination of this Agreement (or the expiration or
termination of any Interim Period), you will remain liable for your obligations pursuant to this
Agreement or any other agreement between you and us or our affiliates that expressly or by their
nature survive the expiration or termination of this Agreement, including your indemnification
obligations under Section 9.B.

B. Claims. You and your owners and guarantors may not assert any claim or cause
of action against us or our affiliates arising out of or relating to this Agreement or your Business
after the shortest period of (i) the applicable statute of limitations, (ii) two years and one day
following the effective date of expiration or earlier termination of this Agreement or (iii) two
years and one day from the accrual of any such claim or cause of action; provided that where the
two-year-and-one-day limitation of time in clause (ii) or clause (iii) is prohibited or invalid by or
under any applicable law, then and in that event only, no suit or action may be commenced or
maintained unless commenced within the applicable statute of limitations.

GENERAL PROVISIONS

14. The parties agree to the following provisions:

A. Severability. Should one or more clauses of this Agreement be held void or
unenforceable for any reason by any court of competent jurisdiction, such clause or clauses will
be deemed to be separable in such jurisdiction and the remainder of this Agreement is valid and
in full force and effect and the terms of this Agreement must be equitably adjusted so as to
compensate the appropriate party for any consideration lost because of the elimination of such
clause or clauses. It is the intent and expectation of each party that each provision of this
Agreement will be honored, carried out and enforced as written. Consequently, each party agrees
that any provision of this Agreement sought to be enforced in any proceeding must, at the
election of the party seeking enforcement and notwithstanding the availability of an adequate
remedy at law, be enforced by specific performance or any other equitable remedy.

B. Waiver/Integration/Amendments. No waiver by us of any breach by you, nor
any delay or failure by us to enforce any provision of this Agreement, may be deemed to be a
waiver of any other or subsequent breach or be deemed a bar or an estoppel to enforce our rights
with respect to that or any other or subsequent breach. Subject to our rights to modify the
Operations Manual and/or standards and as otherwise provided herein, this Agreement may not
be waived, altered or rescinded, in whole or in part, except by a writing signed by you and us.
This Agreement together with the addenda and appendices hereto constitutes the entire agreement
between the parties concerning the franchise for the Business and supersedes any and all prior
negotiations, understandings, representations, and agreements. Nothing in this or in any related
agreement, however, is intended to disclaim the representations we made in the Disclosure
Document we furnished to you. You must pay us our then-current processing fee (currently $300)
if we make any modifications to this Agreement upon your request.

C. Notices. Except as otherwise provided in this Agreement, any notice, demand or
communication provided for herein must be in writing and signed by the party serving the same
and either delivered personally, in electronic form via email to an authorized email address or

32
MR. APPLIANCE 2024 Franchise Agreement
US.361913510.04



deposited in the United States mail, service or postage prepaid, and if such notice is a notice of
default or of termination, by a reputable overnight service, and addressed as follows:

1. If intended for us, addressed to Mr. Appliance SPV LLC, 1010 North
University Parks Drive, Waco, Texas 76707: Attn: President with a copy to the General
Counsel at the same address;

2. If intended for you, addressed to you at the address set forth on the Data
Sheet; or,

in either case, to such other address as may have been designated by notice to the other
party. Notices for purposes of this Agreement will be deemed to have been received if
mailed or delivered as provided in this Section.

D. Authority. Any modification, consent, approval, authorization or waiver granted
hereunder required to be effective by signature will be valid only if in writing executed by you or,
if on behalf of us, in writing executed by our President or one of our authorized Vice Presidents
or other authorized officer.

E. References. If the franchisee is two or more individuals, the individuals are
jointly and severally liable hereunder, and references to you in this Agreement include all of the
individuals. Headings and captions contained herein are for convenience of reference and may
not be taken into account in construing or interpreting this Agreement.

F. Successors/Assigns. Subject to the terms of Section 10 hereof, this Agreement is
binding upon and inures to the benefit of the administrators, executors, heirs, successors and
permitted assigns of the parties.

G. Interpretation of Rights and Obligations. The following provisions apply to and
govern the interpretation of this Agreement, the parties’ rights under this Agreement, and the
relationship between the parties:

1. Applicable Law and Waiver. The parties agree that the execution of this
Agreement and the acceptance of its terms occurred in the state of Texas. The parties
further agree that the performance of material obligations arising under the Agreement,
including but not limited to, your payment of monies due hereunder and the satisfaction
of certain of our training requirements, shall occur in the state of Texas. Accordingly,
subject to our rights under federal trademark laws and the parties’ rights under the
Federal Arbitration Act in accordance with Section 11, this Agreement, the parties’ rights
under this Agreement, and the relationship between the parties under this Agreement are
governed by, and will be interpreted in accordance with, the laws (statutory and
otherwise) of the state of Texas (excluding any conflicts of laws principles).

2. Our Rights. Whenever this Agreement provides that we have a certain
right, that right is absolute and the parties intend that our exercise of that right will not be
subject to any limitation or review. We have the right to operate, administrate, develop,
and change the System in any manner that is not specifically precluded by the provisions
of this Agreement, although this right does not modify the requirements of Section
5.A(i1) and other express limitations set forth in this Agreement.
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3. Our Reasonable Business Judgment. Whenever we reserve discretion in
a particular area or where we agree to exercise our rights reasonably or in good faith, we
will satisfy our obligations whenever we exercise “Reasonable Business Judgment” (as
defined below) in making our decision or exercising our rights. Our decisions or actions
will be deemed to be the result of “Reasonable Business Judgment,” even if other
reasonable or even arguably preferable alternatives are available, if our decision or action
is intended, in whole or significant part, to promote or benefit the System generally even
if the decision or action also promotes our financial or other individual interest.
Examples of items that will promote or benefit the System include, without limitation,
enhancing the value of the Marks, improving customer service and satisfaction,
improving product quality, improving uniformity, enhancing or encouraging
modernization and improving the competitive position of the System.

H. Venue. Any dispute between you and us or any of our or your affiliates,
including without limitation, your owners and guarantors, arising under, out of, in connection
with or in relation to this Agreement, the parties’ relationship, or your Business, including
disputes not resolved through mediation, must be brought in the state or federal district court
located in McLennan County, Texas. Both parties hereto irrevocably submit themselves to, and
consent to, the jurisdiction of said courts and specifically waive any objection to the jurisdiction
and venue of such courts. The parties specifically waive the right to remove any action brought in
the state court of McLennan County, Texas to a federal district court. The provisions of this
Section will survive the termination of this Agreement. The parties are aware of and
acknowledge the business purposes and needs underlying the language of this Section, and with a
complete understanding thereof, agree to be bound in the manner set forth.

L Jury Waiver. ALL PARTIES HEREBY WAIVE ANY AND ALL RIGHTS
TO A TRIAL BY JURY IN CONNECTION WITH THE ENFORCEMENT OR
INTERPRETATION BY JUDICIAL PROCESS OF ANY PROVISION OF THIS
AGREEMENT, AND IN CONNECTION WITH ALLEGATIONS OF STATE OR
FEDERAL STATUTORY VIOLATIONS, FRAUD, MISREPRESENTATION OR
SIMILAR CAUSES OF ACTION OR ANY LEGAL ACTION INITIATED FOR THE
RECOVERY OF DAMAGES FOR BREACH OF THIS AGREEMENT AND CLAIMS
ARISING OUT OF THE PARTIES’ RELATIONSHIP.

. No Class or Consolidated Actions. ALL CLAIMS, CONTROVERSIES AND
DISPUTES MAY ONLY BE BROUGHT BY THE FRANCHISEE ON AN INDIVIDUAL
BASIS AND MAY NOT BE COMBINED OR CONSOLIDATED WITH ANY CLAIM,
CONTROVERSY OR DISPUTE FOR OR ON BEHALF OF ANY OTHER FRANCHISEE
OR BE PURSUED AS PART OF A CLASS ACTION.

K. Waiver of Punitive and Consequential Damages. Except with respect to
indemnification obligations hereunder with respect to third party claims and except for damages
under the Lanham Act, you and us and our affiliates agree to waive, to the fullest extent permitted
by law, the right to or claim for any consequential, indirect, special, punitive or exemplary
damages against the other and agree that in the event of any dispute between them, each will be
limited to the recovery of actual damages sustained. Notwithstanding anything herein to the
contrary, each party waives, to the fullest extent permitted by law, the right to or claim for any
punitive or exemplary damages against the other.

L. WAIVER OF CONSUMER RIGHTS. YOU WAIVE ANY RIGHTS YOU
MAY HAVE UNDER THE TEXAS DECEPTIVE TRADE PRACTICES CONSUMER
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PROTECTION ACT, SECTION 17.41, ET SEQ., BUSINESS AND COMMERCE CODE, AND
UNDER ANY OTHER SIMILAR LAW OF TEXAS OR ANY OTHER JURISDICTION THAT
GIVES CONSUMERS SPECIAL RIGHTS AND PROTECTIONS. AFTER AN ADEQUATE
OPPORTUNITY TO REVIEW THIS PROVISION INCLUDING THE OPPORTUNITY
TO CONSULT WITH AN ATTORNEY OF YOUR OWN SELECTION, YOU
VOLUNTARILY CONSENT TO THIS WAIVER.

M. Relationship of the Parties. You and we are independent contractors. Neither
party is the agent, legal representative, partner, subsidiary, joint venturer or employee of the
other. Neither party may obligate the other or represent any right to do so. This Agreement does
not reflect or create a fiduciary relationship or a relationship of special trust or confidence.

N. Construction. The parties mutually agree that any ambiguities in this Agreement
shall not be construed or interpreted more strictly against the drafting party.

0. Force Majeure. A party’s failure of performance of this Agreement according to
its terms will not be deemed a breach of this Agreement to the extent such failure was caused by
events beyond a party’s control and which could not be avoided by the exercise of due care
including, but not limited to terrorism, strikes (except those caused by employees or agents), war,
riots, civil disorder, and acts of government except as may be specifically provided for elsewhere
in this Agreement. Nothing in this provision shall excuse a party from any obligations, or deprive
any party of rights, that survive termination of this Agreement, including but not limited to those
obligations and rights set forth in Sections 9.B and 9.D.

P. Adaptations and Variances. You acknowledge that complete and detailed
uniformity under many varying conditions may not always be possible, practical, or in the best
interest of the System. Accordingly, we have the right to vary the standards, specifications, and
requirements for any franchised business based on conditions we deem important to the operation
of such business and/or the System, as more particularly set forth in the Operations Manual. We
are not required to grant you a like or other variation. You acknowledge that the obligations and
rights of the parties to other agreements may differ materially from your rights and obligations
under this Agreement.

Q. Notice of Potential Profit. You acknowledge that we and/or our affiliates may
from time to time make a profit on our sales of goods or services to you for use in your Business.
Further, we and/or our affiliates may from time to time receive rebates and/or other consideration
from suppliers and/or manufacturers in respect of sales of goods or services to you or in
consideration of services rendered or rights licensed to such persons. You agree that we and/or
our affiliates are entitled to said rebates, profits and/or consideration and we may use same as we
deem appropriate.

R. Anti-Terrorism Provision. You and each of your owners represent and warrant to
us that: (i) neither you nor any owner is named, either directly or by an alias, pseudonym or
nickname, on the lists of “Specially Designated Nationals” or “Blocked Persons” maintained by
the U.S. Treasury Department’s Office of Foreign Assets Control currently located at
www.treas.gov/offices/ enforcement/ofac/; (ii) you and each owner will take no action that would
constitute a violation of any applicable laws against corrupt business practices, against money
laundering and against facilitating or supporting persons or entities who conspire to commit acts
of terror against any person or entity, including as prohibited by the U.S. Patriot Act (currently
located at www.epic.org/privacy/ terrorism/hr3162.html), U.S. Executive Order 13244 (currently
located at www.treas.gov/offices/enforcement/ofac/sanctions/terrorism.html) or any similar laws;
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and (iii) you and each Owner shall immediately notify us in writing of the occurrence of any
event or the development of any circumstance that might render any of the foregoing
representations and warranties false, inaccurate or misleading.

S. Franchisor’s Affiliates. You agree that except for any affiliate that guarantees our
performance hereunder pursuant to a guarantee included in our Franchise Disclosure Document
no other past, present or future director, officer, employee, incorporator, member, partner,
stockholder, subsidiary, affiliate, controlling party, entity under common control, ownership or
management, vendor, service provider, agent, attorney or representative of Mr. Appliance SPV
LLC will have any liability for: (i) any obligations or liabilities of Mr. Appliance SPV LLC
relating to or arising from this Agreement; (ii) any claim against Mr. Appliance SPV LLC based
on, in respect of, or by reason of the relationship between you and Mr. Appliance SPV LLC; or
(ii1) any claim against Mr. Appliance SPV LLC based on any alleged unlawful act or omission of
Mr. Appliance SPV LLC.

EACH PERSON SIGNING THIS AGREEMENT REPRESENTS AND WARRANTS THAT HE OR
SHE IS AUTHORIZED TO BIND THE RESPECTIVE PARTY TO THIS AGREEMENT. THIS
AGREEMENT IS NOT BINDING OR ENFORCEABLE UNTIL WE SIGN IT.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties have executed this Franchise Agreement as of the dates written
below.

FRANCHISEE:

, individually

Date

FRANCHISOR:

MR. APPLIANCE SPV LLC
A Delaware Limited Liability Company

BY:

Glenn Lewis, Jr., President

Date
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Schedule A to the Franchise Agreement

Data Sheet
1. Franchisee:
Email:
Telephone:
Cell Phone:
2. Owners. You represent and warrant to us that the following persons are the only owners of
Franchisee:
Name Home Address Percentage of Principal

Ownership Owner (Y/N)

The foregoing Principal Owners will be devoting their full time to the Business with
being identified as the Managing Principal Owner. The Managing Principal Owner is a Principal Owner
for all purposes under this Agreement, except that the Managing Principal Owner shall have primary
responsibility for the management of the Business and shall have the authority to make all decisions on
behalf of the Franchisee and the Managing Principal Owner’s decisions will bind the Franchisee.

Within 10 days from the date of any and every change in the identity and/or ownership holdings of any
owner of Franchisee (any such change being subject to the limitations and requirements of this
Agreement, including Section 10) or a change in the identity of the Managing Principal Owner you must
update this Data Sheet accordingly and provide us a copy of the updated Data Sheet.

3. Territory.
4. Initial Franchise Fee: $ !
(a) Small Roll-In: No Discount

! Initial Franchise Fee equal to $63,750 for Territory with population equal to 150,000, plus $425 for each additional
1,000 increase in population over 150,000, minus applicable discounts.
1
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*The applicable License Fee rate is determined weekly based on your Gross Sales in the Territory for the
previous week, as follows:

If your Gross Sales Per-Capita** in the Territory for a calendar week are less than $0.034, the
License Fee rate for the following calendar week will be 7% on all Gross Sales (including Gross
Sales from TAFS).

If your Gross Sales Per-Capita** in the Territory for a calendar week are between $0.034 and
$0.044, the License Fee rate for the following calendar week will be 6% on all Gross Sales
(including Gross Sales from TAFS).

If your Gross Sales Per-Capita** in the Territory for a calendar week are equal to or greater than
$0.044, the License Fee rate for the following calendar week will be 5% on all Gross Sales
(including Gross Sales from TAFS).

**“Gross Sales Per-Capita” means, with respect to a calendar week, the Gross Sales in the Territory for

(b)

License Fees: the greater of (a) the applicable License Fee set forth in the first table below (as a
percentage of Gross Sales arising from the applicable services/products) and (b) the applicable
Minimum License Fee (if any) set forth in the second table below. The references to weeks in
the below tables are calculated from the Effective Date.

Medium Roll-in and Large Roll-in: The above listed Initial Franchise Fee
reflects a discount of 5% for each $125,000 of annual gross sales which Franchisee has attained
in the Existing Business and has hereby rolled into the Business (pursuant to the Roll-In
Addendum attached hereto as Schedule H), up to a maximum discount of fifty percent (50%).

License Fees

Type Fee Week 1-26 Week 27-78 Week 79-208 | Week 209 -
End
Standard 5% -7 %* 5% -7 %* 5% -7 %* 5% -7 %*
Small Roll-in 3% 3% 5% -7 %* 5% -7 %*
Medium Roll-in | 3% 3% 5% -7 %* 5% -7 %*
Large Roll-in 2%:% 2% 5% - 7%* 5% -7 %*

such calendar week, divided by the population in your Territory.

For avoidance of doubt, all Gross Sales generated by the Business in servicing Customers in TAFS or
pursuant to the Preferred Lead Program or any Key Accounts program shall be subject to the “standard”

License Fees.

For purposes of calculating the Gross Sales Per-Capita during the term of the Agreement, the population

in your Territory is [insert population of Territory).

Example License Fee for a Territory Population equal to 100,000:
Weekly Gross Sales
$0 - $3,399.99

$3,400.00 - 4,399.99
$4,400.00 and Above

License Fee

7%
6%
5%
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Example License Fee for a Territory Population equal to 250,000:

Weekly Gross Sales
$0 - $8,499.99

$8,500.00 - $10,999.99

$11,000.00 and Above

License Fee
7%
6%
5%

Example License Fee for a Territory Population equal to 750,000:

Weekly Gross Sales License Fee
$0 - $25,499.99 7%
$25,500.00 - $32,999.99 6%
$33,000 and Above 5%
Minimum License Fees
Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 - End
Standard N/A $100 -$600* $100 -$800* $100 -$1,400*
Small Roll-in 3% of Roll-In Greater of 3% of | Greater of 3% of | Greater of 3% of
Services Average | Roll-In Services Roll-In Services Roll-In Services
Weekly Gross Average Weekly | Average Weekly | Average Weekly
Sales** Gross Sales** or | Gross Sales** or | Gross Sales** or
$100-$600* $100-$800* $100-$1,400%*

Medium Roll-in

3% of Roll-In
Services Average

Greater of 3% of
Roll-In Services

Greater of 3% of
Roll-In Services

Greater of 3% of
Roll-In Services

Weekly Gross Average Weekly | Average Weekly | Average Weekly
Sales** Gross Sales** or | Gross Sales** or | Gross Sales** or
$100-$600* $100-$800* $100-$1,400%*
Large Roll-in 2%:% of Roll-In Greater of 212% of | Greater of 2142% of | Greater of 212% of
Services Average | Roll-In Services Roll-In Services Roll-In Services
Weekly Gross Average Weekly | Average Weekly | Average Weekly
Sales** Gross Sales** or | Gross Sales** or | Gross Sales** or
$100-$600* $100-$800* $100-$1,400%*

*The Minimum License Fee of $100 to $1,400 is determined based on the population in your

Territory, as follows:

Minimum License Fee Calculation Based on Territory Population

Territory Population Week 40 — 78 Week 79 — 208 Week 209+
(Appx. 9 — 18 Months) | (Appx. 19 — 48 Months) | (Appx. 49 Months +)
0 - 100,000 $100 $100 $100
100,001 — 350,000 $100 $150 $200
350,001 — 500,000* $200 $250 $300
500,001 - 1,000,000* $300 $400 $500
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Minimum License Fee Calculation Based on Territory Population

Territory Population Week 40 — 78 Week 79 — 208 Week 209+

(Appx. 9 — 18 Months) | (Appx. 19 — 48 Months) | (Appx. 49 Months +)
1,000,001 - 2,000,000* | $400 $600 $800
2,000,001 and Above* | $600 $800 $1,400

*Not applicable to new franchisees.

**The Roll-In Services Average Weekly Gross Sales (insert from Section 2(b) of the Roll-In
Addendum): $ . The Minimum Licensee Fees for Roll-In Services will
begin to apply on [insert start date].

If you currently perform services for commercial businesses or delivery/installation work and/or have
sales of new or used appliances, you may elect, if we consent, in our sole discretion, to exclude that work
from your franchise by executing the Excluded Service Addendum attached hereto. If so, the services to
be excluded must be specifically listed as Excluded Services performed by your Existing Business under
the Excluded Services Addendum. If you do not currently perform these services or sales in an existing
business but elect to start offering those services in the future, you will not have the option of excluding
those services from the franchise.

6. MAP Fee: the greater of (a) the applicable MAP Fee set forth in the first table below (as a
percentage of Gross Sales arising from the applicable services/products) and (b) the applicable
Minimum MAP Fee (if any) set forth in the second table below. The references to weeks in the
below tables are calculated from the Effective Date.

MAP Fees

Type Fee Week 1 -26 Week 27-78 Week 79-208 Week 209 — End

Standard 2% 2% 2% 2%

Small Roll-in 1% 1% 2% 2%

Medium Roll-in 1% 1% 2% 2%

Large Roll-in Y% Y% 2% 2%

Minimum MAP Fees

Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 — End

Standard N/A N/A N/A N/A

Small Roll-in $ $ $ $
(i.e., 1% of Roll- | (i.e., 1% of Roll- (i.e., 1% of Roll- (i-e., 1% of Roll-
In Services In Services In Services In Services
Average Weekly | Average Weekly | Average Weekly | Average Weekly
Gross Sales**) Gross Sales**) Gross Sales**) Gross Sales**)

Medium Roll-in | $ $ $ $
(i.e., 1% of Roll- (i.e., 1% of Roll- (i.e., 1% of Roll- (i.e., 1% of Roll-
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Minimum MAP Fees

Gross Sales**)

Gross Sales**)

Type Fee Week 1 -39 Week 40-78 Week 79-208 Week 209 — End
In Services In Services In Services In Services
Average Weekly | Average Weekly | Average Weekly | Average Weekly
Gross Sales**) Gross Sales**) Gross Sales**) Gross Sales**)

Large Roll-in $ $ $ $
(i.e., 2% of Roll- | (i.e., 2% of Roll- | (i.e., /2% of Roll- | (i.e., /2% of Roll-
In Services In Services In Services In Services
Average Weekly | Average Weekly | Average Weekly | Average Weekly

Gross Sales**)

Gross Sales**)

**The Roll-In Services Average Weekly Gross Sales (insert from Section 2(b) of the Roll-In Addendum):

$ . The Minimum MAP Fees for Roll-In Services will begin to apply on
[insert start date].
7. Minimum Local Marketing Amounts:
a. First Year (12 months) Marketing Spend Requirement: $16,000.
b. After the first year, annual minimum local marketing requirement: the greater of (i)
$20,000 and (ii) 5% of Gross Sales for the prior year.
8. Effective Date:

[SIGNATURES ON FOLLOWING PAGE]
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FRANCHISEE:

, individually

Date

FRANCHISOR:

MR. APPLIANCE SPV LLC
A Delaware Limited Liability Company

BY:

Glenn Lewis, Jr., President

Date



Schedule B to the Franchise Agreement

ACH FORM
ACH Origination services will not be considered until this application is

FILLED OUT COMPLETELY
Date of Application: Business Phone:
Franchise ID #: Cell Phone:
Franchise Business Owner Name:
Name of DBA:
Contact Person: Title:

Business Address:

SPECIAL DRAFTING
INSTRUCTIONS:

Please complete blanks below with your banking information using the sample as a reference only, or attach a
sample voided check that displays the required information.

We recommend attaching an image of a cancelled check, banking statement that clearly shows the
routing and accounting number to ensure accuracy:

Name of Financial Institution:

Name and Address on Account:

==y el 1234

Bank Routing No.: o s e R
Account NO: o —y g ——ts ‘ Institution

L 1 L1 1] u=

Bank Routing No. Chack No. (amil) Your Account No.

I hereby authorize MR. APPLIANCE SPV LLC (“Franchisor”), its affiliates, including Neighborly Assetco LLC,
and the financial institution named above to initiate entries, including debit and credit entries, to my
checking/savings account identified above periodically, including weekly, monthly, annually or as necessary, on a
day specified from time to time by Franchisor to pay all fees, charges and any other amounts owed (including,
License Fees, MAP fees, call center fees, late fees, interest charges, note payments, software fees and any other
amounts owed) pursuant to the terms of the Franchise Agreement and all related agreements entered into with
Franchisor and/or its affiliates, with License Fees and MAP fees to be in accordance with the weekly sales analysis
submitted by me; and, if necessary, to initiate adjustments for any transactions credited in error. These debits are
related to the operation of the franchised business and the amount of each debit will vary, including from week to
week, to a maximum amount (if any) as set forth in the Franchise Agreement. The credits are the amounts due to the
franchised business that Franchisor receives from third parties for services performed by the franchised business net
of Franchisor’s deductions for audit and any related administrative fees and/or credit entries to correct any debit
entries that may have been made in error. This authority will remain in effect until I notify you in writing to cancel it
in such time as to afford the financial institution a reasonable opportunity to act on such instructions. I can stop
payment of any entry by notifying the financial institution at least 3 days before my account is scheduled to be
charged. I can have the amount of an erroneous charge immediately credited to my account for up to 15 days
following issuance of my statement by the financial institution or up to 60 days after deposit, whichever occurs first.

Date Signature of Franchisee
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Schedule C to the Franchise Agreement

PERSONAL GUARANTEE AND AGREEMENT TO BE BOUND
PERSONALLY BY THE TERMS AND CONDITIONS
OF THE FRANCHISE AGREEMENT

In consideration of the execution of the Franchise Agreement by us, and for other good and
valuable consideration, the undersigned, for themselves, their heirs, successors, and assigns, do jointly,
individually and severally hereby become surety and guarantor for the payment of all amounts and the
performance of the covenants, terms and conditions in the Franchise Agreement, to be paid, kept and
performed by the franchisee, including without limitation the arbitration and other dispute resolution
provisions of the Franchise Agreement.

Further, the undersigned, individually and jointly, hereby agree to be personally bound by each
and every condition and term contained in the Franchise Agreement, including the provisions in Section
9, and agree that this Personal Guarantee will be construed as though the undersigned and each of them
executed a Franchise Agreement containing the identical terms and conditions of the Franchise
Agreement.

Each of the undersigned waives: (1) notice of demand for payment of any indebtedness or
nonperformance of any obligations hereby guaranteed; (2) protest and notice of default to any party
respecting the indebtedness or nonperformance of any obligations hereby guaranteed; and (3) any right
he/she may have to require that an action be brought against the franchisee or any other person as a
condition of liability.

In addition, each of the undersigned consents and agrees that: (1) the undersigned’s liability will
not be contingent or conditioned upon our pursuit of any remedies against the franchisee or any other
person; and (2) such liability will not be diminished, relieved or otherwise affected by franchisee’s
insolvency, bankruptcy or reorganization, the invalidity, illegality or unenforceability of all or any part of
the Franchise Agreement, or any amendment or extension of the Franchise Agreement, with or without
notice to the undersigned. It is further understood and agreed by the undersigned that the provisions,
covenants and conditions of this Guarantee will inure to the benefit of our successors and assigns.

FRANCHISEE:

PERSONAL GUARANTORS:

, individually

Address
City, State, Zip Code
Telephone
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Schedule D to the Franchise Agreement

THIS SCHEDULE D DOES NOT APPLY TO CANDIDATES LOCATED IN, OR FRANCHISED
BUSINESSES TO BE LOCATED IN, ANY OF THE FOLLOWING FRANCHISE
REGISTRATION STATES: CA, HI, IL, IN, MD, MI, MN, NY, ND, RI, SD, VA, WA, or WL

ACKNOWLEDGMENT ADDENDUM TO
MR. APPLIANCE FRANCHISE AGREEMENT

As you know, you and we are entering into a Franchise Agreement for the operation of a MR. APPLIANCE
franchise. The purpose of this Acknowledgment Addendum is to determine whether any statements or
promises were made to you that we have not authorized or that may be untrue, inaccurate or misleading
and to be certain that you understand the limitations on claims that may be made by you by reason of the
offer and sale of the franchise and operation of your business. Please review each of the following
statements carefully and confirm their accuracy or advise us of their inaccuracy.

Acknowledgments and Representations. I, the undersigned, hereby acknowledge and represent to Mr.
Appliance SPV LLC, as follows:

I. I have received a copy of Mr. Appliance SPV LLC Franchise Disclosure Document (and all
exhibits and attachments) (the “Disclosure Document”) at least fourteen calendar days prior to
signing the Mr. Appliance® Franchise Agreement (the “Franchise Agreement”).

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

2. I have reviewed carefully the Disclosure Document and Franchise Agreement.
Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

3. I understand all the information contained in both the Disclosure Document and Franchise
Agreement.
Please select one: O 1 Agree O I Disagree

If you disagree, please comment:

4. No oral, written or visual claim or representation was made to me that contradicted the
disclosures in the Disclosure Document.
Please select one: O 1 Agree O I Disagree
If you disagree, please comment:
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5. Other than as expressly stated in Item 19 of the Disclosure Document, no employee or other
person speaking on behalf of Mr. Appliance SPV LLC has made any oral, written or visual claim,
statement, promise or representation to me that stated, suggested, predicted or projected sales,
revenues, expenses, earnings, income or profit levels at any MR. APPLIANCE business, or the
likelihood of success at my franchised business.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

6. No employee or other person speaking on behalf of Mr. Appliance SPV LLC has made any
statement or promise regarding the costs involved in operating a franchise that is not contained in
the Disclosure Document or that is contrary to, or different from, the information contained in the
Disclosure Document.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

7. I acknowledge and agree that except for the right granted to me to operate a MR. APPLIANCE
Business within the Territory during the Franchise Agreement term so long as [ am in compliance
with the Franchise Agreement, Mr. Appliance SPV LLC and its affiliates reserve all other rights
to the Marks and the System and they may engage in any activity whatsoever, whenever and
wherever they desire, as set forth in the Franchise Agreement.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

8. The Franchise Agreement together with the addenda and appendices thereto constitutes the entire
agreement between me and Mr. Appliance SPV LLC concerning the franchise for the MR.
APPLIANCE Business and supersedes any and all prior negotiations, understandings,
representations, and agreements, which means that any prior oral or written statements not set out
in the Franchise Agreement or Disclosure Document will not be binding. However, nothing in the
Franchise Agreement or any related agreement is intended to disclaim the representations Mr.
Appliance SPV LLC made in the Disclosure Document it furnished to me.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

9. I acknowledge and agree that in entering into the Franchise Agreement I have not relied on and
am not relying on any representations, warranties or other statements whatsoever, whether written
or oral other than those included in the Franchise Agreement and the Disclosure Document
(including any exhibits, addenda, amendments and attachments) and that I will not have any right
or remedy rising out of any representation, warranty or other statement not expressly set out in
the Franchise Agreement and the Disclosure Document (including any exhibits, addenda,
amendments and attachments). I am entering into the Franchise Agreement as a result of my own
independent investigation of the franchised business and not as a result of any representations
about MR. APPLIANCE system made by MR. APPLIANCE SPV LLC’s shareholders, officers,
members, managers, directors, employees, agents, representatives, independent contractors, or
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franchisees that are contrary to the terms set forth in the Franchise Agreement or in any disclosure
document given to me pursuant to applicable law. I UNDERSTAND THAT I SHOULD NOT
SIGN THE FRANCHISE AGREEMENT IF I BELIEVE MR. APPLIANCE SPV LLC OR ANY
OF ITS REPRESENTATIVES HAVE PROMISED ME SOMETHING THAT IS NOT PART
OF THE FRANCHISE AGREEMENT, ANY ATTACHED EXHIBIT, SCHEDULE OR
ADDENDUM OR THE FRANCHISE DISCLOSURE DOCUMENT.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

10. I understand that the success or failure of my MR. APPLIANCE Business will depend in large part
upon my skills and experience, my business acumen, my location, the local market for products
under the MR. APPLIANCE trademarks, interest rates, the economy, inflation, taxes, the number of
employees I hire and their compensation, the extent to which I follow established systems,
policies and guidelines, the cost of capital and the extent to which I finance the business
operations, my contractual arrangements with suppliers, landlord and professional advisors,
competition and other economic and business factors. Further, I understand that the economic
and business factors that exist at the time I open my MR. APPLIANCE Business may change.
Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

11. I understand that I am bound by the non-compete covenants (both in-term and post-term) and that
an injunction is an appropriate remedy to protect the interest of the MR. APPLIANCE system if |
violate the covenant(s). Further, I understand that any actions in violation of the covenants by
those holding any interest in the franchisee entity may result in an injunction, default and
termination of the Franchise Agreement.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

12. I understand that any training, support, guidance or tools Mr. Appliance SPV LLC provides to me
as part of the franchise are for the sole purpose of protecting the MR. APPLIANCE brand and
Marks and the Intellectual Property associated with the System and to assist me in the operation
of my business and not for the purpose of controlling or in any way intended to exercise or exert
control over my decisions or day-to-day operations of my business, including my sole
responsibility for the hiring, wages and other compensation (including benefits), training,
supervision and termination of my employees and all other employment and employee related
matters.
Please select one: O 1 Agree O I Disagree
If you disagree, please comment:
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13. On the receipt pages of my Disclosure Document I identified

as the franchise sellers involved in this franchise sales process (these are the company
representatives who offered me my franchise). The franchise sellers identified above are the only
franchise sellers involved with this transaction.

If not accurate, please identify any additional franchise sellers involved with this transaction:
Please select one: O 1 Agree O I Disagree

If you disagree, please comment:

14. I have been advised to seek professional assistance, to have legal, financial and/or other
professional advisors review the documents, and to consult with other franchise owners regarding
the risks associated with the purchase of the franchise.

Please select one: O 1 Agree O I Disagree
If you disagree, please comment:

IFF MORE SPACE IS NEEDED TO RESPOND TO ANY REPRESENTATION, CONTINUE ON A
SEPARATE SHEET AND ATTACH.

I UNDERSTAND THAT MY ANSWERS ARE IMPORTANT AND THAT MR. APPLIANCE SPV
LLC WILL RELY ON THEM. BY SIGNING THIS ADDENDUM, I REPRESENT THAT I HAVE
CONSIDERED EACH REPRESENTATION CAREFULLY AND RESPONDED FULLY AND
TRUTHFULLY.

NOTE: IF THE RECIPIENT IS A CORPORATION, PARTNERSHIP, LIMITED LIABILITY
COMPANY OR OTHER ENTITY, EACH OF ITS PRINCIPAL OWNERS MUST EXECUTE
THIS ACKNOWLEDGMENT.

All representations requiring prospective franchisees to assent to a release, estoppel or waiver of liability
are not intended to nor shall they act as a release, estoppel or waiver of any liability incurred under any
applicable law that prohibits releases, estoppels or waivers of liability under such law. Should one or
more clauses of this Addendum be held void or unenforceable for any reason by any court of competent
jurisdiction, such clause or clauses will be deemed to be separable in such jurisdiction and the remainder
of this Addendum shall be valid and in full force and effect. Do not sign this Acknowledgement if you
are a resident of Maryland or the franchise is to be operated in Maryland.

FRANCHISEE:

, individually

Date
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Schedule E to the Franchise Agreement

TELEPHONE NUMBER AND INTERNET AGREEMENT

(Name of Telephone Company)

(Address)

(City, State, Zip)

This TELEPHONE NUMBER AND INTERNET AGREEMENT, ASSIGNMENT AND
POWER OF ATTORNEY (“Assignment”) is made pursuant to the terms of the Franchise Agreement
dated (“Agreement”) by and between MR. APPLIANCE SPV LLC (“Franchisor”) and
(“Franchisee”), authorizing Franchisee to use Franchisor’s Marks and System
in the operation of an appliance installation, maintenance and repair services and related services
business, including sales of new and used appliances (the “Franchised Business™) in and for the Territory.
Capitalized terms used herein without a definition shall have the meaning assigned to them in the
Agreement.

For value received, Franchisee hereby irrevocably assigns to Franchisor all telephone listings and
numbers at any time used by Franchisee in any printed or internet telephone directory in connection with
the operation of the Franchised Business in the Territory, whether now-existing or adopted by Franchisee
in the future, (collectively “Telephone Listings™) and all email addresses, domain names, social media
accounts and comparable electronic identities that use the Marks or any portion of them at any time used
by Franchisee in connection with any Internet directory, website or similar item in connection with the
operation of the Franchised Business, whether now-existing or adopted by Franchisee in the future,
(collectively “Internet Listings™) (collectively referred to herein as “Listings”). From time to time upon
Franchisor’s request, Franchisee agrees to promptly provide a complete list of all Listings to Franchisor
(in such format and level of detail as required by Franchisor).

Franchisee shall have the right to use the Listings only in connection with advertising and
promoting the Franchised Business in the Territory. Franchisee agrees to pay all amounts pertaining to
the use of the Listings incurred by it when due. Upon expiration or termination of the Agreement for any
reason, Franchisee’s right of use of the Listings shall terminate. In the event of termination or expiration
of the Agreement, Franchisee agrees to pay all amounts owed in connection with the Listings, including
all sums owed under existing contracts for telephone directory advertising and to immediately at
Franchisor’s request, (i) take any other action as may be necessary to transfer the Listings and numbers to
Franchisor or Franchisor’s designated agent, (ii) install and maintain, at Franchisee’s sole expense, an
intercept message, in a form and manner acceptable to Franchisor, on any or all of the Listings; (iii)
disconnect the Listings; and/or (iv) cooperate with Franchisor or its designated agent in the removal or
relisting of any telephone directory or directory assistance listing, Internet directory, website, social media
account or advertising, whether published or online.

Franchisee agrees that Franchisor may require that all telephone numbers and telephone and
internet equipment and service must be owned or provided by Franchisor or a supplier approved by
Franchisor and that Franchisor has the right to require Franchisee to “port” or transfer to Franchisor or an
approved call routing and tracking vendor all phone numbers associated with the Franchised Business or
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published in any print or online directory, advertisement, marketing or promotion associated with the
Marks.

Franchisee appoints Franchisor as Franchisee’s attorney-in-fact, to act in Franchisee’s place, for
the purpose of assigning any Listings covered by this Assignment to Franchisor or Franchisor’s
designated agent or taking any other actions required of Franchisee under this Assignment. Franchisee
grants Franchisor full authority to act in any manner proper or necessary to the exercise of the foregoing
powers, including full power of substitution and execution or completion of any documents required or
requested by any telephone or other company to transfer such Listings, and Franchisee ratifies every act
that Franchisor may lawfully perform in exercising those powers. This power of attorney shall be
effective for a period of two (2) years from the date of expiration, cancellation or termination of
Franchisee’s rights under the Agreement for any reason. Franchisee intends that this power of attorney be
coupled with an interest. Franchisee declares this power of attorney to be irrevocable and renounces all
rights to revoke it or to appoint another person to perform the acts referred to in this instrument. This
power of attorney shall not be affected by the subsequent incapacity of Franchisee. This power of
attorney is created to secure performance of a duty to Franchisor and is for consideration.

FRANCHISEE:

, individually

Date
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Schedule F to the Franchise Agreement

CONFIDENTIALITY AGREEMENT

This CONFIDENTIALITY AGREEMENT is entered into by the undersigned,
(“you”), for the benefit of MR. APPLIANCE SPV LLC, a Delaware limited
liability company having a principal place of business at 1010 North University Parks Drive, Waco, TX
76707 (“Franchisor’); and (“Franchisee™);

WHEREAS, you are associated with Franchisee as a spouse or owner of Franchisee;

WHEREAS, Franchisor intends to enter into a Franchise Agreement (the “Franchise Agreement”)
pursuant to which Franchisor will grant Franchisee (or a legal entity owned and/or controlled by
Franchisee) a license to use Franchisor’s trademarks, services marks, logos and other indicia of origin (the
“Marks”) and Franchisor’s methods of operation (the “System”) in connection with the operation of an
appliance installation and repair business, including sales of new and used appliances (the “Franchise™) in
and for a specified geographical area described in the Franchise Agreement. (Capitalized terms used
herein without a definition shall have the same meaning as assigned to them in the Franchise Agreement);
and

WHEREAS, Franchisor has undertaken, at considerable effort and expense, to create the System
which will be revealed to Franchisee pursuant to the Franchise Agreement and you either will be involved
in the operation of the franchise, or, if a spouse of Franchisee, may not intend to hold an ownership
interest in the Franchise or be actively involved in the operation of the Franchise but through your
relationship with Franchisee, will be exposed to and learn many procedures, techniques and other matters
that are identified and treated by Franchisor as confidential, proprietary or trade secret, including, without
limitation, information regarding the operational, sales, and marketing methods and techniques of
Franchisor, which are beyond your skills and experience (“Confidential Information”); and

WHEREAS, you agree that you will receive material benefit from Franchisor entering into the
Franchise Agreement with Franchisee. In exchange for that good consideration, you agree to execute and
be bound by this Agreement, including the noncompetition covenant set forth herein.

NOW, THEREFORE, you hereby agree as follows:

1. Acknowledgement of Confidentiality Obligation. You acknowledge that through your
association or relationship with Franchisee, you will receive valuable Confidential Information that
provides a competitive advantage in the development of the Franchise. You acknowledge and agree that
the Confidential Information and any Operations Manual are confidential and proprietary in nature and
contain trade secrets belonging to Franchisor and that all such tangible evidence of Confidential
Information is a property right of great value to Franchisor. You hereby agree to be bound by the
provisions of the Franchise Agreement related to confidentiality and protection of trade secrets, including
but not limited to Section 5.H of the Franchise Agreement, to the same extent as if a party to the
Franchise Agreement.

2. Non-Use. You agree not to (a) use Confidential Information without prior written
approval from Franchisor or as otherwise permitted by the Franchise Agreement, or (b) do or perform any
other act injurious to the goodwill associated with the Marks and the System.
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3. Non-Disclosure. Without prior written approval from Franchisor, you agree not to
disclose, communicate or divulge any Confidential Information for your benefit or for the benefit of any
other third party, including, without limitation, a competitor of the Franchise and/or Franchisor.

4. Exclusions. Confidential Information does not include and this Agreement does not
apply to information that you can establish by reliable documentary evidence (a) was previously known
by you, (b) is or becomes part of the public domain other than through your wrongful act, (c) is otherwise
lawfully in your hands by a means other than breach of this Agreement or (to your knowledge) third
party’s breach of its confidentiality obligation to Franchisor, or (d) is sought pursuant to a subpoena or
written discovery (“Process”); provided that Franchisor shall be immediately notified of the receipt of the
Process, whereupon Franchisor has the right to request that Franchisee and/or you delete the Confidential
Information from the scope thereof, and if Franchisee or you refuse, then Franchisor may seek any and all
available remedies, including, without limitation, commencing proceedings to enjoin the disclosure of
Confidential Information or intervening impending proceedings to seek the entry of protective orders or
other appropriate relief. Nothing in this Agreement shall be construed to interfere with a party’s
obligations to comply with lawful court orders; however, no disclosure of Confidential Information by a
party pursuant thereto shall be deemed to place the Confidential Information in the public domain or to
relieve the party from the future performance of all its confidentiality obligations under this Agreement,
absent express orders of the court to the contrary.

5. Covenant Not to Compete. Except as otherwise approved in writing by Franchisor, you
may not, directly or indirectly, through, on behalf of, or in conjunction with, any other person,
partnership, or legal entity, own, maintain, operate, or engage or participate in, inure benefit to, or have
any financial interest, either as an officer, agent, employee, principal, partner, director, shareholder or any
other individual or representative capacity, in any corporation, partnership or other legal entity that
engages in any business that is the same as or similar to the Franchise, or is otherwise in competition with
the business of Franchisor or Franchisor’s franchisees, that engages in the distribution of similar products,
services and/or equipment and that is located (a) anywhere, while the Franchise Agreement is in effect or
(b) (i) within the territory specified on the Data Sheet to the Franchise Agreement, (ii) within a 25-mile
radius of the outer boundary of such territory, or (iii) inside the territory of another Mr. Appliance
business, in each case during a period of two (2) years commencing with the earlier of the termination of
the Franchise Agreement or the date on which you cease to be associated with Franchisee (or the
individual who is the principal of a legal entity identified as Franchisee) whether because of a termination
of an employment arrangement or marriage or otherwise, which period shall be extended by any period of
non-compliance. You further agree that upon Franchisor’s request you shall make his/her personal and
business records available for inspection by Franchisor to determine your compliance with this provision.

6. Customer Non-Solicitation Covenant. In addition, you agree that during the term of the
Franchise Agreement and for a period of one year commencing with the earlier of the termination of the
Franchise Agreement or the date on which you cease to be associated with Franchisee (or the individual
who is the principal of a legal entity identified as Franchisee) whether because of a termination of an
employment arrangement or marriage or otherwise, you will not, without our prior written consent,
directly or indirectly, for yourself or on behalf of any other person divert, or attempt to divert, any
business or customer of the Business or any other MR. APPLIANCE Business to any competitor by direct
or indirect inducement.

7. Scope of Covenants. The parties agree that each of the foregoing covenants in Section 5
and Section 6 will be construed as independent of any other covenant or provision of this Agreement. To
the extent anyone successfully contests the validity or enforceability of any part of Section 5 or Section 6
in its present form predicated upon the scope of coverage, this provision will not be deemed invalid or
unenforceable, but will instead be deemed modified, so as to be valid and enforceable, to provide
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coverage for the maximum scope that any court of competent jurisdiction or arbitrator will deem
reasonable and necessary to protect Franchisor’s legitimate interests.

8. Choice of Law and Jurisdiction. This Agreement shall be governed by the internal laws
of the State of Texas, without regard to conflicts of laws provisions. You agree that any litigation or legal
action to enforce or relating to this Agreement shall be filed in Waco, McLennan County, Texas. You
hereby consent to the jurisdiction of such Courts and further agree to waive any rights or objections to the
jurisdiction or venue of any such actions when filed in such Courts.

9. Legal Fees and Costs. Any unauthorized disclosure following execution of this
Agreement may be cause for suit for injunctive relief and damages. If you breach this Agreement, you
shall pay reasonable attorney’s fees and other costs incurred by Franchisor and/or Franchisee in enforcing
the provisions of this Agreement. If any legal proceeding is commenced to enforce or interpret any
provision of this Agreement, the prevailing party will be entitled to recover reasonable attorney’s fees and
all costs and disbursements allowed by law.

10. Defend Trade Secrets Act of 2016 Disclosure. 18 U.S.C. § 1833(b) states: “An individual
shall not be held criminally or civilly liable under any Federal or State trade secret law for the disclosure
of a trade secret that—(A) is made—(i) in confidence to a Federal, State, or local government official,
either directly or indirectly, or to an attorney; and (ii) solely for the purpose of reporting or investigating a
suspected violation of law; or (B) is made in a complaint or other document filed in a lawsuit or other
proceeding, if such filing is made under seal.” Accordingly, the Parties to this Agreement have the right to
disclose in confidence trade secrets to Federal, State, and local government officials, or to an attorney, for
the sole purpose of reporting or investigating a suspected violation of law. The Parties also have the right
to disclose trade secrets in a document filed in a lawsuit or other proceeding, but only if the filing is made
under seal and protected from public disclosure. Nothing in this Agreement is intended to conflict with 18
U.S.C. § 1833(b) or create liability for disclosures of trade secrets that are expressly allowed by 18 U.S.C.
§ 1833(b).

11. Entire Agreement. This Agreement sets forth the entire understanding among you,
Franchisor and Franchisee with respect to its subject matter and cannot be changed except by written
instrument signed by you, Franchisor and Franchisee. There are no representations of any kind except as
contained herein. This Agreement will be binding upon and inure to the benefit of the parties, their legal
representatives, successors, and assigns.

Signature, individually

Date
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Schedule G to the Franchise Agreement

PROMISSORY NOTE AND SECURITY AGREEMENT

DATE:
DEBTOR:
DEBTOR’S MAILING
ADDRESS:
SECURED PARTY: MR. APPLIANCE SPV LLC
a Delaware limited liability company, or its successor or assigns
SECURED PARTY’S
MAILING ADDRESS: 1010 N. University Parks Drive, Waco, TX 76707
PRINCIPAL: AND 00/100 DOLLARS ($ )
INTEREST: percent ( %) per annum on unmatured, unpaid

PRINCIPAL beginning thirty (30) days before the due date of the first payment and the maximum legal
rate of interest on matured, unpaid amounts from the date of maturity.

TERMS OF PAYMENT:

The principal and interest of this note shall be payable in monthly installments of
AND 00/100 DOLLARS ($ ) each, beginning on

and continuing on the first day of each month thereafter until , on which date the entire
principal balance, any accrued, unpaid interest and all other amounts payable under this document are due
in full. By execution of the ACH Form attached to the Franchise Agreement entered into by and between
DEBTOR and SECURED PARTY (the “Franchise Agreement”), DEBTOR authorizes SECURED
PARTY and the financial institution named thereon to make the foregoing payments from DEBTOR’S
account until DEBTOR cancels such automatic draft in accordance with the terms of the Authorization or
this note is paid in full.

DEBTOR promises to pay PRINCIPAL and INTEREST according to the above TERMS OF
PAYMENT to the order of SECURED PARTY. This note may be prepaid in any amount at any time
before maturity without penalty. Installments shall continue to be payable regularly after any partial
payment unless and until this note has been fully paid. INTEREST shall be calculated on the unpaid
PRINCIPAL to the date of any payment or prepayment, with that payment or prepayment being credited
first to pay the accrued INTEREST and then to reduce the PRINCIPAL.

If DEBTOR defaults in the payment of any indebtedness or the performance of any obligations
under this document or any document collateral to it, including, without limitation, the Franchise
Agreement, or DEBTOR sells, assigns or transfers the Franchise Agreement or any interest therein or in
the franchise granted thereunder to a third party, SECURED PARTY may declare the entire unpaid
PRINCIPAL and earned INTEREST and any other amounts payable under this document immediately
due. DEBTOR and each surety, endorser and guarantor waive all demands for payment, presentations for
payment, notices of intention to accelerate, notices of acceleration, protests and notices of protest to the
extent permitted by law.
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If this document or any document collateral to it, including, without limitation, the Franchise
Agreement, is given to an attorney for collection or enforcement, is collected or enforced after suit is
brought for that purpose or is collected or enforced through probate, bankruptcy or other judicial
proceeding, DEBTOR shall pay SECURED PARTY all costs of collection and enforcement (including,
without limitation, reasonable attorney’s fees and court costs) in addition to amounts due. Reasonable
attorney’s fees shall be ten percent (10%) of all amounts due unless plead otherwise.

Interest on any indebtedness under this document or any document collateral to it shall not exceed
the maximum amount of nonusurious interest that may be contracted for, taken, reserved, charged or
received under law. Any interest in excess of that maximum amount shall be credited on the principal of
the indebtedness or, if that has been paid, refunded. Any such excess resulting from any acceleration or
prepayment shall be canceled automatically or, if already paid, credited on the unpaid principal of the
indebtedness or, if the principal of the indebtedness has been paid, refunded. This provision overrides
other provisions in this and all other instruments related hereto.

If any installment of this note is not paid within thirty (30) days of its due date, a late charge in
the amount of TEN AND NO/100 DOLLARS ($10.00) per payment per day will be paid by DEBTOR
upon demand as compensation for any expense or inconvenience incurred in collecting that delinquent
installment. DEBTOR is not hereby authorized to be delinquent in paying any installment. Any demand
for a late charge shall not affect any other remedies available.

If any draft or check is returned by DEBTOR’S financial institution for insufficient funds or any
other reason, SECURED PARTY is entitled to reimbursement from DEBTOR in the amount of
TWENTY FIVE AND 00/100 DOLLARS ($25.00) per draft or check. Any demand for reimbursement
shall not in any manner affect any other remedies available.

COLLATERAL:

All right, title, and interest of DEBTOR to all fixtures, furniture, leasehold improvements,
furnishings, materials, supplies, equipment, goods, machinery, general intangibles, money, accounts,
inventory, chattel paper, documents, instruments, commercial tort claims, deposit accounts, investment
property, letter-of-credit rights, letters of credit and other personal property of any kind whatsoever,
whether now or hereafter existing, arising, acquired or used by DEBTOR in any manner in connection
with the MR. APPLIANCE franchise operated by DEBTOR under the Franchise Agreement or any other
business which has provided or is providing services in any manner installing, maintaining and repairing
major appliances and related services, including gasket replacement services and sales of new and used
appliances; and all replacements, betterments, substitutions, renewals, additions, products and proceeds
thereto or therefrom.

GRANT OF SECURITY INTEREST:

DEBTOR grants SECURED PARTY a security interest in the COLLATERAL to secure the
payment of all indebtedness owed and the performance of all obligations performable by DEBTOR to or
for SECURED PARTY (including, without limitation, all indebtedness and obligations under this
document or any document collateral to it).

SECURED PARTY’s sole duty with respect to the custody, safekeeping and physical
preservation of COLLATERAL in its possession or under its control will be to use reasonable care in the
custody and preservation of such COLLATERAL. DEBTOR agrees that SECURED PARTY will be
deemed to have used reasonable care in the custody and preservation of COLLATERAL if SECURED
PARTY deals with such COLLATERAL in the same manner as SECURED PARTY deals with similar
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property for its own account and, to the extent permitted by applicable law, SECURED PARTY need not
take any steps to preserve rights against any other person or entity. Neither SECURED PARTY nor any
of its directors, officers, managers, members, employees or agents will be liable for failure to demand,
collect or realize upon the COLLATERAL or will be under any obligation to sell or otherwise dispose of
any COLLATERAL.

DEBTOR confirms that value has been given, that DEBTOR has rights in the COLLATERAL,
and that DEBTOR and SECURED PARTY have not agreed to postpone the time for attachment of the
security interest to any of the COLLATERAL. In respect of COLLATERAL which is acquired after the
execution date of this Promissory Note and Security Agreement, the time for attachment will be the time
when DEBTOR acquires such COLLATERAL.

SECURED PARTY may (and DEBTOR hereby authorizes SECURED PARTY to) execute and
file such financing statements and other documents as SECURED PARTY may at any time deem
appropriate to perfect the foregoing security interest. Without limiting the generality of the foregoing,
DEBTOR authorizes SECURED PARTY to file financing statements designating the collateral as “all
personal property” or “all assets” of DEBTOR, and authorizes, ratifies and approves any financing
statement filed by SECURED PARTY on or prior to the date of this document.

DEBTOR’S WARRANTIES AND COVENANTS:

DEBTOR warrants, represents and covenants that: 1) No financing statement covering the
COLLATERAL is filed in any public office; 2) DEBTOR is validly existing and in good standing under
the laws of the state of its jurisdiction of organization, and the execution and delivery of this document by
DEBTOR and the performance of its obligations hereunder have been duly authorized by all necessary
action in accordance with applicable laws; 3) DEBTOR owns the COLLATERAL, free and clear of all
liens other than liens in favor of SECURED PARTY, and has the authority to grant this security interest;
4) none of the COLLATERAL is or will be affixed to real estate, an accession to any goods, commingled
with other goods, or a fixture, accession or part of a product or mass with other goods; 5) all information
about DEBTOR’S financial condition provided to SECURED PARTY was accurate when submitted, as
will be any information subsequently provided; 6) DEBTOR will defend the COLLATERAL against all
claims and demands adverse to SECURED PARTY’S interest in it; 7) the COLLATERAL will remain in
DEBTOR’S possession or control at all times; 8) DEBTOR will maintain the COLLATERAL in good
condition and protect it against misuse, abuse, waste and deterioration except for ordinary wear and tear
resulting from its intended use; 9) DEBTOR will insure the COLLATERAL in accordance with
SECURED PARTY'’S reasonable requirements regarding choice of carrier, casualties insured against and
amount of coverage; 10) insurance policies will be written in favor of DEBTOR and SECURED PARTY
according to their respective interests or according to SECURED PARTY’S other requirements; 11) all
insurance policies shall provide that the SECURED PARTY will receive at least ten (10) days’ notice
before cancellation, and the policies or certificates evidencing them will be provided to SECURED
PARTY when issued; 12) DEBTOR assumes all risk of loss or damage to the COLLATERAL to the
extent of any deficiency in insured coverage; 13) DEBTOR irrevocably appoints SECURED PARTY as
DEBTOR’S attorney-in-fact to collect on DEBTOR’S behalf any returned unearned premiums and
proceeds of any insurance on the COLLATERAL and to endorse any draft or check deriving from the
policies and made payable to DEBTOR; 14) DEBTOR will pay all expenses incurred by SECURED
PARTY in negotiating, obtaining, preserving, perfecting, defending and enforcing this document, any
document collateral to it or the COLLATERAL (expenses for which DEBTOR is liable include, without
limitation, taxes, assessments, reasonable attorney’s fees and other legal expenses, these expenses will
bear interest from the dates of payments at the highest legal rate of interest, and DEBTOR will pay
SECURED PARTY this interest on demand at a time and place reasonably specified by SECURED
PARTY); 15) DEBTOR will sign any papers that SECURED PARTY considers necessary to obtain,
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maintain and perfect this security interest or to comply with any relevant law, including, without
limitation, such documents as may be required to have the security interest granted hereunder properly
noted on a certificate of title; 16) DEBTOR will immediately notify SECURED PARTY in writing of any
material change in the COLLATERAL, of any change in DEBTOR’S name, address or location, of any
change in any matter warranted or represented in this document or any document collateral to it, of any
change that may affect the security interest in the COLLATERAL, or perfection thereof, and of any event
of default; 17) without SECURED PARTY"’S prior written consent, DEBTOR will not sell, transfer or
encumber any of the COLLATERAL other than sales of inventory in the ordinary course of business; 18)
DEBTOR will maintain accurate books and records covering the COLLATERAL; and 19) DEBTOR will
furnish SECURED PARTY any requested information related to the COLLATERAL and DEBTOR will
allow SECURED PARTY, at any time and place, to inspect the COLLATERAL and all records
describing or related to the COLLATERAL.

RIGHTS AND REMEDIES OF SECURED PARTY:

Regardless of whether or not DEBTOR is in default hereunder, SECURED PARTY may: 1)
release any COLLATERAL in SECURED PARTY’S possession to any debtor, temporarily or otherwise;
2) take control of any proceeds generated by the COLLATERAL, such as refunds from and proceeds of
insurance, and reduce any part of the owed indebtedness accordingly or permit DEBTOR to use such
funds to repair or replace damaged/destroyed COLLATERAL; 3) contact account debtors directly to
verify information furnished by DEBTOR; 4) notify obligors on the COLLATERAL to pay SECURED
PARTY directly and reduce any part of the owed indebtedness accordingly; and 5) as DEBTOR’S agent,
endorse any documents or chattel paper that is COLLATERAL or that represents proceeds of
COLLATERAL.

SECURED PARTY has no obligation to collect any account and will not be liable for failure to
collect any account or for any act or omission on the part of SECURED PARTY or SECURED PARTY’S
officers, agents or employees, except willful misconduct. If DEBTOR fails to maintain insurance as
required, SECURED PARTY may purchase single-interest insurance coverage that will protect only
SECURED PARTY. If SECURED PARTY purchases this insurance, the insurance premiums will
become part of the indebtedness owed by DEBTOR to SECURED PARTY under this document.

EVENTS OF DEFAULT:

Each of the following conditions is an event of default: 1) if DEBTOR defaults in the timely
payment or performance of any indebtedness, obligation, covenant or liability in this document, in any
document collateral to it, including, without limitation, the Franchise Agreement, or in any other
agreement between DEBTOR and SECURED PARTY and fails to cure the same within the applicable
cure period (if any); 2) if any warranty, covenant or representation made to SECURED PARTY by or on
behalf of DEBTOR proves to have been false or incomplete in any material respect when made; 3) if a
receiver is appointed for DEBTOR or any of the COLLATERAL or if the COLLATERAL is assigned for
the benefit of creditors or, to the extent permitted by law, if bankruptcy or insolvency proceedings are
commenced against or by DEBTOR, any partnership of which DEBTOR is a general partner or any
maker, drawer, acceptor, endorser, guarantor, surety, accommodation party or other person liable on or
for any part of the indebtedness owed or obligations performable by DEBTOR under this document or
any document collateral to it; 4) if any lien attaches to any of the COLLATERAL other than any lien
granted in favor of SECURED PARTY; and 5) if any of the COLLATERAL is lost, stolen, damaged or
destroyed, unless it is promptly restored or replaced with collateral of like quality.

REMEDIES OF SECURED PARTY ON DEFAULT:
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During the existence of any event of default, SECURED PARTY may declare the unpaid
PRINCIPAL and earned INTEREST and all other amounts payable under this document immediately due
in whole or part, enforce the payment of indebtedness and performance of obligations by DEBTOR under
this document and any document collateral to it and exercise any rights and remedies granted by this
document, any document collateral to it or by applicable law (including, without limitation, the Texas
Uniform Commercial Code), including, without limitation, the following: 1) require DEBTOR to deliver
to SECURED PARTY all books and records relating to the COLLATERAL; 2) require DEBTOR to
assemble the COLLATERAL and make it available to SECURED PARTY at a place reasonably
convenient to both parties; 3) take possession of any of the COLLATERAL and for this purpose enter any
premises where it is located; 4) sell, lease or otherwise dispose of any of the COLLATERAL in accord
with the rights, remedies and duties of a secured party under Chapters 2 and 9 of the Texas Uniform
Commercial Code after giving notice as required by those chapters; 5) surrender any insurance policies
covering the COLLATERAL and receive the unearned premium; 6) apply any proceeds from disposition
of the COLLATERAL after default in the manner specified in Chapter 9 of the Texas Uniform
Commercial code, including, without limitation, payment of SECURED PARTY’S reasonable attorney’s
fees and court expenses; and 7) if disposition inadequate, collect the deficiency.

GENERAL PROVISIONS:
SECURED PARTY’S rights under this document shall inure to the benefit of its successors and assigns.

2. Neither delay in exercise nor partial exercise of any of SECURED PARTY’S remedies or rights
shall waive further exercise of those remedies or rights. SECURED PARTY’S failure to exercise
remedies or rights does not waive subsequent exercise of those remedies or rights. SECURED
PARTY’S waiver of any default does not waive further default. SECURED PARTY may remedy
any default without waiving the default. The rights, remedies, powers, and privileges herein
provided are cumulative and not exclusive of any rights, remedies, powers, and privileges
provided by law.

3. If DEBTOR fails to perform any of DEBTOR’S obligations, SECURED PARTY may perform
those obligations and be reimbursed by DEBTOR on demand for any sums so paid (including,
without limitation, attorney’s fees and other legal expenses) plus interest on those sums from the
dates of payment at the maximum legal rate of interest. The sum to be reimbursed shall be
secured by the security interest under this document.

4, This document constitutes the entire contract between DEBTOR and SECURED PARTY with
respect to the subject matter hereof and supersedes all previously executed agreements and
understandings, oral or written, with respect thereto. No provisions of this document shall be
modified or limited except by written agreement executed by both parties.

5. The unenforceability of any provision will not affect the enforceability or validity of any other
provision.

6. This document and the agreement evidenced hereby is to be construed according to Texas laws.
All indebtedness is payable and all obligations are performable in Waco, McLennan County,
Texas.

7. A carbon, photographic, electronic or other reproduction of this Promissory Note and Security

Agreement or any financing statement covering the COLLATERAL is sufficient as a financing
statement.
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10.

11.

12.

13.

If the COLLATERAL is sold after default, recitals in the transfer document will be prima facie
evidence of their truth, and all prerequisites to the sale specified herein and by the Texas UCC
will be presumed satisfied.

The security interest under this document shall neither affect nor be affected by any other security
for any of the indebtedness owed or obligations performable by DEBTOR under this document or
any document collateral to it. Neither extensions of any of that indebtedness or those obligations
nor releases of any of the COLLATERAL will affect the priority or validity of the security
interest under this document.

Foreclosure of the security interest under this document by suit shall not limit SECURED
PARTY’S remedies, including, without limitation, the right to sell the COLLATERAL. All
remedies of SECURED PARTY may be exercised at the same or different times, and no remedy
shall be a defense to any other. SECURED PARTY’S rights and remedies include all those
granted in this document, by law or otherwise.

DEBTOR’S appointment of SECURED PARTY as DEBTOR’S attorney-in-fact or agent is
coupled with an interest and will specifically survive any death or disability of DEBTOR.

As used in this document and unless the context requires another construction, the masculine,
feminine and neuter gender shall each include the others and the singular and plural case shall
each include the other.

DEBTOR acknowledges receipt of an executed copy of this document. DEBTOR waives the
right to receive any amount that it may now or hereafter be entitled to receive (whether by way of
damages, fine, penalty, or otherwise) by reason of the failure of SECURED PARTY to deliver to
DEBTOR a copy of any financing statement or any statement issued by any entity that confirms
registration of a financing statement.

FRANCHISEE:

, individually

Date
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Schedule H to the Franchise Agreement

ROLL-IN ADDENDUM

This ROLL-IN ADDENDUM (the “Addendum”) is entered into by and between MR.
APPLIANCE SPV LLC, a Delaware limited liability company having a principal place of business at
1010 North University Parks Drive, Waco, TX 76707 (“we” or “us” or “Franchisor”), and
, individually, having an address of
(“you” or “Franchisee”).

WHEREAS, we and you have contemporaneously herewith entered into a Franchise Agreement
(the “Agreement”) for the operation of the Business (the “Franchised Business”) (Capitalized terms used
herein without a definition shall have the meaning assigned to them in the Agreement);

WHEREAS, you (or your affiliate) currently operate an existing business (“Existing Business”)
which performs services for existing customers (the “Roll-In Services”) that are similar to services
provided by the Franchised Business operated under the Agreement; and

WHEREAS, in consideration of an assignment or “roll-in” of the Roll-In Services (including the
customer base for work which falls within the definition of the Franchised Business) from the Existing
Business to the Franchised Business, we are willing to alter certain fees payable by you under the
Agreement for a time period specified in the Data Sheet to which this Addendum is attached.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the parties agree as follows:

1. Type of Roll-In. This Addendum documents a Small Roll-In, Medium Roll-In or Large
Roll-In, each as defined below (check the applicable category):

SMALL ROLL-IN (an Existing Business with annual gross sales of the Roll-In
Services of at least $100,000 but not more than $249,999).

MEDIUM ROLL-IN (an Existing Business with annual gross sales of the Roll-In
Services of at least $250,000 but not more than $1,999,999).

LARGE ROLL-IN (an Existing Business with annual gross sales of the Roll-In
Services of at least $2,000,000).

2. Roll-In Services Gross Sales; Weekly Roll-In Services Gross Sales.

(a) The gross sales generated by the Roll-In Services during the last 12 months are:

(b) The average weekly gross sales generated by the Roll-In Services during the last
12 months are: $ (annual Roll-In Services Gross Sales, divided by 52)
(the “Roll-In Services Average Weekly Gross Sales”).

3. Assignment of Revenues and Customers; Definition of Gross Sales.

(a) You hereby assign or have caused your affiliate to assign (as applicable) to the
Franchised Business (i) all gross sales arising from the operation of the Roll-In Services from and
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after the Effective Date, and (ii) the customers and/or accounts associated with the Roll-In
Services.

(b) Anything in the Agreement to the contrary notwithstanding, from and after the
Effective Date the definition of “Gross Sales” (as defined in the Agreement) shall apply to the
operation of the Roll-In Services to the same extent as it applies to the operation of the
Franchised Business and you shall pay License Fees and MAP Fees with respect to the Gross
Sales arising from the operation of the Roll-In Services, as specified below and in the Data Sheet.

4. License Fees. Anything in the Agreement to the contrary notwithstanding, you shall pay
License Fees with respect to the Roll-In Services in the amount equal to the greater of the applicable
percentage of Gross Sales (applicable to the Roll-In Services) set forth on the Data Sheet and the
applicable Minimum License Fee (for such Roll-In Services) set forth on the Data Sheet.

5. MAP Fees. Anything in the Agreement to the contrary notwithstanding, you shall pay
MAP Fees with respect to the Roll-In Services in the amount equal to the greater of the applicable
percentage of Gross Sales (applicable to the Roll-In Services) set forth on the Data Sheet and the
applicable Minimum MAP Fee (for such Roll-In Services) set forth on the Data Sheet.

6. Manner of Operation of Roll-In Services. All provisions of the Agreement shall apply
to the Roll-In Services and the accounts and customers associated with such services, including the
insurance and covenants, to the same extent as they apply to the Franchised Business. For avoidance of
doubt, except as specifically provided otherwise herein, for purposes of the Agreement, from and after the
Effective Date, the Roll-In Services are included in the definition of the Franchised Business.

7. Inspections; Audits. If, after the date hereof, you (directly or through an affiliate)
continue to operate the Existing Business, other than the Roll-In Services that become part of the
Franchised Business (such remaining Existing Business, the “Separate Business”), you shall make and if
applicable shall cause your affiliate to make the books and records (including all electronic records) for
the Separate Business available to us for inspection and audit, upon reasonable prior notice, so that we
may verify your compliance with the requirements of this Addendum. In addition, the provisions of
Section 8.1 of the Agreement regarding audits shall apply in all respects to the Separate Business, and we,
in our reasonable business judgment, shall have the same rights to access (including remotely) and audit
the books and records of the Separate Business, and to require payment for the audit if the audit reveals
that you did not comply with the requirements of this Addendum, in addition to any other remedies
available to us hereunder or under the law.

8. Franchisee’s Representations and Warranties. You hereby represent and warrant to
us that you have all necessary power and authority to execute this Addendum, to bind the Existing
Business to the terms hereof and to perform and comply with all of your obligations hereunder. There is
no agreement or understanding (and you will not permit any such agreement or understanding to be
entered into during the term of this Addendum) with respect to the Existing Business or the Roll-In
Services that would conflict with the terms of this Addendum.

9. Construction. Notwithstanding anything to the contrary in the Agreement, in the event
of a conflict between the provisions of the Agreement and the provisions of this Addendum, the
provisions of this Addendum shall control. The Agreement remains fully effective in all respects except
as specifically modified herein, and all the respective rights and obligations of Franchisee and Franchisor
remain as written unless modified specifically herein.

< SIGNATURES APPEAR ON THE NEXT PAGE >
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FRANCHISEE:

, individually

Date

FRANCHISEE’S AFFILIATE:

, individually

FRANCHISOR:

MR. APPLIANCE SPV LLC
A Delaware Limited Liability Company

BY:

Glenn Lewis, Jr., President

Date
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Schedule I to the Franchise Agreement

EXCLUDED SERVICES ADDENDUM

This EXCLUDED SERVICES ADDENDUM (the “Addendum”) is entered into by and between
MR. APPLIANCE SPV LLC, a Delaware limited liability company having a principal place of business
at 1010 North  University Parks Drive, Waco, TX 76707 (“Franchisor”), and
, individually, having an address of
(“Franchisee™).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) for the operation by Franchisee of the Business (the “Franchised
Business”) (Capitalized terms used herein without a definition shall have the meaning assigned to them in
the Agreement);

WHEREAS, Franchisee or its affiliate (as applicable) currently operates an Existing Business (as
defined below) which offers Excluded Services (as defined below) that are related to but distinguishable
from the services provided by the Franchised Business under the Agreement; and

WHEREAS, Franchisor has agreed that, subject to Franchisee’s and, if applicable, its affiliate’s
continuing compliance with the conditions set forth in this Addendum, the continued operation of the
Excluded Services by the Existing Business shall not be deemed to be a violation of Section 9.D of the
Agreement (Noncompetition Covenants), and the gross sales attributable to such Excluded Services shall
not be included as “Gross Sales” under the Agreement.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Identification of Existing Business. The name of the Existing Business authorized
pursuant to this Addendum is: , a
located  at (“Existing
Business”), and the Excluded Services performed by the Existing Business are:
(“Excluded Services”).

2. Authorization of Excluded Services Offered by the Existing Business. Anything in
the Agreement to the contrary notwithstanding, the continued offer of the Excluded Services by the
Existing Business shall not be deemed to be a violation of Section 9.D of the Agreement (Noncompetition
Covenants) and the gross sales of such Excluded Services shall not be deemed to be “Gross Sales” under
the Agreement; provided, that the conditions set forth in subparagraphs 2(a)-(d) below are satisfied as of
the date of this Addendum and throughout the term of the Agreement (including any extensions or
renewals thereof):

(a) the operation of such Existing Business does not interfere with Franchisee’s
operation of the Franchised Business;

(b) the Existing Business does not utilize Franchisor’s Marks, System or
Confidential Information;

(©) the Existing Business offers only the Excluded Services identified herein and

does not offer the services offered by the Franchised Business or services that otherwise compete
with the Franchised Business; and
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(d) the Franchised Business and the Existing Business maintain separate books and
records.

3. Effect of Failure to Comply with Conditions. If Franchisee or its affiliate (as
applicable) at any time fails to satisfy any of the conditions set forth in subparagraphs 2.(a)-(d) of this
Addendum, then the continued operation of the Existing Business shall be deemed to be a violation of
Section 9.D of the Agreement (Noncompetition Covenants). In that event Franchisor may terminate the
Agreement immediately if Franchisee fails (or fails to cause its affiliate) to cure the breach within a
reasonable period of time, not to exceed ten (10) calendar days following written notice from Franchisor
(provided however that a breach of clause 2(b) shall not be subject to a cure opportunity). Upon any
termination of the Agreement pursuant to this provision, Franchisor shall be entitled to any and all legal
and equitable remedies available under the Agreement and applicable law, including, without limitation,
the collection, as liquidated damages and not as a penalty, of an amount equal to the License Fees
provided in the Agreement with respect to all Gross Sales of the Existing Business for all periods during
which the breach is continuing or, if such period cannot be ascertained with certainty, during all periods
during which this Addendum has been in effect. This provision shall survive any transfer, expiration,
termination or non-renewal of the Agreement or the Franchised Business for the time period set forth in
Section 9.D.2 of the Agreement.

4. Inspections; Audits. Franchisee shall make and if applicable shall cause its affiliate to
make the books and records (including all electronic records, tax returns and personal tax returns) for the
Existing Business available to Franchisor for inspection and audit, upon reasonable prior notice, so that
Franchisor may verify Franchisee’s compliance with the requirements of this Addendum, including the
requirements in subparagraph 2(d) above. In addition, the provisions of Section 8.I of the Agreement
regarding audits shall apply in all respects to the Existing Business and Franchisor shall have the same
rights to access (including remotely) and audit the books and records of the Existing Business, and to
require payment for the audit if the audit reveals that Franchisee did not comply with the requirements of
this Addendum, in addition to any other remedies available to Franchisor hereunder or under the law.

5. Franchisee’s Representations and Warranties. Franchisee hereby represents and
warrants to Franchisor that it has all necessary power and authority to execute this Addendum, to bind the
Existing Business to the terms hereof and to perform and comply with all of its obligations hereunder.
There is no agreement or understanding (and Franchisee will not permit any such agreement or
understanding to be entered into during the term of this Addendum) with respect to the Existing Business
that would conflict with the terms of this Addendum.

6. Construction. Notwithstanding anything to the contrary in the Agreement, in the event
of a conflict between the provisions of the Agreement and the provisions of this Addendum, the
provisions of this Addendum shall control. Except as specifically provided in this Addendum, the
Agreement remains fully effective in all respects in accordance with its terms, and all the respective rights
and obligations of Franchisee and Franchisor remain as written unless modified specifically herein.

7. No Restriction on In-Term and Post-Term Covenants. Except as specifically stated in
this Addendum, nothing in the Agreement or this Addendum or in the terms used herein shall be
construed in any way to limit or restrict the application of the provisions of Section 9.D of the Agreement
as it relates to the Existing Business or any other business Franchisee or any of its affiliates may engage
in.

< SIGNATURES APPEAR ON THE NEXT PAGE >
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FRANCHISEE:

, individually

Date

FRANCHISOR:

MR. APPLIANCE SPV LLC
A Delaware Limited Liability Company

BY:

Glenn Lewis, Jr., President

Date
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AGENCIES/AGENTS

FOR SERVICE OF PROCESS

This list includes the names, addresses and telephone numbers of state agencies having responsibility for
franchising disclosure/registration laws, and serving as our agents for service of process (to the extent that
we are registered in their states). This list also includes the names, addresses and telephone numbers of
other agencies, companies or entities serving as our agents for service of process.

State

State Agency

Agent for Service of Process

CALIFORNIA

California Department of Financial Protection
& Innovation

320 West 4" Street, Suite 750

Los Angeles, CA 90013

(213) 576-7500

Toll-free (866-275-2677)

Commissioner of Department of
Financial Protection & Innovation

HAWAII

Department of Commerce and
Consumer Affairs

Business Registration Division
Commissioner of Securities
King Kalakaua Building

335 Merchant Street, Room 205
Honolulu, HI 96813

(808) 586-2722

Hawaii Commissioner of Securities

ILLINOIS

Franchise Division

Office of Attorney General
Franchise Division

500 South Second Street
Springfield, IL 62706
(217) 782-1090

llinois Attorney General

INDIANA

Securities Commissioner

Indiana Securities Division

302 West Washington St., Room E-111
Indianapolis, IN 46204

(317) 232-6681

Indiana Secretary of State
201 State House

200 West Washington Street
Indianapolis, IN 46204

MARYLAND

Office of the Attorney General
Securities Division

200 St. Paul Place

Baltimore, MD 21202-2020
(410) 576-6360

Maryland Securities Commissioner

MICHIGAN

Michigan Department of Attorney General
Consumer Protection Division

Attn: Franchise Section

525 W. Ottawa Street

G. Mennen Williams Bldg. 1* Floor
Lansing, MI 48933

(517)373-7117

Michigan Department of Commerce
Corporations and Securities Bureau

MINNESOTA

Minnesota Department of Commerce
85 7" Place East, Suite 280

St. Paul, MN 55101-2198
(651)-539-1600

Minnesota Commissioner of
Commerce
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State State Agency Agent for Service of Process
NEW YORK NYS Department of Law Attention: New York Secretary of
Investor Protection Bureau State
28 Liberty Street, 21* Floor New York Department of State
New York, NY 10005-1495 One Commerce Plaza,
(212) 416-8222 99 Washington Avenue, 6th Floor
Albany, NY 12231-0001
(518) 473-2492
NORTH North Dakota Securities Department North Dakota Securities
DAKOTA 600 East Boulevard, 5 Floor Commissioner
State Capitol, Fifth Floor
Bismarck, ND 58505-0510
(701) 328-4712
RHODE ISLAND | Rhode Island Department of Business Director of Rhode Island
Regulation Department of Business Regulation
Division of Securities
1511 Pontiac Avenue
John O. Pastore Complex — Bldg. 69-1
Cranston, RI 02920
(401) 462-9500 x5
SOUTH South Dakota Division of Insurance Director of the South Dakota
DAKOTA Securities Regulation Division of Securities
124 S Euclid, Suite 104
Pierre, SD 57501
(605) 773-3563
VIRGINIA State Corporation Commission Clerk of the State Corporation
Division of Securities and Retail Franchising | Commission
1300 East Main Street, 9" Floor Tyler Building, 1st Floor
Richmond, VA 23219 1300 E. Main Street
(804) 371-9051 Richmond, VA 23219
804-371-9051
WASHINGTON | Department of Financial Institutions Director of Washington Financial
Securities Division Institutions
150 Israel Rd S.W. Securities Division
Tumwater, WA 98501
(360) 902-8760
WISCONSIN Department of Financial Institutions Wisconsin Commissioner of
Division of Securities Securities
4822 Madison Yards Way, North Tower
Madison, WI 53705
(608) 266-0448
OTHER STATES | N/A Grayson Brown

1010 N. University Parks Drive
Waco, TX 76707
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Ernst & Young LLP Tel: +1 214 969 8000
Suite 2000 Fax: +1 214 969 8586
2323 Victory Avenue ey.com

Dallas, Texas 75219

Building a better
working world

Report of Independent Auditors

To the Board of Directors and Members of
Neighborly Assetco LLC and Subsidiaries

Opinion

We have audited the combined financial statements of Neighborly Assetco LLC and subsidiaries (the
Company), which comprise the combined balance sheets as of December 31, 2023 and 2022, and the
related combined statements of operations and comprehensive income, changes in member’s equity and
cash flows for the years then ended, and the related notes (collectively referred to as the “financial
statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company at December 31, 2023 and 2022, and the results of its operations and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

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

Restatement of 2022 Financial Statements

As discussed in Note 1 to the financial statements, the 2022 financial statements have been restated to
correct a misstatement in the loss recorded on the impairment of goodwill. Our opinion is not modified
with respect to this matter.

Responsibilities of Management for the Financial Statements

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

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

A member firm of Ernst & Young Global Limited



Building a better
working world

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free of material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

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

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

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

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

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

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Gt + MLLP

Dallas, Texas
April 1, 2024

A member firm of Ernst & Young Global Limited
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Neighborly Assetco LLC and Subsidiaries

Combined Balance Sheets

(5000’s)
(Restated)

As of December 31, 2023 2022
Assets
Current assets

Cash S 3,171 2,381

Restricted Cash 1,566 3,359

Trade accounts receivable - net 23,826 21,803

Trade notes receivable, current portion - net 9,530 7,846

Inventories 989 1,592

Prepaid selling expenses, current 6,935 4,449

Other current assets 2,597 1,644
Total current assets 48,614 43,074
Property and equipment - net 18,779 18,279
Prepaid selling expenses, less current portion 42,479 27,556
Trade notes receivable, less current portion - net 15,221 17,884
Intangible assets - net 1,341,184 1,326,225
Goodwill 1,732,653 1,728,584
Total assets $ 3,198,931 3,161,602
Liabilities and Member’s Equity
Current liabilities

Accrued liabilities ) 3,908 3,253

Deferred revenue, current 13,631 10,604
Total current liabilities 17,539 13,857
Deferred Revenue, less current portion 70,176 57,622
Contingencies (Note 9)
Member’s Equity

Additional paid-in equity S 2,780,580 2,944,568

Accumulated earnings 335,404 168,428

Accumulated other comprehensive income/ (loss) (4,769) (22,873)
Total Member’s Equity 3,111,215 3,090,123
Total liabilities and member’s equity $ 3,198,931 3,161,602

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Combined Statements of Operations and Comprehensive Income

(5000’s)
(Restated)

For the years ended December 31, 2023 2022
Revenues and income

Franchise service fees S 169,842 152,248

Synthetic royalties and master license fees 28,705 22,879

Franchise sales fees 36,783 13,642

Sales of products and services 143,807 123,984

Advertising and promotional fund revenue 42,404 39,184

Other revenue 30,338 32,014
Total revenues and income 451,879 383,951
Cost of Sales

Products and services 68,752 62,493
Gross Profit 383,127 321,458
Selling expense 6,939 8,274
General and administrative expense 18,705 9,033
Advertising and promotional fund expense 47,365 42,987
Depreciation and amortization 97,290 82,921
Management expenses 44,075 37,264
Bad debt expense 2,283 2,035
Net income S 166,470 138,944
Other comprehensive income/(loss)

Foreign currency translation adjustment 18,104 (22,873)
Comprehensive income S 184,574 116,071

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Combined Statements of Changes in Member’s Equity

(5000’s)

Member’s

Equity

Balance - December 31, 2021 $ 3,060,380
Equity contribution 116,670
Distributions (202,999)
Net income 138,944
Foreign currency translation adjustment (22,873)
Balance - December 31, 2022 (Restated) $ 3,090,123
Adoption of accounting principle 506
Equity contribution 101,756
Distributions (265,744)
Net income 166,470
Foreign currency translation adjustment 18,104
Balance - December 31, 2023 $ 3,111,215

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Combined Statements of Cash Flows

(5000’s)
(Restated)
For the years ended December 31, 2023 2022
Operating activities
Net income S 166,470 $ 138,944
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 97,290 82,921
Bad debt expense 2,283 2,035
Notes received (15,050) (12,808)
Collections of notes receivable 16,293 13,699
Changes in assets and liabilities:
Trade accounts receivable (464) (8,183)
Inventories 883 (1,035)
Prepaid selling expenses and other assets (11,464) (9,491)
Accrued liabilities 198 338
Deferred revenue 11,195 5,832
Net cash provided by operating activities 267,634 212,253
Investing activities
Purchase of equipment and other assets (2,893) (7,904)
Purchase of intellectual property - (104,112)
Net cash used in investing activities (2,893) (112,016)
Financing activities
Equity contribution - 102,000
Distributions paid (265,744) (202,999)
Net cash used in financing activities (265,744) (100,999)
Net decrease in cash and restricted cash (1,003) (762)
Cash and restricted cash - Beginning of period 5,740 6,502
Cash and restricted cash - End of period $ 4,737 $ 5,740
Supplemental cash flow disclosures:
Non-cash contribution of equity $ 101,756 $ 14,670

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Notes to Combined Financial Statements
(5000’s)

1. Description of Business and Significant Accounting Policies
Organization and Description of Business

Neighborly Assetco LLC (“we”, “our” and the “Company”) is an infinite-lived single-member special
purpose Delaware limited liability company and was organized on November 13, 2020, with no
operations until March 25, 2021. The Company is a direct, wholly owned subsidiary of Neighborly
Issuer LLC (the “Issuer”), which is a special purpose Delaware limited liability company and a direct,
wholly owned subsidiary of Neighborly SPV Guarantor LLC (the “SPV Guarantor”), which is a special
purpose Delaware limited liability company that is an indirect, wholly owned subsidiary of
Neighborly Company (the “Manager”). All of the issued and outstanding limited liability company
interests of the Company are directly owned by the Issuer, upon an initial $1.00 capital contribution.
The Company is a bankruptcy remote entity that owns substantially all of the US intellectual
property including tradenames, franchise agreements, national account relationships and systems-
in-place, as well as the United Kingdom (the “UK”) tradenames of the Manager. The Company
conducts transactions with affiliated parties under common control, and as such, results of
operations may not be indicative of operations on a stand-alone basis, without those transactions
with related parties. The Company has no employees and relies on the Manager for continued
operations.

As of March 25, 2021 the Company’s subsidiaries were comprised of a number of franchisors and
related supporting businesses operating in the United States (the “US”) and internationally and
include the following businesses: Aire Serv SPV LLC, Mr. Electric SPV LLC, The Grounds Guys SPV
LLC, Rainbow International SPV LLC, Glass Doctor SPV LLC, Mr. Appliance SPV LLC, Mr. Rooter SPV
LLC, Molly Maid SPV LLC, Mr. Handyman SPV LLC, Five Star Painting SPV LLC, Window Genie SPV
LLC, Real Property Management SPV LLC, Mosquito Joe SPV LLC, HouseMaster SPV LLC, Dryer Vent
Wizard SPV LLC, ShelfGenie SPV LLC, and Precision Door Service SPV LLC (each an “SPV Franchisor”
and together the “SPV Franchisors”) and ProTradeNet SPV LLC, Back Office SPV LLC and G-O
Manufacturing SPV LLC (each a “Non-Franchisor SPV Entity” and together the “Non-Franchisor SPV
Entities”), each of which is a direct, wholly owned subsidiary of the Company.

In June 2021, assets of Neighborly Services Solutions SPV LLC, a Non-Franchisor SPV entity, were
contributed to the Company.

In January 2022, assets of Zorware SPV LLC, NBLY Co Ops CO SPV LLC, and Trench Right SPV LLC
were contributed to the Company and intangible assets were acquired by Pimlico SPV Limited, all
Non-Franchisor entities. In March 2022, additional assets of NBLY Co Ops CO SPV LLC as well as
assets of NBLY Co Ops AZ SPV, both Non-Franchisor entities, were contributed to the Company. In
December 2022, intangible assets of Greensleeves Limited were contributed to the Company.

In January 2023, assets of NBLY Co Ops IN SPV LLC, NBLY Logistics SPV LLC, Lawn Pride SPV LLC,
and Junk King SPV LLC, were contributed to the Company.

The Company holds all the equity interests in the SPV Franchisors and the Non-Franchisor SPV
Entities, certain intellectual property, certain license agreements and certain vendor agreements.
Each SPV Franchisor holds the tradenames and the franchise agreements related to such brand and
any product supply agreements or vendor agreements related to such brand. The Non-Franchisor
SPV Entities hold certain tradenames, certain product supply agreements, certain vendor
agreements and the office service agreements.
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Neighborly Assetco LLC and Subsidiaries

Notes to Combined Financial Statements
(5000’s)

The Company was formed in connection with a financing transaction (the “Securitization
Transaction”), which was completed on March 25, 2021 (see Note 2). On March 25, 2021, the
Manager, a Non-Securitization Entity, contributed to the Company through a series of asset transfers
to the SPV Guarantor, the Issuer, the Company and its subsidiaries (the “Securitization Entities”),
substantially all of its US intellectual property, including tradenames (the “Securitization IP”),
franchise agreements, national account relationships and systems-in-place and the UK tradenames
(collectively, the “Securitization Assets”). The Manager, certain Securitization Entities and the SPV
Franchisors entered into license agreements pursuant to which they granted, respectively, to
certain Non-Securitization Entities (i) a non-exclusive license to use and sublicense the
Securitization IP in connection with owning and operating certain company-owned store locations,
UK locations and Canadian locations and (ii) an exclusive license to use and sublicense the
Securitization IP in connection with other products and services.

The contributions of the Securitization Assets are between entities under common control and are
recorded at book value. No gain or loss has been realized on the transactions.

On March 25, 2021, the Securitization Entities entered into the management agreement (the
“Management Agreement”) with the Manager to perform certain services on behalf of the
Securitization Entities, including, among other things, collecting franchisee payments, managing
the operations on behalf of the Securitization Entities, and performing certain franchising,
marketing, and operational and reporting services, as well as managing the intangible assets on
behalf of the Securitization Entities. In exchange for providing such services, the Manager will be
entitled to receive certain management fees on a weekly basis.

Basis of Presentation

The accompanying combined financial statements as of December 31, 2023 and December 31, 2022
include the accounts of the Company and its wholly owned subsidiaries. All significant intercompany
accounts and transactions have been eliminated in consolidation.

FASB ASC Topic 810-10, Consolidation, applies to certain entities in which equity investors do not
have the characteristics of a controlling financial interest or do not have sufficient equity at risk for
the entity to finance its activities without additional subordinated financial support. Such an entity
is referred to as a variable interest entity (“VIE”). FASB ASC Topic 810-10 requires the consolidation
of a VIE by its primary beneficiary. The primary beneficiary is the entity, if any, that has the
obligation to absorb losses or the right to receive benefits of the VIE that could potentially be
significant to the VIE, which is the Company and its subsidiaries.

The Company has determined that the Securitization Entities qualify as VIE’s and that Neighborly
Company, the Manager, is the primary beneficiary, having both power and benefits, of the
Securitization Entities. Accordingly, consolidation of the Company and its subsidiaries (including the
SPV Franchisors and the Non-franchisor SPVs) is precluded, and as a result, combined financial
statements are presented. All intercompany transactions have been eliminated.

Acquisition of the Manager
On June 29, 2021, Kohlberg Kravis and Roberts (“KKR”), and associated co-investors formed Nest
Bidco Inc. which, on September 1, 2021, purchased 100% of the shares of Balcones Holdco, Inc., the

parent company of Neighborly Company, from TDG Investment Holdings, LP. Nest Bidco Inc. is an
indirectly wholly owned subsidiary of Nest Holdings LP, which is the ultimate parent company of the
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Notes to Combined Financial Statements
(5000’s)

newly formed business. The transaction was effected to add Neighborly to KKR’s investment
portfolio, and allows Neighborly to gain access to KKR’s capital and resources.

Use of Estimates

The preparation of combined financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the combined financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Income Taxes

The Company is a single-member limited liability company for federal and state income tax purposes
with all income tax liabilities and/or benefits of the Company being passed through to the Manager.
As such, no recognition of federal or state income taxes will be provided for in the financial
statements of the Company.

Revenue Recognition
The Company’s primary sources of revenue are as follows:

e Franchise service fees from existing franchise owners based on a percentage of each
franchise owner’s gross sales. These fees generally range from 2% to 15% of the franchise
owner’s weekly sales, depending upon the particular franchise concept and upon various
other factors;

e Synthetic royalties and master license fees from affiliated entities resulting from their use
of the Company’s intellectual property;

e Franchise sales fees generated from the sale of new franchise territories and the sale of
additional franchise territories to existing franchise owners;

e Sales of products and services to unrelated third parties;

e Advertising and promotional revenue represents marketing, advertising and promotional
(“MAP”) fund fees collected from existing franchise owners. These fees are typically a
percentage of each franchise owner’s gross sales and vary depending upon the particular
franchise concept and various other factors;

e Other revenue consists of incentives earned from services performed for unrelated third
parties and interest generated from notes receivable.

Typically, franchise agreements are granted to franchise owners for an initial term of ten years with
an option to renew. The respective franchisor’s obligations under franchise agreements consist of
providing a license of the applicable brand’s intellectual property, a list of approved suppliers,
certain training programs, an operations manual, and to maintain the MAP fund. These performance
obligations are highly interrelated, and we do not consider them to be individually distinct, and
therefore account for them as a single performance obligation, which collectively represent the
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Notes to Combined Financial Statements
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obligation to provide a license for the right to use our brand’s intellectual property. Revenue related
to franchise agreements is recognized on a straight-line basis over the term of the agreement, with
the exception of variable or sales-based royalties, MAP fund fees collected and revenue allocated
to goods and services and other variable fees which are recognized as the underlying sales occur
and performance obligations are satisfied.

In the event a franchise agreement is terminated, without a corresponding agreement executed by
the same franchise owner, any remaining deferred fees are recognized in the period of termination.

The Company periodically extends credit to entities for the purchase of franchises. These entities
are typically controlled by individuals who operate their businesses as an owner/manager.
Generally, the notes receivable are collateralized by the related franchise territory rights. The
Company also extends unsecured credit to its franchise owners for unpaid franchise service fees.
The Company places notes receivable on nonaccrual status when payment is ninety days past due,
and ceases to recognize revenue from interest on the note until such time as the note is no longer
past due. Interest on trade notes receivable is recorded as revenue when earned. Each entity’s
ability to perform is dependent upon the economic condition of the business. The Company
maintains ongoing credit evaluations of its franchise owners.

The Company adopted ASU 2016-13, Financial Instruments - Credit Losses, on January 1, 2023, which
was retroactively applied as of the first day of 2023, as further described below. This accounting
standard requires companies to measure expected credit losses on financial instruments based on
the total estimated amount to be collected over the lifetime of the instrument. Prior to the adoption
of this accounting standard, the Company recorded incurred loss reserves against receivable
balances based upon past loss experience, known and inherent risks in the accounts, adverse
situations that may affect a franchise owner’s ability to repay, and current economic conditions.

Expected credit losses for uncollectible receivable balances consider both current conditions and
reasonable and supportable forecasts of future conditions. Current conditions considered include
pre-defined aging criteria, as well as specified events that indicate the balance due is not
collectible. Reasonable and supportable forecasts used in determining the probability of future
collection consider publicly available macroeconomic data and whether future credit losses are
expected to differ from historical losses.

Franchise service fee revenues represent sales-based royalties that are related entirely to the
applicable franchisor’s performance obligation under the franchise agreement and are recognized
in the period in which the sales occur. Sales-based royalties are variable consideration related to
our performance obligations to the franchise owners to maintain the intellectual property being
licensed.

The right to collect marketing, advertising, and promotional (“MAP”) fees and the obligation to
maintain the MAP fund is assigned to the Manager by each SPV Franchisor, and the performance
obligation and fulfillment thereof resides with the Manager. The Manager’s obligation related to
these funds is to administer the MAP fund, keep unused MAP fees in segregated bank accounts and
use MAP fees for certain activities related to the marketing and promotion of the individual
businesses. We have determined we act as the principal in the transaction related to the MAP fund
contributions and expenditures. MAP fund contributions and expenditures are reported on a gross
basis in the accompanying Combined Statements of Operations and Comprehensive Income. As
noted above, we have concluded the advertising services provided to franchise owners are highly
interrelated with the franchise rights and not a distinct performance obligation; therefore, revenues
from MAP fund fees are recognized as advertising and promotion fund revenue when the related
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sales occur based on the application of the sales-based royalty exception within ASC 606, Revenue
from contracts with customers.

Revenues from product sales are recognized upon transfer of title, when delivered to the customer,
when the work is performed, or orders are shipped. Incentives earned are recognized as services
are performed.

Synthetic royalties from affiliated entities represent sales-based royalties that are related entirely
to our performance obligation under intellectual property license agreements with affiliated
entities and are recognized in the period in which the sales occur. These sales-based royalties are
variable consideration related to our performance obligations to affiliated entities to maintain the
intellectual property being licensed.

Master license and services fees from affiliated entities represent variable consideration in a series
for which our performance obligation is satisfied over time, as our intellectual property is
simultaneously accessed and benefits thereof consumed by affiliated entities.

Contract Balances

The contract liabilities which we classify as “deferred revenue” consist primarily of the unamortized
portion of initial franchise fees that are currently being amortized into revenue, amounts related
to pending agreements, or other deferred revenues not related to franchise agreements. Contract
deferred franchise revenue represents our remaining performance obligations to our franchise
owners, as we account for our highly interrelated obligations as a single performance obligation,
which collectively represent the obligation to provide a license for the right to use our brand’s
intellectual property excluding amounts of variable consideration related to sale-based royalties,
synthetic royalties, license fees and advertising. The other deferred revenues not related to the
franchise agreements are included in current deferred revenue.

The components of the change in deferred revenue are as follows:

For the years ended December 31, 2023 2022
Balance at beginning of period S 68,226 S 62,393
Fees received from franchise owners 47,447 24,518
Franchise sales revenue recognized (36,783) (13,642)
Contributed from Manager 4,386 -
Other deferred revenue recognized 531 (5,043)
Balance at end of period 83,807 68,226
Less: current portion 13,631 10,604
Deferred revenue, noncurrent S 70,176 S 57,622
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Revenue deferred as of December 31, 2022 and recognized in the year ended December 31, 2023
was $10,385. Revenue deferred as of December 31, 2021 and recognized in the year ended December
31, 2022 was $16,912.

As of December 31, 2023, the deferred revenue expected to be recognized for each of the next five
years, and in the aggregate, is as follows:

Years ending December 31,

2024 S 13,631
2025 11,053
2026 10,857
2027 10,547
2028 9,973
Thereafter 27,746

S 83,807

Direct, incremental selling expenses are reimbursed by the Company to the Manager. Such costs
paid when the franchise agreement is executed are recorded as a contract asset by the Company
and amortized over the life of the agreement consistent with the recognition of the deferred
revenue. Contract assets are included in current and non-current prepaid selling expenses in the
accompanying Combined Balance Sheets. For the year ended December 31, 2023, $23,590 of costs
were incurred and expense of $6,181 was recognized. For the year ended December 31, 2022,
$16,534 of costs were incurred and expense of $8,274 was recognized. The ending asset for deferred
contract costs as of December 31, 2023 was $49,414, of which $6,935 was current. The ending asset
for deferred contract costs as of December 31, 2022 was $32,005, of which $4,449 was current.

Advertising

The Company expenses advertising costs as incurred. Advertising expense was $13,353 for the year
ended December 31, 2023 and $9,033 for the year ended December 31, 2022. Advertising expense
is included in general and administrative expense in the accompanying Combined Statements of
Operations and Comprehensive Income.

Inventories

Inventories consist of products to be sold and are stated at the lower of cost (first-in, first-out
method) or net realizable value.

Property and Equipment

Property and equipment is stated at cost and is depreciated using the straight-line method over the
estimated useful lives of the respective assets which are generally as follows: machinery,
equipment, and vehicles (5-10 years); and software (3 years). Additions, renewals, and betterments
are capitalized; maintenance and repairs which do not extend the useful life of the asset are
expensed as incurred.

Management evaluates long-lived assets used in operations for impairment when indicators of
impairment are present. Impairment losses are recorded in the amount that carrying value exceeds
fair market value when the undiscounted cash flows estimated to be generated by those assets are
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less than the carrying amount of the assets. No impairment losses for property and equipment were
recorded for the years ended December 31, 2023 and December 31, 2022.

Goodwill

Goodwill represents the excess of the consideration transferred over the fair value of identifiable
net assets acquired. The Company tests goodwill annually for impairment, or earlier if events or
changes in circumstances indicate that impairment may exist. Management’s impairment tests are
generally performed as of October 1t annually. The Company’s current goodwill balance was
measured as of September 1, 2021, resulting from the acquisition of the Manager and pushdown
accounting election, based on the excess of consideration over the fair value of assets acquired.

The Company performed a qualitative assessment of its goodwill as of October 1, 2023 and
concluded it is not more likely than not that the fair value of its reporting unit is less than the
carrying amount and, as such, a quantitative impairment test was not considered necessary.
Management determined that there was no impairment of goodwill in the combined financial
statements.

Restatement

During 2023, we determined that our prior year goodwill impairment was overstated and the
goodwill balance was understated, resulting in an error in our previously issued financial statements
for the period ended December 31, 2022. The overstatement of impairment expense was the result
of concluding, in error, that reporting units in Assetco were the same as in the Manager. We have
instead concluded that Assetco is comprised of only one consolidated reporting unit, and based on
our quantitative impairment analysis performed as of December 31, 2022, we concluded that no
impairment existed at Assetco. We concluded that the effect of the error on the financial
statements of the prior period was material, and the correction to the prior year is reflected in the
accompanying financial statements.

As a result, we recorded a $25,937 adjustment to reduce Loss on impairment of goodwill and
increase Goodwill and Total assets by $25,937 in the combined balance sheet as of December 31,
2022. The correction also impacted the following financial statement line items in the related
financial statements: (i) increased Accumulated other comprehensive income/ (loss), Goodwill, and
Total assets by $2,264 and increased Total Member’s Equity and Total liabilities and member’s
equity by $28,201 in the combined balance sheet as of December 31, 2022; (ii) increased Net income
by $25,937, increased Foreign currency translation adjustment by $2,264 and increased
Comprehensive income by $28,201 in the combined statement of operations and comprehensive
income for the period ended December 31, 2022; (iii) increased Net income by $25,937, increased
Foreign currency translation adjustment by $2,264 and increased total Member’s equity balance by
$28,201 in the combined statements of changes in Member’s Equity for the period ended December
31, 2022; (iv) increased Net income by $25,937 and reduced loss on impairment of goodwill by the
same amount in the combined statement of cash flows for the period ended December 31, 2022;
and (v) reduced the goodwill impairment by $25,937, increased the Adjustment to goodwill for
unrealized gain/loss on foreign currency by $2,264, and increased the ending goodwill balance by
$28,201 as of December 31, 2022 in Note 4 to the combined financial statements.

Additionally, we recorded an immaterial correction of $800 in 2022 which impacted the following
financial statement line items in the related financial statements: (i) increased Trade accounts
receivable - net, Total current assets, Total assets, Accumulated earnings, Total Member’s Equity,
and Total liabilities and member’s equity by $800 in the combined balance sheet as of December
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31, 2022; (ii) increased Other revenue, Total revenues and income, Gross Profit, Net income and
Comprehensive income by $800 in the combined statement of operations and comprehensive income
for the period ended December 31, 2022; (iii) increased Net income and total Member’s equity
balance by $800 in the combined statements of changes in Member’s Equity for the period ended
December 31, 2022; (iv) increased Net income by $800 and reduced Trade accounts receivable by
the same amount in the combined statement of cash flows for the period ended December 31, 2022.

Intangible Assets

Intangible assets consist of tradenames, franchise relationships, national accounts, developed
technology, and domain name, and are stated at their acquisition-date fair value, less subsequent
amortization. The Company’s intangible assets are definite lived, other than domain name, which
is indefinite lived.

For definite lived intangible assets, when events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable, the Company evaluates the definite lived
intangible assets for impairment by comparing the carrying value to the anticipated future
undiscounted cash flows expected to be generated from the use of the intangible assets. If the
carrying amount is not recoverable, a loss is recorded in the amount the carrying value exceeds the
fair market value of the assets. The Company performed a qualitative assessment of its intangible
assets and determined that no indicators of impairment were present for definite lived intangible
assets.

Tradenames are amortized over their estimated useful life of 20 years, using the straight-line
method. Franchise relationships and national accounts relationships are amortized over their
estimated useful lives of 15 years, using the straight-line method. Software is amortized over its
estimated useful life of 3 years, using the straight-line method.

Domain names are stated at their acquisition-date fair value, and are not amortized, as their useful
lives are considered indefinite, but are subject to annual impairment testing. The Company
performed a qualitative assessment of its indefinite lived intangible assets as of October 1 in each
of 2023 and 2022 and concluded it is not more likely than not that the fair value of its domain names
is less than the carrying amount and, as such, a quantitative impairment test was not considered
necessary.

Fair Value of Financial Instruments and Non-Financial Assets

In accordance with FASB ASC 820, Fair Value Measurements, certain assets carried at fair value are
categorized based on the level of judgment associated with the inputs used to measure their fair
value. The standard establishes a hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value into three levels:

Level 1 - Inputs are unadjusted quoted market prices in active markets for identical assets or
liabilities at the measurement date.

Level 2 - Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date
for the duration of the instrument’s anticipated life.

Level 3 - Inputs are unobservable and therefore reflect management's best estimate of the
assumptions that market participants would use in pricing the asset or liability.
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The trade names, systems in place, and developed technology were valued using the relief from
royalty method and the franchise relationships and national account relationships were valued using
the multi-period excess earnings method in the periods acquired. The future projections and
estimates used for the valuations are considered Level 3 inputs.

Foreign Currency Translation

Combined entities that have a functional currency that differs from the Company’s reporting
currency include our foreign subsidiaries, which are in the UK Foreign currency denominated assets
and liabilities are translated using the exchange rates at the end of each reporting period. Results
of foreign operations are translated at the weighted average exchange rate for each reporting
period. Translation adjustments are included as a component of accumulated other comprehensive
income (loss) until realized. Where amounts denominated in a foreign currency are converted into
US dollars by remittance or repayment, the realized exchange differences are included in the
accompanying Combined Statements of Operations and Comprehensive Income, primarily in general
and administrative expense, and was immaterial in all periods presented.

Cash and Restricted Cash

Cash consists of cash held on deposit. Restricted cash includes securitized cash held on deposit in
Company accounts related to the Securitization Transaction.

Cash and restricted cash consists of the following:

As of December 31, 2023 2022
Cash S 3,171 S 2,381
Restricted Cash:

Whole business securitization 1,566 3,359
Total cash and restricted cash S 4,737 S 5,740

The Company maintains its cash in banks in which deposits may, from time to time, exceed federally
insured limits. The Company has not experienced any losses in such accounts and believes that it is
not exposed to any significant credit risks related to cash.

Recent Accounting Pronouncements

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. ASU 2016-13 amends the impairment model
by requiring entities to use a forward-looking approach based on expected losses to estimate credit
losses on certain types of financial instruments, including trade receivables. In November 2018, the
FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments - Credit
Losses (“ASU 2018-19”), which clarifies that receivables arising from operating leases are accounted
for using lease guidance and not as financial instruments. In April 2019, the FASB issued ASU No.
2019-04, Codification Improvements to Topic 326, Financial Instruments - Credit Losses, Topic 815,
Derivatives and Hedging, and Topic 825, Financial Instruments (“ASU 2019-04”), which clarifies the
treatment of certain credit losses. In May 2019, the FASB issued ASU No. 2019-05, Financial
Instruments - Credit Losses (Topic 326): Targeted Transition Relief (“ASU 2019-05"), which provides
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an option to irrevocably elect to measure certain individual financial assets at fair value instead of
amortized cost. In November 2019, the FASB issued ASU No. 2019-11, Codification Improvements to
Topic 326, Financial Instruments - Credit Losses (“ASU 2019-11"), which provides guidance around
how to report expected recoveries. ASU 2016-13, ASU 2018-19, ASU 2019-04, ASU 2019-05 and ASU
2019-11 (collectively, “ASC 326”) are effective for fiscal years beginning after December 15, 2022,
with early adoption permitted.

The Company adopted ASU 2016-13 using the modified retrospective adoption method on January
1, 2023, which was retroactively applied as of the first day of 2023. Upon adoption of this guidance,
the Company recognized a decrease to its allowance for credit losses of $0.5 million and a
corresponding adjustment to accumulated earnings/(loss).

2. Securitization Transactions

On March 25, 2021, the Manager, a Non-Securitization Entity, contributed to the Company through
a series of asset transfers to the Securitization Entities, substantially all of the US intellectual
property, including tradenames, franchise agreements, national account relationships and systems-
in-place and the UK tradenames. The Manager, certain Securitization Entities and the SPV
Franchisors entered into license agreements pursuant to which they granted, respectively, to
certain Non-Securitization Entities (i) a non-exclusive license to use and sublicense the
Securitization IP in connection with owning and operating certain company-owned store locations,
UK locations and Canadian locations and (ii) an exclusive license to use and sublicense the
Securitization IP in connection with other products and services.

The Company received a cash capital contribution in January 2022 of $102,000 which the Company
used to acquire $102,000 in intangible assets. Also in January 2022, the Company received a non-
cash capital contribution of $13,456, consisting of $10,862 in property and equipment, $2,082 in
intangible assets, and $512 in inventories. In March 2022, the Company received a non-cash
contribution of $1,214, consisting of $1,169 in property and equipment and $45 in inventories. In
December 2022, the Company received a non-cash contribution of $2,112 in intangible assets from
the Manager.

In January 2023, the Company received a non-cash contribution of $101,756, consisting of $99,349
in intangible assets, $3,600 in accounts receivable, $2,241 in property and equipment, $280 in
inventories, and an unearned revenue liability, net of prepaid selling expenses, of $3,714.

The contributions of the Securitization Assets are between entities under common control and are
recorded at book value as of the unaudited interim date. No gain or loss has been realized on the
transactions.

The Issuer is dependent on the Company for sufficient cash flows from their securitized operations
to service the Series 2021-1, Series 2022-1, and Series 2023-1 Senior Notes (see Note 3), remit
management fees to the Manager, and pay certain other ongoing costs related to the Securitization
Transaction.

3. Debt Guarantee

In conjunction with the Securitization Transaction, on March 25, 2021, the Issuer issued $800 million
Series 2021-1 3.584% Fixed Rate Senior Secured Notes (the “Series 2021-1 Senior Notes”). The Senior
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Notes have an anticipated repayment date of April 30, 2028, and a final maturity date of April 30,
2051. Scheduled principal payments of $2 million and interest are paid quarterly. As of December
31, 2023 and 2022, $780 million and $788 million, respectively, was outstanding on the Senior Notes.

On January 19, 2022, in connection with a second securitization, the Issuer, issued $410 million
Series 2022-1 3.695% Fixed Rate Senior Secured Notes (the “Series 2022-1 Senior Notes”) through a
second whole business securitization transaction (the “Second Securitization Transaction”). The
Series 2022-1 Senior Notes have an anticipated repayment date of January 30, 2029, and a final
maturity date of January 30, 2052. Scheduled principal payments of $1.03 million and interest are
paid quarterly. As of December 31, 2023 and 2022, respectively, $402.83 million and $406.93
million, was outstanding on the Series 2022-1 Senior Notes.

On February 3, 2023, in connection with a third securitization, the issuer, issued $275 million Series
2023-1 7.308% Fixed Rate Senior Secured Notes (the “Series 2023-1 Senior Notes”) through a third
whole business securitization transaction (the “Third Securitization Transaction”). The Series 2023-
1 Senior Notes have an anticipated repayment date of January 30, 2028, and a final maturity date
of January 30, 2053. Scheduled principal payments of $687.5 and interest are paid quarterly. As of
December 31, 2023, $272.94 million was outstanding on the Series 2023-1 Senior Notes.

The Series 2021-1 Senior Notes, the Series 2022-1 Senior Notes, the Series 2023-1 Senior Notes, the
Series 2021-1 Class A-1 Notes, the Series 2022-1 Class A-1 Notes, and the Series 2023-1 Class A-1
Notes described above issued in conjunction with the Securitization Transaction, the Second
Securitization Transaction, and the Third Securitization Transaction (together, the “Securitization
Transactions”) are secured by substantially all assets of the Securitization Entities and guaranteed
by the Securitization Entities, including the Company, each of which is a bankruptcy remote entity
and which owned substantially all of the Manager’s US intellectual property including tradenames,
franchise agreements, national account relationships and systems-in-place, as well as the UK
tradenames as of the date of issuance. The restrictions placed on the Issuer and its subsidiaries
require that interest and scheduled principal payments on the Senior Notes and Class A-1 Notes be
paid prior to any residual distributions to the Manager, and amounts are segregated weekly to ensure
appropriate funds are reserved to pay the quarterly interest and scheduled principal amounts due.
The amount of weekly cash flow that exceeds all expenses and obligations of the Issuer and its
subsidiaries is generally remitted to the Manager in the form of a distribution. The Manager also
receives a fee for the services it provides to the Securitization Entities that is senior to debt service.
The Securitization Transaction requires, among other things, maintenance of minimum debt-service
coverage ratio levels and additional incurrence of indebtedness and scheduled amortization
requirements are subject to compliance with maximum leverage ratio levels. As of December 31,
2023 and 2022, the Issuer was in compliance with all debt-service coverage covenants.

4. Intangible Assets and Goodwill

On March 25, 2021, intangible assets were contributed to the Company, along with certain dates
thereafter as discussed in Note 1. Each of the SPV Franchisors are wholly owned subsidiaries and
there was no change in ultimate ownership. Accordingly, there has been no change in control and
therefore the Company concluded that the guidance in ASC 805 Business Combinations was not
applicable. Intangible assets were recorded at the carrying value from the contributing entities on
the date of the contribution, as the entities are under common control. Upon the acquisition by KKR
(see Note 1), and the Company’s election to apply pushdown accounting, the intangible assets were
recorded at their acquisition-date fair values.
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Intangible assets as of December 31, 2023, consisted of the following:

Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 20 years S 968,512 §$ 107,087 861,425
Franchise relationships 15 years 551,918 85,051 466,867
National accounts 15 years 2,521 320 2,201
Customer relationships 5 years 11,573 2,480 9,093
Developed technology 3 years 702 418 284
Total definite-lived intangibles S 1,535,226 195,356 1,339,870
Gross Accumulated
Useful Life Amount Impairment Net Amount
Domain name Indefinite S 1,314 1,314
Total indefinite-lived intangibles S 1,314 § 1,314
Intangible assets as of December 31, 2022, consisted of the following:
Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 20 years S 886,322 S 57,733 828,589
Franchise relationships 15 years 542,800 48,249 494,551
National accounts 15 years 1,700 151 1,549
Developed technology 3 years 400 178 222
Total definite-lived intangibles S 1,431,222 106,311 1,324,911
Gross Accumulated
Useful Life Amount Impairment Net Amount
Domain name Indefinite S 1,314 1,314
Total indefinite-lived intangibles S 1,314 S 1,314
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Amortization expense was $92,198 for the year ended December 31, 2023. Amortization expense
was $81,265 for the year ended December 31, 2022.

Estimated amortization expense for the subsequent five years is as follows:

Years ending December 31,

2024 S 88,766
2025 87,976
2026 87,887
2027 87,061
2028 85,407
Thereafter 902,773

S 1,339,870
Goodwill

The Company has assigned goodwill to its reporting units based on fair valuation analysis completed
for the acquisition of the Manager by KKR.

The changes in the carrying amount of goodwill are as follows:

Balance as of December 31, 2021 S 1,739,192
Adjustment to goodwill for unrealized gain/loss on foreign currency (10,608)
Balance as of December 31, 2022 (Restated) S 1,728,584
Adjustment to goodwill for unrealized gain/loss on foreign currency 4,069
Balance as of December 31, 2023 S 1,732,653

5. Member’s Equity

Neighborly Assetco LLC (“the Limited Liability Company”) was formed pursuant to and in accordance
with the Delaware Limited Liability Company Act (6 Del.C. §18-101, et seq.), as amended from time
to time (the "Act").

The Limited Liability Company is governed by a Limited Liability Company Agreement in which
management of the Company is vested in the member (“the Member”), the Manager, who has all
powers, statutory or otherwise, possessed by members of a limited liability company under the laws
of the State of Delaware. The Member has the authority to bind the Company.

The Member may appoint officers of the Company and may revoke delegated authorities and duties
at any time by the Member.

The Limited Liability Company is capitalized with a single membership unit with a $1 per unit par
value.

22



Neighborly Assetco LLC and Subsidiaries

Notes to Combined Financial Statements
(5000’s)

Pursuant to the Management Agreement, excess cash collections after distributions to the Issuer for
quarterly interest and scheduled principal payments, expense reimbursements to the Manager and
payment of management fees, are distributed to the Manager, as discussed in Note 8. The Member’s
equity is the residual of equity contributions from the Manager and income earned from operations,
less distributions to the Issuer and Manager.

The Company shall dissolve, and its affairs be wound up upon the first to occur of the following: (i)
the written consent of the Member, (ii) the retirement, resignation or dissolution of the Member or
the occurrence of any other event which terminates the continued membership of the Member in
the Company unless the business of the Company is continued in a manner permitted by the Act, or
(iii) the entry of a decree of judicial dissolution under Section 18-802 of the Act.

6. Trade Notes Receivable

The Company periodically receives notes from the sale of new franchises. The rights to the related
franchise territory sold generally collateralize these notes. The Company also from time-to-time
receives notes for delinquent franchise service fees. Such notes, as of December 31, 2023 and 2022,
bear interest at rates typically ranging from 9% to 12% and generally require equal monthly
installments over a life of one to ten years. Initial trade notes receivable for the respective SPV
Franchisors were contributed to the Company as of March 31, 2021 by the Manager and subsequently
at various dates thereafter. As the contribution was between entities under common control, the
notes receivable transferred were recorded at their historical cost basis in the financial records of
the Manager.

A summary of trade notes receivable as of December 31 is as follows:
2023 2022

Amounts due within one year, net of allowance for credit
losses of $89 as of December, 31, 2023 and allowance for S 9,530 § 7,846
doubtful accounts of $166 as of December 31, 2022

Amounts due after one year, net of allowance for credit
losses of $474 as of December 31, 2023 and allowance for 15,221 17,884
doubtful accounts of $379 as of December 31, 2022

Total trade notes receivable, net S 24,751 ) 25,730
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An analysis of the changes in trade notes receivable is as follows:

For the years ended December 31, 2023 2022
Balance at beginning of period S 26,275 § 28,389
Notes receivable, contributed, net 1,652 -
Principal payments received (16,293) (13,699)
Notes issued 15,050 12,808
Net write-offs (1,370) (1,223)
Gross trade notes receivable, at end of period 25,314 26,275
Allowance for credit losses (563) -
Allowance for doubtful accounts - (545)
Net trade notes receivable, at end of period S 24,751 § 25,730
An analysis of the changes in the trade notes receivable allowance is as follows:
For the years ended December 31, 2023 2022
Allowance, beginning of period S 545 S 447
Provisions for bad debts 1,382 1,282
Net write-offs (1,364) (1,184)
Allowance, end of period $ 563 $ 545
Scheduled future maturities of trade notes receivable are as follows:
Years ending December 31,
2024 S 9,619
2025 4,795
2026 3,965
2027 2,882
2028 2,085
Thereafter 1,968
S 25,314

24



Neighborly Assetco LLC and Subsidiaries

Notes to Combined Financial Statements
(5000’s)

7. Property and Equipment

A summary of property and equipment as of December 31 is as follows:

2023 2022
Machinery and equipment S 6,303 § 5,523
Software 11,035 6,831
Vehicles 9,614 8,539
Total property and equipment 26,952 20,893
Less accumulated depreciation (8,173) (2,614)
Property and equipment - net S 18,779 S 18,279

Depreciation expense was $5,092 for the year ended December 31, 2023 and $1,656 for the year
ended December 31, 2022.

8. Related Party Transactions

The Company has material ongoing transactions with the Manager and other direct and indirect
subsidiaries of the Manager.

Related parties, some of which are outside the United States, pay the Company, or its subsidiaries,
a synthetic royalty or license fee for access to and use of their intellectual property, none of which
are denominated in a foreign currency. Synthetic royalties and master license fees from affiliated
entities were $28,705 for the year ended December 31, 2023, and $22,879 for the year ended
December 31, 2022.

As discussed in Note 2, the Securitized Entities entered into the Management Agreement with the
Manager to perform certain services on behalf of the Securitized Entities. In exchange for the
services, the Securitized Entities pay a management fee for each 12-month period equal to the sum
of (i) an annual base management fee of $8,000, plus (ii) a fee of $12.425 for every $100 of aggregate
total securitization revenues in the form of collections for the applicable period.

The Company incurred management fees of $44,075 for the year ending December 31, 2023, and
$37,264 for the year ending December 31, 2022.

Costs of products and services as well as advertising and promotion fund expenses are reimbursed
by the Company to the Manager.

Excess cash collections after distributions to the Issuer for quarterly interest and scheduled principal
payments, expense reimbursements to the Manager and payment of management fees, are
distributed to the Manager. Distributions were $265,744 for the year ended December 31, 2023, and
$202,999 for the year ended December 31, 2022.
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9. Contingencies

The Company is engaged in various legal proceedings incidental to its normal business activities.
Management has determined that it is not probable that the Company has incurred any loss
contingencies as defined in FASB ASC Topic 450, Contingencies. Accordingly, no liabilities have been
accrued for these matters as of December 31, 2023 and 2022.

Management believes that the outcome of such matters will not have a material effect on the
Company’s combined financial statements.

10. Subsequent Events

In preparation of its financial statements, the Company considered subsequent events through April
1, 2024, which was the date the Company’s financial statements were available to be issued.
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Report of Independent Auditors

To the Board of Directors and Stockholders of
Neighborly Assetco LLC and Subsidiaries

Opinion

We have audited the combined financial statements of Neighborly Assetco LLC and Subsidiaries (the
Company), which comprise the combined balance sheet as of December 31, 2022, and the related
combined statements of income, changes in member’s equity and cash flows for the year then ended,
and the related notes (collectively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company at December 31, 2022, and the results of its operations and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

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

Report of Other Auditors on 2021 Financial Statements

The financial statements of the Company for the year ended December 31, 2021 were audited by another
auditor who expressed an unmodified opinion on those financial statements on March 31, 2022.

Responsibilities of Management for the Financial Statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free of material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
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fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

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

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

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

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

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

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

észvt * MLL?

Dallas, Texas
April 1, 2023
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Neighborly Assetco LLC and Subsidiaries

Combined Balance Sheets

(5000’s)
As of December 31, 2022 2021
Assets
Current assets
Cash S 2,381 2,311
Restricted Cash 3,359 4,191
Trade accounts receivable - net 21,003 14,334
Trade notes receivable, current portion - net 7,846 8,115
Inventories 1,592 -
Prepaid selling expenses, current 4,449 3,158
Other current assets 1,644 413
Total current assets 42,274 32,522
Property and equipment - net 18,279
Prepaid selling expenses, less current portion 27,556 20,587
Trade notes receivable, less current portion - net 17,884 19,827
Intangible assets - net 1,326,225 1,313,560
Goodwill 1,700,383 1,739,192
Total assets $ 3,132,601 3,125,688
Liabilities and Member’s Equity
Current liabilities
Accrued liabilities $ 3,253 2,915
Deferred revenue, current 10,604 8,980
Total current liabilities 13,857 11,895
Deferred Revenue, less current portion 57,622 53,413
Contingencies (Note 9)
Member’s Equity
Additional paid-in equity S 2,944,568 3,030,896
Accumulated earnings 141,691 29,484
Accumulated other comprehensive income (loss) (25,137) -
Total Member’s Equity 3,061,122 3,060,380
Total liabilities and member’s equity S 3,132,601 3,125,688

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Combined Statements of Income

(5000’s)
September 1, March 26,
2021 2021
through through
Year ended December 31, August 31,
December 2021 2021
31, 2022 (Successor) (Predecessor)

Revenues and income

Franchise service fees S 152,248 $ 46,350 | S 64,679

Synthetic royalties and master license fees 22,879 4,482 8,958

Franchise sales fees 13,642 3,705 6,580

Sales of products and services 123,984 7,157 21,133

Advertising and promotional fund revenue 39,184 12,045 16,675

Other revenue 31,214 10,473 11,095
Total revenues and income 383,151 84,212 129,120
Cost of Sales

Products and services 62,493 4,934 11,372
Gross Profit 320,658 79,278 117,748
Selling expense 8,274 1,676 2,522
General and administrative expense 9,033 - -
Advertising and promotional fund expense 42,987 12,045 13,431
Depreciation and amortization 82,921 25,454 5,637
Management expenses 37,264 10,206 13,123
Loss on impairment of goodwill 25,937 - -
Bad debt expense 2,035 413 157
Net income S 112,207 S 29,484 | S 82,878
Other comprehensive income

Foreign currency translation adjustment (25,137)
Comprehensive income S 87,070 $ 29,484 | S 82,878

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Combined Statements of Changes in Member’s Equity
(5000’s)

Member’s
Equity
Balance - March 25, 2021
(Predecessor) S 756,709
Equity contribution 23,456
Distributions (68,875)
Net income 82,878
Balance - August 31, 2021
(Predecessor) S 794,168
Balance - September 1, 2021 (Successor) -
Equity contribution for acquisition of the Company 3,089,263
Distributions (58,367)
Net income 29,484
Balance - December 31, 2021
(Successor) S 3,060,380
Equity contribution 116,670
Distributions (202,999)
Net income 112,208
Foreign currency translation adjustment (25,137)
Balance - December 31, 2022 S 3,061,122

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Combined Statements of Cash Flows

(5000’s)
September 1,
2021
through March 26, 2021
Year ended December 31, through
December 31, 2021 August 31, 2021
2022 (Successor) (Predecessor)
Operating activities
Net income $ 112,208 $ 29,484 S 82,878
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 82,921 25,454 5,637
Loss on impairment of goodwill 25,937 - -
Bad debt expense 2,035 413 157
Notes received (12,808) (4,743) (6,283)
Collections of notes receivable 13,699 5,638 6,708
Changes in assets and liabilities:
Trade accounts receivable (7,383) (8) (8,163)
Inventories (1,035) - -
Prepaid selling expenses and other assets (9,491) (2,643) (7,933)
Accrued liabilities 338 (681) 3,596
Deferred revenue 5,832 5,911 (1,678)
Net cash provided by operating activities 212,253 58,825 74,919
Investing activities
Purchase of equipment and other assets (7,904) -
Purchase of intellectual property (104,112) -
Net cash provided by (used in) investing activities (112,016) -
Financing activities
Equity contribution 102,000 - -
Distributions paid (202,999) (58,367) (68,875)
Net cash used in financing activities (100,999) (58,367) (68,875)
Net increase in cash and restricted cash (762) 458 6,044
Cash and restricted cash - Beginning of period 6,502 6,044 -
Cash and restricted cash - End of period S 5,740 $ 6,502 S 6,044
Supplemental cash flow disclosures:
Non-cash contribution of equity $ 14,670 $ 3,089,263 S 23,456

See accompanying notes to combined financial statements.



Neighborly Assetco LLC and Subsidiaries

Notes to Combined Financial Statements
(5000’s)

1. Description of Business and Significant Accounting Policies
Organization and Description of Business

Neighborly Assetco LLC (“we”, “our” and the “Company”) is an infinite-lived single-member special
purpose Delaware limited liability company and was organized on November 13, 2020, with no
operations until March 25, 2021. The Company is a direct, wholly owned subsidiary of Neighborly
Issuer LLC (the “Issuer”), which is a special purpose Delaware limited liability company and a direct,
wholly owned subsidiary of Neighborly SPV Guarantor LLC (the “SPV Guarantor”), which is a special
purpose Delaware limited liability company that is an indirect, wholly owned subsidiary of
Neighborly Company (the “Manager”). All of the issued and outstanding limited liability company
interests of the Company are directly owned by the Issuer, upon an initial $1.00 capital contribution.
The Company is a bankruptcy remote entity and which owns substantially all of the US intellectual
property including trademarks, franchise agreements, national account relationships and systems-
in-place, as well as the United Kingdom (the “UK”) trademarks of the Manager. The Company
conducts transactions with affiliated parties under common control, and as such, results of
operations may not be indicative of operations on a stand-alone basis, without those transactions
with related parties. The Company has no employees and relies on the Manager for continued
operations.

As of March 25, 2021 the Company’s subsidiaries were comprised of a number of franchisors and
related supporting businesses operating in the United States (the “US”) and internationally and
include the following businesses: Aire Serv SPV LLC, Mr. Electric SPV LLC, The Grounds Guys SPV
LLC, Rainbow International SPV LLC, Glass Doctor SPV LLC, Mr. Appliance SPV LLC, Mr. Rooter SPV
LLC, Molly Maid SPV LLC, Mr. Handyman SPV LLC, Five Star Painting SPV LLC, Window Genie SPV
LLC, Real Property Management SPV LLC, Mosquito Joe SPV LLC, HouseMaster SPV LLC, Dryer Vent
Wizard SPV LLC, ShelfGenie SPV LLC and Precision Door Service SPV LLC (each an “SPV Franchisor”
and together the “SPV Franchisors”) and ProTradeNet SPV LLC, Back Office SPV LLC and G-O
Manufacturing SPV LLC (each a “Non-Franchisor SPV Entity” and together the “Non-Franchisor SPV
Entities”), each of which is a direct, wholly owned subsidiary of the Company.

In June 2021, the assets of Neighborly Services Solutions, a Non-Franchisor SPV entity, were
contributed to the Company.

In January 2022, the assets of Zorware SPV LLC, NBLY Co Ops CO SPV LLC, and Trench Right SPV LLC
were contributed to the Company and intangible assets were acquired by Pimlico SPV Limited, all
Non-Franchisor entities. In March 2022, additional assets of NBLY Co Ops CO SPV LLC as well as
assets of NBLY Co Ops AZ SPV, both Non-Franchisor entities, were contributed to the Company. In
December 2022, intangible assets of Greensleeves Limited were acquired by the Company.

The Company holds all the equity interests in the SPV Franchisors and the Non-Franchisor SPV
Entities, certain intellectual property, certain license agreements and certain vendor agreements.
Each SPV Franchisor holds the trademarks and the franchise agreements related to such brand and
any product supply agreements or vendor agreements related to such brand. The Non-Franchisor
SPV Entities hold certain trademarks, certain product supply agreements, certain vendor
agreements and the office service agreements.

The Company was formed in connection with a financing transaction (the “Securitization
Transaction”), which was completed on March 25, 2021 (see Note 2). On March 25, 2021, the
Manager, a Non-Securitization Entity, contributed to the Company through a series of asset transfers
to the SPV Guarantor, the Issuer, the Company and its subsidiaries (the “Securitization Entities”),
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Notes to Combined Financial Statements
(5000’s)

substantially all of its US intellectual property, including trademarks (the “Securitization IP”),
franchise agreements, national account relationships and systems-in-place and the UK trademarks
(collectively, the “Securitization Assets”). The Manager, certain Securitization Entities and the SPV
Franchisors entered into license agreements pursuant to which they granted, respectively, to
certain Non-Securitization Entities (i) a non-exclusive license to use and sublicense the
Securitization IP in connection with owning and operating the company-owned store locations, UK
locations and Canadian locations and (ii) an exclusive license to use and sublicense the Securitization
IP in connection with other products and services.

The contributions of the Securitization Assets are between entities under common control and are
recorded at book value. No gain or loss has been realized on the transactions.

On March 25, 2021, the Securitization Entities entered into the management agreement (the
“Management Agreement”) with the Manager to perform certain services on behalf of the
Securitization Entities, including, among other things, collecting franchisee payments, managing
the operations on behalf of the Securitization Entities, and performing certain franchising,
marketing, and operational and reporting services, as well as managing the intangible assets on
behalf of the Securitization Entities. In exchange for providing such services, the Manager will be
entitled to receive certain management fees on a weekly basis.

Basis of Presentation

The accompanying combined financial statements as of December 31, 2022 and December 31, 2021
include the accounts of the Company and its wholly owned subsidiaries. All significant intercompany
accounts and transactions have been eliminated in consolidation.

FASB ASC Topic 810-10, Consolidation, applies to certain entities in which equity investors do not
have the characteristics of a controlling financial interest or do not have sufficient equity at risk for
the entity to finance its activities without additional subordinated financial support. Such an entity
is referred to as a variable interest entity (“VIE”). FASB ASC Topic 810-10 requires the consolidation
of a VIE by its primary beneficiary. The primary beneficiary is the entity, if any, that has the
obligation to absorb losses or the right to receive benefits of the VIE that could potentially be
significant to the VIE, which is the Company and its subsidiaries.

The Company has determined that Neighborly Company, the Manager, is the primary beneficiary,
having both power and benefits, of the Securitization Entities. Accordingly, consolidation of the
Company and its subsidiaries (SPV Franchisors and Non-franchisor SPVs) is precluded, and as result,
combined financial statements are presented. All intercompany transactions have been eliminated.

Acquisition of the Manager

On June 29, 2021, Kohlberg Kravis and Roberts (“KKR”), and associated co-investors formed Nest
Bidco Inc. which, on September 1, 2021, purchased 100% of the shares of Balcones Holdco, Inc., the
parent company of Neighborly Company, from TDG Investment Holdings, LP. Nest Bidco Inc. is an
indirectly wholly owned subsidiary of Nest Holdings LP, which is the ultimate parent company of the
newly formed business. The transaction was effected to add Neighborly to KKR’s investment
portfolio, and allows Neighborly to gain access to KKR’s capital and resources. Consideration
consisted of $1,914,164 of cash to the sellers and equity rollover with a fair value of $227,829.

The Company elected to apply pushdown accounting as a result of change in ownership of the
Manager, and accordingly, the Company’s assets acquired and liabilities assumed were recorded at
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the acquisition-date fair values established by Nest Holdings LP, the acquirer, based on independent
valuation studies and management estimates of their fair value in accordance with Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 805, Business
Combinations, on September 1, 2021 (the “Date of Acquisition”). In accordance with ASC Topic 805,
the debt assumed in the transaction for which the Company is not the obligor has not been pushed
down to Company’s stand-alone financial statements. Resulting goodwill, measured as the residual
amount of consideration in excess of the fair value of net assets acquired, was allocated to the
Company on a relative fair value basis.

The acquisition-date fair value of identifiable net assets of the Company is as
follows:

Working capital S 5,436
Notes receivable 29,365
Trademarks 792,800
Franchise relationships 542,800
National account relationships 1,700
Developed technology 400
Goodwill 1,739,192
Other assets 18,374
Other liabilities (40,804)
Total S 3,089,263

The goodwill recognized is attributable to intangible assets not qualifying for separate recognition.

Throughout this document we refer to Successor and Predecessor. The term “Successor” refers to
the Company following the Date of Acquisition, and the term “Predecessor” refers to the Company
prior to the Date of Acquisition. As a result of the application of purchase accounting to this
transaction, the Company’s financial statements for the Successor Period are not comparable to the
Predecessor Periods, which is from March 26, 2021 through August 31, 2021.

Reclassifications

Certain reclassifications have been made to conform prior year balances to the current year
presentation. Collections of notes receivable have been included in operating activities in the
accompanying Consolidated Statements of Cash Flow, for both the Successor and Predecessor
periods. The components of member’s equity are presented. None of the reclassifications affected
our net loss in the prior year.

Use of Estimates

The preparation of combined financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the combined financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.
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Income Taxes

The Company is a single-member limited liability company for federal and state income tax purposes
with all income tax liabilities and/or benefits of the Company being passed through to the Manager.
As such, no recognition of federal or state income taxes will be provided for in the financial
statements of the Company.

Revenue Recognition
The Company’s primary sources of revenue are as follows:

e Franchise service fees from existing franchise owners based on a percentage of each
franchise owner’s gross sales. These fees generally range from 2% to 15% of the franchise
owner’s weekly sales, depending upon the particular franchise concept and upon various
other factors;

e Synthetic royalties and master license fees from affiliated entities resulting from their use
of the Company’s intellectual property;

e Franchise sales fees generated from the sale of new franchise territories and the sale of
additional franchise territories to existing franchise owners;

e Sales of products and services to unrelated third parties;

e Advertising and promotional revenue represents marketing, advertising and promotional
(“MAP”) fund fees collected from existing franchise owners. These fees are typically a
percentage of each franchise owner’s gross sales and vary depending upon the particular
franchise concept and various other factors;

e Other revenue consists of incentives earned from services performed for unrelated third
parties and interest generated from notes receivable.

Typically, franchise agreements are granted to franchise owners for an initial term of ten years with
an option to renew. The respective franchisor’s obligations under franchise agreements consist of
providing a license of the applicable brand’s intellectual property, a list of approved suppliers,
certain training programs, an operations manual, and to maintain the MAP fund. These performance
obligations are highly interrelated, and we do not consider them to be individually distinct, and
therefore account for them as a single performance obligation, which collectively represent the
obligation to provide a license for the right to use our brand’s intellectual property. Revenue related
to franchise agreements is recognized on a straight-line basis over the term of the agreement with
the exception of variable or sales-based royalties, MAP fund fees and revenue allocated to goods
and services which are recognized as the underlying sales occur.

In the event a franchise agreement is terminated, without a corresponding agreement executed by
the same franchise owner, any remaining deferred fees are recognized in the period of termination.

The Company periodically extends credit to entities for the purchase of franchises. These entities
are typically controlled by individuals who operate their businesses as an owner/manager.
Generally, the notes receivable are collateralized by the related franchise territory rights. The
Company also extends unsecured credit to its franchise owners for unpaid franchise service fees.
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The Company places notes receivable on nonaccrual status when payment is ninety days past due,
and ceases to recognize revenue from interest on the note until such time as the note is no longer
past due. Interest on trade notes receivable is recorded as revenue when earned. Each entity’s
ability to perform is dependent upon the economic condition of the business. The Company
maintains ongoing credit evaluations of its franchise owners. Allowances for doubtful trade accounts
receivable and trade notes receivable are provided based upon past loss experience, known and
inherent risks in the accounts, adverse situations that may affect a franchise owner’s ability to
repay, and current economic conditions.

Franchise service fee revenues represent sales-based royalties that are related entirely to the
applicable franchisor’s performance obligation under the franchise agreement and are recognized
in the period in which the sales occur. Sales-based royalties are variable consideration related to
our performance obligations to the franchise owners to maintain the intellectual property being
licensed.

The right to collect marketing, advertising, and promotional (“MAP”) fees and the obligation to
maintain the MAP fund is assigned to the Manager by each SPV Franchisor, and the performance
obligation and fulfillment thereof resides with the Manager. The Manager’s obligation related to
these funds is to administer the MAP fund, keep unused MAP fees in segregated bank accounts and
use MAP fees for certain activities related to the marketing and promotion of the individual
businesses. We have determined we act as the principal in the transaction related to the MAP fund
contributions and expenditures. MAP fund contributions and expenditures are reported on a gross
basis in the accompanying Combined Statements of Income. As noted above, we have concluded
the advertising services provided to franchise owners are highly interrelated with the franchise
rights and not a distinct performance obligation; therefore, revenues from MAP fund fees are
recognized as advertising and promotion fund revenue when the related sales occur based on the
application of the sales-based royalty exception within ASC 606, Revenue from contracts with
customers.

Revenues from product sales are recognized upon transfer of title, when delivered to the customer,
when the work is performed, or orders are shipped. Incentives earned are recognized as services
are performed.

Synthetic royalties from affiliated entities represent sales-based royalties that are related entirely
to our performance obligation under intellectual property license agreements with affiliated
entities and are recognized in the period in which the sales occur. These sales-based royalties are
variable consideration related to our performance obligations to affiliated entities to maintain the
intellectual property being licensed.

Master license and services fees from affiliated entities represent variable consideration in a series
for which our performance obligation is satisfied over time, as our intellectual property is
simultaneously accessed and benefits thereof consumed by affiliated entities.

Contract Balances

The contract liabilities which we classify as “deferred revenue” consist primarily of the unamortized
portion of initial franchise fees that are currently being amortized into revenue, amounts related
to pending agreements, or other deferred revenues not related to franchise agreements. Contract
deferred franchise revenue represents our remaining performance obligations to our franchise
owners, , as we account for our highly interrelated obligations as a single performance obligation,
which collectively represent the obligation to provide a license for the right to use our brand’s
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intellectual property excluding amounts of variable consideration related to sale-based royalties,
synthetic royalties, license fees and advertising. The other deferred revenues not related to the
franchise agreements are included in current deferred revenue.

During 2022, we determined that our prior year deferred revenue for MAP fund fees was overstated
and the associated revenue related to prior periods was understated, resulting in immaterial errors
in our previously issued financial statements. The overstatement of deferred revenue was the result
of concluding, in error, that the related performance obligation had not yet been fulfilled, and that
the revenue had not yet been earned. As a result, we have made certain corrections to adjust the
liability and associated revenue in the consolidated balance sheet as of December 31, 2021 and the
consolidated statement of income for the predecessor period from March 26, 2021 through August
31, 2021.

The cumulative effect of the adjustment to correct the misstatements in the financial statements
for years prior to 2022 totaled $8.5 million and is reflected as a $5.2 million reduction to equity
contributions and a $3.2 million increase to net income, in the predecessor period of our
Consolidated Statements of Changes in Member’s Equity. The correction is reflected as an $8.5
million decrease in deferred revenue - current, total current liabilities and total liabilities and
member’s equity on our Consolidated Balance Sheets at December 31, 2021, and as increased
advertising and promotional fund revenue, total revenues and operating income, gross profit, net
income and comprehensive income of $3.2 million in our Consolidated Statements of Income and
had no impact to our Consolidated Statements of Cash Flows in the predecessor period for 2021.

We concluded that the effect of the error on prior period financial statements was immaterial but
the effect of the correction is material to the current year consolidated financial statements. Prior
year misstatements which, if corrected in the current year, would materially misstate the current
year’s financial statements, must be corrected by adjusting prior year financial statements, even
though such correction previously was and continues to be immaterial to the prior year financial
statements. Correcting prior year financial statements for such immaterial misstatements does not
require previously issued reports to be amended as they continue to be materially accurate. Users
of our financial statements can continue to rely on the prior financial statements and the auditor’s
opinion thereon is not modified.
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The components of the change in deferred revenue are as follows:

September March 26,

1, 2021 2021 through

Year ended through August 31,

December December 2021

For the period 31, 2022 31, 2021

(Successor) (Predecessor)

Balance at beginning of period S 62,393 S 56,482 | S 51,315
MAP fund fees received from franchise 39,618 11,545 17,175

owners

MAP fund revenue recognized (39,618) (12,045) (16,675)
Fees received from franchise owners 24,518 9,616 20,224
Franchise sales revenue recognized (13,642) (3,705) (6,580)
Contributed from Manager - - 6,845
Other deferred revenue recognized (5,043) 500 (15,822)
Balance at end of period 68,226 62,393 56,482
Less: current portion 10,604 8,980 7,201
Deferred revenue, noncurrent S 57,622 S 53,413 | S 49,281

Revenue deferred as of December 31, 2021 and recognized in the year ended December 31, 2022
was $16,912. Revenue deferred as of August 31, 2021 and recognized in the period from September
1, 2021 through December 31, 2021 was $13,242. Revenue deferred as of March 25, 2021 and
recognized in the period from March 26, 2021 through August 31, 2021 (Predecessor) was $12,552.

As of December 31, 2022, the deferred revenue expected to be recognized for each of the next five
years, and in the aggregate, is as follows:

Years ending December 31,

2023 S 11,154
2024 9,278
2025 9,163
2026 8,959
2027 8,621
Thereafter 24,586

S 71,761

Direct, incremental selling expenses are reimbursed by the Company to the Manager. Such costs
paid when the franchise agreement is executed are recorded as a contract asset by the Company
and amortized over the life of the agreement consistent with the recognition of the deferred
revenue. Contract assets are included in current and non-current prepaid selling expenses in the
accompanying Combined Balance Sheets. For the year ended December 31, 2022, $16,534 of costs
were incurred and expense of $8,274 was recognized. For the period from September 1, 2021
through December 31, 2021 (Successor), $5,825 of costs were incurred and expense of $1,676 was
recognized. For the period from March 26, 2021 through August 31, 2021 (Predecessor), $8,852 of
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costs were incurred and expense of $2,522 was recognized. The ending asset for deferred contract
costs as of December 31, 2022 was $32,728, of which $4,566 was current. The ending asset for
deferred contract costs as of December 31, 2021 (Successor) was $23,745, of which $3,158 was
current.

Advertising

The Company expenses advertising costs as incurred. Advertising expense was $9,033 for the year
ended December 31, 2022 and none was incurred in the prior periods. Advertising expense is
included in general and administrative expense in the accompanying Consolidated Statements of
Operations and Comprehensive Income (Loss).

Inventories

Inventories consist of products to be sold and are stated at the lower of cost (first-in, first-out
method) or net realizable value.

Property and Equipment

Property and equipment is stated at cost and is depreciated using the straight-line method over the
estimated useful lives of the respective assets which are generally as follows: machinery,
equipment, and vehicles (5-10 years); and software (3 years). Additions, renewals, and betterments
are capitalized; maintenance and repairs which do not extend the useful life of the asset are
expensed as incurred.

Management evaluates long-lived assets used in operations for impairment when indicators of
impairment are present. Impairment losses are recorded in the amount that carrying value exceeds
fair market value when the undiscounted cash flows estimated to be generated by those assets are
less than the carrying amount of the assets. No impairment losses for property and equipment were
recorded for the year ended December 31, 2022, the periods from September 1, 2021 through
December 31, 2021 (Successor) or from March 26, 2021 through August 31, 2021 (Predecessor).

Goodwill

Goodwill represents the excess of the consideration transferred over the fair value of identifiable
net assets acquired. The Company tests goodwill annually for impairment, or earlier if events or
changes in circumstances indicate that impairment may exist. Management’s impairment tests are
generally performed as of October 1t annually. The Company’s current goodwill balance was
measured as of September 1, 2021, resulting from the acquisition of the Manager and pushdown
accounting election, based on the excess of consideration over the fair value of assets acquired.

The Company performed a qualitative assessment of its goodwill as of October 1, 2022 and
concluded that indicators of impairment existed for certain of its international brands, based on
trends in financial performance. Additionally, upon measurement using present value techniques,
the Company’s weighted average cost of capital increased, due to increasing interest rates,
combined with operating performance, unfavorably impacting the calculated fair value of those
reporting units. Accordingly, a goodwill impairment charge of $25,937 was recorded in 2022.
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Intangible Assets

Intangible assets consist of trademarks, franchise relationships, national accounts, developed
technology, and domain name, and are stated at their acquisition-date fair value, less subsequent
amortization. The Company’s intangible assets are definite lived, other than domain name, which
is indefinite lived.

For definite lived intangible assets, when events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable, the Company evaluates the definite lived
intangible assets for impairment by comparing the carrying value to the anticipated future
undiscounted cash flows expected to be generated from the use of the intangible assets. If the
carrying amount is not recoverable, a loss is recorded in the amount the carrying value exceeds the
fair market value of the assets. The Company performed a qualitative assessment of its intangible
assets and determined that no indicators of impairment were present for definite lived intangible
assets in either the Successor or Predecessor periods.

Successor Period

Trademarks are amortized over their estimated useful life of 20 years, using the straight-line
method. Franchise relationships and national accounts relationships are amortized over their
estimated useful lives of 15 years, using the straight-line method. Software is amortized over its
estimated useful life of 3 years, using the straight-line method.

Domain names are stated at their acquisition-date fair value, and are not amortized, as their useful
lives are considered indefinite, but are subject to annual impairment testing. The Company
performed a qualitative assessment of its indefinite lived intangible assets as of October 1 in each
of 2022 and 2021 and concluded it is not more likely than not that the fair value of its domain names
is less than the carrying amount and, as such, a quantitative impairment test was not considered
necessary.

Predecessor Period

Franchise relationships, national accounts relationships, and software are stated at their estimated
fair value at the date of acquisition, less subsequent amortization. National accounts relationships
were amortized over their estimated useful lives of 15 years using the straight-line method.
Franchise relationships were amortized over their estimated useful life of 10-15 years using the
straight-line method. Software was amortized over the estimated useful life of 3 years.

Trademarks, systems-in-place, and domain names were each stated at their estimated fair value at
the date of acquisition, and were not amortized, as their useful lives were considered indefinite,
but were subject to annual impairment testing. No impairment expense was recorded in the period
from March 26, 2021 through August 31, 2021 (Predecessor).

Fair Value of Financial Instruments and Non-Financial Assets
In accordance with FASB ASC 820, Fair Value Measurements, certain assets carried at fair value are
categorized based on the level of judgment associated with the inputs used to measure their fair

value. The standard establishes a hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value into three levels:
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Level 1 - Inputs are unadjusted quoted market prices in active markets for identical assets or
liabilities at the measurement date.

Level 2 - Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date
for the duration of the instrument’s anticipated life.

Level 3 - Inputs are unobservable and therefore reflect management’'s best estimate of the
assumptions that market participants would use in pricing the asset or liability.

The Company believes the carrying amounts of financial instruments as of December 31 of both
2022 and 2021, including cash, restricted cash, and accounts receivable, approximate their fair
values due to their short maturities. The Company's long-term trade notes receivable bear interest
at market rates. Thus, management believes their carrying amounts approximate fair value (Level
3).

The Company performs an annual impairment assessment over its goodwill and other indefinite lived
intangible assets, or more frequently as necessary if events and circumstances exist that indicate
than an impairment test should be performed. The trade names, systems in place, and developed
technology are valued using the relief from royalty method and the franchise relationships and
national account relationships are valued using the multi-period excess earnings method. The future
projections and estimates used for the valuations are considered Level 3 inputs.

Foreign Currency Translation

Consolidated entities that have a functional currency that differs from the Company’s reporting
currency include our foreign subsidiaries, which are in the UK Foreign currency denominated assets
and liabilities are translated using the exchange rates at the end of each reporting period. Results
of foreign operations are translated at the weighted average exchange rate for each reporting
period. Translation adjustments are included as a component of accumulated other comprehensive
income (loss) until realized. Where amounts denominated in a foreign currency are converted into
US dollars by remittance or repayment, the realized exchange differences are included in the
accompanying Consolidated Statements of Operations and Comprehensive Income (Loss), primarily
in general and administrative expense, and was immaterial in all periods presented.

Cash and Restricted Cash

Cash consists of cash held on deposit. Restricted cash includes securitized cash held on deposit in
Company accounts related to the Securitization Transaction.
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Cash and restricted cash consists of the following:

December 31, December 31,

As of 2022 2021
Cash S 2,381 S 2,311
Restricted Cash:

Whole business securitization 3,359 4,191
Total cash and restricted cash $ 5,740 S 6,502

The Company maintains its cash in banks in which deposits may, from time to time, exceed federally
insured limits. The Company has not experienced any losses in such accounts and believes that it is
not exposed to any significant credit risks related to cash.

Recent Accounting Pronouncements

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. ASU 2016-13 amends the impairment model
by requiring entities to use a forward-looking approach based on expected losses to estimate credit
losses on certain types of financial instruments, including trade receivables. In November 2018, the
FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments - Credit
Losses (“ASU 2018-19”), which clarifies that receivables arising from operating leases are accounted
for using lease guidance and not as financial instruments. In April 2019, the FASB issued ASU No.
2019-04, Codification Improvements to Topic 326, Financial Instruments - Credit Losses, Topic 815,
Derivatives and Hedging, and Topic 825, Financial Instruments (“ASU 2019-04”), which clarifies the
treatment of certain credit losses. In May 2019, the FASB issued ASU No. 2019-05, Financial
Instruments - Credit Losses (Topic 326): Targeted Transition Relief (“ASU 2019-05"), which provides
an option to irrevocably elect to measure certain individual financial assets at fair value instead of
amortized cost. In November 2019, the FASB issued ASU No. 2019-11, Codification Improvements to
Topic 326, Financial Instruments - Credit Losses (“ASU 2019-11"), which provides guidance around
how to report expected recoveries. ASU 2016-13, ASU 2018-19, ASU 2019-04, ASU 2019-05 and ASU
2019-11 (collectively, “ASC 326”) are effective for fiscal years beginning after December 15, 2022,
with early adoption permitted. The Company is currently evaluating the impact this guidance will
have on its consolidated financial statements.

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other, which simplifies
the test for goodwill impairment by removing the second step of the two-step impairment test. A
goodwill impairment will now be the amount by which a reporting unit’s carrying value exceeds its
fair value, not to exceed the carrying value of goodwill. All other goodwill impairment guidance will
remain largely unchanged. Entities will continue to have the option to perform a qualitative
assessment to determine if a quantitative impairment test is necessary. The same one-step
impairment test will be applied to goodwill at all reporting units, even those with zero or negative
carrying amounts. Entities will be required to disclose the amount of goodwill at reporting units
with zero or negative carrying amounts. For nonpublic entities, the standard is effective for annual
periods beginning after December 15, 2022 with early application permitted for tests performed
after January 1, 2017. The Company adopted ASU 2017-04 as of January 1, 2022 on a prospective
basis and the adoption resulted in no material impact on the consolidated financial statements or
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disclosures. The Company applied this guidance when measuring goodwill impairment in the current
year, which is discussed above.

2. Securitization Transactions

On March 25, 2021, the Manager, a Non-Securitization Entity, contributed to the Company through
a series of asset transfers to the Securitization Entities, substantially all of the US intellectual
property, including trademarks, franchise agreements, national account relationships and systems-
in-place and the UK trademarks. The Manager, certain Securitization Entities and the SPV
Franchisors entered into license agreements pursuant to which they granted, respectively, to
certain Non-Securitization Entities (i) a non-exclusive license to use and sublicense the
Securitization IP in connection with owning and operating the company-owned store locations, UK
locations and Canadian locations and (ii) an exclusive license to use and sublicense the Securitization
IP in connection with other products and services.

The Company received an initial non-cash capital contribution as of March 25, 2021 of $756,709,
consisting of $794,758 in intangible assets, and an unearned revenue liability, net of prepaid selling
expenses, of $38,049 from the Issuer. During the period from March 26, 2021 through August 31,
2021 (Predecessor), the Company received additional non-cash capital contributions of $23,456,
consisting of $4,457 in intangible assets, and $36,310 in accounts receivable and notes receivable,
along with unearned revenue liability of $6,845 from the Issuer.

The Company received a cash capital contribution in January 2022 of $102,000 which the Company
used to acquire $102,000 in intangible assets. Also in January 2022, the Company received a non-
cash capital contribution of $13,456, consisting of $10,862 in property and equipment, $2,082 in
intangible assets, and $512 in inventories. In March 2022, the Company received a non-cash
contribution of $1,214, consisting of $1,169 in property and equipment and $45 in inventories.

The contributions of the Securitization Assets are between entities under common control and are
recorded at book value. No gain or loss has been realized on the transactions.

The Issuer is dependent on the Company for sufficient cash flows from their securitized operations
to service the Series 2021-1 and Series 2022-1 Senior Notes (see Note 3), remit management fees to
the Manager, and pay certain other ongoing costs related to the Securitization Transaction.

3. Debt Guarantee

In conjunction with the Securitization Transaction, on March 25, 2021, the Issuer issued $800 million
Series 2021-1 3.584% Fixed Rate Senior Secured Notes (the “Senior Notes”). The Senior Notes have
an anticipated repayment date of April 30, 2028, and a final maturity date of April 30, 2051.
Scheduled principal payments of $2 million and interest are paid quarterly. As of December 31,
2022 and 2021, $788 million and $796 million, respectively, was outstanding on the Senior Notes.

On January 19, 2022, in connection with the Second Securitization, the Issuer, issued $410 million
Series 2022-1 3.695% Fixed Rate Senior Secured Notes (the “Series 2022-1 Senior Notes”) through a
second whole business securitization transaction. The Series 2022-1 Senior Notes have an
anticipated repayment date of January 30, 2029, and a final maturity date of January 30, 2052.
Scheduled principal payments of $1.03 million and interest are paid quarterly. As of December 31,
2022, $406.93 million was outstanding on the Series 2022-1 Senior Notes.
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The Senior Notes issued in conjunction with the Securitization Transaction and Second Securitization
are secured by substantially all assets of the Securitization Entities and guaranteed by the
Securitization Entities, including the Company. The restrictions placed on the Issuer and its
subsidiaries require that interest and scheduled principal payments on the Senior Notes be paid
prior to any residual distributions to the Manager, and amounts are segregated weekly to ensure
appropriate funds are reserved to pay the quarterly interest and scheduled principal amounts due.
The amount of weekly cash flow that exceeds all expenses and obligations of the Issuer and its
subsidiaries is generally remitted to the Manager in the form of a distribution. The Manager also
receives a fee for the services it provides to the Securitization Entities that is senior to debt service.
The Securitization Transaction requires, among other things, maintenance of minimum debt-service
coverage ratio levels and additional incurrence of indebtedness and scheduled amortization are
subject to compliance with maximum leverage ratio levels. As of December 31, 2022 and 2021, the
Issuer was in compliance with all debt-service coverage covenants.

4, Intangible Assets and Goodwill

As of March 25, 2021, intangible assets were contributed to the Company, along with certain dates
thereafter as discussed in Note 1. Each of the SPV Franchisors are wholly owned subsidiaries and
there was no change in ultimate ownership. Accordingly, there has been no change in control and
therefore the Company concluded that the guidance in ASC 805 Business Combinations was not
applicable. Intangible assets were recorded at the carrying value from the contributing entities on
the date of the contribution, as the entities are under common control. Upon the acquisition by KKR
(see Note 1), and the Company’s election to apply purchase accounting, the intangible assets were
recorded at their acquisition-date fair values.

Intangible assets as of December 31, 2022, consisted of the following:

Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 20 years S 886,322 §$ 57,733 §$ 828,589
Franchise relationships 15 years 542,800 48,249 494,551
National accounts 15 years 1,700 151 1,549
Developed Technology 3 years 400 178 222
Total definite-lived intangibles S 1,431,222 106,311 S 1,324,911
Gross Accumulated
Useful Life Amount Impairment Net Amount
Domain name Indefinite 1,314 - 1,314
Total indefinite-lived intangibles S 1,314 § - S 1,314

Amortization expense was $81,265 for the year ended December 31, 2022. Amortization expense
was $25,454 for the period from September 1, 2021 through December 31, 2021 (Successor) and was
$5,637 for the period from March 26, 2021 through August 31, 2021 (Predecessor).

Intangible assets as of December 31, 2021, consisted of the following:

Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 20 years S 792,800 S 13,213 § 779,587
Franchise relationships 15 years 542,800 12,091 530,709
National accounts 15 years 1,700 104 1,596
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Developed Technology 3 years 400 44 356
Total definite-lived intangibles S 1,337,700 25,454 § 1,312,246
Gross Accumulated
Useful Life Amount Impairment Net Amount
Domain name Indefinite 1,314 - 1,314
Total indefinite-lived intangibles S 1,314 S -5 1,314

Estimated amortization expense for the subsequent five years is as follows:

Years ending December 31,

2023 S 81,410
2024 81,382
2025 80,593
2026 80,593
2027 80,593
Thereafter 920,340

S 1,324,911
Goodwill

The Company has assigned goodwill to its reporting units based on fair valuation analysis completed
for the acquisition of the Manager by KKR.

The changes in the carrying amount of goodwill are as follows:

Balance as of March 25, 2021 (Predecessor) ) -
Goodwill allocated to the Company in connection with the acquisition 1,739,192
Balance as of December 31, 2021 (Successor) S 1,739,192
Adjustment to goodwill for unrealized gain/loss on foreign currency (12,872)
Goodwill impairment (25,937)
Balance as of December 31, 2022 S 1,700,383

5. Member’s Equity

Neighborly Assetco LLC (“the Limited Liability Company”) was formed pursuant to and in accordance
with the Delaware Limited Liability Company Act (6 Del.C. §18-101, et seq.), as amended from time
to time (the "Act").

The Limited Liability Company is governed by a Limited Liability Company Agreement in which
management of the Company is vested in the member (“the Member”), the Manager, who has all
powers, statutory or otherwise, possessed by members of a limited liability company under the laws
of the State of Delaware. The Member has the authority to bind the Company.
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The Member may appoint officers of the Company and may revoke delegated authorities and duties
at any time by the Member.

The Limited Liability Company is capitalized with a single membership unit with a $1 per unit par
value.

Pursuant to the Management Agreement, excess cash collections after distributions to the Issuer for
quarterly interest and scheduled principal payments, expense reimbursements to the Manager and
payment of management fees, are distributed to the Manager. The Member’s equity is the residual
of equity contributions from the Manager and income earned from operations, less distributions to
the Issuer and Manager.

The Company shall dissolve, and its affairs be wound up upon the first to occur of the following: (i)
the written consent of the Member, (ii) the retirement, resignation or dissolution of the Member or
the occurrence of any other event which terminates the continued membership of the Member in
the Company unless the business of the Company is continued in a manner permitted by the Act, or
(iii) the entry of a decree of judicial dissolution under Section 18-802 of the Act.

6. Trade Notes Receivable

The Company periodically receives notes from the sale of new franchises. The rights to the related
franchise territory sold generally collateralize these notes. The Company also from time-to-time
receives notes for delinquent franchise service fees. Such notes, as of December 31, 2022, bear
interest at rates typically ranging from 9% to 12% and generally require equal monthly installments
over a life of one to ten years. Initial trade notes receivable for the respective SPV Franchisors
were contributed to the Company as of March 31, 2021 by the Manager and subsequently at various
dates thereafter. As the contribution was between entities under common control, the notes
receivable transferred were recorded at their historical cost basis in the financial records of the
Manager.

A summary of trade notes receivable as of December 31 is as follows:

2022 2021

Amounts due within one year, net of allowance for doubtful

accounts of $166 as of December, 31, 2022 and $146 as of $ 7,846 8,115
December 31, 2022 S
Amounts due after one year, net of allowance for doubtful

accounts of $379 as of December 31, 2022 and $301 as of 17,884 19,827
December 31, 2021
Total trade notes receivable, net S 25,730 $ 27,942
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An analysis of the changes in trade notes receivable is as follows:

September

Year 1, 2021 March 26,

ended through | 2021 through

December December August 31,

31, 2022 31, 2021 2021

(Successor) | (Predecessor)

Balance at beginning of period S 28,389 $ - S -
Trade notes receivable from acquisitions - 29,364 -
Notes receivable, contributed, net - 30,111
Principal payments received (13,699) (5,638) (6,708)
Notes issued 12,808 4,743 6,283
Net write-offs (1,223) (80) (234)
Gross trade notes receivable, at end of period 26,275 28,389 29,452
Allowance for doubtful accounts (545) (447) (88)
Net trade notes receivable, at end of period S 25,730 $ 27,942 1S 29,364

An analysis of the changes in the trade notes receivable allowance for doubtful accounts is as

follows:
September 1,
Year ended 2021 through March 26, 2021
December 31, December through August
For the period 2022 31, 2021 31, 2021
(Successor) (Predecessor)
Allowance, beginning of period S 447 S - S -
Provisions for bad debts 1,282 447 88
Net write-offs (1,184) - -
Allowance, end of period ) 545 S 447 ) 88
Scheduled future maturities of trade notes receivable are as follows:
Years ending December 31,
2023 S 8,012
2024 5,215
2025 4,405
2026 3,429
2027 2,428
Thereafter 2,786
S 26,275
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7. Property and Equipment

A summary of property and equipment as of December 31 is as follows:

2022
Machinery and equipment S 5,523
Software 6,831
Vehicles 8,539
Total property and equipment 20,893
Less accumulated depreciation (2,614)
Property and equipment - net ) 18,279

Depreciation expense was $1,656 for the year ended December 31, 2022.

8. Related Party Transactions

The Company has material ongoing transactions with the Manager and other direct and indirect
subsidiaries of the Manager.

Related parties, some of which are outside the United States, pay the Company, or its subsidiaries,
a synthetic royalty or license fee for access to and use of their intellectual property, none of which
are denominated in a foreign currency. Synthetic royalties and master license fees from affiliated
entities were $22,879 from the year ended December 31, 2022, $4,482 from September 1, 2021 to
December 31, 2021 (Successor) and $8,958 from March 26, 2021 through August 31, 2021
(Predecessor).

As discussed in Note 2, the Securitized Entities entered into the Management Agreement with the
Manager to perform certain services on behalf of the Securitized Entities. In exchange for the
services, the Securitized Entities pay a management fee for each 12-month period equal to the sum
of (i) an annual base management fee of $8,000, plus (ii) a fee of $12.425 for every $100 of aggregate
total securitization revenues in the form of collections for the applicable period.

For the year ending December 31, 2022, the Company incurred management fees of $37,264. During
the period from September 1, 2021 through December 31, 2021 (Successor), the Company incurred
management fees of $10,206. During the period from March 26, 2021 through August 31, 2021
(Predecessor), the Company incurred management fees of $13,123.

Costs of products and services as well as advertising and promotion fund expenses are reimbursed
by the Company to the Manager.

Excess cash collections after distributions to the Issuer for quarterly interest and scheduled principal
payments, expense reimbursements to the Manager and payment of management fees, are
distributed to the Manager. Distributions were $202,999 for the year ended December 31, 2022.
Distributions were $58,367 during the period from September 1, 2021 through December 31, 2021
(Successor) and $68,875 during the period from March 26, 2021 through August 31, 2021
(Predecessor).

26



Neighborly Assetco LLC and Subsidiaries

Notes to Combined Financial Statements
(5000’s)

9. Contingencies

The Company is engaged in various legal proceedings incidental to its normal business activities.
Management has determined that it is not probable that the Company has incurred any loss
contingencies as defined in FASB ASC Topic 450, Contingencies. Accordingly, no liabilities have been
accrued for these matters as of December 31, 2022. Management believes that the outcome of such
matters will not have a material effect on the Company’s combined financial statements.

10. Subsequent Events

In preparation of its financial statements, the Company considered subsequent events through March
31, 2023, which was the date the Company’s financial statements were available to be issued.

Subsequent to the date of the financial statements, on February 3, 2023, the Issuer issued $275
million Series 2023-1 7.308% Fixed Rate Senior Secured Notes (the “Series 2023-1 Senior Notes”)
through a third whole business securitization transaction. The Series 2023-1 Senior Notes have an
anticipated repayment date of January 30, 2028, and a final maturity date of January 30, 2053.
Scheduled principal payments of $687.5 and interest are paid quarterly.

Additionally, that securitization transaction provided for a $125 million variable rate facility with a
maturity date of January 30, 2026 with two one-year extension options. Interest is paid quarterly
at the Secured Overnight Financing Rate (SOFR), plus 350 basis points. The securitization
transaction also provided for a $5.03 million variable rate Delayed Draw Class A-1-LR Senior Note,
with a final maturity date of January 30, 2053, which is only available for limited purposes and
cannot be drawn by Neighborly Issuer LLC. Interest on draws is paid weekly at a rate equal to Prime
plus 300 basis points. In connection with that securitization transaction, issued and undrawn letters
of credit increased to $16.95 million.

Also on January 1, 2023, and certain dates thereafter, the Manager contributed to the Securitization
Entities through a series of asset transfers to the SPV Guarantor, the Issuer, the Company and its
subsidiaries, substantially all of the intellectual property, as well as certain other assets and rights,
acquired in 2022 in the business combinations with Lawn Pride and Junk King. The Manager, certain
Securitization Entities and Non-Franchisor SPV Entities entered into a license agreement pursuant
to which they granted a non-exclusive license to use Securitization intellectual property in
connection with owning and operating company-owned locations in relation to Lawn Pride, Junk
King, and Greensleeves.

The Series 2023-1 Senior Notes issued in conjunction with the securitization transaction are secured
by substantially all assets of the Securitization Entities and guaranteed by the Securitization
Entities. Proceeds were distributed to the Manager’s parent company to extinguish debt incurred
by the parent to fund the Manager’s acquisitions.
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Independent Auditor’s Report

To the Board of Directors and Member of
Neighborly Assetco LLC and Subsidiaries
Waco, Texas

Opinion

We have audited the consolidated financial statement of Neighborly Assetco LLC and its
subsidiaries (the “Company”), which comprises the consolidated balance sheet as of March 25,
2021 and the related notes to the consolidated financial statement.

In our opinion, the accompanying consolidated financial statement presents fairly, in all material
respects, the financial position of the Company as of March 25, 2021 in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statement.

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the
audit.

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

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

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

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

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

BDO ush LLP

March 29, 2021
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As of March 25, 2021
Assets
Current assets

Prepaid selling expenses S 1,544
Total current assets 1,544
Prepaid selling expenses, less current portion 11,722
Intangible assets - net 794,758
Total assets S 808,024
Liabilities and Member’s Equity
Current liabilities

Deferred revenue S 6,163
Total current liabilities 6,163
Deferred Revenue, less current portion 45,152
Member’s equity 756,709
Total liabilities and member’s equity S 808,024

See accompanying notes to consolidated financial statements.
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1. Description of Business and Significant Accounting Policies
Organization and Description of Business

Neighborly Assetco LLC (“we”, “our” and the “Company”) is a single-member special purpose
Delaware limited liability company and was organized on November 13, 2020, with no operations
until March 25, 2021. The Company is a direct, wholly owned subsidiary of Neighborly Issuer LLC
(the “Issuer”), which is a special purpose Delaware limited liability company and a direct, wholly
owned subsidiary of Neighborly SPV Guarantor LLC (the “SPV Guarantor”), which is a special purpose
Delaware limited liability company that is an indirect, wholly owned subsidiary of Neighborly
Company (the “Manager”).

As of March 25, 2021 the Company’s subsidiaries were comprised of a number of franchisors and
related supporting businesses operating in the United States and internationally and include the
following businesses: Aire Serv SPV LLC, Mr. Electric SPV LLC, The Grounds Guys SPV LLC, Rainbow
International SPV LLC, Glass Doctor SPV LLC, Mr. Appliance SPV LLC, Mr. Rooter SPV LLC, Molly Maid
SPV LLC, Mr. Handyman SPV LLC, Five Star Painting SPV LLC, Window Genie SPV LLC, Real Property
Management SPV LLC, Mosquito Joe SPV LLC, HouseMaster SPV LLC, Dryer Vent Wizard SPV LLC,
ShelfGenie SPV LLC and Precision Door Service SPV LLC (each an “SPV Franchisor” and together the
“SPV Franchisors”) and ProTradeNet SPV LLC, Back Office SPV LLC and G-O Manufacturing SPV LLC
(each a “Non-Franchisor SPV Entity” and together the “Non-Franchisor SPV Entities”), each of which
is a direct, wholly owned subsidiary of the Company.

The Company holds all the equity interests in the SPV Franchisors and the Non-Franchisor SPV
Entities, certain intellectual property, certain license agreements and certain vendor agreements.
Each SPV Franchisor holds the trademarks and the franchise agreements related to such brand and
any product supply agreements or vendor agreements related to such brand. The Non-Franchisor
SPV Entities hold certain trademarks, certain product supply agreements, certain vendor
agreements and the office service agreements.

The Company was formed in connection with a financing transaction (the “Securitization
Transaction”), which was completed on March 25, 2021 (see Note 2). On March 25, 2021, the
Manager, a Non-Securitization Entity, contributed to the Company through a series of asset transfers
to the SPV Guarantor, the Issuer, the Company and its subsidiaries (the “Securitization Entities”),
substantially all of the U.S. intellectual property, including trademarks (the “Securitization IP”),
franchise agreements, national account relationships and systems-in-place and the U.K. trademarks
(collectively, the “Securitization Assets”). The Manager, certain Securitization Entities and the SPV
Franchisors entered into license agreements pursuant to which they granted, respectively, to
certain Non-Securitization Entities (i) a non-exclusive license to use and sublicense the
Securitization IP in connection with owning and operating the company-owned store locations, U.K.
locations and Canadian locations and (ii) an exclusive license to use and sublicense the Securitization
IP in connection with other products and services.

The balance sheet presented is as of the date of these initial capital contributions. The
contributions of the Securitization Assets are between entities under common control and are
recorded at book value. No gain or loss has been realized on the transactions.
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On March 25, 2021, the Securitization Entities entered into the management agreement (the
“Management Agreement”) with the Manager to perform certain services on behalf of the
Securitization Entities, including, among other things, collecting franchisee payments, managing
the operations on behalf of the Securitization Entities, and performing certain franchising,
marketing, and operational and reporting services, as well as managing the intangible assets on
behalf of the Securitization Entities. In exchange for providing such services, the Manager will be
entitled to receive certain management fees on a weekly basis.

COVID-19

On January 30, 2020, the World Health Organization (“WHO”) announced a global health emergency
because of a new strain of coronavirus originating in Wuhan, China (the “COVID-19 outbreak”) and
the risks to the international community as the virus spread globally beyond its point of origin. In
March 2020, the WHO classified the COVID-19 outbreak as a pandemic, based on the rapid increase
in exposure globally.

At the time of this report, the current pandemic of the novel coronavirus, or COVID-19, continues
to impact the areas in which we operate. Even though the majority of our brands have historically
been deemed to be providing “essential services” by the relevant state and local authorities, the
adverse economic effects of the COVID-19 outbreak could materially decrease demand for the
services offered by our franchise owners based on the restrictions in place by governments trying to
curb the outbreak and/or changes in consumer behavior.

Although many regions where the Company operates have since re-opened, and the essential service
designation of many of our brands, it is challenging to predict the financial performance in upcoming
reporting periods with reasonable accuracy due to the lack of visibility around the duration and
severity of the crisis and its dynamic changes. Management continues to actively monitor the global
situation on its financial condition, liquidity, operations, suppliers, industry, and workforce.

Basis of Accounting

The accompanying financial statement has been prepared on the accrual basis of accounting in
conformity with generally accepted accounting principles in the United States of America (“U.S.
GAAP”). This financial statement presents the opening balance of the accounts as of March 25,
2021, the date of operation commencement.

Principles of Consolidation

The accompanying consolidated financial statement as of March 25, 2021 includes the accounts of
the Company and its wholly owned subsidiaries. All significant intercompany accounts and
transactions have been eliminated in consolidation.

Consolidation of Variable Interest Entities

Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic
810-10, Consolidation, applies to certain entities in which equity investors do not have the
characteristics of a controlling financial interest or do not have sufficient equity at risk for the
entity to finance its activities without additional subordinated financial support. Such an entity is
referred to as a variable interest entity (“VIE”). FASB ASC Topic 810-10 requires the consolidation
of a VIE by its primary beneficiary. The primary beneficiary is the entity, if any, that has the
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obligation to absorb losses or the right to receive benefits of the VIE that could potentially be
significant to the VIE. The Company evaluates its franchise arrangements and has concluded that
it is not the primary beneficiary of any of its franchise owners.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the consolidated financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Income Taxes

The Company is a single-member limited liability company for federal and state income tax purposes
with all income tax liabilities and/or benefits of the Company being passed through to the Manager.
As such, no recognition of federal or state income taxes for the Company will be provided for in the
financial statements of the Company.

Revenue Recognition

The Company has adopted FASB Accounting Standards Update (“ASU”) 2014-09, Revenue from
Contracts with Customers (Topic 606) and all subsequent ASUs that modified Topic 606. The
guidance clarifies the principles used to recognize revenue for all entities and requires companies
to recognize revenue when it transfers goods or services to a customer in an amount that reflects
the consideration to which a company expects to be entitled.

The Company’s primary sources of revenue are as follows:

e Franchise service fees from existing franchise owners based on a percentage of each
franchise owner’s gross sales. These fees generally range from 2% to 15% of the franchise
owner’s weekly sales, depending upon the particular franchise concept and upon various
other factors;

¢ Franchise fees generated from the sale of new franchise territories and the sale of additional
franchise territories to existing franchise owners;

e Incentives earned from services performed for unrelated third parties;

e Synthetic royalties from affiliated entities resulting from their sales of products and services
to unrelated third parties;

e Upon the contribution of notes receivable to the Company, revenue will include interest
generated from notes receivable.

Typically, franchise agreements are granted to franchise owners for an initial term of ten years with
an option to renew. Our performance obligations under franchise agreements consist of providing
a license of our brand’s intellectual property, a list of approved suppliers, certain training programs,
and an operations manual. These performance obligations are highly interrelated, and we do not



Neighborly Assetco LLC and Subsidiaries

Notes to Consolidated Financial Statement
(5000’s)

consider them to be individually distinct, and therefore account for them under Topic 606 as a single
performance obligation. The right to collect marketing, advertising, and promotional (“MAP”) fees
and the obligation to maintain the MAP fund is assigned to the Manager by each Franchisor SPV, and
the performance obligation and fulfillment thereof resides with the Manager. Revenue related to
franchise agreements is recognized evenly over the term of the agreement with the exception of
variable or sales-based royalties and revenue allocated to goods and services distinct from the
franchise right.

In the event a franchise agreement is terminated, any remaining deferred fees are recognized in
the period of termination.

Franchise service fee revenues represent sales-based royalties that are related entirely to our
obligation under the franchise agreement and are recognized in the period in which the sales occur.
Sales-based royalties are variable consideration related to our performance obligations to our
franchise owners to maintain the intellectual property being licensed.

Synthetic royalties from affiliated entities are recognized in the period in which the product sales
are recognized within affiliated entities upon transfer of title, when the work is performed, or
orders are shipped. Incentives earned are recognized as services are performed.

Contract Balances

The contract liabilities which we classify as “deferred revenue” consist primarily of the unamortized
portion of initial franchise fees that are currently being amortized into revenue, amounts related
to pending agreements, or other deferred revenues not related to franchise agreements. Contract
deferred franchise revenue represents our remaining performance obligations to our franchise
owners, excluding amounts of variable consideration related to sale-based royalties and advertising.
Other deferred revenues not related to the franchise agreements are included in current deferred
revenue.

As of March 25, 2021, deferred revenue expected to be recognized for each of the next five years,
and in the aggregate, is as follows:

Years ending December 31,

2021 (remainder of year) S 4,747
2022 6,137
2023 6,059
2024 6,027
2025 5,941
Thereafter 22,404

S 51,315

Selling expenses paid when the franchise agreement is executed are recorded as a contract asset
and are amortized over the life of the agreement, consistent with the recognition of the deferred
revenue. Contract assets are included in prepaid selling expenses in the accompanying consolidated
balance sheet. The asset for deferred contract costs as of March 25, 2021 was $13,266, of which
$1,544 was current.
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Intangible Assets

Intangible assets consist of trademarks, systems-in-place, domain names, franchise relationships,
national accounts, and software. Franchise relationships, national accounts, and software are
stated at their estimated fair value at the date of acquisition, less amortization. National accounts
relationships and insurance company relationships are amortized over their estimated useful lives
of 15 years using the straight-line method. Franchise relationships are amortized over their
estimated useful life of 10-15 years using the straight-line method. Software is amortized over the
estimated useful life of 3 years. Trademarks, systems-in-place, and domain names, which are each
stated at their estimated fair value at the date of acquisition less any recognized impairment losses,
and trademarks acquired subsequent thereto, are not amortized, as their useful lives are considered
indefinite, but are subject to annual impairment testing in accordance with FASB ASC 350,
Intangibles - Goodwill and Other.

When events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable, the Company evaluates, for impairment, the carrying value of definite lived intangible
assets by comparing the carrying value to the anticipated future undiscounted cash flows expected
to be generated from the use of the intangible assets. If the carrying amount is not recoverable, a
loss is recorded in the amount the carrying value exceeds the fair market value of the assets.

Fair Value of Non-Financial Assets

In accordance with FASB ASC 820, Fair Value Measurements, certain assets are carried at fair value
and are categorized based on the level of judgment associated with the inputs used to measure
their fair value. The standard establishes a hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into three levels:

Level 1 - Inputs are unadjusted quoted market prices in active markets for identical assets or
liabilities at the measurement date.

Level 2 - Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date
for the duration of the instrument’s anticipated life.

Level 3 - Inputs are unobservable and therefore reflect management's best estimate of the
assumptions that market participants would use in pricing the asset or liability.

The Company’s non-financial assets measured at fair value on a non-recurring basis include other
intangible assets reported in connection with business combinations and impairment evaluations. If
the Company deems a quantitative impairment assessment necessary, other indefinite life
intangible assets are measured for impairment on an annual basis. The trade names and systems in
place are valued using the relief from royalty method and the franchise relationships and national
account relationships are valued using the multi-period excess earnings method. The future
projections and estimates used for the valuations are considered Level 3 inputs.

Recent Accounting Pronouncements
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. ASU 2016-13 amends the impairment model

by requiring entities to use a forward-looking approach based on expected losses to estimate credit
losses on certain types of financial instruments, including trade receivables. In November 2018, the
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FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments - Credit
Losses (“ASU 2018-19”), which clarifies that receivables arising from operating leases are accounted
for using lease guidance and not as financial instruments. In April 2019, the FASB issued ASU No.
2019-04, Codification Improvements to Topic 326, Financial Instruments - Credit Losses, Topic 815,
Derivatives and Hedging, and Topic 825, Financial Instruments (“ASU 2019-04"), which clarifies the
treatment of certain credit losses. In May 2019, the FASB issued ASU No. 2019-05, Financial
Instruments - Credit Losses (Topic 326): Targeted Transition Relief (“ASU 2019-05"), which provides
an option to irrevocably elect to measure certain individual financial assets at fair value instead of
amortized cost. In November 2019, the FASB issued ASU No. 2019-11, Codification Improvements
to Topic 326, Financial Instruments - Credit Losses (“ASU 2019-11”), which provides guidance around
how to report expected recoveries. ASU 2016-13, ASU 2018-19, ASU 2019-04, ASU 2019-05 and ASU
2019-11 (collectively, “ASC 326”) are effective for fiscal years beginning after December 15, 2022,
with early adoption permitted. The Company is currently evaluating the impact this guidance will
have on its consolidated financial statements.

2. Securitization Transaction

On March 25, 2021, the Manager, a Non-Securitization Entity, contributed to the Company through
a series of asset transfers to the Securitization Entities, substantially all of the U.S. intellectual
property, including trademarks (the “Securitization IP”), franchise agreements, national account
relationships and systems-in-place and the U.K. trademarks (collectively, the “Securitization
Assets”). The Manager, certain Securitization Entities and the SPV Franchisors entered into license
agreements pursuant to which they granted, respectively, to certain Non-Securitization Entities (i)
a non-exclusive license to use and sublicense the Securitization IP in connection with owning and
operating the company-owned store locations, U.K. locations and Canadian locations and (ii) an
exclusive license to use and sublicense the Securitization IP in connection with other products and
services.

The Company received an initial capital contribution of $756,709 consisting of $794,758 in intangible
assets, and an unearned revenue liability, net of prepaid selling expenses, of $38,049 (pursuant to
ASC 606) from the Issuer.

The contributions of the Securitization Assets are between entities under common control and are
recorded at book value. No gain or loss has been realized on the transactions.

On March 25, 2021, the Securitization Entities entered into the management agreement (the
“Management Agreement”) with the Manager to perform certain services on behalf of the
Securitization Entities, including, among other things, collecting franchisee payments, managing
the operations on behalf of the Securitization Entities, and performing certain franchising,
marketing, and operational and reporting services, as well as managing the intangible assets on
behalf of the Securitization Entities. In exchange for providing such services, the Manager will be
entitled to receive certain management fees on a weekly basis.

The Issuer is dependent on the Company for sufficient cash flows from their securitized operations

to service the Senior Notes (see Note 3), remit management fees to the Manager, and pay certain
other ongoing costs related to the Securitization Transaction.

12



Neighborly Assetco LLC and Subsidiaries
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3. Debt Guarantee

In conjunction with the Securitization Transaction, the Issuer issued $800 million Series 2021-1
3.584% Fixed Rate Senior Secured Notes (the “Senior Notes”). The Senior Notes have an anticipated
repayment date of April 30, 2028, and a final maturity date of April 30, 2051.

The Senior Notes issued in conjunction with the Securitization Transaction are secured by
substantially all assets of the Securitization Entities. The net proceeds from the Securitization
Transaction, after transaction expenses, were distributed to the Non-Securitization Entities to repay
substantially all of their outstanding indebtedness and to terminate all commitments thereunder.

4. Intangible Assets

As of March 25, 2021, intangible assets were contributed to the Company. Each of the SPV
Franchisors are wholly owned subsidiaries and there is no change in ultimate ownership.
Accordingly, there has been no change in control and therefore the Company concluded that the
guidance in ASC 805 Business Combinations was not applicable. As such, any assets and liabilities
contributed to the new companies were recorded at the carrying value from the contributing
entities on the date of the contribution. Any subsequent amortization of such assets will be
recorded on the SPV Franchisors financial statements.

Intangible assets as of March 25, 2021, consist of the following:

Gross Accumulated
Useful Life Amount Amortization Net Amount
Franchise relationships 15 years $ 154,017 $ -9 154,017
National accounts 15 years 6,351 - 6,351
Intangible software 3 years 1,992 - 1,992
Total definite-lived intangibles $ 162,360 $ - $ 162,360
Gross Accumulated
Useful Life Amount Impairment Net Amount
Trademarks Indefinite $ 529,554 §$ - S 529,554
Systems-in-place Indefinite 101,530 - 101,530
Domain name Indefinite 1,314 - 1,314
Total indefinite-lived intangibles $ 632,398 $ -5 632,398

Definite-lived intangible assets were recorded at the carrying value from the contributing entities
on the date of the contribution, as the entities are under common control. There has been no
amortization yet recorded for the Company, and accordingly, no accumulated amortization is
presented above.

Indefinite-lived intangible assets were recorded at the carrying value from the contributing entities

on the date of the contribution, as the entities are under common control. No impairment was
identified as of March 25, 2021.
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Estimated amortization expense for the subsequent five years is as follows:

Years ending December 31,

2021 (remainder of year) S 10,130
2022 13,507
2023 13,482
2024 12,773
2025 12,773
Thereafter 99,695

S 162,360

5. Related Party Transactions

Related parties, some of which are outside the United States, will pay the Company, or its
subsidiaries, a synthetic royalty for the use of their intellectual property, none of which will be
denominated in a foreign currency.

The Company is expected to have material ongoing transactions with the Manager and other direct
and indirect subsidiaries of the Manager.

As discussed in Note 2, the Securitized Entities entered into the Management Agreement with the
Manager to perform certain services on behalf of the Securitized Entities. In exchange for the
services, the Securitized Entities pay a management fee for each 12-month period equal to the sum
of (i) an annual base management fee of $8,000, plus (ii) a fee of $12.425 for every $100 of aggregate
total securitization revenues in the form of collections for the applicable period.

6. Subsequent Events

In preparation of its financial statement, the Company considered subsequent events through March
29, 2021, which was the date the Company’s financial statement was available to be issued.
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Ernst & Young LLP Tel: +1 214 969 8000
Suite 2000 Fax: +1 214 969 8586
2323 Victory Avenue ey.com

Dallas, Texas 75219

Building a better
working world

Report of Independent Auditors

To the Board of Directors and Stockholders of
Neighborly Company and Subsidiaries

Opinion

We have audited the consolidated financial statements of Neighborly Company and
subsidiaries (the Company), which comprise the consolidated balance sheets as of
December 31, 2023 and 2022, and the related consolidated statements of operations and
comprehensive income (loss), changes in stockholder’s equity and cash flows for the years
then ended, and the related notes (collectively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company at December 31, 2023 and 2022, and the results of its
operations and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

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

Auditor’'s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free of material misstatement, whether due to fraud or error, and to issue an

A member firm of Ernst & Young Global Limited
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auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with GAAS will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism
throughout the audit.

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

Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, no such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management,
as well as evaluate the overall presentation of the financial statements.
Conclude whether, in our judgment, there are conditions or events,
considered in the aggregate, that raise substantial doubt about the
Company’s ability to continue as a going concern for a reasonable period of
time.

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

Ganet + MLL?

Dallas, Texas
April 1, 2024

A member firm of Ernst & Young Global Limited
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Neighborly Company and Subsidiaries

Consolidated Balance Sheets

($000’s)

As of December 31, 2023 2022
Assets
Current assets
Cash S 43,416 S 55,741
Restricted cash 28,636 26,363
Trade accounts receivable - net 44,566 43,474
Trade notes receivable - current portion - net 9,777 8,461
Inventories 4,007 4,632
Income tax receivable 1,880 358
Prepaid selling expenses - current 3,959 3,143
Other current assets 2,839 8,898
Total current assets 139,080 151,070
Property and equipment - net 89,137 71,442
Operating lease right of use assets 27,227 27,904
Prepaid selling expenses - less current portion 19,104 16,882
Trade notes receivable - less current portion - net 15,894 19,893
Intangible assets - net 1,425,724 1,525,073
Goodwill 1,741,101 2,154,115
Other non-current assets 2,128 2,766
Total assets S 3,459,395 S 3,969,145




Neighborly Company and Subsidiaries

Consolidated Balance Sheets (continued)
(5000’s, except share and per share amounts)

As of December 31, 2023 2022

Liabilities and Stockholder’s Equity

Current liabilities

Trade accounts payable S 15,962 S 22,199
Accrued liabilities 56,589 62,940
Deferred revenue - current 17,760 15,688
Current portion of long-term debt 10,488 10,627
Current portion of operating lease liabilities 6,925 6,681
Current portion of finance lease obligations 4,426 2,659
Total current liabilities 112,150 120,794
Long-term debt - less current portion 1,451,356 1,175,523
Operating lease obligations - less current portion 21,302 22,141
Finance lease obligations - less current portion 10,187 4,053
Deferred tax liabilities 220,780 261,098
Deferred revenue - less current portion 73,850 64,676
Other non-current liabilities 1,696 1,971

Commitments and Contingencies (Notes 8 and 11)

Stockholder’s equity
Common stock-par value $0.01 per share; 100 shares
authorized, issued and outstanding - -
Additional paid-in capital 2,100,435 2,420,959

Accumulated deficit (489,405) (50,587)

Accumulated other comprehensive loss (42,956) (51,483)
Total stockholder’s equity 1,568,074 2,318,889
Total liabilities and stockholder’s equity S 3,459,395 S 3,969,145

See accompanying notes to consolidated financial statements



Neighborly Company and Subsidiaries

Consolidated Statements of Operations and Comprehensive Income (Loss)

($000’s)

For the years ended December 31, 2023 2022
Revenues and income

Franchise service fees S 194,731 § 176,281

Franchise sales fees 38,441 20,655

Sales of products and services 288,146 263,318

Advertising and promotional fund revenue 53,320 50,870

Other revenue 39,026 38,056
Total revenues and income 613,664 549,180
Cost of Sales

Products and services 169,627 154,815
Gross Profit 444,037 394,365
Selling expense 26,179 21,506
General and administrative expense 196,985 172,713
Advertising and promotional fund expense 58,124 54,235
Equity-based compensation expense 4,194 3,414
Depreciation and amortization 116,929 104,943
Management and board fees and expenses 4,638 5,207
Transaction costs - 3,067
Loss on impairment of goodwill and tradenames 428,286 51,454
Bad debt expense 2,812 2,398
Operating loss (394,110) (24,572)
Other expenses

Interest expense 68,756 45,552
Total other expenses 68,756 45,552
Net loss before income taxes (462,866) (70,124)
Income tax benefit (23,790) (34,378)
Net loss (439,076) (35,746)
Other comprehensive income/(loss)

Foreign currency translation adjustment, before tax 8,527 (45,261)

Income tax expense/ (benefit) related to items of 2,132 (11,315)

other comprehensive income/ (loss)

Other comprehensive income/(loss), net of tax 6,395 (33,946)

Comprehensive loss $ (432,681) § (69,692)

See accompanying notes to consolidated financial statements.



Neighborly Company and Subsidiaries

Consolidated Statements of Changes in Stockholder’s Equity
(5000’s, except share amounts)

Accumulated
Common Additional Other
Stock Paid - In Accumulated Comprehensive

Shares Amount Capital Deficit Income (Loss) Total
Balance - December 31, 2021 100 $ 2,576,318 (14,841) § (6,222) S 2,555,255
Distribution to parent (431,965) (431,965)
Equity contribution 241,794 241,794
Equity contribution for acquisitions 31,398 31,398
Equity-based compensation 3,414 3,414
Foreign currency translation adjustment (45,261) (45,261)
Net loss (35,746) - (35,746)
Balance - December 31, 2022 100 $ 2,420,959 $ (50,587) $ (51,483) $ 2,318,889
Adoption of accounting principle 258 258
Distribution to parent (324,718) (324,718)
Equity-based compensation 4,194 4,194
Foreign currency translation adjustment 8,527 8,527
Net loss (439,076) - (439,076)
Balance - December 31, 2023 100 $ 2,100,435 $ (489,405) $ (42,956) $ 1,568,074

See accompanying notes to consolidated financial statements.



Neighborly Company and Subsidiaries

Consolidated Statements of Cash Flows
($000’s)

For the years ended December 31, 2023 2022
Operating activities
Net loss ) (439,076) $ (35,746)
Adjustments to reconcile net loss to net cash provided by
operating activities:
Depreciation and amortization 116,929 104,943
Amortization of deferred financing costs 4,164 1,447
Loss on impairment of goodwill and tradenames 428,286 51,454
Bad debt expense 2,812 2,398
Notes received (15,243) (13,059)
Collections of notes receivable 16,605 13,965
Deferred income taxes (44,346) (44,898)
(Gain) loss on disposal of assets - (538)
Equity-based compensation 4,194 3,414
Changes in assets and liabilities, net of business acquisitions:
Trade accounts receivable (1,403) (11,523)
Inventories 626 (1,281)
Prepaid selling expenses and other assets 3,722 (3,903)
Trade accounts payable (6,249) 4,116
Accrued liabilities (8,512) 8,264
Other non-current liabilities (275) (203)
Income tax receivable (1,519) (1,530)
Change in operating lease assets and liabilities 3,535 2,347
Deferred revenue 11,246 6,045
Net cash provided by operating activities 75,496 85,712
Investing activities
Acquisitions, net of cash received - (254,373)
Purchase of property, equipment and other assets (27,931) (18,930)
Net cash used in investing activities (27,931) (273,303)
Financing activities
Equity contribution - 241,794
Distributions paid (324,718) (431,965)
Deferred financing costs paid (13,866) (9,380)
Proceeds from revolver 25,000 -
Payments on principal portion of finance lease liabilities (3,455) (1,773)
Payments on long-term borrowings (14,323) (11,679)
Proceeds from long-term borrowings 275,000 410,915
Net cash provided by/(used in) financing activities (56,362) 197,912
Effect of foreign currency translation on cash (1,255) (1,002)
Net increase (decrease) in cash and restricted cash (10,052) 9,319
Cash and restricted cash - Beginning of period 82,104 72,785
Cash and restricted cash - End of period 72,052 82,104
Supplemental cash flow disclosures:
Cash paid (refunds received) for income taxes S 15,829 § 3,734
Cash paid for interest S 60,258 $ 40,950
Non-cash equity contribution for acquisitions ) - S 31,398

See accompanying notes to consolidated financial statements.
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Neighborly Company and Subsidiaries

Notes to Consolidated Financial Statements
($000’s)

1. Organization and Description of Business

Organization and Description of Business
Neighborly Company and Subsidiaries (“we”, “our”, “Neighborly” and the “Company”) is a Delaware
corporation and is the parent company of a number of franchisors and related supporting businesses
operating in the United States (the “US”) and internationally which include the following companies:
Mr. Rooter, Rainbow International, Mr. Electric, Aire Serv, Mr. Appliance, Glass Doctor, Grounds
Guys, Molly Maid, Mr. Handyman, Five Star Painting, Mosquito Joe, Real Property Management,
Window Genie, HouseMaster, Dryer Vent Wizard, ShelfGenie, Precision Door Service, Restoration 1,
Junk King, Lawn Pride, ZorWare, Drain Doctor, Locatec, Countrywide, Bright and Beautiful, Dream
Doors, Greensleeves, and ProTradeNet.

In addition, the Company owns and operates non-franchisor entities as follows: Portland Glass,
which offers auto, home, and business glass repair and replacement through company owned stores
located in Maine, Vermont, and New Hampshire; Pimlico Plumbers, which offers repair and
maintenance services, concentrated in central London; Plumb Enterprises, which offers full
plumbing, drain and sewer cleaning services, excavation, and repairs to customers in Colorado; and
Lawn Pride, which offers lawn care and maintenance services through the application of fertilizer,
as well as pest control, in Indiana.

Acquisition of the Company

On June 29, 2021, Kohlberg Kravis and Roberts (“KKR”), and associated co-investors formed Nest
Bidco Inc. which, on September 1, 2021, purchased 100% of the shares of Balcones Holdco, Inc., the
parent company of Neighborly, from TDG Investment Holdings, LP. Nest Bidco Inc. is an indirectly
wholly owned subsidiary of Nest Holdings LP, which is the ultimate parent company of the newly
formed business. The transaction was effected to add Neighborly to KKR’s investment portfolio, and
allows Neighborly to gain access to KKR’s capital and resources.

Acquisitions
During 2023, the company made no acquisitions.

During 2022, the Company acquired Lawn Pride in August, Greensleeves in October and Junk King
in November, and repurchased three of its previously franchised Mr. Rooter territories in March,
each of which operates in the home services industry. The purchase price of the acquisitions of
$290,364, comprised of $258,870 of cash, consideration payable of $96, and $31,398 of rollover
equity, has been allocated to the assets acquired and liabilities assumed by the Company based on
independent valuation studies and management estimates of their fair value in accordance with
FASB ASC Topic 805, Business Combinations, on the date of acquisition. The Company acquired 100%
ownership of these entities, or acquired certain assets, to gain control and access to the intellectual
property of each.
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Neighborly Company and Subsidiaries

Notes to Consolidated Financial Statements
($000’s)

The total purchase price was allocated as follows:

Working capital S 4,326
Capital lease obligations (613)
Other long-term assets 2,507
Property and equipment 10,486
Tradenames 80,287
Developed technology 320
Franchise relationships 9,830
Franchise rights 5,400
Customer relationships 12,400
National accounts 830
Goodwill 168,868
Other long term debt (3,712)
Deferred tax liability (565)
Total consideration transferred S 290,364

For the period ending December 31, 2022, the goodwill recognized is attributable to intangible
assets not qualifying for separate recognition. The Company currently expects to be able to deduct
goodwill of $135,695 for tax purposes. Transaction costs totaling $3,067 were incurred at closing
and are included in the accompanying Consolidated Statements of Operations and Comprehensive
Income (Loss).

2. Summary of Significant Accounting Policies
Recent Accounting Pronouncements

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. ASU 2016-13 amends the impairment model
by requiring entities to use a forward-looking approach based on expected losses to estimate credit
losses on certain types of financial instruments, including trade receivables. In November 2018, the
FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments - Credit
Losses (“ASU 2018-19”), which clarifies that receivables arising from operating leases are accounted
for using lease guidance and not as financial instruments. In April 2019, the FASB issued ASU No.
2019-04, Codification Improvements to Topic 326, Financial Instruments - Credit Losses, Topic 815,
Derivatives and Hedging, and Topic 825, Financial Instruments (“ASU 2019-04”), which clarifies the
treatment of certain credit losses. In May 2019, the FASB issued ASU No. 2019-05, Financial
Instruments - Credit Losses (Topic 326): Targeted Transition Relief (“ASU 2019-05"), which provides
an option to irrevocably elect to measure certain individual financial assets at fair value instead of
amortized cost. In November 2019, the FASB issued ASU No. 2019-11, Codification Improvements to
Topic 326, Financial Instruments - Credit Losses (“ASU 2019-11"), which provides guidance around
how to report expected recoveries. ASU 2016-13, ASU 2018-19, ASU 2019-04, ASU 2019-05 and ASU
2019-11 (collectively, “ASC 326”) are effective for fiscal years beginning after December 15, 2022,
with early adoption permitted.

The Company adopted ASU 2016-13 using the modified retrospective adoption method on January
1, 2023, which was retroactively applied as of the first day of 2023. Upon adoption of this guidance,
the Company recognized a decrease to its allowance for credit losses of $0.2 million and a
corresponding adjustment to accumulated deficit, net of tax.
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Principles of Consolidation and Variable Interest Entities

The accompanying consolidated financial statements as of December 31, 2023 and 2022 include the
accounts of the Company and its wholly owned subsidiaries. All intercompany accounts and
transactions have been eliminated in consolidation.

FASB ASC Topic 810-10, Consolidation, applies to certain entities in which equity investors do not
have the characteristics of a controlling financial interest or do not have sufficient equity at risk for
the entity to finance its activities without additional subordinated financial support. Such an entity
is referred to as a variable interest entity (“VIE”). FASB ASC Topic 810-10 requires the consolidation
of a VIE by its primary beneficiary. The primary beneficiary is the entity, if any, that has the power
to direct activities of a VIE that most significantly impact the VIE’s economic performance and has
the obligation to absorb losses or the right to receive benefits of the VIE that could potentially be
significant to the VIE.

Neighborly Assetco LLC ("Assetco”) is a direct, wholly owned subsidiary of Neighborly Issuer LLC (the
“Issuer”), which is a special purpose Delaware limited liability company and a direct, wholly owned
subsidiary of Neighborly SPV Guarantor LLC (the “SPV Guarantor”), which is a special purpose
Delaware limited liability company that is an indirect, wholly owned subsidiary of Neighborly (the
“Manager").

Assetco’s subsidiaries are comprised of a number of franchisors and related supporting businesses
operating in the US and internationally and include the following businesses: Aire Serv SPV LLC, Mr.
Electric SPV LLC, The Grounds Guys SPV LLC, Rainbow International SPV LLC, Glass Doctor SPV LLC,
Mr. Appliance SPV LLC, Mr. Rooter SPV LLC, Molly Maid SPV LLC, Mr. Handyman SPV LLC, Five Star
Painting SPV LLC, Window Genie SPV LLC, Real Property Management SPV LLC, Mosquito Joe SPV
LLC, HouseMaster SPV LLC, Dryer Vent Wizard SPV LLC, ShelfGenie SPV LLC, Precision Door Service
SPV LLC, Junk King SPV LLC, and Lawn Pride SPV LLC (each an “SPV Franchisor” and together the
“SPV Franchisors”) and ProTradeNet SPV LLC, Neighborly Service Solutions SPV LLC, Back Office SPV
LLC, G-O Manufacturing SPV LLC, Zorware SPV LLC, NBLY Co Ops CO SPV LLC, NBLY Co Ops WA SPV
LLC, NBLY Co Ops AZ SPV LLC, NBLY Co Ops IN SPV LLC, Trench Right SPV LLC, Trench Right WA SPV
LLC, Dig Boss SPV LLC, NBLY Logistics SPV LLC, and Pimlico SPV Limited (each a “Non-Franchisor
SPV Entity” and together the “Non-Franchisor SPV Entities”), each of which is a direct, wholly owned
subsidiary of Assetco.

Assetco holds all the equity interests in the SPV Franchisors and the Non-Franchisor SPV Entities,
certain intellectual property, certain license agreements and certain vendor agreements. Each SPV
Franchisor holds the tradenames and the franchise agreements related to such brand and any
product supply agreements or vendor agreements related to such brand. The Non-Franchisor SPV
Entities hold certain tradenames, certain product supply agreements, certain vendor agreements
and the office service agreements.

Neighborly SPV Guarantor LLC, Neighborly Issuer LLC, and Neighborly Assetco LLC (collectively with
the SPV Franchisors and the Non-Franchisor SPV Entities are referred to as “Securitization Entities”)
were formed in connection with a financing transaction (the “Securitization Transaction”), which
was completed on March 25, 2021 and on subsequent dates thereafter (see Note 3).
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The Company has determined that the Securitization Entities qualify as VIE’s and that Neighborly is
the primary beneficiary, having both power and benefits, of the Securitization Entities and
accordingly, consolidation is concluded.

Reclassifications

Certain reclassifications have been made to conform prior year balances to the current year
presentation. Payments on principal of finance lease liabilities have been included in financing
activities in the accompanying Consolidated Statements of Cash Flow. None of the reclassifications
affected our net loss in the prior year.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the consolidated financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Revenue Recognition, Accounts Receivable, Notes Receivable, and Allowances
The Company’s primary sources of revenue are as follows:

e Franchise service fees from existing franchise owners based on a percentage of each
franchise owner’s gross sales. These fees generally range from 2% to 15% of the franchise
owner’s weekly sales, depending upon the particular franchise concept and upon various
other factors;

e Franchise sales fees generated from the sale of new franchise territories and the sale of
additional franchise territories to existing franchise owners;

e Sales of products and services to unrelated third parties;

e Advertising and promotional fund revenue represents marketing, advertising and
promotional (“MAP”) fund fees collected from existing franchise owners. These fees are
typically a percentage of each franchise owner’s gross sales and vary depending upon the
particular franchise concept and various other factors;

e Other revenue consists of incentives earned from services performed for unrelated third
parties and interest generated from notes receivable.

Typically, franchise agreements are granted to franchise owners for an initial term of ten years with
an option to renew. Our performance obligations under franchise agreements consist of providing a
license of our brand’s intellectual property, a list of approved suppliers, certain training programs,
an operations manual, and to maintain the MAP fund. These performance obligations are highly
interrelated and we do not consider them to be individually distinct, and therefore account for them
as a single performance obligation, which collectively represent the obligation to provide a license
for the right to use our brand’s intellectual property. Revenue related to franchise agreements is
recognized on a straight-line basis over the term of the agreement, with the exception of variable
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or sales-based royalties, MAP fund fees collected and revenue allocated to goods and services and
other variable fees which are recognized as the underlying sales occur and performance obligations
are satisfied.

In the event a franchise agreement is terminated, without a corresponding agreement executed by
the same franchise owner, any remaining deferred fees are recognized in the period of termination.

The Company periodically extends credit to entities for the purchase of franchises. These entities
are typically controlled by individuals who operate their businesses as an owner/manager.
Generally, the notes receivable are collateralized by the related franchise territory rights. The
Company also extends unsecured credit to its franchise owners for unpaid franchise service fees.
The Company places notes receivable on nonaccrual status when payment is ninety days past due,
and ceases to recognize revenue from interest on the note until such time as the note is no longer
past due. Interest on trade notes receivable is recorded as revenue when earned. Each entity’s
ability to perform is dependent upon the economic condition of the business. The Company
maintains ongoing credit evaluations of its franchise owners.

The Company adopted ASU 2016-13, Financial Instruments - Credit Losses, on January 1, 2023, which
was retroactively applied as of the first day of 2023, as further described above. This accounting
standard requires companies to measure expected credit losses on financial instruments based on
the total estimated amount to be collected over the lifetime of the instrument. Prior to the adoption
of this accounting standard, the Company recorded incurred loss reserves against receivable
balances based upon past loss experience, known and inherent risks in the accounts, adverse
situations that may affect a franchise owner’s ability to repay, and current economic conditions.

Expected credit losses for uncollectible receivable balances consider both current conditions and
reasonable and supportable forecasts of future conditions. Current conditions considered include
pre-defined aging criteria, as well as specified events that indicate the balance due is not
collectible. Reasonable and supportable forecasts used in determining the probability of future
collection consider publicly available macroeconomic data and whether future credit losses are
expected to differ from historical losses.

Franchise service fee revenues represent sales-based royalties that are related entirely to our
performance obligation under the franchise agreement and are recognized in the period in which
the sales occur. Sales-based royalties are variable consideration related to our performance
obligations to our franchise owners to maintain the intellectual property being licensed.

We have determined we act as the principal in the transaction related to the MAP fund contributions
and expenditures. MAP fund contributions and expenditures are reported on a gross basis in the
accompanying Consolidated Statements of Operations and Comprehensive Income (Loss). Our
obligation related to these funds is to administer the MAP fund, keep unused MAP fees in segregated
bank accounts and use MAP fees for certain activities related to the marketing and promotion of the
individual brands. As noted above, we have concluded the advertising services provided to franchise
owners are highly interrelated with the franchise rights and not a distinct performance obligation;
therefore, revenues from MAP fund fees are recognized as advertising and promotion fund revenue
when the related sales occur based on the application of the sales-based royalty exception within
ASC 606, Revenue from Contracts with Customers.
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Revenues from product sales are recognized upon transfer of title, when delivered to the customer,
when the work is performed, or orders are shipped. Incentives earned are recognized as services
are performed.

Contract Balances

The contract liabilities which we classify as “deferred revenue” consist primarily of the unamortized
portion of initial franchise fees that are currently being recognized into revenue, amounts related
to pending agreements, or other deferred revenues not related to franchise agreements. Contract
deferred franchise revenue represents our remaining performance obligations to our franchise
owners, as we account for our highly interrelated obligations as a single performance obligation,
which collectively represent the obligation to provide a license for the right to use our brand’s
intellectual property excluding amounts of variable consideration related to sale-based royalties
and advertising. The other deferred revenues not related to the franchise agreements are included
in current deferred revenue.

The components of the change in deferred revenue are as follows:

For the years ended December 31, 2023 2022
Balance at beginning of period S 80,364 S 72,091
Fees received from franchise owners 49,188 26,170
Franchise sales fee revenue recognized (38,441) (20,655)
Deferred revenue from acquisitions - 3,497
Other changes in deferred revenue 499 (739)
Balance at end of period 91,610 80,364
Less: current portion 17,760 15,688
Deferred revenue noncurrent S 73,850 S 64,676
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Revenue deferred as of December 31, 2022 and recognized in the period from January 1, 2023
through December 31, 2023 was $20,133. Revenue deferred as of December 31, 2021 and recognized
in the period from January 1, 2022 through December 31, 2022 was $12,893.

As of December 31, 2023, the deferred revenue expected to be recognized for each of the next five
years and in the aggregate is as follows:

Years ending December 31,

2024 S 17,760
2025 11,841
2026 11,538
2027 11,088
2028 10,370
Thereafter 29,013

S 91,610

Direct, incremental selling expenses incurred when the franchise agreement is executed are
recorded as a contract asset and amortized over the life of the agreement consistent with the
recognition of the deferred revenue. Contract assets are included in current and non-current
prepaid selling expenses in the accompanying Consolidated Balance Sheets. For the year ended
December 31, 2023, $8,883 of costs were paid and expense of $5,845 is included in general and
administrative expense in the accompanying Consolidated Statements of Operations and
Comprehensive Income (Loss). For the year ended December 31, 2022, $6,843 of costs were paid
and expense of $§5,584 was recognized. The ending asset for deferred contract costs as of December
31, 2023 was $23,063, of which $3,959 was current. The ending asset for deferred contract costs as
of December 31, 2022 was $20,025, of which $3,143 was current.

Advertising

The Company expenses advertising costs as incurred. Advertising expense was $28,772 for the year
ended December 31, 2023 and was $22,669 for the year ended December 31, 2022. Advertising
expense is included in general and administrative expense in the accompanying Consolidated
Statements of Operations and Comprehensive Income (Loss).

Inventories

Inventories consist of products to be sold and are stated at the lower of cost (first-in, first-out
method) or net realizable value.

Property and Equipment

With the exception of land, which is not depreciated, property and equipment is stated at cost and
is depreciated using the straight-line method over the estimated useful lives of the respective assets
which are generally as follows: buildings (30 years) and building improvements (5-10 years), capped
at the lease life for leasehold improvements; machinery, equipment, and vehicles (5-10 years);
furniture and fixtures (5 years); and hardware and software (3 years). Additions, renewals, and
betterments are capitalized; maintenance and repairs which do not extend the useful life of the
asset are expensed as incurred.
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Management evaluates long-lived assets used in operations for impairment when indicators of
impairment are present. Impairment losses are recorded in the amount that carrying value exceeds
fair market value when the undiscounted cash flows estimated to be generated by those assets are
less than the carrying amount of the assets. No impairment losses for property and equipment were
recorded for the year ended December 31, 2023.

Goodwill

Goodwill represents the excess of the consideration transferred over the fair value of the
identifiable net assets acquired. The Company tests goodwill annually for impairment, or earlier if
events or changes in circumstances indicate that impairment may exist. Management’s impairment
tests are generally performed as of October 1t annually. The Company’s current goodwill balance
resulted from the acquisition of the Company as of September 1, 2021, and from the Company’s
acquisitions in the successor period, as discussed in Note 1.

The Company performed a qualitative assessment of its goodwill as of October 1, 2023 and
concluded that indicators of impairment existed for certain of its reporting units, based on trends
in financial performance. Additionally, upon measurement using present value techniques including
the income approach and the market approach, the Company’s weighted average cost of capital
increased, due to increasing interest rates, combined with operating performance, unfavorably
impacting the calculated fair value of those reporting units. Accordingly, a goodwill impairment
charge of $417,591 was recorded in 2023.

Intangible Assets

Intangible assets consist of tradenames, franchise relationships, national accounts, insurance
company relationships, customer relationships, re-acquired franchise rights, developed technology,
copyrights, and domain name, and are stated at their estimated fair value as of the date of
acquisition, less subsequent amortization. The Company’s intangible assets are definite lived, other
than domain name, which is indefinite lived.

For definite lived intangible assets, when events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable, the Company evaluates the definite lived
intangible assets for impairment by comparing the carrying value to the anticipated future
undiscounted cash flows expected to be generated from the use of the intangible assets. If the
carrying amount is not recoverable, a loss is recorded in the amount the carrying value exceeds the
fair market value of the assets. Impairment expense of $10,695 was recorded in the year ended
December 31, 2023, and none was recorded in the year ended December 31, 2022.

Tradenames are amortized over their estimated useful life, which ranges from three years to 20
years, using the straight-line method. Franchise relationships, national accounts relationships, and
insurance company relationships are amortized over their estimated useful lives of 15 years, using
the straight-line method. Customer relationships are amortized over their estimated useful life of
three to 10 years, using the straight-line method. Reacquired franchise rights are amortized over
the remaining life of the reacquired agreements, between one to seven years, using the straight-
line method. Copyrights are amortized over their estimated useful life of five years, using the
straight-line method. Developed technology is amortized over their estimated useful life of three
years, using the straight-line method.
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Domain names are stated at their estimated fair value at the date of acquisition, and are not
amortized, as their useful lives are considered indefinite, but are subject to annual impairment
testing. The Company performed a qualitative assessment of its indefinite lived intangible assets as
of October 1, of 2023 and 2022 and concluded it is not more likely than not that the fair value of its
domain names is less than the carrying amount and, as such, a quantitative impairment test was
not considered necessary.

Income Taxes

Deferred tax assets and liabilities are recognized for the estimated future tax consequences
attributable to differences between the consolidated financial statement carrying amounts of assets
and liabilities and their respective tax basis. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in tax expense in the period that includes the enactment date.

The Company establishes valuation allowances in accordance with the provisions of FASB ASC Topic
740, Income Taxes. The Company reviews the adequacy of any valuation allowance and recognizes
tax benefits only when it is more likely than not that the benefits will be realized.

The Company measures, classifies, and discloses uncertain tax benefits in accordance with FASB
ASC Topic 740-10, Income Taxes-Overall. The Company has elected to classify interest and penalties
related to uncertain tax benefits as a component of income tax expense.

Equity-based Compensation

The Company accounts for equity-based compensation under FASB ASC Topic 718, Compensation-
Stock Compensation. This pronouncement requires the measurement of all equity-based payments
to employees using a fair-value-based method and the recording of such expense in the
accompanying Consolidated Statements of Operations and Comprehensive Income (Loss). The
Company participates in an equity-based employee compensation plan, which is described more
fully in Note 5.

Foreign Currency Translation

Consolidated entities that have a functional currency that differs from the Company’s reporting
currency include our foreign subsidiaries, which are in Canada, the United Kingdom (the “UK”),
Germany and Austria. Foreign currency denominated assets and liabilities are translated using the
exchange rates at the end of each reporting period. Results of foreign operations are translated at
the weighted average exchange rate for each reporting period. Translation adjustments are included
as a component of accumulated other comprehensive income (loss) until realized. Where amounts
denominated in a foreign currency are converted into US dollars by remittance or repayment, the
realized exchange differences are included in the accompanying Consolidated Statements of
Operations and Comprehensive Income (Loss), primarily in general and administrative expense, and
was immaterial in all periods presented.

Cash and Restricted Cash

The Company considers all cash and highly liquid investments purchased with an initial maturity of
three months or less to be cash or cash equivalents.

19



Neighborly Company and Subsidiaries

Notes to Consolidated Financial Statements
($000’s)

Cash consists primarily of cash on hand and cash on deposit. Restricted cash includes funds held for
the MAP funds and securitized cash held for principal and interest payments on deposit related to
the Securitization Transaction.

Cash and restricted cash as of December 31, consists of the following:

2023 2022

Cash S 43,416 S 55,741
Restricted Cash:

Whole business securitization 21,903 17,422

MAP funds 6,733 8,941

Total cash and restricted cash S 72,052 § 82,104

The Company maintains its cash in banks in which deposits may, from time to time, exceed federally
insured limits. The Company has not experienced any losses in such accounts and believes that it is
not exposed to any significant credit risks related to cash.

Fair Value of Financial Instruments and Non-financial Assets

In accordance with FASB ASC 820, Fair Value Measurements, certain assets and liabilities carried at
fair value are categorized based on the level of judgment associated with the inputs used to measure
their fair value. The standard establishes a hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into three levels:

Level 1 - Inputs are unadjusted quoted market prices in active markets for identical assets or
liabilities at the measurement date.

Level 2 - Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date
for the duration of the instrument’s anticipated life.

Level 3 - Inputs are unobservable and therefore reflect management's best estimate of the
assumptions that market participants would use in pricing the asset or liability.

The tradenames, systems in place, and developed technology were valued using the relief from
royalty method and the franchise relationships, customer relationships, national account
relationships, and insurance company relationships were valued using the multi-period excess
earnings method in the periods acquired, except for those tradenames remeasured in 2023 as a
result of impairment testing as discussed above. Rollover equity was valued using a combination of
Level 2 observable inputs including EBITDA multiples and public company comparables as well as
discounted cash flow analysis of future projections in the period issued. The future projections and
estimates used to fair value the assets acquired in acquisitions, as well as those used in our long-
lived asset impairment testing, are considered Level 3 inputs.

3. Debt Agreements

Through its wholly owned subsidiary, Neighborly Issuer LLC (the “Issuer”), the Company entered
into the Securitization Transaction which was completed on March 25, 2021. In conjunction with the
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Securitization Transaction, the Issuer issued $800 million Series 2021-1 3.584% Fixed Rate Senior
Secured Notes (the “Series 2021-1 Senior Notes”). The Series 2021-1 Senior Notes have an
anticipated repayment date of April 30, 2028, and a final maturity date of April 30, 2051. Scheduled
principal payments of $2 million and interest are paid quarterly. As of December 31, 2023, $780
million was outstanding on the Series 2021-1 Senior Notes. As of December 31, 2022, $788 million
was outstanding on the Series 2021-1 Senior Notes.

Additionally, the Securitization Transaction provided for a $10 million variable rate Delayed Draw
Class A-1-LR Senior Note (“Series 2021-1 Class A-1 Notes”), with a final maturity date of April 30,
2051, which is only available for limited purposes and may not be drawn by the Issuer. Interest on
draws is paid weekly at the Secured Overnight Financing Rate (SOFR) plus 300 basis points. As of
December 31, 2023, no borrowings had been made on the Series 2021-1 Class A-1 Notes.

The Securitization Transaction also provided for a $30 million variable rate Class A-1-VFN Senior
Note (the “2021 VFN facility”), with a maturity date of April 30, 2026, and two one-year extension
options. Interest on borrowings is paid quarterly at SOFR, plus 266 basis points. For the year ended
December 31, 2023, the Company had no borrowings on the facility. As of December 31, 2023,
issued and undrawn letters of credit under the VFN facility were $16.95 million. Undrawn letters of
credit under the VFN facility incur interest at a rate of 2.66%, which is payable quarterly. As of
December 31, 2023, availability on the VFN facility was $13.05 million, and no borrowings were
outstanding. As of December 31, 2022, issued and undrawn letters of credit under the VFN facility
were $11.47 million. As of December 31, 2022, availability on the VFN facility was $18.53 million,
and no borrowings were outstanding.

On January 19, 2022, the Company, through the Issuer, issued $410 million Series 2022-1 3.695%
Fixed Rate Senior Secured Notes (the “Series 2022-1 Senior Notes”) through a second whole business
securitization transaction (the “Second Securitization Transaction”). The Series 2022-1 Senior Notes
have an anticipated repayment date of January 30, 2029, and a final maturity date of January 30,
2052. Scheduled principal payments of $1.03 million and interest are paid quarterly. As of December
31, 2023, $402.83 million was outstanding on the Series 2022-1 Senior Notes. As of December 31,
2022, $406.93 million was outstanding on the Series 2022-1 Senior Notes.

Additionally, the Second Securitization Transaction provided for a $4 million variable rate Delayed
Draw Class A-1-LR Senior Note(the “Series 2022-1 Class A-1 Notes”), with a final maturity date of
January 30, 2052, which is only available for limited purposes and may not be drawn by the Issuer.
Interest on draws is paid weekly at a rate equal to Prime plus 300 basis points. As of December 31,
2023, no draws had been made on the Series 2022-1 Class A-1 Notes.

In connection with the Second Securitization Transaction, issued and undrawn letters of credit on
the 2021 VFN facility increased to $11.47 million as of January 19, 2022 from $7.3 million as of
December 31, 2021. In connection with the Third Securitization Transaction, issued and undrawn
letters of credit on the 2021 VFN facility increased to $16.95 million as of February 3, 2023 from
$11.47 million as of December 31, 2022.

In conjunction with the Second Securitization Transaction, $10,353 in transaction fees were
capitalized as deferred financing costs, to be amortized over the anticipated term of the notes using
the straight-line method, which material approximates the effective interest rate method. For the
years ended December 31, 2023 and 2022, respectively, a total of $1,510 and $1,447 of previously
capitalized deferred financing costs related to the Second Securitization Transaction were
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amortized to interest expense on the Consolidated Statements of Operations and Comprehensive
Income (Loss).

On February 3, 2023, the Company, through its indirect, wholly owned subsidiary, Neighborly Issuer
LLC, issued $275 million Series 2023-1 7.308% Fixed Rate Senior Secured Notes (the “Series 2023-1
Senior Notes”) through a third whole business securitization transaction (the “Third Securitization
Transaction”). The Series 2023-1 Senior Notes have an anticipated repayment date of January 30,
2028, and a final maturity date of January 30, 2053. Scheduled principal payments of $687.5 and
interest are paid quarterly. As of December 31, 2023, $272.94 million was outstanding on the Series
2023-1 Senior Notes.

Additionally, the Third Securitization Transaction provided for a $5.03 million variable rate Delayed
Draw Class A-1-LR Senior Note (the “Series 2023-1 Class A-1 Notes”), with a final maturity date of
January 30, 2053, which is only available for limited purposes and may not be drawn by the Issuer.
Interest on draws is paid weekly at a rate equal to SOFR plus 300 basis points. As of December 31,
2023, no draws had been made on the Series 2023-1 Class A-1 Notes.

The Third Securitization Transaction also provided for a $125 million variable rate Class A-1-VFN
Senior Note (the “2023 VFN facility”), with a maturity date of January 30, 2026, with two one-year
extension options. Interest on borrowings is paid quarterly at SOFR, plus 350 basis points. As of
December 31, 2023, borrowings outstanding on the 2023 VFN facility were $25 million, and
availability was $100 million.

In conjunction with the Third Securitization Transaction, $14,177 in transaction fees were
capitalized as deferred financing costs, to be amortized over the anticipated term of the notes using
the effective interest method. For the year ended December 31, 2023, a total of $2,654 of previously
capitalized deferred financing costs related to the Third Securitization Transaction were amortized
to interest expense on the Consolidated Statements of Operations and Comprehensive Income
(Loss).

The Series 2023-1 Senior Notes issued in conjunction with the securitization transaction are secured
by substantially all assets of the Securitization Entities and guaranteed by the Securitization
Entities. Proceeds were distributed to Neighborly’s parent company to extinguish debt incurred by
the parent to fund the Company’s acquisitions.

The Series 2021-1 Senior Notes, the Series 2022-1 Senior Notes, the Series 2023-1 Senior Notes, the
Series 2021-1 Class A-1 Notes, the Series 2022-1 Class A-1 Notes, the Series 2023-1 Class A-1 Notes,
and VFN facility described above issued in conjunction with the Securitization Transaction, the
Second Securitization Transaction, and the Third Securitization Transaction (together, the
“Securitization Transactions”) are secured by substantially all assets of Neighborly Issuer LLC and
the other Securitization Entities, and guaranteed by the Issuer and such Securitization Entities, each
of which is a bankruptcy remote entity and which owned substantially all of the Company’s US
intellectual property including tradenames, franchise agreements, national account relationships
and systems-in-place, as well as the UK tradenames as of the date of issuance. The restrictions
placed on the Issuer and its subsidiaries require that interest and scheduled principal payments on
the Series 2021-1 Senior Notes, Series 2022-1 Senior Notes, Series 2023-1 Senior Notes, the Series
2021-1 Class A-1 Notes, the Series 2022-1 Class A-1 Notes, and the Series 2023-1 Class A-1 Notes be
paid prior to any residual distributions to the Manager, and amounts are segregated weekly to ensure
appropriate funds are reserved to pay the quarterly interest and scheduled principal amounts due.
The amount of weekly cash flow that exceeds all expenses and obligations of the Issuer and its
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subsidiaries is generally remitted to the Manager in the form of a distribution. The Manager also
receives a fee for the services it provides to the Securitization Entities that is senior to debt service.
The Securitization Transactions require, among other things, maintenance of minimum debt-service
coverage ratio levels and additional incurrence of indebtedness and scheduled amortization
requirements are subject to compliance with maximum leverage ratio levels. As of December 31,
2023 and 2022, the Issuer was in compliance with all debt-service coverage covenants.

The Company's long-term debt and trade notes receivable bear interest at market rates. Thus,
management believes their carrying amounts approximate fair value.

Debt as of December 31, consists of the following:

2023 2022
Series 2021-1 Senior Notes S 780,000 S 788,000
Series 2022-1 Senior Notes 402,825 406,925
Series 2023-1 Senior Notes 272,938 -
Series 2021-1-VFN Senior Notes 25,000 -
Vehicle notes acquired - 131
Deferred financing costs - net (18,919) (8,906)
Total debt 1,461,844 1,186,150
Less current portion 10,488 10,627
Long-term debt S 1,451,356 § 1,175,523

Future maturities of long-term debt as of December 31, 2023, are as follows:

Years ending December 31,

2024 S 10,488
2025 10,532
2026 10,577
2027 10,621
2028 13,191
Thereafter 1,406,435

S 1,461,844
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4. Intangible Assets and Goodwill

Intangible assets as of December 31, 2023, consisted of the following:

Useful Gross Accumulated Accumulated
Life Amount Impairment Amortization Net Amount
Tradenames 3-20 years $ 1,001,190 $ 10,814 $ 111,600 $ 878,776
Franchise relationships 15 years 613,289 - 94,631 518,658
National accounts 15 years 3,138 424 2,714
Insurance company
relationships 15 years 2,300 358 1,942
Customer relationships  3-10 years 17,848 4,594 13,254
Franchise rights 1-7 years 12,200 3,495 8,705
Developed technology 3 years 720 - 436 284
Copyrights 5 years 143 - 66 77
Total definite-lived S 1,650,628 $ 10,814 § 215,604 $ 1,424,410
intangibles
Useful Gross Accumulated
Life Amount Impairment Net Amount
Domain name Indefinite $ 1,314 - S 1,314
Total indefinite-lived
intangibles S 1,314 § - S 1,314
Intangible assets as of December 31, 2022, consisted of the following:
Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 3-20 years 995,347 S 60,525 S 934,822
Franchise relationships 15 years 610,292 53,481 556,811
National accounts 15 years 3,121 213 2,908
Insurance company relationships 15 years 2,300 204 2,096
Customer relationships 3-10 years 17,583 1,512 16,071
Franchise rights 1-7 years 12,200 1,777 10,423
Developed technology 3 years 720 196 524
Copyrights 5 years 135 31 104
Total definite-lived intangibles 1,641,698 117,939 S 1,523,759
Gross Accumulated
Useful Life Amount Impairment Net Amount
Domain name Indefinite S 1,314 S 1,314
Total indefinite-lived intangibles S 1,314 § S 1,314
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Amortization expense was $96,710 for the year ended December 31, 2023 and $90,997 for the year
ended December 31, 2022. Estimated amortization expense for the subsequent five years is as
follows:

Years ending December 31,

2024 S 96,420
2025 95,598
2026 95,500
2027 94,654
2028 93,001
Thereafter 949,237

S 1,424,410
Goodwill

The Company has assigned goodwill to its reporting units based on fair valuation analysis completed
for the acquisition of the parent by KKR and from the Company’s acquisitions on September 15t 2021,
and with subsequent acquisitions, as discussed in Note 1.

The changes in the carrying amount of goodwill are as follows:

For the years ending December 31, 2023 2022

Balance at beginning of period S 2,154,115 S 2,069,311

Goodwill recorded from acquisitions - 168,868

Net goodwill adjustments from prior year acquisitions - (5,432)
Adjustment to goodwill for unrealized gain/loss on

foreign currency 4,577 (27,178)
Goodwill impairment (417,591) (51,454)
Balance at end of period S 1,741,101 S 2,154,115

5. Equity-based Compensation

In September 2021, Nest Management LP, a co-investor with KKR, created a profits interest plan
which provides for profits interest award grants of Nest Holdings LP and its subsidiaries. A total of
202,843,686 profits interests units were approved to be granted under the plan.

On October 27, 2021, and certain dates thereafter, Nest Management LP granted awards under the
plan. The profits interests are exercisable only to the extent they are vested, and do not expire.
Generally, vesting of a portion of the profits interests (50%) is subject to the passage of time; the
remaining (50%) vest based on achievement of defined financial criteria upon a liquidity event of
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the Company. Based on continuous employment, time-based profits interest units vest 20% annually,
for each of five years.

The Company accounts for equity-based compensation in accordance with ASC 718, Compensation-
Stock Compensation, which requires the fair value of equity-based payments to be recognized in
the consolidated statements as compensation expense over the requisite service period. For time-
based awards, compensation expense is recognized on a straight-line basis, net of forfeitures which
are recognized as they occur, over the requisite service period for awards that actually vest. For
performance-based awards, compensation expense is estimated based on achievement of
performance conditions and is recognized over the requisite service period for awards that actually
vest. Equity-based compensation expense is recorded in the equity-based compensation line in the
consolidated statements of operations.

The average grant date fair value of awards under the Nest Management LP profits interest plan
was determined using Monte-Carlo simulation, and was $0.36 per unit for awards in the year ended
December 31, 2023 and was $0.35 per unit for awards in the year ended December 31, 2022. As of
December 31, 2023 and 2022 no units were both vested and exercisable.

As of December 31, 2023, the weighted average remaining contractual life of outstanding time-
based awards is 3.2 years. As of December 31, 2022, the weighted average remaining contractual
life of outstanding time-based awards is 4.0 years. Equity-based compensation expense recorded
for the year ended December 31, 2023 was $4,194, and 2022 was $3,414. As of December 31, 2023,
unamortized stock compensation expense to be recognized in future years was $11,021.

Number of Underlying Units

Outstanding - December 31, 2021 122,030,131
Granted 22,750,879
Forfeited (6,535,051)
Redeemed .
Outstanding - December 31, 2022 138,245,959
Granted 16,124,890
Forfeited (32,158,970)
Redeemed -
Outstanding - December 31, 2023 122,211,879

Vested and Exercisable - December 31, 2023 -

6. Trade Notes Receivable

The Company periodically receives notes from the sale of new franchises. The rights to the related
franchise territory sold generally collateralize these notes. The Company also from time-to-time
receives notes for delinquent franchise service fees. Such notes, as of December 31, 2023 and 2022,
bear interest at rates typically ranging from 9% to 12% and generally require equal monthly
installments over a life of one to ten years.
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A summary of trade notes receivable as of December 31 is as follows:

2023 2022

Amounts due within one year, net of allowance for credit

losses of $117 as of December 31, 2023 and allowance for

doubtful accounts of $230 as of December 31, 2022 S 9,777 S 8,461
Amounts due after one year, net of allowance for credit losses

of $542 as of December 31, 2023 and allowance for doubtful

accounts $466 as of December 31, 2022 15,894 19,893

Total trade notes receivable, net S 25,671 S 28,354

An analysis of the changes in trade notes receivable is as follows:

For the years ending December 31, 2023 2022
Gross trade notes receivable, beginning of period ) 29,050 S 29,211
Trade notes receivable from acquisitions - 1,982
Principal payments received (16,605) (13,965)
Notes issued 15,243 13,059
Net write-offs (1,356) (1,178)
Foreign currency translation (2) (59)
Gross trade notes receivable, end of period 26,330 29,050
Allowance for credit losses (659) -
Allowance for doubtful accounts - (696)
Net trade notes receivable, end of period S 25,671 S 28,354
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An analysis of the changes in the trade notes receivable allowance is as follows:

For the years ending December 31, 2023 2022
Allowance, beginning of period 696 S 441
Provision for credit losses 1,303 -
Provision for bad debt - 1,413
Net write-offs (1,356) (1,178)
Foreign currency translation 16 20
Allowance, end of period 659 § 696
Scheduled future maturities of trade notes receivable are as follows:
Years ending December 31,
2024 S 9,894
2025 5,193
2026 4,125
2027 2,991
2028 2,146
Thereafter 1,981
S 26,330

7. Property and Equipment
A summary of property and equipment as of December 31 is as follows:

2023 2022
Land ) 1,720 §S 1,720
Building and improvements 31,157 32,536
Machinery and equipment 8,843 1,186
Hardware 6,519 4,616
Software 40,940 20,253
Furniture and fixtures 4,234 7,531
Vehicles 9,428 11,288
Vehicles under financing lease 19,028 7,940
Total property and equipment 121,869 87,070
Less accumulated depreciation (32,732) (15,628)
Property and equipment - net N 89,137 S 71,442
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Depreciation expense was $20,219 for the year ended December 31, 2023 and $13,946 for the year
ended December 31, 2022.

8. Leases

The Company’s primary operating lease commitments consist of leases for office and retail space
for its company-owned stores and corporate offices. The Company leases vehicles under financing
lease agreements expiring at various dates through 2027.

We adopted ASC 842 effective January 1, 2022 using the modified retrospective adoption method,
which resulted in no adjustment to opening retained earnings.

We utilized the modified retrospective option available in ASC 842, which allowed the continued
application of the legacy guidance in ASC 840, including disclosure requirements, in the comparative
periods presented in the year of adoption. The Company elected not to separate lease and non-
lease components for new and modified leases after the adoption date, and instead will account for
each separate lease component of a contract and its associated non-lease components as a single
lease component. The Company elected not to recognize a right-of-use asset and a lease liability
for leases with an initial term of twelve months or less.

We determine whether an agreement contains a lease at inception based on our right to obtain
substantially all of the economic benefits from the use of the identified asset and the right to direct
the use of the identified asset. Lease liabilities represent the present value of future lease
payments and the right-of-use (ROU) assets represent our right to use the underlying assets for the
respective lease terms.

The operating lease liability is measured as the present value of the unpaid lease payments and the
ROU asset is derived from the calculation of the operating lease liability. Other than for leased
vehicles, our leases do not generally provide an implicit rate and we use our incremental borrowing
rate as the discount rate to calculate the present value of lease payments. The incremental
borrowing rate represents an estimate of the interest rate that would be required to borrow over a
similar term, on a collateralized basis in a similar economic environment.

Rent escalations occurring during the term of the leases are included in the calculation of the future
minimum lease payments and the rent expense related to these leases is recognized on a straight-
line basis over the lease term. In addition to minimum lease payments, certain leases require
payment of a proportionate share of real estate taxes and certain building operating expenses
allocated on a percentage of sales in excess of a specified base. These variable lease costs are not
included in the measurement of the ROU asset or lease liability due to unpredictability of the
payment amount and are recorded as lease expense in the period incurred. The ROU asset is
adjusted to account for previously recorded lease-related expenses such as deferred rent and other
lease liabilities.
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The components of lease cost are as follows (in thousands):

For the vears ending December 31, 2023 2022
Operating lease cost S 7,855 S 7,406
Variable lease cost 272 365
Finance lease cost:
Amortization of right-of-use assets 5,079 2,635
Interest on lease obligations 720 290
Total lease cost S 13,926 S 10,696
The table below presents additional information related to the Company’s leases:
As of December 31, 2023 2022
Weighted average remaining lease term (in years):
Operating leases 5.2 5.6
Finance leases 3.2 2.7
Weighted average discount rate:
Operating leases 3.4% 3.1%
Finance leases 6.1% 6.0%
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Other information related to leases, including supplemental disclosures of cash flow information, is

as follows (in thousands):

For the years ending December 31, 2023 2022
Cash paid for amounts included in the measurement of lease
liabilities:
Operating cash flows from operating leases S 7,857 6,567
Operating cash flows from finance leases 572 184
Financing cash flows from finance leases 3,455 1,773
Right-of-use assets obtained in exchange for operating lease 2,620 8,507
liabilities
Maturities of lease liabilities are as follows as of December 31, 2023 (in thousands):
Operating Finance
Years ending December 31, leases leases Total
2024 S 7,795 5,051 12,846
2025 7,092 3,919 11,011
2026 5,031 4,953 9,985
2027 3,342 1,764 5,106
2028 2,611 465 3,075
Thereafter 5,435 - 5,435
Total lease payments S 31,306 $ 16,152 47,458
Less: Interest 3,079 1,539 4,618
Total lease liabilities S 28,227 S 14,613 42,840
Less: Current lease liabilities 6,925 4,426 11,351
Non-current lease liabilities S 21,302 § 10,187 31,489

Rent expense for operating leases was $7,855 for the year ended December 31, 2023. Total lease
cost was $13,926 for the year ended December 31, 2023, including finance lease costs and variable
lease costs. Rent expense for operating leases was $7,406 for the year ended December 31, 2022.
Total lease cost was $10,696 for the year ended December 31, 2022, including finance lease costs

and variable lease costs.
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9. Income Taxes
The provision for income taxes is as follows:
For the years ending December 31, 2023 2022
Current:
Federal ) 16,845 S 5,208
State 2,958 1,121
Foreign 766 4,191
Total current 20,569 10,520
Deferred:
Federal (32,983) (30,205)
State (5,619) (5,763)
Foreign (5,757) (8,930)
Total deferred (44,359) (44,898)
Total tax benefit S (23,790) S (34,378)

A reconciliation of the provision for income taxes at statutory rates to the provision for income
taxes at effective is as follows:

For the years ending December 31, 2023 2022

Federal income taxes at statutory rate S (97,180) (14,726)
State taxes (3,282) (3,758)
Permanent differences 77,266 10,304

Foreign currency adjustment 55 (2,473)
Tax rate change (258) (1,098)
Deferred balance true-up 1,653 (435)
Tradename sale to SPV (914) (22,187)
Payables true-up (1,130) (40)
Other - 35

Total tax benefit N (23,790) (34,378)
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The Company’s effective income tax rate is 5.14% for the year-ended December 31, 2023. The
Company’s effective income tax rate is 49.03% for the year-ended December 31, 2022. The
Company’s overall global effective income tax rate differs from the statutory US Federal income
tax rate of 21.00% due to state income taxes and the state income tax rate change applied to the
Company’s net US deferred tax liabilities, impairments of GAAP goodwill for which no deferred
income tax assets or liabilities are provided, as well as the US deferred income tax impact of the
purchase of the Pimlico tradename by a Non-Franchisor SPV Entity within the Securitization Entities
from a non-securitization entity, and true-ups to the beginning of the tax period accounts.

The components of deferred income tax assets and liabilities as of December 31 are as follows:

2023 2022
Deferred tax assets:
Accounts receivable allowance S 540 S 355
Accrued expenses 1,670 1,765
Notes receivable allowance 820 855
Net operating loss carryforwards 513 1,234
Interest expense limitation 32,083 18,462
Deferred revenue 13,850 13,084
Operating lease liability 6,569 7,912
Other 3,423 2,363
Total deferred tax assets 59,468 46,030
Deferred tax liabilities:
Prepaid expenses (562) (901)
Property and equipment (8,946) (5,284)
Intangible assets and goodwill (263,703) (293,005)
Interest rate swap (6) (6)
Operating lease right-of use assets (6,845) (7,696)
Other (186) (236)
Total deferred tax liabilities (280,248) (307,128)
Net deferred tax liabilities S (220,780) $ (261,098)

For the periods ended December 31, 2023 and 2022, no change was recorded for uncertain tax
provisions, and the balance was ($641). As of December 31, 2022, no interest or penalty has been
accrued or recognized by the Company related to ASC 740 Income Taxes.
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The Company reported net operating losses in the following jurisdictions as of December 31:

Jurisdiction 2023 2022 Expiration
US Federal ) - S - Indefinite
US State 17,085 15,371 Various
United Kingdom - - Indefinite
Germany - 1,462 Indefinite
Austria - 12 Indefinite
Canada 91 - 20 Years
Total S 17,176 S 16,845

The Company files a US consolidated federal income tax return for Nest Holdings, Inc. and
Subsidiaries which includes Neighborly Company. State returns are filed on either a separate
company or consolidated return basis. The company also files separate returns where required for
the various LLC entities. The Company’s subsidiaries file income tax returns in Canada, Germany,
the UK and Austria.

The Company files US state income tax returns in nearly every state in the US. Many of the state
return filings reflect net operating loss carryovers computed on a post-apportionment basis, while
several states compute operating loss carryovers on a pre-apportionment basis. The US state income
tax effect of the net operating loss carryforwards, net of federal income tax, amounted to $872 and
$810 at December 31, 2023 and 2022, respectively. The state net operating losses have varying
carryover periods. The Company expects to fully utilize all net operating loss carryovers prior to
expiration.

The Company has no current or pending US income tax examinations. US Federal income tax returns
for years ended December 31, 2020, August 31, 2021, December 31, 2021, and December 31, 2022
remain open for examination. State income tax returns remain open for similar years, and several
states having a longer statute remain open for examination. The Company has timely filed all
federal and state income tax returns. The Company underwent a federal income tax audit for the
year ended December 31, 2014. The audit was closed during June 2018 with no adjustments
reported.

The UK entities have no prior or pending income tax examinations with Her (now, His) Majesty’s
Revenue and Customs (“HMRC”), the UK’s tax, payments and customs authority. The UK corporation
income tax process is one of self-assessment. Following filing of the tax return, HMRC has a period
of (usually) 12 months in which to raise formal inquiries. These can range from simple information
requests to detailed technical challenges over treatments adopted in the tax return. HMRC has
made no requests. The UK December 31, 2022 corporate tax returns remain open for examination.
The UK entities have timely filed all corporate income tax returns.
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The German entities have no prior or pending income tax examinations with Bundeszentralamt fur
Steuern (“BZSt”), Germany’s federal tax office. The statute of limitations in Germany for
examination is four years from the end of the year in which the return was filed. The Germany
entities’ tax returns for years ended December 31, 2019 and forward remain open for examination.
The German entities have timely filed all corporate income tax returns.

As of December 31, 2019 (Predecessor), the Company maintained a valuation allowance of $2,009.
The valuation allowance represented a reserve against certain UK net deferred tax assets for which
the Company believed the “more likely than not” criterion for recognition purposes could not be
met. For the year ended December 31, 2020 (Predecessor), the Company recorded a valuation
allowance release with respect to these UK net deferred tax assets, on the basis of the Company’s
reassessment of the “more likely than not” criterion. As of each reporting date, the Company
considers new evidence, both positive and negative, that could affect its view of the future
realization of deferred tax assets. In the period from January 1, 2021 through August 31, 2021
(Predecessor) the Company began utilizing net operating losses in the UK tax jurisdiction and
continued to do so in the period from September 1, 2021 through December 31, 2021 (Successor).
The Company fully utilized all remaining net operating losses in the year ended December 31, 2022,
and no valuation allowance remains. The net operating losses comprised the majority of the UK net
deferred tax asset balance.

The US and foreign entities operate under transfer pricing agreements that control the pricing of
intercompany management services, interest and royalties.

The Company has both the intent and ability to reinvest foreign earnings, therefore deferred tax
liabilities have not been recorded on either unremitted earnings, components of other
comprehensive income, or applicable foreign withholding taxes.

10. Related Party Transactions

On September 1, 2021, a Monitoring Agreement was entered into with Kohlberg Kravis Roberts & Co
and Harvest Partners under which the Company will pay certain fees and expenses under the terms
of the Monitoring Agreement. For the period ending December 31, 2023, the Company recognized
fees and expenses of $4,638 which is included in board fees and expenses. For the period ending
December 31, 2022, the Company recognized fees and expenses of $5,747 of which $4,517 is
included in board fees and expenses and $1,230 in deferred debt issuance costs, which is a reduction
to long-term debt, in the accompanying Consolidated Statements of Operations and Comprehensive
Income (Loss).

11. Contingencies

The Company is engaged in various legal proceedings incidental to its normal business activities.
Management has determined that it is not probable that the Company has incurred any loss
contingencies as defined in FASB ASC Topic 450, Contingencies. Accordingly, no liabilities have been
accrued for these matters as of December 31, 2023 and 2022. Management believes that the
outcome of such matters will not have a material effect on the Company’s consolidated financial
statements.
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12. Employee Benefit Plan

The Company sponsors a 401(k) plan covering the majority of its employees. Plan participants may
contribute up to 70% (subject to Internal Revenue Service limitations) of their annual compensation
before taxes for investment in several specified alternatives. Employees are fully vested with
respect to their contributions. The Company may match a percentage of employee contributions as
determined at the discretion of the Board of Directors. Company contributions recognized totaled
$2,599 for the year ended December 31, 2023, and $2,261 for the year ended December 31, 2022.

13. Subsequent Events

In preparation of its financial statements, the Company considered subsequent events through April
1, 2024, which was the date the Company’s financial statements were available to be issued.
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One Victory Park Fax: +1 214 969 8587
Suite 2000 ey.com
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Report of Independent Auditors

To the Board of Directors and Stockholders of
Neighborly Company and Subsidiaries

Opinion

We have audited the consolidated financial statements of Neighborly Company and Subsidiaries (the
Company), which comprise the consolidated balance sheet as of December 31, 2022, and the related
consolidated statements of operations and comprehensive income (loss), changes in stockholder’s equity
and cash flows for the year then ended, and the related notes (collectively referred to as the “financial
statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company at December 31, 2022, and the results of its operations and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

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

Adoption of ASU No. 2016-02, Leases

As discussed in Notes 2 and 9 to the financial statements, the Company changed its method of
accounting for leases due to the adoption of Accounting Standards Update (ASU) No. 2016-02, Leases
(Topic 842) and related amendments in 2022. Our opinion is not modified with respect to this matter.

Other Matter

The financial statements of the Company for the year ended December 31, 2021 were audited by another
auditor who expressed an unmodified opinion on those financial statements on March 31, 2022.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue
as a going concern for one year after the date that the financial statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free of material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

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

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

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

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

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

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

St + MLL?

Dallas, Texas
April 1, 2023
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Neighborly Company and Subsidiaries

Consolidated Balance Sheets
($000’s)

As of December 31, 2022 2021
Assets
Current assets
Cash S 55,741 § 49,317
Restricted cash 26,363 23,468
Trade accounts receivable - net 43,474 32,423
Trade notes receivable - current portion - net 8,461 8,382
Inventories 4,632 2,985
Income tax receivable 358 -
Prepaid selling expenses - current 3,143 2,352
Other current assets 8,898 6,576
Total current assets 151,070 125,503
Property and equipment - net 71,442 53,546
Operating lease right of use assets 27,904 -
Prepaid selling expenses - less current portion 16,882 15,162
Trade notes receivable - less current portion - net 19,893 20,388
Intangible assets - net 1,525,073 1,529,112
Goodwill 2,154,115 2,069,311
Other non-current assets 2,766 3,657
Total assets S 3,969,145 S 3,816,679




Neighborly Company and Subsidiaries

Consolidated Balance Sheets (continued)
(5000’s, except share and per share amounts)

As of December 31, 2022 2021

Liabilities and Stockholder’s Equity

Current liabilities

Trade accounts payable S 22,199 § 17,466
Accrued liabilities 62,940 50,905
Deferred revenue - current 15,688 14,500
Income tax payable - 1,942
Current portion of long-term debt 10,627 8,000
Current portion of operating lease liabilities 6,681 -
Current portion of finance lease obligations 2,659 1,696
Total current liabilities 120,794 94,509
Long-term debt - less current portion 1,175,523 788,000
Operating lease obligations - less current portion 22,141 -
Finance lease obligations - less current portion 4,053 3,383
Deferred tax liabilities 261,098 310,705
Deferred revenue - less current portion 64,676 57,591
Other non-current liabilities 1,971 7,236

Commitments and Contingencies (Notes 9 and 11)

Stockholder’s equity
Common stock-par value $0.01 per share; 100 shares
authorized, issued and outstanding - -
Additional paid-in capital 2,420,959 2,576,318

Accumulated deficit (50,587) (14,841)

Accumulated other comprehensive loss (51,483) (6,222)
Total stockholder’s equity 2,318,889 2,555,255
Total liabilities and stockholder’s equity S 3,969,145 S 3,816,679

See accompanying notes to consolidated financial statements



Neighborly Company and Subsidiaries

Consolidated Statements of Operations and Comprehensive Income (Loss)

($000’s)
September 1,
2021
through January 1, 2021
Year-Ended December 31, through August
December 31, 2021 31, 2021
2022 (Successor) (Predecessor)
Revenues and income
Franchise service fees 176,281 S 53,686 S 104,184
Franchise sales fees 20,655 4,185 9,664
Sales of products and services 263,318 53,714 72,438
Advertising and promotional fund revenue 50,870 15,172 27,840
Other revenue 38,056 12,652 18,954
Total revenues and income 549,180 139,409 233,080
Cost of Sales
Products and services 154,815 38,416 51,709
Gross Profit 394,365 100,993 181,371
Selling expense 21,506 4,947 11,894
General and administrative expense 172,713 45,928 63,756
Advertising and promotional fund expense 54,235 14,805 25,114
Equity-based compensation expense 3,414 509 22,376
Depreciation and amortization 104,943 32,066 14,976
Management and board fees and expenses 5,207 571 6,541
Transaction costs 3,067 10,591 99,886
Loss on impairment of goodwill 51,454 - -
Bad debt expense 2,398 301 783
Operating loss (24,572) (8,725) (63,955)
Other expenses
Interest expense 45,552 9,878 30,797
Total other expenses 45,552 9,878 30,797
Net loss before income taxes (70,124) (18,603) (94,752)
Income tax benefit (34,378) (3,762) (4,724)
Net loss (35,746) (14,841) (90,028)
Other comprehensive loss
Foreign currency translation adjustment (45,261) (6,222) (3,456)
Comprehensive loss (81,007) S (21,063) | S (93,484)

See accompanying notes to consolidated financial statements.



Neighborly Company and Subsidiaries

Consolidated Statements of Changes in Stockholder’s Equity

(5000’s, except share amounts)

Common Stock Additional Accumulated Other
Paid - In Accumulated Comprehensive
Shares Amount Capital Deficit Income (Loss) Total

Balance - December 31, 2020 (Predecessor) 100 533,065 $ (35,521) $ 4,475 § 502,019
Distribution (163,771) (163,771)
Equity-based compensation 22,376 22,376
Foreign currency translation adjustment (3,456) (3,456)
Net loss (90,028) (90,028)
Balance - August 31, 2021 (Predecessor) 100 391,670 S (125,549) $ 1,019 S 267,140
Balance - September 1, 2021 (Successor)

Equity contribution for acquisition of the Company 100 2,141,993 2,141,993
Distribution to parent (29,197) (29,197)
Equity contribution 429,733 429,733
Equity contribution for acquisitions 33,280 33,280
Equity-based compensation 509 509
Foreign currency translation adjustment (6,222) (6,222)
Net loss (14,841) S (14,841)
Balance - December 31, 2021 (Successor) 100 2,576,318 §$ (14,841) § (6,222) § 2,555,255
Distribution to parent (431,965) (431,965)
Equity contribution 241,794 241,794
Equity contribution for acquisitions 31,398 31,398
Equity-based compensation 3,414 3,414
Foreign currency translation adjustment (45,261) (45,261)
Net loss (35,746) (35,746)
Balance - December 31, 2022 100 2,420,959 S (50,587) $ (51,483) S 2,318,889

See accompanying notes to consolidated financial statements.



Neighborly Company and Subsidiaries

Consolidated Statements of Cash Flows

($000’s)
September 1,
2021 January 1,
For the Year through 2021
Ended December 31, through August
December 31, 2021 31, 2021
2022 (Successor) (Predecessor)
Operating activities
Net loss ] (35,746) S (14,841) $ (90,028)
Adjustments to reconcile net loss to net cash provided by
(used in) operating activities:
Depreciation and amortization 104,943 32,066 14,976
Amortization of deferred financing costs 1,447 - 1,756
Loss on impairment of goodwill 51,454 -
Debt issuance costs written off - - 8,488
Bad debt expense 2,398 301 783
Notes received (13,059) (4,737) (10,546)
Collections of notes receivable 13,965 5,699 10,992
Deferred income taxes (44,898) (5,544) (14,200)
(Gain) loss on disposal of assets (538) 9) 98
Equity-based compensation 3,414 509 22,376
Changes in assets and liabilities, net of business acquisitions:
Trade accounts receivable (11,523) 137 (5,297)
Inventories (1,281) (845) (333)
Prepaid selling expenses and other assets (3,903) (1,703) (4,661)
Trade accounts payable 4,116 (444) 491
Accrued liabilities 8,264 (101,718) 106,211
Other non-current liabilities (203) (1,543) 4,496
Income tax receivable (1,530) 5,796 3,272
Change in operating lease assets and liabilities 574 -
Deferred revenue 6,045 6,854 10,936
Net cash provided by (used in) operating activities 83,939 (80,022) 59,810
Investing activities
Acquisitions, net of cash received (254,373) (316,018) -
Purchase of property, equipment and other assets (18,930) (3,980) (7,994)
Acquisitions of intangible assets - - 67
Net cash used in investing activities (273,303) (319,998) (7,927)
Financing activities
Equity contribution 241,794 429,733 -
Distributions paid (431,965) (29,197) (163,771)
Deferred financing costs paid (9,380) (1,282) (19,017)
Payments on revolver - (5,000) (39,550)
Proceeds from revolver - 5,000 24,550
Payments on long-term borrowings (11,679) (2,595) (595,137)
Proceeds from long-term borrowings 410,915 - 800,686
Net cash provided by financing activities 199,685 396,659 7,761
Effect of foreign currency translation on cash (1,002) (1,152) (2,775)
Net increase (decrease) in cash and restricted cash 9,319 (4,513) 56,869
Cash and restricted cash - Beginning of period 72,785 77,298 20,429
Cash and restricted cash - End of period 82,104 72,785 77,298
Supplemental cash flow disclosures:
Cash paid (refunds received) for income taxes S 3,734 S (5,089) S 3,101
Cash paid for interest $ 40,950 S 7,384 $ 18,106
Non-cash equity contribution for acquisition of the ) - S 2,141,993 S -
Company
Non-cash equity contribution for acquisitions $ 31,398 S 33,280 $ -

See accompanying notes to consolidated financial statements.
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Neighborly Company and Subsidiaries

Notes to Consolidated Financial Statements
($000’s)

1. Organization and Description of Business

Organization and Description of Business
Neighborly Company and Subsidiaries (“we”, “our”, “Neighborly” and the “Company”) is a Delaware
corporation and is the parent company of a number of franchisors and related supporting businesses
operating in the United States (the “US”) and internationally which include the following companies:
Mr. Rooter, Rainbow International, Mr. Electric, Aire Serv, Mr. Appliance, Glass Doctor, Grounds
Guys, Molly Maid, Mr. Handyman, Five Star Painting, Mosquito Joe, Real Property Management,
Window Genie, HouseMaster, Dryer Vent Wizard, ShelfGenie, Precision Door Service, Restoration 1,
Junk King, ZorWare, Drain Doctor, Locatec, Countrywide, Bright and Beautiful, Dream Doors,
Greensleeves, and ProTradeNet.

In addition, the Company owns and operates non-franchisor entities as follows: Portland Glass,
which offers auto, home, and business glass repair and replacement through company owned stores
located in Maine, Vermont, and New Hampshire; Pimlico Plumbers, which offers repair and
maintenance services, concentrated in central London; Plumb Enterprises, which offers full
plumbing, drain and sewer cleaning services, excavation, and repairs to customers; and Lawn Pride,
which offers lawn care and maintenance services through the application of fertilizer, as well as
pest control.

Acquisition of the Company

On June 29, 2021, Kohlberg Kravis and Roberts (“KKR”), and associated co-investors formed Nest
Bidco Inc. which, on September 1, 2021, purchased 100% of the shares of Balcones Holdco, Inc., the
parent company of Neighborly, from TDG Investment Holdings, LP. Nest Bidco Inc. is an indirectly
wholly owned subsidiary of Nest Holdings LP, which is the ultimate parent company of the newly
formed business. The transaction was effected to add Neighborly to KKR’s investment portfolio, and
allows Neighborly to gain access to KKR’s capital and resources. Consideration consisted of
$1,914,164 of cash to the sellers and equity rollover with a fair value of $227,829. The Company
elected to apply push down accounting as a result of the change in ownership of the Company. The
purchase price has been allocated to the assets acquired and liabilities assumed by the Company
and its subsidiaries based on independent valuation studies and management estimates of their fair
value in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) Topic 805, Business Combinations, on September 1, 2021 (the “Date of
Acquisition”).
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The purchase price was allocated as follows:

Working capital S (35,306)
Debt assumed, net (831,861)
Notes receivable 30,222
Property and equipment 25,805
Trademarks 826,800
Franchise relationships 608,200
National account relationships 2,350
Insurance company relationships 2,300
Goodwill 1,833,258
Other assets 15,843
Other liabilities (47,186)
Deferred income taxes, net (288,432)
Total consideration transferred S 2,141,993

Debt assumed included a provisional amount of $6,283 for tax refund liability which was subject to
change as the estimated payable to the predecessor parent for realization of the tax benefit of net
operating losses, which would have affected a similar amount of provisional goodwill. The Company
utilized the permitted one-year measurement period, which has now ended, to adjust this estimate
to the acquisition-date fair value of this provisional amount, which resulted in an increase of $349
to the estimated liability, with a corresponding increase to goodwill.

The goodwill recognized is attributable to intangible assets not qualifying for separate recognition.
The Company does not expect to deduct any of the goodwill for tax purposes.

Throughout this document we refer to Successor and Predecessor. The term “Successor” refers to
the Company following the Date of Acquisition, and the term “Predecessor” refers to the Company
prior to the Date of Acquisition. The financial statements and footnotes include a black-line division,
which appears between the columns titled Predecessor and Successor, and signifies that the
amounts shown for the periods prior to and following the acquisition are not comparable.

The Company incurred acquisition costs and equity-based compensation of $78,386 and $22,376,
respectively, all of which is included in the accompanying Consolidated Statements of Operations
and Comprehensive Income (Loss) for the period from January 1, 2021 through August 31, 2021
(Predecessor). In addition, the Company recorded expenses of $21,500 which were contingent upon
the closing of the acquisition, which is included in the accompanying Consolidated Statements of
Operations and Comprehensive Income (Loss) for the period from January 1, 2021 through August
31, 2021 (Predecessor). There were no similar costs in the year ended December 31, 2022.

Acquisitions

During 2022, the Company acquired Lawn Pride in August, Greensleeves in October and Junk King
in November, and repurchased three of its previously franchised Mr. Rooter territories in March,
each of which operates in the home services industry. The purchase price of the acquisitions of
$290,364, comprised of $258,870 of cash, consideration payable of $96, and $31,398 of rollover
equity, has been allocated to the assets acquired and liabilities assumed by the Company based on
independent valuation studies and management estimates of their fair value in accordance with
FASB ASC Topic 805, Business Combinations, on the date of acquisition. The Company acquired 100%
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ownership of these entities, or acquired certain assets, to gain control and access to the intellectual
property of each.

The total purchase price was allocated as follows:

Working capital S 4,326
Capital lease obligations (613)
Other long-term assets 2,507
Property and equipment 10,486
Tradenames 80,287
Developed technology 320
Franchise relationships 9,830
Franchise rights 5,400
Customer relationships 12,400
National accounts 830
Goodwill 168,868
Other long term debt (3,712)
Deferred tax liability (565)
Total consideration transferred S 290,364

For the period ending December 31, 2022, the goodwill recognized is attributable to intangible
assets not qualifying for separate recognition. The Company expects to be able to deduct goodwill
of $159,716 for tax purposes. Transaction costs totaling $3,067 were incurred at closing and are
included in the accompanying Consolidated Statements of Operations and

Comprehensive Income (Loss).

During 2021, the Company acquired Pimlico Plumbers in September, Top Drawer Components in
November, Plumb Enterprises in December, and repurchased two of its previously franchised Mr.
Rooter territories in December, each of which operates in the home services industry. The purchase
price of the acquisitions of $353,573, comprised of $320,403 of cash, consideration payable of $150,
consideration receivable of $260, and $33,280 of rollover equity, has been allocated to the assets
acquired and liabilities assumed by the Company based on independent valuation studies and
management estimates of their fair value in accordance with FASB ASC Topic 805, Business
Combinations, on the date of acquisition. The Company acquired 100% ownership of these entities,
or acquired certain assets, to gain control and access to the intellectual property of each.

The total purchase price was allocated as follows:

Working capital S (2,362)
Capital lease obligations (3,727)
Other long-term assets 2,101
Property and equipment 27,042
Tradenames 108,560
Franchise rights 6,800
Copyright 155
Customer relationships 5,907
Goodwill 236,978
Deferred tax liability (27,881)
Total consideration transferred S 353,573
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A provisional amount was estimated for the deferred tax liability which was subject to change,
which would have affected a similar amount of provisional goodwill, and for which the accounting
is now complete. The Company utilized the permitted one-year measurement period to adjust, as
necessary, this estimate to the acquisition-date fair value of this provisional amount, and no
adjustment was required or recorded.

The goodwill recognized is attributable to intangible assets not qualifying for separate recognition.
The Company expects to be able to deduct goodwill of $166,260 for tax purposes. Transaction costs
totaling $10,591 were paid at closing and are included in the accompanying Consolidated Statements
of Operations and Comprehensive Income (Loss).

2. Summary of Significant Accounting Policies
Recent Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update (“ASU”) 2016-02, Leases (Topic
842). The guidance in ASU 2016-02 (as subsequently amended by ASU 2018-01, ASU 2018-10, ASU
2018-11 and ASU 2018-20) requires that a lessee recognize in the statement of financial position a
liability to make lease payments (the lease liability) and a right-of-use asset representing its right
to use the underlying asset for the lease term. For leases with a term of 12 months or less, a lessee
is permitted to make an accounting policy election by class of underlying asset not to recognize
lease assets and lease liabilities. As with previous guidance, there continues to be a differentiation
between finance leases and operating leases, however this distinction now primarily relates to
differences in the manner of expense recognition over time and in the classification of lease
payments in the statement of cash flows. Lease assets and liabilities arising from both finance and
operating leases will be recognized in the statement of financial position. ASU 2016-02 leaves the
accounting for leases by lessors largely unchanged from previous GAAP. The transitional guidance
for adopting the requirements of ASU 2016-02 calls for a modified retrospective approach that
includes a number of optional practical expedients that entities may elect to apply. In addition,
ASU 2018-11 provides for an additional (and optional) transition method by which entities may elect
to initially apply the transition requirements in Topic 842 at that Topic’s effective date with the
effects of initially applying Topic 842 recognized as a cumulative effect adjustment to the opening
balance of retained earnings in the period of adoption and without retrospective application to any
comparative prior periods presented. Also, ASU 2018-20 provides certain narrow-scope
improvements to Topic 842 as it relates to lessors. The ASU is effective for fiscal years beginning
after December 15, 2021.

The Company adopted ASC 2016-02 as of January 1, 2022 using the modified retrospective approach
and elected the transition option that allows companies to continue applying the guidance under
the current lease standard in the comparative periods presented in the consolidated financial
statements. Companies that elect this option would record a cumulative-effect adjustment to the
opening balance of retained earnings on the date of adoption. The Company elected this transition
option and no cumulative effect resulted in an adjustment to opening retained earnings. The
Company elected not to separate lease and non-lease components for new and modified leases after
the adoption date, and instead will account for each separate lease component of a contract and
its associated non-lease components as a single lease component. The Company elected not to
recognize a right-of-use asset and a lease liability for leases with an initial term of twelve months
or less. The Company did not elect the hindsight practical expedient. A complete population of
contracts that meet the definition of a lease under ASU 2016-02 has been identified. The Company
recorded right of use assets and operating lease liabilities of $28.8 million and $29.2 million,
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respectively, as of the transition date on the consolidated balance sheets. The adoption of this
amended guidance did not have a material impact on the Company’s Consolidated Statement of
Operations and Comprehensive Income (Loss) and Consolidated Statements of Cash Flows. Refer to
note 9 for additional lease disclosures.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. ASU 2016-13 amends the impairment model
by requiring entities to use a forward-looking approach based on expected losses to estimate credit
losses on certain types of financial instruments, including trade receivables. In November 2018, the
FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments - Credit
Losses (“ASU 2018-19”), which clarifies that receivables arising from operating leases are accounted
for using lease guidance and not as financial instruments. In April 2019, the FASB issued ASU No.
2019-04, Codification Improvements to Topic 326, Financial Instruments - Credit Losses, Topic 815,
Derivatives and Hedging, and Topic 825, Financial Instruments (“ASU 2019-04”), which clarifies the
treatment of certain credit losses. In May 2019, the FASB issued ASU No. 2019-05, Financial
Instruments - Credit Losses (Topic 326): Targeted Transition Relief (“ASU 2019-05"), which provides
an option to irrevocably elect to measure certain individual financial assets at fair value instead of
amortized cost. In November 2019, the FASB issued ASU No. 2019-11, Codification Improvements to
Topic 326, Financial Instruments - Credit Losses (“ASU 2019-11"), which provides guidance around
how to report expected recoveries. ASU 2016-13, ASU 2018-19, ASU 2019-04, ASU 2019-05 and ASU
2019-11 (collectively, “ASC 326”) are effective for fiscal years beginning after December 15, 2022,
with early adoption permitted. The Company is currently evaluating the impact this guidance will
have on its consolidated financial statements.

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other, which simplifies
the test for goodwill impairment by removing the second step of the two-step impairment test. A
goodwill impairment will now be the amount by which a reporting unit’s carrying value exceeds its
fair value, not to exceed the carrying value of goodwill. All other goodwill impairment guidance will
remain largely unchanged. Entities will continue to have the option to perform a qualitative
assessment to determine if a quantitative impairment test is necessary. The same one-step
impairment test will be applied to goodwill at all reporting units, even those with zero or negative
carrying amounts. Entities will be required to disclose the amount of goodwill at reporting units
with zero or negative carrying amounts. For nonpublic entities, the standard is effective for annual
periods beginning after December 15, 2022 with early application permitted for tests performed
after January 1, 2017. The Company adopted ASU 2017-04 as of January 1, 2022 on a prospective
basis and the adoption resulted in no material impact on the consolidated financial statements or
disclosures. The Company applied this guidance when measuring goodwill impairment in the current
year, which is discussed below.

In December 2019, the FASB released ASU 2019-12, Income Taxes (Topic 740): Simplifying the
Accounting for Income Taxes, which affects general principles within Topic 740, Income Taxes. The
amendments of ASU 2019-12 are meant to simplify and reduce the cost of accounting for income
taxes. The FASB has stated that the ASU is being issued as part of its Simplification Initiative, which
is meant to reduce complexity in accounting standards by improving certain areas of GAAP without
compromising information provided to users of financial statements. The standard is effective for
annual periods beginning after December 15, 2021. The Company adopted the provisions of ASU
2019-12 for 2022 and the adoption resulted in no material impact on the consolidated financial
statements or disclosures.
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In January 2021, the FASB issued ASU 2021-01, Reference Rate Reform (Topic 848), which was an
update of ASU 2020-04, and was issued in response to concerns about structural risks of interbank
offered rates, and particularly the risk of cessation of LIBOR. Regulators have undertaken reference
rate reform initiatives to identify alternative reference rates that are more observable or are
transaction based and less susceptible to manipulation. ASU 2020-04 provides optional guidance for
a limited period of time to ease the potential burden in accounting for (or recognizing the effects
of) reference rate reform on financial reporting. ASU 2020-04 is elective and applies to all entities,
subject to meeting certain criteria, that have contracts, hedging relationships, and other
transactions that reference LIBOR or another reference rate expected to be discontinued because
of reference rate reform. ASU 2021-01 clarifies that certain optional expedients and exceptions
in Topic 848 for contract modifications and hedge accounting apply to derivatives that are affected
by the discounting transition. In December 2022, the FASB issued ASU 2022-06, Reference Rate
Reform (Topic 848) - Deferral of the Sunset Date of Topic 848 which deferred the end date to
December 31, 2024. The Company adopted ASU 2021-01 as of January 1, 2022 and the adoption
resulted in no material impact on the consolidated financial statements or disclosures.

Principles of Consolidation and Variable Interest Entities

The accompanying consolidated financial statements as of December 31, 2022 and 2021 include the
accounts of the Company and its wholly owned subsidiaries. All intercompany accounts and
transactions have been eliminated in consolidation.

FASB ASC Topic 810-10, Consolidation, applies to certain entities in which equity investors do not
have the characteristics of a controlling financial interest or do not have sufficient equity at risk for
the entity to finance its activities without additional subordinated financial support. Such an entity
is referred to as a variable interest entity (“VIE”). FASB ASC Topic 810-10 requires the consolidation
of a VIE by its primary beneficiary. The primary beneficiary is the entity, if any, that has the power
to direct activities of a VIE that most significantly impact the VIE’s economic performance and has
the obligation to absorb losses or the right to receive benefits of the VIE that could potentially be
significant to the VIE.

Neighborly Assetco LLC ("Assetco”) is a direct, wholly owned subsidiary of Neighborly Issuer LLC (the
“Issuer”), which is a special purpose Delaware limited liability company and a direct, wholly owned
subsidiary of Neighborly SPV Guarantor LLC (the “SPV Guarantor”), which is a special purpose
Delaware limited liability company that is an indirect, wholly owned subsidiary of Neighborly (the
“Manager").

Assetco’s subsidiaries are comprised of a number of franchisors and related supporting businesses
operating in the US and internationally and include the following businesses: Aire Serv SPV LLC, Mr.
Electric SPV LLC, The Grounds Guys SPV LLC, Rainbow International SPV LLC, Glass Doctor SPV LLC,
Mr. Appliance SPV LLC, Mr. Rooter SPV LLC, Molly Maid SPV LLC, Mr. Handyman SPV LLC, Five Star
Painting SPV LLC, Window Genie SPV LLC, Real Property Management SPV LLC, Mosquito Joe SPV
LLC, HouseMaster SPV LLC, Dryer Vent Wizard SPV LLC, ShelfGenie SPV LLC and Precision Door
Service SPV LLC (each an “SPV Franchisor” and together the “SPV Franchisors”) and ProTradeNet
SPV LLC, Neighborly Service Solutions SPV LLC, Back Office SPV LLC, G-O Manufacturing SPV LLC,
Zorware SPV LLC, NBLY Co Ops CO SPV LLC, NBLY Co Ops WA SPV LLC, Trench Right SPV LLC, and
Pimlico SPV Limited (each a “Non-Franchisor SPV Entity” and together the “Non-Franchisor SPV
Entities”), each of which is a direct, wholly owned subsidiary of Assetco.
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Assetco holds all the equity interests in the SPV Franchisors and the Non-Franchisor SPV Entities,
certain intellectual property, certain license agreements and certain vendor agreements. Each SPV
Franchisor holds the trademarks and the franchise agreements related to such brand and any
product supply agreements or vendor agreements related to such brand. The Non-Franchisor SPV
Entities hold certain trademarks, certain product supply agreements, certain vendor agreements
and the office service agreements.

Neighborly SPV Guarantor LLC, Neighborly Issuer LLC, and Neighborly Assetco LLC (collectively with
the SPV Franchisors and the Non-Franchisor SPV Entities are referred to as “Securitization Entities”)
were formed in connection with a financing transaction (the “Securitization Transaction”), which
was completed on March 25, 2021 and on subsequent dates thereafter (see Note 3).

The Company has determined that the Securitization Entities qualify as VIE’s and that Neighborly is
the primary beneficiary, having both power and benefits, of the Securitization Entities and
accordingly, consolidation is concluded.

Reclassifications

Certain reclassifications have been made to conform prior year balances to the current year
presentation. Collections of notes receivable have been included in operating activities in the
accompanying Consolidated Statements of Cash Flow, for both the Successor and Predecessor
periods. None of the reclassifications affected our net loss in the prior year.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the consolidated financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Revenue Recognition, Accounts Receivable, Notes Receivable, and Allowances
The Company’s primary sources of revenue are as follows:
e Franchise service fees from existing franchise owners based on a percentage of each
franchise owner’s gross sales. These fees generally range from 2% to 15% of the franchise
owner’s weekly sales, depending upon the particular franchise concept and upon various

other factors;

e Franchise sales fees generated from the sale of new franchise territories and the sale of
additional franchise territories to existing franchise owners;

e Sales of products and services to unrelated third parties;
e Advertising and promotional fund revenue represents marketing, advertising and
promotional (“MAP”) fund fees collected from existing franchise owners. These fees are

typically a percentage of each franchise owner’s gross sales and vary depending upon the
particular franchise concept and various other factors;
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e Other revenue consists of incentives earned from services performed for unrelated third
parties and interest generated from notes receivable.

Typically, franchise agreements are granted to franchise owners for an initial term of ten years with
an option to renew. Our performance obligations under franchise agreements consist of providing a
license of our brand’s intellectual property, a list of approved suppliers, certain training programs,
an operations manual, and to maintain the MAP fund. These performance obligations are highly
interrelated and we do not consider them to be individually distinct, and therefore account for them
as a single performance obligation, which collectively represent the obligation to provide a license
for the right to use our brand’s intellectual property. Revenue related to franchise agreements is
recognized on a straight-line basis over the term of the agreement with the exception of variable
or sales-based royalties, MAP fund fees and revenue allocated to goods and services which are
recognized as the underlying sales occur.

In the event a franchise agreement is terminated, without a corresponding agreement executed by
the same franchise owner, any remaining deferred fees are recognized in the period of termination.

The Company periodically extends credit to entities for the purchase of franchises. These entities
are typically controlled by individuals who operate their businesses as an owner/manager.
Generally, the notes receivable are collateralized by the related franchise territory rights. The
Company also extends unsecured credit to its franchise owners for unpaid franchise service fees.
The Company places notes receivable on nonaccrual status when payment is ninety days past due,
and ceases to recognize revenue from interest on the note until such time as the note is no longer
past due. Interest on trade notes receivable is recorded as revenue when earned. Each entity’s
ability to perform is dependent upon the economic condition of the business. The Company
maintains ongoing credit evaluations of its franchise owners. Allowances for doubtful trade accounts
receivable and trade notes receivable are provided based upon past loss experience, known and
inherent risks in the accounts, adverse situations that may affect a franchise owner’s ability to
repay, and current economic conditions.

Franchise service fee revenues represent sales-based royalties that are related entirely to our
performance obligation under the franchise agreement and are recognized in the period in which
the sales occur. Sales-based royalties are variable consideration related to our performance
obligations to our franchise owners to maintain the intellectual property being licensed.

We have determined we act as the principal in the transaction related to the MAP fund contributions
and expenditures. MAP fund contributions and expenditures are reported on a gross basis in the
accompanying Consolidated Statements of Operations and Comprehensive Income (Loss). Our
obligation related to these funds is to administer the MAP fund, keep unused MAP fees in segregated
bank accounts and use MAP fees for certain activities related to the marketing and promotion of the
individual brands. As noted above, we have concluded the advertising services provided to franchise
owners are highly interrelated with the franchise rights and not a distinct performance obligation;
therefore, revenues from MAP fund fees are recognized as advertising and promotion fund revenue
when the related sales occur based on the application of the sales-based royalty exception within
ASC 606, Revenue from Contracts with Customers.

Revenues from product sales are recognized upon transfer of title, when delivered to the customer,

when the work is performed, or orders are shipped. Incentives earned are recognized as services
are performed.
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Contract Balances

The contract liabilities which we classify as “deferred revenue” consist primarily of the unamortized
portion of initial franchise fees that are currently being recognized into revenue, amounts related
to pending agreements, or other deferred revenues not related to franchise agreements. Contract
deferred franchise revenue represents our remaining performance obligations to our franchise
owners, as we account for our highly interrelated obligations as a single performance obligation,
which collectively represent the obligation to provide a license for the right to use our brand’s
intellectual property excluding amounts of variable consideration related to sale-based royalties
and advertising. The other deferred revenues not related to the franchise agreements are included
in current deferred revenue.

During 2022, we determined that our prior year deferred revenue for MAP fund fees was overstated
and the associated revenue related to prior periods was understated, resulting in immaterial errors
in our previously issued financial statements. The overstatement of deferred revenue was the result
of concluding, in error, that the related performance obligation had not yet been fulfilled, and that
the revenue had not yet been earned. As a result, we have made certain corrections to adjust the
liability and associated revenue in the consolidated balance sheet as of December 31, 2021 and the
consolidated statement of operations and comprehensive income (loss) for the predecessor period
from January 1, 2021 through August 31, 2021.

The cumulative effect of the adjustment to correct the misstatements in the financial statements
for years prior to 2022 totaled $6.4 million, net of tax, and is reflected as an increase to retained
earnings at January 1, 2022, on our Consolidated Statements of Changes in Stockholder’s Equity.
The correction is reflected as an $8.5 million decrease to deferred revenue - current, total current
liabilities, total liabilities and stockholder’s equity on our Consolidated Balance Sheets at December
31, 2021, and as increased advertising and promotional fund revenues, total revenues, and gross
profit of $2.6 million, and a decrease to operating loss and net loss before income taxes of $2.6
million in our Consolidated Statements of Operations and Comprehensive Income (Loss).
Additionally, there was an increase to the income tax provision of $0.6 million, and a $2 million
decrease to net loss and comprehensive loss. The corrections had no impact to operating cash flows
in the Consolidated Statements of Cash Flows.

We concluded that the effect of the error on prior period financial statements was immaterial but
the effect of the correction is material to the current year consolidated financial statements. Prior
year misstatements which, if corrected in the current year, would materially misstate the current
year’s financial statements, must be corrected by adjusting prior year financial statements, even
though such correction previously was and continues to be immaterial to the prior year financial
statements. Correcting prior year financial statements for such immaterial misstatements does not
require previously issued reports to be amended as they continue to be materially accurate. Users
of our financial statements can continue to rely on the prior financial statements and the auditor’s
opinion thereon is not modified.
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The components of the change in deferred revenue are as follows:

September 1,
2021 through

For the December January 1,
Year ended 31, | 2021 through
December 2021 August 31,
For the period 31, 2022 2021
(Successor) | (Predecessor)
Balance at beginning of period ) 72,091 S 64,590 IS 54,243
MAP fund fees received from franchise owners 50,870 12,579 23,724
MAP fund revenue recognized (50,870) (13,040)) (23,263)
Fees received from franchise owners 26,170 9,425 19,559
Franchise sales fee revenue recognized (20,655) (4,185)] (9,664)
Deferred revenue from acquisitions 3,497 - -
Other changes in deferred revenue (739) 2,722 (9)
Balance at end of period 80,364 72,091 64,590
Less: current portion 15,688 14,500 11,162
Deferred revenue noncurrent S 64,676 S 57,591 |S 53,428

Revenue deferred as of December 31, 2021 and recognized in the period from January 1, 2022
through December 31, 2022 was $12,893. Revenue deferred as of August 31, 2021 and recognized
in the period from September 1, 2021 through December 31, 2021 (Successor) was $14,443. Revenue
deferred as of December 31, 2020 (Predecessor) and recognized in the period from January 1, 2021
through August 31, 2021 (Predecessor) was $17,126.

As of December 31, 2022, the deferred revenue expected to be recognized for each of the next five
years and in the aggregate is as follows:

Years ending December 31,

2023 S 15,688
2024 10,371
2025 9,888
2026 9,574
2027 9,095
Thereafter 25,748

S 80,364

Direct, incremental selling expenses incurred when the franchise agreement is executed are
recorded as a contract asset and amortized over the life of the agreement consistent with the
recognition of the deferred revenue. Contract assets are included in current and non-current
prepaid selling expenses in the accompanying Consolidated Balance Sheets. For the year ended
December 31, 2022, $6,843 of costs were paid and expense of $5,584 was recognized. For the period
from September 1, 2021 through December 31, 2021 (Successor), $2,593 of costs were paid and
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expense of $1,068 was recognized. For the period from January 1, 2021 through August 31,2021
(Predecessor), $5,141 of costs were paid and expense of $2,337 was recognized. The ending asset
for deferred contract costs as of December 31, 2022 was $20,025, of which $3,143 was current. The
ending asset for deferred contract costs as of December 31, 2021 (Successor) was $17,514, of which
$2,352 was current.

Advertising

The Company expenses advertising costs as incurred. Advertising expense was $22,669 for the year
ended December 31, 2022. Advertising expense was $2,821 for the period from September 1, 2021
through December 31, 2021 (Successor) was $4,863 for the period from January 1, 2021 through
August 31, 2021 (Predecessor). Advertising expense is included in general and administrative
expense in the accompanying Consolidated Statements of Operations and Comprehensive Income
(Loss).

Inventories

Inventories consist of products to be sold and are stated at the lower of cost (first-in, first-out
method) or net realizable value.

Property and Equipment

Property and equipment is stated at cost and is depreciated using the straight-line method over the
estimated useful lives of the respective assets which are generally as follows: buildings (30 years)
and building improvements (5-10 years), capped at the lease life for leasehold improvements;
machinery, equipment, and vehicles (5-10 years); furniture and fixtures (5 years); and hardware
and software (3 years). Additions, renewals, and betterments are capitalized; maintenance and
repairs which do not extend the useful life of the asset are expensed as incurred.

Management evaluates long-lived assets used in operations for impairment when indicators of
impairment are present. Impairment losses are recorded in the amount that carrying value exceeds
fair market value when the undiscounted cash flows estimated to be generated by those assets are
less than the carrying amount of the assets. No impairment losses for property and equipment were
recorded for the year ended December 31, 2022, the periods from September 1, 2021 through
December 31, 2021 (Successor) or from January 1, 2021 through August 31, 2021 (Predecessor).

Goodwill

Goodwill represents the excess of the consideration transferred over the fair value of the
identifiable net assets acquired. The Company tests goodwill annually for impairment, or earlier if
events or changes in circumstances indicate that impairment may exist. Management’s impairment
tests are generally performed as of October 1t annually. The Company’s current goodwill balance
resulted from the acquisition of the Company as of September 1, 2021, and from the Company’s
acquisitions in the successor period, as discussed in Note 1

The Company performed a qualitative assessment of its goodwill as of October 1, 2022 and
concluded that indicators of impairment existed for certain of its international brands, based on
trends in financial performance. Additionally, upon measurement using present value techniques,
the Company’s weighted average cost of capital increased, due to increasing interest rates,
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combined with operating performance, unfavorably impacting the calculated fair value of those
reporting units. Accordingly, a goodwill impairment charge of $51,454 was recorded in 2022.

Intangible Assets

Intangible assets consist of trademarks, franchise relationships, national accounts, insurance
company relationships, customer relationships, re-acquired franchise rights, developed technology,
copyrights, and domain name, and are stated at their estimated fair value as of the date of
acquisition, less subsequent amortization. The Company’s intangible assets are definite lived, other
than domain name, which is indefinite lived.

For definite lived intangible assets, when events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable, the Company evaluates the definite lived
intangible assets for impairment by comparing the carrying value to the anticipated future
undiscounted cash flows expected to be generated from the use of the intangible assets. If the
carrying amount is not recoverable, a loss is recorded in the amount the carrying value exceeds the
fair market value of the assets. No indicators of impairment were present for definite lived
intangible assets in either the Successor or Predecessor periods.

Successor Period

Trademarks are amortized over their estimated useful life, which ranges from three years to 20
years, using the straight-line method. Franchise relationships, national accounts relationships, and
insurance company relationships are amortized over their estimated useful lives of 15 years, using
the straight-line method. Customer relationships are amortized over their estimated useful life of
three to 10 years, using the straight-line method. Copyrights are amortized over their estimated
useful life of five years, using the straight-line method. Developed technology is amortized over
their estimated useful life of 3 years, using the straight-line method.

Domain names are stated at their estimated fair value at the date of acquisition, and are not
amortized, as their useful lives are considered indefinite, but are subject to annual impairment
testing. The Company performed a qualitative assessment of its indefinite lived intangible assets as
of October 1 in each of 2022 and 2021 and concluded it is not more likely than not that the fair
value of its domain names is less than the carrying amount and, as such, a quantitative impairment
test was not considered necessary.

Predecessor Period

Franchise relationships, insurance company relationships, national accounts, and developed
technology are stated at their estimated fair value at the date of acquisition, less subsequent
amortization. National accounts relationships and insurance company relationships were amortized
over their estimated useful lives of 15 years using the straight-line method. Franchise relationships
were amortized over their estimated useful life of 10-15 years using the straight-line method.
Developed technology was amortized over the estimated useful life of 3 years.

Trademarks, systems-in-place, and domain names were each stated at their estimated fair value at
the date of acquisition, less any recognized impairment losses, and trademarks acquired subsequent
thereto, and were not amortized, as their useful lives were considered indefinite, but were subject
to annual impairment testing. No impairment expense was recorded in the period from January 1,
2021 through August 31, 2021 (Predecessor).
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Income Taxes

Deferred tax assets and liabilities are recognized for the estimated future tax consequences
attributable to differences between the consolidated financial statement carrying amounts of assets
and liabilities and their respective tax basis. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in tax expense in the period that includes the enactment date.

The Company establishes valuation allowances in accordance with the provisions of FASB ASC Topic
740, Income Taxes. The Company reviews the adequacy of any valuation allowance and recognizes
tax benefits only when it is more likely than not that the benefits will be realized.

The Company measures, classifies, and discloses uncertain tax benefits in accordance with FASB
ASC Topic 740-10, Income Taxes-Overall. The Company has elected to classify interest and penalties
related to uncertain tax benefits as a component of income tax expense.

Equity-based Compensation

The Company accounts for equity-based compensation under FASB ASC Topic 718, Compensation-
Stock Compensation. This pronouncement requires the measurement of all equity-based payments
to employees using a fair-value-based method and the recording of such expense in the
accompanying Consolidated Statements of Operations and Comprehensive Income (Loss). The
Company participates in an equity-based employee compensation plan, which is described more
fully in Note 5.

Foreign Currency Translation

Consolidated entities that have a functional currency that differs from the Company’s reporting
currency include our foreign subsidiaries, which are in Canada, the United Kingdom (the “UK”),
Germany and Austria. Foreign currency denominated assets and liabilities are translated using the
exchange rates at the end of each reporting period. Results of foreign operations are translated at
the weighted average exchange rate for each reporting period. Translation adjustments are included
as a component of accumulated other comprehensive income (loss) until realized. Where amounts
denominated in a foreign currency are converted into US dollars by remittance or repayment, the
realized exchange differences are included in the accompanying Consolidated Statements of
Operations and Comprehensive Income (Loss), primarily in general and administrative expense, and
was immaterial in all periods presented.

Cash and Restricted Cash

The Company considers all cash and highly liquid investments purchased with an initial maturity of
three months or less to be cash or cash equivalents.

Cash consists primarily of cash on hand and cash on deposit. Restricted cash includes funds held for

the MAP funds and securitized cash held for principal and interest payments on deposit related to
the Securitization Transaction.
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Cash and restricted cash as of December 31, consists of the following:

2022 2021

Cash S 55,741 § 49,317
Restricted Cash:

Whole business securitization 17,422 13,405

MAP funds 8,941 10,063

Total cash and restricted cash S 82,104 S 72,785

The Company maintains its cash in banks in which deposits may, from time to time, exceed federally
insured limits. The Company has not experienced any losses in such accounts and believes that it is
not exposed to any significant credit risks related to cash.

Fair Value of Financial Instruments and Non-financial Assets

In accordance with FASB ASC 820, Fair Value Measurements, certain assets and liabilities carried at
fair value are categorized based on the level of judgment associated with the inputs used to measure
their fair value. The standard establishes a hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into three levels:

Level 1 - Inputs are unadjusted quoted market prices in active markets for identical assets or
liabilities at the measurement date.

Level 2 - Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date
for the duration of the instrument’s anticipated life.

Level 3 - Inputs are unobservable and therefore reflect management's best estimate of the
assumptions that market participants would use in pricing the asset or liability.

The Company believes the carrying amounts of financial instruments as of December 31, 2022 and
2021, including cash, restricted cash, accounts receivable and accounts payable, approximate their
fair values due to their short maturities. The Company's long-term debt and trade notes receivable
bear interest at market rates. Thus, management believes their carrying amounts approximate fair
value (Level 3).

The trade names, systems in place, and developed technology were valued using the relief from
royalty method and the franchise relationships, customer relationships, national account
relationships, and insurance company relationships were valued using the multi-period excess
earnings method. Rollover equity was valued using a combination of Level 2 observable inputs
including EBITDA multiples and public company comparables as well as discounted cash flow analysis
of future projections. The future projections and estimates used to fair value the assets acquired
in acquisitions are considered Level 3 inputs.

3. Debt Agreements
Through its wholly owned subsidiary, Neighborly Issuer LLC (the “Issuer”), the Company entered

into the Securitization Transaction which was completed on March 25, 2021. In conjunction with the
Securitization Transaction, the Issuer issued $800 million Series 2021-1 3.584% Fixed Rate Senior

24



Neighborly Company and Subsidiaries

Notes to Consolidated Financial Statements
($000’s)

Secured Notes (the “Series 2022-1 Senior Notes”). The Series 2021-1 Senior Notes have an
anticipated repayment date of April 30, 2028, and a final maturity date of April 30, 2051. Scheduled
principal payments of $2 million and interest are paid quarterly. As of December 31, 2022, $788
million was outstanding on the Series 2021-1 Senior Notes. As of December 31, 2021 (Successor),
$796 million was outstanding on the Series 2021-1 Senior Notes.

Additionally, the Securitization Transaction provided for a $10 million variable rate Delayed Draw
Class A-1-LR Senior Note (“Series 2021-1 Class A-1 Notes”), with a final maturity date of April 30,
2051, which is only available for limited purposes and may not be drawn by the Issuer. Interest on
draws is paid weekly at a rate equal to Prime plus 300 basis points. As of December 31, 2022, no
borrowings had been made on the Series 2021-1 Class A-1 Notes.

The Securitization Transaction also provided for a $30 million variable rate Class A-1-VFN Senior
Note (the “VFN facility”), with a maturity date of April 30, 2026, and two one-year extension
options. Interest on borrowings is paid quarterly at a rate of LIBOR, plus 266 basis points. For the
year ended December 31, 2022, the Company had no borrowings on the facility. For the period
from September 1, 2021 through December 31, 2021 (Successor), the Company, through the Issuer,
borrowed and repaid $5 million on the facility during September 2021 (Successor), at an interest
rate of 2.74%. There were no other borrowings under the VFN facility in either the Successor or
Predecessor periods. As of December 31, 2022, issued and undrawn letters of credit under the VFN
facility were $11.47 million. Undrawn letters of credit under the VFN facility incur interest at a rate
of 2.66%, which is payable quarterly. As of December 31, 2022, availability on the VFN facility was
$18.53 million, and no borrowings were outstanding. As of December 31, 2021, issued and undrawn
letters of credit under the VFN facility were $7.75 million. Undrawn letters of credit under the VFN
facility incur interest at a rate of 2.66%, which is payable quarterly. As of December 31, 2021,
availability on the VFN facility was $22.25 million, and no borrowings were outstanding.

In conjunction with the Securitization Transaction, $20,283 in transaction fees were capitalized as
deferred financing costs, to be amortized over the anticipated term of the notes using the effective
interest method. For the period March 25, 2021 through August 31, 2021 (Predecessor) a total of
$1,315 of previously capitalized deferred financing costs were amortized to interest expense on the
Consolidated Statements of Operations and Comprehensive Income (Loss). Upon the acquisition of
the Company, and the application of ASC 805, the remaining deferred financing costs related to the
Securitization Transaction had no fair value, and accordingly no costs were capitalized in the
Successor period ended December 31, 2021.

On January 19, 2022, the Company, through the Issuer, issued $410 million Series 2022-1 3.695%
Fixed Rate Senior Secured Notes (the “Series 2022-1 Senior Notes”) through a second whole business
securitization transaction (the “Second Securitization Transaction”). The Series 2022-1 Senior Notes
have an anticipated repayment date of January 30, 2029, and a final maturity date of January 30,
2052. Scheduled principal payments of $1.03 million and interest are paid quarterly. As of December
31, 2022, $406.93 million was outstanding on the Series 2022-1 Senior Notes.

Additionally, the Second Securitization Transaction provided for a $4 million variable rate Delayed
Draw Class A-1-LR Senior Note(the “Series 2022-1 Class A-1 Notes”), with a final maturity date of
January 30, 2052, which is only available for limited purposes and may not be drawn by the Issuer.
Interest on draws is paid weekly at a rate equal to Prime plus 300 basis points. As of December 31,
2022, no draws had been made on the Series 2022-1 Class A-1 Notes.
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In connection with the Second Securitization Transaction, issued and undrawn letters of credit on
the VFN facility increased to $11.47 million.

In conjunction with the Second Securitization Transaction, $10,353 in transaction fees were
capitalized as deferred financing costs, to be amortized over the anticipated term of the notes using
the effective interest method. For the year ended December 31, 2022 a total of $1,447 of previously
capitalized deferred financing costs related to the Second Securitization Transaction were
amortized to interest expense on the Consolidated Statements of Operations and Comprehensive
Income (Loss).

The net proceeds from the Second Securitization Transaction, after transaction expenses, were
distributed to Neighborly’s parent company to extinguish debt incurred by the parent to fund the
Company’s acquisitions.

The Series 2021-1 Senior Notes, Series 2022-1 Senior Notes, the Series 2021-1 Class A-1 Notes, Series
2022-1 Class A-1 Notes, and VFN facility described above issued in conjunction with the
Securitization Transaction and Second Securitization Transaction (together, the “Securitization
Transactions”) are secured by substantially all assets of Neighborly Issuer LLC and the other
Securitization Entities, and guaranteed by the Issuer and such Securitization Entities, each of which
is a bankruptcy remote entity and which owned substantially all of the Company’s US intellectual
property including trademarks, franchise agreements, national account relationships and systems-
in-place, as well as the UK trademarks as of the date of issuance. The restrictions placed on the
Issuer and its subsidiaries require that interest and scheduled principal payments on the Series 2021-
1 Senior Notes, Series 2022-1 Senior Notes, the Series 2021-1 Class A-1 Notes, and the Series 2022-
1 Class A-1 Notes be paid prior to any residual distributions to the Manager, and amounts are
segregated weekly to ensure appropriate funds are reserved to pay the quarterly interest and
scheduled principal amounts due. The amount of weekly cash flow that exceeds all expenses and
obligations of the Issuer and its subsidiaries is generally remitted to the Manager in the form of a
distribution. The Manager also receives a fee for the services it provides to the Securitization
Entities that is senior to debt service. The Securitization Transactions require, among other things,
maintenance of minimum debt-service coverage ratio levels and additional incurrence of
indebtedness and scheduled amortization requirements are subject to compliance with maximum
leverage ratio levels. As of December 31, 2022 and 2021, the Issuer was in compliance with all
debt-service coverage covenants.

On May 31, 2018, Harvest Partners VII, L.P. (“Harvest Partners”), and associated affiliates and co-
investors, formed TDG Investments Holdings, LLC which, through other wholly owned subsidiaries
acquired 100% of the shares of the Company. On that same date, the Company entered into a
privately-placed uni-tranched lending facility (the “Previous Credit Agreement”) to facilitate the
acquisition of the Company by Harvest Partners.

As of March 25, 2021, subsequent to the Securitization Transaction, the Previous Credit Agreement
was terminated and all outstanding amounts were repaid. A total of $8,488 of previously capitalized
deferred financing costs were recognized in interest expense in the accompanying Consolidated
Statements of Operations and Comprehensive Income (Loss) for the period from January 1, 2021
through August 31, 2021 (Predecessor), upon termination of the Previous Credit Agreement.
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Debt as of December 31, consists of the following:

2022 2021
Series 2021-1 Senior Notes S 788,000 $ 796,000
Series 2022-1 Senior Notes 406,925 -
Vehicle notes acquired 131 -
Deferred financing costs - net (8,906) -
Total debt 1,186,150 796,000
Less current portion 10,627 8,000
Long-term debt S 1,175,523 § 788,000
Future maturities of long-term debt as of December 31, 2022, are as follows:
Years ending December 31,
2023 S 10,627
2024 10,057
2025 10,461
2026 10,472
2027 10,468
Thereafter 1,134,065

S 1,186,150
4. Intangible Assets and Goodwill
Intangible assets as of December 31, 2022, consisted of the following:
Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 3-20 years S 995,347 S 60,525 §$ 934,822
Franchise relationships 15 years 610,292 53,481 556,811
National accounts 15 years 3,121 213 2,908
Insurance company relationships 15 years 2,300 204 2,096
Customer relationships 3-10 years 17,583 1,512 16,071
Franchise rights 1-7 years 12,200 1,777 10,423
Developed Technology 3 years 720 196 524
Copyrights 5 years 135 31 104
Total definite-lived intangibles S 1,641,698 117,939 § 1,523,759
Gross Accumulated
Useful Life Amount Impairment Net Amount

Domain name Indefinite 1,314 1,314
Total indefinite-lived intangibles S 1,314 S S 1,314
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Intangible assets as of December 31, 2021, consisted of the following:

Gross Accumulated
Useful Life Amount Amortization Net Amount
Tradenames 3-20 years S 932,035 §$ 15,241 § 916,793
Franchise relationships 15 years 607,159 13,538 593,621
National accounts 15 years 2,327 118 2,209
Insurance company relationships 15 years 2,300 51 2,249
Customer relationships 3-10 years 5,785 160 5,625
Franchise rights 1-7 years 6,800 - 6,800
Developed Technology 3 years 400 44 356
Copyrights 5 years 151 7 144
Total definite-lived intangibles S 1,556,957 29,159 § 1,527,798
Gross Accumulated
Useful Life Amount Impairment Net Amount
Domain name Indefinite 1,314 - 1,314
Total indefinite-lived intangibles S 1,314 S - S 1,314

Amortization expense was $90,997 for the year ended December 31, 2022. Amortization expense
was $29,107 for the period from September 1, 2021 through December 31, 2021 (Successor) and was
$10,536 for the period from January 1, 2021 through August 31, 2021 (Predecessor). Estimated
amortization expense for the subsequent five years is as follows:

Years ending December 31,

2023 S 96,418
2024 96,295
2025 95,473
2026 95,375
2027 94,529
Thereafter 1,045,669

S 1,523,759

Goodwill
The Company has assigned goodwill to its reporting units based on fair valuation analysis completed

for the acquisition of the parent by KKR and from the Company’s acquisitions in the successor period,
as discussed in Note 1.
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The changes in the carrying amount of goodwill are as follows:

September 1, January 1,
Year ended 2021 through 2021 through
December 31, December 31, August 31,
For the period 2022 2021 2021
(Successor) (Predecessor)
Balance at beginning of period $ 2,069,311 § - 1S 385,109
Goodwill recorded from acquisitions 168,868 236,978 -
Net goodwill adjustments from prior (5,432) - 1,640
year acquisitions
Successor goodwill recorded related to - 1,833,258
acquisition of the Company
Adjustment to goodwill for unrealized (27,178) (925) 44
gain/loss on foreign currency
Goodwill impairment (51,454)
Balance at end of period S 2,154,115 S 2,069,311 |$ 386,793

5. Equity-based Compensation

In September 2021, Nest Management LP, a co-investor with KKR, created a profits interest plan
which provides for profits interest award grants of Nest Holdings LP and its subsidiaries. A total of
202,843,686 profits interests units were approved to be granted under the plan.

On October 27, 2021, and certain dates thereafter, Nest Management LP granted awards under the
plan. The profits interests are exercisable only to the extent they are vested, and do not expire.
Generally, vesting of a portion of the profits interests (50%) is subject to the passage of time; the
remaining (50%) vest based on achievement of defined financial criteria upon a liquidity event of
the Company. Based on continuous employment, time-based profits interest units vest 20% annually,
for each of five years.

In May 2018, TDG Management Holdings, LP (“TDGMH”), a co-investor with Harvest Partners, created
a profits interest program (“Previous Profits Interests Program”) which provides for profits interest
awards to be granted to officers, employees, or consultants of TDGMH or its subsidiaries. As of
August 31, 2021, the plan terminated as a result of the change of control, and no units remained
available for grant.

Commencing in May 2018, TDGMH granted certain employees common stock units under the Previous
Profits Interest Program. Units granted under the Previous Profits Interest Program were exercisable
only to the extent they were vested, and did not expire. Generally, vesting of a portion of the
profits interests (25%) were subject to the passage of time; the balance (75%) vest based on TDG
Investment Holdings, LP achieving defined financial goals upon a sale of the Company. The sale of
the Company triggered accelerated vesting of all issued and outstanding grants in accordance with
the terms of the Previous Profits Interest Program in the Predecessor period.

The Company accounts for equity-based compensation in accordance with ASC 718, Compensation-

Stock Compensation, which requires the fair value of equity-based payments to be recognized in
the consolidated statements as compensation expense over the requisite service period. For time-
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based awards, compensation expense is recognized on a straight-line basis, net of forfeitures which
are recognized as they occur, over the requisite service period for awards that actually vest. For
performance-based awards, compensation expense is estimated based on achievement of
performance conditions and is recognized over the requisite service period for awards that actually
vest. Equity-based compensation expense is recorded in the equity-based compensation line in the
consolidated statements of operations.

The average grant date fair value of awards under the Nest Management LP profits interest plan
was determined using Monte-Carlo simulation, and was $0.33 per unit for awards in the year ended
December 31, 2022, $0.22 per unit for awards in the period from September 1, 2021 through
December 31, 2021 (Successor) and was $0.22 per unit for awards in the period from September 1,
2021 through December 31, 2021 (Successor). As of December 31, 2022 and 2021 no units were
vested and exercisable. The average grant date fair value of awards under the Previous Profits
Interest Plan was determined using a Black-Scholes methodology, and was $39.13 per unit for units
awarded in the period from January 1, 2021 through August 31, 2021 (Predecessor). As of August
31, 2021 (Predecessor), all outstanding units vested as accelerated by the acquisition of the
Company, and had an average grant date fair value of $24.05 per unit.

As of December 31, 2022, the weighted average remaining contractual life of outstanding time-
based awards is 4.0 years. As of December 31, 2021 (Successor), the weighted average remaining
contractual life of outstanding time-based awards is 4.7 years. Equity-based compensation expense
recorded for the year ended December 31, 2022 was $3,414. Equity-based compensation expense
recorded for the period from September 1, 2021 through December 31, 2021 (Successor) was $509
and for the period from January 1, 2021 through August 31, 2021 (Predecessor) was $22,376. As of
December 31, 2022, unamortized stock compensation expense to be recognized in future years was
$15,442.

Number of Underlying Units

Outstanding -September 1, 2021

(Successor) -
Granted 122,334,397
Forfeited (304,266)
Redeemed -
Outstanding - December 31, 2021

(Successor) 122,030,131
Granted 22,750,879
Forfeited (6,535,051)
Redeemed .
Outstanding - December 31, 2022 138,245,959

Vested and Exercisable - December 31, 2022 -

6. Trade Notes Receivable

The Company periodically receives notes from the sale of new franchises. The rights to the related
franchise territory sold generally collateralize these notes. The Company also from time-to-time
receives notes for delinquent franchise service fees. Such notes, as of December 31, 2022 and 2021,
bear interest at rates typically ranging from 9% to 12% and generally require equal monthly
installments over a life of one to ten years.
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A summary of trade notes receivable as of December 31 is as follows:

2022 2021
Amounts due within one year, net of allowance for doubtful
accounts of $230 as of December 31, 2022 and $144 as of
December 31, 2021 S 8,461 S 8,382
Amounts due after one year, net of allowance for doubtful
accounts of $466 as of December 31, 2022 and $297 as of
December 31, 2021 19,893 20,388
Total trade notes receivable, net S 28,354 S 28,770
An analysis of the changes in trade notes receivable is as follows:
September 1, January 1,
Year ended 2021 through 2021 through
December December August 31,
For the period 31, 2022 31, 2021 2021
(Successor) (Predecessor)
Gross trade notes receivable, beginning of
period S 29,211 S - 1S 34,577
Trade notes receivable from acquisitions 1,982 30,221 -
Principal payments received (13,965) (5,699) (10,992)
Notes issued 13,059 4,737 10,546
Net write-offs (1,178) - (864)
Foreign currency translation (59) (48) 37
Gross trade notes receivable, end of period 29,050 29,211 33,304
Allowance for doubtful accounts (696) (441) (3,083)
Net trade notes receivable, end of period S 28,354 S 28,770 |$S 30,221
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An analysis of the changes in the trade notes receivable allowance for doubtful accounts is as
follows:

September

Year 1, 2021 January 1,

ended through | 2021 through

December December August 31,

For the period 31, 2022 31, 2021 2021
(Successor) | (Predecessor)

Allowance, beginning of period S 441 S -5 3,561
Provisions for bad debts 1,413 440 355
Net write-offs (1,178) - (864)
Foreign currency translation 20 1 31
Allowance, end of period S 696 S 44115 3,083

Scheduled future maturities of trade notes receivable are as follows:

Years ending December 31,

2023 S 8,691
2024 5,806
2025 4,995
2026 3,992
2027 2,716
Thereafter 2,850

S 29,050

7. Property and Equipment

A summary of property and equipment as of December 31 is as follows:

2022 2021
Land S 1,720 | S 1,237
Building and improvements 32,536 22,219
Machinery and equipment 1,186 4,951
Hardware 4,616 2,897
Software 20,253 12,675
Furniture and fixtures 7,531 991
Vehicles 11,288 6,686
Vehicles under financing lease 7,940 4,699
Total property and equipment 87,070 56,355
Less accumulated depreciation 15,628 2,809
Property and equipment - net N 71,442 | S 53,546
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Depreciation expense was $13,946 for the year ended December 31, 2022. Depreciation expense
was $2,959 for the period from September 1, 2021 through December 31, 2021 (Successor) and was
$4,440 for the period from January 1, 2021 through August 31, 2021 (Predecessor).

8. Leases

The Company’s primary operating lease commitments consist of leases for office and retail space
for its company-owned stores and for certain various corporate employees. The Company leases
vehicles under financing lease agreements expiring at various dates through 2027.

As discussed in Note 1, we adopted ASC 842 effective January 1, 2022 using the modified
retrospective adoption method, which resulted in no adjustment to opening retained earnings.

We utilized the modified retrospective option available in ASC 842, which allowed the continued
application of the legacy guidance in ASC 840, including disclosure requirements, in the comparative
periods presented in the year of adoption.

We determine whether an agreement contains a lease at inception based on our right to obtain
substantially all of the economic benefits from the use of the identified asset and the right to direct
the use of the identified asset. Lease liabilities represent the present value of future lease
payments and the right-of-use (ROU) assets represent our right to use the underlying assets for the
respective lease terms.

The operating lease liability is measured as the present value of the unpaid lease payments and the
ROU asset is derived from the calculation of the operating lease liability. Other than for leased
vehicles, our leases do not generally provide an implicit rate and we use our incremental borrowing
rate as the discount rate to calculate the present value of lease payments. The incremental
borrowing rate represents an estimate of the interest rate that would be required to borrow over a
similar term, on a collateralized basis in a similar economic environment.

Rent escalations occurring during the term of the leases are included in the calculation of the future
minimum lease payments and the rent expense related to these leases is recognized on a straight-
line basis over the lease term. In addition to minimum lease payments, certain leases require
payment of a proportionate share of real estate taxes and certain building operating expenses
allocated on a percentage of sales in excess of a specified base. These variable lease costs are not
included in the measurement of the ROU asset or lease liability due to unpredictability of the
payment amount and are recorded as lease expense in the period incurred. The ROU asset is
adjusted to account for previously recorded lease-related expenses such as deferred rent and other
lease liabilities.
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The components of lease cost are as follows (in thousands):

For the Year
ended December

31, 2022
Operating lease cost S 7,406
Variable lease cost 365
Finance lease cost:
Amortization of right-of-use assets 2,635
Interest on lease obligations 290
Total lease cost S 10,696

The table below presents additional information related to the Company’s leases as of December 31,
2022:

As of December

31, 2022
Weighted average remaining lease term (in years):
Operating leases 5.6
Finance leases 2.7
Weighted average discount rate:
Operating leases 3.1%
Finance leases 6.0%

Other information related to leases, including supplemental disclosures of cash flow information, is
as follows (in thousands):

For the
year

ended
December
31, 2022

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases S 6,567
Operating cash flows from finance leases 184
Financing cash flows from finance leases 1,773
Right-of-use assets obtained in exchange for operating lease liabilities 8,507
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Maturities of lease liabilities are as follows as of December 31, 2022 (in thousands):

Operating Finance

Years ending December 31, leases leases Total
2023 S 7,444 S 2,938 § 10,382
2024 6,751 2,195 8,946
2025 5,661 1,072 6,733
2026 3,570 1,061 4,631
2027 2,047 129 2,176
Thereafter 6,276 - 6,276
Total lease payments S 31,749 § 7,395 §$ 39,144

Less: Interest 2,927 683 3,610
Total lease liabilities S 28,822 § 6,712 §$ 35,534

Less: Current lease liabilities 6,681 2,659 9,340

Non-current lease liabilities S 22,141 § 4,053 S 26,194

Rent expense for operating leases was $7,406 for the year ended December 31, 2022. Total lease
cost was $10,696 for the year ended December 31, 2022, including finance lease costs and variable
lease costs. Rent expense was $1,536 for the period from September 1, 2021 through December 31,
2021 (Successor) and was $2,221 for the period from January 1, 2021 through August 31, 2021
(Predecessor), which amount was net of sublease rental income of $54 and $32, respectively.

Obligations under capital lease as of December 31, 2021 were as follows:

Future minimum payments due under capital leases ) 5,502
Less amounts representing interest 423
Present value of obligations under capital leases S 5,079
Current portion of obligations under capital leases 1,696
Long-term portion of obligations under capital leases S 3,383
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9. Income Taxes

The provision for income taxes is as follows:

September 1, January 1,
2021 2021
For the Year through through
ended December 31, August 31,
December 31, 2021 2021
2022 (Successor) (Predecessor)
Current:
Federal ) 5,208 $ 573 |S 1,827
State 1,121 137 2,128
Foreign 4,191 1,072 5,521
Total current 10,520 1,782 9,476
Deferred:
Federal (30,205) (3,202) (10,172)
State (5,763) (398) (2,006)
Foreign (8,930) (1,944) (2,022)
Total deferred (44,898) (5,544) (14,200)
Total tax benefit S (34,378) § (3,762) |$S (4,724)

A reconciliation of the provision for income taxes at statutory rates to the provision for income

taxes at effective is as follows:

September 1, January 1,
2021 2021
For the Year through through
ended December 31, August 31,
December 31, 2021 2021
2022 (Successor) (Predecessor)
Federal income taxes at statutory rate $ (14,726) $ (3,906) | S (19,898)
State taxes (3,758) (375) (1,970)
Permanent differences 10,304 1,318 13,309
Foreign currency adjustment (2,473) - -
Foreign taxes - 92 115
Tax rate change (1,098) - -
Foreign tax rate change - - 1,734
Deferred balance true-up (435) (1,224) (987)
Trademark sale to SPV (22,187) - -
Payables true-up (40) 248 3,176
Other 35 85 (203)
Total tax benefit S (34,378) § (3,762) | § (4,724)
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The Company’s effective income tax rate is 49.03% for the year-ended December 31, 2022. The
Company’s effective income tax rate is 20.22% for the period from September 1, 2021 through
December 31, 2021 (Successor) and 4.99% for the period from January 1, 2021 through August 31,
2021 (Predecessor). The Company’s overall global effective income tax rate differs from the
statutory US Federal income tax rate of 21.00% due to state income taxes and the state income tax
rate change applied to the Company’s net US deferred tax liabilities, impairments of GAAP goodwill
for which no deferred income tax assets or liabilities are provided, as well as the US deferred income
tax impact of the purchase of the Pimlico tradename by a Non-Franchisor SPV Entity within the
Securitization Entities from a non-securitization entity, and true-ups to the beginning of the tax
period accounts.

The components of deferred income tax assets and liabilities as of December 31 are as follows:

2022 2021
Deferred tax assets:
Accounts receivable allowance ) 355 S 322
Accrued expenses 1,765 3,453
Notes receivable allowance 855 904
Net operating loss carryforwards 1,234 2,897
Interest expense limitation 18,462 12,426
Deferred revenue 13,084 14,631
Operating lease liability 7,912 -
Other 2,363 2,284
Total deferred tax assets 46,030 36,917
Deferred tax liabilities:
Prepaid expenses (901) (890)
Property and equipment (5,284) (6,202)
Intangible assets and goodwill (293,005) (340,396)
Interest rate swap (6) (6)
Operating lease right-of use assets (7,696)
Other (236) (128)
Total deferred tax liabilities (307,128) (347,622)
Net deferred tax liabilities S (261,098) § (310,705)

For the period ended December 31, 2022, no change was recorded for uncertain tax provisions, and
the balance is $0. For the period from September 1, 2021 through December 31, 2021 (Successor),
no change was recorded for uncertain tax provisions, and the balance recorded remains at $0. For
the period from January 1, 2021 through August 31, 2021 (Predecessor), no change was recorded
for uncertain tax provisions, and the balance recorded remained at $0. As of December 31, 2022,

no interest or penalty has been accrued or recognized by the Company related to ASC 740 Income
Taxes.
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The Company reported net operating losses in the following jurisdictions as of December 31:

Jurisdiction 2022 2021 Expiration
US Federal S - S 13,462 Indefinite
US State 15,371 45,764 Various
United Kingdom - 112 Indefinite
Germany 1,462 - Indefinite
Austria 12 46 Indefinite
Canada - 2 20 Years
Total S 16,845 S 59,386

The Company files a US consolidated federal income tax return for Nest Holdings, Inc. and
Subsidiaries which includes Neighborly Company. State returns are filed on either a separate
company or consolidated return basis. The company also files separate returns where required for
the various LLC entities. The Company’s subsidiaries file income tax returns in Canada, Germany,
the UK and Austria.

The Company files US state income tax returns in nearly every state in the US. Many of the state
return filings reflect net operating loss carryovers computed on a post-apportionment basis, while
several states compute operating loss carryovers on a pre-apportionment basis. The US state income
tax effect of the net operating loss carryforwards, net of federal income tax, amounted to $810 and
$1,963 at December 31, 2022 and 2021, respectively. The state net operating losses have varying
carryover periods. The Company expects to fully utilize all net operating loss carryovers prior to
expiration.

The Company has no current or pending US income tax examinations. US Federal income tax returns
for years ended December 31, 2019, December 31, 2020, August 31, 2021 and December 31, 2021
remain open for examination. State income tax returns remain open for similar years, and several
states having a longer statute remain open for examination. The Company has timely filed all
federal and state income tax returns. The Company underwent a federal income tax audit for the
year ended December 31, 2014. The audit was closed during June 2018 with no adjustments
reported.

The UK entities have no prior or pending income tax examinations with Her (now, His) Majesty’s
Revenue and Customs (“HMRC”), the UK’s tax, payments and customs authority. The UK corporation
income tax process is one of self-assessment. Following filing of the tax return, HMRC has a period
of (usually) 12 months in which to raise formal inquiries. These can range from simple information
requests to detailed technical challenges over treatments adopted in the tax return. HMRC has
made no requests. The UK December 31, 2021 corporate tax returns remain open for examination.
The UK entities have timely filed all corporate income tax returns.

The German entities have no prior or pending income tax examinations with Bundeszentralamt fur
Steuern (“BZSt”), Germany’s federal tax office. The statute of limitations in Germany for
examination is four years from the end of the year in which the return was filed. The Germany
entities’ tax returns for years ended December 31, 2018 and forward remain open for examination.
The German entities have timely filed all corporate income tax returns.
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As of December 31, 2019 (Predecessor), the Company maintained a valuation allowance of $2,009.
The valuation allowance represented a reserve against certain UK net deferred tax assets for which
the Company believed the “more likely than not” criterion for recognition purposes could not be
met. For the year ended December 31, 2020 (Predecessor), the Company recorded a valuation
allowance release with respect to these UK net deferred tax assets, on the basis of the Company’s
reassessment of the “more likely than not” criterion. As of each reporting date, the Company
considers new evidence, both positive and negative, that could affect its view of the future
realization of deferred tax assets. In the period from January 1, 2021 through August 31, 2021
(Predecessor) the Company began utilizing net operating losses in the UK tax jurisdiction and
continued to do so in the period from September 1, 2021 through December 31, 2021 (Successor).
The Company fully utilized all remaining net operating losses in the year ended December 31, 2022.
The net operating losses comprised the majority of the UK net deferred tax asset balance.

The Company included in its 2020 (Predecessor) tax calculations the provision of the CARES Act
which allowed the five-year carryback provision for net operating losses. The CARES Act, signed into
law on March 23, 2020, permitted a five year carryback of certain net operating losses. The Company
maintained an approximate $30,000 net operating loss which was carried back in full. The net
operating loss was carried to years prior to 2018, when the federal statutory rate was 35%. As a
result, the Company realized a tax windfall of approximately $3,900 as reflected in the
reconciliation of income tax expense. As of December 31, 2020 (Predecessor), approximately $5,200
of the refund claim was received and as of December 31, 2021 (Successor) the remaining $4,900
was received.

The US and foreign entities operate under transfer pricing agreements that control the pricing of
intercompany management services, interest and royalties.

The Company has both the intent and ability to reinvest foreign earnings, therefore deferred tax
liabilities have not been recorded on either unremitted earnings, components of other
comprehensive income, or applicable foreign withholding taxes.

10. Related Party Transactions

On September 1, 2021, a Monitoring Agreement was entered into with Kohlberg Kravis Roberts & Co
and Harvest Partners under which the Company will pay certain fees and expenses under the terms
of the Monitoring Agreement. For the period ending December 31, 2022, the Company recognized
fees and expenses of $5,747 of which $4,517 is included in board fees and expenses and $1,230 in
in deferred debt issuance costs, which is a reduction to long-term debt, in the accompanying
Consolidated Statements of Operations and Comprehensive Income (Loss). During the period from
September 1, 2021 through December 31, 2021 (Successor), the Company recognized fees and
expenses of $6,708, of which $6,323 is included in transaction costs and $385 is included in
management and board fees and expenses in the accompanying Consolidated Statements of
Operations and Comprehensive Income (Loss).

On May 31, 2018, a Management Agreement was entered into with Harvest Partners under which
the Company will pay certain fees and expenses under the terms of the Management Agreement.
During the period from January 1, 2021 through August 31, 2021 (Predecessor), the Company paid
fees and expenses of $69,176, of which $60,326 is included in transaction costs in the accompanying
Consolidated Statements of Operations and Comprehensive Income (Loss) due to the acquisition of
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the Company; $6,172 is included in management and board fees and expenses and $2,678 was
included in deferred financing costs, and is no longer capitalized.

A subsidiary of the Company is a party to a property lease agreement with an officer of the Company.
Lease payments associated with this agreement totaled $217 for the year-ended December 31, 2022
and $70 for the period from September 1, 2021 through December 31, 2021 (Successor), and $141
for the period from January 1, 2021 through August 31, 2021 (Predecessor).

11. Contingencies

The Company is engaged in various legal proceedings incidental to its normal business activities.
Management has determined that it is not probable that the Company has incurred any loss
contingencies as defined in FASB ASC Topic 450, Contingencies. Accordingly, no liabilities have been
accrued for these matters as of December 31, 2022 (Successor) and 2021 (Successor). Management
believes that the outcome of such matters will not have a material effect on the Company’s
consolidated financial statements.

12. Employee Benefit Plan

The Company sponsors a 401(k) plan covering the majority of its employees. Plan participants may
contribute up to 70% (subject to Internal Revenue Service limitations) of their annual compensation
before taxes for investment in several specified alternatives. Employees are fully vested with
respect to their contributions. The Company may match a percentage of employee contributions as
determined at the discretion of the Board of Directors. Company contributions recognized totaled
$2,261 for the year ended December 31, 2022, $2,549 for the period from September 1, 2021 through
December 31, 2021 (Successor),$987 for the period from January 1, 2021 through August 31, 2021
(Predecessor).

13. Subsequent Events

In preparation of its financial statements, the Company considered subsequent events through March
31, 2023, which was the date the Company’s financial statements were available to be issued.

Subsequent to the date of the financial statements, on February 3, 2023, the Company, through its
indirect, wholly owned subsidiary, Neighborly Issuer LLC, issued $275 million Series 2023-1 7.308%
Fixed Rate Senior Secured Notes (the “Series 2023-1 Senior Notes”) through a third whole business
securitization transaction. The Series 2023-1 Senior Notes have an anticipated repayment date of
January 30, 2028, and a final maturity date of January 30, 2053. Scheduled principal payments of
$687.5 and interest are paid quarterly.

Additionally, that securitization transaction provided for a $125 million variable rate facility with a
maturity date of January 30, 2026 with two one-year extension options. Interest is paid quarterly
at the Secured Overnight Financing Rate (SOFR), plus 350 basis points. The securitization
transaction also provided for a $5.03 million variable rate Delayed Draw Class A-1-LR Senior Note,
with a final maturity date of January 30, 2053, which is only available for limited purposes and
cannot be drawn by Neighborly Issuer LLC. Interest on draws is paid weekly at a rate equal to Prime
plus 300 basis points. In connection with that securitization transaction, issued and undrawn letters
of credit increased to $16.95 million.
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Also on January 1, 2023, and certain dates thereafter, the Manager contributed to the Securitization
Entities through a series of asset transfers to the SPV Guarantor, the Issuer, Assetco and its
subsidiaries, substantially all of the intellectual property, as well as certain other assets and rights,
acquired in 2022 in the business combinations with Lawn Pride and Junk King. The Manager, certain
Securitization Entities and Non-Franchisor SPV Entities entered into a license agreement pursuant
to which they granted a non-exclusive license to use Securitization intellectual property in
connection with owning and operating company-owned locations in relation to Lawn Pride, Junk
King, and Greensleeves.

The Series 2023-1 Senior Notes issued in conjunction with the securitization transaction are secured
by substantially all assets of the Securitization Entities and guaranteed by the Securitization
Entities. Proceeds were distributed to Neighborly’s parent company to extinguish debt incurred by
the parent to fund the Company’s acquisitions.
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GUARANTEE OF PERFORMANCE

For value received, NEIGHBORLY ASSETCO LLC, a Delaware limited liability company (the
“Guarantor”), located at 1010 North University Parks Drive, Waco, Texas 76707, absolutely and
unconditionally guarantees to assume the duties and obligations of MR. APPLIANCE SPV LLC, a
Delaware limited liability company, located at 1010 North University Parks Drive, Waco, Texas 76707
(the “Franchisor”), under its franchise registration in each state where the franchise is registered, and under
its Franchise Agreement identified in its 2024 Franchise Disclosure Document, as it may be amended, and
as that Franchise Agreement may be entered into with franchisees and amended, modified or extended
from time to time. This guarantee continues until all such obligations of the Franchisor under its
franchise registrations and the Franchise Agreement are satisfied or until the liability of Franchisor to its
franchisees under the Franchise Agreement has been completely discharged, whichever first occurs.
The Guarantor is not discharged from liability if a claim by a franchisee against the Franchisor remains
outstanding. Notice of acceptance is waived. The Guarantor does not waive receipt of notice of default
on the part of the Franchisor. This guarantee is binding on the Guarantor and its successors and assigns.

The Guarantor signs this guarantee at Waco, Texas on the 1st day of  April , 2024,

QGuarantor: NEIGHBORLY ASSETCO LLC

.

Jon Shell, Interim President




EXHIBIT E

CURRENT FRANCHISEES

IN THE UNITED STATES AS OF DECEMBER 31, 2023

Note: This list is arranged alphabetically by state and then alphabetically by cities in each state.

State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Alabama Johnson, Derek 205-790-4652 2812 Ruffner Road | Birmingham, AL 35210
Alabama Simmons, Wendell 256-502-5005 251 Washington Harselle, AL 35640
Street NW - PO
Box 61
Alabama Crane Jr., William 256-665-9500 7917 Charlotte Huntsville, AL 35803
Frank: B & M Home Drive, Suite B
Services LLC
(Huntsville AL area)
Alabama Johns, Steven 334-350-5300 | 5965 Monticello Montgomery, AL 36117
Anthony: Home Drive
Services of Alabama
Incorporated (Houston
County area unit)
Alabama Johns, Steven 334-350-5300 | 695 North County | Newton, AL 36352
Anthony: Home Road 9
Services of Alabama
Incorporated
(Montgomery County
area unit)
Alabama McGinty, Rupert 334-758-0200 | 4141 County Road | Notasulga, AL 36866
Howard 54 East
Alabama Crane Jr., William 251-333-1212 | 259 Union Hill Somerville, AL 35670
Frank Road
Alaska Hutson, Kenneth 907-921-2000 130 W. Anchorage, AK 99518
Robert and Hutson, International
Vicki L. and Hutson, Airport Rd., Suite
Kyle Alexander O
KVK Enterprises LLC
Arizona Montenegro, Mario 480-885-2400 | 18135 W. Willow | Goodyear, AZ 85338
Drive
Arizona Spano, Daniel 520-635-4200 | 20692 N. Madison | Maricopa, AZ 85138
Drive
Arizona Gill, George Parker 602-903-1252 2216 E Emelita Mesa, AZ 85204
Avenue

DMS US.361913583.8
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Arizona Hynes, Ryan 602-855-0282 | 9649 E Spiral Ave | Mesa, AZ 85212
Arizona Harkins, Kevin: Ranch | 623-777-5559 8433 N. Black Phoenix, AZ 85021
Gate Enterprises Inc. Canyon Highway,
Suite 106
Arizona Mikulak, Michael Jr. 623-850-5995 12630 N. 103 Sun City, AZ 85351
Ave., Suite 224
Arizona Saylor, Mark 480-855-9274 | 841 W Fairmont Tempe, AZ 85282
Drive, Suite 11
Arkansas Edwards, Aaron Shane | 479-280-0053 | 333 N. Durango Fayetteville, AR 72704
& Tanya; Edwards Place
Appliance Service,
Inc.
Arkansas Edwards, Aaron Shane | 479-974-1100 | 5401 Rogers Fort Smith, AR 72903
& Tanya; Edwards Avenue, Suite 227
Appliance Service,
Inc.
Arkansas Patel, Bhaveshbhai 501-483-0060 | 407 Stagecoach Little Rock, AR 72210
(Greater Little Rock Village
area MRA20223)
Arkansas Patel, Bhaveshbhai 501-483-5400 14524 Cantrell Rd., | Little Rock, AR 72223
(Hot Springs area Suite 140, Unit 227
MRA20302)
Arkansas Roth, Thomas 870-819-3010 12 County Road Poplar Bluff, MO 63901
Theodore & Roth, 465
Lori Dawn: TL Roth,
LLC
Arkansas Jones, Jr., Milton 903-949-3636 3498 Summerhill Texarkana, TX 75503
Clark Road
California Baghdasaryan, Karen | 714-923-0222 | 1274 N. Red Gum | Anaheim, CA 92806
Street
California Sosa, Carlos 925-626-0606 45 Letty Lane Brentwood, CA 94513
California Vera, Eugenio 619-837-5755 | 943 S. Mollison El Cajon, CA 92020
Agapito Ave.
Vera Appliance LLC
California Stegner, Brian 714-475-3443 16512 Burke Lane, | Huntington Beach, CA
Edward: Suite D 92647
Appliance Solutions
LLC
California Osman, Robert: R & R | 209-353-1144 | 2301 Cheyenne Modesto, CA 95356

Expert Services, LLC

Way
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California Blen, Nelson Alan 818-306-8996 4412 Ocean View Montrose, CA 91020
Boulevard #102
California Brown, Duane and 760-896-4994 1544 Sara Marie P1 | Ramona, CA 92065
Giroux, Leslie Marie
Brown Giroux LLC
California Stegner, Brian 909-841-5560 11687 Mt. Waverly | Rancho Cucamonga, CA
Edward: Court 91737
Appliance Solutions
LLC
California Batiancila, Ramil 619-730-7300 1111 Sixth Ave, San Diego, CA 92101
Suite 233
California Taherian, Mohammad | 424-322-0500 1434 4™ Street Santa Monica, CA
R. 90401
California Stegner, Amy and 951-926-1353 27471 Richmond Winchester, CA 92596
Stegner, Brian Road
California Nelson, Keith 909-312-4433 12189 7th Street, Yucaipa, CA 92399
Suite 15
Colorado Hutson, Kenneth R. 303-501-5402 3090 S. Jamaica Aurora, CO 80014
and Vicki L.: KVH Court, #110
Appliance Repair LLC
Colorado John, Robin 720-868-0444 5056 S. Evanston Aurora, CO 80015
Street
Colorado Slater, Shelley: S & S | 970-235-2325 100 W Beaver Avon, CO 81620
Appliance Care, LLC Creek Boulevard
#406
Colorado Remsen, Daniel 720-308-2996 2844 Lima Street Denver, CO 80238
Powell: Parallel
Ventures, Inc.
Colorado Stewart, Valerie: VSS | 303-876-7615 | 5575 S Sycamore Englewood, CO 80112
Enterprises, Inc. Street, Suite 308
Colorado Battista, David 720-334-3548 5029 Orchard Court | Golden, CO 80403
William: DRB Home
Services LLC
Colorado Anderson, Richard W. | 970-266-9000 | 9578 Phillips Road | Lafayette. CO 80026
& Linda A.
Colorado Anderson, Richard 970-266-9000 2318 E. 13th Street | Loveland, CO 80537
Colorado Ketchum, Alonzo Jay: | 719-551-5075 15954 Jackson Monument, CO 80132
Ketchum Enterprises Creek Parkway,

LLC (The Front
Range area
MRA20155)

Suite B #711
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code

Colorado Ketchum, Alonzo Jay | 719-551-5075 15954 Jackson Monument, CO 80132
Ketchum Enterprises Creek Parkway,
LLC (The Front Suite B # 711
Range #2 area
MRA20746)

Colorado Hutson, Kenneth and 303-621-7781 10841 S Crossroads | Parker, CO 80134
Vicki Drive, Suite 202

Connecticut Ward, James 914-245-4600 1492 High Ridge Stamford, CT 06903

Road, Suite 4

District of

Munoz, Abdel Alejo

202-734-3100

4301 50th Street

Washington DC, 20016

Columbia Junquera N.W., Suite 300

Florida Cheong, Claude (754) 220-0500 | 9084 NW 23rd Coral Springs, FL 33065
Christopher Place

Florida Webb, Matthew (863) 758-4261 | 722 Alta Vista Davenport, FL 33896
Robert and Pezzoli, Court
David Joshua and
Petresky, Tyler

Florida Tuck, Robert (Lee 239-548-0208 14231 Jetport Loop | Fort Myers, FL 33913
County area unit West, Unit 5B
MRA20316)

Florida Aldridge, Kerry (904) 720-8686 | 1205 Beach Jacksonville, FL 32250
Daniel Boulevard, Suite C

Florida Cartier, Joseph (863) 226-5085 | 3310 Tawny Grove | Lakeland, FL 33811
Michael Place

Florida Aleman, Diosdado 305-824-1120 11315 SW 46™ St. Miami, FL 33165
Jesus: Aleman Home
Services, Corp.

Florida Aldridge, Kerry 904-770-5007 | 14 Swimming Pen | Middleburg, FL 32068
Daniel Dr., Suite 11

Florida Tuck, Robert J. 941-627-8788 | 995 Golden Gate Naples, FL 34102
(Collier area unit Parkway
MRA15596)

Florida Emory, Bruce and 352-229-8659 1601 Magnolia Ocala, FL 34475
Emory, Brent Avenue

Florida Schmitt, Todd David 321-236-6700 9113 Sloane Street | Orlando, FL 32827

Florida Webb, Matthew 407-208-2323 100 Alexandria Oviedo, FL 32765

Robert

Boulevard, Suite 23
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Florida Webb, Matthew and 407-208-2323 | 2600 Barnswallow | Oviedo, FL 32765
Pezzoli, David Joshua Lane
and Petresky, Tyler
Florida Woods, Daniel 850-233-8558 169 Griffin Panama City Beach, FL
Anthony & Tammy Boulevard, Unit 32413
123
Florida Tuck, Robert J. 941-627-8788 | 24650 Sandhill Punta Gorda, FL 33983
(Charlotte/DeSota/S. Blvd, Unit 407
Sarasota area unit
MRA 14545)
Florida Schachter, Brittany 352-672-0345 | 396 Bell Branch Saint Johns, FL 32259
Byers: LUHLOO LLC Lane
Florida Lago, Amy & Doug 941-747-4513 | 7910 N Tamiami Sarasota, FL 34243
Trail Suite 211
Florida Hamilton, William 863-658-3222 124 Winston Road | Sebring, FL 33876
James
Florida Bogart, Justin Wayne | 352-240-1290 | 3616 Commercial Spring Hill, FL. 34606
Way
Florida Crane, William Frank | 770-367-8027 163 Eliza Road #2 | Tallahassee, FL 32308
Jr.
Florida Lago, Amy & Doug 813-657-3499 | 42360 S. MacDill Tampa, FL 33610
Ave Suite G
Florida Brady, Harold A 727-807-2360 1028 Rose Tree Tarpon Springs, FL.
Lane 34689
Florida Beatty 111, Claude A. 772-778-0015 9055 Americana Vero Beach, FL 32966
& Greer, Christopher: Road, Suite 22
Beatty Greer, Inc.
(Melbourne area unit)
Florida Beatty 111, Claude A. 772-778-0015 9055 Americana Vero Beach, FL 32966
& Greer, Christopher: Road, Suite 22
Beatty Greer, Inc.
(Stuart area unit)
Florida Beatty 111, Claude A. 772-778-0015 9055 Americana Vero Beach, FL 32966
& Greer, Christopher: Road, Suite 22
Beatty Greer, Inc.
(Vero Beach area unit)
Florida Beatty, Matthew 561-697-3436 | 5840 Corporate West Palm Beach, FL
Way, Suite 107 33407
Florida Martin, James & (352) 995-6655 | 11156 Suspense Winter Garden, FL

Martin, Amanda: JM
& F, LLC (Clermont
and Apopka
MRA20662)

Drive

34787
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Phone
Number

Address

City, State and Zip
Code

Florida Martin, James & 352-995-6655 1156 Suspense Winter Garden, FL
Martin, Amanda: JM Drive 34787
& F, LLC
(Clermont and
Apopka-2
MRA20753)
Georgia Stentiford, Jarod 404-965-0448 | 443 Maynard Atlanta, GA 30316
Erwin and Keith Terrace S.E.
Douglas Stentiford
The Stegacy Group,
LLC
Georgia Stentiford, Jarod 404-965-0448 644 Antone Street, | Atlanta, GA 30318
Erwin and Keith NW
Douglas Stentiford
The Stegacy Group,
LLC
Georgia Smith, Quentin 706-750-0808 | 4159-G Wheeler Augusta, GA 30907
Road
Georgia Emory, Bruce and 470-977-2700 | 4560 Atwater Buford, GA 30518
Emory, Brent Court, Suite 105,
Office 10
Georgia Pae, Deborah Ruth: 630-363-3334 207 North Dalton, GA 30721
DW of North Georgia, Easterling
Inc.
Georgia Carver, Walter Elmer | 912-533-0000 210 N. Peterson Douglas, GA 31533
Ave.
Georgia Emory, Bruce Lynn & | 770-629-3737 | 3448 Stembler Douglasville, GA 30135
Emory, Brent Ridge
Christopher
Georgia Leggett, Jamie 770-779-1199 | 9816 Forest Hill Douglasville, GA 30135
Drive
Georgia Davis, David Wesley | 478-309-5960 101-A Walke Dairy | Dublin, GA 31021
Champion Appliance Road
Services, LLC
Georgia Cannington, Chris 229-332-0175 | 4060 Fair Haven Eastman, GA 31023
Claude Road
Georgia Wilson, Kenneth W. 678-523-9492 3430 Patterstone Johns Creek, GA 30022
Drive
Georgia Liburd, Carl A. 678-245-2859 | 2689 Candler Drive | Marietta, GA 30064
Georgia Emory, Bruce Lynn & | 770-262-0887 | 388 Bullsboro Newnan, GA 30263

Emory, Brent
Christopher

Drive #343
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Franchisee /
Principal Owner

Phone
Number

Address

City, State and Zip
Code

Georgia Davis, David Wesley | 912-330-0002 1765 Old Dean Pooler, GA 31322
Champion Appliance Forrest Road, Suite
Services, LLC 1
(Savannah)
Georgia David Wesley Davis 706-705-2323 | 29A #2 N. Main St. | Watkinsville, GA 30677
Georgia Causby, David 470-531-1616 | 220 Heritage Walk, | Woodstock, GA 30188
Benjamin Suite 119
Idaho & Wyoming | Walker, Lonny K.: 208-524-7204 | 460 Katelynd Street | Blackfoot, ID 83221

The Sunstone Group
LLC

Idaho Smith, Danny L. & 208-461-6677 | 2815 Garrity Nampa, ID 83687
Suzanne Boulevard
Idaho Smith, Danny 208-461-6677 | 2815 Garrity Nampa, ID 83687
Boulevard
[linois Walters, Joseph 217-358-2605 | 7 Swan Lake Road | Bloomington, IL 61704
[linois Walters, Joseph 309-585-6300 | 10051 McCue Bloomington, IL 61705
Drive
[linois Walters, Joseph 309-273-1188 | 7 Swan Lake Road | Bloomington, IL 61704
[linois Gibson, Claude 872-249-9700 | 2317 E 68th Street, | Chicago, IL 60649
Dennis Apt 3
[linois Gibson, Claude 872-249-9700 | 2317 E 68th Street, | Chicago, IL 60649
Dennis Apt 3
[linois Wojtkiewicz, Nathan | 872-225-4600 | 1808 North Wilmot | Chicago, IL 60647
Ellery Avenue
Illinois Woodard, Chevonne: 312-626-5467 1016 S. Claremont | Chicago, IL 60612
Cedell Services LLC Ave., Apt 2
[linois Grubofski, Chad 618-213-3030 | 58 Chateau Drive Fairview Heights, 1L
62208
[linois Thanepohn, Brian D. 815-695-9532 12018 Lisbon Road | Newark, IL 60541
Illinois Wojtkiewicz, Nathan 224-458-4222 401 Huehl Road, Northbrook, IL 60062
Ellery Suite 2A
1738 Ventures, Inc.
Indiana Cook, Jonathan 260-333-9400 | 2560 County Road | Auburn, IN 46706
56
Indiana Miller, Dwight Wick | 765-364-9425 | 4626 Fall Creek Crawfordsville, IN
Road 47933
Indiana Coyne, Jerry 260-706-2100 | 5 Homestead Decatur, IN 46733

DMS US.361913583.8

MR. APPLIANCE - 2024 FDD

E-7




State

Franchisee /
Principal Owner
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Number

Address

City, State and Zip
Code

Indiana Lytle, David Patrick 574-825-4321 54628 County Road | Elkhart, IN 46516
DPL Investments, 17
LLC (North Central
Indiana area
MRA20748)
Indiana Marino, Nicholas J. 812-350-6274 | 2950 Weald St. Greenwood, IN 46184
Indiana Van Willigen, Scott 317-357-8000 | 805 S. Kitley Indianapolis, IN 46219
Avenue
Indiana Beck, Ryan Alan 463-258-0001 113 S. Center St. Plainfield, IN 46168
Beck Technical, LLC Suite A
Iowa Archer, Dennis Ray: D | 515-494-2224 | 4102 56th Street Des Moines, 1A 50310
Archer Enterprises
LLC
Iowa Evaro, Dana Scott 712-710-0005 24 Ann St. Milford, IA 51351
Kansas Cummins, Lane 316-448-3990 1410 West Carr El Dorado, KS 67042
Avenue
Kansas Bruflat, John Steven 816-896-0120 | 676 SE Bayberry Lee’s Summit, MO
Ln. Ste 102 64063
Kentucky Farmer, Christopher 270-306-4100 | 2501 Crossings Bowling Green, KY
Lee and Farmer, Blvd. Suite 121 42101
Kathryn: Gentry
Farmer Enterprises,
LLC
Kentucky Hughes, Stephen G. 859-629-4111 | 347 Southland Lexington, KY 40503
and Kristy N.: Simple Drive
Dreams Services, LLC
Kentucky Farmer, Christopher 502-785-8300 | 10200 Forest Green | Louisville, KY 40223
Lee and Farmer, Boulevard, Suite
Kathryn: Gentry 112
Farmer Enterprises,
LLC
Kentucky Farmer, Christopher 805-785-8300 | 10200 Forest Green | Louisville, KY 40223
Lee and Farmer, Boulevard, Suite
Kathryn: Gentry 112
Farmer Enterprises,
LLC
Kentucky Johnson, Thomas 270-297-3333 1839 Fieldcrest Owensboro, KY 42301
Drive
Louisiana Hughes, Stephen G; 225-224-7300 | 6630 Exchequer Baton, Rouge, LA

Hughes, Kristy
Appliance of Nela,
LLC

Drive Suite L, M, N

70809

DMS US.361913583.8
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Franchisee /
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Code

Louisiana Faucheux III, Joel 504-215-8838 | 208 Tregle Lane Des Allemands, LA
James 70030
JG Nola Ventures, Inc.
Louisiana Fields, Jeffery P (337) 717-1900 | 1318 Camellia Lafayette, LA 70508
Boulevard, Suite
223
Louisiana Davis, Dennis 318-769-0050 | 513 Eagle Drive Pineville, LA 71360
Louisiana Jones, Milton and 318-532-5757 1800 Buckner Shreveport, LA 71101
Rogers, Christopher Street, Suite B201
Maryland Worden, Christopher | 410-200-9559 1125 West Street, Annapolis, MD 21401
Suite 223
Maryland Teichman, Michael 410-753-6230 | 6503 Deancroft Baltimore, MD 21209
Alexander: MAT Road
Scanning LLC
Maryland Canino, Robert & 410-864-0033 | 6509 Sharon Road | Baltimore, MD 21239
Canino, Sandra
M & L Appliance
Services, Inc.
Maryland Canino, Robert & 410-994-2484 16 A Bel Air South | Bel Air, MD 21015
Sandra Canino Parkway # 501
(Aberdeen, MD)
Maryland Walls, David Allen (240) 691-8594 | 2323 Sansbury Chesapeake Beach, MD
Drive 20732
Maryland Piotrowski, Edward 443-973-3500 | 3470 Ellicott Ellicott City, MD 21043
Blue Heron Center Drive, Suite
Enterprises Inc. C
Maryland Piotrowski, Edward & | 301-296-9100 7947 Queenair Gaithersburg, MD
Piotrowski, Elizabeth Drive, Suite 101 20879
Blue Heron
Enterprises Inc.
Maryland Williams, Gregory 301-861-2500 | 3495 Elsa Avenue | Waldorf, MD 20603
Lewis
Massachusetts Curreri, Giuseppe (978) 619-8100 | 3 Eagle Lane Beverly, MA 01915
Antonio
Massachusetts Libby, Tyler Paul 603-969-9944 | 12A Summer St. Georgetown, MA
Massachusetts Blanchette, 978-688-6299 1565 Main Street, Tewksbury, MA 01876
Christopher M.: RAB Building 2, Suite
Services LLC 202
Massachusetts & Blanchette, 781-319-7017 1555 Main Street, Tewksbury, MA 01867
New Hampshire Christopher M.: RAB Building 2, Suite
Services LLC 202

DMS US.361913583.8

MR. APPLIANCE - 2024 FDD
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Michigan Mathews, Robert Gus | 248-247-3939 | 41000 Woodward | Bloomfield Hills, MI
Jr. Suite 350 48304
Michigan Lytle, David Patrick 616-425-7200 | 245 Settlers Pass Cedar Springs, MI
(Western Michigan 49319
area MRA — 16154)
Michigan Rice, Timothy Russell | 810-252-7745 | 24838 Woodcraft Dearborn, MI 48124
Drive
Michigan Griftiths, Donald & 734-492-1212 | 7585 Forest St. Dexter, MI 48130
Griftiths Yelena
Washtenaw Area
Home Services
Corporation
Michigan Calver, Joshua 517-888-7778 | 2105 Woodland Hillsdale, MI 49242
Trail
Michigan Mathews Jr, Robert & | 810-735-6200 1021 N. Bridge Linden, MI 48451
Mathews, Regina Street
Michigan Adamkiewicz, 810-966-9590 | 21 N. Main St. Mount Clemens, MI
Michael 48043
Michigan Kleinhans, Rick 989-395-0581 6504 S. Curtis Mount Pleasant, MI
Robert: Robert-Joy's Road 48858
LLC
Michigan Adamkiewicz, Marsha | 810-966-9590 3123 Wexford Port Huron, MI 48060
M. & Michael D.: Circle
Certified Mechanical
& Appliance, Inc.
Michigan Lytle, David Patrick 269-926-6204 | 526 W 14th Street | Traverse City, MI 49684
(Rockford area #157
MRA20781)
Michigan Lytle, David Patrick 269-926-6204 | 526 W. 14th Street | Traverse City, MI 49684
(Traverse City area #157
MRA20424)
Michigan Lightner, Scott 810-484-0892 | 4568 W. Walton Waterford, MI 48329
Richard Boulevard, Suite C
Minnesota Tollefson, Todd S. 218-444-4802 | 3811 Jacks Road Bemidji, MN 56601
N.W.
Minnesota Mayo, Rowley Gene 763-559-1777 | 19459 Norfolk Elk River, MN 55330
Street N.W.
Minnesota Doughan, Ryan 952-960-0245 1410 7th Street New Prague, MN 56071
Joseph Court SE

DMS US.361913583.8
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Minnesota Sumner, Brian James 507-414-8998 1455 Robinhood Owatonna, MN 55060
Sumner Construction Lane SE
& Company LLC
Minnesota Mayo, Rowley 763-559-1777 | 4190 Vinewood Plymouth, MN 55442
Lane N., Suite 111-
450
Minnesota Suk, Michael Dean 507-328-0900 1592 Rocky Creek | Rochester, MN 55906
Michael D LLC Dr. NE
Minnesota Winter. Christopher 612-213-0148 21044 Commerce Rogers, MN 55374
Blvd. Suite 250
Mississippi Crane Jr., William 601-990-3090 | 4327 Lakeland Dr | Flowood, MS 39232
Frank
B & M Home
Services, LLC
Missouri Willey, Mark Steven: 417-231-9966 2461 MO 165, Branson, MO 65616
Willey Enterprises, Suite 100
L.L.C.
Missouri Walters, John James: 314-822-1991 1739 Rudder Fenton, MO 63026
Awalt Residential Industrial
Services, LLC Boulevard
Missouri Willey, Mark Steven: | 417-365-4847 | 420 S. Grand Joplin, MO 64801
Willey Enterprises, Avenue, Suite
L.L.C. 159C
Missouri Bruflat, John Steven 816-906-0120 | 676 SE Bayberry Lee’s Summit, MO
Lane, Suite 102 64063
Missouri & Roth, Thomas 573-840-3252 12 County Road Poplar Bluff, MO 63901
Illinois 465
Missouri Grubofski,Chad: 636-875-7775 9400 Manchester Saint Louis, MO 63119
Gurbski LLC (Saint Road
Louis Area)
Missouri Willey, Mark Steven: | 417-413-2112 | 221 E Sunshine Springfield, MO 64803
Willey Enterprises, Street, Suite B
L.L.C.
Missouri Roper, Sandra & 573-842-1932 | 509 Historic 66W Waynesville, MO 65583
Robert
Montana Blackburn, Matthew 406-404-8484 1377 Spooner Road | Bozeman, MT
Roy (Bozeman area)
Nebraska Barber, Cory and 402-909-5501 20283 Wirt St. Elkhorn, NE 68022
Barber, Rebecca Baker Suite B
CR Technologies,
LLC

DMS US.361913583.8
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Nebraska Fosdick, Chad Jason 308-221-3500 105 North Jeffers North Platte, NE 69101
Street
Nebraska Abhianti, Ankou 402-513-6216 4611 S. 96th St. Omaha, NE 68127
Suite 115
Nevada Bullock, Scott D. & 775-741-0542 | 3380 W. Hacienda | Las Vegas, NV 89147
Lisa M.: Noble LLC Avenue, Suite 102
(Henderson unit)
Nevada Bullock, Scott D. & 775-741-0542 | 3380 W. Hacienda | Las Vegas, NV 89147
Lisa M.: Noble LLC Avenue, Suite 102
(Las Vegas unit)
Nevada Bullock, Scott D. & 775-741-0542 | 3380 W. Hacienda | Las Vegas, NV 89147
Lisa M.: Noble LLC Avenue, Suite 102
(North Las Vegas
unit)
Nevada Bernard, Alexandre 775-319-5133 960 Matley Lane Reno, NV 89502
SquireCorp LLC #9

New Hampshire

Preston, Larry J. &
Duggan Jr., John

603-485-3373

443 Deerpath Lane

Allenstown, NH 03275

New Hampshire & | Lemieux, Jeanne Ann | 603-734-2531 285 Calef Highway | Epping, NH 03042
Maine #12D
New Jersey Risoli, Craig and 201-957-7070 | 38-A Jackson Hoboken, NJ 07030
Torres, Matthew Street, Unit D503
(Hoboken)
New Jersey Martin, James D. & 732-847-9440 | 5 John Street Jamesburg, NJ 08831
Martin, Amanda A.:
IM & F LLC (Edison
area MRA20432)
New Jersey Hogans I1I, Franklin 610-358-0900 1 Eves Drive, Suite | Marlton, NJ 08053
Thomas (Cherry Hill 139
area)
New Jersey Risoli, Craig and 908-274-1100 | 50 South Orange Orange, NJ 07050
Torres, Matthew Street, Unit 14
New Jersey Martin, James & 732-847-9440 1056 Hwy 9 South | Parlin, NJ 08859
Martin, Amanda: JM Pmb278
& F LLC (Middlesex
& Somerset area
MRA20079)
New Jersey Villar, Daniel Alberto: | 973-586-9802 21 Pine Street, Rockaway, NJ 07866

Appliance
Professional Service
LLC

Suite 135 - PO Box
238

DMS US.361913583.8
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New Jersey & Jones, Heather & 856-249-0055 | 513 N. Black Horse | Runnemede, NJ 08078

Pennsylvania Melvin Unit 5

New Jersey Canino, Robert 856-681-3636 | 11 Chrysanthemum | Sewell, NJ 08080
Francis Court

New Jersey Martin, James & 732-333-2000 419 Morningside Union Beach, NJ 07735
Martin, Amanda Avenue
(Union Beach area
MRA20717)

New Jersey Hogans III, Franklin 609-225-9600 | 3121 Fire Road Wallingford, PA 19068
Thomas (Egg Harbor Suite 332
area)

New Mexico Gallegos, Charles: 505-373-3388 760 Arcturus Rio Rancho, NM 87124
Appliance Empire Inc. Avenue S.E.

New York Singh, Jasbir K. and 914-279-0707 37 Lincoln Avenue | Ardsley, NY 10502
Rodriguez, Edwin:
Riverdale Service, Inc.
New York Shively, Edward: 518-347-7700 5 Berchman Drive | Ballston Lake, NY
Shively Holdings, 12019
LLC
New York Amato, Robert 631-472-1990 | 62 Cinque Lane Bayport, NY 11705
New York Shanet, Paul 718-210-2242 1860 Ocean Brooklyn, NY 11223
Parkway 6C
New York Kauder, Stuart S. 212-628-2500 | 500 East 88th New York, NY 10128
Street
New York Montemorano, 585-254-6060 158 Hollenbeck Rochester, NY 14621
Timothy: Expert Street
Appliance Sales &
Service, LLC
New York Stern, Abraham: 917-776-4496 1732 Symphony Toms River, NJ 08755
Staten Island Lane
Appliance Repair LLC
New York Mihes, Adrian: NY 914-574-4455 78 Park Avenue White Plains, NY 10603
Purebred Inc.
(Scarsdale area
MRA20160)
New York Mihes, Adrian: NY 914-574-4455 78 Park Avenue White Plains, NY 10603

Purebred Inc. (Upper
Nassau County area
MRA20265)

North Carolina

Tuck, Robert J.
One Stop Home
Appliance Center, Inc.

828-333-9339

2128
Hendersonville
Road

Arden, NC 28704

DMS US.361913583.8
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(Asheville #2 Area
MRA20757)

North Carolina

Tuck, Robert J.

One Stop Home
Appliance Center, Inc.
(Asheville Area
MRA20208)

941-391-0310

21 Sardis Road,
Unit 664

Asheville, NC 28806

North Carolina

Arroyo, Anthony R.

828-434-9944

665 E. King St.,
Suite C

Boone, NC 28607

North Carolina

Brandon, Stanley

919-714-8300

1240 S.E. Maynard
Rd.

Cary, NC 27511

North Carolina

Washington, Timothy:
D5 Holdings LLC

919-326-7800

150 Providence
Road, Suite 100D

Chapel Hill, NC 27514

North Carolina

Borcherdt, Judith
Lynn (Central

Charlotte area
MRA20684)

980-294-0033

4400 Stuart
Andrew Blvd. #G

Charlotte, NC 28217

North Carolina

Borcherdt, Judith
Lynn (Rock Hill area
MRA20685)

803-670-3100

542 Griffith Road

Charlotte, NC 28217

North Carolina

Gartoua, Abdelhak

984-272-2204

675 Seminole Rd

Fuquay Varina, NC
27507

North Carolina Crater, Thomas 336-609-5700 5306 Bennington Greensboro, NC 27410
Daniel: Crater Service Drive
Corporation

North Carolina Fahy, David 704-975-4427 | 5389 Apple Glen Harrisburg, NC 28075
Woodrow: David Fahy Drive
& Associates LLC

North Carolina

Maloney, Raymond

704-443-5225

2335 Big Pine

Matthews, NC 28105

Leonard Drive
North Carolina Baughman, David 843-903-3316 | 1633 Goose Creek | Ocean Isle Beach, NC
AM PM Service, LLC Road S.W. 28469

(Coastal Carolina)

North Carolina

Hobbs, Randall

910-683-7070

403 Mumford Road

Raeford, NC 28376

North Carolina Patel, Ashok and 919-954-8976 | 8719 Harps Mill Raleigh, NC 27615
Nisha Road
North Carolina Borcherdt, Robert 704-833-8380 | 469 Hospital Dr., Shelby, NC 28054
Daniel Suite C
North Carolina Baughman, David 910-796-1118 1901 Blue Clay Wilmington, NC 28405
Road - PO Box
2406

DMS US.361913583.8
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North Carolina

Rhudy, II, Gary Blake

252-751-9600

5939 Sandford

Wilson, NC 27896

Road
Ohio Mathews, Robert Jr. 440-984-6633 8077 Leavitt Rd. Ambherst, OH 44001
and Mathews, Regina
Ohio Eichelberger, Daniel 419-496-4848 5849 Olivesburg- Ashland, OH 44805
(Ashland & Mansfield Fitchville Road
area)
Ohio Locker, Todd R 330-874-6017 870 State Route Bolivar, OH 44612
212 N.W. - PO Box
256
Ohio Johnson, Steven C. 205-381-0692 10979 Reed Cincinnati, OH 45242
Hartman Highway,
Suite 221
Ohio Tuwamo, Yannick 614-398-2688 | 620 E. Broad St. Columbus, OH 43215
Mangika Suite P
Ohio Smith, Dana 419-221-3900 1935 Elida Road Lima, OH 45805
(Reynoldsburg area
MRA20347)
Ohio Smith, Dana 419-221-3900 1935 Elida Road Lima, OH 45805
(Columbus Area
MRA20319)
Ohio Smith, Dana (West 419-221-3900 1935 Elida Road Lima, OH 45805
Central Ohio MRA —
00501104103)
Ohio McAllen, John 440-701-4400 7690 Lake Shore Madison, OH 44057
Boulevard
Ohio Eichelberger, Daniel 740-258-6800 | 49 S. Illinois Mansfield, OH 44905
(Delaware & Newark Avenue
area)
Ohio Eichelberger, Daniel 419-496-4848 | 49 South Illinois Mansfield, OH 44905
Lee (Fremont & Ave.
Sandusky)
Mountain Oaks
Enterprises, LLC
Ohio Mathews, Robert Gus, | 440-652-3033 5539 Ridge Road Parma, OH 44129
Jr.
Ohio Mathews, Robert Gus, | 440-652-6409 16870 State Road Royalton, OH 44133

Jr. and Mathews,
Regina Lynne: Rebel
Services LLC

North

DMS US.361913583.8
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Ohio Kinnear, Scott Reed 937-471-4242 | 544 South Burnett | Springfield, OH 45505
Golden Dog Simba, Rd.
LLC

Ohio Eichelberger, Daniel 419-392-9601 | 2620 Centennial Toledo, OH 43617
(Perrysburg area) Road Suite P

Ohio Mullins, William 937-515-0174 9454 Ash Ridge Winchester, OH 45697
Charles and Mullins, Winchester Road
Tracy L.

Ohio McAllen, John: Arcola | 330-318-3600 57 Melrose Avenue | Youngstown, OH 44512
Services Group, Inc.

Oklahoma Inman, Aaron 580-353-7175 176552 Johnson Duncan, OK 73533
Anderson: The Inman Road
Group, LLC

Oklahoma Johnson, Steven C.: 405-631-1674 | 6310 S Western Oklahoma City, OK
Appliance Enterprises Avenue 73139

Oklahoma England, Cole Justin: | 580-761-0966 | 1987 Silver Piedmont, OK 73078
Servant Group LLC Crossing Circle

Oklahoma Roper, Kendell D. 918-877-0435 | 12505 E. 27th Tulsa, OK 74129
(Broken Arrow area Street
MRA20539)

Oklahoma Roper, Kendell D. 918-387-4628 12505 E. 27th Tulsa, OK 74129
(Tulsa area Street
MRA20084)

Oregon McCall, David Warren | 360-521-9721 | 6950 SW Hampton | Tigard, OR 98682

Street, Suite 116
Oregon McCall, David Warren | 360-833-1272 | 10914 N.E. 39th Vancouver, WA 98682
Street, Suite B1

Pennsylvania Risoli, Craig and 908-274-1100 | 6235 Hamilton Allentown, PA 18106
Torres, Matthew Blvd. #110
Legacy Appliance
Repair Inc.

Pennsylvania Risoli, Craig and 267-270-4141 3070 Bristol Pk, Bensalem, PA 19020
Torres, Matthew Building 1-100 B

Pennsylvania, Hogans III, Franklin 610-358-0900 | 108 Commons Chadds Ford, PA 19317

Delaware & Thomas Court

Maryland

Pennsylvania McAllen, John and 412-931-0903 1315 Coraopolis Coraopolis, PA 15108

McAllen, Vicki

Heights Road, Suite
#2001

DMS US.361913583.8
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Pennsylvania Gloskey, Richard H.: 610-290-8500 150 Allendale King of Prussia, PA
RHG Appliance Road, Suite 115 19406
Repair, LLC #62
(Doylestown Unit)

Pennsylvania Schall, Robert James 724-335-2223 | 281 Fairhaven Lower Burrell, PA

Drive 15068

Pennsylvania Powl, Mark and Powl, | 717-516-5445 195 Silver Maple Mount Wolf, PA 17347
Jennifer Court
(Mechanicsburg area
MRA20497)

Pennsylvania Powl, Mark and 717-889-7520 | 195 Silver Maple Mount Wolf, PA 17347
Powell, Jennifer Court
(Lancaster area
MRA20773

Pennsylvania Gloskey, Richard: 610-290-8500 | 2525 W Main Norristown, PA 19403
RHG Appliance Street, 3rd Floor
Repair, LLC (King of
Prussia area
MRA20249)

Pennsylvania Gloskey, Richard 610-290-8500 | 2525 W Main Norristown, PA 19403
(Lititz area Street, 3rd Floor
MRA20346)

Pennsylvania Gloskey, Richard H.: | 272-250-6727 162 North Main Old Forge, PA 18518
RHG Appliance Street, Suite 2
Repair, LLC (Scranton
area MRA20768)

South Carolina

Smith, Quentin Lee:
QLS Enterprise, LLC

803-761-9100

102 Old Market
Street, Suite 102

Aiken, SC 29803

South Carolina

Trask, Sean Brian &
Trask, Margaret
Elizabeth

ST3 Enterprises, Inc.
(Charleston)

843-212-2300

125 Wappoo Creek
Drive, Building G,
Suite 213

Charleston, SC 29412

South Carolina

Borcherdt, Judith
Lynn (Rockhill area
MRA20685)

803-670-3100

542 Griffith Road

Charlotte, NC 28217

South Carolina

Smith, Quentin Lee:

803-567-1001

2711 Alpine Road,

Columbia, SC 29223

QLS Enterprise, LLC Suite 220
South Carolina Jackson, Trent Bryant | 803-520-3113 1938 Augusta Lexington, SC 29072
Highway

DMS US.361913583.8
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South Carolina

Trask, Sean Brian and
Trask, Margaret: ST3
Enterprises, Inc.

864-569-7011

201 Chestnut Oaks
Circle

Simpsonville, SC 29681

South Dakota Barber, Cory Lee 605-824-6116 214 N. Main Street, | Aberdeen, SD 57401
Suite #2
South Dakota Flyger, Jonathan 605-809-8500 | 3710 S Westport Sioux Falls, SD 57106
Avenue, Suite A,
Tennessee Lago, Douglas and 423-800-7555 | 5959 Shallowford Chattanooga, TN 35210
Lago, Amy Road, Suite 535
Tennessee Burkholder, Nathanael | 931-503-7070 551 Dover Road Clarksville, TN 37042
Tennessee Lee, Donna 931-372-2775 476 South Old Cookeville, TN 38501
Kentucky Road
Tennessee Arroyo, Anthony R. 423-282-1079 144 Old Gray Gray, TN 37615
(Tri-Cities area MRA Station Road,
—16413)
Tennessee Arroyo, Anthony 615-988-3999 | 144 Old Gray Gray, TN 37615
(Knoxville area Station Road, Suite
MRA20027) 100
Tennessee Jenkins, Robert Earl 615-991-2111 713 West Main Hendersonville, TN
Jr. Street, Suite 108 37075
Tennessee Johnson, Andrew 901-505-0106 5702 Summer Memphis, TN 38134
Avenue
Tennessee Burkholder, Nathanael | 931-503-7070 | 2375 Farms Circle | Woodlawn, TN 37191
Texas Coleman, Larry 409-271-3331 1310 110 Suite Beaumont, TX 77707
104A
Texas Lytle, David Patrick 972-512-6400 2910 Bellmeade, Carrollton, TX 75006
(Carrollton area Suite 118
MRA20789)
Texas Olive, Andrew L. & 830-626-2400 | 3907 Whisper View | Cibolo, TX 78108
Amira J.
Texas Green, Barron Wesley | 972-538-8040 | 329 Meadowcreek | Coppell, TX 75019
and Green, Deborah Road
Kay: BD Global
Holdings, LLC
Texas Berry, Paul A. 361-767-5566 | 5934 Staples, Suite | Corpus Christi, TX

206

78413
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Texas Ray Theresa 254-519-5823 1217 Ole School Crawford, TX 76638
Parkway
Texas Green, Baron Wesley | 972-538-8040 3625 North Hall Dallas, TX 75219
& Green, Deborah Street, Suite 700
Kay
BD Global
Holdings,LLC
Texas Jackson, John Willie 915-200-5500 3060 Solar Point El Paso, TX 79938
Lane
Texas Tejada Jr, Carlos 915-401-3101 289 Newquay El Paso, TX 79928
Alberto Street
Texas Hicks, Travis Michael: | 832-877-1845 4109 F.M. 2351 Friendswood, TX 77546
Reks, LLC
Texas Gillespie, Jr., Harold 832-283-0414 6160 North Mallard | Fulshear, TX 77441
Martin
Texas Bahry, Greg Andrew | 713-300-9955 | 1923 Washington Houston, TX 77007
Avenue, Suite 2050
Texas Bahry, Greg Andrew | 832-656-9034 | 1321 Chamboard Houston, TX 77018
Lane
Texas Corbin, Joseph Patrick | 281-712-4177 | 23103 San Nicholas | Katy, TX 77494
and Corbin, Marilyn Place
Frances: L & K
Appliance Doctor
LLC (Katy area
MRA20293)
Texas Corbin, Joseph Patrick | 832-802-3059 23103 San Nicholas | Katy, TX 77494
and Corbin, Marilyn Place
Frances: L & K
Appliance Doctor
(Pearland area
MRA20329)
Texas Schriefer, Robert L. 832-586-0900 23842 Stockdick Katy, TX 77493
School Road
Texas Lytle, David Patrick 972-395-5910 1865 McGee Lane, | Lewisville, TX 75077
(Flower Mound area Suite J
MRA20790)
Texas Brown, Jr., Andrew: A | 972-543-1199 | 6710 Virginia McKinney, TX 75071
& M Solutions, Inc. Parkway, Suite 261
Texas De La Garza Malo, 972-560-5550 4700 La Paz Drive | Mesquite, TX 75150

Antonio Gerardo
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Texas Pittenger, Robert 432-848-3344 | 3514 Imperial Midland, TX 79707
Avenue
Texas Allen, Max Josef & 214-869-5228 3640 Skinner Road | Midlothian, TX 76065
Allen, Tresa Lee:
IDEA Services Group,
Inc. (Arlington area
MRA20419)
Texas Allen, Max Josef & 214-869-5228 3640 Skinner Road | Midlothian, TX 76065
Allen, Tresa Lee:
IDEA Services Group,
Inc. (Fort Worth area
MRA20422)
Texas Allen, Max Josef & 214-869-5228 3640 Skinner Road | Midlothian, TX 76065
Allen, Tresa Lee:
IDEA Services Group,
Inc. (Mansfield area
MRA20379)
Texas Olive, Andrew L. 830-626-2400 1393 Wald Street, New Braunfels, TX
Suite 104 78132
Texas Bahry, Greg Andrew | 281-817-6439 | 3222 Burke Rd., Pasadena, TX 77504
Suite 209E
Texas Johnson, Steven 512-454-8045 | 20108 Algreg Pflugerville, TX 78660
Street
Texas Berry, Paul; Berry, 210-493-4447 2435 Boardwalk San Antonio, TX 78217
Pamela; Castaneda,
Rey
Texas Grubbs, Natalie Ann 936-672-1314 | 3336 Spring Spring, TX 77389
Massey Stuebner Road,
Unit L
Texas & Arkansas | Jones, Milton Clark 903-949-3636 1401 Spruce Street | Texarkana, TX 75501
(Texarkana)
Texas Jones, Clark Milton 903-949-3636 1601 Spruce Street | Texarkana, TX 75501
and Rogers,
Christopher
(Springdale & Rogers)
Texas Green, Andrew (East | 972-836-0550 | 310 Glenhaven Tyler, TX 75701
Texas area Drive
MRA20073)
Texas Green, Andrew 903-526-4610 | 3412 SSW Loop Tyler, TX 75701

(Rockwell area
MRA20674)

323, Suite B
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Texas Frans, Larry Eugene 469-553-0707 | 1408 West Waxahachie, TX 75165
Jr. Jefferson Suite 7
Texas Inman, Aaron 435-752-1412 807 8th Street, Wichita Falls, TX 76031
Anderson: The Inman Suite 520
Group, LLC
Utah Merrell, Clint David: 385-265-2323 461 East 1000 Pleasant Grove, UT
Reliable Appliance South, Suite A 84062
Repair, LLC (Lehi
area MRA20350)
Utah Merrell, Clint David: 385-265-2323 461 East 1000 Pleasant Grove, UT
Reliable Appliance South, Suite A 84062
Repair, LLC (Provo
area MRA20428)
Utah Tate, Jayson W. and 435-840-2770 | 3565 S. West Salt Lake City, UT
Tate, Kiera D.: Best Temple 84115
Tech Service, LLC
Utah, Arizona & Bullock, Scott Dean: 435-270-0770 196 E Telegraph Washington, UT 84780
Nevada Bullock Appliance
LLC (Washington UT
area)
Virginia Friedman, Gregory M. | 703-852-6060 | 2820 Dorr Avenue, | Fairfax, VA 22031
and Bushman, Suite 2208
Elizabeth D.
(Alexandria area
MRA20371)
Virginia Friedman, Gregory M. | 703-272-4100 | 2820 Dorr Avenue, | Fairfax, VA 22031
and Bushman, Suite 2208
Elizabeth D. (Northern
Virginia MRA20105)
Virginia Terry, Wayne Edward | 757-827-0791 8 David Drive Hampton, VA 23666
Virginia & West Vargas, Edward 571-206-1010 | 525-K E Market Leesburg, VA 20176
Virginia Street 128
Virginia Baughman, David 804-464-1240 | 2830 Ackley Richmond, VA 23228
Avenue, Suite 104
Virginia Yuschak, Michael and | 540-628-7800 | 2124 Jefferson Stafford, VA 22554
Yuschak, Karen Ann Davis Highway,
(Centreville and Suite 303A

Warrenton area
MRA20498)
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Virginia Yuschak, Michael and | 540-628-7800 | 2124 Jefferson Stafford, VA 22554
Yuschak, Karen Ann Davis Highway,
(Fredericksburg area Suite 303A
MRA20276)
Virginia Frantz, Lawrence G. 434-326-1212 | 873 Paynes Mill Troy, VA 22974
Road
Virginia Leonard, Thomas 540-685-1717 | 920 Gates Lane Vinton, VA 24179
Christopher
Virginia Boren, Phillip Joshua | 757-734-1700 1112 Jensen Drive, | Virginia Beach, VA
JSB Management Suite 112 23451
Group, LLC
Washington Blackburn, Matthew 253-881-5600 14001 Meridian Puyallup, WA 98373
Roy (Olympia area East
MRA20414)
Washington Blackburn, Matthew 425-636-3200 14001 Meridian Puyallup, WA 98373
Roy (Bellevue area East
MRA20521)
Washington Blackburn, Matthew 425-636-3200 14001 Meridian Puyallup, WA 98373
Roy (Issaquah area East
MRA20520)
Washington Blackburn, Matthew 425-636-3200 14001 Meridian Puyallup, WA 98373
Roy (North Seattle East
area MRA20681)
Washington Carroll, Anthony 206-208-9449 | 3755 S.W. Tillman | Seattle, WA 98126
Friedrich Street
Washington Balkovatz, Mark 253-536-7500 8805 East E Street | Tacoma, WA 98445
Washington McCall, David Warren | 360-833-1272 10914 NE 39th Vancouver, WA 98682
Street, Suite B-1
West Virginia Queen, Benjamin 304-710-3999 | 4032 Brandon Road | Huntington, WV 25704
West Virginia Carden, Jonathan 304-907-1977 2 Fieldcrest Avenue | Wheeling, WV 26003
Lawrence
Wisconsin Winter, Christopher 715-688-2777 1020 10™ Avenue, Baldwin, WI 54002
NICLIN Services LLC Suite 104
Wisconsin Lisiecki, Joshua and 262-710-9200 17145 W. Brookfield, WI 53005
Gonzales, Michelle Bluemound Rd.,
Suite 287
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State Franchisee / Phone Address City, State and Zip
Principal Owner Number Code
Wisconsin Van Willigen, Scott 608-216-2286 | W174 N9907 Germantown, WI 53022
Matthew Meadow Creek
Court
Wisconsin Trimberger, Joseph 920-617-3000 1546 Western Green Bay, WI 54303
Kitzmann Avenue
Wisconsin Trimberger, Joseph 920-385-9950 1173 S. Washburn, | Oshkosh, WI 54904
Kitzmann Unit D
Wisconsin Starich, Karen Ann 262-333-8820 W262N2476 Deer Pewaukee, WI 53072
Haven Dr.
Wyoming Heien, Michael 307-460-4449 | 4717 Ft. Sanders Laramie, WY 82070
Christian and Heien, Road
Heidi Marie
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FRANCHISEES IN THE UNITED STATES WHO HAVE SIGNED A FRANCHISE
AGREEMENT BUT ARE NOT YET OPERATIONAL
AS OF DECEMBER 31, 2023

Note: This list is arranged alphabetically by state and then alphabetically by cities in each state.

State Franchisee / Principal | Phone Address City, State and Zip
Owner Number Code
Florida Carrazana, David & Perez, | 305-570-7048 | 16000 Pined Blvd | Pembroke Pines, FL
Monica 33027
Indiana Rudolf, Christopher 812-717-7070 | 117 South | Batesville, IN 47006
Mulberry St
Texas Laman, Steven 512-633-2184 | 18920 Rushmore | Manor, TX 78653

St
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EXHIBIT F

FRANCHISEES IN THE UNITED STATES WHO LEFT THE SYSTEM

IN THE PAST 12 MONTHS AS OF DECEMBER 31, 2023

Note: This list is arranged alphabetically by state and then alphabetically by cities in each state

*Indicates franchisee left the system as a result of transferring their franchise agreement.

State Franchisee / Principal | Phone Number | Address City, State and Zip
Owner Code
Alabama Sheppeard, Lonnie: ACTS | 205-462-8200 3933 Rice Mine | Tuscaloosa, AL 35406
Enterprises, LLC Road, Suite 119
(Tuscaloosa area)
Arizona* Gibbs, Antonio 623-850-5995 11749 W. Maui | El Mirage, AZ 85335
Lane
California Smythe, Kurt & Stacy 805-688-6936 65 B West Hwy | Buellton, CA 93427
246 - PO Box
1925
California Toro, David Joseph: Toro | 909-996-7807 1467 Teresa | Colton, CA 92324
Professional Services LLC Avenue
California* Salvail, Oscar L. 951-926-1353 PO Box 429 Winchester, CA 92596
Florida* Heisler, Dana Michele 904-770-5007 14 Swimming | Middleburg, FL 32068
Pen Dr., Suite 11
Proverbs 31 Live, Inc.
Florida* Haan, Daniel Ervin 352-229-8659 1601 N. | Ocala, FL 34475
Magnolia
Georgia* Rapp, Brian Michal 470-977-2700 925 Old Park | Roswell, GA 30075
Court
Georgia* Jefcoat, Stewart 706-705-2323 1920 Hog | Watkinsville, GA
Mountain Road 30677
Indiana* Johnson, Steven C. 317-357-8000 805 S. Kitley | Indianapolis, IN 46219
Avenue
Kentucky* Bryant, Robert Tyler 270-306-4100 640 Morrison | Glasgow, KY 42141
Park Road
Kentucky* Cripe, Todd 502-909-3020 1056 Ninevah | Lawrenceburg, KY
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State Franchisee / Principal | Phone Number | Address City, State and Zip
Owner Code
Road 40342
Maryland Piotrowski, Edward | 301-795-4999 714 Houcksville | Greenmount, MD
Richard Road 21074
Michigan* Vandenberg, Jr., Robert 231-629-0113 245 Settlers Pass | Cedar  Springs, MI
49319
Michigan Wenzlick, Mark and | 989-705-9800 1412 S. Otsego | Gaylord, MI 49735
Wenzlick, Anna: Jarow Avenue
Services Corp.
Mississippi Sheppeard, Lonnie: ACTS | 662-352-8181 33 Hillbrooke | Caledonia, MS 39740
Enterprises, LLC Way
(Columbus area)
Missouri Buehre, Joshua Alan 573-505-0600 145 Owls Roost | Lake Ozark, MO 65049

Lane

New Jersey™

Stern, Abraham: Star
Appliance  Repair LLC
(Hoboken)

201-957-7070

38-A Jackson
Street, Unit D503

Hoboken, NJ 07030

New Jersey*

Stern, Abraham:

Star Appliance Repair LLC
(Hackensack)

201-957-7070

50 South Orange
Street, Unit 14

Orange, NJ 07050

New Jersey Coccia, John Kevin: BJC- | 908-223-1948 5 Kinnaman | Washington Township,
Warren Services, Inc. Avenue NJ 07882
New Jersey Green, Ezriel (Ridgewood | 845-682-0100 1834 New York | Brooklyn, NY

area)

Avenue

New Mexico Shotwell, Jodie 505-299-2030 12704 Eastridge | Albuquerque, NM
Place N.E. 87112
New Mexico Hines Jr., John Robert 505-446-2401 4754 Sunrise | Farmington, NM 87401
Circle
New York Green, Ezriel (Midwood | 718-991-9900 2365  Nostrand | Brooklyn, NY 11210
area) Avenue, Suite
103
New York Green, Ezriel  (Spring | 845-682-0100 3 Alpine Ct, | Chestnut Ridge, NY
Valley area) Suite 131 10977
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State Franchisee / Principal | Phone Number | Address City, State and Zip
Owner Code
North Carolina* | Borcherdt, David James 704-477-0485 1 Real Estate | Spartanburg, SC 29302

Way, Suite B16

Ohio* Garcia, Steven: Garcia | 440-984-6633 798 Peregrine | Amherst, OH 44001
Home Services, Inc. Place
Ohio Sicka, Carla 740-675-2828 8715 Fosnaugh | Stoutsville, OH 43154
School Road
Oregon Juarez, Antonio 503-925-3669 17696 S.W. | Sherwood, OR 97140
Galewood Drive
- PO Box 904
Pennsylvania* Garcia, Steven 412-931-0903 1315 Coraopolis | Coraopolis, PA 15108
Heights  Road,
Suite #2001
Pennsylvania* Chronister, Joshua Michael | 717-889-7520 450 Grand Oak | Seven Valleys, PA
Way 17360
Tennessee* Johnson, Steven C.. | 205-967-8227 3116 Van Road Birmingham, AL 35210
Appliance Enterprises
Chatttanooga LLC
Texas* Dalecki, Robert 972-395-5910 15455 Dallas | Addison, TX 75001
Pkwy, Suite 600
Texas* Dalecki, Robert 972-512-6400 3854 Alto | Carrollton, TX 75007
Avenue
Texas Swann, Jimmy Lee 940-489-3333 1804 Boss Range | Justin, TX 76247
Road
Texas Swann, Jimmy Lee (Denton | 682-438-9158 1804 Boss Range | Justin, TX 76247
unit) Road
Utah & Idaho Andersen, Justin Bruce 435-752-1412 753 East 300 N, - | Hyde Park, UT 84318 -
PO Box 6668 Logan, UT 84341
Wisconsin* Van Willigan, Scott & | 920-617-3000 1546 Western | Green Bay, WI 54303
Jacqueline: AVW Avenue
Corporation
Wisconsin* Sendele, Edward 262-710-9200 S72W12615 Tess | Muskego, WI 53150

Corners Drive
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State Franchisee / Principal | Phone Number | Address City, State and Zip
Owner Code

Wyoming Green, Jeffrey Michael 307-333-7576 2200 Browning | Rock  Springs, WY
Avenue 82901
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EXHIBIT G
OPTION TO PURCHASE AGREEMENT

This OPTION TO PURCHASE AGREEMENT (the “Option™) is entered into as of (the
“Effective Date”) by and between MR. APPLIANCE SPV LLC, a Delaware limited liability company
having a principal place of business at 1010 North University Parks Drive, Waco, TX 76707
(“Franchisor”), and , a having an address of
(“Franchisee™).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) pursuant to which Franchisor granted Franchisee a license to use
the Marks and the System to operate a Mr. Appliance® franchise in a specified geographical area more
fully described in the Agreement (the “Territory”), and Franchisee desires and Franchisor is willing to
grant Franchisee an Option to acquire the territory described on Exhibit “A” hereto (the “Additional
Territory™).

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the parties agree as follows:

1. Franchisor acknowledges that Franchisee has paid Franchisor the non-refundable sum of
$ (the “Deposit”), which shall be credited toward the initial franchise fee of $
for the Additional Territory (the “Initial Franchise Fee”) upon Franchisee’s exercise of this Option.

2. Franchisee is hereby granted an Option, for a period of eighteen (18) months from the
Effective Date (the “Option Period”), to acquire the rights to the Additional Territory so long as the
foregoing conditions are fulfilled:

a. Franchisee must be in compliance with the Agreement during the Option Period
in order to exercise its Option hereunder. All rights created hereunder shall terminate should
Franchisee at any time be in material breach of the Agreement.

b. Franchisee may exercise this Option at any time during the Option Period by
notifying Franchisor in writing of Franchisee’s intent to purchase the Additional Territory (if
Franchisee does not notify Franchisor by the end of the Option Period, this Option will expire and
the consideration paid will be forfeited).

C. Franchisee must meet Franchisor’s then-current qualifications for expansion.

d. Franchisor will deliver to Franchisee a franchise agreement for the grant of the
Additional Territory (or an amendment to the Agreement adding the Additional Territory, as
determined by Franchisor) within 30 business days after receipt of Franchisee’s notice.

e. Franchisee shall sign and return the franchise agreement (or amendment, as the
case may be) and pay the Initial Franchise Fee (minus the Deposit) within the time specified by
Franchisor.

3. Nothing in this Option shall be construed to grant Franchisee any rights to the Additional
Territory. Franchisee agrees and acknowledges that until Franchisee purchases the Additional Territory
(i.e., signs the then-current franchise agreement (or an amendment, as applicable) and pays for the
Additional Territory), the Additional Territory shall be considered TAFS (unless the Gross Sales in the
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Additional Territory are derived as part of the Key Accounts or Preferred Lead Programs (each term as
defined in the Agreement)). During the Option Period, if Franchisor permits Franchisee to provide

services in the Additional Territory, Franchisee acknowledges that it will be subject to competition in the
Additional Territory from other franchisees.
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Signed this day of , 20

FRANCHISEE:

, individually

Accepted as of this day of ,20_, in Waco, Texas.

FRANCHISOR:

MR. APPLIANCE SPV LLC

BY:

Glenn Lewis, Jr., President
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EXHIBIT A
TO THE OPTION TO PURCHASE AGREEMENT

Additional Territory | [INSERT TERRITORY DESCRIPTION]
Description

Areas with Special Laws or Requirements:

To the extent any portion of the Territory includes an area designated as an
Indian Reserve, a governmental territory or other territory that may have
separate or additional laws, regulations or other requirements for performing
work in such territory, Franchisee is granted such territory only to the extent
and for so long as Franchisee is qualified under such separate or additional
requirements to perform work in such territory; knowledge of and compliance
with such requirements being the sole responsibility of Franchisee.
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EXHIBIT H

RENEWAL ADDENDUM WITH TERMINATION OF ORIGINAL FRANCHISE AGREEMENT
AND RELEASE

This RENEWAL ADDENDUM WITH TERMINATION OF FRANCHISE AGREEMENT AND
RELEASE (this “Addendum”) is entered into by and between MR. APPLIANCE SPV LLC, a Delaware
limited liability company having a principal place of business at 1010 North University Parks Drive,
Waco, TX 76707 (“Franchisor”), and , individually, having an address of
(“Franchisee”).

WHEREAS, Franchisor and Franchisee have entered into a franchise agreement dated as of
pursuant to which Franchisor has granted Franchisee a right and obligation to establish and operate a Mr.
Appliance® franchise using the Marks and the System in and for the Territory (the “Original Franchise
Agreement”); and

WHEREAS, on the terms set forth below, Franchisor and Franchisee desire to terminate and
cancel the Original Franchise Agreement; and

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
franchise agreement pursuant to which Franchisor has granted Franchisee a renewal license, granting
Franchisee the right and obligation to continue operation of the franchise using the Marks and the System
in and for the Territory (the “Agreement”); and

[WHEREAS, Franchisee acknowledges and agrees that Franchisee’s execution of the Agreement
is pursuant to Franchisee’s last renewal option under the Original Franchise Agreement and Franchisee
has no further rights of renewal; and]

WHEREAS, the parties have agreed to alter the terms stated in the Agreement, as provided herein
to reflect the parties’ intentions and the terms of renewal stated in the Original Franchise Agreement.

NOW, THEREFORE, that for and in consideration of good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:

1. The Original Franchise Agreement is hereby terminated by mutual agreement, except for
Franchisee’s indemnification obligations thereunder.

2. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified specifically herein.

3. Franchisee agrees that the renewal fee will be collected via electronic ACH from
Franchisee’s bank account at signing of the Agreement, and Franchisee hereby represents and warrants to
Franchisor that all necessary action for the execution of this Addendum has been taken.

4. If Franchisee is executing the Agreement at least 60 days prior to the expiration date of
the then-current term of the Original Franchise Agreement (such expiration date, the “Original FA
Expiration Date”), then Section 4.A, Term, of the Agreement is hereby amended so that the term of the
Agreement is the time period from the Effective Date of the Agreement until the Original FA Expiration
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Date, plus 10 years. (For example, if the Agreement was signed 12 months before the Original Franchise
Agreement expires, the term of the Agreement would be 11 years).

[Because Franchisee is hereby exercising its last renewal option under the Original Franchise Agreement,
Section 4.B (Renewal Term and Conditions of Renewal) of the Original Franchise Agreement is hereby
deleted. ]

5. Section 8.A, Initial License Fee, is amended to provide that no initial franchise fee shall
be due upon execution of the Agreement.

6. Section 8.B, License Fee, is amended to provide that Franchisee must report and pay a
weekly License Fee beginning the 1st week of the Agreement at the rate stated in the Agreement, unless
one of the provisions below applies:

O Franchisee has executed the Agreement at least 60 days prior to the Original FA
Expiration Date. Accordingly, the License Fees and MAP Fees as set forth in the Original
Franchise Agreement shall continue to apply under the Agreement until the Original FA
Expiration Date, and thereafter the License Fees and MAP Fees set forth in the Agreement shall

apply.

(| Franchisee is renewing for the first renewal term and has executed the Agreement
at least 7 calendar days prior to the expiration of the Original Franchise Agreement and the
license fee under the Original Franchise Agreement is less than Franchisor’s current standard
license fee by more than 0.25% (for example, if the current standard license fee is 7%, and the
license fee under the Original Franchise Agreement was less than 6.75%). Accordingly, for the
first 12 months of the renewal term, Franchisee’s License Fee under the Agreement will equal the
license fee under the Original Franchise Agreement, and thereafter the License Fee under the
Agreement will increase gradually over time until the Franchisee’s License Fee equals the
Franchisor’s standard license fee rate set forth in the Data Sheet to the Agreement, as follows:

Renewal Term | Months 1-12
Time Period

License Fee
Rate

O Franchisee is renewing for a second renewal term and has executed the
Agreement at least 7 calendar days prior to the expiration of the Original Franchise Agreement
and the license fee under the Original Franchise Agreement is less than Franchisor’s current
standard license fee by more than 0.25%. Accordingly, for the first 24 months of the renewal
term, Franchisee’s License Fee under the Agreement will equal the license fee under the Original
Franchise Agreement, and thereafter the License Fee under the Agreement will increase gradually
over time until the Franchisee’s License Fee equals the Franchisor’s standard license fee rate set
forth in the Data Sheet to the Agreement, as follows:

Renewal Term | Months 1-12
Time Period
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License Fee
Rate

If any of the provisions above is selected and, at any time, Franchisee is not in compliance with
the terms of the Agreement, Franchisor may immediately increase Franchisee’s License Fee up to
Franchisor’s standard license fee at the time of renewal.

The Minimum License Fee payment obligation (in the amount provided in the Agreement) begins
the 1st week of the term of the Agreement. The Minimum License Fee is calculated based on the
cumulative number of months of service as a franchisee, including months as a franchisee under the
Original Franchise Agreement and the number of months as a franchisee under the Agreement.

7. Section 8.C, MAP Fee, is amended to provide that Franchisee shall pay a MAP Fee (at
the rate or amount set forth in the Agreement, except to the extent otherwise set forth in Section 6 of this
Addendum) beginning the 1st week of the term of the Agreement.

8. Franchisee, for itself and each of its past and present heirs, executors, administrators,
representatives, affiliates, directors, officers, owners, successors and assigns and on behalf of any other
party claiming an interest through Franchisee, in their corporate and individual capacities (collectively
“Releasor”), hereby releases and forever discharges Franchisor and each of its predecessors, successors,
affiliates, subsidiaries, assigns, past and present officers, directors, shareholders, agents and employees,
and their respective heirs, executors, administrators, representatives, successors and assigns, in their
corporate and individual capacities (collectively “Releasees”), from, in respect of and in relation to any
and all claims, actions, causes of action, suits, debts, obligations, liabilities, sums of money, costs and
expenses, acts, omissions or refusals to act, damages, judgments and demands, of any kind whatsoever,
joint or several, known or unknown, vested or contingent, which the Releasor ever had, now has or which
Releasor hereinafter can, will or may have, against Releasees related to, arising from, for, upon or by
reason of any matter, cause or thing whatsoever related to the Original Franchise Agreement and the
business operated thereunder or any other agreement between Releasor and Releasees, or the relationship
between Releasor and Releasees, through the Effective Date (collectively, the “Claims”), for known or
unknown damages or other losses, including but not limited to any alleged violations of any deceptive or
unfair trade practices laws, franchise laws, or other local, municipal, state, federal, or other laws, statutes,
rules or regulations, and any alleged violations of the Original Franchise Agreement or any other related
agreement between the Releasor and Releasees or the relationship between Releasor and Releasees
through and including the Effective Date. For avoidance of doubt, the Releasor does not release Releasees
from any obligations arising by virtue of the Agreement and any claims arising from the Releasees’
failure to comply with those obligations or the Franchise Disclosure Document furnished to Franchisee as
part of entering into the Agreement and the franchise laws that apply to the specific offer, sale and signing
of the Agreement.

The release of the Claims as set forth above is intended by the Releasor to be full and unconditional
general releases, as that phrase is used and commonly interpreted, extending to all claims of any nature,
whether or not known, expected or anticipated to exist in favor of the Releasees regardless of whether any
unknown, unsuspected or unanticipated claim would materially affect settlement and compromise of any
matter mentioned herein. In making this voluntary express waiver, the Releasor acknowledges that
claims or facts in addition to or different from those which are now known to exist with respect to the
matters mentioned herein may later be discovered and that it is the Releasor’s intention to hereby fully
and forever settle and release any and all matters, regardless of the possibility of later discovered claims
or facts. The Releasor acknowledges that Releasor has had adequate opportunity to gather all information
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necessary to enter into this Addendum and to grant the releases contained herein, and needs no further
information or knowledge of any kind that would otherwise influence the decision to enter into this
Addendum. The Releasor, for itself and its heirs, successors and assigns, hereby expressly, voluntarily,
and knowingly waives, relinquishes and abandons each and every right, protection, and benefit to which
they would be entitled, now or at any time hereafter under Section 1542 of the Civil Code of the State of
California, as well as under any other statutes or common law principles of similar effect to said Section
1542, whether now or hereafter existing under the laws of California or any other applicable federal or
state law with jurisdiction over the parties’ relationship. The Releasor acknowledges that Section 1542 of
the Civil Code of the State of California provides as follows:

“A general release does not extend to claims which the creditor
or releasing party does not know or suspect to exist in his favor
at the time of executing the release, which if known by him must
have materially affected his settlement with the debtor or
released party.”

This release is and shall be and remain a full, complete and unconditional general release. The Releasor
acknowledges and agrees that this release is an essential, integral and material term of this Addendum.
The Releasor further acknowledges and agrees that no violation of this Addendum shall void the release
set forth herein.

9. Notwithstanding the releases contained herein, all rights and obligations created under
this Addendum will specifically survive the execution of this Addendum and the releases contained
herein.

10. Each person executing this Addendum on behalf of any of the parties hereto represents
and warrants that he or she has been fully empowered to execute this Addendum and that all necessary
action has been taken.

11. The provisions of this Addendum shall inure to the benefit of and be binding upon the
heirs, successors and assigns in interest of the parties.

12. Each of the parties hereto represents and warrants to each other party that it has not
heretofore assigned or transferred, or purported to assign or transfer to any person, entity or corporation
whatsoever, any of the claims released hereunder. Each party agrees to indemnify and hold harmless each
other party against any claim, demand, debt, obligation, liability, cost, expense, right of action or cause of
action based on, arising out of, or in connection with any such transfer or assignment or purported transfer
or assignment.

13. If any provision of this Addendum shall for any reason be held violative of any
applicable law, governmental rule or regulation, or if said agreement is held to be unenforceable or
unconscionable, then the invalidity of such specific provisions herein shall not be held to invalidate the
remaining provisions of this Addendum.

< SIGNATURES APPEAR ON THE NEXT PAGE >
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Signed on this day of , 20 (the “Effective Date”).

FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:

MR. APPLIANCE SPV LLC

BY:

Glenn Lewis, Jr., President
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EXHIBIT I

GENERAL RELEASE
This GENERAL RELEASE (this “Release”) is made and executed by [NAME], individually
(“you™), as of (“Effective Date”).
WHEREAS, you entered into a franchise agreement dated with MR. APPLIANCE

SPV LLC (“us”), and [describe facts].

NOW, THEREFORE, in consideration of good and valuable consideration, the receipt and
sufficiency of which are acknowledged, you agree as follows:

You, for yourself and each of your past and present heirs, executors, administrators,
representatives, affiliates, directors, officers, owners, successors and assigns and on behalf of any other
party claiming an interest through you, in their corporate and individual capacities (collectively
“Releasor”), hereby releases and forever discharges us and each of our predecessors, successors,
affiliates, subsidiaries, assigns, past and present officers, directors, shareholders, agents and employees,
and their respective heirs, executors, administrators, representatives, successors and assigns, in their
corporate and individual capacities (collectively “Releasees”), from, in respect of and in relation to any
and all claims, actions, causes of action, suits, debts, obligations, liabilities, sums of money, costs and
expenses, acts, omissions or refusals to act, damages, judgments and demands, of any kind whatsoever,
joint or several, known or unknown, vested or contingent, which the Releasor ever had, now has or which
Releasor hereinafter can, will or may have, against Releasees related to, arising from, for, upon or by
reason of any matter, cause or thing whatsoever, through the Effective Date (collectively, the “Claims”),
for known or unknown damages or other losses, including but not limited to any alleged violations of any
deceptive or unfair trade practices laws, franchise laws, or other local, municipal, state, federal, or other
laws, statutes, rules or regulations, and any alleged violations of any agreement between the Releasor and
Releasees or the relationship between Releasor and Releasees through and including the Effective Date.

The release of the Claims as set forth above is intended by the Releasor to be full and
unconditional general releases, as that phrase is used and commonly interpreted, extending to all claims of
any nature, whether or not known, expected or anticipated to exist in favor of the Releasees regardless of
whether any unknown, unsuspected or unanticipated claim would materially affect settlement and
compromise of any matter mentioned herein. In making this voluntary express waiver, the Releasor
acknowledges that claims or facts in addition to or different from those which are now known to exist
with respect to the matters mentioned herein may later be discovered and that it is the Releasor’s intention
to hereby fully and forever settle and release any and all matters, regardless of the possibility of later
discovered claims or facts. The Releasor acknowledges that Releasor has had adequate opportunity to
gather all information necessary to enter into this Release and to grant the releases contained herein, and
needs no further information or knowledge of any kind that would otherwise influence the decision to
enter into this Release. The Releasor, for itself and its heirs, successors and assigns, hereby expressly,
voluntarily, and knowingly waives, relinquishes and abandons each and every right, protection, and
benefit to which they would be entitled, now or at any time hereafter under Section 1542 of the Civil
Code of the State of California, as well as under any other statutes or common law principles of similar
effect to said Section 1542, whether now or hereafter existing under the laws of California or any other
applicable federal or state law with jurisdiction over the parties’ relationship. The Releasor acknowledges
that Section 1542 of the Civil Code of the State of California provides as follows:

“A general release does not extend to claims which the creditor or
releasing party does not know or suspect to exist in his favor at the time
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of executing the release, which if known by him must have materially
affected his settlement with the debtor or released party.”

This Release is and shall be and remain a full, complete and unconditional general release.

Name, individually

STATE OF

§
§
COUNTY OF §

I hereby certify that before me, a notary public, personally appeared [NAME] who made oath in
due form of law that s/he was executing the foregoing General Release for the purposes therein contained.

As witness, my hand and Notarial Seal on , 20

Notary Public

My Commission Expires:
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EXHIBIT J
PROTRADENET AGREEMENT

WHEREAS, , individually, having an address of
(“Franchisee,” sometimes referred to as “Contractor”) is a
Franchisee of MR. APPLIANCE SPV LLC , a Delaware limited liability company, having an address of
1010 N. University Parks Drive, Waco, TX 76707 (“Franchisor,” sometimes referred to as “Trading
Partner”), the trading partner of PROTRADENET SPV, LLC (“PROTRADENET”) having an address
of 1010 N. University Parks Drive, Waco, TX 76707 and Franchisee desires to participate in discounts,
rebates, incentives and other benefits (“Programs”) negotiated by PROTRADENET with selected
vendors, manufacturers and distributors (“Vendors”);

NOW, THEREFORE, for good and valuable consideration, the sufficiency of which is
acknowledged by all parties, the parties hereto agree to the following terms and conditions:

1. Term and Default. The term of this Agreement shall commence on
and end on December 31 of this year and the Agreement will automatically
renew for an additional one (1) calendar year period each year thereafter, commencing on January 1 of
next year and each January 1% thereafter, unless earlier terminated in accordance with this Agreement.
Notwithstanding the foregoing, PROTRADENET may terminate this Agreement at any time, with or
without cause, for any reason whatsoever upon providing the other party written notice of intent to
terminate the Agreement and this agreement will automatically terminate upon expiration or termination
of the franchise agreement by and between Franchisee and Franchisor with no notice of termination
required. In any case, PROTRADENET may terminate this Agreement at any time upon notice to
Franchisee if Franchisee is in default of his Franchise Agreement with Franchisor or if Franchisee has
failed to comply with the terms and conditions of participation in this Program as set forth in this
Agreement, on the website of PROTRADENET or as specified by Franchisor. Upon any termination of
this agreement neither PROTRADENET nor any of its affiliates will have any liability to Franchisee or
any other party.

2. PROTRADENET Administration. PROTRADENET or Franchisor may, but are not
required to, return a portion of the fees paid to PROTRADENET from Vendors on behalf of purchases
made by Franchisee (“Rebates™) directly to Franchisee if Franchisee meets certain conditions, such as
Vendor terms and conditions, attendance at Franchisor annual meetings, and other criteria as established
by Vendor, PROTRADENET or Franchisor. All fees or Rebates not returned to franchisees may be
retained by PROTRADENET or Franchisor and used to cover administrative costs, or promote
Franchisor’s system and brand. The allocation of these Rebates may change at the sole discretion of
PROTRADENET. Accordingly, subject to the terms and conditions set forth in this Agreement,
PROTRADENET agrees to process Program Rebates when paid by Vendor within terms as agreed upon
by Franchisor. PROTRADENET will pay Franchisor or Franchisee directly, at the discretion of
Franchisor. Franchisor reserves the right to deny Program Rebates otherwise due to Franchisee if
Franchisor deems Franchisee not qualified for a Rebate(s). PROTRADENET may also withhold or deny
Program Rebates if terms of the Program are not met.

3. Franchisee Exclusion from Vendor Program. Franchisee acknowledges the Vendor’s
right to exclude Franchisee from the Program for failure to meet Vendor’s terms or for other reasons at
the Vendor’s discretion.

4. Access and Release of Information. Franchisee authorizes PROTRADENET to provide
information including, but not limited to, Franchisee’s Federal Tax Identification Number “FTIN”) and
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purchase orders, invoices, payments, purchase history or other purchasing information to its Vendors
regarding Franchisee, and Franchisee authorizes PROTRADENET to request, and Vendors to provide,
information manually or electronically regarding purchase orders, invoices, payments, purchase history or
other purchasing information from Vendors for the purpose of administration of the Program. Franchisee
hereby releases PROTRADENET and its parent, affiliates, past and present members, officers,
employees, agents, successors and assigns from any liability whatsoever with regard to PROTRADENET
providing Franchisee’s confidential information, including Franchisee’s FTIN, to Vendors or Franchisor
pursuant to this Agreement.

5. Confidentiality. Franchisee acknowledges the proprietary and confidential nature of
PROTRADENET’s, Franchisors’ and Vendor’s Program details and shall use this information only for
the purposes of inquiry or purchasing of VENDOR’s products and services from the Program. Franchisee
shall not provide PROTRADENET’s, Franchisors’ and/or Vendor’s confidential Program information to
a third party. This section shall survive the expiration or termination of this Agreement.

6. Vendors. Vendors may be added or removed from the Program at any time. Franchisee
will receive written, email, or website notification of a change in Vendor status from PROTRADENET or
Franchisor. Franchisors have SOLE DISCRETION over whether or not they choose to participate in a
Vendor Program and offer that Program to their franchisees.

7. Miscellaneous

7.1 No Guarantee of Rebates. PROTRADENET does not guarantee any Vendor
rebates or payments by Vendors. If PROTRADENET does not receive payment from the Vendor,
rebates will not be paid.

7.2 No Guarantee of Accuracy. PROTRADENET makes no guarantee of accuracy
or uninterrupted delivery of the data exchanged using the e-commerce web solution software as a
part of the Program. It is the responsibility of the Franchisee to notify PROTRADENET or
Vendor if the purchasing information represented on the e-commerce website is incorrect.
Franchisee must notify PROTRADENET within sixty (60) days of the transaction date if the
purchasing information is missing or invalid.

7.3 Effective Date. This Agreement shall become effective on the date that it is
signed by PROTRADENET.

8. Electronic Invoicing. Franchisee agrees by its signature below to receive invoices from
any Vendor electronically that offers this service though the PROTRADENET e-commerce platform.

9. Electronic Promotions. Franchisee agrees by its signature below to receive electronic or
email based promotions from PROTRADENET.

10. Additional Terms and Conditions. Franchisee agrees by its signature below to abide by
all of the terms and conditions on the website of PROTRADENET, www.PROTRADENET.com,
www.PROTRADENET.com and www.PROTRADENET.net, which include but are not limited to:

Terms of Use
Privacy Policy

These terms and conditions may be modified and additional terms and conditions added at the

sole discretion of Franchisor or PROTRADENET.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their
duly authorized representatives whose signatures appear below.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of this day of ,20 , in Waco, Texas.
PROTRADENET:

PROTRADENET SPV. LLC

BY:

Luke Stanton, President
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EXHIBIT K
LICENSE & MAINTENANCE AGREEMENT

This LICENSE & MAINTENANCE AGREEMENT is entered into by and between MR.
APPLIANCE SPV LLC, a Delaware limited liability company with an address of 1010 North University
Parks Drive, Waco, TX 76707 (“Franchisor”), and , individually, having an
address of (“Franchisee”) dated as of

WHEREAS, contemporaneously with the execution of this Agreement, the parties are entering
into a franchise agreement (“Franchise Agreement”) and/or an amendment to an existing Franchise
Agreement pursuant to which Franchisor is granting to Franchisee the right to operate a MR.
APPLIANCE" franchise and Franchisee is agreeing to undertake the obligations of a MR. APPLIANCE®
franchisee. One of Franchisee’s obligations under the Franchisee Agreement is to install, maintain and
upgrade such computer hardware, software and Internet access as Franchisor may periodically require.

WHEREAS, Franchisor requires all of its franchisees to use (i) a computer software program
called SmartWare, a database system designed for franchisees and customized for use in Franchisor’s
franchise system (“SmartWare”) and (ii) the software identified on Exhibit “A” hereto (clauses (i) and
(i1) collectively, the “Software System”), which Software System Franchisor may revise from time to time
upon notice to Franchisee.

WHEREAS, SmartWare’s features include payroll automation, inventory tracking and
management, customer and prospect tracking, scheduling, dispatching, sales analysis, automated
reporting and more.

WHEREAS, to the extent the Software System includes third-party software, Franchisee will
become licensed by such third party software provider (each, a “Third-Party Provider”) to access and use
the third-party software through the acceptance of the Third-Party Provider’s terms and conditions as
provided on the Third-Party Provider’s website, as set forth on Exhibit “A” hereto; and

WHEREAS, each Third-Party Provider has delegated to Franchisor and/or Franchisor’s designee
the training, maintenance and support of such Third-Party Provider’s software included in the Software
System and licensed to the MR. APPLIANCE® franchisees; and

WHEREAS, the parties hereto desire to define the terms and conditions on which Franchisor will
license SmartWare to Franchisee and provide for software included in the Software System.

NOW, THEREFORE, the parties agree as follows:
1. SCOPE OF USE

(a) License. Franchisor grants to Franchisee the nonexclusive right to use SmartWare,
subject to the terms and conditions set forth in this Agreement.

(b) Limitation of Use. Franchisee may use the Software System solely for Franchisee’s
internal needs in the operation of Franchisee’s business as a franchisee of Franchisor and Franchisee will
not make the Software System available to or permit the use thereof by any person or entity except to the
extent and in the manner permitted under Section 4 below.
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() No Right to Copy. The license granted hereby covers the installation, copying and use of
the Software System in object code form on a file server located at Franchisee’s place of business for use
on a single local area network. Franchisee may not copy or allow copies of the Software System to be
made, except to the extent necessary to exercise the license granted hereby and for back-up and archival
purposes.

(d) No Reverse Engineering or Modifications. Franchisee shall not reverse engineer,
decompile or disassemble the Software System or any part of the Software System, nor shall Franchisee
change, modify or create derivative works from the Software System.

(e) No Assignment. The license granted hereby is personal to Franchisee, is nonassignable
and may not be sublicensed.

® Ownership. Franchisee acknowledges that Franchisee has no ownership rights in the
Software System and no other rights with respect to the Software System except those rights expressly
granted by this Agreement.

2. TRAINING AND SUPPORT

(a) ZorWare. Franchisor hereby appoints ZorWare SPV LLC (“ZorWare”) as Franchisor’s
agent and designee to provide training, maintenance and support to Franchisee with respect to the
Software System. Franchisee agrees to cooperate with ZorWare in all matters relating to the installation,
maintenance, and support of the Software System and the training of Franchisee’s personnel with respect
to the Software System.

(b) Training and Support. ZorWare will provide service for training, maintenance and
support to Franchisee by telephone and over the internet during ZorWare’s normal business hours, as set
forth in Exhibit “B”. The amount and types of support and the fees for support may change or increase in
the future as provided in Exhibit “A”.

() Maintenance, Upgrades and Fixes. Franchisor or ZorWare may, in their discretion,
modify, upgrade or create fixes, service releases and new versions of the Software System from time to
time and provide them to Franchisee. Franchisor may from time to time add software to or remove
software from the Software System upon notice to Franchisee.

(d) Remote Access. Franchisee acknowledges that the proper functioning of the Software
System as intended by Franchisor requires Franchisee to give Franchisor and ZorWare remote access to
Franchisee’s network. Franchisee agrees to give Franchisor and ZorWare such remote access to
Franchisee’s network at all times to allow for the full functioning of the Software System, to allow
Franchisor or ZorWare to install the Software System and modifications, fixes, service releases and new
versions of the Software System, and to provide training and support. Franchisee understands and
acknowledges that such remote access will allow both Franchisor and ZorWare to have access to the data
generated by Franchisee’s use of the Software System, and will allow for Franchisee’s submission of
periodic reports to Franchisor, as required by Franchisor. Franchisor shall have the right to use the data as
it determines.

3. FEES

(a) Software System Enrollment and Monthly Fees. Upon signing this Agreement,
Franchisee will pay ZorWare via ACH draft from Franchisee’s bank account an enrollment fee in the
amount set forth on Exhibit “A”. In addition, Franchisee will pay to ZorWare a monthly fee to ZorWare
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in the amount set forth on Exhibit “A”. Franchisor or ZorWare may increase monthly fees, and/or
modify the services that are provided for these fees as provided in Exhibit “A”, provided Franchisee is
notified of any changes applicable to Franchisee. In the event that Franchisee enters into a franchise
Agreement with Franchisor for an additional franchised business (the “Additional Franchised Business”),
Franchisee shall pay an initial Software System enrollment fee as set forth on Exhibit “A”. The amount
of each bill will be the then current amount charged for license, support, and maintenance fees by
ZorWare to franchisees of Franchisor.

(b) Additional Fees. If Franchisor or ZorWare develops proprietary software other than
Software System that Franchisor requires or permits Franchisee to use, Franchisor or ZorWare may
charge Franchisee a license or maintenance fee for such software that will be reasonable in light of the
fees that other companies charge for comparable software packages. Unless the parties enter into a
separate license agreement for such software, the terms and conditions of such license will be the same as
those set forth in this Agreement.

() Late Payments. Any payment to be made by Franchisee that is not made within ten days
after such payment is due will bear interest at the rate of 1/2% per month, or the highest rate allowed by
law, whichever is less.

(d) Late Payments. Any amount due hereunder that is not paid within 30 days of the invoice
date will incur a late fee of $25 per month, or the maximum amount allowed under the law, whichever is
lower.

4. CONFIDENTIALITY AND LIMITED ACCESS

(a) Nondisclosure. Franchisee agrees to maintain the Software System, its documentation
and the data generated by the use of the Software System in confidence by using at least the same
physical and other security measures that Franchisee uses for its own confidential information. Franchisee
further agrees not to allow anyone to access or use the Software System or to see its documentation or the
data it generates other than Franchisee’s employees, agents and representatives who have a need to have
access to or to use the Software System in order to support Franchisee’s authorized use thereof, provided
that each such employee, agent and representative shall have signed an undertaking to Franchisee
acknowledging that he or she is bound by an obligation of confidentiality.

(b) Notice of Loss. Franchisee shall immediately notify Franchisor upon discovering any loss
or theft of any copy of the Software System or its documentation or any data generated by its use, or any
unauthorized disclosure thereof by any of Franchisee’s employees, agents or representatives.

5. REPRESENTATIONS; WARRANTIES; LIMITATION OF LIABILITY;
INDEMNIFICATION
(a) Franchisor’s Representations. Franchisor hereby represents, warrants and covenants that

SmartWare will not infringe, nor will Franchisee’s use of SmartWare in the manner permitted under this
Agreement infringe, any U.S. patent, copyright or trade secret of any third party.

(b) Disclaimer of Warranty. EXCEPT AS SPECIFICALLY PROVIDED HEREIN,
NEITHER FRANCHISOR NOR ZORWARE MAKES ANY EXPRESS OR IMPLIED
WARRANTY WHATSOEVER. FRANCHISOR AND ZORWARE EXPRESSLY DISCLAIM
THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE.
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(c) Limitation of Liability. THE LIABILITY OF FRANCHISOR AND ZORWARE TO
FRANCHISEE WILL BE LIMITED TO DIRECT DAMAGES. EXCEPT IN THE CASE OF A
CLAIM FOR INDEMNIFICATION UNDER SECTION 5MD), IN NO EVENT WILL
FRANCHISOR OR ZORWARE BE LIABLE FOR INCIDENTAL, SPECIAL, INDIRECT, OR
CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF FRANCHISOR OR
ZORWARE HAS PREVIOUSLY BEEN ADVISED OF THE POSSIBILITY OF SUCH
DAMAGES.

(d) Franchisee’s Right to Indemnification. If a third party claims that SmartWare infringes
any U.S. patent, copyright, or trade secret, Franchisor will (as long as Franchisee is not in default under
this Agreement or any other agreement with Franchisor or any of Franchisor’s affiliates) defend
Franchisee against such claim at Franchisor’s expense and pay all damages that a court finally awards,
provided that Franchisee promptly notifies Franchisor in writing of the claim, and allows Franchisor to
control, and Franchisee cooperates with Franchisor in, the defense or any related settlement negotiations.
If such a claim is made or appears possible, Franchisor may, at its option, secure for Franchisee the right
to continue to use SmartWare, modify or replace SmartWare so that it is noninfringing, or, if neither of
the foregoing options is available in Franchisor’s judgment, terminate the license granted by this
Agreement and require Franchisee to return SmartWare without compensation. Franchisor has no
obligation with respect to any claim based on a version of SmartWare that is modified without
Franchisor’s authorization or is combined, operated or used with any product, data, or apparatus not
specified or approved by Franchisor. THIS PARAGRAPH STATES THE ENTIRE OBLIGATION
OF FRANCHISOR AND ZORWARE TO FRANCHISEE WITH RESPECT TO ANY CLAIM OF
INFRINGEMENT.

6. TERM; TERMINATION; DISABLING OF THE SOFTWARE SYSTEM

(a) Term. Except as otherwise expressly set forth below, the parties intend that the term of
the SmartWare license and, with respect to each software included in the Software System, the term of the
license granted by the applicable Third-Party Provider for such software will be coextensive with the term
of the Franchise Agreement and all renewals and extensions thereof.

(b) Automatic Termination. The license granted hereby and the license granted by each
Third-Party Provider will terminate automatically upon the expiration, nonrenewal or termination of the
Franchise Agreement.

(© Termination by Franchisor. Franchisor may terminate this Agreement upon notice to
Franchisee with immediate effect in the event that (i) Franchisee materially breaches any of its obligations
under this Agreement or under the Franchise Agreement, or (ii) Franchisor requires Franchisee to cease
using such software (or all software) included in the Software System.

(d) Disabling of the Software System. Franchisee understands that (A) SmartWare will
automatically cease to function fully or at all and/or (B) Franchisor reserves the right to request that a
Third-Party Provider disable the functionality of such Third-Party Provider’s software included in the
Software System, in whole or in part, in the event that Franchisee (i) fails in a timely manner to submit to
Franchisor the reports required by Franchisor under the Franchise Agreement, (ii) fails in a timely manner
to pay to Franchisor or ZorWare the required monthly Software System fees, or (ii1) otherwise materially
breaches this Agreement or the Franchise Agreement. Neither Franchisor nor ZorWare will be liable to
Franchisee for any damages whatsoever that may result directly or indirectly from Franchisor’s disabling
of the functionality of the Software System pursuant to this section.
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(e) Disposition of Copies. Upon termination of the license granted hereby or by a Third-
Party Provider, Franchisee shall promptly return to Franchisor, or otherwise dispose of as Franchisor may
instruct, all physical copies of the software included in the Software System and its associated
documentation in Franchisee’s possession or under Franchisee’s control and shall remove all copies
thereof from Franchisee’s computers and other electronic storage media. Upon Franchisor’s request,
Franchisee shall provide Franchisor with written certification of its compliance with the foregoing.

® No Refunds. Upon the expiration or termination of the license granted hereby or by a
Third-Party Provider, or if the Software System is disabled as described above, Franchisee will not
receive any refund of any payments made to ZorWare and/or Franchisor.

7. MISCELLANEOUS

(a) Remedies. Franchisee acknowledges that any breach of the covenants set forth in
Sections 1(b), (¢), (d) or (e) or Section 4 this Agreement would cause irreparable damage to Franchisor
and ZorWare that would be incapable of precise measurement and for which no adequate remedy would
exist at law. Franchisee therefore agrees that injunctive relief shall be available for any such breach in
addition to all other remedies that may be available.

(b) Notices. All notices, requests, consents and other communications required or permitted
by this Agreement shall be in writing and shall be delivered by hand, fax, overnight delivery service, or
registered or certified first class mail, to then-current address of the recipient known by the sender, to the
attention of the person then holding the title of the person signing this Agreement on behalf of the
recipient. Any such notice, request, consent or other communication shall be deemed given and be
effective upon receipt at such address on a business day during normal business hours.

(c) Entire Agreement; Amendments. This Agreement constitutes the entire understanding
between the parties relating to the subject matter hereof, superseding all prior agreements, arrangements
and understandings between the parties relating to its subject matter. This Agreement may not be
amended or changed in any way unless such changes are in writing signed by the parties hereto.

(d) Waiver. No delay, omission or failure to exercise any right or remedy provided for herein
will be deemed to be a waiver thereof or acquiescence in the event giving rise to such right or remedy. No
waiver will be binding unless contained in a writing signed by the party waiving its rights. Any waiver is
limited to the specific situation in which it is given and no waiver of any breach or default under this
Agreement will be construed as a waiver of any earlier or succeeding breach or default.

(e) Governing Law. This Agreement will be governed by and construed in accordance with
the laws of the State of Texas applicable to agreements made and to be performed entirely within the
State of Texas, without regard to Texas’s conflicts of law principles.

) Forum. The parties hereby irrevocably consent to the non-exclusive jurisdiction of the
federal and state courts located in Waco, McLennan County, Texas, in any action for temporary, interim
or provisional equitable remedies. The parties hereby waive, to the full extent permitted by law, defenses
based on jurisdiction, venue and forum non conveniens. The parties further consent to service of process
by certified mail, return receipt requested, or by any other means permitted by law.

(2) Costs, Expenses and Attorneys’ Fees. If an action is commenced between the parties to
enforce any provision of this Agreement, the prevailing party will be entitled to reasonable costs and
expenses, including attorneys’ fees.
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Signed on this day of , 20

FRANCHISEE:

, individually

Accepted as of this day of ,20 _, in Waco, Texas.

FRANCHISOR:

MR. APPLIANCE SPV LLC

BY:

Glenn Lewis, Jr., President
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EXHIBIT “A”
TO

LICENSE & MAINTENANCE AGREEMENT

Software included in Software System from

Third-Party Providers

Third-Party Provider’s Terms and Conditions
that Franchisee must accept in order to access
sand use of software

Qvinci http://www.qvinci.com/saas-agreement/
http://www.qvinci.com/terms-of-use/
FranConnect http://franconnect.com/privacy-and-data-collection-

policy/

Microsoft Office 365 and Exchange Mail

https://www.microsoft.com/en-us/trust-

center/privac

Broadly

https://broadly.com/terms/

The software included in the Software System is subject to change by Franchisor upon notice to

Franchisee.

Software System Fees:

Office365 (“0365”)

Software Fees
Enrollment | Monthly Fees Services Included
Fee
New Sale $1,599 $263 Software System Financial Reporting, Point of
$85 per POS mobile user Sale, customer sentiment,
franchise portal and email
Additional Microsoft software.
Office365 (“0365”)
Exchange email accounts
are $4.00 per month, 0365
E1 email accounts are
$10.00 per month, and 0365
E3 email accounts are
$23.00 per month.
Renewal Waived $263 Software System Financial Reporting, Point of
$85 per POS mobile user Sale, customer sentiment,
franchise portal and email
Additional Microsoft software.
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http://www.qvinci.com/saas-agreement/
http://www.qvinci.com/terms-of-use/
http://franconnect.com/privacy-and-data-collection-policy/
http://franconnect.com/privacy-and-data-collection-policy/
https://www.microsoft.com/en-us/trust-center/privacy
https://www.microsoft.com/en-us/trust-center/privacy
https://broadly.com/terms/

Software Fees

Enrollment
Fee

Monthly Fees

Services Included

Exchange email accounts
are $4.00 per month, 0365
E1 email accounts are
$10.00 per month, and 0365
E3 email accounts are
$23.00 per month.

are $4.00 per month, 0365
E1 email accounts are
$10.00 per month, and 0365
E3 email accounts are
$23.00 per month.

Sale to Existing $799.50 $65 Software System Financial Reporting, customer
Franchise Additional Microsoft sentiment, franchise portal and

Office365 (“0365) email software.

Exchange email accounts

are $4.00 per month, 0365

E1 email accounts are

$10.00 per month, and 0365

E3 email accounts are

$23.00 per month.
Sale to Existing Waived $65 Software System Financial Reporting, customer
Franchise Additional Microsoft sentiment, franchise portal and
(Contiguous Office365 (“0365”) email software.
Territories) Exchange email accounts

These fees may increase in the future, but not more than by 20% annually, in addition to increases due to
additional or different software being added to the Software System and direct price increases from third-
party vendors.

DMS US.361913583.8
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EXHIBIT “B”
TO
LICENSE & MAINTENANCE AGREEMENT

Basic Plan: ZorWare service level agreement will include best effort of 2- to 5-business days for response
and/or resolution.

. Live Support hours: 6 AM - 7 PM central time, Monday - Friday*.
. Limit of 2 hours of phone support per month.
. If exceeds call limit then the following would apply:

. Hourly Phone Support: $125 per hour.

*ZorWare Help Desk & Team observes any/all holidays as determined by Zorware.

DMS US.361913583.8
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EXHIBIT L-1

ASSIGNMENT AND CONSENT AGREEMENT
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ASSIGNMENT AND CONSENT AGREEMENT

This Assignment and Consent Agreement (this “Agreement”) is made effective as of the date Franchisor
signs below (the “Effective Date”) and is entered into by and among [ ] (“Franchisee™), and [
] (a “Franchisee Principal(s)”) (Franchisee and Franchisee Principal(s) collectively referred to as
“Assignor”™), [ 1 (“Assignee”), and MR. APPLIANCE SPV LLC, a Delaware limited liability
company having a principal place of business at 1010 North University Parks Drive, Waco, TX 76707
(“Franchisor”). All capitalized terms not defined in this Agreement have the respective meanings set
forth in the Old Franchise Agreement (as defined below).

RECITALS

A. Franchisor and Assignor are parties to a Mr. Appliance® Franchise Agreement dated [
1 (the “Old Franchise Agreement”), pursuant to which Assignor was granted the right to operate a Mr.
Appliance® business in the following territory: (the “Franchised
Business”).

B. Assignor desires to assign to Assignee all right, title and interest in the Franchised
Business, including the franchise rights for the Franchised Business (the “Assignment”); Assignee wishes
to accept the Assignment and, as of the Effective Date, assume all of the duties, obligations, and liabilities
of Assignor related thereto by entering into a purchase and sale agreement with Assignor and by signing a
franchise agreement with Franchisor.

C. Assignor represents that there is no dispute related to the offer and sale of the Old
Franchise Agreement or Franchised Business, and further represents that Assignor has no claims against
Franchisor under applicable laws.

D. In consideration of Assignor’s request for the Assignment and the representations set
forth in Recital C above, Franchisor is willing to consent to the Assignment as of the Effective Date,
subject to the provisions stated below, and Assignor agrees to settle all known and unknown disputes it
may have against Franchisor, if any, that exist as of the Effective Date.

AGREEMENTS

NOW, THEREFORE, in exchange for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties agree as follows:

1. Assignment and Assumption. Assignor assigns to Assignee all right, title and interest in
and to the Franchised Business, including the franchise rights for the Franchised Business. Assignee
unconditionally assumes and accepts the Assignment of the Franchised Business, including the franchise
rights for the Franchised Business, and agrees to be bound by all duties, obligations, and liabilities of the
Assignor related thereto, including without limitation all of Assignor’s customer obligations, including all
warranty work and service plans obligations.

2. Signing of Current Form of Franchise Agreement. As a condition of Franchisor’s
consent to the Assignment, Assignee agrees to sign Franchisor’s then-current form of franchise agreement
(the “New Franchise Agreement”). Assignee acknowledges that the terms and conditions of the New
Franchise Agreement may be different from the terms and conditions of the Old Franchise Agreement.
Prior to the Effective Date, Assignee shall deliver to Franchisor two signed copies of the New Franchise
Agreement, along with the executed copies of this Agreement.

DMS US.361913583.8
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3. Termination of Old Franchise Agreement. All parties agree that the Old Franchise
Agreement is terminated as of the effective date of the New Franchise Agreement with no further force
and effect, except for the post-termination obligations identified in Section 12 below.

4. Status of Assignor Following Assignment. Upon and after the Effective Date and subject
to Section 12 below, Assignor will have no interest in and will no longer be responsible or liable for (a)
the Franchised Business, (b) the franchise rights for the Franchised Business, or (c) the Old Franchise
Agreement. Assignor, however, will remain liable for any responsibilities, obligations, and liabilities
related to the Old Franchise Agreement and the Franchised Business up to the Effective Date, including
all monetary obligations due to Franchisor, its affiliates, and other third parties under the Old Franchise
Agreement that have accrued as of the Effective Date and all post-termination obligations identified in
Section 12 below.

5. Assignee Principals. If Assignee is an entity, Assignee represents and warrants to
Franchisor and Assignor that the following individuals and/or entities are the sole owners of Assignee
(the “Assignee Principals™):

Name of Principal Owner Percentage of Ownership in Assignee
(total must equal 100%)

Total 100%

6. Payment of Transfer Fee. On or before the Effective Date, Franchisor must receive a
transfer fee in the amount of $[ ], as referenced in Section 10.C. of the Old Franchise
Agreement.

7. Training. On or before the Effective Date, Assignee must complete Franchisor’s training
requirements.

8. Payment of Fees Owed to Franchisor; Delivery of Reports. On or before the Effective

Date, all fees owed by Assignor to Franchisor, its affiliates or suppliers or upon which Franchisor or its
affiliates have any contingent liability, under or related to the Old Franchise Agreement (the “Fees
Owed”) must be paid in full. Accordingly, on or before the Effective Date, Assignor or Assignee must
deliver the full amount of Fees Owed to Franchisor, its affiliate(s) and/or suppliers, along with three fully
executed copies of this Agreement. In addition, on or before the Effective Date, Assignor must deliver to
Franchisor any and all reports required to be delivered under the Old Franchise Agreement, including
without limitation reports related to any Fees Owed and any financial and other reports relating to the
Franchised Business and its operations as Franchisor may request pursuant to Section 10.D.8 of the
Franchise Agreement in order for Franchisor and/or assignee to evaluate the Franchised Business and the
proposed transfer.

9. Personal Guarantee. Each Assignee Principal must execute a personal guarantee in the
form attached to the New Franchise Agreement.
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10. Representations.

A. Assignor and Assignee represent and warrant to each other that they have the
authority to execute this Agreement.

B. Assignor represents and warrants to Franchisor and Assignee that it owns all
right, title and interest in and to the Franchised Business and the Old Franchise
Agreement, free and clear of any mortgage, lien or claims, and has not assigned
any or all of its interest in the Franchised Business or the Old Franchise
Agreement to any third party.

C. Assignor and Assignee represent and warrant to Franchisor that they have
consummated the asset purchase and sale transaction that is related to the
Assignment contemplated hereunder as of the Effective Date.

11. Indemnification.

A. Assignor, for itself, its heirs, successors and assigns, agrees to indemnify and
hold harmless Franchisor, its affiliates, successors, assigns, officers, directors,
employees, agents, and each of them, against any and all liabilities, damages,
actions, claims, costs (including reasonable attorneys’ fees), or expenses of any
nature resulting, directly or indirectly, from any of the following: (i) any
misrepresentations or breach of warranty by Assignor under this Agreement; (ii)
the Assignment; or (iii) any claim, suit or proceeding initiated by or for a third
party(s), now or in the future, that arises out of or relates to the Old Franchise
Agreement or the Franchised Business operated by Assignor prior to the
Effective Date.

B. Assignee, for itself, its heirs, successors and assigns, agrees to indemnify and
hold harmless Franchisor, its affiliates, successors, assigns, officers, directors,
employees, agents, and each of them, against any and all liabilities, damages,
actions, claims, costs (including reasonable attorneys’ fees) or expenses of any
nature resulting, directly or indirectly, from any of the following: (i) any
misrepresentations or breach of warranty by Assignee under this Agreement; or
(ii) the Assignment.

12. Assignor’s Post-Termination Obligations. Assignor agrees that, upon transfer of its
interest in the Franchised Business to Assignee, Assignor will comply with all post-termination
obligations set forth in Section 13 of the Old Franchise Agreement, which obligations shall be
incorporated herein by reference. Further, Assignor shall comply with any other provisions of the Old
Franchise Agreement which, by their nature, survive termination or expiration of the Old Franchise
Agreement.

13. Consent to Assignment. Franchisor consents to the Assignment subject to the terms and
conditions of this Agreement. Franchisor’s consent to the Assignment will not result in any waiver of any
rights nor a release under the Old Franchise Agreement or New Franchise Agreement, and is not a
consent to any additional or subsequent transfers or assignments.

14. Release and Settlement of Claims by Assignor. Except as may be prohibited by
applicable law, Franchisee and Franchisee Principals (individually and as owners of Franchisee) and each
of their respective heirs, successors, assigns, affiliates, shareholders, officers, directors, employees, and
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agents, and on behalf of any other party claiming an interest through them (collectively and individually
referred to as the “Assignor Parties” for purposes of Sections 14, 15 and 16 hereof), release and forever
discharge Franchisor, its predecessors, successors, affiliates, directors, officers, sharcholders, agents,
employees and assigns (collectively and individually referred to as the “Franchisor Parties” for purposes
of Sections 14, 15 and 16) of and from any and all claims, debts, liabilities, demands, obligations, costs,
expenses, actions and causes of action (collectively, “Claims”), whether known or unknown, vested or
contingent, which Assignor Parties may now or in the future own or hold, that in any way relate to the
Old Franchise Agreement, any other agreement between Assignor and Franchisor, the Franchised
Business, or the relationship between Assignor and Franchisor through the Effective Date (collectively,
“Assignor Claims”), for known or unknown damages or other losses including, but not limited to, any
alleged violations of any deceptive or unfair trade practices laws, franchise laws, or other local,
municipal, state, federal, or other laws, statutes, rules or regulations, and any alleged violations of the Old
Franchise Agreement or any other agreement between Assignor and Franchisor through and including the
Effective Date.

15. Release by Assignee. Except as noted in this Section 15, Assignee, Assignee Principals
(if any), and their respective affiliates, successors, assigns, officers, directors, employees, agents, and on
behalf of any other party claiming an interest through them (collectively and individually referred to as
the “Assignee Parties” for purposes of this Section 15 and Section 16 below), release and forever
discharge the Franchisor Parties of and from any and all Claims, whether known or unknown, vested or
contingent, which Assignee may now or in the future own or hold, that in any way relates to the
Franchised Business or the New Franchise Agreement (collectively referred to as “Assignee Claims” for
purposes of this Section 15 and Section 16).

As to the New Franchise Agreement, the Assignee Parties and Franchisor Parties acknowledge
and agree that the release by the Assignee Parties does not relate to the offer and sale of the New
Franchise Agreement. Further, the parties agree that the release as it relates to the New Franchise
Agreement is effective as to Assignee Claims arising through the Effective Date of this Agreement, and
not to any claims arising after the Effective Date.

16. Acknowledgement of Releasors. The release of Assignor Claims set forth in Section 14
and Assignee Claims in Section 15 are intended by the Assignor Parties and Assignee Parties
(collectively, the “Releasors”) to be full and unconditional general releases, as that phrase is used and
commonly interpreted, extending to all claims of any nature, whether or not known, expected or
anticipated to exist in favor of one of the Releasors against any other Releasor. In making this voluntary
express waiver, the Releasors acknowledge that claims or facts in addition to or different from those
which are now known to exist with respect to the matters mentioned herein may later be discovered and
that it is the Releasors’ intention to hereby fully and forever settle and release any and all matters,
regardless of the possibility of later discovered claims or facts. The Releasors acknowledge that they
have had adequate opportunity to gather all information necessary to enter into this Agreement and
release, and need no further information or knowledge of any kind that would otherwise influence the
decision to enter into this Agreement. The Releasors, for themselves and their heirs, successors and
assigns, hereby expressly, voluntarily, and knowingly waive, relinquish and abandon each and every
right, protection, and benefit to which they would be entitled, now or at any time hereafter under Section
1542 of the Civil Code of the State of California, as well as under any other statutes or common law
principles of similar effect to said Section 1542, whether now or hereafter existing under the laws of
California or any other applicable federal or state law with jurisdiction over the parties’ relationship. The
Releasors acknowledge that Section 1542 of the Civil Code of the State of California provides as follows:

“A general release does not extend to claims which the
creditor or releasing party does not know or suspect to exist in
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his favor at the time of executing the release, which if known
by him must have materially affected his settlement with the
debtor or released party.”

This release is and shall be and remain a full, complete, and unconditional general release. The Releasors
acknowledge and agree that this release and the foregoing waiver are an essential, integral and material
term of this Agreement. The Releasors further acknowledge and agree that no violation of this
Agreement shall void the releases set forth in Sections 14 and 15.

17. Confidentiality. Assignor and Assignee acknowledge and agree that this Agreement and
matters discussed in relation thereto are entirely confidential. It is therefore understood and agreed by
Assignor and Assignee that they will not reveal, discuss, publish or in any way communicate any of the
terms, amount or fact of this Agreement to any person, organization or other entity, except to their
respective officers, employees or professional representatives, or as required by law.

18. Miscellaneous. This Agreement, and the documents referred to herein, constitute the
entire agreement among the parties with respect to the subject matter hereof. No amendment will be
binding unless in writing and signed by the party against whom enforcement is sought. All
representations, warranties, agreements and all other provisions of this Agreement which by their terms or
by reasonable implication are intended to survive the closing of this transaction will survive it.

19. Representation by Counsel. The parties have had adequate opportunity to consult with an
attorney of their respective choice, including with respect to the release of claims set forth herein.

20. Governing Law/Venue. This Agreement will be construed and enforced in accordance
with the laws of Texas, without regard to principles of conflicts of law. The parties further agree that any
legal proceeding relating to this Agreement or the enforcement of any provision herein shall be brought or
otherwise commenced only in the courts of Texas.

21. Counterparts. This Agreement may be executed in more than one counterpart, each of
which shall constitute an original copy.

ASSIGNOR:

By:
Name:
Title:

Date:

ASSIGNEE:

By:
Name:
Title:
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FRANCHISOR:

Mr. Appliance SPV LLC

By:
Name:
Title:

Effective Date:

, 20
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EXHIBIT L-2

BUYER COMMITMENT AGREEMENT
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BUYER COMMITMENT AGREEMENT

This BUYER COMMITMENT AGREEMENT (this “Agreement”), dated effective as of
(the “Effective Date”), is entered into by

(“Buyer”) and , an owner of Assignee (“Owner”, and collectively with
Assignee, “you”), on the one hand, and SPV LLC, a Delaware limited liability company
having a principal place of business at (“Franchisor”), on the other
hand.

WHEREAS, simultaneously herewith, Buyer and a

13

” franchisee (“Seller”) are entering into an agreement (“Purchase Agreement,” and the
transaction contemplated thereunder, the “Transfer””) pursuant to which Buyer shall agree to purchase
from Seller the “ ” business located at (the
“Business”) and operated by Seller pursuant to a franchise agreement dated between
Seller and Franchisor (“Seller’s Franchise Agreement”);

WHEREAS, Owner owns 100% of the equity ownership interests in Buyer;

WHEREAS, Buyer’s and Seller’s consummation of the Transfer (“Closing”) is subject to
Franchisor’s prior written consent, and Franchisor’s consent is subject to a number of conditions imposed
by Franchisor, including, without limitation, a requirement that, prior to completing the Transfer, Buyer
satisfactorily complete certain training requirements (the “Training”), and Buyer pays a transfer fee to
Franchisor (as provided in Seller’s Franchise Agreement);

WHEREAS, Buyer and Seller have mutually requested that Owner be permitted to attend
Training prior to Closing to enable Owner to begin to operate the Business immediately upon Closing
without any interruption to attend Training after Closing;

WHEREAS, Franchisor requires that Buyer and Owner enter into this Agreement before
Franchisor is willing to provide the Training to Owner and pay the Training Fee set forth below;

WHEREAS, as another condition to Franchisor’s consent to the Transfer, Assignee will be
required to enter into a new Franchise Agreement (the “Franchise Agreement”) with Franchisor,
pursuant to which Franchisor will grant Assignee a license to use Franchisor’s trademarks, services
marks, logos and other indicia of origin (the “Marks”) and Franchisor’s methods of operation (the
“System”) in connection with the operation of the Business. (Capitalized terms used herein without a
definition shall have the same meaning as assigned to them in the Franchise Agreement), and Owner will
be required to enter into a guaranty with Franchisor, guaranteeing Assignee’s obligations under the
Franchise Agreement (the “Guaranty”); and

WHEREAS, Franchisor has undertaken, at considerable effort and expense, to create the System
which will be revealed to you during the Training and pursuant to the Franchise Agreement and you will
be exposed to and learn many procedures, techniques and other matters that are identified and treated by
Franchisor as confidential, proprietary or trade secret, including, without limitation, information regarding
the operational, sales, and marketing methods and techniques of Franchisor, which are beyond your skills
and experience (“Confidential Information™); and

WHEREAS, you agree that you will receive material benefit from Franchisor by receiving the
Training and entering into the Franchise Agreement and/or the Guaranty. In exchange for that good
consideration, you agree to execute and be bound by this Agreement, including the noncompetition
covenant set forth herein, with the understanding that Franchisor would not permit you to attend
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Training without your agreement to comply with this Agreement, including the noncompetition
covenant.

NOW, THEREFORE, you hereby agree as follows:

1. Confidentiality Obligation. You acknowledge that you will receive valuable Confidential
Information that provides a competitive advantage in the development and operation of the Business.
You acknowledge and agree that the Confidential Information, including any Operations Manual of
Franchisor, is confidential and proprietary in nature and contains trade secrets belonging to Franchisor
and its affiliates and that all such tangible evidence of Confidential Information is a property right of great
value to Franchisor and its affiliates. You may not, during the term of this Agreement and for five years
thereafter, communicate, divulge or use any Confidential Information for the benefit of any other person
or entity, except that you may communicate Confidential Information to such employees as must have
access to it in order to operate the Business during the term of the Franchise Agreement; provided,
however that you require any such employees to maintain the confidentiality of the Confidential
Information in accordance with this Section. All Confidential Information, including, without limitation,
methods, procedures, suggested pricing, specifications, processes, materials, techniques and other data,
may not be used for any purpose other than operating the Business under the Franchise Agreement.

2. Non-Use. You agree not to (a) use Confidential Information without prior written
approval from Franchisor or except as provided under the Franchise Agreement, or (b) do or perform any
other act injurious to the goodwill associated with the Marks and the System.

3. Non-Disclosure. You agree not to disclose, communicate or divulge any Confidential
Information for your benefit or for the benefit of any other third party, including, without limitation, a
competitor of the Business and/or Franchisor.

4. Exclusions. Confidential Information does not include and this Agreement does not
apply to information that you can establish by reliable documentary evidence (a) was previously
independently and lawfully known by you, (b) is or becomes part of the public domain other than through
your wrongful act, (c) is otherwise lawfully in your hands by a means other than breach of this Agreement
or (to your knowledge) third party’s breach of its confidentiality obligation to Franchisor, or (d) is sought
pursuant to a subpoena or written discovery (“Process”); provided that Franchisor shall be immediately
notified of the receipt of the Process, whereupon Franchisor has the right to request that you delete the
Confidential Information from the scope thereof, and if you refuse, then Franchisor may seek any and all
available remedies, including, without limitation, commencing proceedings to enjoin the disclosure of
Confidential Information or intervening impending proceedings to seek the entry of protective orders or
other appropriate relief. Nothing in this Agreement shall be construed to interfere with a party’s
obligations to comply with lawful court orders; however, no disclosure of Confidential Information by a
party pursuant thereto shall be deemed to place the Confidential Information in the public domain or to
relieve the party from the future performance of all its confidentiality obligations under this Agreement,
absent express orders of the court to the contrary.

5. Covenant Not to Compete. Except as otherwise approved in writing by Franchisor, you
may not, directly or indirectly, through, on behalf of, or in conjunction with, any other person,
partnership, or legal entity, own, maintain, operate, or engage or participate in, inure benefit to, or have
any financial interest, either as an officer, agent, employee, principal, partner, director, shareholder or any
other individual or representative capacity, in any corporation, partnership or other legal entity that
engages in any business that is the same as or similar to the Business, or is otherwise in competition with
the business of Franchisor or Franchisor’s franchisees, that engages in the distribution of similar products,
services and/or equipment and that is located:
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(a) anywhere, during the time period beginning on the Effective Date and ending on the
expiration or earlier termination of this Agreement; or

(b)
(1) within the territory specified in the Assignor’s Franchise Agreement
(i1) within a 25-mile radius of the outer boundary of such territory, or

(iii) inside the territory of another business,

in each case during a time period of:

(A) eighteen (18) months commencing with the earlier of the termination or
expiration of this Agreement, if the Transfer is not consummated prior to the expiration
of this Agreement, or,

(B) with respect to Owner, eighteen (18) months commencing on the date on
which Owner ceases to be associated with the Business,

in each case which time period shall be extended by any period of non-compliance.

You further agree that upon Franchisor’s request you shall make your personal and business records
available for inspection by Franchisor to determine your compliance with this provision.

6. Customer Non-Solicitation Covenant. In addition, you agree that during the term of this
Agreement and for one year thereafter, you will not, without our prior written consent, directly or
indirectly, for yourself or on behalf of any other person, divert, or attempt to divert, any business or
customer of the Business or any other business to any competitor by direct or indirect
inducement, with the understanding that this covenant expires in the event you close on the sale of the
Business, satisfactorily complete Franchisor’s training and begin the operation of the Business in
accordance with a duly executed Franchise Agreement with Franchisor.

7. Scope of Covenants. The parties agree that each of the foregoing covenants in Section 5
and Section 6 will be construed as independent of any other covenant or provision of this Agreement. To
the extent anyone successfully contests the validity or enforceability of any part of Section 5 or Section 6
in its present form predicated upon the area of coverage, this provision will not be deemed invalid or
unenforceable, but will instead be deemed modified, so as to be valid and enforceable, to provide
coverage for the maximum scope that any court of competent jurisdiction or arbitrator will deem
reasonable and necessary to protect Franchisor’s legitimate interests.

8. Choice of Law and Jurisdiction. This Agreement shall be governed by the internal laws
of the State of Texas, without regard to conflicts of laws provisions. You agree that any litigation or legal
action to enforce or relating to this Agreement shall be filed in Waco, McLennan County, Texas. You
hereby consent to the jurisdiction of such courts and further agree to waive any rights or objections to the
jurisdiction or venue of any such actions when filed in such courts.

9. Training Fee. You will pay to Franchisor a nonrefundable training fee in the amount of
$14,900 (the “Training Fee”) prior to attending any of Franchisor’s training sessions. Upon the
successful completion of training and full execution of the Franchise Agreement, Franchisor will apply
the Training Fee to any Transfer Fee owed in connection with the Transfer.
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10. Legal Fees and Costs. Any unauthorized disclosure following execution of this
Agreement may be cause for suit for injunctive relief and damages. If you breach this Agreement, you
shall pay reasonable attorney’s fees and other costs incurred by Franchisor and/or Franchisee in enforcing
the provisions of this Agreement or any other agreement related to Buyer’s purchase of the Business
(regardless of whether the purchase closes). If any legal proceeding is commenced to enforce or interpret
any provision of this Agreement, the prevailing party will be entitled to recover reasonable attorney’s fees
and all costs and disbursements allowed by law.

11. Term of Agreement. The term of this Agreement begins on the Effective Date and ends
on the effective date of the Franchise Agreement, in which case Buyer and Owner will be subject to the
confidentiality, noncompetition and non-solicitation covenants set forth in the Franchise Agreement and
any related nondisclosure/noncompetition agreement signed by Owner, which covenants shall then
supersede the confidentiality, noncompetition and non-solicitation covenants of this Agreement. If]
however, the Franchise Agreement is not executed within one year of the Effective Date of this
Agreement, then this Agreement terminates on the one year anniversary of the Effective Date, but the
confidentiality, noncompetition and non-solicitation covenants continue in full force and effect thereafter
as provided in Sections 1, 5, and 6, respectively.

12. Defend Trade Secrets Act of 2016 Disclosure. 18 U.S.C. § 1833(b) states: “An
individual shall not be held criminally or civilly liable under any Federal or State trade secret law for the
disclosure of a trade secret that—(A) is made—(i) in confidence to a Federal, State, or local government
official, either directly or indirectly, or to an attorney; and (ii) solely for the purpose of reporting or
investigating a suspected violation of law; or (B) is made in a complaint or other document filed in a
lawsuit or other proceeding, if such filing is made under seal.” Accordingly, the parties to this Agreement
have the right to disclose in confidence trade secrets to Federal, State, and local government officials, or
to an attorney, for the sole purpose of reporting or investigating a suspected violation of law. The parties
also have the right to disclose trade secrets in a document filed in a lawsuit or other proceeding, but only
if the filing is made under seal and protected from public disclosure. Nothing in this Agreement is
intended to conflict with 18 U.S.C. § 1833(b) or create liability for disclosures of trade secrets that are
expressly allowed by 18 U.S.C. § 1833(b).

13. Entire Agreement. This Agreement (i) sets forth the entire understanding among Buyer,
Owner and Franchisor with respect to its subject matter and cannot be changed except by written
instrument signed by you and Franchisor, and (ii) is separate from any other agreement regarding
conditions to Franchisor’s consent to the Transfer or any agreement between Buyer and Seller regarding
the Transfer. There are no representations of any kind except as contained herein. This Agreement will
be binding upon and inure to the benefit of the parties, their legal representatives, successors, and assigns.

Buyer:

By:
Name:
Title:
Date:

Owner:

An Individual
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Franchisor:

By:

Name:
Title:
Date:
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EXHIBIT M

STATE ADDENDA AND FRANCHISE AGREEMENT RIDERS
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RIDER TO THE STATE ADDENDUM
TO THE FRANCHISE DISCLOSURE DOCUMENT AND FRANCHISE AGREEMENT

FOR THE FOLLOWING STATES ONLY: CALIFORNIA, HAWALII, ILLINOIS, INDIANA,
MARYLAND, MICHIGAN, MINNESOTA, NEW YORK, NORTH DAKOTA, RHODE ISLAND,
SOUTH DAKOTA, VIRGINIA, WASHINGTON, AND WISCONSIN

This Rider to the State Addendum to the Franchise Disclosure Document and Franchise Agreement is
entered into by and between , a Delaware limited liability company with an
address of (“Franchisor”) and

, individually, with an address of

(“Franchisee™).

A. This Rider is being signed because (i) the franchised business that Franchisee will operate
under the Agreement will be located in one of the states listed in the heading of this Rider (the
“Applicable Franchise Registration State); and/or (ii) any of the franchise offering or sales activity with
respect to the Agreement occurred in the Applicable Franchise Registration State.

B. Franchisor and Franchisee have contemporaneously herewith entered into a Franchise
Agreement (the “Agreement”) and wish to amend the Agreement as provided herein.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Agreement is hereby amended as follows:

1. The following language is hereby added to the end of the Agreement:

“No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i)
waiving any claims under any applicable state franchise law, including fraud in the inducement,
or (ii) disclaiming reliance on any statement made by any franchisor, franchise seller, or other
person acting on behalf of the franchisor. This provision supersedes any other term of any
document executed in connection with the franchise.”

2. Except as provided in this Rider, the Agreement remains in full force and effect in
accordance with its terms. This Rider shall be effective only to the extent that the jurisdictional
requirements of the franchise law of the Applicable Franchise Registration State are met independently
without reference to this Rider.

[SIGNATURES APPEAR ON THE NEXT PAGE]
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Signed on this day of ,20

FRANCHISEE:
, individually
Accepted as of the day of ,20  ,in
FRANCHISOR:
BY:
, President
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CALIFORNIA ADDENDUM TO DISCLOSURE DOCUMENT

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF
ALL PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE
BE DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT.

OUR WEBSITES, www.mrappliance.com, www.neighborlybrands.com, and
www.leadingtheserviceindustry.com HAVE NOT BEEN REVIEWED OR APPROVED BY
THE CALIFORNIA DEPARTMENT OF FINANCIAL PROTECTION & INNOVATION. ANY
COMPLAINTS CONCERNING THE CONTENT OF THESE WEBSITES MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF FINANCIAL PROTECTION &
INNOVATION at www.dfpi.ca.gov.

Item 3 is amended to add the following:

Neither we, nor any person identified in Item 2 is subject to any currently effective order of any
national securities association or national securities exchange, as defined in the Securities
Exchange Act of 1934, §15 U.S.C.A. 578(a) et seq., suspending or expelling such persons from
membership in such association or exchange.

Items 17(c), (d), (e), (f), (g), (h) and (i) are amended to add the following:

California Business and Professions Code §§20000 through 20043 provide rights to you
concerning termination, transfer or non-renewal of the franchise. If the franchise agreement is
inconsistent with California law, California law will control.

Item 17 (h) is amended to add the following:

The franchise agreement provides for termination under bankruptcy. This provision may not be
enforceable under federal bankruptcy law (11 U.S.C. Sec. 101 et.seq.). Franchisor reserves the
right to challenge, and intends to challenge, the applicability of any law that declares provisions
of the franchise agreement void or unenforceable.

Item 17(m) is amended to add the following:

You must sign a general release of all claims if you renew or transfer the franchise to a third
party. California Corporations Code §31512 voids a waiver of your rights under the Franchise
Investment Law (California Corporations Code §§31000-31516) and Business and Professions
Code §20010 voids a waiver of your rights under the Franchise Relations Act (Business and
Professions Code §§20000-20043).

Item 17(r) is amended to add the following:

The franchise agreement contains a covenant not to compete that extends beyond the termination
of the franchise. This provision may not be enforceable under California law. Franchisor reserves
the right to challenge, and intends to challenge, the applicability of any law that declares

provisions of the franchise agreement void or unenforceable.

Item 17(s) is amended to add the following:
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http://www.neighborlybrands.com/
http://www.leadingtheserviceindustry.com/

10.

11.

12.

California Corporations Code §31125 requires us to give you a disclosure document, in a form
containing information that the Commissioner may by rule or order require, before a solicitation
of a proposed material modification of an existing franchise.

Item 17(u) is amended to add the following:

You are encouraged to consult private legal counsel to determine the applicability of California
and federal laws (such as Business and Professions Code Section 20040.5, Code of Civil
Procedure Section 1281, and the Federal Arbitration Act) to any provisions of a franchise
agreement restricting venue to a forum outside the state of California.

Item 17(v) is amended to add the following:

The franchise agreement requires any litigation to be filed in Waco, McLennan County, Texas.
This provision may not be enforceable under California law. Franchisor reserves the right to
challenge, and intends to challenge, the applicability of any law that declares provisions of the
franchise agreement void or unenforceable.

Item 17(w) is amended to add the following:

The franchise agreement requires application of the laws of the State of Texas. This provision
may not be enforceable under California law. Franchisor reserves the right to challenge, and
intends to challenge, the applicability of any law that declares provisions of the franchise
agreement void or unenforceable.

California Corporations Code Section 31125 may require us to give you a disclosure document
approved by the California Department of Financial Protection & Innovation before a solicitation
of a proposed modification of an existing franchise.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in connection with
the commencement of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including, fraud in the inducement, or (ii) disclaiming reliance on any
statement made by any franchisor, franchise seller, or other person acting on behalf of the franchisor. This
provision supersedes any other term of any document executed in connection with this franchise.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of the California Franchise Investment Law are met
independently without reference to this Addendum.
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HAWAII ADDENDUM TO DISCLOSURE DOCUMENT

THESE FRANCHISES WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE INVESTMENT
LAW OF THE STATE OF HAWAIIL FILING DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF COMMERCE AND
CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF COMMERCE AND CONSUMER
AFFAIRS THAT THE INFORMATION PROVIDED HEREIN IS TRUE, COMPLETE AND NOT
MISLEADING.

THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL ANY
FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE PROSPECTIVE
FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN DAYS PRIOR TO THE EXECUTION
BY THE PROSPECTIVE FRANCHISEE OF ANY BINDING FRANCHISE OR OTHER
AGREEMENT, OR AT LEAST SEVEN DAYS PRIOR TO THE PAYMENT OF ANY
CONSIDERATION BY THE FRANCHISEE, OR SUBFRANCHISOR, WHICHEVER OCCURS
FIRST, A COPY OF THE OFFERING CIRCULAR, TOGETHER WITH A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE.

THIS OFFERING CIRCULAR CONTAINS A SUMMARY ONLY OF CERTAIN MATERIAL
PROVISIONS OF THE FRANCHISE AGREEMENT. THE CONTRACT OR AGREEMENT SHOULD
BE REFERRED TO FOR A STATEMENT OF ALL RIGHTS, CONDITIONS, RESTRICTIONS AND
OBLIGATIONS OF BOTH THE FRANCHISOR AND THE FRANCHISEE.

No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in connection with
the commencement of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including fraud in the inducement, or (ii) disclaiming reliance on any
statement made by any franchisor, franchise seller, or other person acting on behalf of the
franchisor. This provision supersedes any other term of any document executed in connection with the
franchise.
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ILLINOIS ADDENDUM TO DISCLOSURE DOCUMENT
State Cover Page; Risk Factors.

The following statement is added to the end of the first Risk Factor: Section 4 of the Illinois
franchise disclosure act provides that any provision in a franchise agreement that designates
jurisdiction or venue in a forum outside of Illinois is void with respect to any cause of action
which otherwise is enforceable in Illinois; provided, however, that the franchise agreement may
provide for arbitration in a forum outside of Illinois.

Item 17 — Additional Disclosures.

Item 17 of this disclosure document is supplemented by the addition of the following paragraphs at the
end of the chart:

State Law

The Illinois Franchise Disclosure Act will govern any franchise agreement if it applies to a
franchise located in Illinois.

The conditions under which you can be terminated and your rights on non-renewal may be
affected by Illinois law, 815 ILCS 705/19 and 705/20.

The franchise agreement shall become effective on its acceptance and execution by us in Texas.
The franchise agreement shall be interpreted and constructed under the substantive laws of Texas,
except to the extent governed by the United States Arbitration Act (9 U.S.C. § 1 et seq). and the
United States Trademark Act of 1946 (Lanham Act, 15 U.S.C., § 1051 et seq.). However, under
815 ILCS 705/41, any condition, stipulation or provision purporting to find any person acquiring
any franchise to waive compliance with any provision of the Act or any other law of Illinois is
void.

Any action brought by either party in any court, except for claims required to be submitted to
arbitration, whether federal or state, shall be brought within the state or federal Court having
jurisdiction in Texas. The parties waive all questions of personal jurisdiction or venue. However,
under 815 ILCS 705/4, any provision that designates jurisdiction or venue outside of Illinois is
void with respect to any cause of action that otherwise is enforceable in Illinois; provided,
however, that the franchise agreement may provide for arbitration in a forum outside of Illinois.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of the Illinois Franchise Disclosure Act
(815 ILL. COMP. STAT. §§ 705/1 through 705/44) are met independently without reference to this
Addendum.

No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in connection with
the commencement of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including fraud in the inducement, or (ii) disclaiming reliance on any
statement made by any franchisor, franchise seller, or other person acting on behalf of the
franchisor. This provision supersedes any other term of any document executed in connection with the
franchise.
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INDIANA ADDENDUM TO DISCLOSURE DOCUMENT

Nothing in this disclosure document or the franchise agreement is intended to be contrary to the
provisions of the “Deceptive Franchise Practices” law of Indiana, which is contained in Indiana Code,
Title 23, Article 2, Chapter 2.7, Sections 1 through 7 as amended (“Indiana Franchise Practices Law”). In
the event of any conflict between any provision of the franchise agreement and the Indiana Franchise
Practices Law the Indiana law will control, but in that case, the provision of the franchise agreement
affected will be limited only to the extent necessary to bring it within the requirement of the law and, to
that extent, that provision shall be deemed to have been omitted from the franchise agreement as of the
date of execution of the franchise agreement. This will not affect the validity of any remaining portion of
the franchise agreement.
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MARYLAND ADDENDUM TO DISCLOSURE DOCUMENT

1. Item 11: To obtain an accounting of the MAP Fund, the franchisee should contact the
Franchisor’s President or Vice President in writing.

2. Items 17 (c) and (m) are modified to state that any general releases you sign as a condition of
renewal and/or assignment/transfer will not apply to claims arising under the Maryland Franchise
Registration and Disclosure Law.

3. Item 17(h) is modified to state that the agreement provides for termination upon insolvency. This
provision might not be enforceable under federal bankruptcy law (11 U.S.C. Sections 101 et
seq.), but we and you agree to enforce it to the extent the law allows.

4. Item 17(v) is modified to state that you may, subject to your obligations in the franchise
agreement, bring an action in Maryland for claims arising under the Maryland Franchise
Registration and Disclosure Law.

5. Item 17(w) is modified to state that Texas law applies, except as otherwise required by applicable
law for claims arising under the Maryland Franchise Registration and Disclosure Law.

6. Item 17 is modified to state that any claims arising under the Maryland Franchise Registration
and Disclosure Law must be brought within 3 years after the grant of the franchise.

7. Franchise Agreement, Schedule D, Acknowledgement Addendum, is amended to add the
following:

No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in connection with
the commencement of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including fraud in the inducement, or (ii) disclaiming reliance on any
statement made by any franchisor, franchise seller, or other person acting on behalf of the franchisor.
This provision supersedes any other term of any document executed in connection with the franchise.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of the Maryland Franchise and Disclosure Law (MD CODE
ANN., BUS. REG. §§ 14-201 through 14-233) are met independently without reference to this Addendum.
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MINNESOTA ADDENDUM TO DISCLOSURE DOCUMENT
1. Item 13 is amended to add the following:

Under Minn. Stat. §80c.1(g), we must indemnify franchisees located in Minnesota against
liability to 3rd parties resulting from claims by third parties that the franchisee’s use of our
trademark infringes the trademark rights of the 3rd party. We do not indemnify against the
consequences of your use of our trademark except in accordance with the requirements of the
franchise agreement and, as a condition to indemnification, you must provide prompt notice to us
of any such claim and immediately tender the defense of the claim to us. If we accept the tender
of defense, we have the right to manage the defense of the claim including the right to
compromise, settle or otherwise resolve the claim, and to determine whether to appeal a final
determination of the claim.

2. Item 17(b) is amended to add the following:

We will comply with Minn. Stat. §80C.14, which requires that we give you 180 days’ notice for
non-renewal of the franchise except in specified circumstances.

3. Item 17(f) is amended to add the following:

We will comply with Minn. Stat. §80C.14, which requires that we give you 90 days’ notice of
termination and you will have 60 days to cure your default.

4. Item 17(c) and (m) are modified to include the following language after “general release”:
“(except to the extent required by law for claims arising under the Minnesota Franchise Act).”
5. Item 17(v) is amended to add the following:

Minn. Stat. §80C.21 and Minn. Rule 2860.4400J prohibit us from requiring litigation to be
conducted outside of the State of Minnesota. Nothing in this disclosure document or the franchise
agreement can abrogate or reduce any of your rights to any procedure, forum or remedies
provided for by the laws of Minnesota.

6. Item 17(w) is amended to add the following:

Texas law applies unless Minnesota state law supersedes this provision. Nothing in this disclosure
document or the franchise agreement can abrogate or reduce any of your rights as provided for in
Minnesota Statutes, Chapter 80C.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in connection with
the commencement of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including, fraud in the inducement, or (ii) disclaiming reliance on any
statement made by any franchisor, franchise seller, or other person acting on behalf of the franchisor. This
provision supersedes any other term of any document executed in connection with this franchise.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of Minnesota state franchise law (MINN. STAT. §§ 80C.01
through 80C.22) are met independently without reference to this Addendum.
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NEW YORK ADDENDUM TO DISCLOSURE DOCUMENT

1. The following information is added to the cover page of the Franchise Disclosure
Document:

INFORMATION COMPARING FRANCHISORS IS AVAILABLE. CALL THE STATE
ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR PUBLIC LIBRARY FOR
SOURCES OF INFORMATION.

REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE DOES NOT MEAN
THAT NEW YORK STATE RECOMMENDS IT OR HAS VERIFIED THE
INFORMATION IN THIS FRANCHISE DISCLOSURE DOCUMENT. IF YOU LEARN
THAT ANYTHING IN THE FRANCHISE DISCLOSURE DOCUMENT IS UNTRUE,
CONTACT THE FEDERAL TRADE COMMISSION AND NEW YORK STATE
DEPARTMENT OF LAW, INVESTOR PROTECTION BUREAU, 28 LIBERTY STREET,
21ST FLOOR, NEW YORK, NEW YORK 10005. THE FRANCHISOR MAY, IF IT
CHOOSES, NEGOTIATE WITH YOU ABOUT ITEMS COVERED IN THE
FRANCHISE DISCLOSURE DOCUMENT. HOWEVER, THE FRANCHISOR CANNOT
USE THE NEGOTIATING PROCESS TO PREVAIL UPON A PROSPECTIVE
FRANCHISEE TO ACCEPT TERMS WHICH ARE LESS FAVORABLE THAN THOSE
SET FORTH IN THIS FRANCHISE DISCLOSURE DOCUMENT.

2. The following is added at the end of Item 3:

Except as provided above, with regard to the franchisor, its predecessor, a person identified in
Item 2, or an affiliate offering franchises under the franchisor’s principal trademark:

A. No such party has an administrative, criminal or civil action pending against that person
alleging: a felony, a violation of a franchise, antitrust, or securities law, fraud, embezzlement,
fraudulent conversion, misappropriation of property, unfair or deceptive practices, or comparable
civil or misdemeanor allegations.

B. No such party has pending actions, other than routine litigation incidental to the business,
which are significant in the context of the number of franchisees and the size, nature or financial
condition of the franchise system or its business operations.

C. No such party has been convicted of a felony or pleaded nolo contendere to a felony
charge or, within the 10 year period immediately preceding the application for registration, has
been convicted of or pleaded nolo contendere to a misdemeanor charge or has been the subject of
a civil action alleging: violation of a franchise, antifraud, or securities law; fraud; embezzlement;
fraudulent conversion or misappropriation of property; or unfair or deceptive practices or
comparable allegations.

D. No such party is subject to a currently effective injunctive or restrictive order or decree
relating to the franchise, or under a Federal, State, or Canadian franchise, securities, antitrust,
trade regulation or trade practice law, resulting from a concluded or pending action or proceeding
brought by a public agency; or is subject to any currently effective order of any national securities
association or national securities exchange, as defined in the Securities and Exchange Act of
1934, suspending or expelling such person from membership in such association or exchange; or
is subject to a currently effective injunctive or restrictive order relating to any other business
activity as a result of an action brought by a public agency or department, including, without
limitation, actions affecting a license as a real estate broker or sales agent.
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3. The following is added to the end of Item 4:

Neither the franchisor, its affiliate, its predecessor, officers, or general partner during the 10-year
period immediately before the date of the offering circular: (a) filed as debtor (or had filed against
it) a petition to start an action under the U.S. Bankruptcy Code; (b) obtained a discharge of its
debts under the bankruptcy code; or (c) was a principal officer of a company or a general partner
in a partnership that either filed as a debtor (or had filed against it) a petition to start an action
under the U.S. Bankruptcy Code or that obtained a discharge of its debts under the U.S.
Bankruptcy Code during or within 1 year after that officer or general partner of the franchisor
held this position in the company or partnership.

4. The following is added to the end of Item 5:

The initial franchise fee constitutes part of our general operating funds and will be used as such in
our discretion.

5. The following is added to the end of the “Summary” sections of Item 17(c), titled
“Requirements for franchisee to renew or extend,” and Item 17(m), entitled “Conditions for
franchisor approval of transfer”:

However, to the extent required by applicable law, all rights you enjoy and any causes of action
arising in your favor from the provisions of Article 33 of the General Business Law of the State
of New York and the regulations issued thereunder shall remain in force; it being the intent of this
proviso that the non-waiver provisions of General Business Law Sections 687.4 and 687.5 be
satisfied.

6. The following language replaces the “Summary” section of Item 17(d), titled
“Termination by franchisee”:

You may terminate the agreement on any grounds available by law.

7. The following is added to the end of the “Summary” section of Item 17(j), titled
“Assignment of contract by franchisor”:

However, no assignment will be made except to an assignee who in good faith and judgment of
the franchisor, is willing and financially able to assume the franchisor’s obligations under the
Franchise Agreement.

8. The following is added to the end of the “Summary” sections of Item 17(v), titled
“Choice of forum”, and Item 17(w), titled “Choice of law”:

The foregoing choice of law should not be considered a waiver of any right conferred upon the
franchisor or upon the franchisee by Article 33 of the General Business Law of the State of New
York.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of New York state franchise law (N.Y. GEN. BUS. LAW
§§ 680 through 695) are met independently without reference to this Addendum.
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NORTH DAKOTA ADDENDUM TO DISCLOSURE DOCUMENT
1. Item 17(c) is amended to add the following:

Under §51-19-09 of the North Dakota Franchise Investment Law, you are not required to sign a
general release on renewal or transfer/assignment of the franchise agreement.

2. Item 17(r) is amended to add the following:

In accordance with North Dakota law, the restrictions of the covenant not to compete might not
apply to your activities after the termination or expiration of your franchise agreement.

3. Item 17(u) is amended to add the following:

To the extent required by law unless preempted by the Federal Arbitration Act, all disputes must
be litigated or arbitrated either in North Dakota or in a mutually agreed location.

4. Item 17(v) is amended to add the following:

To the extent required by law unless preempted by the Federal Arbitration Act, all litigation and
arbitration must be in North Dakota or in a mutually agreed location.

5. Item 17(w) is amended to add the following:

The Federal Arbitration Act and North Dakota laws apply except to the extent that the franchise
agreement is governed by the United States Trademark Act of 1946 (Lanham Act, 15 USC §
1051, et seq.).

6. Item 17 is amended by the addition of the following:

THE SECURITIES COMMISSIONER HAS HELD THE FOLLOWING TO BE UNFAIR,
UNJUST OR INEQUITABLE TO NORTH DAKOTA FRANCHISEES (NDCC SECTION
51-19-09):

A. Restrictive Covenants: Franchise disclosure documents that disclose the existence of
covenants restricting competition contrary to NDCC Section 9-08-06, without further
disclosing that such covenants will be subject to the statute.

B. Situs of Arbitration Proceedings: Franchise agreements providing that the parties must agree
to the arbitration of disputes at a location that is remote from the site of the franchisee's
business.

C. Restrictions on Forum: Requiring North Dakota franchisees to consent to the jurisdiction of
courts outside of North Dakota.

D. Liquidated Damages and Termination Penalties: Requiring North Dakota franchisees to
consent to liquidated damages or termination penalties.

E. Applicable Laws: Franchise agreements that specify that they are to be governed by the laws
of a state other than North Dakota.
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F. Waiver of Trial by Jury: Requiring North Dakota Franchises to consent to the waiver of a
trial by jury.

G. Waiver of Exemplary & Punitive Damages: Requiring North Dakota Franchisees to consent
to a waiver of exemplary and punitive damage.

H. General Release: Franchise Agreements that require the franchisee to sign a general release
upon renewal of the franchise agreement.

I. Limitation of Claims: Franchise Agreements that require the franchisee to consent to a
limitation of claims. The statute of limitations under North Dakota law applies.

J.  Enforcement of Agreement: Franchise Agreements that require the franchisee to pay all costs
and expenses incurred by the franchisor in enforcing the agreement. The prevailing party in
any enforcement action is entitled to recover all costs and expenses including attorney's fees.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of the North Dakota Franchise Investment Law (N.D.
CENT. CODE §§ 51-19-01 through 51-9-17) are met independently without reference to this Addendum.
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RHODE ISLAND ADDENDUM TO DISCLOSURE DOCUMENT

1. Item 17(v) and (w) are amended to add the following:

Any provision in the franchise agreement restricting jurisdiction or venue to a forum outside
Rhode Island or requiring the application of the laws of a state other than Rhode Island is void as
to a claim otherwise enforceable under the Rhode Island Franchise Investment Act.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of the Rhode Island Franchise Investment Act (19 R.1. GEN.
LAWwS §§ 19-28.1-1 through 19-28.1-34) are met independently without reference to this Addendum.
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WASHINGTON ADDENDUM TO DISCLOSURE DOCUMENT

In the event of a conflict of laws, the provisions of the Washington Franchise Investment Protection Act,
Chapter 19.100 RCW will prevail.

RCW 19.100.180 may supersede the franchise agreement in your relationship with the franchisor
including the areas of termination and renewal of your franchise. There may also be court decisions which
may supersede the franchise agreement in your relationship with the franchisor including the areas of
termination and renewal of your franchise.

In any arbitration or mediation involving a franchise purchased in Washington, the arbitration or
mediation site will be either in the state of Washington, or in a place mutually agreed upon at the time of
the arbitration or mediation, or as determined by the arbitrator or mediator at the time of arbitration or
mediation. In addition, if litigation is not precluded by the franchise agreement, a franchisee may bring an
action or proceeding arising out of or in connection with the sale of franchises, or a violation of the
Washington Franchise Investment Protection Act, in Washington.

A release or waiver of rights executed by a franchisee may not include rights under the Washington
Franchise Investment Protection Act or any rule or order thereunder except when executed pursuant to a
negotiated settlement after the agreement is in effect and where the parties are represented by independent
counsel. Provisions such as those which unreasonably restrict or limit the statute of limitations period for
claims under the Act, or rights or remedies under the Act such as a right to a jury trial, may not be
enforceable.

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable estimated or actual
costs in effecting a transfer.

Pursuant to RCW 49.62.020, a noncompetition covenant is void and unenforceable against an employee,
including an employee of a franchisee, unless the employee’s earnings from the party seeking
enforcement, when annualized, exceed $100,000 per year (an amount that will be adjusted annually for
inflation). In addition, a noncompetition covenant is void and unenforceable against an independent
contractor of a franchisee under RCW 49.62.030 unless the independent contractor’s earnings from the
party seeking enforcement, when annualized, exceed $250,000 per year (an amount that will be adjusted
annually for inflation). As a result, any provisions contained in the franchise agreement or elsewhere that
conflict with these limitations are void and unenforceable in Washington.

RCW 49.62.060 prohibits a franchisor from restricting, restraining, or prohibiting a franchisee from (i)
soliciting or hiring any employee of a franchisee of the same franchisor or (ii) soliciting or hiring any
employee of the franchisor. As a result, any such provisions contained in the franchise agreement or
elsewhere are void and unenforceable in Washington.

To resolve an investigation by the Washington Attorney General and without admitting any liability, the
franchisor has entered into an Assurance of Discontinuance (“AOD”) with the State of Washington,
where the franchisor affirmed that it already removed from its form franchise agreement a provision
which restricted a franchisee from soliciting and/or hiring the employees of other franchisees, which the
Attorney General alleges violated Washington state and federal antitrust and unfair practices laws. The
franchisor has agreed, as part of the AOD, to not enforce any such provisions in any existing franchise
agreement, to not include any such provisions in future franchise agreements, to request that its
Washington franchisees amend their existing franchise agreements to remove such provisions, and to
notify its franchisees about the entry of the AOD. In addition, the State of Washington did not assess any
fines or other monetary penalties against the franchisor.
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Use of Franchise Brokers. The franchisor may use the services of franchise brokers to assist it in selling
franchises. A franchise broker represents the franchisor and is paid a fee for referring prospects to the
franchisor and/or selling the franchise. Do not rely only on the information provided by a franchise
broker about a franchise. Do your own investigation by contacting the franchisor’s current and former
franchisees and ask them about their experience with the franchisor.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to such
provision, that the jurisdictional requirements of the Washington Franchise Investment Protection Act are
met independently without reference to this Addendum.

No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in connection with
the commencement of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including fraud in the inducement, or (ii) disclaiming reliance on any
statement made by any franchisor, franchise seller, or other person acting on behalf of the
franchisor. This provision supersedes any other term of any document executed in connection with the
franchise.
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THE FOLLOWING PAGES IN THIS EXHIBIT ARE
STATE-SPECIFIC RIDERS TO THE
FRANCHISE AGREEMENT
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF CALIFORNIA

This Addendum to the Franchise Agreement (“Franchise Agreement”) dated
between a with an address of 1010 North

University Parks Drive, Waco, TX 76707 (“Franchisor”) and with an address of

(“Franchisee”) is entered into simultaneously with the execution of the

Franchise Agreement.

L.

The provisions of this Addendum form an integral part of, and are incorporated into the Franchise
Agreement. This Addendum is being executed because: (a) the offer or sale of the franchise to
Franchisee was made in the State of California; (b) Franchisee is a resident of the State of
California; and/or (c) the Franchised Business will be located or operated in the State of
California.

California Business and Professions Code Sections 20000 through 20043, the California
Franchise Relations Act, provide rights to the franchisee concerning termination, transfer or non-
renewal of a franchise. If the franchise agreement contains a provision that is inconsistent with
the law, the law will control.

Franchisor’s financing program is offered pursuant to the franchise loan exemption under Section
22063 of the California Finance Lenders Law. If Franchisee decides to finance all or a portion of
the initial franchise fee using Franchisor’s financing program, Franchisee hereby confirms that
Franchisee intends to use the financing primarily for purposes other than personal, family, or
household purposes.

Any capitalized terms that are not defined in this Addendum shall have the meaning given them
in the Franchise Agreement.

Except as expressly modified by this Addendum, the Franchise Agreement remains unmodified
and in full force and effect.

Each provision set forth in this Addendum shall be effective only to the extent, with respect to

such provision, that the jurisdictional requirements of the California Franchise Investment Law
are met independently without reference to this Addendum.

[SIGNATURES APPEAR ON THE NEXT PAGE]
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IN WITNESS WHEREOF, the parties have duly signed and delivered this Addendum as of the
date first written above.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:
BY:
, President
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF ILLINOIS

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between

, a with an address of 1010 North University Parks Drive, Waco, TX

76707 (“Franchisor”) and , individually, with an address of
(Franchisee™).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) and the parties wish to amend the Agreement. This Addendum is
being signed because (a) the offer or sale of the franchise for the Franchised Business that you will
operate under the Agreement was made in the State of Illinois, (b) the Franchised Business, territory or a
portion of the territory will be located in Illinois, and/or (c) Franchisee is a resident of Illinois.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Agreement is hereby amended as follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified herein.

2. Section 14.G.1, Applicable Law and Waiver, and Section 14.H, Venue, are amended to
add the following;:

“If any provisions of the Agreement are inconsistent with applicable Illinois state law,
then Illinois state law shall apply. Any provision which designates jurisdiction or venue in a
forum outside Illinois is void with respect to any cause of action which is otherwise enforceable
in Illinois, provided that a Franchise Agreement may provide for arbitration in a forum outside of
[llinois. Any condition, stipulation or provision purporting to bind any person acquiring any
Franchise to waive compliance with any provision of the Illinois Franchise Disclosure Act is
void.”

3. Section 13.B, Claims, is amended to add the following:

“However, nothing in this Section shall shorten any period within which you may bring a
claim under Section 705/27 of the Illinois Franchise Disclosure Act or constitute a condition,
stipulation, or provision purporting to bind any person acquiring any franchise to waive
compliance with any provision of the Illinois Franchise Disclosure Act of 1987 or any other
[linois law (as long as the jurisdictional requirements of that Illinois law are met).”

4. No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving any
claims under any applicable state franchise law, including fraud in the inducement, or (ii) disclaiming
reliance on any statement made by any franchisor, franchise seller, or other person acting on behalf of the
franchisor. This provision supersedes any other term of any document executed in connection with the
franchise.

5. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of the Illinois Franchise Disclosure Act
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(815 ILL. COMP. STAT. §§ 705/1 through 705/44) are met independently without reference to this
Addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 _,in Waco, Texas.
FRANCHISOR:
BY:
, President

DMS US.361913583.8
MR. APPLIANCE - 2024 FDD



ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF MARYLAND

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between
, a with an address of 1010 North University Parks Drive, Waco, TX
76707 (“Franchisor”) and , individually, with an address of (“Franchisee”).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) and wish to amend certain terms of the Agreement. This
Addendum is being signed because (a) Franchisee is a resident of the State of Maryland, and/or (b) the
Franchised Business will be located or operated in Maryland.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Agreement is hereby amended as follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified herein.

2. Section 7.A, MAP Fund, is amended by adding the following language:

“To obtain an accounting of the MAP Fund, you should contact our President or Vice
President in writing.”

3. Section 4.B, Renewal, and Section 10.D.6, Conditions of Transfer are amended by
adding the following language:

“However, such general release will not apply to claims arising under the Maryland
Franchise Registration and Disclosure Law.”

4. Section 12.B.2(vi), Immediate Termination With No Opportunity to Cure, is
amended by adding the following language:

“(Termination upon insolvency might not be enforceable under federal insolvency law
(11 U.S.C. Sections 101 et seq.), but we and you agree to enforce this provision to the maximum
extent the law allows.)”

5. Section 14.G.1, Applicable L.aw and Waiver, and Section 14.H, Venue, are amended by
adding the following language:

“Subject to your arbitration obligations, a franchisee in Maryland may bring a lawsuit in
Maryland for claims arising under the Maryland Franchise Registration and Disclosure Law.”

6. Section 13.B, Claims, is amended to add the following:
“Howeyver, the limitation of such claims shall not act to reduce the three (3) year statute

of limitations afforded to you for bringing a claim under the Maryland Franchise Registration and
Disclosure Law.”
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7. The Franchise Agreement is amended by adding the following language at the end of the
document:

“No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving any
claims under any applicable state franchise law, including fraud in the inducement, or (ii) disclaiming
reliance on any statement made by any franchisor, franchise seller, or other person acting on behalf of the
franchisor. This provision supersedes any other term of any document executed in connection with the
franchise.”

8. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of the Maryland Franchise and Disclosure
Law (MD CODE ANN., BUS. REG. §§ 14-201 through 14-233) are met independently without reference to
this Addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:
BY:
, President
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF MINNESOTA

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between
,a with an address of 1010 North University Parks Drive, Waco,
TX 76707 (“Franchisor”) and , individually, with an address of
(“Franchisee™).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) and wish to amend certain terms of the Agreement. This
Addendum is being signed because (a) the Business that Franchisee will operate under the Agreement
will be located in Minnesota; and/or (b) any of the franchise offering or sales activity with respect to the
Agreement occurred in Minnesota.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Agreement is hereby amended as follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified herein.

2. Section 4.B, Renewal, is amended by adding the following language:

“Unless the failure to renew your license is for good cause as defined in Minnesota
Statutes Section 80C.14, Subdivision 3, Paragraph (b), and you have failed to correct the reasons
for termination as required by Subdivision 3, we may not fail to renew your license unless:

(1) You have been given written notice of the intention not to renew at least 180
days in advance of the expiration of this Agreement; and

) You has been given an opportunity to operate the Business over a sufficient
period of time to enable you to recover the fair market value of the Business as a going concern,
as determined and measured from the date of the failure to renew. We may not refuse to renew
your license if our refusal is for the purpose of converting the Business premises, or the franchise,
to an operation that will be owned by us for our own account.

Any release required by us as a condition of renewal of the franchise will not apply to the extent
that such release is specifically prohibited by the Minnesota Franchise Law.”

3. Section 3.D, Litigation, is amended by adding the following language

“The Minnesota Department of Commerce requires that we indemnify you against
liability to third parties resulting from claims by third parties that your use of our Mark infringes
the trademark rights of the third party. We do not indemnify against the consequences of your use
of our Mark except in accordance with the requirements of this Agreement, and, as a condition to
indemnification, you must provide notice to us of any such claim and tender defense of the claim
to us. If we accept the tender of defense, we have the right to manage the defense of the claim
including the right to compromise, settle or otherwise resolve the claim, or whether to appeal a
final determination of the claim.”

DMS US.361913583.8
MR. APPLIANCE - 2024 FDD



4, Section 10.D.6, General Release, is hereby deleted from the Agreement in accordance
with Minnesota Rule 2860.4400D.

5. Section 12.B, Termination By Us, is hereby amended by adding the following language:

“Pursuant to Minn. Stat. Sec. 80C.14, Subdivisions 4 & 5, no person may terminate or
cancel a franchise unless (i) that person has given notice setting forth all the reasons for the
termination or cancellation at least 90 days in advance of termination or cancellation, and (ii) the
recipient of the notice fails to correct the reasons stated for termination or cancellation in the
notice within 60 days of receipt of the notice; except that the notice is effective immediately upon
receipt where the alleged grounds for termination or cancellation are:

(1) voluntary abandonment of the franchise relationship by you;

) the conviction of you of an offense that is directly related to the business
conducted pursuant to the franchise; or

3) failure to cure a default under this Agreement which materially impairs the
goodwill associated with our trade name, trademark, service mark, logotype or other commercial

symbol after you have received written notice to cure at least twenty-four (24) hours in advance
thereof.

No person may terminate or cancel a franchise except for good cause. “Good cause” means
failure by you to substantially comply with the material and reasonable franchise requirements imposed
by us including, but not limited to:

(1) your bankruptcy or insolvency;

) a voluntary or involuntary assignment for the benefit of creditors or any type of
similar disposition of the assets of the Business;

3) voluntary abandonment of the Business;

4) your conviction or your plea of guilty or no contest to a charge of violating any
law relating to the Business; or

(5) any act or conduct which materially impairs the goodwill associated with our
trademark, trade name, service mark, logo or other commercial symbol.”

6. Section 11.B, Exceptions to Mediation, is amended by adding the following language:

“Under Minnesota law, we may seek a restraining order, injunction and such other
equitable relief as may be appropriate, but we are not automatically entitled to such relief and you
have not automatically consented to such relief.”

7. Section 14.G.1, Applicable Law _and Waiver, and Section 14.I., Jury Waiver, are
amended by adding:

“Pursuant to Minnesota Statutes Section 80C.21 and Minnesota Rule Part 2860.4400]J,
and subject to your arbitration obligations, this section shall not in any way abrogate or reduce
any of your rights as provided for in Minnesota Statutes, Chapter 80C, including the right to
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submit matters to the jurisdiction of the courts of Minnesota and the right to bring a cause of
action within three years after the cause of action accrues. You cannot be required to consent to
the waiver of a jury trial.”

8. Schedule D, Acknowledgment Addendum, is amended by adding the following
language:

“Pursuant to Minnesota Rule 2860.4400J, the foregoing acknowledgments contained in
this section shall not be construed as a waiver of my rights.”

9. No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving any
claims under any applicable state franchise law, including fraud in the inducement, or (ii) disclaiming
reliance on any statement made by any franchisor, franchise seller, or other person acting on behalf of the
franchisor. This provision supersedes any other term of any document executed in connection with the
franchise.

10. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of Minnesota state franchise law (MINN.
STAT. §§ 80C.01 through 80C.22) are met independently without reference to this Addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:
BY:
, President
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF NEW YORK

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between

, a with an address of 1010 North University Parks Drive,

Waco, TX 76707 (“Franchisor”) and , individually, with an address of
(“Franchisee™).

WHEREAS, Franchisor and Franchisee have contemporaneously entered into a Franchise
Agreement (the “Agreement”) and wish to amend certain items of the Agreement. This Addendum is
being signed because (a) the offer or sale of the franchise for the franchised Business that you will operate
under the Agreement was made in the State of New York, and/or (b) Franchisee is a resident of New York
and will operate the franchised Business in New York.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Agreement is amended as follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties hereby agree that the Agreement remains fully effective in all
respects except as specifically modified herein, and all the respective rights and obligations of Franchisee
and Franchisor remain as written unless modified herein.

2. Section 4.B, Renewal, and Section 10.D.6, General Release, are amended by adding the
following:

“All rights enjoyed by you and any causes of action arising in your favor from the
provisions of Article 33 of the General Business Law of the State of New York and the
regulations issued thereunder shall remain in force; it being the intent of this proviso that the non-
waiver provisions of General Business Law, Section 687.4 and 687.5 be satisfied.”

3. Section 9.B, Indemnification, is amended by adding the following:

“Notwithstanding anything contained herein to the contrary, you shall not be required to
indemnify for any claims arising out of our breach of this Agreement or other civil wrongs by

9

us.

4. Section 12.C, Termination by You, is amended to provide that Franchisee may
terminate the Franchise Agreement on any grounds available to Franchisee pursuant to applicable law.

5. Section 14.G.1, Applicable Law and Waiver, and Section 14.H, Venue, are amended by
adding:

“The foregoing choice of law shall not be considered a waiver of any right conferred
upon us or you by the provisions of Article 33 of the General Business Law of the State of New
York.”

6. Section 13.B, Claims, is amended to add the following:

“However, to the extent required by Article 33 of the General Business Law of the State
of New York, all rights and any causes of action arising in your favor from the provisions of
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Article 33 of the General Business Law of the State of New York and the regulations issued
thereunder shall remain in force; it being the intent of this provision that the non-waiver
provisions of GBL Sections 687.4 and 687.5 be satisfied.”

7. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of New York state franchise law (N.Y. GEN.
BUS. LAW §§ 680 through 695) are met independently without reference to this Addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:
BY:
, President
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF NORTH DAKOTA

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between

, a with an address of 1010 North University Parks Drive,

Waco, TX 76707 (“Franchisor”) and , individually, with an address of
(“Franchisee™).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) and wish to amend certain terms of the Agreement. This
Addendum is being signed because (a) the offer or sale of the franchise for the franchised Business that
Franchisee will operate under the Agreement was made in the State of North Dakota, and/or (b)
Franchisee is a resident of North Dakota and the franchised Business will be located in North Dakota.

NOW, for and in consideration of good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Agreement is hereby amended as follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified herein.

2. Section 9.D, Noncompetition Covenants, is amended by adding the following:
“Covenants not to compete are generally considered unenforceable in the State of North Dakota pursuant
to Section 9-08-06 of the North Dakota Century Code.”

3. Section 4.B, Renewal, and Section 10.D.6, General Release, are amended by adding the
following: “Franchise Agreements that require the franchisee to sign a general release upon renewal or
transfer are considered unfair, unjust and inequitable and are hereby deleted in accordance with Section
51-19-09 of the North Dakota Franchise Investment Law.”

4, Section 14.G.1, Applicable Law and Waiver and Section 14.H., Venue, are amended by
adding the following: “Notwithstanding the foregoing, to the extent required by the North Dakota
Franchise Investment Law, this Agreement will be governed by the laws of the state of North Dakota.”

5. Section 11, Dispute Resolution, is amended by adding the following: “Notwithstanding
the foregoing, if and to the extent required by the North Dakota Franchise Investment Law (unless
preempted by the Federal Arbitration Act), arbitration proceedings will be conducted at a mutually
agreeable site in North Dakota.”

6. Section 13.B, Claims, is amended by adding the following: “If and to the extent any
provisions of this Section of the Agreement are inconsistent with the North Dakota Franchise Investment
Law, then the applicable provisions of the North Dakota Franchise Investment Law shall apply.”

7. Section 14.1, Waiver of Jury, is amended by adding the following: “If and to the extent
any provisions of this Section of the Agreement are inconsistent with the North Dakota Franchise
Investment Law, then the applicable provisions of the North Dakota Franchise Investment Law shall

apply.”
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8. Section 14.K, Waiver of Punitive and Consequential Damages, is amended by adding
the following: “If and to the extent any provisions of this Section of the Agreement are inconsistent with
the North Dakota Franchise Investment Law, then the applicable provisions of the North Dakota
Franchise Investment Law shall apply.”

9. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of the North Dakota Franchise Investment
Law (N.D. CENT. CODE §§ 51-19-01 through 51-9-17) are met independently without reference to this
Addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:
BY:
, President
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF RHODE ISLAND

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between
,a with an address of 1010 North University Parks Drive, Waco, TX 76707
(“Franchisor”) and , individually, with an address of (“Franchisee”).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) and wish to amend certain terms of the Agreement. This
Addendum is being signed because (a) the offer or sale of the franchise for the Franchised Business that
Franchisee will operate under the Agreement was made in the State of Rhode Island, and/or (b) Franchise
is a resident of Rhode Island and the Franchised Business will be located in Rhode Island.

NOW, for and in consideration of good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Agreement is hereby amended as follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified herein.

2. Section 14.G.1, Applicable L.aw and Waiver, and Section 14.H, Venue, are amended by
adding:

Any provision in the franchise agreement restricting jurisdiction or venue to a forum outside
Rhode Island or requiring the application of the laws of a state other than Rhode Island is void as to a
claim otherwise enforceable under the Rhode Island Franchise Investment Act.

3. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of the Rhode Island Franchise Investment
Act (19 R.I. GEN. LAWS §§ 19-28.1-1 through 19-28.1-34) are met independently without reference to
this Addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in Waco, Texas.
FRANCHISOR:
BY:
, President
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ADDENDUM TO FRANCHISE AGREEMENT
FOR RESIDENTS OF WASHINGTON

This ADDENDUM TO FRANCHISE AGREEMENT is entered into by and between
,a with an address of 1010 North University Parks Drive, Waco, TX
76707 (“Franchisor”) and , individually, with an address of “Franchisee”).

WHEREAS, Franchisor and Franchisee have contemporaneously herewith entered into a
Franchise Agreement (the “Agreement”) and wish to amend certain terms of the Agreement. This
Addendum is being signed because (a) the offer or sale of the franchise for the Franchised Business that
Franchisee will operate under the Agreement was made in the State of Washington, (b) Franchisee is a
resident of Washington, and/or (c) the Franchised Business will be located or operated in the State of
Washington.

NOW, THEREFORE, for and in consideration of good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged by the parties, the Agreement is hereby amended as
follows:

1. Notwithstanding anything to the contrary in the Agreement, in the event of a conflict
between the provisions of the Agreement and the provisions of this Addendum, the provisions of this
Addendum shall control. The parties agree that the Agreement remains fully effective in all respects
except as specifically modified herein, and all the respective rights and obligations of Franchisee and
Franchisor remain as written unless modified herein.

2. The following paragraphs are added to the end of the Agreement:

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act, Chapter 19.100 RCW will prevail.

RCW 19.100.180 may supersede the franchise agreement in your relationship with the
franchisor including the areas of termination and renewal of your franchise. There may also be
court decisions which may supersede the franchise agreement in your relationship with the
franchisor including the areas of termination and renewal of your franchise.

In any arbitration or mediation involving a franchise purchased in Washington, the
arbitration or mediation site will be either in the state of Washington, or in a place mutually
agreed upon at the time of the arbitration or mediation, or as determined by the arbitrator or
mediator at the time of arbitration or mediation. In addition, if litigation is not precluded by the
franchise agreement, a franchisee may bring an action or proceeding arising out of or in
connection with the sale of franchises, or a violation of the Washington Franchise Investment
Protection Act, in Washington.

A release or waiver of rights executed by a franchisee may not include rights under the
Washington Franchise Investment Protection Act or any rule or order thereunder except when
executed pursuant to a negotiated settlement after the agreement is in effect and where the parties
are represented by independent counsel. Provisions such as those which unreasonably restrict or
limit the statute of limitations period for claims under the Act, or rights or remedies under the Act
such as a right to a jury trial, may not be enforceable.

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable

estimated or actual costs in effecting a transfer.
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Pursuant to RCW 49.62.020, a noncompetition covenant is void and unenforceable
against an employee, including an employee of a franchisee, unless the employee’s earnings from
the party seeking enforcement, when annualized, exceed $100,000 per year (an amount that will
be adjusted annually for inflation). In addition, a noncompetition covenant is void and
unenforceable against an independent contractor of a franchisee under RCW 49.62.030 unless the
independent contractor’s earnings from the party seeking enforcement, when annualized, exceed
$250,000 per year (an amount that will be adjusted annually for inflation). As a result, any
provisions contained in the franchise agreement or elsewhere that conflict with these limitations
are void and unenforceable in Washington.

RCW 49.62.060 prohibits a franchisor from restricting, restraining, or prohibiting a
franchisee from (i) soliciting or hiring any employee of a franchisee of the same franchisor or (ii)
soliciting or hiring any employee of the franchisor. As a result, any such provisions contained in
the franchise agreement or elsewhere are void and unenforceable in Washington.

No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i)
waiving any claims under any applicable state franchise law, including fraud in the inducement,
or (ii) disclaiming reliance on any statement made by any franchisor, franchise seller, or other
person acting on behalf of the franchisor. This provision supersedes any other term of any
document executed in connection with the franchise.

3. Each provision set forth in this Addendum shall be effective only to the extent, with
respect to such provision, that the jurisdictional requirements of the Washington Franchise Investment

Protection Act are met independently without reference to this Addendum.

The undersigned does hereby acknowledge receipt of this addendum.

Signed on this day of ,20
FRANCHISEE:
, individually
Accepted as of the day of ,20 ,in ,
FRANCHISOR:
By:
, President
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STATE EFFECTIVE DATES

The following states have franchise laws that require that the Franchise Disclosure Document be
registered or filed with the states, or be exempt from registration: California, Hawaii, Illinois, Indiana,
Maryland, Michigan, Minnesota, New York, North Dakota, Rhode Island, South Dakota, Virginia,
Washington, and Wisconsin.

This document is effective and may be used in the following states, where the document is filed,
registered, or exempt from registration, as off the Effective Date stated below:

California: April 1, 2024, as amended July 1, 2024
Hawaii: May 3, 2024, as amended [PENDING]
Illinois: April 1, 2024, as amended July 1, 2024
Indiana: April 29, 2024, as amended July 1, 2024
Maryland: SEE SEPARATE FDD

Michigan: April 1, 2024, as amended July 1, 2024
Minnesota: May 23, 2024, as amended [PENDING]
New York: April 1, 2024, as amended July 1, 2024
North Dakota: April 16, 2024, as amended July 1, 2024
Rhode Island: April 14, 2024, as amended [PENDING]
South Dakota: April 5, 2024, as amended July 1, 2024
Virginia: April 19, 2024, as amended [PENDING]
Washington: April 27, 2024, as amended July 1, 2024
Wisconsin: April 9, 2024, as amended [PENDING]

Other states may require registration, filing, or exemption of a franchise under other laws, such as those
that regulate the offer and sale of business opportunities or seller-assisted marketing plans.
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RECEIPT
(OUR COPY)

This disclosure document summarizes certain provisions of the franchise agreement and other information in plain
language. Read this disclosure document and all agreements carefully.

If MR. APPLIANCE SPV LLC offers you a franchise, it must provide this disclosure document to you 14 calendar-
days before you sign a binding agreement with, or make a payment to, the franchisor or an affiliate in connection
with the proposed franchise sale.

New York, if applicable, requires that we give you this disclosure document at the earlier of the first personal
meeting or 10 business days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship.

Iowa and Michigan, if applicable, require that we give you this disclosure document at least 10 business days before
the execution of any binding franchise or other agreement or the payment of any consideration, whichever occurs
first.

If MR. APPLIANCE SPV LLC does not deliver this disclosure document on time or if it contains a false or
misleading statement, or a material omission, a violation of federal and state law may have occurred and should be
reported to the Federal Trade Commission, Washington, DC 20580 and the state agencies listed in Exhibit B.

The name, principal business address, and telephone number of the Franchise Sellers offering the franchise are
Glenn Lewis, Jr. and Bradley Stevenson: 1010 North University Parks Drive, Waco, Texas 76707, (254) 745-2400.
Additional Sellers/telephone numbers:

Name/Contact Information for Broker
or Additional Franchise Seller, if any
(Address for additional Franchise
Seller is same as above):

ISSUANCE DATE: APRIL 1, 2024, AS AMENDED JULY 1, 2024

I RECEIVED A DISCLOSURE DOCUMENT DATED APRIL 1, 2024, AS AMENDED JULY 1, 2024, THAT
INCLUDED STATE ADDENDA AND THE FOLLOWING EXHIBITS: (A) Franchise Agreement with Schedules;
(B) Agencies/Agents for Service of Process; (C) Financial Statements of our Parent; (D) Parent Guarantee; (E)
Current Franchisees in the United States as of December 31, 2023; (F) Franchisees in the United States who left the
System in the past 12 months as of December 31, 2023; (G) Option to Purchase Agreement; (H) Renewal
Addendum; (I) General Release [sample]; (J) PROTRADENET Agreement; (K) License & Maintenance
Agreement; (L-1) Assignment and Consent Agreement; (L-2) Buyer Commitment Agreement; (M) State Addenda
and (N) State Effective Dates.

Date Signature Printed Name

Date Signature Printed Name
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RECEIPT
(YOUR COPY)

This disclosure document summarizes certain provisions of the franchise agreement and other information in plain
language. Read this disclosure document and all agreements carefully.

If MR. APPLIANCE SPV LLC offers you a franchise, it must provide this disclosure document to you 14 calendar-
days before you sign a binding agreement with, or make a payment to, the franchisor or an affiliate in connection
with the proposed franchise sale.

New York, if applicable, requires that we give you this disclosure document at the earlier of the first personal
meeting or 10 business days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship.

Iowa and Michigan, if applicable, require that we give you this disclosure document at least 10 business days before
the execution of any binding franchise or other agreement or the payment of any consideration, whichever occurs
first.

If MR. APPLIANCE SPV LLC does not deliver this disclosure document on time or if it contains a false or
misleading statement, or a material omission, a violation of federal and state law may have occurred and should be
reported to the Federal Trade Commission, Washington, DC 20580 and the state agencies listed in Exhibit B.

The name, principal business address, and telephone number of the Franchise Sellers offering the franchise are
Glenn Lewis, Jr. and Bradley Stevenson: 1010 North University Parks Drive, Waco, Texas 76707, 254/745-2400.
Additional Sellers/telephone numbers:

Name/Contact Information for Broker
or Additional Franchise Seller, if any
(Address for additional Franchise
Seller is same as above):

ISSUANCE DATE: APRIL 1, 2024, AS AMENDED JULY 1, 2024

I RECEIVED A DISCLOSURE DOCUMENT DATED APRIL 1, 2024, AS AMENDED JULY 1, 2024, THAT
INCLUDED STATE ADDENDA AND THE FOLLOWING EXHIBITS: (A) Franchise Agreement with Schedules;
(B) Agencies/Agents for Service of Process; (C) Financial Statements of our Parent; (D) Parent Guarantee; (E)
Current Franchisees in the United States as of December 31, 2023; (F) Franchisees in the United States who left the
System in the past 12 months as of December 31, 2023; (G) Option to Purchase Agreement; (H) Renewal
Addendum; (I) General Release [sample]; (J) PROTRADENET Agreement; (K) License & Maintenance
Agreement; (L-1) Assignment and Consent Agreement; (L-2) Buyer Commitment Agreement; (M) State Addenda
and (N) State Effective Dates.

Date Signature Printed Name

Date Signature Printed Name
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