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We offer qualified individuals and entities the right to operate a business which provides design
and installation services for kitchen, bath and closet projects in new construction and renovation of both
residential and commercial building under our then-current proprietary mark, which is currently “The
Designerys™M” (the “Franchised Business(es)”).

The total investment necessary to begin operation of a Franchised Business is between
$134,997156,089 and $272,447387,089. This includes between $6059,900 and $7473,900 that must be
paid to the franchisor or its affiliate(s).

We also offer qualified parties the right to enter into multiple franchise agreements simultaneously.
A multi-unit addendum must be signed to operate multiple Franchised Businesses. The total investment
necessary to begin-operation-ef-twe-(operate 2) to 5 Franchised Businesses is between $177,997196,089
and $329,447578,089. This includes between $9799,900 and $125264,900 that must be paid to the

franchlsor or |ts afflllate(s) MW%WH&%S&M—E@W@%@WM%&—(@%FW

quallfled households) and the #aﬂehﬁe#er—ﬁ&aﬁﬁ%(—s)@penmq Assistance Fee.

This disclosure document summarizes certain provisions of your franchise agreement and other
information in plain English. Read this disclosure document and all accompanying agreements carefully.
You must receive this disclosure document at least 14 calendar days before you sign a binding agreement
with, or make any payment to, us or an affiliate of ours in connection with the proposed franchise sale. We
must also identify your territory and any other material terms not set forth in this franchisee disclosure
document at least 7 calendar days before you sign a binding agreement with, or make any payment to, us

or_an affiliate of ours 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 Al Kitchen & Bath Franchising,
LLC at 107 Parr Drive, Huntersville, North Carolina 28078 or call (980) 443-2700.

The terms of your contract will govern your franchise relationship. Don’t rely on this disclosure
document alone to understand your contract. Read your entire contract carefully. Show your contract and
this disclosure document to an advisor, like a lawyer or 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, DC 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.
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There may also be laws on franchising in your state. Ask your state agencies about them.

Issuance Date: April 29,-202319, 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 | earn?

Item 19 may give you information about sales, costs,
profits, or losses. You should also try to obtain this
information from others, like current and former
franchisees. You can find their names and contact
information in Item 20 or Exhibit H-L.

How much will I need to
invest?

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

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

Item 21 or Exhibit EJ includes financial statements.

Review these statements carefully.

Is the franchise system stable,
growing, or shrinking?

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

Will my business be the only
The Designery in my area?

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

Does the franchisor have a
troubled legal history?

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

What’s it like to be a The
Designery franchisee?

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

What else should | know?

These questions are only a few things you should look
for. Review all 23 Items and all Exhibits in his
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 A.

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

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

1.

Out-of-State Dispute Resolution. The franchise agreement requires you to resolve
disputes with the franchisor by mediation, arbitration, and/or litigation only in
North Carolina. 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 North Carolina than in your own state.

New Franchise Concept. We do not have a proven concept for the business model
we are seeking to franchise and our name and trademarks have no name recognition.

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

. Short Operating History. This Franchisor is at an early stage of development and

has a limited operating history. This franchise is likely to be a riskier investment
than a franchise in a system with a longer operating history.

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

Unregistered Trademark. The primary trademark that you will use in your
business is not federally registered. If the franchisor’s right to use this trademark in
your area is challenged, you may have to identify your business and its products or
services with a name that differs from that used by other franchisees or the
franchisor. This change can be expensive and may reduce brand recognition of the
products or services you offer.

Mandatory Minimum Payments. You must make minimum monthly royalty fee

or advertising fund payments, regardless of your sales levels. Your inability to make
the payments may result in termination of your franchise and loss of your
investment.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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NOTICE REQUIRED BY
STATE OF MICHIGAN

(THE FOLLOWING APPLIES TO TRANSACTIONS GOVERNED BY
THE MICHIGAN FRANCHISE INVESTMENT LAW ONLY)

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

A. 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 does 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 includes 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.

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

G. A provision which permits a franchisor to refuse to permit a transfer of ownership of a
franchise, except for good cause. This subdivision does not prevent a franchisor from exercising a right
of first refusal to purchase the franchise. Good cause includes, but is not limited to:

i The failure of the proposed transferee 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.

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

l. 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.

J. If the franchisor’s most recent financial statements are unaudited and show a net worth
of less than $100,000, the franchisor will, at the request of a franchisee, arrange for the escrow of initial
investment and other funds paid by the franchisee until the obligations to provide real estate,
improvements, equipment, inventory, certification, 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 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 this notice should be directed to:

State of Michigan Consumer Protection Division
Attn: Franchise

670 G. Mennen Williams Building

525 West Ottawa

Lansing, M1 48909

(517) 335-7567

Note: Despite paragraph F above, we intend, and we and you agree, to enforce fully the arbitration
provisions of our Franchise Agreement. We believe that paragraph F is unconstitutional and cannot
preclude us from enforcing these arbitration provisions.

THE MICHIGAN NOTICE APPLIES ONLY TO FRANCHISEES WHO ARE RESIDENTS OF
MICHIGAN OR LOCATE THEIR FRANCHISES IN MICHIGAN.
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ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

The Franchisor is referred to in this Franchise Disclosure Document as “we,” “us” or “our.” “You”
or “your” means the person who buys the franchise and includes your owners and principals if you are a
corporation, limited liability company, or other business entity.

The Franchisor

AlKitehen-& Bath-Franchising LG wasWe were previously a Georgia limited liability company
formed on May 3, 2021. On March 11, 2022, we converted to a North Carolina limited liability company.
Our principal business address is 107 Parr Drive, Huntersville, North Carolina 28078. We conduct business
under our company name and our then-current proprietary marks (“Proprietary Marks™), which currently
includes our primary mark: “THE DESIGNERYSM.” Our agents for service of process are listed in Exhibit
A to this Franchise Disclosure Document.

We offer qualified individuals and entities_(based on level of business acumen and financial
strength) the right to operate a business which provides design and installation services for kitchen, bath
and closet projects in new construction and renovation of both residential and commercial properties
(collectively, the “Approved Services”), under our then-current Proprietary Mark, which is currently “THE
DESIGNERYSM” (the “Franchised Business™). You must also offer and sell products to your customers
(the “Approved Products™) associated with the Approved Services, as we designate them. We began
offering Franchised Businesses on May 15, 2021. We do not operate any THE DESIGNERY franchised
businesses. However, a minority owner of Franchisor operates businesses of the type offered in this
disclosure document. That business has been in operation since 2007 under different ownership and it has
offered design services since 2019 under the current ownership. As of October 11, 2022, these businesses
are franchisees. These businesses are referred to as “Affiliate Owned Locations” for purposes of Item 19
of this disclosure document and are listed in Item 20 as franchisees. Other than the aferementionedabove-
mentioned services, we do not engage in any other business activities and have not offered franchises in
any other line of business.

The Franchised Business

Your Franchised Business will offer the Approved Products_and Approved Services, as we
designate them, and-Appreved-Services-within a defineddesignated territory (the “Designated Territory™).
You do not need any specific prior experience in order to operate a Franchised Business.

Each Franchised Business operates according to our proprietary business system which includes
our valuable know-how, information, trade secrets, methods, operations manual, standards, designs,
methods of trademark usage, copyrights, sources and specifications, confidential communications,
methods of Internet usage, marketing programs, and research and development (collectively, the
“System”). We reserve the right to add, modify or change the System, Approved Products and Approved
Services at any time.

You must secure a leased retail showroom/office facility within the Designated Territory that
meets our current standards and specifications and is approved by us (the “Approved Location”). The
Approved Location must include an office and retail showroom and storage space for equipment and
inventory. You will need to lease approximately 500 to 4,5062,000 square feet of commercial real estate
for the Approved Location, which includes an office, retail showroom and space to securely store
equipment and inventory.

© 20232024 Al Kitchen & Bath Franchising, LLC 1
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We identify the System by means of certain trade names, service marks, trademarks, logos,
emblems, distinctive trade dress, and indicia of origin, including, but not limited to, the mark “THE
DESIGNERYSM” and such other trade names, trademarks, and service marks as we now designate or may
in the future designate in writing for use in connection with the System. We continue to develop, use and
control the use of the Proprietary Marks in order to identify the source of services marketed under the
Proprietary Marks and System to the public, and to represent the System’s high standards of quality,
appearance and service.

You must enter into our current form of franchise agreement (each, a “Franchise Agreement”),
which is attached to this Franchise Disclosure Document as Exhibit- B, for each Franchised Business we
grant you the right to open and operate.

Multi-Unit Offering

We also offer qualified parties (based on level of business acumen and financial strength) the right
to enter into a Multi-Unit Addendum, attached to this Franchise Disclosure Document as Exhibit-C F
(“Multi-Unit Addendum®}-”) which amends the standard franchise agreement. Subject to the terms of the
Multi-Unit Addendum, you will be granted the right to execute up to five{5} Franchise Agreements to
open and operate up to five{5) Franchised Businesses at once, each with their own Designated Territory
that are typically contiguous to one another (“Multi-Unit Offering”). All agreements must be executed as
part of the same transaction at the same time and on the same form of Franchise Agreement. Each
Franchised Business will be opened and operated pursuant-tounder its respective Franchise Agreement.

You will also need to comply with the terms and conditions set forth in our form of Multi-Unit
Addendum, including, but not limited to, minimum monthly royalty fees, and requirements for the
vehicles, equipment and tools (which will apply to your operation of all Franchised Businesses granted as
part of your Multi-Unit Offering). As part of the Multi-Unit Offering, you will be required to open at least
ene(1) Approved Location, which may serve as a central Approved Location for all contiguous Designated
Territories. You will still-w# be required to commence soliciting customers, marketing and providing the
Approved Products and Approved Services, in each of the Designated Territories that are granted under
the multiple Franchise Agreements you have entered into.

You will be required to sign all Franchise Agreements associated with your Multi-Unit Offering,
as well as your Multi-Unit Addendum, at the same time. As—of-the-lssuance-Date—of-thisFranchise
Disclosure-DoeumentAs of April 19, 2024, we do not intend or expect to offer a new prospect the right to
participate in a Multi-Unit offering for more than five(5) Franchised Businesses (but we reserve the right
to do so). The disclosures in this Franchise Disclosure Document, however, assume that the Multi-Unit
Offering will involve the purchase of up to five{5} Franchised Businesses.

Parents, Predecessors and Affiliates

Franchisor does not have a predecessor.

Our parent, HFB HoldCo, LLC is a North Carolina limited liability company with a business
address at 107 Parr Drive, Huntersville, NC 28078. HFB HoldCo, LLC is the majority owner of Franchisor.
HFB HoldCo, LLC does not provide products or services to our franchisees. HFB HoldCo, LLC does not,
and has not, offered or sold franchises in any line of business.

Our affiliate, DDL- Investments, Inc. (d/b/a Homefront Brands or “HFB>}), is a North- Carolina
corporation with a business address at 107- Parr-_Drive, Huntersville, Nerth-CaretinaNC 28078.
DDL-_Investments, Inc. provides certain shared services including legal, finance, marketing, and other
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administrative services to us but does not provide products or services to our franchisees.
DDL- Investments, Inc. does not, and has not, offered or sold franchises in any line of business.

Our-affiliate-AlKitchen-and-BathOur affiliate, TD Fulfillment Services, LLC, LLC, is a North
Carolina limited liability company with a business address at 107 Parr Drive, Huntersville, North Carolina
28078. TD Fulfillment Services, LLC, LLC provides cabinet ordering, assembly and delivery services to
franchisees. TD Fulfillment Services, LLC, LLC does not, and has not, offered or sold franchises in any
line of business.

Our affiliate, Al Kitchen and Bath Design, LLC, a Georgia limited liability company that has
operated under the Al Kitchen and Bath mark since 2019, which has rebranded to “The Designery” as of
October- 2022. This business operated under different ownership from its inception in 2007 to 2019 when
it was acquired by its current owners. Al Kitchen and Bath Design, LLC, which has a business address at
402- Direct Connection Drive, Rossville, Georgia 30741 operates a Franchised Business that is substantially
similar to the business you will operate. Al Kitchen and Bath_Design, LLC does not offer any franchises
in this or any other line of business and does not provide any products or services to franchisees.

Our affiliate, Top Shelf Cabinetry, LLC, a Georgia limited liability company formed on
November-_5, 2019, which has a business address at 402 Direct Connection Drive, Rossville, Georgia
30741 operates a Franchised Business that is substantially similar to the business you will operate at a
retail location located at 165 Outlet Center Drive, Calhoun, Georgia 30701. Top Shelf Cabinetry, LLC
does not offer any franchises in this or any other line of business and does not provide any products or
services to franchisee.

Our affiliate, LP-_Franchising, LLC, a North- Carolina limited liability company with a business
address at 107- Parr- Drive, Huntersville, North- Carolina 28078 franchises businesses under the mark
“WINDOW HERO®?” that provide window cleaning, pressure washing, house washing, gutter cleaning,
gutter guard installation, window film installation, deck cleaning, and other services. LP Franchising, LLC
began offering franchises on April- 29, 2022, and its predecessor Labor Panes Franchising, Inc. began
offering franchises under our proprietary mark “Labor Panes” in January 2013 in the United States. As of
December- 31, 26222023, there were 2336 Window Hero franchises operating in the United States, and 52
Window Hero franchises sold, but not yet operating in the United States.

Our affiliate, Temp Walls Franchise Management, LLC, a North-_Carolina limited liability
company with a business address at 107- Parr-_Drive, Huntersville, North-_Carolina 28078 franchises
businesses under the mark “TEMPORARY WALL SYSTEMS®” that provide rental, installation and
servicing of modular containment systems inside existing commercial buildings. Temp WaHWalls
Franchise Management, LLC began offering franchises on May- 1, 2022. As of December- 31, 26222023,
there were 8110 Temporary Walls franchises operating in the United States, and 4636 Temporary Walls
franchises sold, but not yet operating in the United States.

Our affiliate, BHtRHeHFB FenceCo Franchising, LLC, a North- Carolina limited liability company
with a business address at 107- Parr- | Drlve Hunterswlle North Carolma 2891828028 franchlses busmesses
under the mark < 2

o
add Drive—Huntersville—Nerth-Carolina-28078

mafkiTOP RAILSM” that sell furnish, and install wood, steel alummum V1ny1 and other types of fencmg
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and related garden products for residential and commercial customers. HFB FenceCo Franchising, LLC
began offering franchises on October 26, 2022. As of December 31, 20222023, there were 2193 Top Rail
franchises operating in the United States, and 649 Top Rail franchises sold, but not yet operating in the
United States.

Our affiliate, HFB MosquitoCo Franchising, LLC, a North Carolina limited liability company with
a business address at 107 Parr Drive, Huntersville, North Carolina 2807828028 franchises businesses
under the mark “MOZZIEDOMESM>YARD PATROL PROSSM” (and previously franchised businesses
under the “Mozzie DomeSM” mark) that sells, designs, installs and services outdoor misting systems and
other repetitive application for mosquito, tick and fly control, and elimination and control systems, and
lawn care services including application of fertilizer, weed control, aeration, pest control, plant care, and
tree care, for both residential and commercial use. HFB-_MosquitoCo Franchising, LLC began offering
franchises on December- 6, 2022. As of December- 31, 20232022, there were nsll Mozzie Dome
franchises operating in the United States, and 52 Mozzie Dome franchises sold, but not yet operating in
the United States.

Our affiliate National Account Services Company, LLC is a North Carolina limited liability
company with a business address at 107 Parr Drive, Huntersville, North Carolina 28028. National Account
Services Company, LLC provides national account marketing and support services for affiliated franchisor
companies. The support services provided to affiliate franchisor companies include interaction with and
support services to franchisees to coordinate lead flows and compliance with National Account service
level requirements required of service providers for those accounts. National Account Services Company,
LLC does not, and has not, offered or sold franchises in any line of business.

Our affiliate Bold Future Payment Services, LLC is a North Carolina limited liability company
with a business address at 107 Parr Drive, Huntersville, North Carolina 28028. Bold Future Payment
Services Company, LLC provides payment card processing services to franchisees of affiliate franchisors.
Bold Future Payment Services Company, LLC does not, and has not, offered or sold franchises in any line
of business.

Except as stated above, we do not have any parents, predecessors or affiliates that: (a) offer or
operate franchises in any line of business; or (b) are otherwise involved in any other business activity.

Market and Competition

Your Franchised Business will offer our Approved PRroductsServices and Approved
ServieesProducts, as implemented and designated, to the general public, which will include residential and
commercial properties. The market for the Approved Products and Approved Services is well developed,
and there will be competition from other national and regional chains and local businesses that offer the
same or similar services within the Designated Territory you are granted.

Industry Specific Regulations

Your Franchised Business will be subject to laws and regulations in your state, county or
municipality regarding the operation of an establishment that offers and sells products and services which
are the same or similar to our Approved Products and/or Approved Services. The Franchised Business will
be subject to federal, state and local Occupational Safety and Health Administration (OSHA) and
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Environmental Protection Agency (“EPA”) regulations, and you must strictly comply with all such
regulations regarding disposal of waste products. There are specific regulations pertaining to this industry,
including laws that regulate the disposal, transportation, recycling and notice requirements for construction
and remodeling waste.

You may be required, for example, to obtain specific education, training, apprenticeship, licensing,
and/or certifications, and comply with certain workplace requirements and /or environmental requirements
related to the operation of your Franchised Business in the Designated Territory or the offer and sale of our
Approved Products and/or Approved Services therein. The federal Occupational Safety and Health
Administration requires that you maintain a copy of a Material Safety Data Sheet in each vehicle you
operate. These sheets provide the basic information to protect the safety and health of you and your
employees. The failure to maintain the proper licensing and permits is a material breach of the Franchise
Agreement.

ITEM 2
BUSINESS EXPERIENCE

Co-Founder and President of The Designery: Casey Ridley

Mr. Ridley has served as the Co-Founder and President of The Designery in Huntersville,
North Carolina since our inception. Mr. Ridley is also: (i) Co-Owner of our affiliate, Al Kitchen and
Design Bath, LLC, in Rossville, Georgia, and has held this position since June 2019; and (ii) President of
Cold Creek LLC in Dalton, GA, and has held this position since March 2022; (iii) Co-Owner of our affiliate,

Top Shelf Cabinetry, LLC, in Calhoun, Georgia, and has held this position since January 2019.

Chief Executive Officer: Jeffrey Dudan

Mr.- Dudan has served as our Chief Executive Officer in Huntersville, North Carolina since our
inception. Mr. Dudan has also held the following positions: (i)- Chief Executive Officer of Homefront
Brands in Huntersville, North-_Carolina since March- 2022; (ii)-_Advisor to Beem Light Sauna in
Huntersville, North-_Carolina since January- 2022; (iii)- Advisor to RockBox Fitness in Huntersville,
North- Carolina from January- 2019 to March-December 20232022; (iv)- Chief Development Officer of
Mowbot, Inc. in Huntersville, North- Carolina from August 2017 to April- 2021; (v) Advisor to FranDevCo
in Huntersville, North- Carolina fremsince March- 2019-te-Mareh-; and2022; (vi)- Advisor to Franchise
Gene5|s in Hunterswlle North Carolma #emsmce January— 2021—te—Ma¥ekk 2922—and—ew)—eh4@f

Chief Operating Officer and President of Franchising: Michael O’Driscoll

Mr.- O’Driscoll has served as our Chief Operating Officer and the Chief Operating Officer of
Homefront Brands in Huntersville, North- Carolina since March- 2022. Mr. O’Driscoll has also served as
our President of Franchising since April 2023. -Mr.-_O’Driscoll has also held the following positions:
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(i) Global Business Strategist of EMF Advisory, Inc. in New-_York, New-_York since April- 2021;
(ii)-_Non-Executive Director & Advisor in Brisbane, Australia from March- 2019 to April- 2021; and
(|||) Non- Executrve Board Drrector of Gutter Vac Pty Ltd Australla from March 2019 to August 2020—

Chief Financial Officer: Michael Dudan

Mr.- Dudan has served as our Chief Financial Officer and as-the Chief Financial Officer of
Homefront Brands in Huntersville, North Carolina since March- 2022. Mr.- Dudan has also held the
following positions: (i)- Advisor to Beem Light Sauna in Huntersville, North- Carolina since March- 2022;
(ii)-_Advisor to RockBox Fitness Franchising in Huntersville, North- Carolina from March- 2019 to
March-_2022; and (iii) various roles, including Chief Financial Officer of the Carolina Panthers in
Charlotte, North- Carolina from March- 2003 to March- 2019.

Chief Marketing Officer: Carie Beeman

Mrs.- Beeman has served as our Chief Marketing Officer and as-the-Chief Marketing Officer of
Homefront Brands in Huntersville, North Carolina since March- 2023. Ms-Mrs. Beeman has also held the
following positions: (i)-_Senior Vice President of Marketing—ef, City Facilities Management—in,
Jacksonville, FleridaFL from May 2022 to December- 2022; (ii)- Vice President, of Brands effor PODS
Moving and Storage in Clearwater, FloridaFL from November 2019 to May- 2022; and (iii)-_Senior
Director of Brands effor Hertz Enterprise Holdings in Estero, FleridaFL from February 2015 to
November- 2019.

Vice President of Operations-efHFB: Chris Stefanco

Mr. Stefanco has served as the Vice President of Operations of Homefront Brands in Huntersville,
North- Carolina since March- 2022. Mr. Stefanco served as the Vice President of Operations for DDL
Investments, Inc. from August 2020 to March 2022. Prior to that time, Mr.- Stefanco held various
operations roles, including Vice President of Operations, with AdvantaClean Systems, Inc. in Huntersville,
North Carolina from December 1999 to June 2020.

Chief DevelopmentGrowth Officer: Zack Dudan

Mr.- Dudan has served as our Chief BevelepmentGrowth Officer and director and interim Chief
Development Officer of Homefront Brands in Huntersville, North-_Carolina since January- 2023.
Mr.- Dudan has also served as Chief Growth Officer of Homefront Brands since January- 2018.

Chief Legal Officer: John Haraldson

Mr. Haraldson has served as our Chief Legal Officer and the Chief Legal Officer of Homefront
Brands in Huntersville, North Carolina since November- 2022. Mr.- Haraldson has also held the following
positions: (i)- General Counsel of Lynx Franchising and its affiliates in Atlanta, Georgia, including the
following brands: JAN-PRO, The Intelligent Office, FRSTeam, Archadeck, Conserva, Outdoor Lighting
Perspectives, and Superior Fence & Rail from November-2049-to-September- 2019 to September 2022;

and (||) Prlvate Practice and Consultlnq from Februarv 2019 to October 2019 292—2—and-€H)—V+ee-PFesréent
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VP of Learning & Development: Greg Smith

Mr. Smith has served as our Vice President of Learning and Development and the Vice President
of Learning and Development of Homefront Brands in Huntersville, North-_Carolina since
November-_2022. Mr.-_Smith has also held the following positions: (i) Director of Training and
Development at Armstrong Transport Group in Charlotte, North-_Carolina from May- 2021 to
November- 2022; (ii)- Senior Instructional Designer at Saddle Creek Logistics in Lakeland, Florida from
November-_2020 to May-_2021; and (iii)-_Learning Consultant at Delray Learning Solutions in
Delray- Beach, Florida from February- 2019 to June- 2021;:{h)-Vice-Presidentof Centralized Programs-at
Fastiva\iacation-Ownership-i-.

ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.

ITEM 4
BANKRUPTCY

No bankruptcy-rfermation is required to be disclosed in this Item.

ITEMS
INITIAL FEES

Franchise Agreement

Initial Franchise Fee

The initial franchise fee you must pay to us is $54,900 (the “Initial Franchise Fee™), which is a fee
for a territory of up to 80,000 owner-occupied households (“Qualified Households™) and is due upon
execution of the Franchise Agreement. If your territory has more than 80,000 Qualified Households, your
Initial Franchise Fee will increase from the baseline amount of $54,900 by $0.70 for each additional
Qualified Household, up to an additional 20,000 Qualified Households pending our approval (maximum of
$68,900). The Initial Franchise Fee is deemed fully earned and non-refundable upon payment. During our

last fiscal year ended December 31, 2023 2922—feep(4)—l;raﬂeh+se&wereseldraael the Inltlal Franchlse Fee
ranged from $620 OOOO to $40

#anemsed-busmessesm 900 We may in the future offer addltlonal dlscounts or |ncent|ves for a I|m|ted
time and for specific circumstances that lower the minimum Initial Franchise Fee based on territory size,
location and whether the territory is sold to an existing franchisee.
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Opening Assistance Fee

The opening assistance fee you must pay to us is $5,000 (the “Opening Assistance Fee), which
is a fee for opening assistance services that include: the cost of attending the initial training program, access
to the learning management paths, and certain meals during the Initial Training Program, any on-site visits
that the operational and support team will make, the initial cost of marketing setup, which includes, but is
not limited to, the initial creation of collateral, website, and other marketing setup items (but excludes the
ongoing cost that may be paid to us, vendors, or affiliates of additional collateral and other marketing
channels), the initial cost of setup with miscellaneous software and technology utilized through the life of
the business but does not cover the ongoing cost of software and technology that you may use in your
business, and our administrative cost of assisting with of initial legal and compliance guidance that we
may provide in our sole discretion. This fee is a single fee for one Franchise Agreement or multiple
franchise agreements under a single Multi-Unit Addendum. Each Multi-Unit Addendum will have a
separate Opening Assistance Fee.

Multi-Unit Offering

Multi-Unit Fee

If we grant you the right to participate in our Multi-Unit Offering, then you must pay us a multi-
unit fee based on the number of Franchised Businesses we grant you the right to develop. Our multi-unit
fee is set forth below (“Multi-Unit Fee”):

© 20232024 Al Kitchen & Bath Franchising, LLC 8
20232024 FDD 1-V1F(MN)

[ Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" J

| Formatted: List Paragraph, Indent: First line: 0", Font
Alignment: Auto

[ Formatted: Left, Indent: First line: 0" J




_ Multi-Unit Maximum Opening Assistance Total
Number of Fee Additional Fee (assumes one (Multi-Unit Fee + Opening

Of Qualified Multi-Unit Assistance Fee + Additional
Franchised Household Fee Addendum) Qualified Households)
Businesses

1 $54,900 $14,000 $5,000 $5459,900 - $73,900

2 $94,900 $28,000 $5,000 $9499,900 — $127,900

3 $129,900 $42,000 $5,000 $134,900 — $176,900

4 $164,900 $56,000 $5,000 $169,900 — $225,900

5 $189,900 $70,000 $5,000 $194,900 — $264,900

The Multi-Unit Offering is open to franchisees that have at least 50% common ownership with an
existing franchisee (or a franchisee signed at the same time) and this discount applies to future purchases
and purchases of affiliated brands. If we grant you the right to develop more than five(5} Franchised
Businesses, then you must pay us a Multi-Unit Fee equal to: (i) $189,566900 for the first five(5) Franchised
Businesses:-, plus (ii)- $20,000 for each additional Franchised Business you are granted the right to develop.
In addition, if any territory in a Multi-Unit Offering has more than 80,000 heuseheldsQualified Households,
the Initial Franchise Fee allocated to that territory will increase from the applicable baseline amount
($54,900 for unit 1 and the incremental amount for additional units) by $0.70 for each additional
househeldQualified Household, up to an additional 20,000 heuseheldsQualified Households. The Multi-
Unit Fee must be paid upon execution of the Multi-Unit Addendum and is deemed fully earned and non-
refundable upon payment. We may in the future offer additional discounts or incentives for a limited time
and for specific circumstances that lower the minimum Initial Franchise Fee based on territory size, location
and whether the territory is sold to an existing franchisee.

Discount Programs

Veteran Discount

If you are a United States honorably discharged veteran who meets our qualifications for
purchasing a Franchised Business, you will receive a discount of five-theusand-deHars{$$5,000} off of the
Initial Franchise Fee for your first Franchised Business. Additional Franchised Businesses under a Multi-
Unit Addendum will incur the Multi-Unit Fees set forth in the table above. You may use the
veteran’sVeteran’s discount only once and only in accordance with the restrictions set forth in this Item 5.
To qualify, a prospective franchisee must: (i) request The Designery Veteran’s discount at the time of
application; (ii)- meet our then-current qualifications for new franchisees; (iii)- be at least fiffy-one-percent
{51%)% legally and beneficially owned by persons meeting our qualifying veteran status; and (iv)- not have
previously received a veteransVeterans incentive from us. You may meet our qualifying veteran status if you
are a veteran who has received an honorable discharge from the U.S. Military, and you must give us a copy
of your Form DD 214 showing your status as an honorably discharged veteran. We may discontinue the
Veteran’s discount program at any time.

HRE
Elevate to Owner Program Discount

Under our “Elevate to Owner Program,” we offer a discounted Initial Franchise Fee for your first
Franchised Business to qualified employees of our franchisees who: (i)-_have been recommended by a
System franchisee; (ii)-_have been employed by a System franchisee for at least two—(2} years; and
(iii) otherwise qualify to be our franchisee. The discount is based upon years of service with one of our
franchisees and is calculated as follows:
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Discount On Years Of Consecutive
Employment With Franchisee

Initial Franchise Fee

10% 2
15% 3
20% 4
25% 5+

Discounts under our Elevate to Owner Program will be applied to the Initial Franchise Fee for
your first Franchised Business only, and the discount shall be calculated after any third-party broker fees
are deducted, if any. Additional Franchised Businesses under a Multi-Unit Addendum will incur the Multi-
Unit Fees set forth in the table above. You may use the Elevate to Owner Program discount only once and
only in accordance with our standards and specifications.

Cenversion-Roll-In Discount for Existing Businesses

If you have an existing business that is the same or similar to a Franchised Business with annual
gross revenue of at least $500,000 and you agree to convert the existing business into a Franchised Business,
we will discount your royalty fee during your -first year of operation. Your Royalty Fee {defined-in-Hem-6)
during the first year of operation will be as follows:

Months of OperationOperations Royalty Fee
Months 1-4 25% of then-current Royalty Fee
Months 5-8 50% of then-current Royalty Fee
Months 9-12 75% of then-current Royalty Fee
Months 12+ The then-current Royalty Fee

Combination and Application of Discounts

You may not combine any of the discounts set forth above with any other discount. If you have
received a discount for your first purchase of a Franchised Business or multiple Franchised Businesses
under a Multi-Unit Addendum, you will not qualify for any of these discounts on subsequent purchases of
Franchised Businesses unless we agree in writing. You must provide us with reasonable documentation that
we request in order to assess your eligibility for a given discount program and any questions regarding your
eligibility for discounts, or for combination of any discounts, will be resolved by us in our sole discretion.

In some circumstances we have deferred payment some or all of the Initial Franchise Fee for a set
period of time because of state registration requirements or delays of a franchisee’s funding source(s). In
addition, in some circumstances we have added more than 20,000 households (up to a maximum of 21,631)
to a Designated Territory, and the per household rate for additional households varied from $0.00 per
household to $0.70 per household and/or did not charge overage charges for additional households. Except
as described above, all of the fees described in this Item- 5 are paid in a lump sum and are uniformly
calculated and imposed.

© 20232024 Al Kitchen & Bath Franchising, LLC 10
20232024 FDD +-VIF(VINY

[Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" J




Initial Training Fee for Replacement or Additional Trainees

We will provide the Initial Training Program {as-defined-in-Hem-11)-for the first three-(3) trainees
at no charge. We reserve the right to charge a training fee of $500, which we may increase upon sixty{60)
days’ written notice to you, for the following training that occurs prior to opening the business: (i) each
person in excess of three {3}-trainees, even if they attend the same training session; (ii) each person who is
repeating the course or replacing a person who did not pass; and (iii) each subsequent operating principal,
designated manager or employee who attends the course at a scheduled training class at our headquarters
or other location designated by us. You are responsible for any travel and living expenses, wages, and other
expenses incurred by your trainees during the Initial Training Program or any other training program.

ITEM 6
OTHER FEES
Type of Fee® Amount Due Date Remarks
Royalty Fee® The greater of: (i) 5-7% | The Royalty Feeis | See-Notes1-and-2forthe
of your Gross Revenue; currently due definition-of Gross Revenue.-Your

or (ii) the Minimum
Monthly Royalty Fee

each month (collectively,
the “Royalty Fee”). The
Royalty Fee for newly
Approved Products or
Approved Services may
be different (either
higher or lower) but will
not be increased by more
than 3% of gross
revenue above the 7% to
5% Royalty Fee (and
this 3% may be allocated
between the Royalty Fee
and the Brand Fund

Contribution).

The Royalty Fee is

discussed in greater
detail in Note 2 below

this Item 6 Table.

monthly within tea
(10} business days
after the end of
each calendar
month.

first Royalty Fee payment is
due in the first full month after
the date the Franchised
Business opens and shall be
paid based on all Gross
Revenue accrued prior to the
opening date and during your
first full or partial month of
operations.
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Type of Fee® Amount Due Date Remarks
Brand Fund Currently, ene-percent Same as Royalty See-Notes-1-and-2 below--This
Contribution® (19%)2% of your Gross Fee. contribution will be used for a
Revenue (“Brand Fund system-wide “Brand Fund” for
Contribution™). We our use in promoting and
reserve the right to building the The Designery
increase your Brand Fund brand. The-Brand-Fune-is
Contribution to three discussed-in-tem-11
Revenue.3% of your
Gross Revenue. The
Brand Fund Contribution
for newly Approved
Products or Approved
Services may be different
(either higher or lower)
but will not be increased
by more than 3% of gross
revenue (and this 3%
may be allocated between
the Royalty Fee and the
Brand Fund
Contribution).
Local Advertising -Currently, the minimum | Payable by the end If you fail to meet your Local
Requirement® required spend is the of each month, as Advertising Requirement in
greater of: (i)-three incurred;exeept-that | any month, we may require
pereent{ 3%)% of Gross the-Franchisor you to pay us the shortfall as
Revenue per month; Directed-Advertising | an additional advertising fee or
andor (ii)- $3,000 (the Feemusthe paid by | to pay us the shortfall for us to
“Local Advertising thetenth-(10%efthe | shend on local advertising in

Requirement™). We may

your Designated Territory

increase the Local {defined-in-Hem12)..
Advertising Requirement
up to a maximum of four You-are required-to-sign-the
pereent(4%)% of Gross FranchisorDirected-Advertising
Revenue per month upon Services-Agreement attached-to
90 days’ prior written the Franchise-Agreement-as
notice to you. Ar-ameunt Exhibit H-Under this-agreement,
up-to-the-Local-Advertising , you-will pay-a Franchisor Directed
Mm&w Advertising Fee that is an-ameunt
rronth-orthree-percent Requirement-eurrently-the-greater
{3%)-of Gross-Revenue per of three thousand dollars($3,000)
ronth-mustbe-paid-to per-month-or-three-pereent-(3%)-of
Directed Advertising Fee”) ee-is subjectioperiodic
which-amount-will-be adjustment but will notbe highe
applied as-a credit-to-you Rt ° E.EI:E;a; duertising
Reguirement amount. The
- ;
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Type of Fee®

Amount

Due Date

Remarks

Provided, however, that where
a group of Designated
Territories are under a single
Multi-Unit Addendum, the
Franchisor-DirectedLocal
Advertising Fee-will-be-an
amountup-toRequirement is the
greater of: (i) 3% of Gross
Revenue per month; or (ii)
$3,000 for the first Designated
Territory plus-an-ameuntup-to
$1,500 for each additional
Designated Territory under
that one Multi-Unit
Addendum. If you have more
than one Multi-Unit
Addendum, you will pay for
each group under a Multi-Unit
Addendum an-ameuntup-tethe
greater of: (i) 3% of Gross
Revenue per month; or (ii)
$3,000 for the first Designated
Territory plus an-ameuntup-to
$1,500 for each additional
Designated Territory.

Marketing
Management Fee

$500/month

Same as Royalty

The Marketing Management

Fee.

Fee currently includes the
following localized marketing
support: email marketing,
social media, promotions and
offers, creative support, public
relations management,
tradeshow support, and paid

media support.
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Type of Fee®

Amount

Due Date

Remarks

Regional Advertising
and Promotional
Cooperative

If established,
determined by the
cooperative. The
contribution amount is
set by the cooperative;
and may only exceed the
Local Advertising
Requirement of 4% of
Gross Revenue if agreed
to by 2/3 of the
cooperative. If company-
owned Franchised
Businesses have
controlling voting power
(defined as 2/3 of the
cooperative votes), then
the contribution amount
is limited to 2% above
the maximum Local
Advertising
Requirement, unless 2/3
of the cooperative vote,
excluding company
owned Franchised
Business votes, to
approve a higher
amount.

If established,
determined by the
cooperative.

We currently do not have a
cooperative; but reserve the
right to require one to be
established in the future.

B e
cooperatives:

Technology Fee

Our then-current
technology fee, which is
currently ($$599) per
month (the “Technology
Fee”).

We reserve the right to
increase or decrease the
Technology Fee at any
time upon 30 days’ prior
written notice to you.

Same as Royalty
Fee.

The Technology Fee currently
includes fees related to your
access to and usage of our
reservation system, our
intranet, any mobile
applications we develop, and
the System website. We may
add, delete, or otherwise
modify the products and
services that are included in
the Technology Fee. We do
not presently expect the
Technology Fee to exceed
$1,000 per month, however,
there is no cap on the amount
the Technology Fee may be
increased. An increase will be
based on the following: cost of
inflation, cost of underlying
products and services,
including development costs of
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Type of Fee®

Amount

Due Date

Remarks

software, mobile applications,
websites, costs of software,
subscriptions, and related
services, and any other
products or services added to
the technology stack. The first
month will be assessed pro rata
from the date on which you
begin offering Approved
Products and/or Approved
Services.

Provided, however, that where
a group of Designated
Territories are under a single
Multi-Unit Addendum, you
will be required to pay one
Technology Fee for all
Designated Territories under
that one Multi-Unit
Addendum. If you have more
than one Multi-Unit
Addendum, you will pay one
Technology Fee for each such
Multi-Unit Addendum.

Kitchen and Closet

The kitchen software is a

Annually for

Software Fee

one-time fee of $4,395

kitchen software

Additional users of the kitchen
software are free, but only one

(with a $500 discount)

and annually or

user can access their license at

plus an annual fee after

monthly for closet

any given time. The closet

the first year of $375.

software.

The closet software is

$1,800 per year for
software or $200/month.

software comes with a 90-day
free trial, after the free trial
period you must pay the
annual or monthly fee.
Additional users for the closet
software are between $50-
$100 per month. We reserve
the right to have you pay either
us, an affiliate, or a third party
directly for this software.
These fees may be increased
by an amount not to exceed

25% per year.
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Type of Fee®

Amount

Due Date

Remarks

Managed Services
Desk Fee

Then-current fee
(currently, $55 per
month for franchisee
and $20 per month for

staff).

We reserve the right to
increase or decrease the
Managed Services Desk
Fee at any time upon 30
days’ prior written notice
to you.

Same as Royalty
Fee.

The Managed Services Desk
Fee includes management of
franchisee emails and software
support. This fee is currently
included in the Technology
Fee.

Online Local Presence

$249/month

Fee

Same as Royalty

The Online Local Presence

Fee.

Fee currently includes the
following: website
management, development,
updating, maintenance,
enhancement, and brand
reputation management.

Call Center Fee

We do not currently
charge a call center fee;
however, we reserve the
right to establish a call
center (“Call Center”) in
the future and require
your participation in the
call center. If we do
implement a call center,
you will be required to
pay up to feurpercent
(49%)% of your Gross
Revenue each month-{the

If implemented, due
monthly within ten
(10) business days
after the end of
each calendar
month.

If implemented, the Call
Center Fee will include fees
related to your account setup
and utilization of a call center
for routing customers to your

Franchised Business. We
reserve the right to require you
to use our preferred service
provider to receive call center
services, in which case we may
charge the Call Center Fee.
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Type of Fee® Amount Due Date Remarks
Renewal Fee $5,000 (the “Renewal Upon execution of Payable if you qualify to
Fee”). a successor renew your Franchise
franchise Agreement(s) and choose to
agreement. enter into a new successor

franchise agreement(s). You
will be obligated to pay a
Renewal Fee for each
Franchised Business you wish
to renew under the Multi-Unit
Addendum.

Provided, however, that where

a group of territories are under
a single Multi-Unit
Addendum, the Renewal Fee
will be $5,000 for the first
Franchise Agreement and
$1,000 for each additional
Franchise Agreement renewed
at the same time.

Transfer Fee

$10,000 (the “Transfer
Fee”) plus the cost of
additional training where
applicable. Transfer Fees
are subject to state law.

A non-refundable
$3,000 deposit of
the Transfer Fee is
due with your
written notice of
proposed transfer
and the balance of
$7,000 is due upon
our approval at
closing.

No Transfer Fee is due for
transfers upon death or
incapacity which occurs prior
to the date of transfer.

Remarketing Fee

$2,500 listing fee; a

The listing fee is

The resale marketing program

success fee equal to 8%

due upon signing

is optional and franchisees

of the gross sales price

the resale program

may use it or choose to sell

of the Franchised
Business; if brokers are

agreement. The

their business on their own (or

success fee and

with their business broker),

used, they may have a

broker fees, if any,

and may only be available in

separate fee that ranges

are due upon sale of

certain states.

from 2% to 10%. These

the Franchised

fees are in addition to

Business.

any applicable Transfer
Fees.
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Type of Fee®

Amount

Due Date

Remarks

Late Fee and Interest

The lesser of: (i)-one
and ene-half pereent
(14%)2% per month
{eighteen-percent (18%)%
per annum); or (ii)- the
maximum interest rate
allowed by law from the
due date of payment.
You must also pay us
$100 for each week that
a payment is paid after
the due date which is in
addition to the interest
above.

When amount owed
becomes past due.

Required whenever a payment
to us or our affiliate(s) is made
after its due date. Interest
accrues from the original due
date until payment is received
in full.

Nonsufficient Funds The greater of $100 per As incurred. Payable if any check or EFT
Fee occurrence, or the payment is not successful due
highest amount allowed to insufficient funds, stop
by law. payment, or any similar event.
| Payment Service Fee | Up to fourpereent{4%)% | As incurred. If payment is made to us or
of total charge. our affiliate(s) by credit card
for any fee required, we may
charge a service charge of up
to fourpercent{4%)% of the
total charge.
Initial Training Fee Currently, $0 per trainee | Within feurteen{14) | We will provide the Initial
for Replacement or for up to three (3) days of receipt of Training Program (as-defined-in
Additional Trainees trainees who attend a an invoice. Htem-11)-for the first three(3)

scheduled training class
at our headquarters or
other location designated
by us, provided that all
of your trainees are
trained during the same
training session.

Currently, $500 per day
(plus our travel and
living expenses) for
additional on-site
training in your
Designated Territory.
This amount may be
modified upon notice by
update to the Operations
Manual.

Depending on the
circumstances, this
fee may be payable
before or after the
business is opened.

trainees at no charge. We
reserve the right to charge a
training fee of $500, per
person; which we may
increase upon sixty-(60) days’
written notice to you, for
training:{: (i)- each person in
excess of three(3) trainees,
even if they attend the same
training session; (ii)- each
person who is repeating the
course or replacing a person
who did not pass; and

(iii)- each subsequent
operating principal,
Designated Manager-{defined
intem-15); or employee who
attends the course at a
scheduled training class at our
headquarters or other location
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Type of Fee® Amount Due Date Remarks
designated by us. You are
responsible for any travel and
living expenses, wages, and
other expenses incurred by
your trainees during the Initial
Training Program or any other
training program.

Additional Training The then-current fee, Within feurteen{14) | We may charge you our then-

Programs which -varies-based-on-the | days of receipt of current fee (currently, five
programsis currently $500 | an invoice. hundred-deHars($$500 per
per employee or agent employee or agent, plus our
for each full or partial travel and living expenses) for
day for a scheduled optional or required training
training class at our programs or consulting
headquarters or other services that we may provide
location designated by in-person or otherwise. We
us, plus their travel and may change this fee without
living expenses, and an limitation from time to time
additional amount based upon written notice to you.
on the program
administered.

In-Person Consulting The then-current fee, Within feurteen{14) | Payable if we provide

Services which is currently $500 | days of receipt of requested consulting services
per employee or agent an invoice. in person at a location other
for each full or partial than our offices. We may
day, plus their travel and change this fee without
living expenses. limitation from time to time

upon written notice to you.

Temporary The then-current fee, Within feurteen{14) | Payable if we provide a

Designated Manager which is currently $500 | days of receipt of Designated Manager-(defined
per employee or agent an invoice. intem-15) to work at your

for each full or partial
day, plus their travel and
living expenses.

Franchised Business after the
departure of your previous
manager, until a new
Designated Manager is hired
and trained.
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Type of Fee® Amount Due Date Remarks
Temporary The then-current fee Within fourteen{14) | Payable in the event of your
Management charged by us during the | days of receipt of death-or-if we-exercise-our-right

period of management, an invoice. to-manage-your-Franchised
plus any direct out- of- Business-after-a-default.

pocket costs and
expenses. We reserve the
right to charge up to ten
pereent{10%)% of the
Gross Revenue
generated during the
time period that we
provide temporary
management.

Annual Conference
Fee

We reserve the right to
host an annual
Conferenceconference
(the “Annual
Conference”) and charge
you the then-current
Annual Conference fee.

The Annual Conference
fee is currently $1,000
for up to twe(2) people
to attend. We may
charge our then-current
fee for additional
attendees (currently,
$500 per additional
attendee). We reserve the
right to host up to twe-{2)
Annual Conferences per
year.

Prior to attending
the event.

Payable for you and your
employee(s) who attend the
Annual Conference that we
host. You are responsible for
the travel and living expenses
of you and your employees. If
you do not attend the Annual
ConferencesConference(s), you
must still pay us the Annual
ConferencesConference Fee,
regardless of the cause for
non-attendance, unless you
receive our advance written
approval for such absence.
This fee is charged on a per
franchisee basis.

Product, Service,
Supplier, and Service
Provider Review

A $1,000 alternative
supplier fee-//new
product review fee; plus
our actual costs of the
inspection and our actual
cost of testing the
proposed product or
evaluating the proposed
service or service
provider, including
personnel and travel
costs.

Upon demand.

Payable if you wish to offer
products or use any supplies,
equipment, or services that we
have not approved or wish to
purchase from a supplier or
service provider that we have
not approved, whether or not
we approve the item, service,
product, or service provider.
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Type of Fee®

Amount

Due Date

Remarks

Insurance

Cost of premium plus a
$100 administrative fee
for our services in

procuring the insurance.

Upon demand.

Payable only if you fail to
maintain the minimum
insurance we require and we
choose to procure the required
insurance for you.

Remodel/ Re-equip/
Refurbish
Requirement

$25,000Actual costs and

expenses which are
estimated to be no more

than $25,000

Upon remodel/ re-
equip/ refurbish.

Payable if we require you to
remodel, re-equip, and
otherwise refurbish your
Franchised Business to bring it
into conformity with our then-
current brand image. ‘A
remodel/re-equip/refurbish
will not be required in the last
12 months of a term; but will
be a condition of renewal.

Relocation Fee

Actual costs and
expenses of providing
relocation assistance,
plus a $250
administrative fee.

Upon relocation.

You must reimburse us for our
actual costs and expenses
associated with evaluating
your relocation request and/or
any locations proposed by you
for relocation, plus a twe
hundred-fifty ($$250)
administrative fee. We will
provide you with copies of our
invoices for our expenses from
any third-party providers upon
request.

Taxes Varies. As Incurred. You must reimburse us for any
taxes that we must pay to any
taxing authority for your
Franchised Business.

Audit Costs Our costs and expenses, | Within feurteen(14) | Payable if an audit or review

including costs for an days of receipt of shows an understatement of
independent accountant | an invoice. Gross Revenue for the audited

and attorneys’ fees, any
understated amounts,
and related travel and
living expenses.

or reviewed period of twe
percent{2%)% or more, or if
you fail to submit required
reports.
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Type of Fee®

Amount

Due Date

Remarks

Indemnification

Actual amount of our
liabilities, fines, losses,
damages, costs and
expenses (including
attorneys’ fees, except to
the extent such fees are
determined by an
arbitrator or court of
competent jurisdiction to
be unreasonable, in
which case the fees shall
be adjusted to be
reasonable by such
arbitrator or court).

Upon demand.

Payable if we incur losses due
to your breach of the Franchise
Agreement or any other action
or inaction by you or any other
person relating to your
Franchised Business.

Reimbursement of
Professional Fees and
Expenses

Varies.

As Incurred.

You must reimburse us for any
legal, accounting, or other
professional fees that we incur
as a result of any breach or
termination of your Franchise
Agreement. You must
reimburse us if we are required
to incur any expenses in
enforcing our rights against
you under the Franchise
Agreement. In some
circumstances in some states
professional fees and expenses
are only recoverable where
franchisor is the substantially

revailing party.

Enforcement
Expenses

Our actual cost of de-
identifying your
Franchised Business or
complying with other
post-term obligations on
your behalf.

Upon demand.

Payable if your Franchise
Agreement expires or is
terminated and you fail to de-
identify (or comply with other
post-term obligations) for your
Franchised Business and we
take steps to do so.

Explanatory Notes:
Explanatory-Notes:

1. General. The table above provides recurring or isolated fees or payments that you must pay to us
or our affiliates or that we or our affiliates impose or collect in whole or in part on behalf of a third
party or that you are required to spend under the Franchise Agreement. All fees and expenses
described in this Item- 6 are nonrefundable. Exeept\We occasionally may modify or waive certain
fees. Otherwise, except as etherwise-indicatedprovided in the above chart-abeve, we uniformly
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impose all fees and expenses listed on a per franchise agreement basis; and they are payable to us
and are fully earned upon receipt by us.

We have the right to periodically specify (in the confidential operations manual or otherwise in
writing) different payees and/or payment methods, such as, but not limited to, weekly-+/biweekly
//monthly payment, payment by auto-draft, credit card, and payment by check.

All fees are current as of the-tssuance-Date-of this-Franchise-Disclosure-Doeument-April 19, 2024.
Certain fees that we have indicated may increase over the term of the Franchise Agreement.

Manner of Payment. With the exception of the Initial Franchise Fee and the Local Advertising
FeeRequirement Deposit, you must pay all fees and other amounts owed to us and/or our affiliates
via electronic funds transfer (“EFT”) through an electronic funds transfer program (the “EFT
Program”), under which we automatically deduct all payments owed to us and/or our affiliates from
the bank account you provide to us for use in connection with EFT Program (the “EFT Account”).

2. Royalty Fee. You must pay us a monthly Royalty Fee deducted on the teath-£10") business day at
the end of each calendar month in an amount equal to the greater of: (i)- the Royalty Fee (as
delineated in the chart below); andor (ii)- the minimum monthly Royalty Fee (“Minimum Monthly
Royalty Fee”) (as defined in the chart below). We reserve the right to change the interval when you
pay the Royalty Fee to us upon reasonable notice to you.

Royalty Fee. -Your Royalty Fee is calculated as follows:

Monthly Royalty Fee Gross Revenue for Prior Month
7.0% $0.00 - $75,000.00
6.0% $75,000.01 - $150,000.00
5.0% $150,000.01+

For clarity purposes, if your Gross Revenue for the prior month is $200,000, you will pay 7.0% for
the first $75,000, 6.0% for the second $75,000 in Gross Revenue generated, and 5.0% for the last
$50,000 in Gross Revenue generated. The graduated Royalty Fee rate applies on a per franchise
agreement basis, and multiple territories may not be aggregated together to qualify for a lower
Royalty Fee rate._ The Royalty Fee for newly Approved Products or Approved Services may be
different (either higher or lower) but will not be increased by more than 3% of gross revenue (and
this 3% may be allocated between the Royalty Fee and the Brand Fund Contribution).

Minimum Monthly Royalty Fee. Your Minimum Monthly Royalty Fee is based upon: (i)-_the
number of months the Franchised Business has been open and operating; and (ii)- the number of
Designated Territories that the Franchised Business operates in. The Franchised Business shall be
considered open and operating on the day that you complete the Initial Training Program-{eefined
in-Hem-11).. Your Minimum Monthly Royalty Fee of tweo-hundred-fifty-doHars{($$250) (if you
operate a single Franchised Business in one Designated Territory) begins feu{in month 4)-menths
after the date you complete the Initial Training Program. The Minimum Monthly Royalty Fee is
calculated as follows:
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1 2 3 4 5)

Time of Designated Designated Designated Designated Designated

Operation Territory Territories Territories Territories Territories
First 3 Months 5% to 7% of 5% to 7% of 5% to 7% of 5% to 7% of 5% to 7% of

Gross Gross Gross Gross Gross
Revenue Revenue Revenue Revenue Revenue

4 to 12 Months $250300 $500600 $750900 $1,0600200 $1,250500
Second Year $5501,500 $1,1003,000 $1,6504,500 $2,2006,000 $2,7567,500
Third Year+ $8502,000 $1,7604,000 $2,5506,000 $3,40068,000 $4,25610,000
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However, you will not be subject to a Minimum Monthly Royalty Fee during the first three—{3}
months ef-eperationsyou are open and operating on the condition that you strictly comply with all
of your obligations under the Franchise Agreement during the first three—(3} months of
operations:you are open and operating. Notwithstanding the foregoing, you must still pay the

Royalty Fee equal to sevento-fivepercent{7% - 5%)% of Gross Revenue generated by your
Franchised Business for sales made during the first three-{3} months_you are open and operating.

For each additional Franchised Business above 5 units:
the First 3 months is 7-5% of Gross Revenue

e 4-12 montbhs is an additional $300 per Franchised Business
e Second Year is an additional $1,500 per Franchised Business
e Third Year + is an additional $2,000 per Franchised Business

Conversion Royalty Fee

If you have an existing business that is the same or similar to a Franchised Business with annual
gross revenue of at least $500,000 and you agree to convert the existing business into a Franchised
Business, we will discount your royalty fee during your first year of operation. Your Royalty Fee
during the first year of operation will be as follows:

Months of Operations Royalty Fee
Months 1-4 25% of then-current Royalty Fee
Months 5-8 50% of then-current Royalty Fee
Months 9-12 75% of then-current Royalty Fee
Months 12+ The then-current Royalty Fee

Gross Revenue Definition and Reports. For purposes of this Agreement, “Gross Revenue” is
defined to include all income of any type or nature and from any source that Franchisee derives or
receives directly or indirectly from, through, by or on account of the operation of the Franchised
Business (whether or not the products/services are approved by the Franchisor) at any time after
the signing of the Franchise Agreement, in whatever form and from whatever source, including,
but not limited to, cash, services in kind from barter and/or exchange, on credit or otherwise, and
convenience, credit card user, or other fees charged to a customer, as well as business interruption
insurance proceeds, all without deduction for expenses, including marketing expenses and taxes.
Exclusions do not include reductions for financing program fees, credit card convenience fees or
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user fees, or any other fees charged to a customer) . However, the definition of Gross Revenue does
not include sales tax that is collected from customers and actually transmitted to the appropriate
taxing authorities or any bona fide refunds you make to customers in the ordinary course of
business. We reserve the right to modify our policies and practices regarding revenue recognition,
revenue reporting, and the inclusion or exclusion of certain revenue from Gross Revenue as
circumstances, business practices, and technology change.

You

Franchisee must send Franehiserus a signed report (“Gross Revenue Report(s)”) on or before the
tenth-{10™M) day of each month for the immediately preceding calendar month, in the manner and
form specified by Franehisorus. Each Gross Revenue Report must set forth: (i) Eranchisee’syour
Gross Revenue generated during the previous calendar month; (ii) Eranehisee’syour calculation of
the Royalty Fee and Brand Fund Contribution—{defined—in-Seetion—3:5);; and (iii) any other
information Franchiserwe may require. Franchiserln lieu of the Gross Revenue Report, we
currently collect Gross Revenue data through our digital platform system but we reserve the right
to require a Gross Revenue Report be submitted to us as described above in the future upon notice.
We may change the form, content, and/or interval of the Gross Revenue Report from time to time
and/or require Franehiseeyou to submit Gross Revenue Reports upon notice to Franchiseeyou.

3. Local Advertising Requirement. We reserve the right to require that all or a portion of the Local
Advertising Requirement be paid to us or an Approved Supplier for products or services that we or
a third party provide or for use in marketing channels that we require you to use.

For purposes of the Franchise Agreement and this disclosure document, the term “Business
Judgment” means the exercise of reasonable business judgment in making Franchisor’s decision or

exercising Franchisor’s rights. Franchisor’s 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 Franchisor’s decision or action is intended, in whole or significant part, to promote or
benefit the franchise System generally, even if the decision or action also promotes Franchisor’s
financial or other individual interest. Examples of items that will promote or benefit the franchise
System include, without limitation, enhancing the value of the Proprietary Marks, improving
customer service and satisfaction, improving product quality, improving uniformity, enhancing or
encouraging modernization, and improving the competitive position of the franchise System. This
is a defined term for the purposes of the Franchise Agreement and this disclosure document and is
not intended to incorporate principles related to the application of the business judgment rule in a
corporate law context.
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ITEM7

ESTIMATED INITIAL INVESTMENT

A. YOURESTIMATED INITIAL INVESTMENT FOR A NEW FRANCHISED BUSINESS

Method
. Amount " v To Whom
Type of Expenditure® Due Payment is to be
Paid
) Low High Paymen
t
Upon
execution
Initial Franchise Fee® | $54,900 $68,000 | ump | ofthe g
Sum Franchise
Agreemen
t
Upon
Franchisor Directed execution
AdvertisingOpening Lump | of the
Assistance Fee $65,000 $65,000 Sum Franchise Us
Deposit® Agreemen
t
As -
Travel Expenses to e As Airlines, Hotels
Training® $1.000 $3,000 anﬂ Incurred | and Restaurants
. As
Rentand-Security $ As
Deposit“ and Rent® 9003500 $812,000 anurre Incurred Landlord
Inventory, Furniture As
Fixtures and $10,000 $70,000 | Incurre | 23 . Us Vl?”dors and
Equipment® d Incurre Suppliers
As -
s As Utility
(57)
Utilities $250 $750 (Ijncurre Incurred idersProviders
As
Leasehold $25,000 $65115000 | Incurre | A Contractors
Improvements(©® d Incurred
Mad@nngﬁéusiness As As Vendors and
Management and $51,000 $73,000 (Ijncurre Incurred supphiersSuppliers
Technology System®
As
Technology Fee — As Us, Vendors and
(3 Months)*? L7197 1797 anw Incurred | Suppliers
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; As Us; and third-
Fixtures-and As T
Equipment®Online SIO000TAL | $36000IAL | INCUITe | jprgq | DALY vendorsznd
Local Presence Fee®V suppliers
Mana e'\m/I:rrllt(igg As As Us and

9 $1,000500 $3000L500 | Incurre || .| supphiersthird-
S @Fgek a(12) d party vendors
. . As .
Licenses, Permits, and — Prior to
Certifications® $0 $2,500 :jncurre Openin: Government
Professional Fees As As Professional
lawyer, accountant $500 $2,000 Incurre Incurred | Service Firms
etc.)® d Incurred
Insurance Deposits As Prior to Insurance
and Initial $1,8006,000 $2,50012,000 | Incurre Openi C
Premiums®e1) d pening ompany
As As
i (1116)
Signage $5,000 $811,000 :jncurre Incurred Vendor
As As
Office Expenses2L) $500 $1,000 Incurre | | Vendors
d ncurred
Licenses;Permits;-and $0 $2,500 As Priorto Government
Fechnology-Fee $2797 $1.797 As As Us-\enders-and
{3-Menths)& Ineurred | daeurred Suppliers
Dues and $1.0004.395 $8.0004.895 ﬁ]f:urre As Us, Vendors and
Subscriptions©®® R R Incurred | suppliers
ete. )6
7 ‘i i esl
TFravel-Expenses-to As As Hetels;Vendors
Fraining®Grand $25015,000 $322,000 Incurre Incurred and
Opening Marketing®? d Restaurantssupplie
rs
As Employees,
Additional Funds (3 As utilities,
Months) @420 $20,000 $50,000 (Ijncurre Incurred | suppliers, us and

other third parties
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TOTAL®®

ESTIMATED $134.997156,08 | $272,447387,08
INITIAL 9 9
INVESTMENT @

Explanatory Notes:

1. Generally AIthough you are not obllgated to secure-0 btaln and ogen an Approved Location until
8 y (180} days after you
execute your Franchlse Agreement—the chart above assumes that you operate your Franchised
Business from a leased commercial retail showroom, which is approximately 500 to 4+;5862,000
square feet. All fees and payments described above are non-refundable, unless otherwise stated or
permitted by the payee. Actual costs will vary for each franchise location depending on a number
of factors, including market eenditienconditions and the geographic location of your Franchised
Business.

2. Initial Franchise Fee. Upon execution of your Franchise Agreement, you must pay to us an Initial
Franchise Fee of $54,900 which you must pay in a lump sum. If you purchase a territory that
includes more than 80,000 Qualified Households, then you will be required to pay us $0.70 for
each additional heuseheldQualified Household, up to an additional 20,000 Qualified Households
et e 00000 Conlined Hansnhalds, The additional household fee also applies to multi-
unit franchise purchases. The Initial Franchise Fee is non-refundable and deemed fully earned upon
execution of your Franchise Agreement.

3. FranchisorDirected-AdvertisingOpening Assistance Fee-Depesit. Simultaneously with execution
of your Franchise Agreement and the payment of your Initial Franchise Fee, you must pay us a
two-menth-Local-Advertisingan Opening Assistance Fee Bepesit-in an amount equal to $65,000.
The Local-AdvertisingOpening Assistance Fee Depesitrelates to opening assistance services that
include: the cost of attending the initial training program, access to the learning management paths,
and certain meals during the Initial Training Program, any on-site visits that the operational and
support team will make, the initial cost of marketing setup, which includes, but is not limited to,
the initial creation of collateral, website, and other marketing setup items (but excludes the ongoing
cost that may be applied-towardspaid to us, vendors, or affiliates of additional collateral and other
marketing channels), the initial cost of setup with miscellaneous software and technology utilized

through the Ilfe of the business but does not cover the onqomq cost of software and technology that

Fee—DepesHbusmess and our admlnlstratlve cost of assisting Wlth of |n|t|al qual and compllance
guidance that we may provide in our sole discretion. This fee is refundable-on-a-pro-rated-basis-if
the-a single fee for one Franchise Agreement is-terminated-prior-to-completing-two-months—of
operationor multiple franchise agreements under a single Multi-Unit Addendum. Each Multi-Unit
Addendum will have a separate Opening Assistance Fee. The Opening Assistance Fee is not
refundable.

4. Travel Expenses to Training. We estimate that your travel expenses for initial training will be
between $1,000 and $3,000. While we do not charge you and up to 2 additional persons to attend
the phases of our Initial Training Program, you are required to pay for transportation to and from
our Initial Training Program and pay all expenses associated with lodging, meals and other
miscellaneous expenses during the time of training (including any employee wages). The range

© 20232024 Al Kitchen & Bath Franchising, LLC 29
20232024 FDD 1-V1F(MN)

[ Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" ]




assumes, on the low end, that no additional people other than you will attend the Initial Training
Program, and, on the high end, 2 additional people will attend our Initial Training Program with
you. Any amounts that may be collected by the Franchisor/affiliate in the future are amounts
payable to third party vendors.

4.5.  Rentand-Security Deposit and Rent. We require that you manage and operate your Approved
Location from an approved retail showroom facility with sufficient space, initially between 1,000
and aat \whi ithin 180 oU—axea a vn nehica

a security deposit at the time of signing your lease. The amount of your security deposit will vary
depending on your landlord, occupancy rate, length of lease, personal vs. corporate signature, and
your personal financial history. The amount of your rent will vary depending on yeurthe landlord,
the location, square footage, length of the lease, and general market conditions—Fhe-high-end

6. Inventory, Furniture, Fixtures and Equipment. This estimate covers the Approved Location
equipment, furniture, fixtures and other items such as a desk, file cabinet, chairs, miscellaneous
office supplies, sample cabinet products, décor, retail display, storage shelving and similar items.

5.7. Utilities. To secure the appropriate utilities for the operation of your Approved Location, including
electricity, water, sewer and Internet access, you will be required to pay upfront deposits to each
applicable utility company.

6.8. Leasehold Improvements. Our estimate for your initial expense for leasehold improvements is
based on the assumption that you will lease the space from which you operate your Franchised
Business. Our standard franchise offering, and corresponding Item 7A Chart estimate assumes that
the premises of your Approved Location will be approximately 500 to 4;5002,000 square feet with
an appropriate design and layout that allows the space to accommodate the showroom without
substantial construction or demolition to the existing space. The low end of this estimate assumes
that you will operate from a smaller footprint in the range of 500 square feet and the space will
otherwise not need any mechanical changes. The high end includes $30,000 for a fit our vendor
that provides full service management of the construction process.
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9. Business Management and Technology System. You must purchase the Business Management and

Technology System {Hem-11.Gbelow)-comprised of the computer hardware and software we
designate for use in connection with your Franchised Business prior to commencing operations.
You must purchase the components of the Business Management and Technology System from
third—-parties or Approved Suppliers. The Business Management and Technology System may
include, but is not limited to: (i)- a business-class laptop computer with performance capabilities
sufficient to run all of the software required to operate your Franchised Business; (ii)-a laser printer
meeting our standards and specifications; (iii)- updated versions of QuickBooks, Microsoft Office,
and antivirus software; (iv)- a tablet with Internet access and a smartphone; and (+)-iv) fees related
to the managed service desk required to operate the Franchised Business. This includes setup fees
and licensing fees for the first three {3}-months of operation. The Business Management and
Technology System includes software and related services that include fees that are paid through
the Technology Fee (i.e., ServiceMinderour digital platform system, Managed Service Desk Fee,
among others)._ The low end of this estimate assumes that you already have some or all of the
required hardware or software. The high end assumes that you will need to purchase all of the
components. The estimated amount for this section does not include the Technology Fee, which is
set forth separately in the Item- 7 table.

10. Technology Fee (3 Months). The Technology Fee currently includes fees related to your access to
and usage of our reservation system, intranet, any mobile applications we develop, and the System
website. We may add, delete, or otherwise modify the products and services that are included in
the Technology Fee. There is no cap on the amount the Technology Fee may be increased. The first
month will be assessed pro rata from the date on which you begin offering Approved Products
and/or Approved Services and collected on the 10th of the following month.

11. Online Local Presence Fee. The Online Local Presence Fee currently includes the following:
website management, development, updating, maintenance, enhancement, and brand reputation

management.

12. Marketing Management Fee. The Marketing Management Fee currently includes the following
localized marketing support: email marketing, social media, promotions and offers, creative
support, public relations management, tradeshow support, and paid media support.

13. Licenses, Permits, and Certifications. You must apply for, obtain and maintain all required permits
and licenses necessary to operate the Franchised Business. The licenses will vary depending on
local, municipal, county and state regulations. All licensing fees are paid directly to the
governmental authorities when incurred and are due prior to opening the Franchised Business.

14. Professional Fees. This estimate is based on the fees necessary to create a franchisee entity and
retain legal counsel and accountants to do initial corporate filings and set up bookkeeping and bank
accounts.

10.15. Insurance Deposits and Initial Premiums. We estimate that your initial insurance deposit and initial
premiums will be approximately $1,800-t0-6,000 to $12,000. We assume that you will pay
annually. The costs would be less in the first 3 months if you pay semiannually, quarterly, or
monthly.$2;509- You should check with your local agent for actual premium quotes and costs, as
well as the actual cost of the deposit. The cost of coverage will vary based upon the area in which
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your Franchised Business will be located, your experience with the insurance carrier, your loss
experience, your level of sales, and other factors beyond our control. In some states the cost could
be higher depending on availability, competition and broker coverage. You should also check with
your insurance agent or broker regarding any additional insurance that you may want to carry
beyond what we require you to obtain.

11.16. Signage. You are required to obtain and display signage for your Approved Location. The high end
of this estimate assumes that you will obtain multiple signs.

12.17. Office Expenses. You will have an office in your Approved Location and are otherwise required to
have a desk, file cabinet, chairs, miscellaneous office supplies and other items. We estimate that
your office equipment, furniture and supplies will cost up to $1,000, depending on what items you
already have that are available for use.

431 —Dues and Subscriptions. The Dues and SUbSCI’IQtIOﬂS currentl¥ mclude fees related to ¥our access
and usage to the design software H

K ired-to operate the Franchlsed
Busmess This includes setup fees and licensing fees for the first three months of operation.

de5|qn software ranqes from $4 395 (W|th Ledgmg—meal&and—ether—nmsee”aneeu&e*pensesa esa $500

discount) to $4,895 for an annual subscription the first year. Thereafter the annual subscription is
$375 per year. Closet design software comes with a 90-day free trial so there is no expense during
the first 90 days. After the trial period you may pay $1,800 annually or $200 per month. These
fees may be increased by the third-party provider by an amount not to exceed 25 % annually.

4#1—Grand Opening Marketing. In connection with the opening of the Franchised Business, you must
spend a minimum of $15,000 for grand opening advertising and promotion in the 30 days prior to

opening the Franchised Business and the 60 days after opening the Franchised Business in
accordance with a plan that you must submit to us. We have the right to modify your grand opening
plan, in our sole discretion, and may require you to use a public relations or other advertising firm
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to assist with your grand opening. No amount paid by you for your grand opening will be credited
toward your Local Advertising Requirement. You must provide us with supporting documentation
VIdencmg these exgendltures upon request. Hm&ef—#awﬂg—émelﬁdmg-any—empleyeewages)—'me

“ [ Formatted: Justified ]
19. If you enter into Multi-Unit Addendum with us, you will only be required to spend $15,000 in total
for Grand Opening Advertising for all Franchised Businesses so long as they are located in
contiguous Designated Territories. We reserve the right to increase the required spend to $22,000
as we deem necessary.

48:20. Additional Funds (3 Months). The estimate of additional funds between $20,000 and $50,000 is for
a period of at least three{3} months, and is based on an owner-operated business and does not
include any allowance for an owner’s draw or salary. This estimate includes ongoing fees that you
will be required to pay throughout your operation of the Franchised Business such as Royalty Fees,
local advertising expenses, Call Center Fees, Brand Fund Contributions, etc. This estimate does not
include any fees paid for debt services. These-figures-are-estimates-and-we-cannot-guarantee-that
you-willnet-have-additional-expenses-in-starting-the-business—If you are converting your business

to a Franchised Business, you may already have equipment, insurance and other items and this
amount may be lower.

19.21. Total. This is an estimate of your initial start-up expenses for ene-{1) Franchised Business. These
estimates are based on our experience in offering and selling franchises, as well as the experience
of our existing franchisees and estimates we have received from third-party vendors.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

B.—— YOUR ESTIMATED INITIAL INVESTMENT FOR A MULTI-UNIT OFFERING
To Whom
Payment
is to be
Amount :
Exponditarets | OTering Payment | Winen Due | Paid
p ¥ Deleted Cells
Low High
2-Pack $94,900 $122,900 Upon
Multi-Unit 3-Pack. $129,900 $171,900 Lump ei‘ﬁ:‘ﬁgﬂff Us
Fee® 4-Pack_ $164,900 $220,900 Sum Unit
5-Pack_ $189,900 $259,900 Addendum
Initial Upon Us; Inserted Cells
Investment to SEE; tem; Execution of | Approved
Open Initial B $80.,097101,189 | $203,547318,189 ALum Franchise | Suppliers;
Franchised Su*Qm or Agreement, | Airlines,
Business® — Prior to third-party
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As Opening, or | suppliers;
Incurred | As Incurred | and

employees

Deleted Cells

5-Pack $12,000 $12;000 S the-Mu - Us-

This is the total estimated Deleted Cells
initial investment to enter Deleted Cells
into a Multi-Unit
Addendum for the right
to develop each of the
multi-unit offerings we
typically offer under a
Total® Multi-Unit Addendum,
4-Pack | $253,997266,089 | $433,447539,089 | as well as the costs to
open and commence
operating your initial
Franchised Business for
the first three(3) months.-

5-Pack | $281,997291,089 | $475447578,089 Deleted Cells

2-Pack | $177,997196,089 | $329,447441,089

3-Pack | $215,997231,089 | $381,447490,089

Explanatory-Notes:
Explanatory Notes:

1. Generally. All fees and payments are non-refundable, unless otherwise stated or permitted by the
payee. This Chart-7B details the estimated initial investment associated with executing a Multi-
Unit Addendum for the right to own and operate between two—{2)-and-five{ to 5} Franchised
Businesses, as well as the initial investment to open your initial Franchised Business.

2. Multi-Unit Fee. You will be required to execute a Franchise Agreement for each of the Franchised
Businesses you are granted as part of your Multi-Unit Offering, as well as our prescribed form of
Multi-Unit Addendum, all at the same time. Upon the execution of these agreements, you will be
required to pay us a Multi-Unit Fee in the amount of $94,900 for the right to operate two—(2)
Franchised Businesses, $129,900 for the right to operate three{3} Franchised Businesses, $164,900
for the right to operate four{4} Franchised Businesses, and $189,900 for the right to operate five
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{5} Franchised Businesses, which must be paid in a lump-sum at the time you sign the Multi-Unit
Addendum. -This includes the Multi-Unit Fee if you elect not to increase the number of households
within your Designated Territory (Low) and if you increase to the maximum number of additional
households (High). It does not include the Opening Assistance Fee, which is included in the Initial
Investment to Open Initial Franchised Business. If you wish to increase the number of Qualified
Households in your Designated Territory, then you will be required to pay us an additional $0.70
per Qualified Household up to an additional 20,000 Qualified Households per Designated Territory.
The Multi-Unit Fee is deemed fully earned and non-refundable upon payment.

3—Initial Investment to Open Initial Franchised Business. This figure represents the total estimated

4.3.

initial investment required to open the initial Franchised Business under the Multi-Unit Addendum.
You will be required to enter into our current form of Franchise Agreement to govern each
Franchised Business you are granted the right to operate at the same time you sign your Multi-Unit
Addendum. The range includes all the items outlined in Chart 7(A) of this Item, except for the
$54,900 Initial Franchise Fee because, upon full payment of the Multi-Unit Fee, you will not be
required to pay any Initial Franchise Fee in connection with your Franchised Businesses.

54

. Total. Please note that this row does not include the initial investment you will need to undertake

in connection with opening your second and any other additional Franchised Businesses you are
granted the right to open under your Multi-Unit Addendum. The amounts listed in this Section
include the initial investment to open your initial Franchised Business set forth in Note- 2
immediately above, as well as the applicable Multi-Unit Fee (which is substituted for the Initial
Franchise Fee that would otherwise be due with each franchise agreement). The amounts listed
assume that all territories are contiguous. If the territories are not contiguous, then for each
additional noncontiguous territory or group of noncontiguous terrltorles the grand opening
marketing fee will increase from a low of

doHars{$7,0006)-$15,000 to a high of $22,000. If a Franchisee purchases more than 3 Designated
Territories, we sometimes require they open a second showroom. Factors in determining when a
second showroom is required include physical size of territory, distance across the territory, and
travel patterns, and concentration of populations. We would expect a second showroom to open
12 or more months after the opening of the first showroom. The cost to open a second showroom
would range from $82,250 to $185,750.

ITEM8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must operate your Franchised Business in conformance with our methods, standards and

specifications which we prescribe in our confidential and proprietary operations manual (the “Operations
Manual™;”) and various other confidential manuals, writings, and other information prepared by us for
your use in operating a Franchised Business -(together with the Operations Manual, the “Manuals”). We
may periodically change our standards and specifications at our sole discretion, and you must comply with
all changes.
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Approved Products and Approved Services

All Approved Products that we may designate, Approved Services, Approved Location--/Storage
Facility, vehicles, supplies, equipment, tools, uniforms, forms, advertising materials, computer hardware
and software, and inventory used by you in connection with the Franchised Business must meet our then-
current System standards and specifications, including, but not limited to, branding requirements (including
color and label requirements), which we will establish and modify at our discretion. You may incur an
increased cost to comply with such changes at your own expense.

We reserve the right to require you to purchase any of the items or services necessary to establish
and operate your Franchised Business in accordance with our standards and specifications and/or from an
Approved Supplier, from us, our affiliate(s), or our designated vendors and suppliers.

You must offer for sale all Approved Products and Approved Services that we may later designate

} i ibe, and only those products and services which we prescribe. You

may not offer any other products or services for sale without having received our prior written authorization.

You must at all times maintain sufficient levels of inventory as specified in the Operations Manual to

adequately satisfy consumer demand. You must offer, use and sell all private label products which we may

now or in the future designate for sale by System franchisees. Private label products, to the extent required,
are included in the Initial Inventory expense set forth in the Item 7 table.

Some suppliers may provide us with test equipment for use in our training center, advertise in our
newsletters, and may also sponsor events and/or rent booth space at our Annual Conference or regional
meetings.

Approved Suppliers

If established, we may be the Approved Supplier for the Call Center and reserve the right to be the
Approved Supplier for other products and services in the future. Currently we are an Approved Supplier of
marketing services. You must purchase your initial inventory, Business Management and Technology
System—(defined—below—in—ttem-11);, branded items, signage and marketing materials,—an¢ computer
equipment and software, insurance, grand opening marketing, and other ongoing marketing from one of
our Approved Suppliers (defined in the following paragraph) or in accordance with our standards and
specifications. Currently, our affiliates are not Approved Suppliers, but we reserve the right to require you
to purchase additional items or services from our affiliates in the future.

Recognizing that preservation of the System depends upon product and service uniformity and the
maintenance of our trade dress, you must purchase product samples and other supplies, services, computer
hardware and software, and other equipment from us or from approved or designated suppliers that we will
specify from time to time in the Operations Manual and otherwise in writing (each an “Approved
Supplier”). We, our affiliate, or a designated third party may be one of several, or the only, Approved
Supplier of any item. We are not currently the only Approved Supplier of any item. We reserve the right to
require you to purchase any products and services, including equipment, supplies, computer hardware and
software directly from us or our affiliate. We and our affiliates have the right to realize a profit or otherwise
derive revenue on any products or services that we, our affiliates, or our Approved Suppliers supply and/or
provide to you.

We may establish business relationships, from time to time, with suppliers who may produce and/or
provide certain products or services that you are required to purchase from only that supplier (each a

“System Supplier”). These ApprevedSystem Suppliers may provide, among other things, supplies, fixtures,
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technology, software, and equipment, all in accordance with our proprietary standards and specifications
or private label goods that we have authorized and prescribed for sale by System Franchised Businesses.

Ownership Interest in a Supplier / Revenue Derived from Regional Franchise Purchases and Leases

Except where we are the approved supplier for items you must purchase, none of our officers
ewnsown any interest in any supplier with whom you are required or recommended to do business.
Franchisor is an approved supplier of marketing services but is not the exclusive approved provider of

marketing services.

Underseme-cireumstances;-we

We may derive income in the form of rebates or marketing allowances paid to us by Approved
Suppliers that we require you to use. During our last fiscal year ended December 31, 20232022, we did-rot
receive—anyreceived rebates totaling $7,012, and did—net-derive—anyderived revenue of $1,152 from
franchisees’ required purchases- of Marketing Fees. During our last fiscal year ended December 31,
20232022, our affiliates-did-notderive-anyaffiliate TD Fulfillment Services, LLC, LLC derived revenue of
$613,882 from our franchisees’ required purchases. The total revenue of $622,044 represents 42% of
Franchisor’s total revenue.

Your obligations to purchase certain products or services from us or our Approved Suppliers; and
to purchase products, services, supplies, fixtures, equipment, computer hardware and software, training and
real estate that meet our specifications; are considered “Required Purchases.” We estimate that your
Required Purchases will account for approximately 70% to 95% of your total purchases and leases incurred
in establishing your Franchised Business, and approximately 70% to 95% of your total ongoing purchases
and leases to operate the Franchised Business after the initial start-up phase.

Alternative Product or Supplier Approval

If you wish to purchase any unapproved item, including inventory, and/or acquire approved items
from an unapproved supplier, you must provide us the name, address and telephone number of the proposed
supplier, a description of the item you wish to purchase, and the purchase price of the item, if known. At
our request, you must provide us, for testing purposes, a sample of the item you wish to purchase. We are
not required to approve any particular product or supplier. We may base our approval of any such proposed
item or supplier on considerations relating not only directly to the item or supplier itself, but also indirectly
to the uniformity, efficiency and quality of operation we consider necessary or desirable in our System as
awhole, as well as the maintenance of our Confidential Information-{defined-below-in-tem-14).. We reserve
the right to receive payments from suppliers on account of their dealings with you and other Franchised
Businesses and to use all amounts we receive without restriction (unless instructed otherwise by the
supplier) for any purposes we deem appropriate. We are not required to approve an unreasonable number
of suppliers for a given item if we believe that such approval may result in higher costs or prevent the
effective or economical supervision of approved suppliers.

You will be required to pay us a ene-thousand-delar{$$1,000) alternative supplier fee-~/new
product review fee plus our actual cost of the inspection and our actual cost of testing the proposed product
or evaluating the proposed service or service provider, including personnel and travel costs to review any
alternate supplier. We will use reasonable efforts to notify you in writing if your request is approved or
denied within thirty(30) days of: (i) our receipt of all supporting information from you regarding your
request; and (ii)- our completion of any necessary inspection or testing associated with your request. If we
do not provide written approval within this time period, then your request will be deemed denied.
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We may, but are not required to, provide your proposed supplier or provider with its specifications
for the item that you wish the third party to supply, provided that the third party executes our required non-
disclosure agreement form. Each supplier that we approve of must comply with our requirements regarding
insurance, indemnification and non-disclosure. If we approve any supplier, you may enter into supply
contracts with that third party, but under no circumstances will we guarantee your performance of any
supply contract.

We may reinspect and revoke our approval of particular products or suppliers if we determine that
such products or suppliers no longer meet our standards. Once you receive written notice from us that we
have revoked our approval, you must immediately cease purchasing products from that supplier.

We do not provide any material benefit to you if you buy from sources we approve, but we may
default you under (or terminate) your Franchise Agreement, or otherwise deny your request to renew these
agreements, based upon your failure to make required purchases from our Approved Suppliers or otherwise
in accordance with our standards and specifications.

Approved Location

You will operate the Franchised Business from an Approved Location that meets our standards and
specifications. The Approved Location must be between 500 — 4,5002,000 square feet. The Approved
Location should include a designated office space in addition to a retail store front. If you operate in multiple
territories that are contiguous, you will only be required to have ere{1} Approved Location. If you operate
in multiple territories that are not contiguous, you will be required to have an Approved Location in each
Designated Territory.

We must review and approve any proposed location, as well as any lease associated with the
proposed location prior to your entering into any lease for the proposed location. You must secure the
Approved Location within-sixty-{60)-eays-and open the Franchised Business within one hundred eighty
(180) days of executing the Franchise Agreement, in the event that you have not already obtained our
approval prior to executing the Franchise Agreement. We may provide you with standards and
specifications for the design and layout of the premises of the Approved Location. Your Approved Location
is subject to our approval and must meet our specifications. You must have your landlord execute our form
of Collateral Assignment (attached te-the-Franchise-Agreement-as Exhibit GH to the FDD).

Advertising and Promotional Materials

We must approve all self-generated advertising materials (advertising materials created by you)
prior to publication or use.

Insurance

You must purchase and maintain, at your own expense, insurance covering the operation and
location of your Franchised Business as we may require. You must purchase the required insurance at least
thirty 30} days before opening your Franchised Business or upon signing a lease for the Approved
Location. The limits described in the paragraph below are the minimum amounts that you are required to
purchase. If you sign a lease or contract that requires a higher amount than provided below, then you must
obtain the higher level of coverage under the terms of the lease or contract. If you sign a lease or contract
that does not require as much coverage, you must still purchase enough insurance to meet our requirements.

You must obtain the insurance coverage that we require from time to time as presently disclosed in
the Manuals and as we may modify it. All insurance policies required under your Franchise Agreement and
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as set forth in the Franchise Agreement (excluding workers’ compensation) must name us, our officers,
directors, shareholders, partners, agents, and representatives as additional insureds. The insurance policies
must include a provision that the insurance carrier must provide us with no less than thirty(30} days’ prior
written notice in the event of a material alteration to, or cancellation of, any insurance policy. A certificate
of insurance must be furnished by you to us at the earlier of ninety-(90} days after the Effective Date of the
Franchise Agreement or prior to the commencement of our Initial Training Program-(defined-in-Hem-11)-.
Insurance coverage must be at least as comprehensive as the minimum requirements set forth in the
chartparagraphs below and in the Franchise Agreement-{Article-9-of-the-Franchise-Agreement).. You must
consult your carrier representative to determine the level of coverage necessary for the Franchised Business.
Higher exposures may require higher limits. Presently, our insurance requirements are as follows:

A Comprehensive general liability insurance extended to include contractual
liability, products and completed operations, and personal and advertising injury, with a combined bodily
injury and property damage limit of at least $1,000,000 per occurrence, $2,000,000 in aggregate;-

B. Statutory werkers*workers' compensation insurance and empleyers’employers'
liability insurance as required by the law of the state in which the Franchised Business is located, including
statutory workers’workers' compensation limits and empleyers’employers' liability limits of at least
$1,000,000: (include coverage of independent contractors who do not have worker’s compensation);

C. Commercial vehicle liability insurance with limits of not less than $1,000,000
combined single limit for all owned, hired, and non-owned vehicles you, your employees, or any other
person performing work on your behalf, operate;_

D. Business interruption insurance equal to twehwe—{12) months of your net income
and continuing expenses, including Royalty Fees;

E. Commercial umbrella liability insurance with a total liability limit of at least
$1,000,000;_

F. Employment practices liability insurance with a limit of at least $250,000
(increasing to $500,000 if you have 5 or more employees), including actions of a third party, and a minimum
of $25,000 for wage and hour disputes;

G. 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, with a minimum
limit of $500250,000 per claim and in the aggregate; and

H. All other insurance that we require in the Operations Manual or that is required by
law or by the lease or sublease for the Franchised Business._

l. For all subcontractors and independent contractors that you use, we recommend
the following insurance requirements:

i The subcontractor(s) and/or independent contractor(s) shall carry the same
limits and coverages that are carried by you;

ii. You shall be named as an additional insured under the subcontractor(s)
and/or independent contractor(s) policy(ies);
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iii. The subcontractor(s) and/or independent contractor(s) policy(ies) shall
carry a waiver of subrogation endorsement as well as a primary and non-contributory endorsement; and

iv. Any policy shall provide a thirt/{30} days’ notice of cancellation.

We must approve all insurance carriers in advance and in writing. All insurance policies must be
issued by insurance companies with a rating of A-VII or better, as reported in the most recent edition of
AM. Best’s Insurance Reports. Our acceptance of an insurance carrier does not constitute our
representation or guarantee that the insurance carrier will be capable of meeting claims during the term of
the insurance policy._

Computer Hardware and Software

You must purchase any computer hardware, software and peripherals that meet our System
standards and specnflcatlons PIease—see—Hem—H—eLﬂus—Franehme—Dweloa&re—Deeumamepaddmenal

mamtam and use the business management and technoloqv svstem that we specify perlodlcallv in the

Manuals to: (i) enter and track purchase orders, and receipts and customer information; (ii) update
inventory; (iii) enter and manage your customer’s contact information; (iv) generate sales reports and
analysis relating to the Franchised Business, and (iv) provide other services relating to the operation of the
Franchised Business (“Business Management and Technology System”).

The Business Management and Technology System currently includes a laptop computer, a tablet
computer, a printer and a smartphone device. Specifications for the brand, operating capabilities, and
functionality of these hardware components will be set forth in the Manuals and is subject to change. At a
minimum, the components of the Business Management and Technology System must be connected to the
Internet via a high-speed Internet connection and must be able to run our designated software programs
and general business software such as email, word processing, and similar programs.

The Business Management and Technology System will use third-party software from our
approved vendors, including our digital platform system, for point-of-sale functions, email marketing, and
all customer management functions. For any proprietary software or third-party software that we require
you to use, you must execute and be responsible for the fees associated with any software license
agreements or any related software maintenance agreements that we or the licensor of the software require.

Purchasing and Distribution Cooperatives; Rebate Programs

We currently do not have any purchasing or distribution cooperatives; however, we reserve the
right to establish these types of cooperatives in the future. We may negotiate certain purchase arrangements
(including price terms) for the purchase of certain items with suppliers for the benefit of franchisees.

ITEM9
FRANCHISEE’S OBLIGATIONS

The table lists your principal obligations under the Franchise Agreement and other
agreements. It will help you find more detailed information about your obligations in these
agreements and in other items of this disclosure document.

© 20232024 Al Kitchen & Bath Franchising, LLC 40
20232024 FDD 1-V1F(MN)

[ Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" ]




Obligation

Section in

Franchise Agreement

Section in
Multi-Unit
Addendum

Item of

Disclosure
Document

a. Site selection and
acquisition / lease

Section 7.1

Not Applicable

Items 7, 11 and 12

b. Pre-opening purchases
/ leases

Sections 7.1,7.3,7.4, 7.6,
7.8and 7.11

Section 4

Items 7 and 8

c. Site development and
other pre-opening
requirements

Sections 7.1 and 9

Not Applicable

Items 6, 7, 8 and 11

d. Initial and ongoing Sections 7.2 and 8 Section 6 Item 11
training

e. Opening Section 7.3 Not Applicable Item 11

f. Fees Sections 2.2.9, 3, 6, 7.4.3.1, Sections 2, 3,7, 8 Items 5, 6, 7 and 11

765.1,812,8.13,8.2,
8.3,95,11.1,12.3,125.3,
14.3.2.8; 22.8, and the Data
Sheet-and-ExhibitH

and 9

g. Compliance with
standards and policies
/ operations manual

Sections 6, and 7

Not Applicable

Items 8 and 11

h.  Trademarks and
proprietary
information

Sections 4, 5, 7.8 and 7.14

Not Applicable

Items 13 and 14

i. Restrictions on

Sections 1.2 through 1.8,

Not Applicable

Items 8, 12 and 16

products / services 7.4and 7.5
offered
j  Warranty and Section 7.18 Not Applicable Item 15

customer service
requirements

k. Territorial
development and sales
quotas

Not Applicable

Not Applicable

Items 12 and 17

I. Ongoing product /
service purchases

Sections 7.4 and 7.5

Not Applicable

Items 8 and 11

m. Maintenance,
appearance and
remodeling
requirements

Sections 7.1.2, 7.15; and
7.17

Not Applicable

Items 6, 8, 11, and
12
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Section in Section in Item of
Obligation Multi-Unit Discl
Franchise Agreement Addendum Dlosgucr);g:ﬁ
n. Insurance Section 9 Not Applicable Items 7 and 8
0. Advertising Section 12 Not Applicable Items 6 and 11
p. Indemnification Section 13.2 Not Applicable Item 6

g. Owners’ participation
/ management /
staffing

Sections 7.6.3 through
7.6.5,and 7.10

Not Applicable

Items 11 and 15

r. Records and reports

Sections 10 and 11

Not Applicable

Item 6

s. Inspections and audits

Sections 7.7 and 11

Not Applicable

Items 6 and 11

t. Transfer Section 14 Section 10 Item 17
u. Renewal Section 2.2 Section 9-11 Item 17
v. Post-term obligations Sections 16.1 and 17.2 Not Applicable Item 17
w. Noncompetition Section 17 Not Applicable Item 17
covenants
x. Dispute Resolution Section 18 Not Applicable Item 17
ITEM 10
FINANCING

We do not offer direct or indirect financing to you. We do not guarantee your note, lease or other

obligations.

ITEM 11

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEM AND TRAINING

Except as listed below, we are not obligated to provide you with any assistance.

A Pre-Opening Obligations

Before you open your Franchised Business, we (or our designee(s)) will provide you with the
following assistance:

1 We will define your Designated Territory (Franchise Agreement, Section- 1.2). We do not generally
own a premises which is then leased to a franchisee.

2. We will provide you with site selection guidelines and general specifications and standards,

including any specific requirements—{Franchise-Agreement—ExhibitE).. We consider some or all of the

following factors when determining whether or not a site meets our approval: general location and
neighborhood, size, physical characteristics of existing buildings, and lease terms.
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3. We will provide initial training in the System and our policies and procedures to your required
trainees (Franchise Agreement, Section- 8).

4. We will provide you with either a written copy or electronic access to our Operations Manual and
other manuals, on loan as long as the Franchise Agreement or successor franchise agreement remains in
effect. The table of contents for the Operations Manual is attached as Exhibit GK to this Franchise
Disclosure Document. The Operations Manual is currently 13061 pages (Franchise Agreement,
Section 6.1).

5. We, or an approved third-party supplier, will deliver to you your initial supply of inventory and
supplies, which you must offer for sale to your customers. We will also provide you with a list of approved
and recommended suppliers and a list of equipment that you will need to operate your Franchised Business.
We do not deliver or install any of these tools or pieces of equipment (Franchise Agreement, Section 6.2).

6. We will provide advice and guidance, as we deem necessary in our sole discretion, in preparing
you to open your Franchised Business, including standards and procedures for obtaining inventory and
supplies, providing approved services, advertising and promoting the business, and otherwise operating the
Franchised Business during the start-up phase (Franchise Agreement, Section 6).

8.7. We will approve your Franchised Business opening, provided that you have met all of our
requirements for opening, including completion of initial training, obtaining a vehicle that meets our
requirements, and purchase of the Initial Inventory and all necessary tools and equipment. We estimate that
the typical length of time between signing a Franchise Agreement and opening your Franchised Business
is approximately ninety(90) to ene-hundred-and-fifty-(150180) days. Factors affecting this length of time
include, among others: hiring of the requisite employees; successful completion of initial training; local
ordinances or community requirements; obtaining a vehicle that meets our requirements; issuance of all
necessary licenses, permits and approvals; and procuring required insurance. You must select and secure
your Approved Location no later than sixty-{66}90 days after the effective date of the Franchise Agreement;
and must open the Franchised Business no later than one hundred eighty (180) days after the effective date
of the Franchise Agreement. We may extend this deadline, in our sole discretion, which we may condition
on you executing a-general-release-in-ourfavor{your Franchise Agreement,- or we may terminate your
Franchise Agreement upon notice to you (Section-_7.3)-_of the Franchise Agreement) and retain the Initial
Franchise Fee.

9.8.  We will provide you with a dedicated phone number which you must use in connection with your
Franchised Business and in all marketing items (Franchise Agreement, Section- 7.11).

We will not provide general business or operations training to your employees or independent
contractors; however, we may provide limited training on the System and brand standards to your key
employees. You will be responsible for training your employees and independent contractors, including
any training on the day-to-day operations of the Franchised Business. You will be responsible for hiring,
training, directing, scheduling, and supervising your employees and independent contractors in the day-to-
day operations of the Franchised Business. We do not provide the above services to renewal franchisees
and may not provide all of the above services to franchisees that purchase existing Franchised Businesses.
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B. Training
Initial Training

You (or your operating principal if you are an entity) and your Designated Manager (defined-below
in-Hem-15){the “Required Trainees”) must attend and satisfactorily complete to our satisfaction the initial
training program before you open your Franchised Business. Initial training currently consists of
approximately five—{(5} days of training to be held at our Home Office located at307Par—Drivesin
Huntersville, North Carolina, and other location(s) designated by us near Charlotte, North- Carolina-at-teast
thirby-(30)-days prior to opening your Franchised Business (“Initial Training Program”). We may provide
on-site follow-up training, as we, in our sole discretion, deem necessary to be conducted feur{4} to six{6}
weeks after your Franchised Business opens for business. We will conduct initial training at least six{6}
times per year (approximately every other month), but may conduct training sessions more frequently in
our discretion. We reserve the right to modify the length, location and timing of initial training. We may
waive a portion of the Initial Training Program or alter the training schedule if we determine that your
trainees have sufficient prior experience or training. The Initial Training Program will be provided as soon
as practicable after you sign your Franchise Agreement(s) and must be completed within 90 days after the
effective date of the Franchise Agreement (Franchise Agreement, Section- 8).

We will provide instructors, facilities; and materials for initial training (currently; $0) for up to
three{3) of your representatives (including your Required Trainees) for the training fee, provided that all
of your trainees are trained during the same training session. If space is available, you may bring more
than three(3)-total representatives to initial training. We reserve the right to charge a training fee of five
hundred-deHars($$500);, which we may increase upon sixty(60) days’ written notice to you, for training:
(i)-each person in excess of three{3} trainees, even if they attend the same training session; (ii) each person
who is repeating the course or replacing a person who did not pass; and (iii)- each subsequent operating
principal, Designated Manager-{defined-in-ttem-15);, or employee who attends the course at a scheduled
training class at our headquarters or other location designated by us. You are responsible for any travel
and living expenses, wages, and other expenses incurred by your trainees during the Initial Training
Program or any other training program.

Our Initial Training Program currently consists of the following. We reserve the right to vary the
length and content of the Initial Training Program based upon the experience and skill level of the
individual attending the Initial Training Program. Some or all of the classroom training may now or in the
future be provided virtually.
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TRAINING PROGRAM

TRAINING PROGRAM

Hours of Hours of
Subject of Classroom of On-The-Job Location
Training _Training-*
| 90 Our Home Office (Huntersville,
Dav Sprint - 12 02 NC), virtually, or other location we
Py sprint designate
Introductionto-Services Our Home Office (Huntersville,
Business Planning & 15 01.5 NC), virtually, or other location we
Discussions designate
Our Home Office (Huntersville,
Compliance and Royalties 51.25 0 NC), virtually, or other location we
designate
Introduction to CRM Our Home Office (Huntersville,
Cabinet & Closet 13 04 NC), virtually, or other location we
Technology designate
Introduction-to-Design Our Home Office (Huntersville,
Seftware-The Designery 23 04 NC), virtually, or other location we
Product Knowledge designate
DesignService Minder Our Home Office (Huntersville,
Software Setup-and 13 0l NC), virtually, or other location we
Exercises designate
CRM-Setup 1 o OurHome-Office-Huntersvile, NG,
virtually oF other location-we
Design-Software Hands- 5 0 Our-Home Office (Huntersville, NC),
.
Sale-Process-Overview 2 e Our-Home -Office-(Huntersville, NC).
designate
Sales TrainingTechniques Our Home Office (Huntersville,
and SeenarioDiscussions 17.25 03 NC), virtually, or other location we
and Role-Play designate
Staffing and Store 1 0 Our Home Office (Huntersville, NC),
B
Market-Introduction 1.5 e] Our-Home Office (Huntersville, NC),
designate
e T 1 o] e
el
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ing . Our Home Office (Huntersville,
Marketing 20 03 NC), virtually, or other location we
Fundamentals .
designate
. Our Home Office (Huntersville,
5 ; 9 10 0.5 NC), virtually, or other location we
Next Steps designate
Install Communications / 1 0 Our Home Office (Huntersville, NC),
ehtepee
s e 1 o] L e e
ehslepoe
Product /- Materials Focus 4 e] Our-Home Office (Huntersville, NC),
designate
Warranty-Overview 2 0 Our-Home Office (Huntersville, NC).
designate
Leadershin/Buildin Our Home Office (Huntersville,
v p-rouriding 10 0 NC), virtually, or other location we
our Team .
designate
s 1 e B
ehtepee
TotalsTOFALS 3221 Hours 020 Hours ~

@At our sole discretion, we may provide up to 20 hours of additional “On-The-Job” training or consulting at no cost to you after
your completion of the Initial Training Program.

Explanatory Notes:

1. The training subjects may vary, and the training may be less than the times indicated above,
depending on the number and experience of the attendees. We use manualsManuals, PowerPoint
presentations, online videos and tutorials, a learning management system, and other materials as
instructional materials in our Initial Training Program and other training programs. In addition to the above
training, we may, in our discretion offer or require additional On-The-Job Training through “ride-a-long”
training sessions with experienced franchisees in or around Huntersville, NC or other locations we
designate. We expect there to be approximately 8 hours (one day) allocated to this training.

2. The instructors for our Initial Training Program and other training programs all have
experience working with us or similar businesses. The following individuals will lead our training
programs: (i) Casey Ridley, our President since July 2022, who has eight years’ experience in operating a
Franchised Business; (ii) Dustin Ridley, our Vice President of Operations, who has eight years of
experience in operating a Franchised Business and 12 years of industry experience; ane-(iii) Greg Smith
Vice President of Learning and Development since November 2022, who has over 30 years’ experience in
sales and training; and (iv) Chris- Stefanco, Vice President of Operations of HFB since March- 2022, who
has over 20-years’21 years of experience in franchise operations, training and business coaching in the
services business industry. We may also use certain vendors and current franchisees to assist in the training
program.
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3. Your Required Trainees must successfully complete the Initial Training Program at least
thirty{30} days before opening your Franchised Business. We will determine, in our discretion, what
constitutes successful completion of the Initial Training Program. If your Required Trainees are unable to
successfully complete, in our sole discretion, the Initial Training Program for any reason, your Required
Trainees must repeat the Initial Training Program or you must send replacement Required Trainees to
complete the Initial Training Program. If your Required Trainees have not, in our sole discretion,
successfully completed the Initial Training Program thirt(303} days before the opening of your Franchised
Business, we may terminate the Franchise Agreement, in which case we will not refund any initial fees paid
by you.

Additional Training

We may periodically conduct mandatory or optional training programs for your Required Trainees
and/or your employees at our office or another location that we designate. There will be no charge for
training programs that we require you or your employees to attend—, but we may charge you our then-
current fee for optional training programs. We may provide additional training in person or via recorded
media, teleconference, video conference, the Internet, webinar, or any other means, as we determine. We
may require your Required Trainees or employees to satisfactorily complete any additional training
programs that we specify. We may require your Required Trainees to participate in refresher or advanced
training each year.

If, in our sole judgment, you fail to maintain the quality and service standards set forth in the
Manuals, we may, in addition to all of our other rights and remedies, assign trainers to the Franchised
Business to retrain Franchised Business employees and restore service levels and/or require you or your
employees to repeat initial training or attend additional training programs at a location that we designate.
We may charge our then-current fee for each trainer assigned to your Franchised Business and any remedial
training.

If your Designated Manager-(defined-in-ttem-15) ceases to be employed by you at the Franchised
Business and you are unable to immediately appoint and train a new manager, we may, in our sole
discretion, and for our then-current fee, provide a Designated Manager to work at your Franchised Business
temporanly until a new DeSIgnated Manager is appomted and trained. anehﬁee—mast—replaee—the

Training by You

You and/or your operating principal and your Designated Manager(s) are responsible for training
all of your other employees (and subsequent Designated Managers) in accordance with our standards and
training programs. If, in our sole judgment, you fail to properly train your employees or other personnel in
accordance with our standards, we may prohibit you from training additional employees and either require
them to attend training at our headquarters or pay for our costs and expenses to send one of our
representatives to train them at your Franchised Business.
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Delegation

We may delegate the performance of any or all of our obligations under the Franchise Agreement
to an area representatlve af'flllate agent mdependent contractor or other thnrd party—tf—weappemt—anﬂa;ea

In addition to participating in ongoing training, you will be required to attend an Annual Conference
of all franchisees at a location we designate and pay a conference fee if we hold an annual meeting of all
franchisees{See-ltem-6)-Franchisees. We reserve the right to host an Annual Conference and charge you

the then-current Annual Conference fee. The Annual Conference fee is currently $1,000 for up to twe2
people to attend. We may charge our then-current fee (currently, $500 per additional attendee), for
additional attendees. We reserve the right to host up to 2 Annual Conferences per year. You are responsible
for all travel and expenses for your attendees. If you do not attend the Annual Conference(s), you must still
pay us the Annual Conference Registration Fee, regardless of the cause for non-attendance, unless you
receive our advance written approval for such absence. This fee is charged on a per franchisee basis.

C. Post-Opening Obligations

After you open your Franchised Business, we (or our designee(s)) will provide you with the
following assistance:

1. Review Advertising. We will review any advertising or promotional programs or materials
that you develop (Franchise Agreement, Section- 12.1).

3:2. Brand Fund Management. 'We will manage the Brand Fund as described below-ir-this

Hem-11. We will prepare an unaudited statement of contributions and expenditures for the Brand Fund and

make it available within ene-hundred-twenty-(120) days after the close of our fiscal year for the prior fiscal
year only to franchisees who make a written request for a copy (Franchise Agreement, Section- 12.3).

4.3. Requested Consulting Services.. We will provide you additional consulting services with
respect to the operation of the Franchised Business upon your reasonable request and subject to the
availability of our personnel at a mutually convenient time. We will make available to you information
about new developments, techniques and improvements in the areas of advertising, management,
operations, and Franchised Business design. We may provide such additional consulting services through
the distribution of printed or filmed material, an Intranet or other electronic forum, meetings or seminars,
teleconferences, webinars, or in person. If such services are rendered in person other than at our offices,
you must pay us our then- current training fee and our expenses (Franchise Agreement, Section- 6.3).

5.4.  Additional Training.  We may schedule, and require you, your Designated Manager (if
applicable), and other employees, to attend additional or refresher training courses. We may charge you our
then-current tuition fee for you and any other persons that attend such additional or refresher training, and
you will be solely responsible for all expenses associated with such training (including travel, lodging,
meals, and employee wages incurred). We will provide this training to you and your employees at our
corporate headquarters, at any other training facility we designate, or virtually. We may also provide you
with remedial training if we determine, in our sole discretion after conducting an audit or inspection of your
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Franchised Business, that you are not complying with our System standards and specifications. The purpose
of remedial training is to get you back on track and in compliance with our standards and specifications
(Franchise Agreement, Section_6.5). We may periodically conduct optional training programs for your
Required Trainees and/or your employees at our office or another location that we designate. We may
charge you our then current fee for optional training programs. We may provide additional training in

person or via recorded media, teleconference, video conference, the Internet, webinar, or any other means
as we determine.-6-5)

&:5. System Updates. We may, as we deem necessary in our sole discretion, modify and update
the System and Manuals, including any standards and specifications, and provide you with updated lists of:
(i)- Approved Products and Approved Services; (ii)- Approved Suppliers; and (iii)- items you must purchase
in accordance with our System standards and specifications (i.e., equipment, fixtures, inventory and
supplies) (Franchise Agreement, Section- 1.1 and Section- 6.1).

+6. Call Center and Business Management and Technology System Updates. We reserve the
right to establish and administer our Business Management and Technology System and a Call Center-(as
defined-below—intHem-11);, as we deem advisable, to manage prospective and existing customers and
route/assign work orders/inquiries as we deem necessary in our sole discretion (Franchise Agreement,

Section- 6.6)- and Section 7.8.1).

8.7. Evaluate Alternate Suppliers.. We will review any alternate supplier or non-approved item
you propose for use in connection with the Franchised Business, and subsequently approve or deny these

proposals as-disclosed-more-fulhy-in-Hem-8-of this-Franchise-Disclosure-Doecument-(Franchise Agreement,
Section- 7.4.3).

9.8. Relocation Review. We will evaluate sites to which you propose to relocate your
Franchised Business in accordance with our then-current System Standards for Approved Locations. "You
must reimburse us for our reasonable costs and expenses associated with evaluating your relocation request
and/or any locations proposed by you for relocation. We will provide you with copies of our invoices for
our expenses from any third-party providers upon request (Franchise Agreement, Section- 7.1.1).

40.9. Ongoing Advice. We may provide periodic advice and guidance regarding the ongoing
operation of your Franchised Business and/or the use of the Proprietary Marks and System in general, as
we deem necessary or advisable in our sole discretion. Our advice and assistance may be provided through
meetings, printed materials and/or other media that we may make available to you in the System from time
to time, or otherwise by telephone, email or other manner of communication. In certain circumstances, we
reserve the right to charge our then-current training fee in connection with providing such assistance and/or
be reimbursed for our expenses in providing any on-site assistance (Franchise Agreement, Section 6.3).

4410. Pricing._ If we determine that we may lawfully require you to charge certain prices for
products or services, certain minimum prices for products or services, or certain maximum prices for
goedsproducts or services, you must adhere to our pricing policies as set forth in the Manuals or otherwise
in writing from time to time. Otherwise, you are solely responsible for determining the prices that you
charge customers. -You must provide us with your current price list upon our request. We reserve the right
to negotiate arrangements with customers who have regional or nationwide facilities (“National Accounts”),
including pricing, which will bind all Franchised Businesses providing services to such National Accounts.
If you wish to perform services for a National Account and we permit you to do so, you may be required to
honor pre-negotiated pricing and terms with these National Accounts. 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; however, if you do elect to participate in our preferred customer plans, you must
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offer the discount prices set by the plans in accordance with the terms of the plan (Franchise Agreement,
Section- 1.4).

D. Advertising and Marketing

Local Advertising-Servces

You and we agree that as Franchisor, we have the right, in light of our marketing expertise and
research regarding effective advertising of the System: (a) to formulate and design the-Local-Advertising
Services{as-defined-in-Hem-6);local advertising services, including the service options and vendors made
available to franchisees from time to time; (b) to develop and control all content for the Local Advertising
Serviees—(the—-Advertising™);Requirement; and (c) to determine the uses and distribution of all such

Advertisingadvertising. We have the right to administer each service, as well as other services we elect to
offer in the future, which may include appointment generation platforms, billboards, radio ads, social media
ads mternet advertlsmg etc. We can change or end a service at any tlme and add new services at any tlme

2 An--. fa) ' a a)

M vide-w RULER Th|s advertlsmg
is generally directed to your De5|gnated Terrltory Fhe—FranchisorDirected-Advertising—FeeWe may
require that yeu-pay-is-aHoeatedall or a portion of the Local Advertising Requirement be paid to yeur
#Fanemged—busuws&aﬂd—m;et—pan—ef—a—genem%ndus or an Approved suppller for adwﬁasmg—We—mn#

Brand Fund

We have established a creative Brand Fund (the “Brand Fund”) for the common benefit of the
System. You are currently required to participate in and contribute ene-pereent{1%)2% of your Franchised
Business’s Gross Revenue; however, we reserve the right to increase the Brand Fund Contribution up-to
three-pereent{3%)% of your Gross Revenue (Franchise Agreement, Section- 12.3).

The Brand Fund Contribution is presently payable on a monthly basis directly to the Brand Fund
via EFT on the tenth-{10") day of each month for the sales made during the immediately preceding month.
We reserve the right to use the Brand Fund Contributions, in our sole discretion, to develop, produce and
distribute national, regional and/or local marketing materials and to create advertising materials and public
relations materials which promote, in our sole judgment, the services offered by System franchisees
(Franchise Agreement, Section- 12.3). We may use the Brand Fund Contributions to-satisfyany-and-at
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eestseffor maintaining, administering, directing, preparing, and producing advertising, including the cost
of preparing and producing Internet, television, radio, magazine, and newspaper advertising campaigns; the
cost of direct mail and outdoor billboard advertising; the cost of soliciting National Accounts; the cost of
public relations activities and advertising agencies; the cost of developing and maintaining an Internet
website; personnel and other departmental costs for advertising that we internally administer or prepare;
and building partnerships with national and regional brands. Not all System franchisees will benefit directly
or on a pro rata basis from such expenditures (Franchise Agreement, Section- 12.3). While we do not
anticipate that any part of Brand Fund Contributions will be used for advertising that is principally a
solicitation for franchisees, we reserve the right to use the Brand Fund Contributions for public relations or
recognition of our brand:, for the creation and maintenance of a website, a portion of which can be used to
explain the franchise offering and solicit potential franchisees;, and to include a notation in any
advertisement indicating “Franchises Available” (Franchise Agreement, Section 12.3).

If we do not spend all Brand Fund Contributions by the end of each fiscal year, the funds will be
carried forward into the next fiscal year. You must contribute to the Brand Fund regardless of amounts due
from other System franchisees.

We will prepare on an annual basis; and will have available for you within ere-hundred-twenty
{120y days of the end of the fiscal year, an unaudited statement of contributions and expenditures for the
Brand Fund. Upon your written request, we will provide you with the statement- for the previous fiscal year
only. There is no requirement that the Brand Fund be audited (Franchise Agreement, Section- 12.3).

We reserve the right to incorporate the Brand Fund as a separate business entity. The Brand Fund
is not a trust or our asset and we are not a fiduciary to you with respect to, or a trustee of, the Brand Fund
or the monies therein, and we assume no obligation or liability to you with respect to the maintenance,
direction or administration of the Brand Fund (Franchise Agreement, Section- 12.3).

We may periodically assist franchisees to maintain high quality standards through customer
surveys, customer interviews, and other similar initiatives (“Surveys”). The cost of such programs will be
borne by the Brand Fund. The cost of these programs may be charged directly to you if your results from a
Survey fall below System-established minimum standards for such Surveys, which will be determined at
the time we conduct a Survey (Franchise Agreement, Section- 12.3).

We have the sole right to determine how to spend contributions to the Brand Fund; or any funds
from any other advertising program, and the sole authority to determine the selection of the advertising
materials and programs; provided, however, that we will make a good faith effort to expend such funds in
the general best interests of the System on a national or regional basis. We are not required; under the
Franchise Agreement; to spend any amount on advertising in your Designated Territory. Not all System
franchisees will benefit directly or on a pro rata basis from our expenditures (Franchise Agreement,
Section 12.3).

We reserve the right to be reimbursed from the Brand Fund Contributions for actual costs and
overhead, if any, that we may incur in activities which are related to directing and implementing the Brand
Fund (Franchise Agreement, Section- 12.3).

Company or affiliate-owned Franchised Businesses may contribute to the Brand Fund, but they are
not required to do so (Franchise Agreement, Section- 12.3).

We reserve the right to suspend or terminate the Brand Fund at any time, and any surplus funds
may only be used for marketing and advertising purposes until fully expended (Franchise Agreement,
Section 12.3).
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During our last fiscal year ended December 31, 20232022, we collected Brand Fund Contributions.
The Brand Fund was used for production of advertising and promotional materials (3179%), media
placement (350%), administrative expenses (£819%), and other items, including publicity efforts (£62%).

Advisory Council

We currently do not have an advisory council; but reserve the right to establish an advisory council
for the purpose of exchanging ideas and problem-solving methods, to advise us on expenditures for System-
wide advertising, and to coordinate franchisee efforts (an “Advisory Council”). In the event you are elected
and accept, you must participate actively in the Advisory Council and participate in all Advisory Council
meetings as we require. We reserve the right to prepare and amend the governing documents for the
Advisory Council from time to time as we deem necessary, and we will determine the topic areas to be
considered by the Advisory Council. The Advisory Council shall act in an advisory capacity only, and we
shall have the right to form, change or dissolve an Advisory Council at any time, as we deem necessary in
our sole discretion (Franchise Agreement, Section- 12.6).

Local Advertising Requirement

In addition to the Brand Fund Contributions, each month you are required to spend the greater of:
(i)-three-theusand-doHars{$3,000):-or-(i)-three-percent{3%) 3% of your Gross Revenue generated during
the immediately preceding calendar month; or (ii) $3,000 per month on advertising and promoting your
Franchised Business within the Designated Territory in accordance with our standards and specifications
(the “Local Advertising Requirement;”as-defined-in-Hem-6).). We reserve the right to increase your Local
Advertising Requirement to WM%@&H%WM@O@%MW@%%%% of
Gross Revenue upon nirety{90} days’ prior written notice to you. If you wish to use any advertising or
promotional materials other than those currently approved for use by System franchisees, then you must
submit the materials you wish to use to us for our prior written approval at least thirty-(30} days prior to
your intended use or publication. We will use eemreretathy-reasonable efforts to notify you of our approval
or disapproval of your proposed materials within fifteen—{15) days of the date we receive the proposed
materials from you. If you do not receive our written approval during that time period, the proposed
materials shall be deemed disapproved. Once approved, you may use the materials unless we withdraw or
revoke our approval, which we may do at any time with written notice. All advertising must prominently
display the Proprietary Marks and must comply with any standards we establish as specified in the
Operations Manual or in any other writing. We may require you to discontinue using any advertising or
marketing material within a specified time frame, and at your own cost and expense (Franchise Agreement,
Section- 12.1).

Grand Opening Marketing

In connection with the opening of the Franchised Business, you must spend a minimum of five
theusand-deHars{$5$15,000} for grand opening advertising and promotion in the thirty(30}-te-sixty{66)
days prior to opening the Franchised Business and the thirty{(30}60 days after opening the Franchised
Business in accordance with a plan that you must submit to us. We reserve the right to modify your grand
opening plan, in our sole discretion, and may require you to use a public relations or other advertising firm
to assist with your grand opening. No amount paid by you for your grand opening will be credited toward
your Local Advertising Requirement. You must provide us with supporting documentation evidencing
these expenditures upon request. If you enter into a Multi-Unit Addendum with us, you will only be required
to spend five-theusand-deHars{$5$15,000} in total for Grand Opening Advertising for all Franchised
Businesses so long as they are located in contiguous Designated Territories. We reserve the right to increase
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the required spend to seven-thousand-deHars{$7$22,000} as we deem necessary (Franchise Agreement,
Section- 12.5.1).

Advertising Cooperatives

We currently do not have any advertising cooperatives and have no plans to form such cooperatives
in the immediate future. However, you must join and actively participate in any organizations or
associations of franchisees or advertising cooperatives that we establish or that are established at our
direction for the purpose of promoting, coordinating and purchasing advertising in local, regional or
national areas where there are multiple Franchised Businesses, and you must abide by the bylaws, rules and
regulations duly required by such advertising cooperative, which we reserve the right to mandate or approve
if and when we form such cooperative. If we form an advertising cooperative, we will have the right to
determine how membership will be defined, whether company-owned or affiliate-owned Franchised
Businesses will participate in the cooperative, and whether we, an affiliate, a franchisee or a third party will
administer the cooperative. If you join an advertising cooperative, we or the advertising cooperative may
require you to spend additional funds on marketing programs conducted by the advertising cooperative,
which may be in addition to your Local Advertising Requirement. There is no cap on this potential spending
obligation. The contribution amount is set by the cooperative; and may only exceed the Local Advertising
Requirement of-$4,000-er 4% of Gross Revenue if agreed to by 2/3 of the cooperative. If company-owned
Franchised Businesses have controlling voting power (defined as 2/3 of the cooperative votes), then the
contribution amount is limited to 2% above the maximum Local Advertising Requirement, unless 2/3 of
the cooperative vote, excluding company owned Franchised Business votes, to approve a higher amount.
If we form an advertising cooperative, we will make any governing documents available to you for your
review.

Promotional Programs

You must participate in all Franchised Business promotional programs that we offer to franchisees.
You must follow our guidelines concerning the acceptance and reimbursement of gift certificates, gift cards,
coupons, corporate discounts, and other promotional programs as we set forth from time to time in the
Manuals or otherwise in writing. You will not allow use of gift certificates, gift cards, or coupons (including
Groupon and similar discounts) unless approved or offered by us.

E. Website and Internet Presence

You must have and maintain adequate hardware and software in order to access the Internet at the
bit speed we require from time to time. We reserve the right, but not the obligation, to establish and maintain
a website that provides information about the System and the products and services offered by Franchised
Businesses. If we exercise our right to create such a website, we will have sole discretion and control over
it. We also have the right, but not the obligation, to create interior pages on our website(s) that contain
information about your Franchised Business and other System locations. If we do create such a page, we
may require you to prepare all or a portion of the page for the Franchised Business, at your sole expense,
and may require you to use a template that we provide (Franchise Agreement, Sections-12.2.1 and 12.2.2).

Unless you obtain our prior written consent, you are prohibited from establishing or maintaining a
separate website, or otherwise maintaining a splash page or other presence on the Internet through any
social networking site in connection with the operation of your Franchised Business, including, without
limitation, Facebook, Twitter, LinkedIn, YouTube, Pinterest, Instagram, Snapchat, TikTok, or any other
social media, referral and/or networking site that uses any variation of the Proprietary Marks or references
the System. If you seek and obtain our approval to create a separate website or other web presence, you
must: (i)- establish and operate the website according to our standards and policies as we describe in the
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Operations Manual or otherwise in writing from time to time; and (ii)- utilize any templates that we provide
to you to create and/or modify your site(s). We may require you to update the content of any social media
and/or networking site at the times and in the manner we decide (Franchise Agreement, Section-12.2.3).

We reserve the right to modify our policies regarding both our and your use of Internet websites as
we deem necessary or appropriate for the best interests of the System (Franchise Agreement, Section 12.2.).
We are currently the sole registrant of the domain name www.thedesignery.com and we will be the sole
registrant of any other domain names we decide to register in connection with the System in the future. You
are prohibited from registering any domain name that contains words used in, or similar to, any trademark
or service mark owned or used by us or our affiliate, or any colorable variation thereof (including any
abbreviation, acronym, phonetic variation or visual variation) (Franchise Agreement, Section 12.2.5).

F. Computer Hardware and Software

You must obtain, maintain; and use the business-managementand-technelogy-—systemBusiness
Management and Technology System that we specify periodically in the Manuals to: (i)- enter and track

purchase orders and receipts and customer information; (ii)- update inventory; (iii)- enter and manage your
customer’s contact information; (iv)- generate sales reports and analysis relating to the Franchised Business;
and (v)- provide other services relating to the operation of the Franchised Business-{“Business-Managerment

The Business Manaqement and Technoloqy System currently includes a laptop computer, a tablet
computer, a printer and a smartphone device. Specifications for the brand, operating capabilities, and
functionality of these hardware components will be set forth in the Manuals and is subject to change. At a
minimum, the components of the Business Management and Technology System must be connected to the
Internet via a high-speed Internet connection and must be able to run our designated software programs and
general business software such as email, word processing, and similar programs.

The Business Management and Technology System will use third-party software from our<
approved vendors, including ServiceMinderour digital platform system for point-of- sale functions, emall
marketmg and all customer management functlons = y y

-

For any proprietary software or third-party software that we require you to use, you must execute
and be responsible for the fees associated with any software license agreements or any related software
maintenance agreements that we or the licensor of the software require.

We estimate that the Business Management and Technology System will cost between $1,000 and
$3,000, which includes the cost of the hardware, software licenses, related equipment, and network
connections, including related installation costs. We, or our approved suppliers, will act as vendors or
suppliers of some or all of the components of the Business Management and Technology System.

You must maintain the Business Management and Technology System at your expense and must
purchase any hardware or software maintenance or technical support programs that we require. You must
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replace, upgrade, or update the Business Management and Technology System as we may require from
time to time. We will establish reasonable deadlines for implementation of any changes to our Business
Management and Technology System requirements, but there are no contractual limitations on our right to
require changes to the Business Management and Technology System.

We currently do not require you to enter into, or expect that you will need to enter into, any
maintenance, updating, upgrading or support contracts related to the Business Management and Technology
System. We, our affiliates, and third-party vendors are not obligated to provide you with any ongoing
maintenance, repairs, upgrades or updates. Vendors may be able to offer optional maintenance, updating,
upgrading, or support contracts to you, which we estimate may cost between $200 and $400 per year. You
may also be required to use a Managed Services Desk for franchisee emails and software support, which is
currently $55 per month for franchisee and $20 per month for staff-members. This fee may be increased or
decreased upon thirty—{30} days of notice to Franchisee.— Franchisor does not have any contractual
obligations to maintain, repair, update or upgrade franchisee’s computerized system. This fee is currently
included in the Technology Fee.

You will be required to procure and pay for certain types of software and software support. You will be
required to obtain kitchen software, which is currently $1,800 per year and closet software, which is
currently $200 per month (with each additional user costing between $50-$100 per month). We reserve the
right to alter these fees at any time or offer them to you as an upfront or annual fee. We reserve the right
to have you pay either us-e+, an affiliate, or a third party directly for this software. These fees may be
increased by an amount not to exceed 25% per year. You, at all times, must give us unrestricted and
independent electronic access (including user IDs and passwords, if necessary) to the Business
Management and Technology System for the purposes of obtaining the information relating to the
Franchised Business. You must permit us to download and transfer data via a high-speed Internet
connection or such other connection that we specify on a real-time basis. There are no contractual
limitations on our right to access data stored in the Business Management and Technology System, and we
may program the Business Management and Technology System to automatically transmit data and reports
about the operation of your Franchised Business to us. We are the sole owners of all databases, lists,
templates, programs, and any other software components that have been created and/or customized by or
for us using the Business Management and Technology System, or otherwise generated through your
Franchised Business. Franchisor does not have any contractual obligations to maintain, repair, update or
upgrade franchisee’s computerized system.

ITEM 12
TERRITORY

Designated Territory

You will not receive an exclusive territory. You may face competition from other franchisees, from
outlets that we own, or from other channels of distribution or competitive brands that we control.

Upon signing the Franchise Agreement, we will provide you an area designated-by-—zip-codes-in
which you will have protected rights (the “Designated Territory;>as-defined-in-Hem-1). The size of your
Designated Territory may vary from other System franchisees based on the location and demographics
surrounding your Approved Location. Typically, a Designated Territory will consist of approximately
80,000 Qualified Households, depending upon geography, demographics, and other factors. The
geegraphy, demographics, geography, and other factors we use in defining your Designated Territory are
based upon information provided to us by third-party sources that we select at our sole discretion. We do

© 20232024 Al Kitchen & Bath Franchising, LLC 55
20232024 FDD +-VIF(VINY

[Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" J




not guaranty the accuracy of this information. If your Designated Territory has more than 80,000 Qualified
Households, your Initial Franchise Fee will increase from the baseline amount of $54,900 by $0.70 for each
additional keusehetdQualified Household, up to an additional 20,000 heusehslds-Qualified Households.
The Initial Franchise Fee is deemed fully earned and non-refundable upon payment.

The boundaries of your Designated Territory may be described in terms of zip codes, streets,
landmarks (both natural and man-made) or county lines, or otherwise delineated on a map. The sources we
use to determine the population within your Designated Territory will be publicly available population
information (such as data published by the U.S. Census Bureau or other governmental agencies and
commercial sources).

Relocation of the Franchised Business

If you would like to relocate the Approved Location, you must receive our written consent and our
approval, which will not be unreasonably withheld, provided: (i)- the new Approved Location is satisfactory
to us and within your Designated Territory; (ii)- your lease, if any, for the new location complies with our
then-current requirements; (iii)- you comply with our then-current requirements for constructing, outfitting
and furnishing the new Approved Location; (iv)- the new Approved Location will not, as determined in our
sole discretion, materially and adversely affect the Gross Revenue of any other Franchised Business;
(v) you have fully performed and complied with each provision of the Franchise Agreement within the last
three{3) years prior to, and as of, the date we consent to such relocation (the “Relocation Request Date™);
(vi)-.you are not in default, and no event exists as of the Relocation Request Date; and (vii)- you have met
all of our then-current training requirements. If you lose your lease, you must secure our approval of another
site and enter into a lease for the new approved site within ninety{90) days after you lose your site lease

ot temnmene e ion,

neither operate, nor award to another person a franchise to operate, another Franchised Business in your
Designated Territory, nor will we service, or authorize others to service, customers in your Designated
Territory, except in limited circumstances described below in this Item- 12, and provided you are not in
default under the Franchise Agreement.

You may not solicit-ary customers outside of your Designated Territory without our prior written
consent (which may be withheld for any reason). _If you solicit or sell Approved Products or Approved
Services outside of the Designated Territory without our prior written consent, in addition to all other rights
and remedies available to us for a breach of the Franchise Agreement, we will have the right to terminate
the Franchise Agreement.

Adjacent Territory Policy

You may have customer relationships, or your in-territory advertising may result in customers
reaching out to you for Approved Services in an adjacent territory. You may provide Approved Services
outside of your Designated Territory in adjacent open territory (i.e., not the Designated Territory of another
franchisee). This policy, so long as it is in effect and not withdrawn or modified, constitutes the required
written consent to provide Approved Services in adjacent open territory. You may also provide Approved
Services in the Designated Territory of another franchisee whose Designated Territory is adjacent to yours,
but only if all of the following conditions are met:
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1. You must inform the adjacent franchisee of the opportunity before commencing services
or agreeing to provide services to the client.

2. After you inform the client that there is another franchisee that provides services where the
Approved Services are to be performed, the client requests in writing that you provide the services rather
than the adjacent franchisee. You must obtain written proof to demonstrate compliance with this
requirement.

3. You provide a revenue share with the adjacent franchisee as agreed between the parties not
to exceed three—pereent{3%)3% of the Gross Revenue for the work to be performed in the adjacent
franchisee’s Designated Territory. If there is no agreement as to a revenue share, the revenue share
percentage will be set by us in an amount not to exceed three-percent{3%)-3%.

4. You receive prior written permission from us, which permission may be granted for each
project or for projects generally in our absolute discretion. \We may refuse to grant permission for any
reason or no reason.

You and the adjacent franchisee may (but are not required to), by mutual written agreement, enter
into a referral fee agreement where one franchisee refers business to the other franchisee for work in the
other franchisee’s Designated Territory.

Open Territory Transition. _If you provide Approved Services to customers in an adjacent territory
that becomes a Designated Territory of another franchisee, upon sale of that newly Designated Territory to
another franchisee, you will be obligated to transfer customers that are in the newly purchased territory to
the franchisee that purchased the newly Designated Territory. This obligation does not include “Work-in-
Progress™ at the time of the sale of the adjacent open territory. "Work-in-Progress” means any customer
with whom you have a contract to perform Approved Services where you have not completed the Approved
Services. An Approved Service is deemed completed when final payment is due pursuant-teunder the
contract. However, any Work-in-Progress is not subject to the revenue share requirement for providing
Approved Services in the Designated Territory of another franchisee above. You must use-yeurbest, in
good faith, the greatest possible efforts to complete any Work-in-Progress within six<{6) months after the
adjacent open territory is sold. Any leads, in an adjacent territory that becomes a Designated Territory of
another franchisee, must be provided to the adjacent franchisee at no cost unless you and the adjacent
franchisee have entered into a referral fee agreement. You are obligated to cooperate with the adjacent
franchisee to ensure an orderly transition of customers to the adjacent franchisee. You are obligated to
transfer a list of all past and present customers in the purchased territory to the adjacent franchisee.

This Adjacent Territory Policy is part of the Operations Manual and is subject to modification or
elimination by a change to the Operations Manual.

National Accounts

We have the exclusive right to negotiate and enter into agreements or approve forms of agreements
to provide services to any entity that owns or otherwise has responsibility for a building or common services
in more than one location whose business is not confined to one particular franchisee’s Designated
Territory, regardless of the contract amount of the services to be performed (a “National Account™.). We
or any party we may designate shall have the right to perform the services for the National Account within
your Designated Territory. Any dispute as to whether a particular customer or account is a National Account
will be determined by us, and our determination will be final and binding. You are not entitled to any right
to compensation or consideration for work performed by others in your Designated Territory for National
Accounts.
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You may choose to participate in the National Accounts program (“National Accounts Program”)
to service National Accounts for which the ultimate client of the National Account is located in the territory
consistent with the then-current National Accounts Program Participation Agreement. Y-ou-acknowledge
and-agree-thatwe\We or a third party service provider we designate may begin servicing National Accounts
in the Designated Territory if: (i)-_we believe that you are not meeting our standards and specifications
applicable to the National Accounts you are servicing or the National Accounts Program generally; (ii) we
believe that you are in default of the Franchise Agreement; (iii)- the National Account has requested that
we or a third party it selects service its clients; (iv) you are not then participating in the National Accounts
Program (or are not eligible to participate in the National Accounts Program); (v)- you do not offer or are
not authorized by us or the applicable licensing authority to offer the service to be provided; or (vi)- you
refuse to service the National Account.

Rights Reserved By Us

Among other things, we and our affiliates also reserve the exclusive right to: (i)-_establish and
operate, and license third parties the right to establish and operate, other Franchised Businesses using the
Proprietary Marks and System at any location outside of the Designated Territory; (ii)- acquire, merge with,
engage in joint ventures with, or otherwise affiliate with, and thereafter own and operate and franchise
others the right to own and operate; any business of any kind, including businesses that offer products that
are similar to those provided by your Franchised Business, within or outside your Designated Territory;
(iii)-_open and operate, or license third parties the right to open or operate, businesses that offer products
and services similar to the Franchised Business under marks other than the Proprietary Marks at any
location; (iv)-_use the Proprietary Marks and System, and license others to use the Proprietary Marks and
System, to engage in any other activities not expressly prohibited under your Franchise Agreement;
(v) designate and service National Accounts; (vi)- service, route and/or assign any and all customer work
orders and inquiries received through our Call Center; and (vii)- use the Proprietary Marks and System, and
license others to use the Proprietary Marks and System, to engage in any other activities not expressly
prohibited under your Franchise Agreement.

Alternate Channels of Distribution

We, our affiliates, or third parties may distribute our and our affiliates’ products and services in
your Designated Territory, including those already developed and those yet to be developed, through
alternate channels of distribution that we may choose. These alternate channels of distribution will include,
but are not limited to, the sale and distribution of the products and services via the Internet and through
joint marketing with partner companies under terms and conditions that we deem appropriate. This does
not give you the right to: (i)- distribute such products or services; or (ii)- share in any of the proceeds that a
party received through these alternate channels. We are not required to pay you for soliciting or accepting
orders from inside your Designated Territory.
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Restriction on Rights

You do not have the right to open additional Franchised Businesses, nor do you have any right of
first refusal on any other location. You do not have the right to use the Proprietary Marks or the System at
any location outside of the Designated Territory. You may not offer any Approved Products or Approved
Services in wholesale, e-commerce, or other channels of distribution besides the retail operation of the
Franchised Business within the Designated Territory without our prior written consent. Any media
advertising or direct mail marketing that you conduct must be predominantly focused within your
Designated Territory, unless we agree otherwise.

You may service customers outside of your Designated Territory, with our prior written approval,
if customers are located in areas geographically contiguous to your Designated Territory; and no other
franchisee of ours has been awarded that territory, nor is the territory protected as an affiliate-owned
business (an “Open Territory”), except for certain limited circumstances, if any, that are more fully set forth
in the Operations Manual. You have no rights to use other channels of distribution (Internet, catalog sales,
telemarketing, or other direct marketing) except as specifically approved by us in writing or in the
Operations Manual.

You may only operate your Franchised Business and service customers within your Designated
Territory, unless we have approved you to service customers in Open Territories or Designated Territories
of other franchisees adjacent to yours. As long as you are in compliance with the Franchise Agreement, we
will not, during the term of your Franchise Agreement, operate or grant others the right to operate any other
Franchised Business within the Designated Territory.

If we grant you permission to operate in an Open Territory, we have the right to sell or assign it or
any part of it at any time, without notice to you. We may revoke your rights to operate in any Open Territory
at any time, even if we permitted you to service customers in that Open Territory in the past. You will not
have a right of first refusal or option to buy a territory that was formerly designated as an Open Territory.
Once an Open Territory is assigned to another System franchisee or affiliate-owned business, you will have
no further rights to service customers in that Open Territory.

Multi-Unit Addendum

If you enter into a Multi-Unit Addendum, you will have the right to simultaneously open and
operate a mutually agreed upon number of Franchised Businesses, each with its own Designated Territory.
The total number of Franchised Businesses to be opened under your Multi-Unit Addendum and the
Designated Territory for each Franchised Business will be dependent upon a number of factors such as:
(i) your financial-and-operationalabiitiesworking capital availability and business acumen to operate
multiple Franchised Businesses simultaneously; (ii) the location and demographics of the general area
where we mutually agree you will be opening these locations; and (iii)- other factors that we deem relevant
in our sole discretion.

You must simultaneously execute our current Franchise Agreement for each Franchised Business
that we grant you the right to open under your Multi-Unit Addendum. Your Designated Territory for each
Franchised Business under your Multi-Unit Addendum will typically be contiguous geographic areas and
you may operate all of the Franchised Businesses under your Multi-Unit Addendum from one Approved
Location located within one of your Designated Territories. We will use our then-current standards for
accepting the Approved Location and designating Designated Territories.

You will not receive an exclusive territory. You may face competition from other franchisees,
from outlets that we own, or from other channels of distribution or competitive brands that we control. We
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will neither operate, nor award to another person a franchise to operate, another Franchised Business in
your Designated Territories under the MUA, nor will we service, or authorize others to service, customers
in your Designated Territories under the MUA, except in limited circumstances described below in this
Item 12, and provided you are not in default under any Franchise Agreement under the MUA.

You must continuously operate each Franchised Business under your Multi-Unit Addendum. If you
fail to continuously operate a Franchised Business, we may terminate the Franchise Agreement for that
particular Franchised Business and offer the Designated Territory to another System franchisee. We will
not terminate any other Franchise Agreement under your Multi-Unit Addendum solely based upon your

‘ failure to operate a Franchised Business in—a-separate-Designated—Territeryunder one of the Franchise
Agreements under your Multi-Unit Addendum. Other events of default which permit us to terminate the
Franchise Agreement for one Franchised Business may permit us to terminate any other Franchise

‘ Agreement or other agreement between you and us.

ITEM 13
TRADEMARKS

You will have the limited right to use the following Proprietary Marks that are currently pending
with the United States Patent and Trademark Office (“USPTQ”), as well as any other Proprietary Mark we
may now or in the future designate in connection with the System, provided you use these Proprietary
Marks in accordance with our System standards and specifications:

Mark Serial No. Filing Date Status

THE
s 97/477.286 June-27,-August :
D _S I G N E RY 28698/144.718 | o) 0930022 Pending

KITCHENS|BATHS | CLOSETS

June-27-August .
THE DESIGNERY PROS 97/477.18598/144,551 29 20232022 Pending

We do not have a federal registration for the Proprietary Marks listed in the table immediately
above (serial numbers 97/477.18598/144,718 and 9#477:28698/144,551. Therefore, these Proprietary
Marks do not have the same legal benefits and rights as a federally- registered trademark. If our right to use
these Proprietary Marks- is challenged, you may have to change to an alternative trademark, which may
increase your expenses._The previously filed trademark applications with Serial No. 97/477,286 (design
mark for The Designery Kitchens Baths Closets) and 97/477,185 (word mark for The Designery) were
abandoned after a USPTO office action and refiled.

All required affidavits relating to the Proprietary Marks have been filed. FhereExcept as described
above, there are currently no effective determinations of the USPTO, the Trademark Trial and Appeal
Board, the trademark administrator of any state or any court; no pending interference, opposition or
cancellation proceedings; nor any pending material litigation involving the Proprietary Marks. Currently,
there is no litigation pending or otherwise that limits our ability to use or license the Proprietary Marks to
you or any other franchisee. There are no other agreements that will affect our right to use, and license you
to use, the Proprietary Marks in any manner material to the System and franchises offered in this Franchise
Disclosure Document.

Your right to use the Proprietary Marks granted under the Franchise Agreement is non-exclusive,
and we retain the right, among others: (i) to use the Proprietary Marks for selling products and services;
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(ii) to grant others licenses for the Proprietary Marks, in addition to those licenses already granted to
existing franchisees; and (iii) to develop and establish other systems using the same or similar Proprietary
Marks, or any other proprietary marks, and to grant licenses or franchises in those systems without
providing any rights to you.

You must immediately notify us of any information that you acquire concerning any use by others
of names or marks which are the same, or confusingly or deceptively similar to any of the Proprietary
Marks. At our request, you must assist us to protect and maintain our interest in the Proprietary Marks, and
we will pay or reimburse your out-of-pocket costs incurred in rendering such assistance, unless we are
required to take action to protect our interests due to your wrongful acts or those of any person under your
control.

We are not obligated to protect you from the right to continued use of the Proprietary Marks.
Although our right to pursue any third-party infringers of our Proprietary Marks is optional, as a company
policy, we may elect to aggressively protect our rights under the Proprietary Marks. If at any time we
consider it to be advisable (in our sole discretion) for us and/or you to modify or discontinue the use of any
Proprietary Mark and/or use one or more additional or substitute trade or service marks, you must comply
with our directions within a reasonable time after receiving notice from us and at your expense. We are not
obligated to reimburse you for the costs you incur in complying with our directions or the loss of revenue
or expenses caused by any modification or discontinuance of a Proprietary Mark. We are not required to
protect you against third party claims of trademark infringement or unfair competition; however, we reserve
the right to assist in the defense of such matters.

You must immediately notify us of any apparent infringement or challenge to your use of any
Proprietary Mark, or any claim by any person of any rights in any Proprietary Mark. You agree not to
communicate with any person other than us, our attorneys of choice and your attorneys in connection with
any such claim or challenge. If we choose to take over or control the defense of any claim, or challenge
the cost of such defense will be paid by us, provided that if any claim or challenge is caused by your
wrongful acts, we may request that you indemnify us for any claims or damages we incur. This includes
paying all of our attorneys’, experts’ or other professional fees we may incur to defend any claim or
challenge resulting from any of your wrongful acts. In limited instances, if we take over any claim or
challenge, we may reimburse you for the reasonable expenses you incur in connection with cooperating
with us, as we deem necessary in our sole discretion. \We may, but are not obligated to, take over control
of litigation or proceedings and Franchisee will control unless and until we have chosen to assert control.
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_The Designery, LLC, led by Courtney Shearer is currently doing business as The Designery: A
Kitchen and Bath Design House at 75 Mobile Ave. NE, Atlanta, GA 30305. This business may have
superior common law rights to use “The Designery” in the Atlanta, GA market.

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

We do not own any registered patents or copyrights that are material to the franchise, however, we
claim common law copyright and trade secret protection for several aspects of the System, including our
Operations Manual, advertising; and business materials. Additionally, we do not have any patent
applications that are pending and/or material to this offering.

There are no current determinations, proceedings or litigation involving any of our copyrighted
materials. Should you become aware that any unauthorized third party is using any of our copyrighted
materials, we request that you notify us of this unauthorized use. We may revise any of our copyrighted
materials in our discretion, and may require that you cease using any outdated copyrighted material. You
will be responsible for printing any revised or new advertising, marketing or other business materials.

During the term of the Franchise Agreement, you will receive information which we consider to be
our trade secrets and confidential information, including, but not limited to, information regarding the setup

of a Franchlsed Busmess |nformat|on about proprletary productsan&memeds—awepﬂeta%eﬁware

our _Operations Manual operatlons/know how, flnanual and pricing |nformat|on about the franchised

business; training; and marketing strategies which may be communicated to you or of which you may be
apprised by virtue of your operation of a Franchised Business (collectively, the “Confidential
Information”).

You must not, during or after the term of the Franchise Agreement, communicate, divulge, or use
for the benefit of any other person, partnership, association, corporation; or limited liability company, any
Confidential Information, except to your employees that must have access to it in order to operate the
Franchised Business. Certain additional information, including: (i)-_current customer and prospective
customer names and addresses; (ii)- information about credit extensions to customers; (iii)- customer service
purchasing histories; (iv)-_rates charged to customers; and (v)-_sources of suppliers and purchasing
arrangements with suppliers, also constitute our trade secrets and Confidential Information. Any and all
information, knowledge, know-how, techniques, and other data; which we designate as confidential will be
deemed Confidential Information for purposes of the Franchise Agreement. We have expended
considerable time, effort and money to develop the System, and the Confidential Information is not well
known outside of the System. The Confidential Information is of great value to us, and we are implementing
this non-disclosure policy in an effort to protect our trade secrets and Confidential Information.
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| If you, your employees; or principals develop any new concept, process or improvement in the
operation or promotion of the Franchised Business, you must promptly notify us and provide us with all
necessary related information, without compensation. Any such concept, process or improvement will
become our sole property and we will be the sole owner of all patents, patent applications, trademarks,
copyrights and other related intellectual property rights. You and your principals will assign to us any rights
you may have or acquire, including the right to modify the concept, process or improvement, and otherwise
must waive and/or release all rights of restraint and moral rights. You and your principals agree to assist us
in obtaining and enforcing the intellectual property rights to any such concept, process or improvement in
any and all countries and further agree to execute and provide us with all necessary documentation for
obtaining and enforcing these rights. You and your principals will irrevocably designate and appoint us as
your agent and attorney-in-fact to execute and file any documentation and to do all other lawful acts to
further the prosecutlon and issuance of patents or other |nteIIectuaI property rights related to any concept

ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISED BUSINESS

You (or your principals) must devote their personal full-time attention, skill, and best-effertstein
good faith, use the greatest possible effort for management and operation of the Franchised Business and
to promote and increase the demand for our products and services within the Designated Territory. We
may allow you to operate other non-competing businesses, on a case-by-case basis—Y¥ou-agree-that-you if
Franchisee (or at least one of Franchisee’s principals, if Franchisee is a corporation or partnership) or the
Designated Manager(s) devotes appropriate time, resources and effort to supervising the development and
operation of the Franchised Business. The owners of Franchisee must directly oversee the Designated
Manager (where one is appointed pursuant to the Franchise Agreements) and such owners may engage in
other non-competitive business or activity so long as it does not materially interfere with the operation of
the Franchised Businesses. You may not, without our prior written consent, engage in any commercial
activity that: (i)- may benefit or promote a competing business; and (ii) may be injurieusharmful to the
Franchised Business or the geedwilgood reputation assouated WIth the Flrepﬂetary—Marksbrand
trademarks, and the System—Y-eur{ generally. If you or your St ~thes
eratera-brecskothe Fanekize-tereament—npdprincipals operate a non-competing busmess without

our permission or if the operation of a non-competing business materially interferes with the operation of
the Franchised Business, we may terminate the Franchise Agreement with notice and without an
opportunity to cure.

Upon your written request, we may permit you to employ a manager to manage the day-to-day
operations of the Franchised Business (the “Designated Manager”), provided the Designated Manager: (i) is
| approved by us in writing prior to hiring; and (ii)- successfully completes our Initial Training Program
before assuming any managerial responsibility. The Franchised Business must, at all times, be staffed with
at least one individual who has successfully completed the Initial Training Program. In the event that a
Designated Manager resigns or is othenmse terminated, the replacement must be tramed pursuant to our
then-current standards. £
thne-notto-excead-90-days-The new Desrgnated Manager must successfully complete trammg wrthm thtrty
{30y days of hiring. The Designated Manager is not permitted to seek or maintain other employment or
engage in any other business activities during the term of the Franchise Agreement. The Designated

‘ Manager is not required to possess any equity interest in the Franchised Business.
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You must operate the Franchised Business for at least those days and number of hours we specify
in the Operations Manual and operate continuously after opening.

Any Designated Manager and, if you are an entity, an officer that does not own equity in the
franchisee entity must sign the Confidentiality and Restrictive Covenant Agreement, the form of which is
attached to-the-Franchise-Agreementinas Exhibit BD to this Franchise Disclosure Document. All of your
employees, independent contractors, agents or representatives that may have access to our Confidential
Information must also sign a Confidentiality and Restrictive Covenant Agreement. If you are a legal entity,
each owner (i.e., each person holding an ownership interest in you), including the operating principal, must
sign a Personal Guaranty guaranteeing the obligations of the entity in the form of which is attached te-the
Franchise-Agreementinas Exhibit BD to this Franchise Disclosure Document. We also require that the
spouses of the Franchise owners sign the Personal Guaranty.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must offer for sale all products and services which we prescribe and only those products and
services which we prescribe. You may not offer any other products andor services for sale without having
received our prior written authorization._You must at all times maintain sufficient levels of inventory, as
specified in the Operations Manual, to adequately satisfy consumer demand. You must offer, use and sell
all private label products which we may now or in the future designate for sale by System franchisees.

All products and services you use or offer for sale from your Franchised Business must comply
with our standards and specifications. Our standards and specifications are set forth in the Operations
Manual, which is revised from time to time. You are responsible for ensuring that your Franchised Business
meets these standards at all times. We have the right to inspect your Franchised Business or attend a project
site for quality control purposes. We have the right to change our System from time to time.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the Franchise Agreement and related
agreements pertaining to renewal, termination, transfer and dispute resolution. _You should read
these provisions in the agreements attached to this disclosure document.

Section-In
Agreement
franchise term Franchise Agreement.
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Section-n
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Agreement
b—Renewal-or 221023
extension of term
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Section-n
Provision Franchise
Agreement
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covenants after the
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-Section In
Franchise

Agreement

-Length of the franchise 2.1
term

10 years, which will commence on the Effective Date.
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Renewal or extension of

22t02.3

1 successive 10-year term. If the Franchise Agreement expires

term

without you properly exercising your renewal right and you
continue to accept the benefits of the Franchise Agreement
thereafter, then, at our option, we may treat the Franchise
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 “Holdover
Period”) until you and we agree to enter into our then-current form
of franchise agreement for a renewal term or until you or we
provide the other with written notice of termination, in which case
the Holdover 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 Holdover Period as if the
Franchise Agreement had not expired, except that the franchise fee
during the Holdover Period will be increased to 10% of Gross
Revenue for all types of products/services and without any
reductions. All obligations and restrictions imposed on you upon
expiration of the Franchise Agreement shall take effect upon
termination of the Holdover Period.

c. Requirements for

22110229

You must: (i) provide notice of your renewal no fewer than 12

franchisee to renew
or extend

months and no greater than 18 months prior to the end of the term;
(ii) demonstrate to our satisfaction that you have the right to
operate the Franchised Business at the Approved Location for the
duration of the renewal term or, if you are unable to continue
operating at the Approved Location, secure a substitute location
that is acceptable to us; (iii) complete to our satisfaction, no later
than 90 days prior to expiration of your then-current term, any
updates to all required equipment, supplies, inventory, hardware
and software, and vehicles and all maintenance, refurbishing,
renovating, updating and remodeling of the Franchised Business
premises, as well as any update to required hardware and software,
as necessary to bring the Franchised Business and all equipment
into full compliance with our then-current System standards and
specifications for new franchisees; (iv) not be in breach of any
provision of the Franchise Agreement, or any other agreement with
us, our affiliates, or approved/designated suppliers and vendors,
and also have been in substantial compliance with these
agreements during their respective terms; (v) satisfy all monetary
obligations you have to us, our affiliates, and approved or
designated suppliers/vendors and also have timely met these
obligations throughout the term; (vi) execute our then-current form
of franchise agreement, the terms of which may materially vary
from the terms of your current Franchise Agreement at least 3
months prior to the expiration of your current Franchise
Agreement; (vii) satisfy our then-current training requirements and
have obtained and maintained all licenses, permits and approvals
required by federal and state law applicable to providing the
Approved Products and Approved Services at any location within
the Designated Territory; (viii) execute a general release in favor
of us and our affiliates in the form we prescribe; and (ix) pay a
Renewal Fee equal to $5,000.

You will be obligated to pay a Renewal Fee for each Franchised
Business you want to renew under the Multi-Unit Addendum.
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Provided, however, that where a group of territories are under a
single Multi-Unit Addendum, the Renewal Fee will be $5,000 for
the first Franchise Agreement and $1,000 for each additional
Franchise Agreement renewed at the same time and in a contiguous

territory

d. Termination by Not Applicable | Not Applicable. However, franchisees may terminate under any
franchisee grounds permitted by applicable law.

e. Termination by Not Applicable | Not Applicable.
franchisor without
cause

f. Termination by 15.1t015.4 We may terminate your Franchise Agreement upon your default
franchisor with and, in some instances, failure to cure. Termination is effective
cause upon delivery of written notice, except as otherwise provided in the

Franchise Agreement.

[y
(S
w

g. “Cause” defined —
curable defaults

[y
[$2]
N

The following are curable defaults under the Franchise Agreement,
provided you cure the default within 15 days of our notice of: (i)
your failure to pay any sums due us, our affiliates or any of our
System Suppliers, Approved Suppliers, or vendors; (ii) your failure
to immediately endorse and deliver to us any payments due us from
any third party that are erroneously made to you; (iii) your failure
to maintain sufficient inventory of marketing materials and other
supplies; (iv) your failure to maintain the prescribed months, days
or hours of operation at the Franchised Business; (v) your failure
to personally supervise day-to-day operations or failure to employ
a sufficient number of qualified, competent personnel to operate
the business to the brand standards; (vi) your failure to maintain
the strict quality controls reasonably required by the Franchise
Agreement and/or the Operations Manual; and (vii) your failure to
procure or maintain any licenses, certifications or permits
necessary for the operation of the Franchised Business (provided
that additional time may be provided if franchisee has an
appropriate substitute license that allows the business to operate
and is diligently pursuing licensure).

Notwithstanding Sections 15.1, 15.2 and 15.3 of the Franchise
Agreement, you will have 30 days from the date of our notice to
cure any other default under the Franchise Agreement or any other
agreement with us or our affiliates. The cure period will be
extended for a period of up to 30 days if: a) the breach cannot
reasonably be cured within the original cure period, or b)
Franchisee is diligently pursuing a cure of the breach but is unable
to complete the cure due to circumstances outside of Franchisee’s
control.

-
=

h. “Cause” defined —
non-curable
defaults

The Franchise Agreement will automatically terminate without
notice or opportunity to cure upon the occurrence of any of the
following: (i) if you make an assignment for the benefit of creditors,
file a voluntary petition in bankruptcy, are adjudicated bankrupt or
insolvent, file or acquiesce in the filing of a petition seeking
reorganization or arrangement under any federal or state bankruptcy
or insolvency law, or consent to or acquiesce in the appointment of
a trustee or receiver for you or the Franchised Business; (ii) if
proceedings are commenced to have you adjudicated bankrupt or
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seek your reorganization under any state or federal bankruptcy or
insolvency law and such proceedings are not dismissed within 60
days, or a trustee or receiver is appointed for you or the Franchised
Business without your consent and the appointment is not vacated
within 60 days; or (iii) you lose the right to occupy the premises or

operate the Franchised Business from the Approved Location and
such location is not replaced with an approved location within 6

months after loss of the right to occupy the original site.

We have the right to terminate the Franchise Agreement upon
notice and without opportunity to cure upon the occurrence of any
of the following defaults: (i) you or one of your principal(s) are
convicted of, or plead guilty or no contest to, a felony (whether or
not related to the Franchised business) or other offense related to
the operation of the Franchised Business or which we believe, in
our sole discretion, is likely to have an adverse effect on our
Proprietary Marks or the goodwill associated therewith; (ii) you or
your_principal(s) commit any fraud or misrepresentation in the
operation of the Franchised Business; (iii) you or any of your
principals, including any shareholder, member, guarantor or agent
engage in any activity or conduct that materially impairs the
goodwill associated with the System or Proprietary Marks and fail
to cease and correct such activities or conduct within 24 hours of
being notified of this breach (Franchisee will have only one
opportunity to cure under this section. Any subsequent violation
after the first violation is subject to immediate termination without
an opportunity to cure.); (iv) you or your principal(s) make any
misrepresentation or omission in connection with your franchise
application, including, but not limited to, any financial
misrepresentation; (v) you or your Designated Manager fail to
complete the Initial Training Program in the required time period;
(vi) we send you 2 or more written notices of default pursuant to
Sections 15.3 and 15.4 of the Franchise Agreement in any 12-
month period, regardless of whether or not you subsequently cure
these defaults; (vii) you or your principal(s) materially breach any
other agreement with us or our affiliates, or threaten any material
breach of these agreements, or any lease for the Approved
Location, and fail to cure such breach within the prescribed time
period set forth in that agreement; (viii) you or your principal(s)
misuse our Proprietary Marks or Confidential Information in any
manner; (ix) you or your principal(s) disclose any contents of the
Operations Manual, Confidential Information, and/or Trade
Secrets; (x) you violate any law, ordinance or regulation, as well as
your operation of the Franchised Business in a manner that presents
a health or safety hazard to customers or the general public and
have not cured the violation within 15 days and has not put in place
an action plan to prevent the occurrence of any similar violation in
the future. The cure period does not apply to any repeated
occurrence of the same or similar breach in the future; (xi) you
violate any of the restrictive covenants set forth in the Franchise
Agreement; (xii) a levy or writ of attachment or execution or any
other lien is placed against you or any of your principals or any of
their assets which are not released or bonded against within 30
days; (xiii) except for adjudicated insolvency which is subject to
automatic termination, you or your principal(s) become insolvent
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or admits insolvency; (xiv) you voluntarily or otherwise abandon
the Franchised Business; (xv) you make any unauthorized transfer
of any interest in the Franchised Business (including the sale of
assets of the Franchised Business) and do not void such transfer, or
otherwise come into compliance with the transfer obligations
within 30 calendar days of notice from Franchisor; (xvi) you offer
any unauthorized or unapproved products or services at or from the
Franchised Business and fails to immediately cease offering the
unauthorized Products or Services unless and until you obtain
approval from us; (xvii) you order or purchase supplies, signs, or
other required items and/or inventory from an unapproved supplier
and fails to immediately cease the unapproved purchases unless and
until you obtain approval from us; (xviii) you misuse, or make
unauthorized use of, any proprietary software that we may develop
and does not immediately cease use of such unauthorized use of
such software, provided however that immediate termination is
permitted even if the unauthorized use is stopped: a) where cure is
not_possible, b) where such default negatively and materially
impacts the rights of the system to use the software, or c) where as
a result of such default franchisee is not permitted to continue using
software that is a required software for the System; (xix) you fail to
maintain the required insurance, and fail to reinstate insurance
within 48 hours of notice from us or repay us for insurance we paid
for you; (xx) you fail, within 15 calendar days after notification of
non-compliance by federal/state/local government authorities, to
comply with any law or regulation applicable to the Franchised
Business; (xxi) the government takes any action against you that
results in an obligation upon us that we believe is uneconomical,
not in our best interest, or which would result in having an
unintended relationship or obligation; (xxii) you fail to comply with
any anti-terrorism law or provisions; (xxiii) you take any assets or
property of the Franchised Business for personal use except for
incidental and innocuous sue that does not result in a claim or
damage to the goodwill of the brand; (xxiv) there are insufficient
funds in your EFT bank account to cover any payment to Franchisor
2 or more times in any 12-month period; (xxv) you fail to
commence operations of the Franchised Business within the
required time period; (xxvi) you operate or conduct business
outside of your Designated Territory without our consent; (xxvii)
you or_your principal(s) do not provide your best efforts as
described in Section 7.10 of the Franchise Agreement; and (xxviii)
you or your principal(s) fail to maintain an immigration status that
allows Franchisee and/or such owners to live and work in the
United States.

i. Franchisee’s 16.1
obligations on
termination /
non-renewal

Upon termination or expiration of the Franchise Agreement, your
obligations include: (i) immediately cease all operations of the
Franchised Business; (ii) immediately pay all amounts owed to us,
our affiliates and our major suppliers and vendors; (iii) immediately
discontinue using the Proprietary Marks; (iv) immediately cease
using the Business Management and Technology System and
Operations Manual, and within 10 days return all proprietary and
confidential materials; (v) immediately cease use of all telephone
and facsimile numbers and related listings, as well as any permitted
domain names and/or social media pages that were used in
connection with the Franchised Business (collectively, the
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“Assigned Property”) and take all necessary steps to assign the
Assigned Property to us or our designee; (vi) immediately vacate
the premises of the Franchised Business and arrange for transfer of
the lease, if applicable; (vii) within 10 days, return all stationery,
printed matter, signs, advertising materials, supplies and other items
containing our Proprietary Marks and trade dress; (viii) cease
holding yourself or the Franchised Business out as part of our
System:; (ix) cease all contact with Franchised Business customers;
(x) take all actions necessary to amend or cancel any assumed name
business name or equivalent registration that contains any trade
name or Proprietary Mark, and furnish evidence to us that you have
complied with this obligation within 15 days; (xi) permit us to make
a final inspection of your financial records, books and other
accounting records within 2 years of the termination/expiration or
transfer of your Franchise Agreement; (xii) comply with your post-
term restrictive covenants set forth in Section 17 of the Franchise
Agreement; (xiii) cease using any methods, procedures or
techniques associated with us or the System in advertising or any
other manner; (xiv) de-identify all vehicles used in connection with
the Franchised Business; (xv) execute from time to time any
necessary papers, documents, and assurances to effectuate Section
16 of the Franchise Agreement; (xvi) provide us with any social
media account information and access thereto; (xvii) reimburse us
for any costs that we incur in enforcing your obligations under
Section 16 of the Franchise Agreement.

franchisor approval
of transfer

j.  Franchisor’s right 145 There are no restrictions on our right to sell, transfer or assign the
to transfer Franchise Agreement.
k. “Transfer” by 14.1 “Transfer” as a verb means to sell, assign, give away, transfer,
franchisee - defined pledge, mortgage or encumber, voluntarily, involuntarily, or by
operation of law (such as through divorce or bankruptcy
proceedings), any interest in the Franchise Agreement, the
Franchised Business, substantially all the assets of the Franchised
Business, or in the ownership of the Franchised Business (if you are
an entity). “Transfer” as a noun means any sale, assignment, gift,
transfer, pledge, mortgage or encumbrance.
I.__Franchisor approval 141 Any transfer requires our prior written consent and a general
of transfer by release. Franchisor will not unreasonably withhold, condition, or delay
franchisee a request to transfer by Franchisee.
If you are an individual and desire to assign your rights under the
14.4 Franchise Agreement to a corporation or limited liability company,
and if certain conditions are met, we will consent to the transfer
without assessing a transfer fee, and such assignment will not be
subject to our right of first refusal.
m. Conditions for 14.3.2 Our_approval of a proposed transfer is conditioned upon the

satisfaction of the following conditions, as applicable: (i) all of your
accrued monetary obligations to us, our affiliates, suppliers and
vendors have been paid; (ii) you have cured all existing defaults
under the Franchise Agreement and any other agreement with us
our affiliates and designated/Approved Suppliers and vendors
within the time period permitted for cure, and have substantially
complied with these agreements during their respective terms; (iii)
you and your principals and the transferee (if it had any prior
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relationship with us or our affiliates) must execute a general release
under seal of any and all claims against us and our affiliates
(including our officers, directors, shareholders and employees, in
their corporate and individual capacities) in the form we prescribe;
(iv) transferor and transferee must execute a mutual general release,
relieving all claims against each other provided, however, the
general release shall not be inconsistent with any applicable state
statute regulating franchising; (v) you or the transferee must provide
us with a copy of the executed purchase agreement for the
Franchised Business, as well as all other documents relevant to the
transaction; (vi) transferee must satisfactorily demonstrate to us that
it meets our educational, managerial and business standards to
operate the Franchised Business; (vii) transferee must either
execute our then-current form of franchise agreement, which may
contain materially different terms than your Franchise Agreement,
and assume a full term as set forth in the then-current form of
franchise agreement for new franchisees; or, at our option, enter
into an assignment and assumption of the Franchised Business and
all rights and obligations thereunder; (viii) you must pay us our
transfer and training fees; (ix) transferee must satisfactorily
complete our Initial Training Program at its own expense within the
time frame we designate; (x) you, your principals and members of
their respective families must comply with the post-termination
provisions of the Franchise Agreement; (xi) transferee must obtain
and maintain all permits and licenses required for the operation of
the Franchised Business within the time limits we set; (xii) if you
are operating from a leased location, the lessor of that location must
approve the assignment of the lease to the transferee; (xiii) the
transfer must comply with any state and federal laws that apply to
the transfer; (xiv) you must ensure that all projects in progress at
the time of the transfer will be continued without interruption, and
the transferee must promptly notify all current customers of the
change in ownership; (xv) the purchase price and terms of transfer
must not be overly burdensome to transferee; (xvi) you must
request that we provide the transferee with our current form of
Franchise Disclosure Document; (xvii) our approval of your
transfer does not constitute a waiver of any claims we might have
against you; and (xviii) we may disclose to any prospective
transferee financial information concerning you and your
Franchised Business which you have supplied to us under the
Franchise Agreement.

You do not need to pay a transfer fee if you are an individual and you
wish to transfer the Franchise Agreement to a corporation or limited
liability company, provided the following conditions are met: (i) the
business entity is newly organized and its activities are confined to
operating the Franchised Business; (ii) you remain, at all times, the
owner of at least 51% of the outstanding shares of the entity; (iii) the
entity agrees to assume all of your obligations under the Franchise
Agreement; (iv) all stockholders of the corporation, or members and
managers of the limited liability company must execute our
prescribed form of personal guaranty; (v) at our request, you must
provide true and correct copies of all documents and contracts
governing the rights, obligations and powers of the owners. If you
are a partnership, corporation or limited liability company, you and
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your principals, and the transferee (if it has had any previous

relationship with us or our affiliates), must execute a general release.

If we approve a Transfer to allow ownership by an ESOP, trust or

private equity firm, there may be additional requirements.

n. Franchisor’s right

14.3.1

of first refusal to

acquire franchisee’s

business

We have the right to match any bona fide third-party offer to buy
your franchise rights, assets or controlling interest that is the subject
of a proposed Transfer (other than a Transfer from an individual
franchisee to a business entity as described in Section 14.4 of the
Franchise Agreement). We may exercise this right of first refusal
within 30 days of the date you provide us with a copy of the third-
party offer and any other information that we request. If we do not
exercise this option, you must complete the Transfer to the third-
party within 120 days, subject to the conditions set forth in Section
14.3.2 of the Franchise Agreement. Otherwise, we will once again
have our right of first refusal.

0. Franchisor’s option

to purchase
franchisee’s
business

16.2 and 16.3

Upon your termination, we or our designee may purchase personal

property used in connection with the operation of the Franchised
Business by: (i) providing you with notice of our election to do so
within 60 calendar days of the expiration/termination of your
Franchise Agreement; and (ii) paying you the fair market value for
such personal property within 60 days of providing you with this
notice. The assumption of any debt or lease obligations on personal

property is deemed a credit towards purchase at fair market value.

p.__Death or disability
of franchisee

14.2.1

In the event of Franchisee’s death, disability or incapacitation (or

14.2.2

the death, disability or incapacitation of Franchisee’s partners or
personal guarantors), Franchisee’s legal representative, or
Franchisee’s  partner’s or  guarantor’s  respective  legal
representative, as applicable, will have the right to continue the
operation of the Franchised Business as franchisee under this
Agreement if: (i) within 180 days from the date of death, disability
or_incapacity (the “180-Day Period”), such person: (a) meets
Franchisor’s then-current standards to become a franchisee, as
described in Section 14.3.2.6; and (b) has obtained Franchisor’s
prior written approval and has executed Franchisor’s then-current
franchise agreement for the unexpired term of the franchise, or has
furnished a personal guaranty of any partnership, corporation or
limited liability company guarantying franchisee's obligations to
Franchisor and Franchisor’s affiliates; and (ii) such person
successfully completes Franchisor’s training program (which
Franchisor will provide at Franchisor’s then-current tuition rate).
Such assignment by operation of law will not be deemed in violation
of this Agreement, provided such heirs or legatees accept the
conditions imposed by the Franchise Agreement and are acceptable
to Franchisor. However, in the case of a transfer by demise or
inheritance, if the heirs or beneficiaries of any deceased person are
unable to meet the conditions contained in this Agreement, the
personal representative of the deceased Franchisee will have a
reasonable time, in Franchisor’s sole discretion, which shall not
exceed 180 days from the date or transfer by demise or inheritance,
to dispose of the deceased's interest in the Franchised Business, and
such disposition will be subject to all the terms and conditions for
transfer contained in this Agreement. If the interest is not disposed
of in the manner and time frame provided in the immediately
preceding sentence, then Franchisor may terminate this Agreement.
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We may, but are not obligated to, operate the Franchised Business
during the 180-day period following the death/incapacity/disability
and we may pay ourselves our then-current fee to reimburse us for
providing management services and our other costs.

g. Non-competition 171 During the term of the Franchise Agreement, neither you, nor your
covenants during owners, officers, directors, principals, nor any member of the their
the term of the immediate families may directly or indirectly: (a) own, maintain
franchise engage in, be employed as an officer, director or principal of, lend

money to, extend credit to, or have any interest in any other business
that, directly or indirectly, by itself or through licensees or
franchisees, offers any products and/or services authorized or
offered for sale by System franchisees (a “Competitive Business™)
within the Designated Territory or the Designated Territory of any
other System franchisee, provided that Section 17.1.1 of the
Franchise Agreement does not apply to: (i) such person’s ownership
of a Franchised Business under a Franchise Agreement with us; or
(ii) such person’s ownership of a less than 5% legal or beneficial
interest in any publicly-traded company providing such services; or
(b) solicit any current, former or prospective customer solicited by
your Franchised Business or any other customer that you become
aware of as a result of access to our System or other franchisees for
any competitive purpose.

r.__Non-competition 17.2 For a period of 2 years after the expiration, transfer or termination
covenants after the of the Franchise Agreement, regardless of the cause, neither you,
franchise is your owners, officers, directors, or principals, nor any member of
terminated or the immediate family of you or your owners, principals, officers, or
expires directors may, directly or indirectly, for themselves or through, on

behalf of, or in conjunction with any other person, partnership or
corporation: (1) own, maintain, engage in, be employed as an
officer, director or principal of, lend money to, extend credit to, or
have any interest in any Competitive Business: (a) within the
Designated Territory; (b) within a 25-mile radius of the Designated
Territory of any other Franchised Business; or (c) within a 25-mile
radius of any other System business operated by us or our affiliate.
This covenant does not apply to: (i) your ownership of a Franchised
Business under a Franchise Agreement with us; or (ii) your
ownership of a less than 5% legal or beneficial interest in any
publicly traded company providing services the same as or similar
to a Competitive Business; or (2) solicit any current, former or
prospective customer solicited by your Franchised Business, or any
other customer that you have become aware of as a result of access
to our System and other franchisees for any competitive purpose.

s. Maodification of the 22.1 The Franchise Agreement may not be modified except by a written
agreement agreement that both of us sign.

t.__Integration/ merger 221 Only the terms of the Franchise Agreement and the Franchise
clause Disclosure Document are binding (subject to state law). Any

representations or promises made outside of the Franchise
Disclosure Document and Franchise Agreement may not be
enforceable. Nothing in the Franchise Agreement or any related
agreement is intended to disclaim the representations we made in
this Franchise Disclosure Document.
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u. Dispute resolution 18.2
by arbitration or
mediation
183
18.3.1

Any claim or dispute of any type whatsoever involving you and us
whether or not arising out of the Franchise Agreement (“Dispute”)
will be processed in the following manner, except as expressly
provided in Section 18.3.1 of the Franchise Agreement. You must
first bring any claim or dispute between you and us to our
management, after providing notice. You must exhaust this internal
dispute resolution procedure before you may bring your Dispute
before a third party that has a minimum of 7 years’ substantive
experience in franchise law.

If you and we are unable to resolve a Dispute using the internal
dispute resolution procedure, then Disputes must be submitted first
to non-binding mediation in Mecklenburg County, North Carolina
under the auspices of the American Arbitration Association
(“AAA”), in accordance with AAA's Commercial Mediation Rules
then in effect. The mediation will be conducted by 1 mediator with
at least 7 years of substantive experience in franchise law who will
be appointed under the AAA’s Commercial Mediation Rules and
who will conduct the mediation in accordance with such rules.
Mediation must be conducted on an individual, not a class-wide,
basis. Statements made by us, you or any other party in any such
mediation proceeding will not be admissible in any arbitration or
other legal proceeding. If the mediation is unsuccessful in resolving
the dispute, then, subject to the exclusions set forth in Section 18.3.1
of the Franchise Agreement, all Disputes must be submitted to
binding arbitration before 1 arbitrator of the AAA in accordance
with its commercial arbitration rules. The arbitration will be
conducted by one arbitrator with at least 7 years of substantive
experience in franchise law who will be appointed under the AAA’s
Commercial Arbitration Rules and who will conduct the arbitration
in accordance with such rules. Each party shall bear its own cost of
mediation and arbitration and we and you shall share mediation
costs equally. This agreement to mediate and arbitrate shall survive
any termination or expiration of the Franchise Agreement.

The parties shall not be required to first attempt to mediate or arbitrate
a_controversy, Dispute or claim through mediation if such
controversy, Dispute or claim relates to an allegation that a party has
violated (or threatens to violate, or poses an imminent risk of
violating): (i) any federally protected intellectual property rights in
the Proprietary Marks, the System, or in any Confidential
Information; (ii) any claims pertaining to or arising out of any
warranty issue; (iii) any of the restrictive covenants contained in the
Franchise Agreement; (iv) any of your payment obligations that are
more than 45 days past due; (v) any claims arising out of or related
to fraud or misrepresentation by you, or your insolvency; (vi) any
claims relating to your obligations on termination or expiration of the
Franchise Agreement; (vii) any claims relating to any Transfer of an
interest in you, the Franchised Business or your assets; or (viii) any
matters involving danger, health or safety.

Dispute resolution requirements are subject to applicable state law.
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v. Choice of forum 18.4 All claims not subject to mediation and/or arbitration must only be
brought in a competent court of general jurisdiction located in
Mecklenburg County, North Carolina or, if appropriate, the United
States District Court for the Western District of North Carolina
(subject to applicable state law).

w. Choice of law 18.1 North Carolina law governs all claims arising out of the Franchise
Agreement, without reference to its conflict of laws provision
(subject to applicable state law).

ITEM 18
PUBLIC FIGURES

We do not currently use any public figure to promote our System.

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, and/or affiliate--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)
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.

[Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" J

As of December 31, 20232922 there were feu%4—)21 franchised locations in operation. Fhe-Knexvite;

Affiliate- Owned Locatlons #em—lanuaw—l—converted to Franchlsed Locatlons durlnq 20222922—

The Affiliate-Owned Locations have been in operation since 2019 using a system of operations
substantially similar to the THE DESIGNERYSM System and upon which the THE DESIGNERYSM
System is based. The Affiliate-Owned Locations converted its branding to THE DESIGNERYSM on June
1, 2022. The data was obtained through reported financial statements. The information in this Item has
not been audited, is based on historical financial data provided to us by the Affiliate-Owned business. Prior
to converting to Franchised Businesses the Affiliate-Owned Locations were not subject to the franchisee
fees relating to royalties and advertising (including mandatory minimum advertising spend requirements).
Meore-than-ene—of-theThe two Affiliate-Owned Locations may—beare managed tegether—by the same
personnel_and administrative functions (finance, human resources, billing, etc.) are shared between the
locations in a similar manner as franchisees who operate more than one location under a Multi-Unit

Addendum. Other than as described above there are no other material financial or operational differences
between the Affiliate-Owned Locations and operational franchise outlets.
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Speeifically-Part | of this Item sets forth certain Gross Revenue, Gross Profit, expenses, and other

estimated fees for two Affiliate-Owned Locations—Part-H-sets-forth-Gress-Revenue by-month-for 2021-and
from January 1, 2023 — December 31, 2023 (the “2023 Measurement Period”).2622-

Part 11 of this Item discloses the Ticket Size for 10 Franchised Businesses with at least 1 month of
operations in 2023 and includes the 2 Affiliate-Owned Location Data. This data is for the period January
1, 2023, through December 31, 2023. This data was collected from our Business Management and

Technology System.

Some _units_have earned this amount. Your indivi | results m iffer. There is n
assurance that you’ll earn as much.

PART I:
GROSS REVENUESALES, GROSS PROFIT, EXPENSES, ESTIMATED FEES, AND —
ADJUSTED NET-INCOME-GENERATEDPROFIT IGENERATED BY THE REPORTED
AFFILIATE-————OWNED LOCATION DURING THE 20232021-2022
MEASUREMENT PERIOD

Affiliate QutletL ocation 1: The Designery ~Catheun— Rossville, GA

20222023 2021 Measurement Period | Deleted Cells
Measurement
Period

Percent Total Percent  Deleted Cells
Total age age \ Deleted Cells

100.000 $776702 | 100.00

Gross Sales® $829.855-$ 3,122,674 % %

44.9052. $388,748 | 50.00%

Total Cost of Goods Sold® $372,634-$ 1,652,998 9%

Gross Profit® $457.221 % 1,469,676 1%

Disclosed Expenses: i ‘ . [ Deleted Cells
Management Compensation, $20.045.8 350% | $3 | Deleted Cells
Commission, Burden, & A 42 14.4.40% [ Deleted Cells

fits® 448,599 28 ;
Benefits® | Deleted Cells
Mise-Miscellaneous G&A 3.282.6 $13:156 | 110% | Deleted Cells
— e $27.251 % 79,875 - - “
Expenset® % | Deleted Cells
Rent-&Lease®Marketing 5.472.3 $45:449 | 5:90%
Advertising, & Promotion‘® 345,362 12271 %
0.94% | $7% \ Deleted Cells
o - $7.8008 | ° z
Building, Rent, & Utilities®? 58 781 88 1.609% ' Deleted Cells
Insurance® $ 8,204 | 0.3% . X  Deleted cells
\: Deleted Cells
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Franchisor Fees: -
Royalty Fee (~ 6.88%)¢5.86%)® |  $57,085. 183,134 &8802& $60,080 | 7:00%
Brand Fund Fee (196)¢2%)(0 $8.200.8 62,453 ““9&@ 7767 | 100%

-0

(‘Echnology Fee ($599/mo.)y¢¢) $ 7.188 | 0.872% $7.188 | 0.93%
Local Advertising )
Requirement®? $ 0 0.0%
Local-AdvertisingAnnual | 460%
Conference Fee ($31,000-per $36 1,000 434;/0& $36,000
monthy -&4year) 0
Marketing Management Fee 0
($500/mo) $ 6,000 0.2%
Online Local Presence Fee 0
($249/mo) $ 2,988 0.1%

Total Disclosed Expenses®® $ 930,494 29.8%

Adjusted Profit ¢4 3 539,182 17.3%

Affiliate Location 2: The Designery — Calhoun, GA

2023 Measurement Period
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- Total Percentage
Gross Sales® $ 723,833 100.0%
Total Cost of Goods Sold® 3 289,533 40.0%
Gross Profit® 3 434,300 60.0%
Disclosed Expenses: B

Management Compensation,

Commission, Burden, & $ 60,510 8.4%

Benefits®

Miscellaneous G&A © $ 10,020 1.4%

Fh)/:g*g;iig?],(ﬁﬁdvertisinq, & $ 32.900 45%

Building, Rent, & Utilities™ 3 62,400 8.6%

Insurance® $ 2,735 0.4%
Franchisor Fees:

Royalty Fee (~ 5.86%)® $ 50,668 7.0%

Brand Fund Fee (2%)%9 $ 14,477 2.0%

Technology Fee ($599/mo) v $ 7,188 0.2%
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Call-CenterFee{$0YLocal $ | 0.0%$ $0 6:0% [ Deleted Cells
Advertising Requirement®? | € | 0 : [ Deleted Cells
Annual Conference Fee $1000 [ Deleted Cells
$ 1,000 0.03% ;
($1000/y¢1,000/year) B | Deleted Cells
Marketing Management Fee o
($500/mo) $ 6,000 0.2%
Online Local Presence Fee 0
($249/mo) $ 2,988 0.1%
26.3934. $212.678 \ Deleted Cells
Total Disclosed Expensest® $219.030-$ 250,886 7% ( Deleted Cells
28.7025. $175:306 \ Deleted Cells
Adj usted Profit_(l“) $238,491-$ 183,414 §% ‘/ Deleted Cells
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il : - m
2022 Measurement Period 2021 Measurement Period
R Total Percentage Total Pereentage
Mise-G&A-Expenset? e 6.67% S 11.67%
Utilitiest® $15;152 0.43% $23;721 0-75%
Royalty Fee (~5.77%)® $202,603 577% $157.663 5.00%
Brand-Fund-Fee (106)® $35,161 1.00% $31.533 1.00%
Technology-Fee
Call-CenterFee($0) €2 $0 0.0% $0 0.0%
Annual-Conference Fee

Notes to Part I:

1.

Gross Revenue—~Sales. Gross Revenue inehadesSales” is defined to include all income of any type
or nature and from any source that is-derivedyou derive or receivedreceive directly or indirectly
from, through, by or on account of the operation of the Franchised Business at any time after the
signing of your Franchise Agreement, in whatever form and from whatever source, including, but
not limited to, cash, services; in kind from barter and/or exchange, on credit or otherwise, as well
as business interruption insurance proceeds, all without deduction for expenses, including
marketing expenses and taxes. -However, the definition of Gross RevenuesSales does not include
sales tax that is collected from customers and actually transmitted to the appropriate taxing
authorities.

Cost of Goods and Services Sold. “Cost of Goods and Services Sold” means the direct
nonmanagerial and non-administrative cost of goods sold and labor incurred by the Affiliate-
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Owned Location in directly performing and/or installing Approved Services and Products resulting
in Gross Revenue. Cost of Goods and Services Sold does not include managerial expenses,
including field management, administrative expenses, disclosed expenses, operating expenses, or
general expenses including, but not limited to credit card processing and bank fees.

3. Gross Profit. Gross Profit is calculated by taking Gross Revenue and subtracting Cost of Goods
and Services Sold. Gross Profit is not net profit or income and, except as to Cost of Goods and
Services Sold, does not include the deduction of all other expenses incurred by a Franchised
Business including, but not limited to, Disclosed Expenses, operating expenses, interest, taxes,
depreciation, and amortization.

4. Mise-SCE&A-Expense—Mise—SG&AExpeaseManagement Compensation, Burden, & Benefits.

“Management Compensation, Burden, & Benefits” includes all wages and salaries paid to the
owners, union and non-union employees, payroll taxes and employee benefits. The Owner of the
Affiliate Owned Franchise Outlet took $78,000 in W-2 income that has been removed from
Management Compensation, Burden, and Benefits in Affiliate Location 1. There is a full
management team, operations team, and sales team in the Management Compensation, Burden,
and Benefits Section of the P&L.

4.5. Miscellaneous G&A. “Miscellaneous G&A” means the administrative and managerial expenses
incurred by the Affiliate-Owned Location in the normal course of business. This includes general
expenses related to office supplies, discretionary dues and subscriptions, commissions, bonuses,
maintenance, and other related staffing, general, and other administrative expenses that are not
directly incurred by outlet in performing/providing Approved Services and Products.

6. Marketing, Advertising, & Promotion. “Marketing, Advertising, & Promotion” includes
advertising & promotion, new business development.

5.7., & Utilities. ““Building, Rent, & Utilities” means-the-total-amount-the-Affiliate-Owned

Location-expended-on-includes fees for rent, upkeep of office/warehouse space, and utilities ever
the-Measurement-Period—Utilitiestneludes-electric-gas-and-water—for the Approved Locations.

8. Estimated—Local—Marketing-Insurance. “Insurance” includes cost of required and optional
insurance.

2—Royalty Fee. The term—EstimatedTLocal MarketingTerm “Royalty Fee” means the total-Loecal
Marketing-ExpendituresRoyalty Fee that the Affiliate-Owned Location would have had to pay us
or-othepwise—expend-over the 2023 Measurement Period if the Affiliate-Owned Location were
owned by a System franchisee and governed by our current form of franchise-agreement—The-Local

Marketing-Regrirementis-currenththe-greaterof-{i-three-bereent-3{243-of-Franchise Agreement.
We calculated the Royalty Fee by multiplying Gross

Crepppe—e =G0 000 e ol eele
the-minimumSales by 0.0586 (5.86% for Rossville, GA) and 0.07 (7.00% for Calhoun, GA) to

account for the sliding scale Royalty Fee of $3;000-and-multiplied-that-amount-by-12-to-generate
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l:eeatlen—wereewned—by—a%ystem—franehlseeS% -7% set forth and geverneel—ley equired under our

10. Estimated-Brand Fund CentributionFee. The term “Estimated-Brand Fund Contribution” means the
Brand Fund Contribution that the Affiliate-Owned Location would have expendedhad to pay us
over the 2023 Measurement Period if the Affiliate-Owned Location were owned by a System
franchisee and governed by our current form of franchise-agreement-OurFranchise Agreement. We
calculated the Brand Fund Contribution is—eurrenthrene—percent{10%)-ofby multiplying Gross
Revenue-TheSales by .02 to account for the Brand Fund Contribution of 2% set forth and required
under our current form of Franchise Agreement.

3——Technology Fee. “Technology Fee” is calculated by taking the-tetal-Gross-Revenue-of-$776.702

anel—multtplymg—that—ameunt—by—ﬁ—our current Technoloqv Fee of $599 and mult|plv|nq that
number by 12. We do not presently expect the Technology Fee to exceed $1,000 per month,
however, there is no cap on the amount the Technology Fee may be increased. An increase will be
based on the following: cost of inflation, cost of underlying products and services, including
development costs of software, mobile applications, websites, costs of software, subscriptions, and
related services, and any other products or services added to the technology stack.

12. “Local Advertising Fee”Requirement. “Local Advertising Requirement” for Rossville, GA is

calculated by taklng our current Local Advert|smg feeRequirement of $3 000 per month for eaeh

the EeealAelvertrsmg—Fee—Rosswlle GA Iocatlon

and $3,000 per month for Calhoun, GA.

The Local Advert|5|ng FeeRegmremen can be increased to $4 000 per month upon a 90 -day not|ce

#er—ZQQ—l—anel%}O%AgQ—ter—ZO%Z—We have adjusted the number in the table to $36—099—(m+mmum
reflect

advertising included in the Marketing, Advertising, & Promotion figure under Disclosed Expenses

as well as salaries for employees who are dedicated to Sales (See Franchise Agreement Section

12.5.2 “salaries/commissions for one or more sales people with approval from Franchisor”) for

2023. For Rossville, GA, approved salaries/commissions equaled $41,391. For Calhoun, GA,

approved salarles/commlssmns equaled $18 096 292—1—($4:90—990)—and—2—922—§&29—9@)—fer
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8:13. Total Disclosed Expenses. “Total Disclosed Expenses” is calculated by adding—Mise:

- (a) Management Compensation, Burden, & Benefits ; (b) Miscellaneous G&A,;
(c) Marketing, Advertising, & Promotion; (d) Building Rent-&-Lease;, Maintenance, & Utilities;
Estimated-Local-Marketing,Estimated_; (e) Insurance; (f) Royalty FeeEstimated; (g) Brand Fund
Contribution;-and-Estimated; (h) Technology Fee- i
the-ones—noted—herein—; (i) Local Advertising Requirement; (j) Annual Conference Fee; (k)
Marketing Management Fee; (I) Online Local Presence Fee. The following expenses are excluded
from Total Disclosed Expenses: interest, taxes, depreciation, amortization; and credit card rewards.

9:14. Adjusted Profit. “Adjusted Profit-means-" is calculated by taking the Gross Profit fessand
subtracting that number by the Total Disclosed Expenses. Adjusted Profit is not equal to net profit
or income and, except as to Cost of Goods Sold and Services Sold and Disclosed Expenses, does
not include the deduction of all other expenses incurred by a Franchised Business including, but
not limited to, other operating expenses, management wages, interest, taxes, depreciation; and
amortization.

PART 1l
MONFHLY-GROSS REVENUE-GENERATEDBY
TFHEJOB SIZE STATISTICS FOR FRANCHISED & AFFILIATE-OWNED
LEOCATHONSBUSINESSES
WITH OPERATION DURING THE 20232021-2022 MEASUREMENT PERIOD

b e & Affiliate-Owned-Location  Affiliate-  Affiliate-Owned  Affiliate-  Deleted cells
ob Size - Summary 1 Owned Location 1 Owned " Deleted Cell
Statistics Location Location2 ‘ eletec te™s
e 2 | Deleted Cells
| Deleted Cells
- 2021 2022
$64:86
January $212670 0 $238,824 $49.467
$236.690 $63:87
¥ ’ 8 $303,390 $58,511
M $258 715 $47,98
! 7 $291.648 $88.319
) $226 976 §72,77
oH ! 4 $351.583 $83.314
MayHig $283.533 $56;  $333 465 [ Deleted Cells
ey 544939 :
hest 933 6% | Deleted Cells
[ Deleted Cells
$267,831 \
JuneAverage 10.012 $53;388 8330171 $04702 | Deleted Cells
| Deleted Cells
\i Deleted Cells
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JulyMedian $§154_g§9 $59.355 $352.395 $93.195
September ssoae | 0| o | swsao
Novermber saaags | 5% $219.333 $21,207
December swsasr | ST s $50,811
Fotat ssassast | S| iose | saaness

Notes to Part I1:

1. This data includes 15 Designated Territories operated by 10 Franchised Businesses that operated for 1

or more months in 2023 and includes Affiliate-Owned Locations.

2. Job Size for purposes of Part 11 is a completed job. The amount of each job is the total Gross Sales from

a Job. A Job can be inclusive of all product and service sales related to a single job. In some instances

where we measure for cabinets but a customer does not order cabinets, there is a flat $75 charge. These

tickets have not been included in the above table because the customer did not proceed with a project.

3. This data includes 2031 customer records. There was a total of 1297 customer records from the

Affiliate Owned Locations with a high job size of $50,592.38, an average of $7,274.92, a median of

$4,914.48 and a low of $108.12. There was a total of 734 of the customer records from Franchised

Businesses with a high job size of $65,938.79, an average of $15,831.21, a median of $17,418.52 and

a low of $12,313.92. This data was collected from our Business Management and Technology System.

General Notes to Item 19:

1.

Territory Sizes. We recently restructured the size of the Protected Territory that we grant under our
current form of franchise agreement. The Affiliate-Owned Locations operate in territories of the
following sizes:

a. Affiliate-Owned Location 1 — Approximately 139,000 Qualified Households—(eguivatent

b. Affiliate-Owned Location 2 — Approximately 44,000 Qualified Households-{eguivatent-to

7 g

Prior Trademark. During the 2021 Measurement Period, the Affiliate-Owned Locations operated
under our prior proprietary mark “A1l Kitchen and Bath Design.” The Affiliate-Owned Locations
began transitioning to our current mark “The Designery$™” on June 1, 2022.
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3. Affiliate-Owned Location. The term “Affiliate-Owned Location” means any location that is owned
directly or indirectly by us, our affiliates, or any person identified in Item 2 of this Franchise

Disclosure Document.

Written substantiation of-the—data—used—in—preparing—this—ttemfor the financial performance

representation will be made available spento the prospective franchisee upon reasonable request.

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 Franchised Business, however,
we may provide you with the actual records of that Franchised Business. If you receive any other financial
performance information or projections of your future income, you should report it to our management by
contacting our Chief Development Officer, Zack Dudan, at 107- Parr-_Drive, Huntersville, NC 28078,
(980)- 441-1121, the Federal Trade Commission, and the appropriate state regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION
Table No. 1
System-wide Outlet Summary
For Years 20202021 to 20232022
Systemwide Outlet Summary
Outlets At Outlets At
The The
Outlet Type Year at the Start at the End Net Change
Of Theof the | OfTheof the
Year Year
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. 2020-2021 0 0 0
Franchised
2021 <} <} )
2022 0 48 +24
2023 4 21 +17
Company- 20202021 2 2 0
Owned-and [ 50202021 2 20 0-2
Affiliate-
Owned* 20222023 260 0 0
Total
Outlets 2020-2021 2 2 0
2021 2 2 <}
2022 2 4 +2
2023 4 21 +17

Table No. 2
Transfers of Outlets from Franchisees to New Owners

(Other than the Franchisor)

For Years 26202021 to 20232022

State

Year

Number of Transfers

TotalAlabama

2020-2021

0

20222021

20222023

Alaska

2021

2022

2023

Arizona

2021

2022

2023

Arkansas

2021

2022

2023

California

2021

2022

2023

Colorado

2021

2022

2023

Connecticut

2021

2022

2023

O |lO oo |[oflo|o|lo]lo|o |o|o|o (oo |o |o|lo|o|o
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2021
Delaware 2022
2023
2021
District of Columbia 2022
2023
2021
Florida 2022
2023
2021
Georgia 2022
2023
2021
Hawaii 2022
2023
2021
2022
2023
2021
Illinois 2022
2023
2021
Indiana 2022
2023
2021
lowa 2022
2023
2021
Kansas 2022
2023
2021
Kentucky 2022
2023
2021
Louisiana 2022
2023
2021
Maine 2022
2023
2021
Maryland 2022
2023

QD
=
o

o |o]o|o |lo|o|o |o|o]o (oo (o |o|o|o (oo |o (oo |o |o|o|o |o|o|o |o|o|o (oo |o |o|o|o |o|o |o |o|o
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2021
Massachusetts 2022
2023
2021
Michigan 2022
2023
2021
Minnesota 2022
2023
2021
Mississippi 2022
2023
2021
Missouri 2022
2023
2021
Montana 2022
2023
2021
Nebraska 2022
2023
2021
Nevada 2022
2023
2021
New Hampshire 2022
2023
2021
New Jersey 2022
2023
2021
New Mexico 2022
2023
2021
New York 2022
2023
2021
North Carolina 2022
2023
2021
North Dakota 2022
2023

O |lo|o|o |o|lo]lo |o|o|oflo|lo ‘O ofo|o |o|o|jo |o]lo|o |lo|o|o |o|lo|o |o|o|o |lo|Io ‘O ollo|o |o|o|o |lo|o

© 20232024 Al Kitchen & Bath Franchising, LLC 96
20232024 FDD 1-V1F(MN)



« [ Formatted: Indent: Left: 0.04", Hanging: 0.01", Right: 0" ]

2021
Ohio 2022

2023
2021
Oklahoma 2022
2023
2021
Oregon 2022
2023
2021
Pennsylvania 2022
2023
2021
Puerto Rico 2022
2023
2021
Rhode Island 2022
2023
2021
South Carolina 2022
2023
2021
South Dakota 2022
2023
2021
Tennessee 2022
2023
2021
Texas 2022
2023
2021
Utah 2022
2023
2021
Vermont 2022
2023
2021
Virginia 2022
2023
2021

Washington 2022
2023

ollo|o|o |o|o (o |lo|lo ‘O ollojo|o|o|o (oo |o |o|o|o |lo|lo|o |lo|o|o (o (o (o |o|o|o |lo|lo|o (o (o |o |lo|lo
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2021 0
West Virginia 2022 0
2023 0
2021 0
Wisconsin 2022 0
2023 0
2021 0
Wyoming 2022 0
2023 0
2021 0
TOTAL 2022 0
2023 0
Table No. 3
Status of Franchised Outlets
For Years 20202021 to 20232022
Outlets R . Outlets
At By Ceased At
at Start | Outlets Fermi- Non- Re- Operations | at End
State Year of nations — - Of
Fheof Opened | Terminations Renewals @Qu%ed - Other TFheof
the - Reasons the
Year Franchisor Year
2020
202 0 0 0 0 0 0 0
1
. 2022
SeorgiaAlab 202 0 0 0 0 0 0 0
ama
I 1
2022
202 0 2480 0 0 0 0 20
3
2020
202 0 0 0 0 0 0 0
1
2022
TennesseeAla | 0t g 0 0 0 0 0 0
ska
1
2022
202 0 20 0 0 0 0 20
3
2020
TotalArizona | 202 0 0 0 0 0 0 0
1
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N
(=]
]
o
N

o

o

o

o

o

Arkansas 2022

California 2022

Colorado 2022

Connecticut | 2022

Delaware 2022

District of

Columbia

Florida 2022

Georgia 2022

Hawaii 2022

Idaho 2022

Ilinois 2022

o |lo|lo|lo|lo|lo |lo|lo |lo|lo|IN (1o (o |10 |Io |Io |10 |Io |10 [Io |Io |10 |Io |Io |Io |Io |Io |10 |10 |Io |Io |10 |Io |Io
OO |lo |lo|o|lo |Io |Io IO [IO | {IN |10 W (1o |0 (IO |lIo |Io |Io IO |Io |Io IO |Io |Io |lo (IO (IO |lo |lo |Io |lo |Io

Indiana 2021

oloflo|lo|o|lo|lo|lo|lo|lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo (o |lo|lo|lo |lo|lo |Io

ol|lo(lo|lo|o|o|lo|o|lo|lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo (o |lo |lo |lo |lo |lo |Io

1O |Io |Io |Io |Io |Io |Io |l |Io |10 |10 |Io |10 |10 |10 |10 |10 |Io |10 |10 |Io |10 |10 |Io |Io |Io |Io |Io |lo |lo (o |lo |lo |Io

olo(lo|lo|o|lo|lo|o|lo|lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo |lo|lo|lo (o |lo|lo|lo |lo|lo |Io

o |lo|lo|lo|lo|lo |lo |lo |Io |lo |lw [IN (o |Iw [Io |Io |10 |lo |10 |Io |Io |10 |Io |Io |Io |lo |Io |Io |Io |Io |lo |Io |lo |Io
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2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
lowa 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Kansas 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Kentucky | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Louisiana | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Maine 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Maryland 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
aasse: o022 | 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Michigan 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Minnesota | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Mississippi | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Missouri 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Montana 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
Nebraska | 2021 Q 0 0 0 0 0 0
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2022] 0 0 0 0 0 0 0
2023] 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Nevada | 2022| 0 0 0 0 0 0 0
2023] 0 0 0 0 0 0 0
2021] 0 0 0 0 0 0 0
et [2022] 0 0 0 0 0 0 0
03] 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
NewJersey | 2022 | 0 0 0 0 0 0 0
2023| 0 0 0 0 0 0 0
2021] 0 0 0 0 0 0 0
New Mexico | 2022 0 0 0 0 0 0 0
2023| 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
New York | 2022 0 0 0 0 0 0 0
2023] 0 0 0 0 0 0 0
2021] 0 0 0 0 0 0 0
Dot ["2022 | 0 0 0 0 0 0 0
2023| 0 6 0 0 0 0 6
2021] 0 0 0 0 0 0 0
D [2022] 0 0 0 0 0 0 0
2023| 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
ohio [2022] o0 0 0 0 0 0 0
2023| 0 2 0 0 0 0 2
2021 0 0 0 0 0 0 0
Oklahoma | 2022| 0 0 0 0 0 0 0
2023| 0 0 0 0 0 0 0
2021] 0 0 0 0 0 0 0
Oregon | 2022] 0 0 0 0 0 0 0
2023| 0 0 0 0 0 0 0
2021] 0 0 0 0 0 0 0
Pf,”ﬁ} 2022| 0 0 0 0 0 0 0
2023| 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Puerto Rico | 2022 0 0 0 0 0 0 0
2023] 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
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Rhode 2022 0 0 0 0 0 0 0
Island 2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Sl 022 o 0 0 0 0 0 0
2023 0 3 0 0 0 0 3
2021 0 0 0 0 0 0 0
oo [2022] 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Tennessee | 2022 0 2 0 0 0 0 2
2023 2 0 0 0 0 0 2
2021 0 0 0 0 0 0 0
Texas 2022 0 0 0 0 0 0 0
2023 0 1 0 0 0 0 1
2021 0 0 0 0 0 0 0
Utah 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Vermont 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Virginia 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Washing-ton | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
West 2021 0 0 0 0 0 0 0
Virginia 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Wisconsin 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Wyoming | 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
TOTAL 2022 Q 4 Q Q 0 Q 4
2023 4 17 Q Q 0 Q 21
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Table No. 4
Status of Company-Owned Outlets

State

Year

e Outlets

For Years 2021 to 2023

Outlets Re-
acquired

Outlets

at Start Opened

From

Closed

of Year

Franchisees

Outlets
Sold to

Franchisee

Outlets
at End
of
Year

Alabama

2021

2022

2023

Alaska

2021

2022

2023

Arizona

2021

2022

2023

Arkansas

2021

2022

2023

California

2021

2022

2023

Colorado

2021

2022

2023

Connecticut

2021

2022

2023

Delaware

2021

oo |lo|lo|lo|lo|lo|lo|lo|lo |lo|lo|lo|lo |lo |lo |lo (o (o |Io (o |Io
o|lo|lo|lo|lo|lo|lo|o|lo|lo|lo|lo|lo|lo|lo|lo|lo|lo |lo |lo|lo |lo

oo |lo|lo|lo|lo|lo|o|lo|lo|lo|lo|lo|lo|lo|lo|lo|lo |lo |lo|lo |lo

o |lo|lo|lo|lo|lo|lo|lo|lo |lo |lo |lo |lo |lo |lo |lo |lo |lo |lo |lIo (o (I

oo |lo|lo|lo|lo|lo|lo|lo|lo|lo|lo|lo|lo |lo |lo |lo|lo |lo |lo (o |lo

oo |lo|lo|lo|lo|lo|lo|lo|lo|lo|lo|lo|lo |lo |lo |lo (o |lo |lo |lo |Io
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2022
2023
2021
2022
2023
2021
Florida 2022
2023
2021
Georgia 2022
2023
2021
Hawaii 2022
2023
2021
2022
2023
2021
Illinois 2022
2023
2021
Indiana 2022
2023
2021
lowa 2022
2023
2021
Kansas 2022
2023
2021
Kentucky 2022
2023
2021
Louisiana 2022
2023
2021
Maine 2022
2023
Maryland 2021

District of
Columbia

oo |lo|lo|lo|lo|lo |lo

o|lo|lo|lo|lo|lo|lo|lo|lo
oo |lo|lo|lo|lo|lo|Io

N
E
N
c

N
E
N
e

2
=
o

1o |Io|Io |lo |lo |lo |lo |0 |Io |Io |10 |0 |Io |10 |10 |10 |10 |10 |10 (I |10 |10 |Io |0 |10 |10 |Io |Io |lo |0 |0 |0 |lo |lo |0 |lo |lIo |lo |Io
o |Io|Io|lo |lo |lo |lo |l |Io |Io |10 |0 |Io |10 |10 |10 (1o |10 |10 |Io |10 |10 |0 |0 |10 |0 |Io |Io |lo |Io |0 |Io |lo |lo |0 |lo |lo |lo |Io
oo |lo|lo|lo|lo|lo|lo|lo|lo|lo (o |lo|lo|lo |l |lo |lo |lIo |0 |0 |0 |0 |0 |0 |0 |Io |Io |lo |Io |0 |0 |lIo |0 |Io |Io |Io |Io |Io

oo |lo|lo|lo|lo|lo|lo |lo |lo |l |l |Io |0 |0 |0 |0 |0 |0 |0 |0 |10 |0 |0 |10 |Io |0 |Io |Io \O|

ollo|lo|lo|lo|lo|lo|lo|lo|lo|lo (o |lo |lo |lo |lo (o |Io |0 |0 |Io |0 |Io |Io |Io |Io |Io [Io IO‘
oo |lo|lo|lo|lo|lo (o |lo |lo |l |lo |lo |0 |Io |Io |0 |10 |10 |0 |0 |0 |10 |Io |Io |Io |Io |[Io IO‘
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2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 Q 0 0 Q Q Q
Massachusetts | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q 0
Michigan 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q Q
Minnesota 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q 0
Mississippi 2022 0 0 0 0 0 Q
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q 0
Missouri 2022 0 0 0 0 Q 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q Q
Montana 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 0 0 0 0 0 0
Nebraska 2022 0 0 0 0 Q 0
2023 0 0 0 0 0 0
2021 0 0 0 0 0 0
Nevada 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q 0
et 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q Q
New Jersey | 2022 0 0 0 0 Q 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 0 0
New Mexico | 2022 0 0 0 0 0 Q
2023 0 0 0 0 0 0
2021 0 0 0 0 0 0
New York 2022 0 0 0 0 Q 0
2023 0 0 0 0 0 0
2021 Q 0 0 0 Q 0
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North 2022 0 0 0 0 0 0

Carolina 2023 0 0 0 0 0 0
2021 0 0 0 0 0 0

North Dakota | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Ohio 2022 0 0 0 0 0 0

2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Oklahoma | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Oregon 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Pennsylvania | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Puerto Rico | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Rhode Island | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

outh o | 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

South Dakota | 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Tennessee 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Texas 2022 0 0 0 0 0 0

2023 0 0 0 0 0 0

2021 0 0 0 0 0 0

Utah 2022 0 0 0 0 0 0

2023 0 0 0 0 0 0

Vermont 2021 0 0 0 0 0 0
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2022

2023

Virginia

2021

2022

2023

Washington

2021

2022

2023

West Virginia

2021

2022

2023

Wisconsin

2021

2022

2023

Wyoming

2021

2022

2023

TOTAL

2021

2022

2023
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(MThese outlets were formerly affiliate-owned and have been converted to franchised.
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Table No. 5
Projected Openings As Of

December 31, 20232022

Projected New

New Hampshire

New Jersey

New Mexico

New York

Franchi Projected New -
State ; Ag?ee%es:ts 7Frar$éﬁ_fs§g OStIets %%Iﬁ—:y
_Signed But Outlet .lnlhe -in the Next Inithe
Not Opened Fiscal Year Current Fiscal Year
Alabama 2 3 0
Arizona 0 0 0
Arkansas 0 1 Q
California 0 0 0
Colorado 0 13 0
Connecticut 0 0 0
Delaware 0 0 0
District of Columbia 0 0 0
Florida 0 28 0
Georgia 06 210 0
Hawaii 0 0 0
Idaho 0 0 0
Illinois 0 3 0
Indiana 0 0 0
lowa 0 0 Q
Kansas 0 3 0
Kentucky 0 0 0
Louisiana 0 20 0
Maine 0 2 0
Maryland 0 0 0
Massachusetts 0 0 0
Michigan 0 0 0
Minnesota 0 3 0
Mississippi 0 0 0
Missouri 0 0 0
Montana 0 0 0
Nebraska 0 0 0
Nevada 0 0 0
0 1 0
0 3 Q
0 0 0
0 0 0
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North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
UtahFetals
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
TOTAL

Rlo oo | io v |n (o | &

410
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~
R oo |io | o E

In some instances, current and former franchisees will sign provisions restricting their ability to
speak openly about their experience with the System. Some franchisees have signed confidentiality clauses
in the last three years. You may wish to speak to current and former franchisees, but be aware that not all
such franchisees will be able to communicate with you. There are no trademark-specific organizations
formed by our franchisees that are associated with our System. If you buy this franchise, your contact
information may be disclosed to other buyers when you leave the franchise System.

As—of-the-lssuance-Date-of this-Franchise-Disclosure-Document—thereThere are no franchise
organizations sponsored or endorsed by us, and no independent franchisee organizations have
askedrequired to be included in this Franchise Disclosure Document.

There are no trademark-specific organizations formed by our franchisees that are associated with
our System. If you buy this franchise, your contact information may be disclosed to other buyers when you
leave the franchise system.

ITEM 21
FINANCIAL STATEMENTS

Attached as Exhibit EJ to this Franchise Disclosure Document are our audited financial statements
as of December 31, 2022, and December 31, 2023. We have not been in business for three years or more,
and therefore cannot include the same financial statements as a franchisor that has been in business for
three or more years. Our fiscal year end is December- 31%.
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Attached to this Franchise Disclosure Document are the following contracts and their attachments:

Exhibit B
Exhibit C
Exhibit D
Exhibit E
Exhibit SF
ExhibitbB
Exhibit G
Exhibitt
Exhibit H
Exhibit |
Exhibit M

ITEM 22
CONTRACTS

Franchise Agreement and ExhibitsSchedules
Statement of Ownership

Confidentiality and Restrictive Covenant
Electronic Funds Withdrawal Authorization
Multi-Unit Addendum

Sample Assignment and Assumption Agreement

Collateral Assignment of Lease
State Specific Addenda

Diligence Review of Franchisee Sales Process

ITEM 23
RECEIPTS

Exhibit KO of this Franchise Disclosure Document contains a detachable document, in duplicate,
acknowledging receipt of this Franchise Disclosure Document by a prospective franchisee. You should sign
both copies of the Receipt. You should retain one signed copy for your records and return the other signed
copy to Al Kitchen & Bath Franchising, LLC, 107 Parr Drive, Huntersville, North Carolina 28078.
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LIST OF STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS

Listed here are the names, addresses and telephone numbers of the state agencies having

responsibility for franchising disclosure/registration laws and for service of process. We may not yet be
registered to sell franchises in any or all of these states.

LIST OF STATE ADMINISTRATORS

CALIFORNIA
L

Department of Financial Protection and Innovation
320 W.West 4™ Street, Suite 750

Los Angeles, CA 90013

(213) 576-7500 ~Toll Free (866) 275-2677

(agents for service of process)

California Commissioner of the Department of
Financial Protection and Innovation

320 W-\West 4 Street, Suite 750——————
Los Angeles, CA 90013-2344

HAWAII

Business Registration Division

© 20232024 Al Kitchen & Bath Franchising, LLC A-2
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CONNECTICUT

(state administrator)

State of Connecticut

Department of Banking

Securities & Business Investments Division
260 Constitution Plaza

Hartford, CT 06103-1800

(860) 240-8230

(agent for service of process)
Banking Commissioner

ILLINOIS

Franchise Bureau
Office-of-thelllinois Attorney General
500 S-South Second Street
Springfield, +=l11linois 62706
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| Securities Compliance Branch
335 Merchant Street, Room 203

| Honolulu, HtHawaii 96813
(808) 586-2722

(agent for service of process)

Commissioner of Securities

State-of Hawalii
Department of Commerce and Consumer Affairs
Business Registration Division
Securities Compliance Branch

335 Merchant Street, Room 203

Honolulu, HiHawaii 96813

(808) 586-2722

INDIANA

(state administrator)

Indiana Seeretary-of StateSecurities Commissioner
Securities Division,-E-111

302 Washington Street, Room E-111

Indianapolis, #NIndiana 46204

(317) 232-6681

(agent for service of process)
Indiana Secretary of State
201-State House

200,302 Washington Street, Room E-018
Indianapolis, NIndiana 46204

(317) 232-6531

MICHIGAN

(state administrator)

Michigan Department of Attorney General
| Consumer Protection Division
525 W. Ottawa Street
G. Mennen Williams Building, 1% Floor
Lansing, M{Michigan 48933
(517) 373-7117

(agent for service of process)

Bureau of Commercial Services
Michigan Department of Laber-and-Econemic
GrowthAttorney General
P.O-Box-30054

Consumer Protection Division

525 W. Ottawa Street

G. Mennen Williams Building, 1% Floor
Lansing, M1-48909Michigan 48933

(517) 373-7117
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(217) 782-4465

MARYLAND

(state administrator)

Office of the Attorney General
Division of Securities-Bivisien

200 St. Paul Place

Baltimore, MBMaryland 21202-2021
(410) 576-6360

(agent for service of process)
Maryland Securities Commissioner
200 St. Paul Place

Baltimore, MBMaryland 21202-2021
(410) 576-6360

MINNESOTA

(state administrator)

Minnesota Department of Commerce
85 7™ Place East, Suite 280

St. Paul, Minnesota 55101

(651) 539-1500

(agent for service of process)
Minnesota Commissioner of Commerce
Minnesota Department of Commerce
85 7" Place East, Suite 280
St. Paul, Minnesota 55101

(651) 539-1500
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NEW YORK

(state administrator)

Office of the New York State Attorney General
NYS Department of Law
Investor Protection Bureau

Franchise Section

23" Floor

28 Liberty St. 215t FL
New York, NY 10271-0633210005
{212)--416-8236

(agent for service of process)
New York Department of State
One Commerce Plaza

99 Washington Avenue, 6™ Floor
Albany, NY 12231-0001

(518) 473-2492

OREGON

Department of Insurance and Finance
Corporate Securities Section

Labor and Industries Building

Salem, ©ROregon 97310

(503) 378-4387

SOUTH DAKOTA

Department of Labor and Regulation
Division of Insurance
_- Securities Regulation
124 S. Euclid, Suite 104
Pierre, SBSouth Dakota 57501
(605) 773-3563

WASHINGTON

(state administrator)
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NORTH DAKOTA

Securities Commissioner
North Dakota Securities Department
600 East Boulevard Avenue
State Capitol, Fifth14th Floor, Dept. 414
600 E. Boulevard Avenue
Bismarck, NBNorth Dakota 58505
(701) 328-4712

RHODE ISLAND

Director, Department of Business Requlation

Securities Division

Department-of Business-Regulation

1511 Pontiac Avenue

John O. Pastore Center - Bldg. 68-2
1511 Pontiac Avenue

Cranston, RIRhode Island 02920
(401) 462-9582

VIRGINIA

(state administrator)

State Corporation Commission

Division of Securities and Retail Franchising
1300 E-East Main Street, 9" Floor
Richmond, AVirginia 23219

(804) 371-9051

(for service of process)

Clerk of the State Corporation Commission
1300 E.East Main Street, 1% Floor
Richmond, AVirginia 23219

(804) 371-9733

WISCONSIN

(state administrator)
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Department of Financial Institutions
Securities Division

P.O. Box 9033

Olympia, W-AWashington 98507-9033
(360) 902-8760

(agent for service of process)

Director, Department of Financial Institutions
Securities Division

150 Israel Road S.W.

Tumwater, WAWashington 98501

(360) 902-8760
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Commissioner of Securities

Department of Financial Institutions

Division of Securities

201 W. Washington-Avenue,-3*-Floor

4822 Madison;\WA-53703 Yards Way, North Tower
Madison, Wisconsin 53705

(608) 266-1064

(agent for service of process)
Administrator-DivisionCommissioner of Securities
Department of Financial Institutions
201 W-Washington-Avenue3-Floor

Division of Securities

4822 Madison; 4453703 Yards Way, North Tower
Madison, Wisconsin 53705
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EXHIBIT B

D=SIGNERY

KITCHENS |[BATHS | CLOSETS @
THE DESIGNERY

FRANCHISE AGREEMENT

Franchise #:

Franchisee:

Date:

Designated Territory:
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THE

D=SIGNERY

KITCHENS |BATHS | CLOSETS ®

DATA SHEET

Franchisee:

Guarantors:

Effective Date:

Approved Location:

Designated Territory: See mapMap and list of Zip-Cedeszip codes on the following page:

Telephone Number:

Email Address:

4

Initial Franchise Fee:

Fee:Opening Assistance Fee

Red

Multi-Unit Addendum: 10O Yes 0 No
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Territory Map and Zip Codes — the “Designated Territory”

[insert map and list of zip codes

In the event of a conflict between the map and zip codes, the zip codes control.

“ Formatted: Left, Indent: Left: 0.04", Hanging: 0.01",
The terms of this Data Sheet are incorporated into the attached Franchise Agreement. Right: 0", Line spacing: single, Don't adjust space between
Latin and Asian text, Don't adjust space between Asian text
and numbers
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Al KITCHEN & BATH FRANCHISING, LLC
FRANCHISE AGREEMENT

This FRANCHISE AGREEMENT (the “Agreement” or “Franchise Agreement”) is entered into
and made effective on ,20___ (the <“Effective Date”), by and between:
(i) Al Kitchen & Bath Franchising, LLC, a North Carolina limited liability company, with its principal
place of business at 107 Parr Drive, Huntersville, North Carolina 28078 (“Eranchisor”); and (ii)

»a(n)
with its principal place of business at , which is identified
more fully in the attached Data Sheet (“Franchisee”).
RECITALS
A Through the expenditure of a considerable amount of time, effort and money, Franchisor has

developed a system for the operation of franchised businesses under its then-current proprietary marks; —
currently “THE DESIGNERYSM” (each, a “Franchised Business(es)”) that offer design and installation
services for kitchen, bath and closet projects in new construction and renovation of both residential and
commercial buildings, and any services that Franchisor may later designate (collectively, the “Approved
Services”).

B. Franchised Businesses are established and operated using Franchisor’s proprietary operating
system, the distinguishing characteristics of which include: (i) valuable know-how, information, trade
secrets and methods; (ii) Franchisor’s proprietary standards and specifications for certain products and
services used in connection with providing Franchisor’s Approved Products and Approved Services to
customers; (iii) certain proprietary products developed by Franchisor (the “Approved Products”); (iv)
Franchisor’s standards and specifications for sales techniques, marketing and advertising programs; (v)
proprietary initial and ongoing training programs; and (vi) standards and specifications for operating the
Franchised Business in the manner set forth in this Agreement and Franchisor’s proprietary and confidential
Operations Manual (defined in Section 6.1) that franchisees have access to, which may be modified from
time to time by Franchisor (collectively, the “System”).

C. The System is identified by Franchisor’s proprietary trademarks, service marks, trade dress, logos
and other indicia of origin (collectively, the “Proprietary Marks”). The rights to all such Proprietary Marks
as are now, or shall hereafter be, designated as part of the System will be owned exclusively by Franchisor
or its affiliates and be used for the benefit of Franchisor, its affiliates, and Franchisor’s franchisees to
identify to the public the source of the products and services marketed thereunder. Franchisor may continue
to develop, expand, use, control, and add to the Proprietary Marks and System for the benefit of itself, its
affiliates, and its franchisees and licensees in order to identify for the public the source of products and
services marketed thereunder and to represent the Syster's-high-standards-efgualibyrand-servieeSystem’s
high standards of quality and service. For purposes of this Franchise Agreement Franchisor affiliates means
DDL Investments, Inc., National Account Services Company, LLC, Bold Future Payment Services, LLC,
HFB Holdco, LLC, franchisors and other companies majority owned by HFB HoldCo, LLC, and each of
their subsidiaries or parents.

D. Franchisor offers franchises for the development and operation of Franchised Businesses to be
operated and promoted within a designated geographical territory identified on the Data Sheet (the

“Designated Territory”).

E. Franchisee desires to establish and operate a Franchised Business within the Designated Territory
hereinafter designated, to use in connection therewith, Franchisor’s System and the Proprietary Marks and
to derive the benefits of Franchisor’s information, experience, advice, guidance and customer goodwill.
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F. Franchisor desires to grant Franchisee the right to open and operate a Franchised Business based
on Franchisee’s representations to Franchisor, including those representations set forth in Franchisee’s
franchise application, in accordance with the terms and conditions set forth in this Agreement.

G. Franchisee recognizes the importance to Franchisor, to its other franchisees and to the public of
maintaining the integrity, standards, qualities and attributes of products and services associated with the
Proprietary Marks and System, and is willing to adhere to certain uniform standards, procedures and
policies to maintain such integrity, standards, qualities and attributes.

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual promises,
commitments and understandings contained herein, Franchisor and Franchisee hereby agree as follows:

1 GRANT OF FRANCHISE

1.1. Grant and Acceptance. Franchisor hereby grants to Franchisee, upon the express terms
and conditions contained in this Agreement, and Franchisee hereby accepts, a non-exclusive license to
establish and operate ene—{1} Franchised Business, under the System and Proprietary Marks identified
below, and the right to use the System and Proprietary Marks in the operation of the Franchised Business.
Except as otherwise provided in this Agreement, Franchisee may offer and sell only Franchisor’s Approved
Products and Approved Services within the Designated Territory set forth in Section- 1.2 of this Agreement
and the Data Sheet. Franchisee must request permission to provide additional-/new Products and Approved
Services from Franchisor, which permission Franchisor may grant, deny, or condition in its sole discretion.
In addition, Franchisee may provide Franchisor’s Approved Products and Approved Services in adjacent
territories (as those are determined by Franchisor) if permitted by and subject to the terms and conditions
set forth in the Operations Manual (defined in Section i i i

products—or—services—as—Franchiser—may—speeify. 6.1). Franchisee acknowledges and agrees that this
Agreement does not grant Franchisee the option or right to purchase additional Franchised Businesses
and/or additional designated territories.

1.1.1  System Updates. Franchisee agrees that it is critical for Franchisee, franchisor and other
franchisees that the System is flexible to respond to commercial opportunities and challenges. An inability
to change the System could adversely affect all franchisees. Therefore, Franchisee agrees and anticipates
that the Operations Manual and the System may be changed by Franchisor, from time to time in our
Business Judgment. Franchisee agrees to comply with the specifications and standards set forth in the
Operations Manual and that make up the System as they are changed by Franchisor. Therefore, additional
services may be added in our Business Judgment upon notice to Franchisee. The Royalty Fee and/or Brand
Fund Fee for new services may be higher or lower than the Royalty Fee and/or Brand Fund Fee for existing
approved services subject to a cap on the aggregate Royalty Fee/Brand Fund Fee of an additional 3% of
Gross Revenue over the then current rates. Any added products or services that Franchisee performed prior
to the addition of such products or services to the definition of Approved Products or Approved Services
permitted will be subject to the then current Royalty Fees, Brand Fund fees, and Local Advertising
Requirement chosen for the newly Approved Products and Approved Services. Franchisor may, but is not
required to, provide a ramp-up schedule for application of fees to new service areas. Franchisee will have
a period of up to 6 months to complete an upgrade or add a new service as determined in our Business
Judgment. If Franchisee has commenced operations within 6 months of the date of the notice from
Franchisor, then Franchisee will have a period of up to 12 months as determined in our Business Judgment,
from the date of the notice from Franchisor to complete the upgrade or add a new service. However, in any
case, Franchisee is not obligated to complete such upgrade or add a new service if (a) the notice from
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Franchisor is delivered to Franchisee within 6 months before the end of the Term of this Agreement, and
either (b) Franchisor does not offer an extension or renewal under this Agreement, or (c) Franchisee
provides notice of its intent not to renew. Franchisor may remove Approved Products or Approved Services
in our Business Judgment upon notice to Franchisee. Franchisee will have up to 6 months to cease
providing services that are no longer approved, unless Franchisor specifies otherwise in its sole discretion,
in which case the period to cease providing services may be immediate or such longer period as Franchisor
deems appropriate in its sole discretion.

1.2. Designated Territory. Except as otherwise provided in this Agreement (and the
Operations Manual (defined in Section 6.1)) and for so long as Franchisee is not in default of this
Agreement, Franchisor shall not establish and operate, nor license any other third party the right to establish
and operate any Franchised Business under the System and the Proprletary Marks Wlthln the protected-area
‘Designated
Territory™ during the term of this Agreement Franchisor and its affiliates retain all other rights, including,
without limitation, those rights set forth in Sections- 1.4 through 1.8 of this Agreement. Franchisee is
permitted to conduct the Franchised Business outside of the Designated Territory in adjacent open territory
(i.e., not the Designated Territory of another franchisee) if Franchisee receives Franchisor’s prior written
consent, and in compliance with Franehisertheour then current Adjacent Territory Policy (described in the
Operations Manual). The Adjacent Territory Policy is subject to modification or elimination by a change
to the Operations Manual. Franchisee may not operate within another franchisee’s Designated Territory,
except for certain limited circumstances, if any, that are more fully set forth in the Operations Manual, and
other franchisees may operate in Franchisee’s Designated Territory, in limited circumstances, if any, as set
forth in the Operations Manual. Other than these operations, Franchisee is not permitted to operate or market
the Franchised Business outside of the Designated Territory without Franchisor’s prior written consent. All
sales and other activities conducted within or outside the De5|gnated Terrltory must be conducted in
accordance with the terms of this Agreement and Ei:

specifications-as-set-forth-in-the Operations Manual (defined in Section- 6.1).

1.3.  Approved Location. Franchisee must operate the Franchised Business from a retail
showroom that is approved by Franchisor and meets Franchisor’s standards and specifications (the
“Approved Location”). Franchisee must submit the proposed site of the retail showroom for Franchisor’s
approval within thirty{(306)60 days of the Effective Date of this Agreement and secure the Approved
Location within sixty-days—{66)90 days of the Effective Date of this Agreement. Franchisee must lease
approximately 500 to 1,5662,000 square feet (or such larger space as is approved by Franchisor at
Franchisee’s request) of commercial real estate for the retail showroom/office and to securely store
equipment/inventory. Franchisor may provide Franchisee with standards and specifications for the design
and layout of the premises of the Approved Location, and Franchisor must review and approve any
proposed location, as well as any lease associated with the proposed location, prior to Franchisee entering
into any lease for the proposed location. If Franchisor has not approved a location from which Franchisee
must operate the Franchlsed Busmess as of the date Franchisee SIgns this Agreement, the parties will erter
follow the term—attaehed—as—%embméte

obligations set forth in Section 7.1 of this Franchise Agreementy-the > >
site-seleetion-obhigations.. Franchisee may not relocate the Franchised Busmess without Franchisor’s prlor
written consent.

1.4. National Accounts. Franchisor will have the exclusive right, on behalf of itself, its
affiliate(s), Franchisee, and/or other franchisees utilizing the Proprietary Marks, to negotiate and enter into
agreements or approve forms of agreement to provide services to “National Accounts™” (defined in
Section- 1.4.1), including National Accounts that Franchisee has solicited or serviced. Franchlsee may not
solicit any National Accounts outside of the Designated Territory; or solicit any National Accounts within
or outside of the Designated Territory who are already under contract with Franchisor.
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1.4.1. The term “National Account” means any business or businesses under common
control, ownership, or branding which operate locations in, or deliver products and services beyond: one
designated territory, regardless of the volume of products and/or services to be purchased by the customer.
Any dispute as to whether a particular customer is a National Account will be determined by Franchisor, in
its sole discretion, and Franchisor’s determination will be final and binding.

1.4.2. Franchisee may choose to participate in the National Accounts program (“National
Accounts Program”) to service National Accounts for which the ultimate client of the National Account is
located in the Designated Territory consistent with the then-current National Accounts Program
Participation Agreement. Franchisee acknowledges and agrees that Franchisor or a third- party service
provider Franchisor designates may begin servicing National Accounts in the Designated Territory if:
(i)- Franchisor believes that Franchisee is not meeting Franchisor’s standards and specifications applicable
to the National Accounts Franchisee is servicing or the National Accounts Program generally;
(ii)-_Franchisor believes that Franchisee is in default of this Agreement; (iii) the National Account has
requested that Franchisor or a third party it selects service its clients; (iv) Franchisee is not then participating
in the National Accounts Program (or is not eligible to participate in the National Accounts Program);
(v) _Franchisee does not offer or is not authorized by Franchisor or the applicable licensing authority to
offer the service to be provided; or (vi) Franchisee refuses to service the National Account.

1.4.3. Franchisee agrees that neither the direct provision by Franchisor or a franchisee,
licensee, or designee of Franchisor of services to National Account customers as authorized above, nor
Franchisor’s contracting with another party to provide such services as authorized above, shall constitute a
violation of the grant of license contained in this Agreement or any other provision of this Agreement, even
if such services are delivered from a location within the Designated Territory. Franchisee disclaims any
right to compensation or consideration for work performed by others in the Designated Territory pursuant
to this Section.

1.4.4. Franchisor has the right to discontinue or terminate a National Account or the
entire National Accounts Program. Franchisor may impose any restrictions and/or requirements as a
condition to Franchisee’s acceptance of each National Account. Franchisor reserves the right to charge fees
on National Account revenue. These fees, if charged, will be a required condition of participating in
FEranechisor’sour National Accounts Program and these fees are subject to change annually. Franchisor may
require Franchisee to conduct thorough background checks on all employees who will service any National
Account and may require proof of compliance with this and other requirements at such intervals as
Franchisor and/or the National Account dictates.

1.5.  Reservation of Rights. Franchisee acknowledges that, except as otherwise provided in
this Agreement, Franchisee’s right to provide the Approved Products and Approved Services, and otherwise
use the Proprietary Marks and System within the Designated Territory is non-exclusive, and Franchisor and
its affiliates expressly reserve the right to: (i) open and operate, and license others the right to open and
operate, Franchised Businesses that offer products and use the Proprietary Marks and System at any location
outside of the Designated Territory; (ii) open and operate, and license others the right to open and operate,
businesses that offer similar products and services to those offered by the Franchised Business under any
other mark at any location, within or outside the Designated Territory; (iii) acquire, merge, or be acquired
by, any company, including a company operating one or more businesses near the Franchised Business that
offer products and services that are the same or substantially similar to the Approved Products and
Approved Services; (iv) exercise its rights under Section- 1.6 of this Agreement in the events of
catastrophe(s); (v) _designate and service National Accounts; (vi) service, route, and/or assign any and all
customer work orders and inquiries received through Franchisor’s Call Center (defined in Section- 6.6) in
accordance with this Agreement; and (vii) use the Proprietary Marks and System, and license others to use
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the Proprietary Marks and System, to engage in any other activities not expressly prohibited in this
Agreement.

1.6. Events of Catastrophe.- Notwithstanding Section-_1.4, in the event of a natural
disaster or other similar catastrophic situation, as Franchisor determines in its sole discretion, Franchisor,
its affiliate(s) and other System franchisees may be permitted to provide support to Franchisee and/or
perform work in the Designated Territory, including the provision of labor, materials, equipment, and
project management on projects in the Designated Territory, and Franchisee will not be entitled to any
proceeds from the provision of these services performed by third parties within the Designated Territory.

1.7.  Alternate Channels of Distribution. Franchisee acknowledges and agrees that certain of
Franchisor’s or its affiliates” products and services, whether now existing or developed in the future, may
be distributed in Franchisee’s Designated Territory by Franchisor, Franchisor’s affiliates, or other third
parties that Franchisor designates, in such manner and through such channels of distribution as Franchisor,
in its sole discretion, shall determine. Such alternate channels of distribution will include, but are not limited
to, the sale and distribution of the products and services via the Internet and through joint marketing with
partner companies under terms and conditions that Franchisor deems appropriate. Franchisee understands
that this Agreement grants Franchisee no rights: (i) to distribute Approved Products and Approved Services
as described in this Section; or (ii) to share in any of the proceeds received by any such party therefrom.

1.8. Right to Service Customers in Designated Territory; Use of Call Center.

1.8.1. If Franchisor establishes a Call Center (defined in Section 6.6), then Franchisee
must ensure that all initial calls made to the Franchised Business are forwarded to the Call Center, which is
part of Franchisor’s proprietary Call Center. Once a customer’s call is routed to the Call Center and assigned
to the Franchised Business, Franchisor will route that customer’s work to Franchisee if the customer’s
location (where the work is to be performed) is within the Designated Territory, unless: (i) Franchisor
determines that the work is in the nature of an emergency and: (a)- Franchisee does not respond to the
assignment within a time period Franchisor deems reasonable, in its sole discretion, appropriate under the
circumstances; or (b) Franchisee is not able to perform the required services for the customer within a time
period Franchisor deems reasonably appropriate, in its sole discretion; (ii) the work is of such a large scope,
complexity and/or commercial nature that Franchisor determines, in its sole discretion, that Franchisee is
not capable of performing the work requested in accordance with System standards and specifications
and/or the prevailing standard of care in the industry for the type of work requested (in which case
Franchisor may route the work order to Franchisee and additional franchisees, or other franchisees, or
Franchisor’s affiliate, for completion); (iii) the work order is mistakenly routed to another franchisee or
affiliate--owned business due to either the customer providing incorrect information to a Call Center
representative or an inadvertent error on the part of the Call Center representative when taking the
information from the customer; (iv) Franchisee is not operating the Franchised Business in compliance with
this Agreement; or (v) Franchisor reasonably determines that a portion of the Designated Territory has been
subjected to a disaster or catastrophe.

1.8.2. Franchisee acknowledges and agrees that Franchisor’s rights under this Section are
necessary to: (i) maintain uniformity across the System and ensure that all work performed under the
Proprietary Marks meets Franchisor’s System standards for customer service; and (ii) account for
inadvertent mistakes by Franchisor’s customers and Franchisor’s Call Center. Franchisee further
acknowledges that it does not have any right to share in the Gross Revenue generated from customers that
are serviced within the Designated Territory unless Franchisee is assigned, and subsequently provides
services to, such customers.
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2. TERM AND RENEWAL

2.1.  Term. The initial term of the Franchise is for a period of ter<10} years, which will
commence on the date-Franchiserexecutes-this-Agreement:Effective Date.

2.2. Renewal. Franchisee has the right to renew this Agreement for enre—{1} successive,
additional ten{10)--year period, provided Franchisee has met the following conditions:

2.2.1. Franchisee has notified Franchisor of Franchisee’s intention to renew this
Agreement in writing at least twelve—{12} months, and no more than eighteen—{18} months, prior to
expiration of the current term;

2.2.2. Franchisee has demonstrated to Franchisor’s satisfaction that Franchisee has the
right to operate the Franchised Business at the Approved Location for the duration of the renewal term; or,
if Franchisee is unable to operate the Franchised Business at the Approved Location, Franchisee has secured
a substitute location within the Designated Territory acceptable to Franchisor;

2.2.3. Franchisee has completed to Franchisor’s satisfaction, no later than 90 days prior
to the expiration of the then-current term, any updates to all required equipment, supplies, inventory,
hardware and software, and vehicles to bring the Franchised Business into full compliance with
Franchisor’s then-current System standards and specifications, and Franchisee has completed all
maintenance, refurbishing, renovating, updating and remodeling of the Franchised Business’s Approved
Location so that it satisfies Franchisor’s then-current standards;

2.2.4. Franchisee is not in breach of any provision of this Agreement, or any other
agreement between Franchisee and Franchisor, Franchisor’s affiliates, or Franchisor’s approved/designated
suppliers and vendors, and Franchisee has substantially complied with all such agreements during their
respective terms;

2.2.5. Franchisee has satisfied all monetary obligations Franchisee owes Franchisor,
Franchisor’s affiliates, and Franchisor’s approved/designated suppliers and vendors, and has timely met
these obligations throughout the term of this Agreement;

2.2.6. Franchisee executes Franchisor’s then-current form of franchise agreement, the
terms of which may vary materially from the terms of this Agreement (which may include, without
limitation, increased royalty and other fees and insurance requirements), at least three (3) months prior to
the expiration of this Agreement;

2.2.7. Franchisee satisfies Franchisor’s then-current training requirements for
renewing franchisees at Franchisee’s expense, if any, as of the date of such renewal, and Franchisee has
otherwise obtained and maintained all licenses, permits and approvals required by federal and state law
applicable to providing the Approved Products and Approved Services at any location within the
Designated Territory;

2.2.8. Franchisee and its principals execute a general release in the form Franchisor
prescribes;

2.2.8.2.2.9.
Franchisor may condition the renewal on resizing the territory into multiple territories consistent with the
then current size of territory being sold, which may result in more territories with separate franchise
agreements and the requirement for a multi-unit addendum; and
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229:2.2.10. Franc
hisee pays a renewal fee in the amount of five-theusand-doHars{$$5,000)-.

2.3. Holdover Period. If this Agreement expires without Franchisee properly exercising its
renewal right and Franchisee continues to accept the benefits of this Agreement thereafter, then, at
Franchisor’s option, Franchisor may treat this Agreement either as: (i) expired as of the date of expiration,
with Franchisee then illegally operating a franchise in violation of Franchisor’s rights; or (ii) continued on
a month-to-month basis (the “Holdover Period”) until both parties agree to enter into Franchisor’s then-
current form of franchise agreement for a renewal term or until one party provides the other with written
notice of termination, in which case the Holdover Period will terminate thirty(30} days after receipt of the
notice of termination. In the latter case, all of Franchisee’s obligations shall remain in full force and effect
during the Holdover Period as if this Agreement had not expired, except that the license fee during the
Holdover Period will be increased to ten—perecent—10%)% of Gross Revenue for all types of
products/services and without any reductions. All obligations and restrictions imposed on Franchisee upon
expiration of this Agreement shall take effect upon termination of the Holdover Period.

3. FEES AND MANNER OF PAYMENT

3.1. 33— —Initial Franchise Fee. In consideration of the franchise granted to Franchisee by
Franchisor, Franchisee must pay Franchisor a lump sum initial franchise fee set forth on the Data Sheet that
is part of this agreementAgreement (the “Initial Franchise Fee”), which is due at the signing of this
Agreement and deemed fully earned and non-refundable upon payment, in consideration of administrative
and other expenses Franchisor incurs in granting the franchise and for Franchisor’s lost or deferred
opportunity to franchise to others.

3.2. Royalty Fee. Franchisee must pay Franchisor a monthly royalty fee (the “Royalty Fee”)
deducted on the tenth-{10™) business day of the following month for the prior month in an amount equal to
the greater of: (i) the Royalty Fee (as delineated in Section 3.2.1 below); or (ii) the minimum monthly
royalty fee (“Minimum Monthly Royalty Fee™), as described in Section 3.2.2 below.
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3.2.1. Royalty Fee Structure. Franchisee’s Royalty Fee is calculated as follows:

Monthly Royalty Fee Gross Revenue for Prior Month
7.0% $0.00 - $75,000.00
6.0% $75,000.01 - $150,000.00
5.0% $150,000.01+

3.2.2.  Minimum Monthly Royalty Fee. Franchisee’s Minimum Monthly Royalty Fee for
one-{1) Designated Territory is based upon the number of months the Franchised Business has been open
and operating. Franchisee is considered “open and operating” on the date that Franchisee completes the
Initial Training Program (defined in Section 8.1). The Minimum Monthly Royalty Fee is as follows:

1
Time of Operation Designated Territory
First 3 Months The Royalty Fee
(5-7% of Gross Revenue)
4 to 12 Months $250
Second Year $550
Third Year + $850

3.2.3. Special Programs. Franchisor reserves the right, but not the obligation, to establish
special programs that reward franchisees for meeting certain criteria. In the event Franchisor establishes
any special programs, Franchisor will have the right, in Franchisor’s sole discretion, to change, modify or
dissolve any special programs upon notice to Franchisee.

3.2.4. Conversion Roll-In Discount for Existing Businesses. If Franchisee has an existing
business that is the same or similar to a Franchised Business with annual gross sales of at least $500,000
and Franchisee agrees to convert the existing business into a Franchised Business, Franchisor will discount
Franchisee’s Royalty Fee for the initial period of operation. The Royalty Fee will be calculated as follows:

Months of Operation Royalty Fee
Months 1-4 25% of then-current Royalty Fee
Months 5-8 50% of then-current Royalty Fee
Months 9-12 75% of then-current Royalty Fee
MonthsMonth 12+ The then-current Royalty Fee

After the initial 12-month period, Franchisee shall pay the Royalty Fee as set forth in
Section- 3.2 of this Agreement.
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3.3.  Gross Revenue Definition and Reports. For purposes of this Agreement, “Gross
Revenue” is defined to include all income_received of any type or nature and from any source that
Franchisee derives or receives directly or indirectly from, through, by; or on account of the operation of the
Franchised Business (whether or not the products/services are approved by the Franchisor) at any time
after the signing of the Franchise Agreement, in whatever form and from whatever source, including, but
not limited to, cash, services in kind from barter and/or exchange, on credit or otherwise, and convenience,
credit card user, or other fees charged to a customer, as well as business interruption insurance proceeds,
all without deduction for expenses, including marketing expenses and taxes. Exclusions do not include
reductions for financing program fees, credit card convenience fees or user fees, or any other fees charged
to a customer)-. However, the definition of Gross Revenue does not include sales tax that is collected from
customers and actually transmitted to the appropriate taxing authorities, or any bona fide refunds Franchisee
makes to customers in the ordinary course of business. Franchisor reserves the right to modify our policies
and practices regarding revenue recognition, revenue reporting, and the inclusion or exclusion of certain
revenue from Gross Revenue as circumstances, business practices, and technology change.

Franchisee must send Franchisor a signed report (“Gross Revenue Report(s)”) on or before the
tenth-{10") day of each month for the immediately preceding calendar month, in the manner and form
specified by Franchisor. _Each Gross Revenue Report must set forth: (i) Franchisee’s Gross Revenue
generated during the previous calendar month; (ii) Franchisee’s calculation of the Royalty Fee and Brand
Fund Contribution (defined in Section- 3.5); and (iii) any other information Franchisor may require. In lieu
of the Gross Revenue Report, Franchisor currently collects Gross Revenue data through our digital
platform, but Franchisor reserves the right to require a Gross Revenue Report be submitted to Franchisor
as described above in the future upon notice. Franchisor may change the form, content, and/or interval of
the Gross Revenue Report from time to time and/or require Franchlsee to submlt Gross Revenue Reports
upon notice to Franchlsee A ; .

3.4. Method of Payment. With the exception of the Initial Franchise Fee, Franchisee shall pay
all fees and other amounts due to Franchisor and/or its affiliates under this Agreement through an electronic
funds transfer program (the “EFT Program”), under which Franchisor automatically deducts all payments
owed to Franchisor under this Agreement or any other agreement between Franchisee and Franchisor or its
affiliates, from the bank account Franchlsee prowdes to Franchlsor for use in connection W|th the EFT
Program (the “EFT Account”) 7 0

ered%eard%eeap&&At Ieast ten{lO} days prlor to openlng the Franchlsed Busmess Franchlsee shaII prowde
Franchisor with: (i)- Franchisee’s bank’s name, address and account number; and (ii) a voided check from
such bank account. Contemporaneous with the execution of this Agreement, Franchisee shall sign and

provide to Franchisor and Franchisee’s bank, all documents, including Franchisor’s form of EFT
Withdrawal Authorization Form in-theferm-attached-as ExhibitBupdated from time to this-Agreementtime,

necessary to effectuate the EFT Program and Franchisor’s ability to withdraw funds from such bank account
via electronic funds transfer (“EFT”). Franchisee shall immediately notify Franchisor of any change in
Franchisee’s banking relationship, including any change to the EFT Account. Franchisor reserves the right
to require Franchisee to pay any fees due under this Agreement or any other agreement related to the
Franchised Business by such other means as Franchisor may specify from time to time, including, but not
limited to, a requirement to use a specific payment processor from whom Franchisor or its affiliate may
collect fees at the time of such payment. If any Gross Revenue Report has not been received within the
required time period, then Franchisor may process an EFT for the subject month based on the most recent
Gross Revenue Report provided by Franchisee to Franchisor, provided, that if a Gross Revenue Report for
the subject month is subsequently received and reflects: (i) that the actual amount of the fee due was more
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than the amount of the EFT, then Franchisor may withdraw additional funds through an EFT from
Franchisee’s designated bank account for the difference; or (ii) that the actual amount of the fee due was
less than the amount of the EFT, then Franchisor shall credit the excess amount to the payment of
Franchisee’s future obligations. If any check or electronic payment is not successful due to insufficient
funds, stop payment or any similar event, any excess amounts that Franchisee owes will be payable upon

demand together with a nonsuf‘flcnent funds fee ofthe—gwa%e#ef—ene—hemd%ed—%%—é%@@)—pe;—eeeemnee

pa%aﬁe#th&d%da&eAA#ueh—is—m—addWHe—m&e#eswloo per occurrence or the hlqhest amount allowed
by law. If Franchisee makes any payment to Franchisor or Franchisor’s affiliate(s) by credit card for any
fee required, Franchisor may charge a payment service fee of up to feurpercent{4%)% of the total charge.

3.5. Brand Fund Contribution. As set forth more fully in Section- 12 of this Agreement,
Franchisor has established a brand fund for advertising and brand promotion (the “Brand Fund”).
Franchisee shatimust make monthly Brand Fund Contributions of ene-percent-{1%}2% of Gross Revenue
generated by the Franchised Business for sales made during the immediately preceding calendar month (the
“Brand Fund Contribution”). Presently, Brand Fund Contributions are to be paid as directed by Franchisor
via-the-EFT-Program-on the tenth(10™) business day of each month, or as otherwise required by the
Operations Manual (defined in Section- 6.1) or in writing by Franchisor. Franchisor will have the right to
expend the funds accumulated in the Brand Fund in Franchisor’s sole discretion. Notwithstanding the
foregoing, Franchisor reserves the right to increase the Brand Fund Contribution at any time upon providing
notice to Franchisee, provided that the Brand Fund Contribution will not exceed three-percent{3%)% of
Gross Revenue during the term of this Agreement.

3.6. Local Advertising Requirement. Franchisee shall expend the greater of: (i) three-percent

{3%)% of Gross Revenue per month; or (ii) three-thousand-deHars{$$3,000) per month on local advertising

(the “Local Advertising Reqmrement”) Franchisor reserves the right to increase the Local Advertising

Requirement to the-greater—of:—{(i)-fourpercent{4%)% of Gross Revenue—or{i)fourthousand-deHars

upon nAirety-(90) days’ prior written notice. While the Local Advertising Requirement

WI|| typically be paid to third parties that Franchisor designates, Franchisor and its affiliate(s) reserve the

right to coHect-this-fee-or-to-designate-an-Approved-Suppher-require that will-colleet-this-fee—Alall or a

portion of the Local Advertising Requirement may-be aHecatedpaid to the-Franchisor Birected-Advertising
Fee-deseribed-in-Seetion-12.5-3-or an Approved Supplier for Lecal-Advertising-Servicesproducts or services

that Franchisor or a third party provides teor for use in marketing channels that Franchisor requires

Franchisee_to use. Franchisor and its affiliates may earn revenue and profits on products or services
Franchisor provides, and may receive rebates, licensing fees, administrative fees, commissions, or other
payments on products and services that third party vendors provide. With respect to all Local Advertising
Requirement furdsFunds Franchisee pays to a third party, Franchisee is required to provide Franchisor with
monthly expense statements (including receipts supporting the reported expenditures) evidencing
compllance W|th the Local Advertlsmg Reqmrement spending obllgatlons lhe—lmﬂaJ—Franemsepreeted
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3.7.  Technology Fee. In addition to the fees set forth above, Franchisee must pay Franchisor
and/or Franchisor’s designated vendors the then-current technology fee as set forth in the Operations
Manual (defined in- Section 6.1) (“Technology Fee™)”). associated with using and maintaining Franchisor’s
reservation system, intranet, mobile applications, required computer hardware and software, hosting
services and solutions, and any other technology used in the operation of the Franchised Business, and such
payment shall be made in the manner prescribed by Franchisor or the designated vendor(s), as applicable.
The current Technology Fee is $599-00 per month and is subject to increase upon 30 days’ notice to you-the
Franchisee. Franchisee shall pay the Technology Fee in-the-same-mannerason the ReyaltyFeeand-as
deseribed-in-Section-3-410" business day of this-Agreementeach month, or as otherwise set-forth-inrequired
by the Operations Manual or in writing by Franchisor. Franchisor reserves the right to change the amount
of the fee described in this Section as changes are made to the System’s hardware, software and other
computer requirements or as required by the third-party service provider(s) or by any regulatory agency
upon thirty-{30} days’ prior written notice to Franchisee.

3.8. Online Local Presence Fee. In addition to the fees set forth above, Franchisee must pay
Franchisor and/or Franchisor’s designated vendors the then-current Online Local Presence Fee as set forth
in the Operations Manual (“Online Local Presence Fee”), associated with costs of website management,
development, updating, maintenance, enhancement, and brand reputation management. The current Online
Local Presence Fee is $249 per month and is subject to increase upon 30 days’ notice to Franchisee.
Franchisee shall pay the Online Local Presence Fee on the 10" business day of each month, or as otherwise
required by the Operations Manual or in writing by Franchisor. Franchisor reserves the right to change the
amount of the fee described in this Section to cover costs incurred in the development, management, and
maintenance of the brand websites or as required by the third-party service provider(s) or by any regulatory
agency upon 30 days’ prior written notice to Franchisee.

3.9. Marketing Management Fee. In addition to the fees set forth above, Franchisee must pay
Franchisor and/or Franchisor’s designated vendors the then-current marketing management fee as set forth
in the Operations Manual (“Marketing Management Fee”), associated with localized marketing including:
email marketing, social media, promotions and offers, creative support, public relations management,
tradeshow support, and paid media support. The current Marketing Management Fee is $500 per month and
is subject to increase upon 30 days’ notice to Franchisee. Franchisee shall pay the Marketing Management
Fee on the 10" business day of each month, or as otherwise required by the Operations Manual or in writing
by Franchisor. Franchisor reserves the right to change the amount of the fee described in this Section to
cover costs incurred in localized marketing support or as required by the third-party service provider(s) or
by any regulatory agency upon 30 days’ prior written notice to Franchisee.3.10

3.10. Opening Assistance Fee. In consideration of the opening assistance services provided to
Franchisee by Franchisor, Franchisee must pay Franchisor a lump sum opening assistance fee set forth on
the Data Sheet that is part of this Agreement (the “Opening Assistance Fee”), which is due at the signing
of this Agreement and deemed fully earned and non-refundable upon payment in consideration of
administrative and other expenses Franchisor incurs in providing pre-opening services, including setting up
and preparing its systems for Franchisee to open its business.

3.8:3.11. Call Center Fee. Franchisee Franchisor reserves the right to establish a Call
Center. If established, Franchisee shall pay Franchisor a call center fee deducted on the tenth-£10") business
day after the end of each calendar month for the prior calendar month in an amount up to feurpereent
{4%)% of Franchisee’s Gross Revenue (the “Call Center Fee™).

3:9:3.12. Late and/or Underpayments and Interest. All fee payments, amounts due for
purchases by Franchisee from Franchisor and/or its affiliated company(ies), and other amounts which
Franchisee owes to Franchisor and/or its affiliated company not received on or before the due date shall be
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deemed past due. If any payment or contribution is past due, Franchisee shall pay to Franchisor immediately
upon demand, in addition to the past due amount, Franchisor’s then-current late fee per incident, plus
intereston-the pastdueameuntirom-the-datettwas-duenntinaldattherate-lesser of-one-and-ene-halt
pereent-{: (i) 124%)%2% per month (eighteenpereent{18%)% per annumy;); or (ii) the maximum interest
rate perrittedallowed by law;-whichever from the due date of payment. In addition to interest and fees for
insufficient funds, stop payment, or similar events, Franchisee must also pay Franchisor $100 for each week
that a payment is lesspaid after the due date which is in addition to interest. Nothing contained in this
Section shall prevent Franchisor from exercising, in Franchisor’s sole judgment, any other rights or
remedies available to Franchisor under this Agreement. In addition to the interest set forth above,
Franchisee shall also pay Franchisor ere-hundred-dollars{$$100) for each week that a payment is paid after
the due date.

3:10:3.13. No Right to Offset. Franchisee shall not be entitled to set off any payments
required to be made under this Section- 3 against any monetary claim it may have against Franchisor.

3:44.3.14. Non-Exclusive Remedies. Franchisor’s right to recover interest and late payment
fees under this Section shall not prevent Franchisor from obtaining, or otherwise waiving, any other remedy
available to Franchisor for Franchisee’s breach of this Section, as set forth in this Agreement or under
applicable law.

3:42.3.15. Taxes on Payments. In the event any taxing authority, wherever located, imposes
any future tax, levy or assessment on any payment Franchisee makes to Franchisor, Franchisee must, in
addition to all payments due to Franchisor, pay such tax, levy or assessment.

3-13:3.16. Franchisor’s Right of Setoff. As to Franchisee and/or any affiliate of Franchisee,
Franchisor can:

313.4.3.16.1. apply any payments received to any past due, current, future or other
indebtedness of any kind, in Franchisor’s Business Judgment (defined in Section- 3.2417 below), no matter
how payment is designated by Franchisee (including any amount due under any Promissory Note), except
that the Brand Fund Contributions may only be credited to the Brand Fund;

3:13.2:.3.16.2. _set off from any amounts that may be owed by Franchisor, any amount
owed to Franchisor or any marketing fund; and

343.3.3.16.3. retain any amounts received for Franchisee’s account (and/or that of any
affiliate of Franchisee), whether rebates from suppliers, payment for National Account work, or otherwise,
as a payment against any amounts owed to Franchisor or any marketing fund.

Franchisor can exercise any of the foregoing rights in connection with amounts owed to or
from Franchisor and/or any affiliate. For purposes of this Agreement, “affiliate” means any person or entity
which controls, is controlled by, or is under common control with another person or entity, including any
person or entity that provides services to Franchisee. In addition, as to the Franchisee, “affiliate” also means
any owner of any interest in Franchisee or the Franchised Business, any employee or agent of the
Franchisee, and/or any independent contractor performing functions for, or on behalf of, Franchisee, and
any entity controlled by any of the foregoing.

314:3.17. Business Judgment. For purposes of this Agreement, the term “Business
Judgment” means the exercise of reasonable business judgment in making Franchisor’s decision or
exercising Franchisor’s rights. Franchisor’s decisions or actions will be deemed to be the result of
reasonable business judgment, even if other reasonable or even arguably preferable alternatives are
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available, if Franchisor’s decision or action is intended, in whole or significant part, to promote or benefit
the franchise System generally, even if the decision or action also promotes Franchisor’s financial or other
individual interest. Examples of items that will promote or benefit the franchise System include, without
limitation, enhancing the value of the Proprietary Marks, improving customer service and satisfaction,
improving product quality, improving uniformity, enhancing or encouraging modernization, and improving
the competitive position of the franchise System. This is a defined term for the purposes of this Agreement
and is not intended to incorporate principles related to the application of the business judgment rule in a
corporate law context.

4. PROPRIETARY MARKS
4.1. Franchisee’s Use of the Proprietary Marks and Other Proprietary Material.

4.1.1. Franchisee shall use only the Proprietary Marks which Franchisor designates; and
shall use them only in the manner Franchisor authorizes and permits.

4.1.2. Franchisee shall use the Proprietary Marks only for the operation of the Franchised
Business and only in the Designated Territory and in sales and marketing for the Franchised Business.

4.1.3. Franchisee shall use all Proprietary Marks without prefix or suffix and in
conjunction with the symbols “TM,” “SM,” “S,” or “®,” as applicable. Franchisee may not use the
Proprietary Marks in connection with the offer or sale of any services or products erservices-which
Franchisor has not authorized for use in connection with the System. Franchisee may not use the Proprietary
Marks as part of Franchisee’s corporate or other legal name. Franchisee’s corporate name and all fictitious
names under which Franchisee proposes to do business must be approved by Franchisor in writing before
use. Franchisee must use Franchisee’s corporate or limited liability company name either alone or followed
by the initials “D/B/A” and a business name approved in advance by Franchisor. Franchisee must promptly
register at the office of the county in which Franchisee’s Franchised Business is located, or such other
public office as provided for by the laws of the state in which Franchisee’s Franchised Business is located,
as doing business under such assumed business name.

4.1.4. Franchisee must identify itself as the owner of the Franchised Business (in the
manner Franchisor prescribes) in conjunction with any use of the Proprietary Marks, including, without
limitation, on invoices, order forms, receipts, customer forms and questionnaires, business stationery, and
advertisements, as well as at such conspicuous locations as Franchisor may designate in writing at the
Franchised Business premises.

4.15. Franchisee’s right to use the Proprietary Marks is limited to such uses as are
authorized under this Agreement, and any unauthorized use thereof shall constitute an infringement of
Franchisor’s rights.

4.1.6. Franchisee shall not use the Proprietary Marks to incur any obligation or
indebtedness on Franchisor’s behalf.

4.1.7. Franchisee shall execute all documents Franchisor deems necessary to obtain
protection for the Proprietary Marks or to maintain their continued validity and enforceability.

4.1.8. Franchisee must promptly notify Franchisor of any suspected unauthorized use of
the Proprietary Marks that Franchisor may now or hereafter designate for use in connection with the System,
any challenge to the validity of the Proprietary Marks, or any challenge to Franchisor’s ownership of,
Franchisor’s right to use and to license others to use, or Franchisee’s right to use, the Proprietary Marks
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and Operations Manual (defined in Section-_6.1) (collectively the “Proprietary Material”). Franchisee
acknowledges that Franchisor has the sole right to direct and control any administrative proceeding or
litigation involving the Proprietary Material, including any settlement thereof. Franchisor has the right, but
not the obligation, to take action against uses by others that may constitute infringement of the Franchisor’s
rights to the Proprietary Material. Franchisor shall defend Franchisee against any third-party claim, suit; or
demand arising out of Franchisee’s use of the Proprietary Material. If Franchisor, in Franchisor’s sole
discretion, determines that Franchisee has used the Proprietary Material in accordance with this Agreement,
Franchisor shall bear the cost of such defense, including the cost of any judgment or settlement. If
Franchisor, in Franchisor’s sole discretion, determines that Franchisee has not used the Proprietary Material
in accordance with this Agreement, Franchisee shall bear the cost of such defense, including the cost of any
judgment or settlement. In the event of any litigation relating to Franchisee’s use of the Proprietary Material,
Franchisee shall execute any and all documents and do such acts as may, in Franchisor’s opinion, be
necessary to carry out such defense or prosecution, including, without limitation, becoming a nominal party
to any legal action. Except to the extent that such litigation is the result of Franchisee’s use of the Proprietary
Material in a manner inconsistent with the terms of this Agreement, Franchisor agrees to reimburse
Franchisee for Franchisee’s out-of-pocket costs in performing such acts.

4.1.9. Franchisee expressly understands and acknowledges that:

4.1.9.1. Franchisor or its affiliates or licensors own all right, title and interest in
and to the Proprietary Marks and the goodwill associated with and symbolized by them, and Franchisor has
the right to use, and license others to use, the Proprietary Marks;

4.1.9.2. The Proprietary Marks are valid and serve to identify the System and
those who are authorized to operate under the System;

4.19.3. During the term of this Agreement and after its expiration or
termination, Franchisee shall not directly or indirectly contest the validity of, or Franchisor’s ownership of,
or right to use and to license others to use, the Proprietary Marks or any other Proprietary Material;

4.1.9.4. Franchisee’s use of the Proprietary Material does not give Franchisee
any ownership interest or other interest in or to the Proprietary Material;

4.1.95. Any and all goodwill arising from Franchisee’s use of the Proprietary
Material shall inure solely and exclusively to Franchisor’s benefit, and upon expiration or termination of
this Agreement, no monetary amount shall be assigned as attributable to any goodwill associated with
Franchisee’s use of the System, the Proprietary Marks, or any other Proprietary Material;

4.1.9.6. Except as specified in this Agreement, the license of the Proprietary
Marks granted to Franchisee hereunder is non-exclusive and Franchisor retains the right, among others, to:
(i) use the Proprietary Marks itself in connection with selling products and services; (ii) grant other licenses
for the Proprietary Marks; and (iii) develop and establish other systems using the Proprietary Marks, similar
proprietary marks, or any other proprietary marks, and to grant licenses thereto without providing any rights
therein to Franchisee; and

4.19.7. Franchisor reserves the right, in Franchisor’s sole discretion, to
substitute different proprietary marks for use in identifying the System and the businesses operating
thereunder. Franchisee shall discontinue using all Proprietary Marks which Franchisor has notified
Franchisee, in writing, have been modified or discontinued within thirty30) days of receiving written
notice and, at Franchisee’s sole cost and expense, shall promptly begin using such additional, modified or
substituted Proprietary Marks.
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4.2.  Copyrighted Materials.- Franchisee acknowledges that Franchisor is the owner of certain
copyrighted or copyrightable works (the “Works™) and that the copyrights in the Works are valuable
property. The Works include, but are not limited to, the Operations Manuals, advertisements, promotional
materials, signs, Internet sites, mobile applications, vehicle graphics, and facility designs. Franchisor
authorizes Franchisee to use the Works on the condition that Franchisee complies with all of the terms and
conditions of this Section 4. This Agreement does not confer any interest in the Works on Franchisee, other
than the right to use them in the operation of the Franchised Business in compliance with the terms of this
Agreement. If Franchisee prepares any adaptation, translation or other work derived from the Works,
whether or not authorized by Franchisor, Franchisee agrees that the material will be our property and
Franchisee hereby assigns all of Franehisee’sits right, title and interest therein to Franchisor. Franchisee
agrees to sign any documents Franchisor deems necessary to confirm eurFranchisor’s ownership.

5. CONFIDENTIAL INFORMATION

5.1. Nondisclosure. During the term of this Agreement, Franchisee will receive information
which Franchisor considers its trade secret and confidential information. Franchisee may not, during the
term of this Agreement or thereafter, communicate, divulge, or use for the benefit of any other person or
entity; any Confidential Information (defined in Section-_5.2). Upon termination or expiration of this
Agreement, regardless of the reason, Franchisee shall return all copies of such Confidential Information to
Franchisor immediately, and Franchisee may not use the Confidential Information for any purpose other
than operating the Franchised Business in accordance with Franchisor’s standards and specifications.

5.2.  Confidential Information. Confidential Information hereby includes, without limitation,
any and all confidential, proprietary, and trade secret information relating to the operation of a Franchised
Business, such as: (i) all financial, operational, technical and marketing information; (ii) Operations
Manual; (iii) Franchisor’s System policies or procedures, and franchising materials, brochures, marketing
plans, forecasts, and related information; (iv) cost data; (v) pricing information; (vi) business plans;
(vii) financial records and results of Franchisor’s operations and other persons or entities operating a
Franchised Business; (viii) photographs, devices, samples, models and illustrations; (ix) software developed
by or for Franchisor; (x) customer and/or client lists and any information relating to Franchisor’s customers
or the customers of other System franchisees; (xi) prospect customer/client lists; (xii) patent, trademark,
service mark and copyright applications; (xiii) information relating to inventions, discoveries, software, and
any other research and development information; (xiv) methods of conducting the business developed by
Franchisor or other franchisees, and any forms, memoranda, outlines, protocol, presentations, proposals,
software, or other documents or information related to such methods; (xv) any information of a customer
not generally known or available to the public; (xvi) any Trade Secrets (defined in Section- 5.3), or of a
customer of Franchisor, or of any other franchisee; and (xvii) any information about or originating from
any Franchisee which, if it was information of Franchisor, is expressly deemed Confidential Information
pursuant to the foregoing (collectively, “Confidential Information™). Any and all information, knowledge,
know-how, techniques, and other data which Franchisor designates as confidential will be deemed
Confidential Information for purposes of this Agreement.

5.3. Trade Secrets. Notwithstanding Section- 5.2, “trade secret” means information
(including, but not limited to, components of the System, product marketing and promotional techniques,
confidential business information, technical or non-technical data, formulas, patterns, compilations,
programs, devices, methods, techniques, drawings, processes, financial data, financial plans, product plans,
and lists of actual or potential customers or suppliers) that: (i) derive economic value, actual or potential,
from not being generally known to, and not being readily ascertainable by proper means by, other persons
who can obtain economic value from its disclosure or use; and (ii) is the subject of efforts that are reasonable
under the circumstances to maintain its secrecy (collectively, “Trade Secrets”). To the extent that applicable
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law mandates a definition of “trade secret” inconsistent with the foregoing definition, then the foregoing
definition shall be construed in such a manner as to be consistent with the mandated definition under
applicable law.

5.4. Employees-/~/Personnel. All of Franchisee’s employees or other personnel must execute
covenants that they will maintain the confidentiality of information they receive in connection with their
employment by Franchisee at the Franchised Business. Such covenants shall be in a form satisfactory to
Franchisor and substantially similar to the Confidentiality and Restrictive Covenant Agreement in the form
attached to the Franchisor Disclosure Document as Exhibit S-te-this-AgreementD. Employee non-compete
and restrictive covenant agreements must include, without limitation, specific identification of Franchisor
as a third-party beneficiary of such covenants with independent rights to enforce them.

5.5. New Concepts. If Franchisee, or Franchisee’s employees or principals, develop(s) any
new concept, process or improvement in the operation or promotion of the Franchised Business, including,
but not limited to, any modifications or additions to the Proprietary Material, Franchisee shall promptly
notify Franchisor and provide Franchisor with all necessary related information, without compensation.
Any such concept, process or improvement shall become Franchisor’s sole property, and Franchisor shall
be the sole owner of all patents, patent applications, trademarks, copyrights, and other intellectual property
rights related thereto. Franchisee and Franchisee’s principals and agents hereby assign to Franchisor any
rights they may have or acquire therein, including the right to modify such concept, process or
improvement, and otherwise waive and/or release all rights of restraint and moral rights therein and thereto.
Franchisee and Franchisee’s principals and agents agree to assist Franchisor in obtaining and enforcing the
intellectual property rights to any such concept, process or improvement in any and all countries, and further
agree to execute and provide Franchisor with all necessary documentation for obtaining and enforcing such
rights. Franchisee and Franchisee’s principals and agents hereby irrevocably designate and appoint
Franchisor as their agent and attorney-in-fact to execute and file any such documentation and to do all other
lawful acts to further the prosecution and issuance of patents or other intellectual property rights related to
any such concept, process or improvement. In the event that the foregoing provisions of this Section- 5.5
are found to be invalid or otherwise unenforceable, Franchisee and Franchisee’s principals and agents
hereby grant to Franchisor a worldwide, perpetual, non-exclusive, fully- paid license to use and sublicense
the use of the concept, process or improvement to the extent such use or sublicense would, absent this
Agreement, directly or indirectly infringe Franchisee’s rights therein.

5.6. Customer Privacy. Franchisee agrees to adhere to the terms of Franchisor’s customer
privacy policies Franchisor may now or in the future develop. Franchisee may not divulge personal
information regarding any customers, except as absolutely necessary to operate the Franchised Business.

6. FRANCHISOR’S OBLIGATIONS

6.1.  Operations Manual. Prior to commencing operation of the Franchised Business,
Franchisor will provide Franchisee with secure access to its operations manual, which contains mandatory
and suggested specifications, standards and operating procedures for the System, which may be modified
and/or supplemented by Franchisor at any time as Franchisor deems advisable in its sele-giseretionBusiness
Judgement, including Franchisor’s proprietary and confidential operations manual for operating a
Franchised Business (“Operations Manual”). The Operations Manual may cover such topics as pre-opening
procedures; systems and procedures; personnel policies; specifications for vehicles, supplies, equipment
and inventory; marketing; accounting and bookkeeping; and related matters as may be incorporated from
time to time. Any required specifications, standards and operating procedures exist to protect Franchisor’s
interests in the System and the Proprietary Marks and to create a uniform customer experience, and not for
the purpose of establishing any control or duty to take control over those matters that are reserved to
Franchisee. The Operations Manual will remain confidential and the property of Franchisor, constituting a
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trade secret of Franchisor, and may not be shared, Ioaned out, dupllcated dlstrlbuted or copled in whole or
in part in any manner. .
#—ﬁuﬂ-y—set—ﬁeﬁh—he#em—Franchlsor WI|| have the nght to add to and otherW|se modlfy the contents of the
Operations Manual from time to time in writing in any manner, including through the Operations Manual,
email, Franchisor’s website, or any other means. Franchisee must always follow the required directives in
the Operations Manual, as they may be modified by Franchisor from time to time. Such compliance by
Franchisee is necessary to protect the integrity and reputation of the System. The Operations Manual may
also contain provisions that share recommended best practices, which provisions are not mandatory.

6.2. Initial Supplies. Franchisor will provide Franchisee with a list of all items and equipment
needed to open the Franchised Business, along with the proprietary list of Approved Suppliers for those
items (as applicable), with which Franchisee must comply.

6.3. Ongoing Assistance. Franchisor may provide Franchisee continuing consultation and
advice, as Franchisor deems necessary and appropriate in its sole discretion, regarding the management and
operation of the Franchised Business. Franchisor will provide such assistance, in Franchisor’s discretion,
by telephone, facsimile, intranet communication, on-site visits, or other means. If Franchisee requires and
requests additional on-site assistance from Franchisor, subject to the availability of Franchisor’s personnel,
Franchisor may provide Franchisee with such assistance at Franchisor’s then-current training fee, plus
expenses, including Franchisor’s travel and lodging expenses, as Franchisor deems necessary in its sole
discretion. Franchisor may also use the Operations Manual to provide self-serve training materials.

6.4.  Additional Training. As set forth more fully in Section-_8, Franchisor may, in
Franchisor’s sole discretion, hold refresher and ongoing training courses, or training courses to provide
additional information and/or updates regarding Franchisor’s System and/or the operation of the Franchised
Business. Except as otherwise provided in this Agreement, Franchisor may require Franchisee and
Franchisee’s personnel to attend such additional training up to twenty-{20}10 days per year at a location to
be selected by Franchisor_except that up to 20 days per year may be required where in person training is
required due to a default/non-compliance. All expenses, including Franchisee’s and Franchisee’s
employees’ transportation, meal, and lodging expenses to attend such training shall be Franchisee’s sole
responsibility. If training is conducted at Franchisee’s Approved Location or in Franchisee’s Designated
Territory, Franchisee will be responsible for all of Franchisor’s employees’ expenses to conduct such
training, including transportation, meal and lodging expenses. Franchisor will provide Franchisee with
thirty{30} days’ notice of any upcoming additional or refresher training that Franchisee is required to attend.
Franchisor may periodically conduct optional training programs for Franchisee and/or Franchisee’s
personnel at Franchisor’s office or another location that Franchisor designates. Franchisor may charge
Franchisee our then current fee for optional training programs. Franchisor may provide any of the additional
training in person or via recorded media, teleconference, video conference, the Internet, webinar, or any
other means, as Franchisor determines.

6.5. Remedial Training. In the event Franchisor determines that Franchisee is not operating
the Franchised Business as required under the Franchise Agreement or in compliance with the System
standards, Franchisor may require Franchisee to attend up to five{5} days of remedial training a year (in
addition to any required training). Franchisor hasreserves the right to schedule remedial training at its
corporate headquarters or other designated training facility, or Franchisor may provide such training on-
site at the Franchised Business. In either case, Franchisor may charge Franchisee its then-current tuition
training fee (plus #sour travel and living expenses) to provide such remedial training.

6.6.  Call Center. Franchisor reserves the right to establish and maintain a centralized call
center for the purpose of accepting telephone, Internet and other inquiries from potential customers and
forwarding such customer information to the appropriate franchisee (the “Call Center”). If established,
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Franchisee must comply with Franchisor’s procedures for using the Call Center as Franchisor specifies in
the Operations Manual or otherwise in writing, including any fees Franchisee must pay in connection with
administering and maintaining this service. If established, Franchisor has the absolute right to receive all
customer calls to the Franchised Business, and subsequently service, route and/or assign any work orders
or inquiries resulting from such calls as it deems advisable in its sole discretion, regardless of whether the
customer is located within Franchisee’s Designated Territory. If established, all System related phone
numbers and Internet lead sources are required to be ported to or directed to Franchisor.

6.7. Pricing. Franchisor may advise Franchisee from time to time concerning suggested retail
prices. Franchisor and Franchisee agree that any list or schedule of prices furnished to Franchisee by
Franchisor is a recommendation only and is not to be construed as mandatory upon Franchisee. Nothing
contained herein shall be deemed a representation or warranty by Franchisor that the use of Franchisor’s
suggested prices will result in a profit. _If Franchisor determines that #Franchisor may lawfully require
Franchisee to charge certain prices for products or services, certain minimum prices for products or services,
or certain maximum prices for products or services, Franchisee must adhere to Eranchiser’sour pricing
policies as set forth in the Manuals or otherwise in writing from time to time. Otherwise, Franchisee is
solely responsible for determining the prices that Franchisee charges customers. Franchisee must provide
Franchisor with its current price list upon Franchisor’s request.

6.8. Annual Conference. Franchisor may, in Franchisor’s discretion, hold one or multiple
annual conferences at a location to be selected by Franchisor (the “Annual Conference”). Franchisor will
determine the topics and agenda for such conference to serve the purpose, among other things, of updating
franchisees on new developments affecting franchisees, exchanging information between franchisees and
Franchisor’s personnel regarding operations and programs, and recognizing franchisees for their
achievements. Franchisor may require Franchisee to attend the Annual Conference and pay Franchisor’s
then-current registration fee if Franchisor chooses to charge a registration fee, in its sole discretion.
Attendance at the Annual Conference is mandatory. Franchisor reserves the right to charge Franchisee a
fee to cover Annual Conference expenses in the event the Franchisee chooses not to attend. All expenses,
including Franchisee’s and Franchisee’s employees’ transportation to and from the Annual Conference, as
well as lodging, meals and salaries during the Annual Conference are Franchisee’s sole responsibility.
Franchisor may use Brand Fund Contributions for purposes related to the Annual Conference, including
costs related to production, programs and materials.

7. FRANCHISEE’S OBLIGATIONS

7.1.  Site Location and Lease Approval. Franchisee must operate the Franchised Business
from an approved retail showroom/office that meets Franchisor’s then-current standards and specifications
for an Approved Location. Franchisee will need to lease approximately 500 to 4,5062,000 square feet of
commercial real estate for Franchisee’s retain showroom/office and to securely store all equipment and
inventory. Franchisor may provide Franchisee with standards and specifications for the design and layout
of the premises of the Approved Location, and Franchisor must review and approve any proposed location,
as well as any lease associated with the proposed location, prior to Franchisee entering into any lease for
the proposed location. If Franchisor has not approved a location for Franchisee to operate the Franchised
Business as of the date Franchisee signs this Agreement, Franchisee must work with Franchisor to identify
an Approved Location. Prior to Franchisee’s acquisition by lease or purchase of a site for the Franchised
Business, Franchisee must submit to Franchisor, in the form Franchisor specifies, such information or
materials as Franchisor may reasonably require, and a letter of intent or other evidence satisfactory to
Franchisor that confirms Franchisee’s favorable prospects for obtaining the proposed site. Recognizing that
time is of the essence, Franchisee must submit a proposed site, together with the information and materials
required by this Paragraph 3, to Franchisor for Franchisor’s approval within 90 days after signing the
Franchise Agreement. Franchisor will have 30 days after receipt of such information and materials from
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Franchisee to approve or disapprove, in Franchisor’s sole discretion, the site as a location for the Franchised
Business. No proposed site will be deemed approved unless Franchisor has expressly approved it in

. W a v arties’ site-s o sations: Franchisor has
the right to review, evaluate and approve Franchisee’s proposed lease for the Approved Location (“Lease”)
prior to execution. Franchisor may condition Franchisor’s approval of any proposed Lease on, among other
things, Franchisee and Franchisee’s landlord’s execution of a Collateral Assignment of Lease in the form
prescribed by Franchisor and attached to this-Agreementthe Franchise Disclosure Document as Exhibit GH.

7.1.1 Relocation. If, for any reason, the Lease term is shorter than the term of this
Agreement and the Lease cannot be renewed or extended, or Franchisee cannot continue for any other
reason to occupy the Approved Location, Franchisee must relocate Franchisee’s Franchised Business to a
mutually acceptable site within Franchisee’s Designated Territory to complete the unexpired portion of the
term of this Agreement. Franchisee must notify Franchisor of Franchisee’s intention to relocate, procure a
site acceptable to Franchisor within airety{90} days prior to closing operations at Franchisee’s current
Approved Location, and open for business at the new Approved Location within thirty(30} days of closing
business at Franchisee’s existing Approved Location. Franchisor may require Franchisee to reimburse
Franchisor for its actual costs and expenses associated with evaluating Franchisee’s relocation request
and/or any locations proposed by Franchisee for relocation, plus a two—hundred—fifty—dolar{$$250)
administrative fee._ Franchisor will provide Franchisee with copies of Franchisor’s invoices for its expenses
from any third-party providers upon request.

7.1.1. Franchised Business Appearance and Construction. Franchisee agrees that the
Franchised Business must conform to Franchisor’s standards and specifications for the appearance, layout
and design of a Franchised Business. Franchisee is solely responsible for the preparation of architectural
and working drawings necessary to complete construction and/or build-out at the Approved Location and
must ensure that plans meet with applicable ordinances, building codes, permit requirements, and any other
applicable local, state or federal law.

7.1.2.  Use of Premises. The location of Franchisee’s Approved Location approved by
Franchisor in accordance with this Agreement shall be used solely for the purpose of operating the
Franchised Business, unless otherwise approved in writing by Franchisor. Franchisee must obtain
Franchisor’s prior written consent to conduct any other business or commercial activity from the Approved
Location.

7.2. Training. Franchisee (or if Franchisee is an entity, then Franchisee’s principals) must
attend and successfully complete Franchisor’s Initial Training Program (defined in Section 8.1), as set forth
more fully in Section 8 of this Agreement. Franchisor has the right to require ere-{up to 1} individual to
attend in addition to Franchisee.

7.3.  Opening Requirements. Franchisee shall open and commence operating the Franchised
Business within one hundred eighty (180) days of executing this Agreement: and continuously operate the
Franchised Business thereafter. Franchisee must obtain Franchisor’s approval of the Approved Location
within sixty-{66)90 days of executing this Agreement. In addition to any other pre-opening obligations set
forth in this Agreement, Franchisee is required to complete the following prior to commencing operations:
(i) obtain all required licenses, certifications, permits, and other governmental approvals necessary to
operate the Franchised Business in the Designated Territory, and provide Franchisor with written proof
thereof; (ii) purchase/lease all required vehicles, equipment, supplies and inventory in accordance with
Franchisor’s standards and specifications and, if appropriate, from Franchisor’s Approved Suppliers
(defined in Section-_7.4.2), that Franchisee is required to purchase prior to opening; (iii) attend and
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successfully complete Franchisor’s Initial Training Program, as defined and described in Section- 8.1 of
this Agreement, as well as any other pre-opening training Franchisor may prescribe; and (iv) provide
Franchisor with any and all documents and information necessary for Franchisor to effectuate the EFT
Program to automatically withdraw all payments due and owing Franchisor and its affiliates under the
Franchise Agreement. Without limiting the foregoing, if Franchisee or any of Franchisee’s owners is not a
U.S. national, Franchisee represents that Franchisee and/or such owners have an immigration status that
allows Franchisee and/or such owners to live and work in the United States, and Franchisee hereby promises
that Franchisee and/or such owners will maintain such status during the term of this Agreement. Failure to
maintain an immigration status that allows Franchisee and/or such owners to live and work in the United
States is a material breach of the Franchise Agreement.

7.4. Purchasing Requirements.

7.4.1. Compliance with Standards.  Franchisee acknowledges and agrees that
Franchisee’s obligations set forth in this Agreement and the Operations Manual are reasonable and
necessary for the operation of the Franchised Business and to maintain uniformity throughout the System.
Franchisee shall adhere to the standards and specifications set forth in this Agreement and the Operations
Manual and any revisions or amendments to same. Franchisee shall use the furnishings, supplies, fixtures,
equipment, computer hardware and software, and product samples and promotional materials that comply
with Franchisor’s then-current standards and specifications, which Franchisor will establish and modify at
Franchisor’s discretion. Franchisee acknowledges that Franchisee may incur an increased cost to comply
with such changes at Franchisee’s expense.

7.4.2. Designated and Approved Suppliers. Franchisee must currently use Franchisor’s
designated suppliers to purchase any items and/or services necessary to operate the Franchised Business.
Recognizing that preservation of the System depends upon product and service uniformity and the
maintenance of Franchisor’s trade dress, Franchisee agrees to purchase product samples and other supplies,
services, furnishings, fixtures, computer hardware and software, and other equipment from Franchisor or
from approved or designated suppliers as Franchisor shall specify, from time to time, in the Operations
Manual and otherwise in writing (each an “Approved Supplier”). Franchisee hereby acknowledges that
Franchisor, Franchisor’s affiliate(s) and/or a third party may be one of several, or the only, Approved
Supplier of any item. Franchisee further acknowledges and agrees that Franchisor and/or Franchisor’s
affiliates have the right to realize a profit or otherwise derive revenue from any products or services that
Franchisor, Franchisor’s affiliates, or Franchisor’s Approved Suppliers supply and/or provide to
Franchisee. Franchisor has the irrevocable right to modify, supplement, or otherwise change its lists of
Approved Suppliers and any items that must be purchased from such Approved Suppliers at any time, as
Franchisor deems advisable in its sole discretion. Franchisor may mandate that Franchisee use a specific
payment processor in its Franchised Business, in which Franchisor or an affiliate may (or may not) be an
owner, and Franchisor or its affiliate may collect fees owed to it or an affiliate at the time of payment by a
customer using such processor. Franchisor may provide Franchisee with notice of such modifications to
these lists via the Operations Manual or any other manner Franchisor deems appropriate.

7.4.3. Supplier Approval. In the event Franchisee wishes to purchase any unapproved
item, including inventory, and/or acquire approved items from an unapproved supplier, Franchisee must
provide Franchisor the name, address and telephone number of the proposed supplier, a description of the
item Franchisee wishes to purchase, and the purchase price of the item, if known. At Franchisor’s request,
Franchisee must provide Franchisor, for testing purposes, a sample of the item Franchisee wishes to
purchase. Nothing in the foregoing shall be construed to require Franchisor to approve any particular
supplier. Franchisor may base Franchisor’s approval of any such proposed item or supplier on
considerations relating not only directly to the item or supplier itself, but also indirectly to the uniformity,
efficiency and quality of operation Franchisor deems necessary or desirable in Franchisor’s System as a
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whole, as well as the maintenance of Franchisor’s Confidential Information. Franchisor has the right to
receive payments from suppliers on account of their dealings with Franchisee and other franchisees and to
use all amounts Franchisor receives without restriction (unless instructed otherwise by the supplier) for any
purposes Franchisor deems appropriate. Nothing herein shall require Franchisor to approve an unreasonable
number of suppliers for a given item, which approval might, in Franchisor’s reasonable judgment, result in
higher costs or prevent the effective or economical supervision of approved suppliers.

7.4.3.1. Franchisee or the proposed supplier must pay Franchisor its then-current
alternative supplier or new product review fee, in addition to Franchisor’s actual costs that Franchisor
estimates it will incur in connection with inspecting the alternate supplier, its facilities, and/or the previously
non-approved item(s) proposed by Franchisee. If the costs Franchisor incurs are more than the amount
Franchisee or the proposed supplier advanced, then Franchisor may withdraw additional funds through the
EFT Program from Franchisee’s designated bank account for the difference, or if the actual amount
Franchisor incurs is less than the amount of the advancement, then Franchisor shall credit the excess amount
to the payment of Franchisee’s future obligations.

7.4.3.2. Franchisor will use commercially reasonable efforts to notify Franchisee
in writing whether or not Franchisee’s request is approved or denied within thirty—{(30} days of:
(i) Franchisor’s receipt of all supporting information from Franchisee regarding Franchisee’s request under
this Section; and (ii) if applicable, Franchisor’s completion of any inspection or testing associated with
Franchisee’s request. If Franchisor does not provide written approval within this time period, then
Franchisee’s request will be deemed denied.

7.4.3.3. Franchisor may, but is not obligated to, provide Franchisee’s proposed
supplier or provider with its specifications for the item that Franchisee wishes the third party to supply,
provided that third party executes Franchisor’s prescribed form of non-disclosure agreement.

7.4.3.4. Each supplier that Franchisor approves of must comply with
Franchisor’s requirements regarding insurance, indemnification and non-disclosure. If Franchisor approves
any supplier, Franchisee may enter into supply contracts with such third party, but under no circumstances
will Franchisor guarantee Franchisee’s performance of any supply contract.

7.4.35. Franchisor may re-inspect and revoke Franchisor’s approval of
particular products or suppliers when Franchisor determines, in Franchisor’s sole discretion, that such
products or suppliers no longer meet Franchisor’s standards. Upon receipt of written notice of such
revocation, Franchisee must cease purchasing products from such supplier.

7.4.4. System Suppliers. Franchisor may establish business relationships, from time to
time, with suppliers who may produce and/or provide certain products or services that Franchisee is
required to purchase from only that supplier (each a “System Supplier”). These System Suppliers may
provide, among other things, supplies, fixtures, technology, software and equipment, all in accordance with
Franchisor’s proprietary standards and specifications, or private label goods that Franchisor has authorized
and prescribed for sale by System franchisees. Franchisee recognizes that such products and services are
essential to the operation of the Franchised Business and to the System generally. Franchisee further
recognizes that Franchisee’s failure to pay System Suppliers may interfere with such suppliers’ willingness
to supply the System and may result in other System franchisees’ inability to obtain product, or ability to
obtain product only on less favorable credit terms. Accordingly, Franchisee agrees to pay System Suppliers
as and when due. Franchisee must use products purchased from Approved Suppliers solely in connection
with the operation of the Franchised Business and not for any competitive business purpose.
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7.5.  Approved Products and Services. Franchisee shall offer for sale all products and services
which Franchisor prescribes and only those products and services which Franchisor prescribes. Franchisee
may not offer any other products or services for sale without having received Franchisor’s prior written
authorization. Franchisee shall at all times maintain sufficient levels of inventory, as specified in the
Operations Manual, to adequately satisfy consumer demand. Franchisee must offer, use and sell all private
label products which Franchisor may now or in the future designate for sale by System franchisees. In the
event Franchisee wishes to offer any Approved Products or Approved Services that Franchisor indicates
requires additional training or certification from Franchisor or its designee, then Franchisee must complete
such training and/or obtain such certification, at Franchisee’s sole expense, prior to providing these
specialized Approved Products and Approved Services.

7.6. Operations

7.6.1. Hours of Operation. Franchisee must operate the Franchised Business for at least
those days and number of hours Franchisor specifies in the Operations Manual.

7.6.2. Maintenance of Premises and Project Sites. Franchisee must maintain the
Franchised Business and all project sites in a clean, safe and attractive manner, and in accordance with all
applicable requirements of law, including all federal, state and local health laws, as well as this Agreement
and the Operations Manual. Franchisee and Franchisee’s employees must give prompt, courteous and
efficient service to the public and otherwise operate the Franchised Business so as to preserve, maintain
and enhance the reputation and goodwill of the System.

7.6.3. Personnel/Staffing. Franchisee must employ a sufficient number of qualified,
properly licensed, and competent personnel; to offer prompt, courteous and efficient service to the public,
and otherwise operate the Franchised Business in compliance with the System so as to preserve, maintain
and enhance the reputation and goodwill of the System. All employees engaged in the operation of the
Franchised Business during working hours shall dress conforming to Franchisor’s standards and shall
present a neat and clean appearance in conformance with Franchisor’s reasonable standards and shall render
competent, efficient service to the customers of the Franchised Business.

7.6.4. Compliance with Operations Manual and Training of Employees. Franchisee
agrees to conduct the Franchised Business in accordance with the mandatory portions of the Operations

7.6.5. Management Participation. Franchisee (or at least one of Franchisee’s principals
if Franchisee is a corporation or partnership) must devote their personal full-time attention and best efforts
to the management and operation of the Franchised Business. Upon Franchisee’s written request, Franchisor
may permit Franchisee to employ a manager to manage the day-to-day operations of the Franchised
Business (the “Designated Manager™), provided the Designated Manager: (i) is approved by Franchisor in
writing prior to hiring; and (ii) successfully completes Franchisor’s Initial Training Program (defined in
Section- 8.1) before assuming any managerial responsibility. The Franchised Business must, at all times,
be staffed with at least ere—{1} individual who has successfully completed Franchisor’s Initial Training
Program. In the event that Franchisee operates more than one Franchised Business, Franchisor may require
Franchisee to have a properly trained Designated Manager who has been approved by Franchisor at each
location. Franchisee will keep Franchisor informed at all times of the identity of any employee acting as
Designated Manager of the Franchised Business. In the event that a Designated Manager resigns or is
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otherwise terminated from the Franchised Business, the replacement must be trained pursuant to
Franchisor’s then-current standards. Franchisee must replace the Designated Manager within a reasonable
amount of time not to exceed 90 days. The new Designated Manager must successfully complete training
within thirty(30} days of hiring. Franchisor reserves the right, without the obligation, to train the new
Designated Manager directly. Franchisee and any Designated Manager(s) are not permitted to seek or
maintain other employment or engage in any other business activities during the term of this Agreement.

7.6.5.1. If Franchisee’s Designated Manager departs the Franchised Business
and Franchisee does not have another Designated Manager that satisfies the requirements in Section 7.6.5
above, then Franchisor may, at its option, provide Franchisee with a temporary replacement Designated
Manager and Franchise shall be obligated to pay the replacement Designated Manager the then-current fee
for each full or partial day.

7.6.5.2. Notwithstanding the foregoing, Franchisee will not be in violation of the
obligations of this Section 7.6.5 and Section 7.10 if Franchisee (or at least one of Franchisee’s principals if
Franchisee is a corporation or partnership) or the Designated Manager(s) devotes appropriate time,
resources, and effort to supervising the development and operation of the Franchised Business. The owners
of Franchisee must directly oversee the Designated Manager (where one is appointed pursuant to the
Franchise Agreements) and such owners may engage in other non-competitive business or activity so long
as it does not materially interfere with the operation of the Franchised Businesses.

7.6.6. Working Capital. Franchisee must at all times maintain such working capital as
may be reasonably necessary to enable Franchisee to properly and fully carry out and perform all of
Franchisee’s duties, obligations and responsibilities hereunder and to operate the business in a businesslike,
proper and efficient manner.—Fhis-ameunt-with-vary-overtime-and-will-argely-depend-on-the-si

7.6.7. Inventory. Prior to commencement of operations, Franchisee shall adequately
supply the Franchised Business with supplies, vehicles, equipment and inventory as prescribed by the
Franchisor_in the Operations Manual, and any other items of the type, quantity and quality as specified by
the Franchisor in the Operations Manual. Franchisee must, at all times, maintain sufficient levels of
inventory, including Franchisor’s proprietary products and other equipment and supplies used at project
sites, as required by Franchisor in the Operations Manual to adequately meet consumer demand. \Vehicles
may be leased or rented.

7.6.8. Products with Proprietary Marks. Franchisee shall in the operation of its
Franchised Business, use and display labels, forms, vehicles, supplies, equipment and inventory imprinted
with the Proprietary Marks and colors as prescribed by the Franchisor.

7.6.9. Market Research. Franchisor may, from time to time, conduct market research
and testing to determine the viability of new products and services. Franchisee must cooperate by
participating in such programs and by purchasing and promoting the sale of such test products and services,
if required by the Franchisor.

7.6.10. Customer Contracts. In the operation of the Franchised Business, Franchisee is
required to use only the customer contracts, waivers, and/or other forms that are designated by Franchisor
from time to time. Franchisor is not obligated to designate any such items and Franchisee’s use obligations
do not apply where Franchisor does not designate such items. Franchisor may provide Franchisee with
templates or sample forms of such items, but it is Franchisee’s responsibility to have all items which are to
be used with prospective and/or actual customers reviewed, at Franchisee’s expense, by an attorney licensed
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to practice law in the state(s) where the Franchised Business is operated, for compliance with all applicable
state and local legal requirements. Franchisor makes no warranty or representation that any contracts,
waivers and/or other forms and/or materials, whether supplied by Franchisor or otherwise, are in
compliance with the laws of any particular state(s) or locality.

7.7. Franchised Business Inspection. Franchisee agrees that, in order to maintain the high
quality and uniform standards associated with the Franchise System and to protect its goodwill and
reputation, Franchisee will permit Franchisor, during business hours, to inspect Franchisee’s Franchised
Business or attend a project site, confer with Franchisee and Franchisee’s employees and customers,
observe and evaluate Franchisee’s sales techniques and operation methods, and perform any other
inspection which Franchisor deems necessary to protect the standards of quality and uniformity of the
franchise System and Franchisee’s performance under this Agreement, the Operations Manual, and other
standards and specifications required by Franchisor. Franchisee is obligated to make changes to
Franchisee’s operations based upon any inspections by Franchisor. Franchisor is not required to provide
Franchisee with any notice prior to conducting such an inspection.

7.8. Computer Software and Hardware

7.8.1. Business Management and Technology System. Franchisor’s business
management and technology system (“Business Management and Technology System”) is a proprietary
integrated business management system that includes customized software that facilitates the flow of
business-related information between Franchisee, Franchisor and Franchisee’s customers. The Business
Management and Technology System will be managed and maintained by either Franchisor, a third-party
company selected by Franchisor, or a combination of both. The Business Management and Technology
System includes software that manages customer / Franchisee / Franchisor interactions from demand
generation and lead intake through invoicing and collections, Franchisor’s websites, telematics, and the
Call Center (if established). If the Call Center is established, Franchisee will be required to forward any and
all calls made to the Franchised Business (and all telephone numbers associated therewith) so that
Franchisor can receive/route/assign these customer calls through the Business Management and
Technology System as more fully set forth in this Agreement. Franchisee will have access to the Business
Management and Technology System through a unique login.

7.8.2. Computer System. Franchisor shall have the right to specify or require that certain
brands, types, makes and/or models of communications, computer systems and hardware be used by
Franchisee, including, without limitation: (a) a compatible “back office” computer system that complies
with Franchisor’s standards and specifications and is capable of operating designated and Required
Software (as defined below in Section 7.8.3belew3); (b) Franchisor’s Business Management and
Technology System; (c) a custom and proprietary point-of-sale system (the “POS System”), if Franchisor
makes such a POS System part of its proprietary operating system in the future; (d) accounting software;
(e) software applications and programs; (f) printers and other peripheral hardware or devices; (g) archival
back-up systems; (h) Internet access mode and speed; and (i) physical, electronic, and other security systems
(collectively, the “Computer System™). Franchisee must dedicate its Computer System for use as the
Business Management and Technology System only and use the Business Management and Technology
System in accordance with Franchisor’s policies and operational procedures. Franchisee’s employees must
complete any and all training programs Franchisor reasonably requires for the proper operation and use of
the Business Management and Technology System. Franchisee may not use any other cash registers or
computer systems in its Franchised Business.

7.8.3. Required Software. Franchisor shall have the right, but not the obligation, to
develop or designate: (i) computer software programs that Franchisee must use in connection with any
component of the Computer System, including Franchisor’s Business Management and Technology System
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software (the “Required Software”), which Franchisee shall install at Franchisee’s expense; (ii) updates,
supplements, modifications or enhancements to the Required Software, which Franchisee shall install at
Franchisee’s expense; (iii) the tangible media upon which Franchisee records data; and (iv) the database
file structure of the Computer System.

7.8.4. Compliance with Requirements. At Franchisor’s request, Franchisee shall
purchase or lease, and thereafter maintain, the Computer System and, if applicable, the Required Software.
Franchisee expressly agrees to strictly comply with Franchisor’s standards and specifications for all items
associated with Franchisee’s Computer System and any Required Software- (including the Business
Management and Technology System). Franchisee agrees, at its own expense, to keep its Computer System
in good maintenance and repair-and. Franchisee and Franchisor agree that maintaining current technological
capabilities is necessary and appropriate in order to meet customer preferences and/or requirements as they
evolve over time, and that as a result of such changes over time, updates and/or new or additional software,
hardware, and systems may be added to the specifications. Franchisee agrees, at its own expense to install
such additions, changes, modifications, substitutions, and/or replacements to Franchisee’s Computer
System or Required Software as Franchisor directs from time to time in writing. Franchisee agrees that its
compliance with this Section shall be at Franchisee’s sole cost and expense. Franchisee agrees that
maintaining current technological capabilities is necessary and appropriate in order to meet customer
preferences and/or requirements as they evolve over time, and that as a result of such changes over time,
updates and/or new or additional software, hardware, and systems may be added to the specifications.

7.8.5. Franchisor’s Access. Franchisor may require that Franchisee’s Computer System
be programmed to automatically transmit data and reports about the operation of the Franchised Business
to Franchisor. Franchisor shall also have the right to, at any time without notice, electronically connect with
Franchisee’s Computer System to monitor or retrieve data stored on the Computer System or for any other
purpose Franchisor deems necessary. There are no contractual limitations on Franchisor’s right to access
the information and data on Franchisee’s POS system and Computer System. Franchisee shall deliver to
Franchisor all access codes, static Internet protocol (“IP”") addresses and other information to facilitate
Franchisor’s access to the data described in this Section within thirty{30} days of opening the Franchised
Business.

7.8.6. Proprietary Software. Franchisor has a proprietary interest in all databases, lists,
templates, programs, and any other software components that have been created and/or customized by
Franchisor using the Computer System and/or Required Software (the “Proprietary Software”). In the
future, Franchisor may further customize the Proprietary Software and create programs that conduct, among
other things, scheduling, accounting, inventory, and related activities. Franchisee must obtain the computer
hardware necessary to implement the Proprietary Software into the Franchised Business; and comply with
all specifications and standards prescribed by Franchisor regarding the Proprietary Software as provided in
the Operations Manual. This Proprietary Software will be Franchisor’s proprietary product and the
information collected therefrom will be deemed Franchisor’s Confidential Information.

7.8.7. Computer Network. Franchisee is required to participate in any System-wide
computer network, intranet system, extranet system or community portal that Franchisor implements; and
that may be required by Franchisor to use such computer network, intranet system, or extranet system to,
among other things: (i)-_submit Franchisee’s reports due under this Agreement to Franchisor online;
(ii)-_view and print portions of the Operations Manual, including any updates or modifications thereto;
(iii)-_download approved marketing materials; (iv) communicate with Franchisor and other System
franchisees; and (v) complete any initial or ongoing training that Franchisor designates, in the event
Franchisor makes such training accessible through this medium. Franchisee agrees to use the facilities of
any such computer network, intranet system or extranet system in strict compliance with the standards,
protocols and restrictions that Franchisor included in the Operations Manual, including those related to the
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encryption of confidential information and prohibitions against the transmission of libelous, derogatory or
defamatory statements. Franchisee understands and agrees that it is solely responsible for any licensing
and/or maintenance fee(s) associated with any intranet or extranet described in this Section.

7.9.  Personal Conduct. Franchisee agrees to refrain from committing any act or pursuing any
course of conduct that tends to bring Franchisor’s Proprietary Marks into disrepute.

7.10  Best Efforts. Franchisee (or Franchisee’s principals) must devote their personal full-time
attention, skill and best efforts to the management and operation of the Franchised Business and to promote
and increase the demand for the Franchisor’s products and services within the Designated Territory. In
consideration of the grant of the Franchised Business, Franchisee (or Franchisee’s principals) agrees that it
will not own, maintain, engage in, be employed by, or have any interest in any other business other than
the Franchised Business without the prior written consent of Franchisor. Franchisee agrees that Franchisee
may not, without the prior written consent of Franchisor, engage in any commercial activity that: (i) is not
performed for the sole and direct benefit of the Franchised Business; (ii) may benefit or promote any other
business; or (iii) may be injurious to the Franchised Business or the goodwill associated with the Proprietary
Marks and the System. Franchisee acknowledges that Franchisee’s (or Franchisee’s principals’) violation
of the terms in this Section will be a material breach of this Agreement, and Franchisor may terminate this
Agreement with notice and without an opportunity to cure. The foregoing remedy shall be in addition to
any other legal or equitable remedies that the Franchisor may possess.

7.11  Telephone and Email Access. Franchisor reserves the right to procure and supply all
telephone numbers and email accounts associated with the Franchised Business.

7.12  Payment of Debts. Franchisee is solely responsible for: (i) selecting, retaining and paying
Franchisee’s employees; (ii) the payment of all invoices for the purchase of products and services used in
connection with operating the Franchised Business; and (iii) determining whether, and on what terms, to
obtain any financing or credit which Franchisee deems advisable or necessary for the conduct of the
Franchised Business. Franchisee agrees to pay all current obligations and liabilities to suppliers, lessors,
and creditors on a timely basis. Franchisee agrees to indemnify Franchisor in the event that Franchisor is
held responsible for debts owed by Franchisee if Franchisor elects to pay any of Franchisee’s obligations
in order to preserve the relationship between System Suppliers and System franchisees. Franchisee agrees
to make prompt payment of all federal, state and local taxes, including individual and corporate taxes, sales
and use taxes, franchise taxes, gross receipts taxes, employee withholding taxes, FICA taxes, personal
property, and real estate taxes arising from Franchisee’s operation of the Franchised Business. Franchisee
agrees to indemnify Franchisor in the event that Franchisor is held responsible for these taxes.

7.13 Compliance with Applicable Laws. Franchisee must comply with all applicable federal,
state and local laws, ordinances and regulations regarding the operation of the Franchised Business
(including, without limitation, all government regulations relating to required licensing; occupational
hazards and health; trademark and copyright infringement; fair marketing laws; consumer protection; trade
regulation; workers’ compensation; unemployment insurance; withholding and payment of Federal and
State income taxes and social security taxes; sales, use and property taxes; and the applicable provisions
of the Americans with Disabilities Act (“ADA”) regarding the construction, design and operation of the
Franchised Business). Franchisee will have sole authority and control over the day-to-day operations of
the Franchised Business and Franchisee’s employees and/or independent contractors. Franchisee is solely
responsible for all employment decisions and is solely responsible for compliance with all local, state, and
federal-and-lecal hiring laws and functions of the Franchised Business, including, without limitation, those
related to hiring, firing, training (except for brand standards certification training Franchisor offers to
Franchisee and Eranchisee’sits Designated Manager), wage and hour requirements, compensation,
promotion, recordkeeping, supervision, and discipline of employees, paid or unpaid, full or part-time. At
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no time will Franchisee or Franchisee’s employees be deemed to be employees of Franchisor or
Franchisor’s affiliates. —Any information Franchisor provides about employment matters, whether
voluntarily or in response to Eranehisee’syour request, and whether directly or by means of any technology
tools, is a recommendation only and is not intended to and is not an actual exercise of control over the
wages, hours or working conditions of Franchisee’s employees or the means and manner by which they
carry out their duties. Franchisee is strongly encouraged to seek independent competent labor law counsel
in the state/locality where Franchisee does business for all employment matters.

Franchisee alone will direct and control all employees of the Franchised Business, subject only to
the Brand Standards that Franchisor prescribes to protect the goodwill associated with the Marks, which
may include the requirement of initial and periodic drug testing and background checks. Franchisee is
required to clearly inform all workers, before hiring and periodically thereafter, that Franchisee, and not
Franchisor, is their employer. Franchisee agrees to indemnify Franchisor for any liability, cost, expense,
loss or damage, including attorney’s fees and costs, arising from {5-any claim or allegation that Franchisor
or any affiliate is the employer, co-employer, or joint employer of Franchisee, its Owners, or any workers
in the Franchised Business.

7.13  Trade Secrets and Confidential Information. Franchisee and all of its employees must
maintain the confidentiality of all Confidential Information as set forth in this Agreement.

7.14  Image. Franchisee acknowledges that Franchisor has developed the System to offer and
sell products and services which will distinguish the Franchised Business from other service businesses that
offer similar products and services valued at different prices and with less attention paid to product quality
and customer service. Franchisee agrees to offer products and services and to conduct the Franchised
Business in such a manner which will serve to emulate and enhance the image Franchisor intended for the
System. Franchisee further acknowledges and agrees that each aspect of the System is important not only
to Franchisee, but also to Franchisor and to other System franchisees in order to maintain the highest
operating standards, achieve System-wide uniformity, and increase the demand for the products sold and
services rendered by System franchisees. Franchisee agrees to comply with the standards, specifications
and requirements Franchisor set forth in order to uniformly convey the distinctive image of a Franchised
Business. Franchisee shall, in the operation of the Franchised Business, use only displays, bags, labels,
forms, stationery, and other products Franchisor designates that are imprinted with the Proprietary Marks
and colors, as prescribed from time to time by Franchisor.

7.15  Pending Actions. Franchisee shall notify Franchisor in writing, within five-(5) days of the
commencement of any action, suit or proceeding; and the issuance of any order, suit or proceeding of any
court, agency or other government instrumentality, including the receipt of any notice or citation, which
may adversely affect the operation or financial condition of Franchisee or the Franchised Business.

7.16  Standard Maintenance and System Conformity. Franchisee agrees to repair, refinish,
replace, and/or otherwise refurbish the Franchised Business’s Computer System, POS System, Required
Software, vehicle(s), trailer(s) (if applicable), equipment, tools, and the Approved Location’s furnishings,
fixtures, decor, and any other tangible part or property of the Franchised Business at Franchisee’s sole
expense at such times as Franchisor may reasonably direct. Franchisor has the right to direct Franchisee to
remodel, re-equip, and otherwise refurbish the Approved Location in the manner necessary to bring it into
conformance with other franchises of the type Franchisor’s franchisees are opening at the time of such
direction. H-at-any-time-in-FranchisorsjudgmentA remodel/re-equip/refurbish will not be required in the
last 12 months of a term but will be a condition of renewal. If at any time, in Franchisor’s Business

Judgment, the general state of repair or the appearance of the premises of the Approved Location or its
vehicles or equipment; does not meet FranchisersFranchisor’s standards, Franchisor shall so notify
Franchisee, specifying the action to be taken by Franchisee to correct such deficiency. If Franchisee fails
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or refuses to initiate within fifteen{15) days after receipt of such notice, Franchisor shall have the right, in
addition to all other remedies, to enter upon the premises of the Approved Location and affect such
maintenance on behalf of Franchisee, and Franchisee shall pay the entire costs thereof on demand.

7.17  Customer Service. Franchisee must comply with any standards, specifications or
methodologies that Franchisor establishes in the Operations Manual or otherwise in writing regarding
customer service requirements, a customer or product warranty, or a satisfaction guarantee on any
Approved Products or Approved Services offered or sold by the Franchised Business, refund policies, and
other standards and specifications.- If specified in the Operations Manual, Franchisee is required to provide
the warranty or satisfaction guarantee to each customer and comply with the requirements of the
warranty/guarantee program, as set forth in the Operations Manual.

8. TRAINING

8.1 Initial Training Program. Franchisor will provide Franchisee (or one of Franchisee’s
principal owners if Franchisee is a business entity) and up to twe—{2} additional representatives that
Franchisee designates with Franchisor’s then-current initial training program (the “Initial Training
Program”) tuition-free, subject to the availability and schedule of Franchisor’s training personnel.
Franchisee must attend and successfully complete the Initial Training Program to Franchisor’s satisfaction
at Franchisor’s corporate headquarters (the “Home Office”), or other location that Franchisor designates,
prior to commencing operations of the Franchised Business. Some or all of the classroom training may now
or in the future be provided virtually. If Franchisee is a business entity, each franchise owner must attend
and successfully complete the Initial Training Program. The Initial Training Program lasts approximately
five—(5) days, and Franchisee will be solely responsible for costs and expenses Franchisee and its
representative(s) incur in connection with attending the Initial Training Program, including travel, lodging,
meals or any wages incurred for Franchisee’s employees. In the event Franchisor permits Franchisee to
employ a Designated Manager (defined in Section-_7.6), such Designated Manager must attend and
complete the Initial Training Program to Franchisor’s satisfaction prior to commencing any managerial
duties of the Franchised Business.

8.1.1 Timing for Completion. Franchisee and its designated trainees must participate in
and complete the Initial Training Program to Franchisor’s satisfaction seven-to-thirty{7-30)-days-prior to
opening the Franchised Business and within ene-hundred-fifty-{156)90 days from the Effective Date of this
Agreement. Upon completion of the Initial Training Program, the Franchised Business shall be deemed
“open and operating.” In the event Franchisee does not complete the Initial Training Program to
Franchisor’s satisfaction within this ere-hundred-fifty{15690-day} period, then Franchisor may terminate
this Agreement or Franchisor may provide Franchisee with additional time in exchange for a general
release.

8.1.2 Additional Employees. In the event Franchisee requests that more than twe—(2)
additional people participate in the Initial Training Program (other than Franchisee or Franchisee’s partner
or principal shareholder), even if they attend the same training session, Franchisor may provide the Initial
Training Program to such additional persons, subject to the availability of Franchisor’s personnel, and
charge Franchisee its then-current training tuition fee. All training related expenses for Franchisee’s
additional personnel, including transportation to and from the training site, lodging, meals, and salaries
during training are Franchisee’s sole responsibility.

8.1.3 Replacement Personnel. In the event Franchisee or Franchisee’s employee(s)
fail(s) to complete the Initial Training Program to Franchisor’s satisfaction, the respective person may
repeat the course, or, in the case of an employee, Franchisee may send a replacement (the “Replacement
Personnel”) to the next available training session. Franchisor may charge its then-current training tuition
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fee for such Replacement Personnel to attend the Initial Training Program. Franchisor may also charge its
then-current training tuition fee for each subsequent operating principal, designated manager or employee
who attends the course at a scheduled training class at Franchisor’s headquarters or other location
designated by Franchisor. Failure by Franchisee, subsequent operating principals, designated managers, an
employee, or any Replacement Personnel to complete the Initial Training Program to Franchisor’s
satisfaction within the time period prescribed in this Agreement shall constitute default of this Agreement
and Franchisor may terminate the Agreement.

8.1.4 Employee Training. Franchisee must ensure that any and all employees of the
Franchised Business that do not attend the Initial Training Program are properly trained to perform their
respective duties in connection with the Franchised Business prior to such employee(s) undertaking the
duties.

8.1.5 Training Materials. Franchisor will provide Franchisee with training materials for
Franchisee to use in training Franchisee’s personnel. OalyFEranchisor’s—providedFranchisee must use
Franchisor training materials to train Franchlsees personnel on brand standard topics and may be-used-by
Franchisee-nsupplement training Ex sonnelwith its own materials so long as they are not
inconsistent with Franchisor training materlals Updated training materials may be available to Franchisee
in the Operations Manual or by other means, in Franchisor’s sole discretion. All training materials provided
to Franchisee by Franchisor shall at all times remain Franchisor’s property, and Franchisee agrees not to
challenge Franchisor’s or Franchisor’s affiliates’ title or rights in or to the training materials. Franchisee
may not make any disclosure, duplication or other unauthorized use of any portion of the training materials.

8.2 Additional and Remedial Training. Franchisor may conduct, and require Franchisee,
Franchisee’s Designated Manager (if applicable}), and other employees to attend; additional and/or
refresher training courses that Franchisor develops for the benefit of the System, as Franchisor deems
advisable in its sole discretion. Franchisor may charge Franchisee its then-current training tuition fee for
Franchisee and any other persons that attend such additional or refresher training, and Franchisee will be
solely responsible for any and all expenses associated with such training (including travel, lodging, meals
and employee wages incurred). Additional and/or refresher training may take place at Franchisor’s Home
Office or any other location that Franchisor designates. Franchisor will provide Franchisee with thirty(30)
days’ notice of any upcoming additional or refresher training that Franchisee is required to attend.

8.3 Reasonable Training and Assistance Requests. Upon Franchisee’s written request,
Franchisor may provide Franchisee with additional training and/or assistance, as Franchisor deems
necessary in its sole discretion, subject to the availability and schedules of Franchisor’s personnel.
Franchisor may charge Franchisee its then-current tuition fee for any training or assistance that Franchisor
provides at Franchisee’s request, and Franchisee is solely responsible for any expenses and costs incurred:
(i) by Franchisee and its representatives in connection with attending such additional training; and (ii) by
Franchisor in connection with providing such training or assistance, whether at the Home Office or on-site
at Franchisee’s Approved Location or within the Designated Territory. Additional assistance may be
provided by Franchisor over the phone, via email or Franchisor’s Operations Manual.

9. INSURANCE

9.1 General. Franchisee must maintain, at Franchisee’s expense, in full force and effect
throughout the term of this Agreement, the types of insurance and the minimum policy limits specified in
the Operations Manual. In determining and modifying such requirements, Franchisor agrees to use
reasonable—business—judgrment—and-only require such insurance and minimum policy limits that are
reasonable- in its Business Judgment. The insurance policy or policies must be in effect at the earlier of: (i)
ninety-{96)60 days after the Effective Date of this Agreement; or (ii) prior to attending the Initial Training
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Program. The insurance policy or policies must protect Franchisee, Franchisor, and Franchisor’s past,
present, and future: officers, directors, owners, managers, members, stockholders, affiliates, employees,
consultants, attorneys and agents, against any loss, liability, personal injury, death, property damage, or
expense whatsoever arising out of or occurring upon or in connection with the condition, operation, use, or
occupancy of the Franchised Business. Franchisee shall list Franchisor as an additional insured under each
policy, except for policies required by statute in Franchisee’s jurisdiction, including, but not limited to,
workers’ compensation and employer’s liability insurance policies. Franchisor reserves the right to amend,
modify, and/or supplement additional types of coverage and/or increase the required minimum amount of
coverage upon providing Franchisee reasonable notice through the Operations Manual or otherwise in
writing by Franchisor. Franchisee’s obligation to obtain coverage is not limited in any way by insurance
that Franchisor maintains. Upon Franchisor’s request or as specified in the Operations Manual, Franchisee
shall provide Franchisor with certificates of insurance evidencing the required coverage and any other
documentation in connection therewith.

9.2 Insurance Rating, Approval, and Certification. All insurance carriers must be approved
by Franchisor in advance and in writing. All insurance policies must be issued by insurance companies with
a rating of A-VII or better as reported in the most recent edition of A.M. Best’s Insurance Report.
Franchisor’s acceptance of an insurance carrier does not constitute Franchisor’s representation or guarantee
that the insurance carrier will be capable of meeting claims during the term of the insurance policy.
Franchisee agrees to carry such insurance as may be required by the Lease of the Approved Location or by
any of Franchisee’s lenders or equipment lessors, and such workers’ compensation insurance as may be
required by applicable law. Franchisee must deliver a certificate of insurance to Franchisor at least twenty
{20y days prior to opening the Franchised Business and ten-(10} days prior to any renewal of the required
policies, as evidence that all insurance requirements have been met. All insurance policies held by
Franchisee will be primary to any policy or policies held by Franchisor or its affiliates.

9.3 Designees. All liability policies will list Franchisor as an additional insured except the
Employment Practices Liability policy where Franchisor will be named as co-defendant. The Commercial
General Liability policy shall contain a waiver of subrogation in favor of Franchisor and any parties
Franchisor designates; and will be primary and non-contributory to any insurance Franchisor might carry.
Franchisor reserves the right to modify required insurance coverage during the course of Franchisee’s
Agreement based on changes in risk factors, for which Franchisee will comply with upon written notice
from Franchisor.

9.4 Claims Cancellation. Franchisee must provide Franchisor with copies of any insurance
claims or insurance cancellations within twenty-feur{(24} hours of Franchisee’s receipt of said claims or
cancellations. Franchisee has a twenty-four—(24)-48-hour opportunity to cure any lapses in insurance
coverage. No insurance policy must be subject to cancellation, termination, non-renewal or material
modification, except upon at least thirty(30) calendar days’ prior written notice from the insurance carrier
to Franchisor. Franchisee must submit a certificate of insurance which demonstrates compliance with this
Section- 9.

9.5 Failure to Maintain Insurance. If Franchisee fails to comply with the minimum
insurance requirements set forth herein, Franchisor has the right to obtain such insurance and keep same in
force and effect, and Franchisee shall pay Franchisor, on demand, the premium cost thereof and a ere
hundred-deHar($$100) administrative fee for the costs incurred in connection with Franchisor obtaining
the insurance.

9.6 Modification of Requirements. Franchisor has the right to increase or otherwise modify
the minimum insurance requirements upon thirty—30} days’ prior written notice to Franchisee, and
Franchisee shall comply with any such modification within the time specified in said notice.

© 20232024 Al Kitchen & Bath Franchising, LLC B-30
20232024 FDD +-vIF(MN)



10. FINANCIAL RECORDS AND REPORTS

10.1 Reporting. Franchisee must maintain, for at least ten—10} fiscal years from their
preparation, full, complete accurate records of all sales, marketing activities, contracts, estimates,
authorizations, receipts, payroll and accounts payable, and any other documents and records used in
connection with the Franchised Business, in accordance with the standard accounting system described by
the Franchisor in the Operations Manual or otherwise specified in writing. Franchisee must also provide
Franchisor with complete financial records for the operation of the Franchised Business as described in this
Section in accordance with generally accepted accounting principles.

10.1.1 Franchisee will, at its expense, submit to the Franchisor within sixty-(60} days of
the end of each calendar year of the Franchised Business during the term of this Agreement, a complete
financial statement for the said calendar year, including, without limitation, both an income statement and
balance sheet, which may be unaudited, together with such other information in such form as the Franchisor
may require.

10.1.2 Each financial statement shall be signed by Franchisee or by an individual
authorized by Franchisee, attesting that the statement is true and correct and prepared in accordance with
FranchisorsFranchisor’s requirements.

10.1.3 Franchisee must-alse provide Franchisor with access to the information generated
by any software Franchisor requires Franchisee to use in connection with its bookkeeping and other
accounting obligations under this Agreement, including QuickBooks and Franchisor’s software provider(s).
Franchisee must, upon Franchisor’s request, grant temporary administrative access to any software
Franchisor requires Franchisee to use in connection with its bookkeeping and other accounting obligations
(including, but not limited to, QuickBooks or Eranchiser’sour then-current accounting software) to
Franchisor and/or its designee for the limited purpose of integration with franchise systems (i.e.,
ServiceMinderour digital platform or similar systems) or collecting financial reporting data as required
under the Franchise Agreement.

10.1.4 Franchisee shall provide Franchisor with any other data, information and
supporting records that Franchisor designates from time to time, including any and all reports set forth in
the Operations Manual.

10.2 Tax Returns. In addition to the information and materials set forth in Section- 10.1,
Franchisee agrees to maintain, and furnish to Franchisor within thirty—(30} days of filing: (i)- complete
copies of all federal, state and local tax returns, including those detailing income, sales, value added, use
and service taxes, as well as employee withholding, workers’ compensation, and similar reports filed by
Franchisee reflecting financial activities of the Franchised Business; and (ii) Franchisee’s (or Franchisee’s
principals’) personal federal, state and local tax returns; and Franchisee hereby waives, to the extent not
prohibited by applicable law, any right to object to disclosure of any tax returns.

10.3  Right to Disclose Information. Franchisor has the right to use and disclose data derived
from the reports Franchisee furnishes to Franchisor. Franchisee hereby consents to #sFranchisor obtaining,
using and disclosing to third parties (including, without limitation, prospective franchisees, financial
institutions, legal and financial advisors), for any purpose whatsoever or as may be required by law, any
financial or other information contained in or resulting from information, data, materials, statements and
reports received by usFranchisor or Eranchiser’sits affiliates (or disclosed to Franchisor or its affiliates) in
accordance with this Agreement. Notwithstanding the foregoing, tax return data will only be disclosed to
legal and financial advisors or as may be required by law.
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11. BOOKS AND RECORDS

11.1  Recordsand Audits. Franchisee must establish and maintain, at its own expense, accurate
business records, reports, accounts, books and data relating to the operation of the Franchised Business that
conforms to the requirements and formats (including a specific chart of accounts) Franchisor prescribes
from time to time. Franchisor may designate an approved bookkeeping vendor (or one of a list of vendors)
that Franchisee must use and Franchisee hereby eensertconsents to such vendor providing access to any
business records that Franchisor would otherwise be entitled to pursuant to the Franchise Agreement.

Franchisee may be required to use the Computer System to maintain sales data and other
information and to generate the reports Franchisor requires. Franchisor may require use of a specific
accounting software and version thereof as set forth in the Operations Manual, and Franchisee will be solely
responsible for any associated cost.

Franchisor and Franchisor’s designees have the right to inspect and/or audit Franchisee’s business
records at any time during normal business hours to determine whether Franchisee is current with suppliers
and otherwise operating in compliance with the terms of this Agreement and the Operations Manual.
Moreover, Franchisee must also provide Franchisor with access to the information generated by any
software Franchisor requires Franchisee to use in connection with its bookkeeping and other accounting
obligations under this Agreement, including QuickBooks (or Franchisor’s then-current accounting
software, if different) and Franchisor’s software provider.

If any audit reveals that Franchisee has understated Franchisee’s financial information, including,
but not limited to, Royalty Fee or Brand Fund Contribution payments; by more than twe-percent{2%};%,
or if Franchisee has failed to submit timely reports and/or remittances for any twe-(2) reporting periods
within any twehve{12}--month period, Franchisee must pay Eranehiser’sour costs and expenses, including
the cost of such audit and/or inspection, and including the cost of outside auditors and attorneys (to the
extent Franchisor incurs such costs), together with amounts due for Royalty Fees and other fees as a result
of such underreporting and/or failure to submit reports, along with all late fees and interest which may
otherwise be due under this Agreement.

11.2  Corporate or Limited Liability Company Franchisee Records. If Franchisee becomes
a corporation, limited liability company or other business entity either prior to executing this Agreement;
or at any time during the term of this Agreement, the following requirements, when applicable, shall apply:

11.2.1 Copies of Franehisee'sFranchisee’s Articles of Incorporation or Charter, minutes
of the annual meeting, by-laws and other governing documents, and any amendments thereto, copies of
initial shareholder certificates and Shareholder Agreements, if any, and the Resolutions of the Board of
Directors authorizing entry into this Agreement as required by the Franchisor and as set forth in the
Operations Manual shall be promptly furnished to Franchisor.

11.2.2 Franchisee shall maintain a current list of all owners or members of record and all
beneficial owners of any class of stock of Franchisee and shall furnish such list to Franchisor annually.

11.2.3 All members with, or shareholders of, Franchisee that directly or beneficially own
5% or more of Franchisee, shall jointly and severally guarantee Franehisee'sFranchisee’s performance
hereunder and shall bind themselves to the terms of a Personal Guaranty in a form approved by Franchisor
(see Exhibit A to this Agreement). All members and/or shareholders shall also be individually subject to
the non-disclosure and confidentiality provisions set forth in this Agreement, as well as any and all in-term
and post-term restrictive covenants. However, the requirements of this subsection shall not apply to any
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corporation registered under the Securities Exchange Act of 1934 (hereinafter known as a “Publicly-held
Held Corporation™).

11.2.4 The majority equity owner in the entity that becomes the Franchisee must complete
the Initial Training Program and all other training required by the Franchisor and work directly in the day-
to-day operations of the Franchised Business and devote his or her personal full-time attention, skill and
best efforts to the management and operation of the Franchised Business, unless Franchisor agrees
otherwise in writing.

11.2.5 All issued and outstanding stock certificates of such corporation shall bear the
following legend:

EXAMPLE: “Transfers of these shares is subject to certain restrictions contained
in a Franchise Agreement between
and Al Kitchen & Bath Franchising, LLC, dated V7

11.2.6 A business entity Franchisee may own multiple Franchised Businesses of the same
brand but may not own more than one brand of Franchised Business, and any such other brands must be
owned and operated through a separate business entity.

12. ADVERTISING

Recognizing the value of advertising and promotion, and the importance of the standardization of
advertising and promotion programs to further the goodwill and public image of the System, the parties
agree as follows:

12.1  Generally. With regard to advertising generally for the Franchised Business, Franchisee
will only use or display the advertising materials Franchisor approves in writing. If Franchisee wishes to
use any advertising or promotional materials other than those currently approved for use by System
franchisees, then Franchisee must submit Franchisee’s proposed materials to Franchisor for approval at
least thirty-(30) days prior to its intended use. Franchisor will use commercially reasonable efforts to notify
Franchisee of Franchisor’s approval or disapproval of the proposed materials within fifteen{15} days of the
date such materials are received. If Franchisee does not receive Franchisor’s written approval within fifteen
{15} days, the proposed materials shall be deemed disapproved. All advertising must prominently display
the Proprietary Marks and will comply with any standards for use of the Proprietary Marks that Franchisor
establishes, as set forth in the Operations Manual or otherwise in writing. Franchisor may require Franchisee
to discontinue the use of any advertising or marketing material; within time frames prescribed by
Franchisor, at Franchisee’s sole cost and expense.

12.2  Internet Website. Franchisee must obtain and maintain adequate hardware and software
in order to access the Internet at the bit speed Franchisor requires from time to time. Franchisee is
prohibited, however, from establishing any website or other presence on the Internet, except as provided
herein. Franchisor may unilaterally modify the provisions of this Section from time to time in its sole
discretion.

12.2.1 Franchisor may, but is not obligated to, establish an Internet website that provides
information about the System and the products and services offered by Franchised Businesses. In the event
Franchisor exercises its right to create such a website, Franchisor shall have sole discretion and control over
the website (including timing, design, content and continuation).
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12.2.2 Franchisor may, but is not obligated to, create interior pages on its website(s) that
contain information about Franchisee’s Franchised Business and other franchised businesses. If Franchisor
does create such pages, Franchisor may require Franchisee to prepare all or a portion of the page for
Franchisee’s Franchised Business, at Franchisee’s expense, using a template that Franchisor provides. All
such information will be subject to Franchisor’s approval prior to posting.

12.2.3 Except as approved in advance in writing by Franchisor, Franchisee must not
establish or maintain a separate website, splash page, profile or other presence on the Internet, or otherwise
advertise on the Internet or any other public computer network in connection with the Franchised Business,
including any profile on Facebook, Twitter, LinkedIn, YouTube, Pinterest, Instagram, Snapchat, or any
other social media and/or networking site. If such approval is granted by Franchisor, Franchisee must:
(i) establish and operate such site or page in accordance with System standards and any other policies
Franchisor designates in the Operations Manual or otherwise in writing from time to time; and (ii) utilize
any templates that Franchisor provides to Franchisee to create and/or modify such site(s). Franchisor will
retain ownership of any and all social media or referral websites / accounts.

12.2.4 Franchisor may use a portion of the Brand Fund Contribution to pay or reimburse
itself for the costs incurred in connection with the development, maintenance and update of its website.

12.2.5 Franchisee acknowledges that Franchisor and/or Franchisor’s affiliates are the
lawful, rightful and sole owner of the Internet domain name www.thedesignery.com, as well as any other
Internet domain names registered by Franchisor and/or Franchisor’s affiliates, and unconditionally
disclaims any ownership interest in such Internet domain names and any Internet domain names similar
thereto. Franchisee agrees not to register any Internet domain name in any class or category that contains
words used in or similar to any brand name owned by Franchisor or Franchisor’s affiliates or any
abbreviation, acronym, phonetic variation, or visual variation of those words.

12.3  Brand Fund. Franchisor has established a Brand Fund for the common benefit of System
franchisees. Franchisor requires Franchisee to participate in and contribute on a monthly basis, ere-percent
{49%3)2% of the Franchised Business’s Gross Revenue to the Brand Fund. Notwithstanding the foregoing,
Franchisor reserves the right to increase the Brand Fund Contribution at any time upon providing notice to
Franchisee, provided that the Brand Fund Contribution will not exceed three—percent{3%}% of Gross
Revenue during the term of this Agreement except as provided in Section 1.1.1. Franchisee must pay the
Brand Fund Contribution directly to the Brand Fund via EFT on a monthly basis on or before the tenth
£10™) business day of each month based on the Gross Revenue generated during the preceding calendar
month. Franchisor reserves the right to modify the frequency, manner, or method of payment upon
providing reasonable notice to Franchisee.

12.3.1 Franchisor will use the Brand Fund, in Franchisor’s sole discretion, for the general
promotion of the Proprietary Marks and the System, including to develop, produce and distribute national,
regional and/or local advertising and to create advertising materials and public relations programs which
promote, in Franchisor’s sole judgment, the services offered by System franchisees. Franchisor has the sole
right to determine contributions and expenditures from the Brand Fund; or any other advertising program,
and sole authority to determine, without limitation, the selection of the advertising materials and programs,
provided, however, that Franchisor will make a good faith effort to expend the Brand Fund in the general
best interests of the System on a national or regional basis. Franchisor may use the Brand Fund to satisfy
any and all costs of maintaining, administering, directing, preparing; and producing advertising, including:
(i)-_the cost of preparing and producing Internet, television, radio, magazine and newspaper advertising
campaigns; (ii)-the cost of direct mail and outdoor billboard advertising; (iii)- the cost of soliciting National
Accounts; (iv)-_the cost of public relations activities and advertising agencies; (v)- the cost of developing
and maintaining an Internet website; (vi)-_personnel and other departmental costs for advertising that
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Franchisor internally administers or prepares; and (vii)- the costs of building partnerships with national or
regional brands. Nevertheless, Franchisee acknowledges that not all System franchisees will benefit directly
or on a pro rata basis from such expenditures. The Brand Fund will not be used for the direct solicitation of
franchise sales, but Franchisor reserves the right to include a notation in any advertisement indicating
“Franchises Available.” Franchisor also reserves the right to use the Brand Fund for public relations or
recognition of the brand.

12.3.2 Franchisor may periodically assist franchisees to maintain high quality standards
through customer surveys, customer interviews, and other similar initiatives (“Surveys”). The cost of such
programs will be borne by the Brand Fund. The cost of these programs may be charged directly to
Franchisee if Franchisee’s results from a Survey fall below System-established minimum standards for such
Surveys.

12.3.3 Franchisor has the right to reimburse itself from the Brand Fund for such costs and
overhead, if any, as Franchisor may incur in activities reasonably related to the direction and
implementation of the Brand Fund.

12.3.4 In Franchisor’s sole discretion, units owned and operated by Franchisor or its
affiliates may, but are not obligated to, contribute to the Brand Fund. Franchisee acknowledges that the use
of the Brand Fund or other advertising funds or accounts and the expenditures made thereby, may benefit
Franchisor and its units, even though the units operated by Franchisor or its affiliates may or may not
contribute to the Brand Fund or other advertising funds or accounts.

12.3.5 Franchisor will prepare on an annual basis, and will have available for Franchisee
within ene-hundred-twenty(120} days of the end of the fiscal year for the prior fiscal year only, a statement
of contributions and expenditures for the Brand Fund. The statement will be presented to Franchisee upon
Franchisee’s written request. The Brand Fund is not required to be independently audited.

12.3.6 Franchisor has the right to require that an advertising cooperative and/or franchisee
advisory council be formed, changed, dissolved or merged.

12.3.7 Franchisor assumes no obligation or liability to Franchisee with respect to the
maintenance, direction or administration of the Brand Fund or any other advertising funds or accounts
maintained in connection with this Agreement, except as expressly set forth in this Section. Franchisor also
has the right to cause the Brand Fund to be incorporated or operated through a separate entity at such time
as Franchisor deems appropriate, and such successor entity will have all of the rights and duties specified
herein.

12.3.8 Franchisee acknowledges that the Brand Fund is not a trust or an asset of
Franchisor and that Franchisor is not a fiduciary to Franchisee with respect to, or a trustee of, the Brand
Fund or the monies therein.

12.3.9 Franchisor may suspend or terminate the Brand Fund at any time, and any surplus
funds may only be used for marketing and advertising purposes until fully expended.

12.4  Regional Advertising and Promotional Cooperative. Franchisor may, in Franchisor’s
discretion, designate any geographical area for purposes of establishing a regional advertising and
promotional cooperative (“Cooperative”), and to determine whether a Cooperative is applicable to the
Franchised Business. If a Cooperative is established applicable to the Franchised Business, Franchisee must
participate in the Cooperative. Cooperative contributions will be credited towards the Local Advertising
Requirement discussed in Section- 12.5 below. The following provisions will apply to each Cooperative:
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12.4.1 Each Cooperative will be organized and governed in a form and manner, and will
commence operation on a date, approved in advance by Franchisor;

12.4.2 Each Cooperative will be organized for the exclusive purpose of administering
regional advertising programs and developing, subject to Franchisor’s approval, standardized advertising
materials for use by the members in local advertising;

12.4.3 No promotional or advertising plans or materials may be used by a Cooperative or
furnished to its members without Franchisor’s prior approval. All such plans and materials must be
submitted to Franchisor in accordance with the procedure set forth in Section 12.1 hereof;

12.4.4 Each Cooperative will have the right to require its members to make contributions
to the Cooperative in such amounts as determined by the Cooperative; however, the Cooperative may, by
a two-thirds majority vote of its members, require a Cooperative contribution in excess of the Local
Advertising Requirement;

12.4.5 Each member franchisee must submit to the Cooperative its respective contribution
together with such other statements or reports as Franchisor may require or as may be required by the
Cooperative with Franchisor’s approval;

12.4.6 Franchisor may grant to Franchisee, in its sole discretion, an exemption for any
length of time from the requirement of membership in a Cooperative, upon written request from Franchisee
stating reasons supporting such exemption. Franchisor’s decision concerning such request for exemption
will be final; and

12.4.7 Franchisor will have the power to require any Cooperative to be formed, changed,
dissolved, or merged at any time.

125  Local Advertising

12.5.1 Grand Opening Marketing. In connection with the opening of the Franchised
Business, Franchisee must spend a minimum amount of five—thousand—delars—{$5$15,000} in local
advertising, and as otherwise required and directed by Franchisor (“Grand Opening Marketing”). Any
marketing must be conducted in accordance with Franchisor’s standards and specifications, as described in
the Operations Manual or this Agreement. Franchisor reserves the right to collect all or a portion of the
Grand Opening Marketing. Franchisor reserves the right to increase the required spend to seven-theusane
dolars{$7$22,000} as Franchisor deems necessary.

12.5.2 Local Advertising Requirement. In addition to the Brand Fund Contributions
described above in Section- 12.3, Franchisee will be required to spend the greater of: (i) three-percent{3%)%
of Gross Revenue_per month; or (ii) three-theusand-deHars($$3,000) per month on local advertising and
promotion in accordance with Franchisor’s standards and specifications (the “Local Advertising
Requirement, as defined in Section- 3.6). Franchisor reserves the right to increase the Local Advertising
Requirement to the-greaterof:—(i)}fourpercent{an amount up to 4%)% of Gross Revenue;—er{i)four

, upon ninety{90} days’ prior written notice. Franchisee must spend
the Local Advertlsmg Requirement as Franchisor prescribes in the Operations Manual or otherwise in
writing, which may include, without limitation, requirements for placing a certain number and/or type(s) of
media advertisements, erpromotions, sponsorships, sales expenses, engaging certain public figures to assist
the Franchisee in promoting its Franchised Business, or salaries/commissions for one or more sales people
with approval from Franchisor which amounts may be limited to ensure allocation of funds to appropriate
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local marketing channels. The Local Advertising Requirement must be expended within Franchisee’s
Designated Territory. Franchisee acknowledges and agrees that Franchisee’s Local Advertising
Requirement must be expended regardless of the amount(s) spent by other System franchisees on local
advertising. Franchisee may spend any additional sums Franchisee determines on local advertising.
Franchisee must use only such advertising and promotional materials as have been previously approved by
Franchisor. Franchisee must submit to Franchisor proof of Franchisee’s expenditures on local advertising.
All phone numbers used in local advertising by the Franchised Business of any form must be forwarded to
Franchisor’s Call Center.

12.6  Advisory Council. Franchisor reserves the right to establish an Advisory Council
(“Advisory Council™). Elected franchisee(s) must participate actively in the Advisory Council as Franchisor
designates; and participate in all Advisory Council meetings approved by Franchisor. Franchisor reserves
the right to prepare and amend the governing documents for the Advisory Council from time to time, in its
sole discretion, at any time. Franchisor, in its sole discretion, will determine the topic areas to be considered
by the Advisory Council. The purposes of the Advisory Council shall include; but are not limited to:
(i) exchanging ideas and problem-solving methods; (ii) advising Franchisor on expenditures for System-
wide advertising; and (iii) coordinating franchisee efforts. Amounts and expenditures may vary from time
to time due to variations in Advisory Council participation and costs, as determined by the Advisory
Council, and as approved by Franchisor. The Advisory Council shall act in an advisory capacity only.
Franchisor will have the right to form, change or dissolve any Advisory Council at any time in its sole
discretion.

13 INDEPENDENTBUSINESS; INDEMNIFICATION

13.1  Independent Business Status. Franchisee is an independent business responsible for full
control over the internal management and daily operation of the Franchised Business, and neither party to
this Agreement is the agent, principal, partner, employee, employer or joint venture partner of the other
party. Franchisee may not act or represent itself, directly or by implication, as Franchisor’s agent, partner,
employee or joint venture partner, and Franchisee may not incur any obligation on Franchisor’s behalf or
in Franchisor’s name. All stationery, business cards and contractual agreements entered into by Franchisee
shall contain Franchisee’s corporate or fictitious name, and a conspicuously displayed notice, in the place
Franchisor designates, that Franchisee operates the Franchised Business as an independently owned and
operated business, and that Franchisee independently owns and operates the Franchised Business as a
System franchisee. Nothing in this Agreement authorizes Franchisee to make any contract, agreement,
warranty, or representation on Franchisor’s behalf, or to incur any debt or other obligation in Franchisor’s
name, and Franchisor shall in no event assume liability for, or be deemed liable hereunder as a result of,
any such action, nor shall Franchisor be liable by reason of any of Franchisee’s acts or omissions in the
operation of the Franchised Business or for any claim or judgment arising therefrom against Franchisee or
Franchisor. Neither this Agreement nor Franchisor’s course of conduct is intended, nor may anything in
this Agreement (nor Franchisor’s course of conduct) be construed to state or imply that Franchisor is the
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employer of Franchisee or the Franchisee’s employees and/or independent contractors. It is understood and
agreed by the parties hereto that this Agreement does not establish any fiduciary relationship between them.

13.2  Indemnification. Franchisee and Franchisee’s principals agree to indemnify, defend and
hold Franchisor, Franchisor’s affiliates and their respective shareholders, directors, officers, employees,
agents, successors and assignees (“Indemnitees”) harmless against, and to reimburse them for the actual
costs of all claims, obligations, liabilities, fines, losses, damages, costs and expenses (including attorneys’
fees, except to the extent such fees are determined by an arbitrator or court of competent jurisdiction to be
unreasonable, in which case the fees shall be adjusted to be reasonable by such arbitrator or court)
(“Claims”), including any and all taxes, directly or indirectly arising out of, in whole or in part: (i) the
operation of the Franchised Business, including the use, condition, or construction, equipping, maintenance
unauthorized use of the Proprietary Marks and other Proprietary Material; (iiv) the transfer of any interest
in this Agreement or the Franchised Business or assets in any manner not in accordance with this
Agreement; (#+v) the infringement, alleged infringement, or any other violation or alleged violation by
Franchisee or any of Franchisee’s principals of any patent, trademark or copyright, or other proprietary
right owned or controlled by third parties: (subject to Franchisors obligations in 4.1.8, if any); or (-vi)
libel, slander, or any other form of defamation of Franchisor, the System, or any franchisee or developer
operating under the System, by Franchisee or by any of Franchisee’s principals, except for Claims that are
determined by an arbitrator or court of competent jurisdiction to have been caused solely and directly by
the indemnified party’s gross negligence, willful misconduct, strict liability, or fraud. For purposes of this
indemnification, “Claims” shall mean and include all obligations, actual, consequential, punitive, and other
damages and costs reasonably incurred in the defense of any action, including attorneys’, attorney
assistants’ and expert witness fees, costs of investigation and proof of facts, court costs, other litigation
expenses, and travel and living expenses, whether or not such claims exceed the amount of insurance
coverage available through Franchisee to Franchisor. Franchisor shall have the right to defend any such
claim against it in such manner as Franchisor deems appropriate or desirable, in Franchisor’s sole discretion.
Such an undertaking by Franchisor shall, in no manner or form, diminish Franchisee’s, and each of
Franchisee’s prineipals; principals’, obligations to indemnify the Indemnities and to hold them harmless.
This indemnity shall continue in full force and effect subsequent to and notwithstanding the expiration or
termination of this Agreement.

14 SALE OR TRANSFER

14.1  Transfer. Franchisee’s rights under this Agreement are personal, and Franchisee shall not
sell, transfer, assign or encumber Franchisee’s interest in the Franchised Business without Franchisor’s
prior written consent. Any sale, transfer, assignment or encumbrance made without Franchisor’s prior
written consent shall be voidable at Franchisor’s option and shall subject this Agreement to termination as
specified herein. For purposes of this Agreement, “Transfer” as a verb means to sell, assign, give away,
transfer, pledge, mortgage or encumber, voluntarily, involuntarily, or by operation of law (such as through
divorce or bankruptcy proceedings), any interest in this Agreement, the Franchised Business, substantially
all the assets of the Franchised Business, or in the ownership of the Franchised Business (if Franchisee
isyou are an entity). “Transfer” as a noun means any sale, assignment, gift, transfer, pledge, mortgage or
encumbrance. -Franchisor will not unreasonably withhold, condition, or delay a request to transfer by
Franchisee. Franchisee acknowledges and agrees that the conditions set forth for transfer in this Section 14
are reasonable.

14.2  Death or Disability.

14.2.1 Representative's Right to Continue as Franchisee. In the event of Franchisee’s
death, disability or incapacitation (or the death, disability or incapacitation of Franchisee’s partners or
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personal guarantors), Franchisee’s legal representative, or Franchisee’s partrerspartner’s or
guarantersguarantor’s respective legal representative, as applicable, will have the right to continue the
operation of the Franchised Business as franchisee under this Agreement if: (i) within one hundred eighty
(180) days from the date of death, disability or incapacity (the “180-Day Period”), such person: (a) meets
Franchisor’s then-current standards to become a franchisee, as described in Section- 14.3.2.6; and (b) has
obtained Franchisor’s prior written approval and has executed Franchisor’s then-current franchise
agreement for the unexpired term of the franchise, or has furnished a personal guaranty of any partnership,
corporation or limited liability company guarantying franchisee's obligations to Franchisor and Franchisor’s
affiliates; and (ii) such person successfully completes Franchisor’s training program (which Franchisor will
provide at Franchisor’s then-current tuition rate). Such assignment by operation of law will not be deemed
in violation of this Agreement, provided such heirs or legatees accept the conditions imposed by the
Franchise Agreement and are acceptable to Franchisor. However, in the case of a transfer by demise or
inheritance, if the heirs or beneficiaries of any deceased person are unable to meet the conditions contained
in this Agreement, the personal representative of the deceased Franchisee will have a reasonable time, in
Franchisor’s sole discretion, which shall not exceed one hundred eighty (180) days from the date or transfer
by demise or inheritance, to dispose of the deceased's interest in the Franchised Business, and such
disposition will be subject to all the terms and conditions for transfer contained in this Agreement. If the
interest is not disposed of in the manner and time frame provided in the immediately preceding sentence,
then Franchisor may terminate this Agreement.

14.2.2 Franchised Business Operation During and After 180-Day Period. Franchisor is
under no obligation to operate the Franchised Business; or incur any obligation on behalf of any
incapacitated franchisee during or after the 180-Day Period. If necessary, Franchisee (or Franchisee’s legal
representative, as applicable) shall appoint a previously approved acting interim manager to operate the
Franchised Business during the 180-Day Period. In the event of Franchisee’s death, disability, absence or
otherwise, Franchisor may (but is not required to) operate Franchisee’s Franchised Business on
Franchisee’s behalf and at Franchisee’s expense for such period of time (and under such terms and
conditions) as Franchisor determines, including paying out the assets and/or revenues of the Franchised
Business to cover any or all past, current and/or future obligations of the Franchised Business (including
any amounts owed to Franchisor and/or any affiliate) in such priorities as Franchisor determines from time
-to—-time; in Franchisor’s sole and absolute discretion. Franchisor may pay itself its then-current fee to
reimburse Franchisor for Franchisor’s management services and other costs. Franchisor may obtain
approval of a court or arbitrator for any such arrangements, the attorneys’ fees and other costs incurred in
connection with obtaining such approval to be charged against the assets and/or revenues of the Franchised
Business. Franchisee (and/or Franchisee’s estate) will indemnify Franchisor against any costs and/or
liabilities incurred by it in connection with, or related in any way to, the operation (or otherwise) of the
Franchised Business.

14.3  Ownership Changes. A sale, transfer or assignment requiring Franchisor’s prior written
consent shall be deemed to occur: (i) if Franchisee is a corporation, upon any assignment, sale, pledge or
transfer of any fractional portion of Franchisee’s voting stock or any increase in the number of outstanding
shares of Franchisee’s voting stock which results in a change of ownership; (ii) if Franchisee is a
partnership, upon the assignment, sale, pledge or transfer of any fractional partnership ownership interest;
or (iii) if Franchisee is a limited liability company, upon the assignment, sale, pledge or transfer of any
interest in the limited liability company. Any new partner, shareholder, or member or manager will be
required to personally guarantee Franchisee’s obligations under this Agreement. A-transferpursuant-to

14.3.1 Right of First Refusal. If Franchisee proposes to transfer either this Agreement or
all, or substantially all, of the assets used in connection with the Franchised Business or any interest in
Franchisee’s lease to any third party (other than a corporation or limited liability company as set forth
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herein), Franchisee shall first offer to sell such interest to Franchisor on the same terms and conditions as
offered by such third party. Franchisee shall obtain from the third party and provide to Franchisor a
statement in writing, signed by the third party and Franchisee, of the terms of the offer (“‘Letter of Intent”).
If Franchisor elects not to accept the offer within a thirb{30)--day period, Franchisee shall have a period
not to exceed sixty—{66)120 days to complete the transfer described in the Letter of Intent, subject to the
conditions for approval set forth herein. Franchisee shall effectaffect no other sale or transfer as
contemplated under the Letter of Intent without first complying with this Section. Any materialsignificant
change in the terms of the offer shall be deemed a new proposal, subject to Franchisor’s right of first refusal.
So long as Franchisee has obtained Franchisor’s prior written consent, which shall not be unreasonably
withheld, a transfer to an existing partner, shareholder or member, or a transfer as a result of the death,
disability or incapacitation of a shareholder or partner in accordance with the provisions set forth below, is
not subject to Franchisor’s first right of refusal. In the event the consideration, terms and/or conditions
offered by a third party are such that Franchisor may not reasonably be required to furnish the same
consideration, terms and/or conditions, then Franchisor may purchase the interest proposed to be sold for
the reasonable equivalent in cash. If the parties cannot agree within thirty{30} days on the reasonable
equivalent in cash of the consideration, terms and/or conditions offered by the third party, an independent
appraiser shall be designated by Franchisor at Franchisor’s expense, and the appraiser’s determination shall
be binding.

14.3.2 Conditions for Approval. Franchisee shall notify Franchisor in writing of any
proposed transfer of this Agreement, any direct or indirect interest in Franchisee, or in all or substantially
all of the assets of the Franchised Business, at least thirty{30} days before such transfer is proposed to take
place. Franchisor may condition Franchisor’s approval of any proposed sale or transfer of the Franchised
Business or of Franchisee’s interest in this Agreement upon satisfaction of the following occurrences:

14.3.2.1  All of Franchisee’s accrued monetary obligations to Franchisor,
Franchisor’s affiliates, and Franchisor’s designated/approved suppliers and vendors must be satisfied,;

14.3.2.2  Franchisee must cure all existing defaults under this Agreement, or
any other agreement between Franchisee and Franchisor, Franchisor’s affiliates, and Franchisor’s
designated/approved suppliers and vendors within the period permitted for cure and have substantially
complied with such agreements during their respective terms;

14.3.2.3  Franchisee and Franchisee’s principals (if Franchisee is a partnership,
corporation or limited liability company), and the transferee (if it has had any previous relationship with
Franchisor or Franchisor’s affiliates), must execute a general release under seal, in a form satisfactory to
Franchisor, of any and all claims against Franchisor and Franchisor’s affiliates and officers, directors,
shareholders and employees, in their corporate and individual capacities; provided, however, the general
release shall not be inconsistent with any applicable state statute regulating franchising;

14.3.2.4  Transferor and transferee must execute a mutual general release
relieving all claims against each other, excluding only such claims relating to any provision or covenant of
this Agreement which imposes obligations beyond the expiration of this Agreement provided, however, the
general release shall not be inconsistent with any applicable state statute regulating franchising;

14.3.2.5  Franchisee or transferee must provide Franchisor a copy of the
executed purchase agreement relating to the proposed transfer with all supporting documents and schedules,
including transferee's assumption of andan agreement to faithfully perform all of Franchisee’s obligations
under this Agreement;
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14.3.2.6  Transferee must demonstrate to Franchisor’s satisfaction that he or
she: (i)- meets Franchisor’s educational, managerial and business standards; (ii) possesses a good moral
character, business reputation and credit rating; (iii)- has the aptitude and ability to conduct the business to
be transferred; and (iv)- has adequate financial resources and capital to meet the performance obligations
under this Agreement; however, transferee shall not be in the same business as Franchisor either as licensor,
franchisor, independent operator or licensee of any other business or chain which is similar in nature or in
competition with Franchisor, except that the transferee may be an existing franchisee of Franchiserours;

14.3.2.7 At Franchisor’s option, transferee (and, if the transferee is other than
an individual, such owners of a beneficial interest in the transferee as Franchisor may request) either: (i)
enter enters into a written assignment, in a form satisfactory to Franchisor, assuming and agreeing to
discharge all of Franchisee’s obligations under this Agreement; or (ii) execute Franchisor’s then-current
franchise agreement, and will receive a full then-current initial term for a franchisee, which term will
commence on the date the transferee executes the then-current Franchise Agreement;

14.3.2.8  Franchisee must pay Franchisor a transfer fee (in lieu of an Initial
Franchise Fee for a new franchisee) equal to ten-theusand-detars{$$10,000} per Designated Territory that
is being transferred to transferee. A non-refundable deposit of three-thousand-delars{$$3,000) of the
Transfer Fee is due with Franchisee’s written notice of proposed transfer and the balance of seven-thousand
dollars{$$7,000) is due upon Franchisor’s approval at closing. In the event Franchisee transfers multiple
Designated Territories at once, Franchisor reserves the right, but not the obligation, in Franchisor’s sole
discretion, to reduce the transfer fee for any of the Designated Territories being transferred; by any amount;

14.3.29  Transferee shall satisfactorily complete Franchisor’s training program
at the transferee's expense within the time frame Franchisor sets forth;

14.3.2.10 Franchisee;—_(and Franchisee’s principals if Franchisee is a
partnership, corporation or limited liability company;) and the members of their respective families must
comply with the post-termination provisions of this Agreement;

14.3.2.11 Transferee must obtain, within the time limits set by Franchisor, and
maintain thereafter, all permits and licenses required for the operation of the Franchised Business;

14.3.2.12 To the extent required by the terms of any leases or other agreements,
the lessors or other parties must consent to the proposed transfer;

14.3.2.13 The transfer must be made in compliance with any laws that apply to
the transfer, including state and federal laws governing the offer and sale of franchises;

14.3.2.14  Franchisee must ensure that all projects in progress at the time of the
transfer will be continued without interruption, and the—transferee must promptly notify all current
customers of the change in ownership;

14.3.2.15 The purchase price and terms of the proposed transfer must not be so
burdensome to the prospective transferee as to impair or materiaty-threaten its future operation of the
Franchised Business and performance under its franchise agreement;

14.3.2.16 Franchisee must request that Franchisor provide the prospective
transferee with Franchisor’s current form of FranehiseeFranchise Disclosure Document and Franchisor
shatwill not be liable for any representations not included in the FranchiseeFranchise Disclosure Document
by Franchisee or any of its agents;
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14.3.2.17 Franchisor’s approval of the transfer will not constitute a waiver of
any claims Franchisor may have against the transferring party; and

14.3.2.18 Franchisor will have the right to disclose to any prospective transferee
such revenue reports and other financial information concerning Franchisee and Franchisee’s Franchised
Business as Franchisee has supplied Franchisor hereunder-; and

14.3.2.19 Franchisor may condition the approval of a transfer on resizing the
territory(ies) into a territory or multiple territories consistent with the then current size of territory being
sold, which may result in more territories with separate franchise agreements and the requirement for a
multi-unit addendum.

14.4  Transfer to a Corporation or Limited Liability Company. If Franchisee is an individual
and desires to assign its rights under this Agreement to a corporation or limited liability company, and if all
of the following conditions are met, Franchisor will consent to the transfer without assessing the transfer
fees set forth above, and such assignment will not be subject to Franchisor’s right of first refusal in
Section 14.3.1:

14.4.1 The corporation or limited liability company is newly organized and its activities
are confined to operating the Franchised Business;

14.4.2 Franchisee is, and at all times remains, the owner of at least fifty-one percent (51%)
of the outstanding shares of the corporation or a controlling interest in the limited liability company;

14.4.3 The corporation or limited liability company agrees in writing to assume all of
Franchisee’s obligations hereunder;

14.4.4 All stockholders of the corporation, or members and managers of the limited
liability company, as applicable, must execute Franchisor’s prescribed form of personal guaranty;

14.4.5 At Franchisor’s request, Franchisee will furnish true and correct copies of all
documents and contracts governing the rights, obligations and powers of Franchisee’s owners and agents
(such as articles of incorporation or organization and partnership, operating or shareholder agreements and
similar documentsy);

14.4.6 Franchisee and Franchisee’s principals (if Franchisee is a partnership, corporation
or limited liability company), and transferee (if it has had any previous relationship with Franchisor or
Franchisor’s affiliates), must execute a general release under seal, in a form satisfactory to Franchisor, of
any and all claims against Franchisor and Franchisor’s affiliates and officers, directors, shareholders and
employees, in their corporate and individual capacities; provided, however, the general release shall not be
inconsistent with any applicable state statute regulating franchising-; and

14.4.7 Non-Traditional Ownership Structures. Franchisor may, but is not obligated to,
approve a Transfer to or allow ownership by an ESOP, trust or private equity firm (“Non-traditional
Ownership”) and any request to Transfer to an ESOP, trust or private equity firm may be denied in
Eranehisor’sour sole discretion. However, if Franchisor does approve a Transfer by an ESOP, trust or
private equity firm, Franehiserwe may impose additional requirements that include, but are not limited to,
the following: (a) the ownership and related requirements set forth in Section- 14.4.7.1; (b) additional
financial covenants; (c) additional insurance requirements; (d) an enhanced right to purchase the Franchised
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Business, and (e) such other conditions that Franchisor deems appropriate in Franchisor’s Business
Judgment.

14.4.7.1 Operational Control-Non-Traditional Entities. ESOP or other trust
ownership of the Franchised Business is permitted only with Eranehiser>sour prior written permission,
which may be granted or withheld in Eranehisor’sour sole discretion. At all times, the guarantors directly
will: (i) control all aspects of Franchisee and the operation of the Franchised Business; and (ii) serve as
trustee of the trust and retain sole control over the voting of the trust’s equity interest in the Franchisee. The
Trustee must at all times be an individual and must meet the then-current requirements of franchise
ownership. Any change in trustee is deemed a Transfer and is subject to approval as set forth in this
Agreement. Any change in beneficiaries is deemed a Transfer. Any such Transfer is subject to approval
conditions and other rights Franchisor has as set forth in this Agreement. Franchisee-acknowledgesYou
acknowledge and agreesagree that: (i) if the guarantors do not maintain operational control respecting each
of: (a) the Franchised Business; (b) the Franchisee; and (c) the trust, such an event will constitute a Transfer
as described in Article 14 of this Agreement and Franchisee must comply with all applicable provisions of
such Article; and (ii) if the guarantors desire to turn over operational control respecting the Franchisee, the
trust, or the Franchised Business to one or more trust beneficiaries, such beneficiaries must satisfy all
conditions to consent as described in Article 20 of this Agreement. The trust must be and remain a revocable
trust. If by operation of law or otherwise the trust converts to an irrevocable trust, the trust must divest
ownership of the Franchised Business to an approved person or entity pursuant to the terms of Article 14
of this Agreement. The trust must contain a provision equivalent to and granting the trustee the following
powers with regard to trust assets: “The trustee may exercise all rights of an absolute owner with respect to
stocks, other securities, and closely held business interests. The trustee is hereby authorized to sell, convey,
pledge, mortgage, lease or transfer title to any interest in the trust property for a period within or extending
beyond the duration of the trust.”

14.5  Franchisor’s Right to Transfer. Franchisor has the right to sell, transfer, assign, and/or
encumber all or any part of Franchisor’s assets and Franchisor’s interest in, and rights and obligations under,
this Agreement, in Franchisor’s sole discretion without consent from or prior notice to Franchisee.

15 BREACH AND TERMINATION

15.1  Automatic Termination. This Agreement shall automatically terminate without notice or
an opportunity to cure upon the occurrence of any of the following:

15.1.1 Voluntary Bankruptcy. If Franchisee makes an assignment for the benefit of
creditors, files a voluntary petition in bankruptcy, is adjudicated bankrupt or insolvent, files or acquiesces
in the filing of a petition seeking reorganization or arrangement under any federal or state bankruptcy or
insolvency law, or consents to or acquiesces in the appointment of a trustee or receiver for Franchisee or
the Franchised Business.

15.1.2 Involuntary Bankruptcy. If proceedings are commenced to have Franchisee
adjudicated bankrupt or to seek Franchisee’s reorganization under any state or federal bankruptcy or
insolvency law, and such proceedings are not dismissed within sixty{60} days, or a trustee or receiver is
appointed for Franchisee or the Franchised Business without Franchisee’s consent, and the appointment is
not vacated within sixty{60} days.

15.1.3 Loss of Premises. If Franchisee loses the right to occupy the Franchised Business
premises or operate the Franchised Business from the Approved Location- and such location is not replaced
with an approved location within 180 days after loss of the right to occupy the original site.
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15.2  With Notice and Without Opportunity to Cure. Franchisor has the right to terminate
this Agreement upon notice without providing Franchisee an opportunity to cure for any of the following
breaches or defaults:

15.2.1  Criminal Acts. If Franchisee or Franchisee’s principals are convicted of
or plead guilty or no contest to a felony (whether or not related to the Franchised Business) or other offense
related to the operation of the Franchised Business or that Franchisor believes, in its sole discretion, is likely
to have an adverse effect on the Proprietary Marks or the goodwill associated therewith.

15.2.2  Fraud: If Franchisee or Franchisee’s principals commit any fraud or

misrepresentation in the operation of the Franchised Business—including—but—not—timited—to—any

15.2.3  Other Actions. If Franchisee or Franchisee’s principals, including any
shareholder, member, guarantor or agent, engages in activity or conduct whichthat materially impairs
thatthe goodwill associated with the System or the Proprietary Marks and fails to cease and correct such
activities or conduct within twenty-four(24) hours of Franchisee’s receipt of written notice of a breach
under this Section._Franchisee will have only one opportunity to cure under this section. Any subsequent
violation after the first violation is subject to immediate termination without an opportunity to cure.

15.2.4  Misrepresentation. If Franchisee or Franchisee’s principals make any
misrepresentation or omission in connection with Franchisee’s franchise application, including but not
limited to, any financial misrepresentation.

15.2.5 Failure to Complete Training. If Franchisee (and/or Franchisee’s
Designated Manager, if applicable) fails to complete the Initial Training Program as provided in Section 8.

15.2.6  Repeated Breaches. If Franchisor sends Franchisee two—(2) or more
written notices te-eureof default pursuant to Sections- 15.3 or 15.4 hereof in any fwehve-{12)--month period,
regardless of whether the defaults set forth in the notices were subsequently cured.

15.2.7  Breach of Other Agreements. If Franchisee or Franchisee’s principals
materially breach any other agreement with Franchisor or any of Franchisor’s affiliates, or threaten any
material breach of any such agreement, or any lease for the Approved Location, and fails to cure such
breach within any permitted period for cure._ This provision does not apply to the breach of agreements
related to Franchise Agreements with Franchisor’s affiliated Franchisors of a different brand than the
franchise to be operated under this Franchise Agreement.

15.2.8  Misuse of the Proprietary Marks or Confidential Information. If
Franchisee or Franchisee’s principals violate any provision hereof pertaining to Proprietary Marks or
Confidential Information or misuse the Proprietary Marks or Confidential Information.

15.2.9  Disclosure of Confidential Information or Trade Secrets. If Franchisee
or Franchisee’s principals disclose or divulge the contents of the Operations Manual or any other
Confidential Information or Trade Secret provided to Franchisee by Franchisor or any of its affiliates to
any third party.

15.2.10 Violation of Law. If Franchisee violates any law, ordinance or regulation
or operates the Franchised Business in a manner that presents a health or safety hazard to customers, or the
general public that is not cured within 15 days. A cure requires that Franchisee put in place an action plan
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to prevent the occurrence of any similar violation in the future. The cure period does not apply to any
repeated occurrence of the same or similar breach in the future.

15.2.11 Violation of In-term Restrictive Covenant. If Franchisee violates the in-
term restrictive covenant contained in Section 17.1, or any of the other restrictive covenants set forth in this
Agreement.

15.2.12 Liens. If a levy of writ of attachment or execution or any other lien is
placed against Franchisee or any of Franchisee’s principals or any of their assets which is not released or
bonded against within thirty-(30} days.

15.2.13 Insolvency. HExcept for adjudicated insolvency which is subject to
automatic termination pursuant to 15.1.1, if Franchisee or any of Franchisee’s principals become insolvent
or admits insolvency other than by adjudication.

15.2.14 Abandonment. If Franchisee voluntarily or otherwise abandons the
Franchised Business. The term “abandon” includes any objective conduct which indicates a desire or intent

to discontinue the Franchised Business ir-aceordance-with-the-terms-of-this-Agreement-forseven{for 7}

days or more without Franchisor’s prior written consent.

15.2.15 Unauthorized Transfer. If Franchisee purports to sell, transfer or
otherwise dispose of any interest in the Franchised Business ia-vielation-of Section-14-hereof(including the
sale of assets of the Franchised Business) in violation of Section 14 hereof and does not void such transfer,
or otherwise come into compliance with its transfer obligations set forth in Section 14 related to such
transfer within 30 calendar days of notice from Franchisor.

15.2.16 Unauthorized Products or Services. If Franchisee offers any
unauthorized and unapproved products or services at or from the Franchised Business: and fails to
immediately cease offering the unauthorized Products or Services, unless and until such Products or
Services are approved through the alternative product or supplier approval process.

15.2.17 Unapproved Purchases. If Franchisee orders or purchases supplies,
signs, furnishings, fixtures, equipment or inventory from an unapproved supplier or which Franchisor has
not approved and fails to immediately cease the unapproved purchases, unless and until such purchases are
approved through the alternative product or supplier approval process.

15.2.18 Proprietary Software. If Franchisee misuses or makes unauthorized use
of any Proprietary Software Franchisor may develop for use in connection with the System and does not
immediately cease use of such unauthorized use of such software.

15.2.19 Insurance. If,_within 48 hours of notice from Franchisor, Franchisee
fails to maintain insurance or to repay Franchisor for insurance paid for by it, or otherwise fails to adhere
to the requirements of Section 9.

15.2.20 Government Regulations. If Franchisee fails, within fifteen—15)
calendar days after notification of non-compliance by federal, state or local government authorities to
comply with any law or regulation applicable to the Franchised Business.

15.2.21 Government Actions. If any government action is taken against
Franchisee that results in any obligation upon Franchisor which, in Franchisor’s sole judgment, is
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uneconomical, not in the best interests of Franchisor, or would result in Franchisor having an unintended
relationship or obligation.

15.2.22 Anti-Terrorist Activities. If Franchisee fails to comply with the
provisions of Section 22.8.

15.2.23 Personal Use of Franchised Business Property. If Franchisee takes for
Franchisee’s own personal use any assets or property of the Franchised Business, including employee taxes,
FICA, insurance or benefits. Notwithstanding the foregoing, the incidental and innocuous use of Franchised
Business assets is not considered a default except to the extent such use causes or results in a claim or
liability for Franchisee or Franchisor, or in Franchisor’s sole determination may damage to the good will

of the system.

15.2.24 Insufficient Funds. If there are insufficient funds in Franchisee’s bank
account to cover a check or EFT payment to Franchisor tae—{2} or more times within any twehwe{12)--
month period.

15.2.25 Failure to Open. If Franchisee fails to commence operations of the
Franchised Business within the time prescribed in Section 7.3 of this Agreement.

15.2.26 Operating Outside of Designated Territory. If Franchisee operates the
Franchised Business outside of the Designated Territory without Franchisor’s prior written consent, as
provided in Section 1.2 of this Agreement.

15.2.27 Violation of Best Efforts. If Franchisee or Franchisee’s principals violate
any of the provisions in Section 7.10 of this Agreement.

15.2.28 Loss of Immigration Status Necessary to live and work in the United States. If
Franchisee or its owners fail to maintain an immigration status that allows Franchisee and/or such owners
to live and work in the United States

15.3  Upon 15 Days’ Notice to Cure. Franchisor has the right to terminate this Agreement if
any of the following defaults remain uncured after Franchisor provides Franchisee with notice of such
default(s) and fifteen{15} days to cure:

15.3.1 Nonpayment. If Franchisee fails to pay Franchisor as and when due any sums
owed to Franchisor, any of Franchisor’s affiliates, or any of Franchisor’s System Suppliers, Approved
Suppliers or vendors.

15.3.2 Endorsement of Checks. If Franchisee fails to immediately endorse and deliver to
Franchisor any payments due to Franchisor from any third party that is erroneously made to Franchisee.

15.3.3 Failure to Maintain Sufficient Marketing Materials and Supplies. If Franchisee
fails to maintain sufficient inventory of marketing materials and other supplies necessary to adequately
develop the Designated Territory and meet consumer demand.

15.3.4 Interruption of Service. If Franchisee fails to maintain the prescribed months,
days, or hours of operation at the Franchised Business- (this provision does not modify the right to
termination for abandonment set forth in 15.2.14 without an opportunity to cure).
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15.3.5 Failure to Personally Supervise Franchised Business Operations or Employ
Adequate Personnel. If Franchisee or the Designated Manager fails, in Franchisor’s sole discretion, to
personally supervise day-to-day operation of the Franchised Business or fails to employ a sufficient number
of qualified, competent personnel as—Franchiser—reguires—from-time-to-time.to operate the business in

compliance with brand standards.

15.3.6 Quality Control. If Franchisee fails to maintain the strict quality controls
reasonably required by this Agreement and/or the Operations Manual.

15.3.7 Licenses and Permits. If Franchisee fails to procure or maintain any licenses,
certifications, or permits necessary for the operation of the Franchised Business._The cure period for a
breach of 15.3.7 will be extended for the amount of time necessary to obtain a required license so long as
franchisee is diligently pursuing licensure and is using the license of another person to legally operate the
business until Franchisee obtains licensure.

154  Upon 30 Days’ Notice to Cure. Franchisor has the right to terminate this Agreement if
Franchisee fails to perform or comply with any other term or condition of this Agreement or any ancillary
agreements between Franchisee and Franchisor or Franchisor’s affiliates, and Franchisee fails to cure such
default(s) within thirty(30)-days-after-being-provided-with-netice-thereof30 days after being provided with
notice thereof. The cure period will be extended for a period of up to 30 days if: a) the breach cannot
reasonably be cured within the original cure period, or b) Franchisee is diligently pursuing a cure of the
breach but is unable to complete the cure due to circumstances outside of Franchisee’s control.

156155 Nonwaiver. Franchisor’s delay in exercising or failing to exercise any right or
remedy under this Agreement or Franchisor’s acceptance of any late or partial payment due hereunder shall
not constitute a waiver of any of Franchisor’s rights or remedies against Franchisee.

16 RIGHTS AND DUTIES UPON TERMINATION OR EXPIRATION

16.1  Franchisee’s Obligations. Upon termination of this Agreement, or the expiration or
termination of any Holdover Period, regardless of the cause, and upon expiration and nonrenewal or transfer
of this Agreement, Franchisee must, at Franchisee’s cost and expense:

16.1.1  Immediately cease all operations under this Agreement;

© 20232024 Al Kitchen & Bath Franchising, LLC B-47
20232024 FDD -VIF-(MN)



16.1.2  Immediately pay Franchisor all unpaid fees and pay Franchisor, Franchisor’s
affiliates, Franchisor’s major suppliers and vendors, all other monies owed;

16.1.3  Discontinue Immediately discontinue the use of the Proprietary Marks;

16.1.4  Immediately cease using the Business Management and Technology System and
the Operations Manual, and return all Proprietary Materials and Confidential Information, including,
without limitation, all customer lists and data, within ter—{10} calendar days, and immediately and
permanently cease use of such information and materials;

16.1.5 Immediately cease using all telephone and facsimile numbers and listings, as
well as any permitted domain names and/or social media pages used in connection with the operation of
the Franchised Business (collectively, the “Assigned Property™), and direct the telephone company and/or
domaln name reglstrar to transfer all such A551gned Property to Franchlsor or Franchrsor S demgnee

%embH—B—te—tkHs—Agreemen{ and transfer aII usernames and passwords for all social medla pages to
Franchisor;

16.1.6  Immediately vacate the Franchised Business premises, and if Franchisor
exercised Franchisor’s rights pursuant to Franchisor’s prescribed form of Collateral Assignment of Lease,
arrange for transfer of the lease to Franchisor within fifteen{15) calendar days of termination or expiration
of this Agreement;

16.1.7  Immediately surrender all stationery, printed matter, signs, advertising materials,
supplies and other items containing the Proprietary Marks, as Franchisor directs, and all items which are a
part of the trade dress of the System no later than ter-{10) calendar days after the termination or expiration
of this Agreement;

16.1.8  Immediately cease holding itself out as Franchisor’s Franchisee;

16.1.9 Immediately cease to communicate with all customers of the Franchised
Business;

16.1.10 Take such action as shall be necessary to amend or cancel any assumed name,
business name or equivalent registration; which contains any trade name or other Proprietary Mark
Franchisor licensed to Franchisee, and furnish Franchisor evidence satisfactory to Franchisor of compliance
with this obligation within fifteen{15) calendar days after the termination, expiration or transfer of this
Agreement;

16.1.11 Permit Franchisor to make a final inspection of Franchisee’s financial records,
books, and other accounting records within ere{1)-menth2 years of the effective date of termination,
expiration, or transfer;

16.1.12 Comply with the post-termination covenants set forth in Section 17 hereof, all
of which shall survive the transfer, termination or expiration of this Agreement;

16.1.13 Cease to use in advertising or in any other manner, any methods, procedures or
techniques associated with Franchisor or the System;

© 20232024 Al Kitchen & Bath Franchising, LLC B-48
20232024 FDD +-vIF(MN)



16.1.14 Immediately remove Franchisor’s Proprietary Marks from vehicles used in
connection with the Franchised Business, and otherwise de-identify the vehicles from being associated with
Franchisor or the System;

16.1.15 Execute from time to time any necessary papers, documents, and assurances to
effectuate the intent of this Section 16;

16.1.16 As applicable, provide Franchisor with access and any account information
regarding any social media accounts used in connection with the Franchised Business; and

16.1.17 Reimburse Franchisor in connection with any costs Franchisor incurs in
connection with enforcing Franchisee’s obligations under this Section- 16.

16.2  Option to Purchase Personal Property. Upon the termination or expiration of this
Agreement, or the expiration or termination of any Holdover Period, Franchisor, or Franchisor’s designee
shall have the option, but not the obligation, to purchase any personal property used in connection with
operation of the Franchised Business by providing Franchisee written notice of Franchisor’s election within
sixby{60) calendar days after such termination or expiration and paying Franchisee the beekfair market
value for such personal property within sixty—<60) calendar days of such notice. Fer—purpeses—ef-this
paragraph—beekThe fair market value>means-the-ameunt will be determined by an independent appraiser
or broker selected by Franchisee actually-paidferand Franchisor and subject to the limitations provided
herein. The independent appraiser/broker must have 7 years substantive experience valuing the persenal

property-—less—depreciation—{catculated-by—usingsame or similar assets. If the straight-line—depreciation
methedparties cannot agree on a-ten{(10)-year-depreciation-schedule-irrespeetive-efan appraiser/broker
each party will choose one and the depreciation-methed-er-seheduletwo chosen appraisers/brokers will
choose a third person and the fair market value will be the average of all three valuations. All sales, transfer
and/or similar taxes are to be paid by Franchisee-uses—for-aceounting—purposes).. Notwithstanding the
foregoing, to the extent that Franchisor exercises Franchisor’s right to purchase any personal property that
is subject to a lease or finance agreement, the purchase price of such personal property shall equal the
amount of Franchisee’s remaining obligations under the lease or finance agreement, as applicable, or the
fair market value less the remalnlnq obllqatlons on the flnance aqreement as appllcable which Franchisor
would assume
property)-or pay off. Franchlsor shaII be entltled to offset the purchase prlce by the amount of money owed
by Franchisee to Franchisor for any payments necessary to acquire clear title to property or for any other
debt. If Franchisor exercises Franchisor’s option to purchase, pending the closing of such purchase,
Franchisor has the right to appoint a manager to maintain operation of the Franchised Business, or
Franchisor may require that Franchisee close the Franchised Business during such period without removing
any assets. Franchisee is required to maintain in force all insurance policies required under this Agreement
until the date of such closing. Franchisor has the unrestricted right to assign this option to purchase the
Franchised Business. Franchisor will be entitled to all customary warranties and representations in
connection with Franchisor’s purchase of Franchisee’s property, including, without limitation,
representations and warranties as to ownership and condition of and title to the property; liens and
encumbrances on the property; validity of contracts and agreements; and liabilities affecting the property,
contingent or otherwise.

16.3  Exclusions. Franchisor may exclude from the personal property purchased under
Section 16.2, cash or its equivalent and any equipment, signs, inventory, materials and supplies that are not
reasonably necessary (in function or quality) to the Franchised Business’s operation or that Franchisor has
not approved as meeting standards for the Franchised Business.
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16.4  Damages, Costs and Expenses. In the event of termination for any default by Franchisee,
Franchisee shall promptly pay to Franchisor all damages, costs and expenses, including reasonable
attorneys' fees, incurred by Franchisor as a result of the default, which obligation shall give rise to and
remain, until paid in full, a lien in favor of Franchisor against any and all of Franchisee’s personal property,
furnishings, equipment, signs, fixtures and inventory related to the operation of the Franchised Business.

17 COVENANTS

Franchisee acknowledges that as a participant in Franchisor’s System, Franchisee will receive
proprietary and Confidential Information and materials, Trade Secrets, and the unique methods, procedures
and techniques which Franchisor has developed. Therefore, to protect Franchisor, the Franchisor’s System,
and Franchisor’s other franchisees, Franchisee agrees as follows:

17.1  During the Term of this Agreement. During the term of this Agreement, and during any
Holdover Period, neither Franchisee, Franchisee’s owners, officers, directors, principals, nor any member
of the immediate family of Franchisee or Franchisee’s owners, officers, directors, or principals will, directly
or indirectly, for themselves or through, on behalf of, or in conjunction with any other person, partnership,
or corporation:

17.1.1 Own, maintain, engage in, be employed as an officer, director, or principal of, lend
money to, extend credit to, or have any interest in any other business that, directly or indirectly, by itself or
through licensees or franchisees, offers the Approved Products and/or Approved Services or any other
products and/or services authorized or offered for sale by System franchisees (a “Competitive Business™)

within the Designated Territory or the Designated Territory of any other System franchisee, provided that
this Section-_17.1.1 does not apply to: (i) such person’s ownership of a Franchised Business under a
Franchise Agreement with Franchisor; or (ii) such person’s ownership of a less than five percent (5%) legal
or beneficial interest in any publicly- traded company providing such services; or

1#4317.1.2  Solicit any current, former or prospective customer solicited by
Franchisee’s Franchised Business or any other customer of whom Franchisee has become aware as a result
of access to Franchisor’s System, or other franchisees for any competitive purpose.

17.2  After the Term of this Agreement. For a period of twe-{2) years after the expiration,
transfer or termination of this Agreement, or after the expiration or termination of any Holdover Period,
regardless of the cause, neither Franchisee, Franchisee’s owners, officers, directors, principals, nor any
member of the immediate family of Franchisee or Franchisee’s owners, principals, officers or directors will,
directly or indirectly, for themselves or through, on behalf of, or in conjunction with any other person,
partnership or corporation:

17.2.1 Own, maintain, engage in, be employed as an officer, director, principal of, lend
money to, extend credit to, or have any interest in any Competitive Business: (a) within the Designated
Territory; (b) within a twenty-five{25)--mile radius of the Designated Territory of any other Franchised
Business; or (c) within a twenty-five{25)--mile radius of any System business operated by Franchisor or
its affitateaffiliates, provided that this Section- 17.2.1 does not apply to: (i) such person’s ownership of a
Franchised Business under a Franchise Agreement with Franchisor; or (ii) such person’s ownership of a
less than five percent (5%) legal or beneficial interest in any publicly- traded company providing services
the same as or similar to a Competitive Business; or
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172317.2.2  Solicit any current, former or prospective customer solicited by
Franchisee’s Franchised Business or any other customer of whom Franchisee has become aware as a result
of access to Franchisor’s System, or other franchisees for any competitive purpose.

17.3  Intent and Enforcement. It is the parties’ intent that the provisions of this Section 17 be
judicially enforced to the fullest extent permissible under applicable law. Accordingly, the parties agree
that any reduction in scope or modification of any part of the noncompetition provisions contained herein
shall not render any other part unenforceable. In the event of the actual or threatened breach of this
Section 17 by Franchisee, any of Franchisee’s principals, or any member of the immediate family of
Franchisee or Franchisee’s principals, Franchisor shall be entitled to an injunction restraining such person
from any such actual or threatened breach. Franchisee acknowledges that the covenants contained herein
are necessary to protect the goodwill efassociated with the Franchised Business, other System franchisees,
and the System. Franchisee further acknowledges that covenants contained in this Section- 17 are necessary
to protect Franchisor’s Confidential Information, procedures and know-how transmittedmade available to
Franchisee during the term of this Agreement. Franchisee agrees that in the event of the actual or threatened
breach of this Section- 17, Franchisor’s harm will be irreparable and that Franchisor has no adequate remedy
at law to prevent such harm. Franchisee acknowledges and agrees on Franchisee’s own behalf, and on
behalf of the persons who are liable under this Section- 17, that each has previously worked or been
gainfully employed in other careers and that the provisions of this Section- 17 in no way prevent any such
person from earning a living. Franchisee further acknowledges and agrees that the time limitations of this
Section-_17 shall be tolled during any default under this Section.

17.4  Employees. Franchisee shall ensure that Franchisee’s principals, managers, employees,
and anyone else who will have access to Franchisor’s Confidential Information, execute a Confidentiality
and Restrictive Covenant Agreement; in the form attached to the Franchisor Disclosure Document as
Exhibit S-te—this-AgreementD, or as Franchisor, in Franchisor’s sole discretion, otherwise prescribes.
Franchisee must furnish Franchisor a copy of each executed agreement.

175 No Defense. Franchisee hereby agrees that the existence of any claim Franchisee may
have against Franchisor, whether or not arising from this Agreement, shall not constitute a defense to
Franchisor’s enforcement of the covenants contained in this Section- 17. Franchisee agrees to pay all costs
and expenses (including reasonable attorneys’ fees) that Franchisor incurs in connection with the
enforcement of this Section- 17.

18 DISPUTE RESOLUTION

18.1  Choice of Law. This Agreement shall be governed by and construed in accordance with
the laws of the State of North- Carolina, without reference to its conflict of laws prineipals-principles.

18.2 Internal Dispute Resolution. Franchisee and Franchisor believe that it is important to
resolve any disputes amicably, quickly, cost-effectively, and professionally and to return to business as
soon as possible. Franchisee and Franchisor have agreed that the provisions of this Section- 18 support these
mutual objectives and, therefore, agree as follows: Anyany disagreement, litigation, claim, dispute, suit,
action, controversy or proceeding of any type whatsoever, including any claim for equitable relief and/or
where Franchisee is acting as a “private attorney general,” suing pursuant to a statutory claim or otherwise,
between or involving Franchisee and Franchisor on whatever theory and/or facts based, and whether or not
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arising out of this Agreement (including any dispute or disagreement relating to arbitration, including the
arbitrability of this Agreement or any of its provisions), or offer, sale or negotiation of a The Designery
Franchise, or the relationship of the parties arising from the Franchise or from entering into this Agreement,
or any claim that this Agreement or any part of this Agreement is invalid, illegal or otherwise voidable,
void or unenforceable (“Dispute) will be processed in the following manner, Franchisee and Franchisor
each expressly waiving all rights to any court proceeding, except as expressly provided below in
Section 18.3.1. Franchisee must first bring any claim or dispute between Franchisee and Franchisor to
Franchisor’s management after providing notice as set forth in Section- 18.6 below. Franchisee must
exhaust this internal dispute resolution procedure before Franchisee may bring Franchisee’s dispute before
a third party. This agreement to first attempt resolution of disputes internally shall survive termination or
expiration of this Agreement. Franchisee and Franchisor agree that the franchise relationship is unique and
that as a result; it is important that anyone who serves as a mediator or arbitrator in a Dispute must have a
minimum of seven-{7} years’ substantive experience in franchise law.

18.3  Mediation/Arbitration. If Franchisee and Franchisor are unable to resolve a Dispute
using the internal dispute resolution procedure—then-Disputes—which-are-net-firstresolved-through-the
internal-disputeresolutionprocedure set forth in Section- 18.2 above the Dispute must be submitted first to
non-binding mediation in Mecklenburg County, North-_Carolina under the auspices of the American
Arbitration Assoc1at10n (“AAA™Y™) in accordance Wlth AAASAAA’S Commer0|al Medlatlon Rules then
in effect.
h&p&#wwwadeergiRuwlesrThe medlatlon WI|| be conducted by one medlator Wlth at Ieast sevenﬁ} years
of substantive experience in franchise law who will be appointed under the AAA’s Commercial Mediation
Rules and who will conduct the mediation in accordance with such rules. Mediation must be conducted on
an individual, not a class-wide, basis; only Franchisor (and/or its affiliates and its and their respective
owners, officers, directors, agents and employees) and Franchisee (and/or its owners, guarantors, affiliates,
officers, directors, agents and employees, if applicable) may be the parties to any mediation proceeding
described in this Section, and no such mediation proceeding may be consolidated with any other mediation
proceeding between Franchisor and any other person, corporation, limited liability company or partnership.
Franchisor and Franchisee agree that statements made by Franchisor, Franchisee or any other party in any
such mediation proceeding will not be admissible in any arbitration or other legal proceeding. If the
mediation proceedings have been terminated either: (i) as the result of a written declaration of the
mediator(s) that further mediation efforts are not worthwhile; or (ii) as-a+resut-ofa-if the mediation does
not resolve the dispute by written declaration-by-Franchiseragreement within 14 days after the mediation,
then, subject to the exclusions set forth in Section- 18.3.1, all Disputes must be submitted to binding
arbitration before one arbitrator of the AAA in accordance with is-commereial-arbitrationrules: the AAA
Commercial Arbitration Rules. The arbitration will be conducted by one arbitrator with at least seven7)
years of substantive experience in franchise law who will be appointed under the AAA’s Commercial
Arbitration Rules and who will conduct the arbitration in accordance with such rules. Except as provided
in Section- 18.3.1, no party may file litigation rvebvingregarding any Dispute unless it has complied with
the mediation and arbitration provisions in this Article regarding that Dispute. ““Filing litigation“” includes
asserting a counterclaim, third-party claim, or other claim relating to a Dispute (irrespective of whether the
party asserting the claim filed the legal action in which the claim is asserted). Franchisor’s rights to
mediation and arbitration, as set forth herein, may be specifically enforced by Franchisor. Each party shall
bear its own cost of mediation and arbitration, and Franchisor and Franchisee shall share mediation and
arbitration costs equally except as provided in Section- 22.8. This agreement to mediate and arbitrate shall
survive any termination or expiration of this Agreement.

18.3.1 The parties shall not be required to first attempt to mediate or arbitrate a
controversy, dispute or claim through mediation as set forth in this Section- 18.3 if such controversy, dispute
or claim concerns an allegation that a party has violated (or threatens to violate, or poses an imminent risk
of violating):
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18.3.1.1  Any federally protected intellectual property rights in the Proprietary
Marks, the System, or in any Confidential Information;

18.3.1.2  Any claims pertaining to or arising out of any warranty issue;
18.3.1.3  Any of the restrictive covenants contained in this Agreement;

18.3.1.4  Any of Franchisee’s payment obligations that are more than forty--
five (45) days past due;

18.3.1.5  Any claims arising out of or related to fraud or misrepresentation by
Franchisee, or Franchisee’s insolvency;

18.3.1.6  Any claims relating to Franchisee’s obligations erupon termination or
expiration of this Agreement;

18.3.1.7  Any claims relating to any Transfer of an interest in Franchisee, the
Franchised Business or Franchisee’s assets; or

18.3.1.8  Any matters involving danger, health or safety.

18.3.2 Interpretation. The provisions of this Agreement must be construed as independent
of any other covenant or provision of this Agreement. However, if a court or arbitrator of competent
jurisdiction determines that any provisions are unlawful, that court or arbitrator is to modify or interpret the
provisions to the minimum extent necessary to have them comply with the law. _Notwithstanding any
provision relating to the state laws by and under which this Agreement must be governed and construed,
all issues relating to arbitrability or the enforcement of the agreement to arbitrate in this Agreement must
be governed by the United States Arbitration Act (9 U.S.C. 8 1 et seq.) and the Federal common law of
arbitration. The arbitrator, and not any federal, state or local court, shall have exclusive authority to resolve
any dispute relating to the interpretation, applicability, unconscionability, arbitrability, enforceability or
formation of this Agreement, including any claim of fraud in the inducement or that all or any part of the
Agreement is void or voidable. However, the preceding sentence shall not apply to the clause entitled “Class
Action Waiver.”

18.3.3 Judgment. Judgment on an arbitration award may be entered in any court of
competent jurisdiction. This judgment is binding, final and non-appealable.

18.3.4 Failure to Appear. The arbitration and mediation provisions in this Article are
self-executing and remain in full force and effect after the expiration or sooner termination of this
Agreement. If either party fails to appear at any properly noticed arbitration proceeding, notwithstanding
failing to appear, an award may be entered against that party by default or otherwise.

18.3.5 Class Action Waiver. Any proceeding (whether mediation, arbitration, trial to a
court or jury, appeal or otherwise) must be brought in the parties’ individual capacity and not as a plaintiff
or class member in any purported class, collective, representative, multiple plaintiff or similar proceeding
(“Class Action”). Franchisee and Franchisor expressly waive any ability to maintain any Class Action in
any forum. Further, an arbitration proceeding between Franchisor and Franchisee (or any of Franchisee’s
or Franchisor’s affiliates and owners and guarantors) may not be consolidated with any other arbitration
proceeding between them and any other franchisee, person or entity. Franchisee hereby agrees not to seek
joinder of any of its claims with those of any other party. The arbitrator shall not have authority to combine
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or aggregate similar claims or conduct any Class Action, nor make an award to any person or entity not a
party to the arbitration. Any claim that all or part of this Class Action Waiver is unenforceable,
unconscionable, void or voidable may be determined only by a court of competent jurisdiction and not by
an arbitrator. FRANCHISEE AND FRANCHISOR UNDERSTAND THAT FRANGCHISORTHEY
WOULD HAVE HAD ARIGHT TO LITIGATE THROUGH A COURT, TO HAVE A JUDGE OR JURY
DECIDE HSOUR CASE, AND TO BE PARTY TO A CLASS OR REPRESENTATIVE ACTION.
HOWEVER, FRANCHISEE AND FRANCHISOR UNDERSTAND AND CHOOSE TO WAIVE THAT
RIGHT AND HAVE ANY CLAIMS DECIDED INDIVIDUALLY THROUGH ARBITRATION. It is
Franchisee’s and Franchisor’s joint business judgment that the limitations of this subsection make good
business sense, because:

18.3.5.1  the mediation and arbitration procedures contemplated by this
Agreement (and which Franchisee and Franchisor agree are the core methods for resolving disputes)
function most effectively on an individual case basis;

18.3.5.2  there are significant business and other factors present in each
individual franchisee’s situation which should be respected; and

18.3.5.3  the economic interests of lawyers on either side in class-wide or
multiple plaintiff dispute, as well as the tendency to polarize positions, makes accommodation and
compromise, as a practical business matter, less easily achieved, which would be a serious detriment to
Franchisee’s and Franchisor’s business interests, as well as those of the entire Franchise System, in quickly,
amicably and economically resolving any dispute.

18.4  Selection of Venue. Nothing contained in this Agreement shall prevent Franchisor from
applying to and obtaining from any court having jurisdiction, a writ of attachment, a temporary injunction,
preliminary injunction and/or other emergency relief available to safeguard and protect Franchisor’s
legitimate business interests. The parties expressly agree to the jurisdiction and venue of any court of
general jurisdiction in Mecklenburg County, North- Carolina and the jurisdiction and venue of the United
States District Court for the Western District of North-_Carolina. Franchisee acknowledges that this
Agreement has been entered into in the State of North- Carolina, and that Franchisee is to receive valuable
and continuing services emanating from Franchisor’s headquarters in Huntersville, North-_Carolina,
including, but not limited to, training, assistance, support, and the development of the System. In
recognition of such services and their origin, Franchisee hereby irrevocably consents to the personal
jurisdiction of the state and federal courts of North Carolina as set forth in this Section.

18,5  Third Party Beneficiaries. Franchisor’s officers, directors, shareholders, members,
agents and/or employees are express third—-party beneficiaries of the provisions of this Agreement,
including the mediation and arbitration previsienprovisions set forth in this Section- 18, each having
authority to specifically enforce the right to mediate or arbitrate any Dispute or claims asserted by
Franchisee against such person(s)-by-Franchisee:).

18.6  Prior Notice of Claims. As a condition precedent to commencing an action for damages
or for violation or breach of this Agreement, Franchisee must notify Franchisor within thirty{30} days after
the occurrence of the violation or breach, and failure to timely give such notice shall preclude any claim for
damages.

18.7  No Right to Offset. Franchisee shall not withhold all or any part of any payment to
Franchisor or any of its affiliates on the grounds of Franchisor’s alleged nonperformance or as an offset
against any amount Franchisor or any of Franchisor’s affiliates allegedly may owe Franchisee under this
Agreement or any related agreements.
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18.8  Injunctive Relief. The Franchised Business is intended to be one of a large number of
businesses identified by the Proprietary Marks selling to the public the Approved Products and Approved
Services associated with the Proprietary Marks. Consequently, a single franchisee’s failure to comply with
the terms of its franchise agreement is likely to cause irreparable damage to Franchisor, and damages at law
would therefore be an inadequate remedy. Upon Franchisee’s breach or threatened breach of any of the
terms concerning any matters referenced in Section- 18.3.1, Franchisor may seek an injunction restraining
the breach and/or a decree of specific performance (with recovery of reasonable atterneys-attorneys’ fees
and costs incurred in obtaining equitable relief). Franchisor may do so without demonstrating or proving
any actual damage. These equitable remedies are in addition to all other rights or remedies to which
Franchisor may otherwise be entitled due to Franchisee’s breach of this Agreement. Franchisor may seek
this relief without posting any bond or security; however, if a court of competent jurisdiction requires a
bond or security, a bond or security for $1,000 is sufficient. Notwithstanding anything in this Agreement
to the contrary, Franchisor may seek injunctive relief in any jurisdiction that has jurisdiction over
Franchisee or any other party against whom the relief is sought. If injunctive relief is granted, Franchisee’s
only remedy will be the court’s dissolution of the injunctive relief. If the injunctive relief was wrongfully
issued, Franchisee expressly waives all claims for damages Franchisee incurred as a result of the wrongful
issuance.

18.9  Limitation of Action. Franchisee further agrees that no cause of action arising out of or
under this Agreement may be maintained by Franchisee against Franchisor unless brought before the
expiration of ene{1} year after the act, transaction or occurrence upon which such action is based or the
expiration of ene—{1) year after the Franchisee becomes aware of facts or circumstances reasonably
indicating that Franchisee may have a claim against Franchisor hereunder, whichever occurs sooner, and
that any action not brought within this period shall be barred as a claim, counterclaim, defense, or setoff.

18.10 Waiver of Punitive Damages. FranchiseeThe parties hereby wabveswaive to the fullest
extent permitted by law, any right to or claim for any punitive, exemplary, incidental, indirect, special, or
consequential damages (including, without limitation, lost profits) against Frarehiserthe other party arising
out of any cause whatsoever (whether such cause be based in contract, neglrgence strrct Irabrlrty, other tort
or otherW|se) :

in 13.2 and punrtrve or eenseqeentrel xemglary damages—meledmg—lest—ﬂeuere—Reyalty—Fees for the
balaneeviolation of the Lanham Act, Trademark or Copyright Infringement or Trademark Dilution,

unauthorized dissemination of the confidential information or trade secrets.
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18-1018.11 THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY JURY IN any
ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR EQUITY,
REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY TO ANY
MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT OF OR
IS RELATED IN ANY WAY TO THIS AGREEMENT, THE PERFORMANCE OF EITHER
PARTY., AND/OR FRANCHISEE’S PURCHASE FROM FRANCHISOR OF THE term—ofthis

AgreementFRANCHISE AND/OR ANY PRODUCTS OR SERVICES.

19 REPRESENTATIONS

19.1  Call Center. If established, the Call Center will be provided on an “AS IS” and “AS
AVAILABLE” basis. Franchisor does not covenant any level, quality, continuity or standard of operation
for the Call Center, or covenant that the Call Center will be free from defaults, viruses or other harmful
components, operate on a continuous or uninterrupted basis, or provide secure access to the Call Center or
services provided thereby. FRANCHISOR MAKES NO REPRESENTATION OR WARRANTY OF ANY
KIND, EITHER EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, TITLE OR NON-
INFRINGEMENT, OR WARRANTIES REGARDING THE QUALITY, ACCURACY, TIMELINESS,
AVAILABILITY, SUITABILITY, OR RELIABILITY OF ANY SERVICE, OR SECURITY,
USEFULNESS, LACK OF VIRUSES OR OTHER HARMFUL COMPONENTS, OR WARRANTIES
REGARDING COMPLETENESS OF THE CONTENT OF THE CALL CENTER, OR WARRANTIES
WITH RESPECT TO THE USE OR AVAILABILITY OF ANY INFORMATION, DATA, ITEM,
APPARATUS, METHOD OR PROCESS INCLUDED IN THE CALL CENTER, OR THAT SUCH WILL
MEET THE FRANCHISEE’S REQUIREMENTS, OR BE ERROR FREE OR NOT INFRINGE ON THE
RIGHTS OF OTHERS, OR THAT DEFECTS WILL BE CORRECTED.

19.2  No Authority. NO SALESPERSON, REPRESENTATIVE OR OTHER PERSON HAS
THE AUTHORITY TO BIND OR OBLIGATE FRANCHISOR EXCEPT FRANCHISOR’S
AUTHORIZED OFFICER BY A WRITTEN DOCUMENT FRANCHISEE-ACKNOWLEDGES THAT
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19.519.3 Execution of Agreement. EACH OF THE UNDERSIGNED PARTIES
WARRANTS THAT IT HAS THE FULL AUTHORITY TO SIGN AND EXECUTE THIS
AGREEMENT. IF FRANCHISEEFRANCHISEE IS A PARTNERSHIP OR CORPORATION, THE
PERSON EXECUTING THIS AGREEMENT ON BEHALF OF SUCH PARTNERSHIP OR
CORPORATION WARRANTS TO FRANCHISOR, BOTH INDIVIDUALLY AND IN HIS/HER
CAPACITY AS PARTNER OR OFFICER, THAT ALL OF THE PARTNERS OF THE PARTNERSHIP
OR ALL OF THE SHAREHOLDERS OF THE CORPORATION, AS APPLICABLE, HAVE READ AND
APPROVED THIS AGREEMENT, INCLUDING ANY RESTRICTIONS WHICH THIS AGREEMENT
PLACES UPON RIGHTS TO TRANSFER THEIR INTEREST IN THE PARTNERSHIP OR
CORPORATION.

20 GUARANTEE OF PRINCIPALS AND THEIR SPOUSES

20.1 Guarantee. Franchisee’s spouse and all partners in a limited partnership, shareholders in
a corporate franchisee, or members of a limited liability company, as well as all general partners and
managing members; and their spouses hereby personally and unconditionally guarantee without notice,
demand or presentment, the payment of all of Franchisee’s monetary obligations under this Agreement and
any other agreement between Franchisee and Franchisor and/or Franchisor’s affiliates, as if each were an
original party to this or any other agreement in his or her individual capacity. All such personal guarantors
further agree to be bound by the restrictions upon Franchisee’s activities upon transfer, termination or
expiration, and nonrenewal of this Agreement as if each were an original party to this Agreement in his or
her individual capacity. All such personal guarantors and their spouses must execute a continuing Personal
Guaranty in the form attached as Exhibit A to this Agreement.

20.2  Security Interest. -For valuable consideration, as security for the payment of/for: (a) all
amounts owing or to be owed to Franchisor and its affiliates by Franchisee from time to time under this
Agreement or any other agreement between Franchisee and Franchisor or eurFranchisor’s affiliates, or
otherwise; (b)- Franchisee’s performance of all obligations to Franchisor and #sFranchisor’s affiliates; and
(c) the costs and expenses that Franchisor and/or its affiliates incur to collect or attempt to collect amounts
due from Franchisee and to enforce this Section (together, the “Obligations™), Franchisee hereby grants
Franchisor a security interest in all of the assets of the Franchised Business or used by, at, or in connection
with Franchisee’s Franchised Business, including, but not limited to: (i) all equipment, furnishings, fixtures,
motor vehicles, merchandise, inventory, goods and other tangible personal property; (ii) all accounts,
accounts receivable, other receivables, contract rights, leasehold interests, software, chattel paper and
general intangibles; (iii) all instruments, documents of title, policies and certificates of insurance, securities,
bank deposits, bank accounts and cash; (iv) all books, records and documents; (v) all permits and licenses
for the operation of the Franchised Business; and (vi) all accessions, additions and improvements to, and
all replacements, substitutions and parts for, and all proceeds and products of, the foregoing, including
proceeds of insurance (collectively, the “Collateral”). Franchisee agrees to execute and deliver to Franchisor
any other documents reasonably requested by Franchisor to create, maintain, perfect, or assure the priority
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of the security interest granted above. Franchisee hereby appoints Franchisor as its agent and attorney-in-
fact to execute and deliver documents and to take all other actions (to the extent permitted by law) in
Franchisee’s name and on Franchisee’s behalf that Franchisor may deem necessary or advisable to create,
maintain, perfect, assure the priority of, or foreclose its security interest in and lien on the Collateral.
Franchisee must execute and deliver to Franchisor financing statements and/or such other documents as
Franchisor reasonably deems necessary to perfect Franchisor’s interest in the Collateral within ten{10} days
of Franchisee’s receipt of such documents from Franchisor.

Franchisee will not remove the Collateral or any portion thereof or grant or permit any security
interest in (or otherwise encumber) the Collateral, without Franchisor’s prior written consent. Franchisee
represents and warrants that the security interest granted is prior to all other security interests in the
Collateral except for: (i) bona fide purchase money security interests; and (ii) if consented to by Franchisor
in writing, the security interest granted to a third party in connection with Franchisee’s original financing
for Franchisee’s Franchised Business, if any. In connection with any request for Franchisor’s approval of a
security interest, Franchisor will exercise its Business Judgment, bearing in mind the interests of the
borrower, lender, Franchisor; and the System. On the occurrence of any event entitling Franchisor to
terminate this Agreement or any other agreement between the parties, or if Franchisor reasonably
determines that Franchisor is not assured that Franchisee’s (and/or any affiliates”) obligations will be timely
and fully paid and/or performed, Franchisor will have all the rights and remedies of a secured party under
the Uniform Commercial Code of the State in which Franchisee’s Franchised Business is located, including,
without limitation, the right to take possession of the Collateral. This appointment is coupled with an
interest and is irrevocable as long as any of the Obligations remain outstanding.

21 NOTICES
All notices and requests to be given under this Agreement are to be in writing, and delivered by

either hand delivery or overnight mail by a recognized carrier offering a delivery receipt, to the following
addresses (which may be changed by written notice):

Franchisee Name/Address:

Franchisor: Al Kitchen & Bath Franchising, LLC
107 Parr Drive

Huntersville, North Carolina 28078
Attn: Chief Legal Officer

Mailing any notice hereunder sent by U.S. certified mail, postage prepaid or when sent via Federal
Express or a similar overnight courier shall be presumptive evidence of delivery of the notice or request.

22 MISCELLANEOUS

22.1  Entire Agreement. This Agreement contains the entire Agreement of the parties. There
are no representations either oral or written, except those contained in this Agreement. This written
Agreement includes all representations between the parties. This Agreement may not be modified except
by a written document signed by both parties. Nothing in this Agreement or any related agreement is
intended to disclaim the representations Franchisor made in the Franchise Disclosure Document furnished
to Franchisee.
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22.2  Construction of Language. The language of this Agreement shall be construed according
to its fair meaning, and not strictly for or against either party. All words in this Agreement refer to whatever
number or gender the context requires. If more than one party or person is referred to as Franchisee, their
obligations and liabilities shall be joint and several. Headings are for reference purposes and do not control
interpretation. Reference to Franchisee’s “immediate family” means Franchisee’s spouse, parents, children
and siblings, and Franchisee’s spouse's parents, children and siblings. Reference to Franchisee’s
“principals” means Franchisee’s partners, officers, directors, shareholders, members and managers, as
applicable. References to “Franchisor” and “Franchisee” include the partysparty’s successors, assigns or
transferees. The parties have had a reasonable opportunity to review this Agreement. In the event of an
ambiguity or if a question of intent or interpretation arises, this Agreement shall be construed as if drafted
jointly by all of the parties, and no presumptions or burdens of proof shall arise in favor of any party by
virtue of the authorship of any of the provisions of this Agreement.

22.3  Severability. If any provision of this Agreement is deemed invalid or inoperative for any
reason, that provision shall be deemed modified to the extent necessary to make it valid and operative or,
if it cannot be so modified, it shall then be severed, and the remainder of that provision shall continue in
full force and effect as if this Agreement had been signed with the invalid portion so modified or eliminated,;
provided, however, that if any part of this Agreement relating to payments to Franchisor or any of its
affiliates or protection of the Proprietary Marks or the Confidential Information, including the Operations
Manual and Franchisor’s other Trade Secrets, is declared invalid or unenforceable, then Franchisor, at
Franchisor’s option, may terminate this Agreement immediately upon written notice to Franchisee.

22.4  State Law Applies. If any provision of this Agreement, including, but not limited to, its
provisions for transfer, renewal, termination, notice of termination, or cure rights, is inconsistent with any
valid law or regulation of the state in which the Franchised Business is located, then the valid law or
regulation of that state applicable to the Franchised Business shall supersede any provision of this
Agreement that is less favorable to Franchisee.

22.5 Additional Documentation. Franchisee must, from time to time, subsequent to the date
first set forth above, at Franchisor’s request and without further consideration, execute and deliver such
other documentation or agreements and take such other actions as Franchisor reasonably may require in
order to effectuate the transactions contemplated herein. In the event that Franchisee fails to comply with
the provisions of this Section, Franchisee hereby appoints Franchisor as Franchisee’s attorney-in-fact to
execute any and all documents on Franchisee’s behalf; reasonably necessary to effectuate the transactions
contemplated herein.

22.6  Force Majeure. Neither Franchisee, Franchisor, nor Franchisor’s affiliates will be liable
for loss or damage or deemed to be in breach of this Agreement or any related agreement, if its failure to
perform; its obligations is not the fault; nor within the reasonable control of the person due to perform, but
results from, without limitation, acts of God or natural disaster (such as, but not limited to, violent storm,
cyclone, hurricane, tornado, blizzard, earthquake, volcanic activity, landslide, tidal wave, tsunami,
flood, damage or destruction by lightning, drought); accident, riots, war, terrorist act, epidemic,
pandemic, quarantine, civil commotion, breakdown of communication facilities, breakdown of web
host, breakdown of Internet service provider, natural catastrophes, national or regional emergencies;
governmental acts or omissions, changes in laws or regulations, national or local strikes, fire, explosion,
generalized lack of availability of raw materials or energy; or any other cause, whether similar in kind
to the foregoing or otherwise. Any delay resulting from any such cause will extend the time of
performance for the period of such delay or for such other reasonable period of time as the parties agree in
writing or will excuse performance, in whole or in part, as Franchisor deems reasonable. For the avoidance
of doubt, this Force Majeure section shall not apply to a party's financial inability to perform its obligations
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hereunder, nor does this Section apply to negate or delay any payment obligation whether on account of a
public health crisis such as COVID-19 or otherwise.

22.7  Anti-Terrorist Activities. Franchisee certifies that neither Franchisee, nor Franchisee’s
owners, principals, employees, or anyone associated with Franchisee is listed in the Annex to Executive
Order 13224. Franchisee agrees not to hire or have any dealings with a person listed in the Annex.
Franchisee certifies that Franchisee has no knowledge or information that, if generally known, would result
in Franchisee, Franchisee’s owners, principals, employees, or anyone associated with Franchisee being
listed in the Annex to Executive Order 13224. Franchisee agrees to comply with and/or assist Franchisor
to the fullest extent possible in Franchisor’s efforts to comply with the Anti-Terrorism Laws (as defined
below). In connection with such compliance, Franchisee certifies, represents; and warrants that none of
Franchisee’s property or interests are subject to being “blocked” under any of the Anti-Terrorism Laws and
that Franchisee and Franchisee’s owners or principals are not otherwise in violation of any of the Anti-
Terrorism Laws. Franchisee is solely responsible for ascertaining what actions must be taken by Franchisee
to comply with all such Anti-Terrorism Laws, and Franchisee specifically acknowledges and agrees that
Franchisee’s indemnification responsibilities as provided in Section- 13.2 of this Agreement pertain to
Franchisee’s obligations under this Section- 22.7. Any misrepresentation by Franchisee under this Section
or any violation of the Anti-Terrorism Laws by Franchisee, Franchisee’s owners, principals or employees
shall constitute grounds for immediate termination of this Agreement and any other agreement Franchisee
has entered into with Franchisor or one of Franchisor’s affiliates in accordance with the terms of
Section 15.2.1 of this Agreement. As used herein, “Anti-Terrorism Laws” means Executive Order 13224
issued by the President of the United States, the Terrorism Sanctions Regulations (Title 31, Part 595 of the
U.S. Code of Federal Regulations), the Foreign Terrorist Organizations Sanctions Regulations (Title 31,
Part 597 of the U.S. Code of Federal Regulations), the Cuban Assets Control Regulations (Title 31, Part
515 of the U.S. Code of Federal Regulations), the USA PATRIOT Act, and all other present and future
federal, state and local laws, ordinances, regulations, policies, lists, and any other requirements of any
Governmental Authority (including, without limitation, the United States Department of Treasury Office
of Foreign Assets Control) addressing or in any way relating to terrorist acts and acts of war.

22.8  Attorneys’ Fees._ If Franchisee is in breach or default of any monetary or non-monetary
material obligation under this Agreement or any related agreement between Franchisee and Franchisor
and/or Franchisor’s affiliates, and Franchisor engages an attorney to enforce Franchisor’s rights (whether
or not formal judicial proceedings are initiated), Franchisee must pay all reasonable attorneys’ fees, court
costs and litigation expenses Franchisor incurs. If Franchisee institutes any legal action to interpret or
enforce the terms of this Agreement, and Franchisee’s claim in such action is denied or the action is
dismissed, Franchisor is entitled to recover Franchisor’s reasonable attorneys’ fees, and all other reasonable
costs and expenses incurred in defending against same, and to have such an amount awarded as part of the
judgment in the proceeding.

229 Amendment of Prior Agreements. —In order to enhance consistency and quality of
operation, performance, dispute resolution and other matters, Franchisor amends Eranehisor’sits standard
Franchise Agreement from time to time. As a result, this Agreement may be different from other Brand
franchise agreements that Franchisee or Franchisee’s affiliates may have signed in the past and may contain
revised provisions regarding, among other things, modifications to the System, manner of payment of fees
and late fees, duties of franchisee, protection of trademarks, status and protection of Manuals and
Confidential Information, technology requirements, advertising, insurance, accounting and records,
transfers, default and termination, obligations on termination, franchisee covenants, taxes, indemnification,
obligations to defend, approvals and waivers, notices, construction of agreement and applicable law. To
cooperate with Franchisor in the achievement of these goals and as a condition of the grant of an additional
franchise, Franchisee agrees that all of Franchisee’s or its affiliates’ existing Brand franchise agreements
with Franchisor or its affiliates are amended to match the provisions of this Agreement (if the existing
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franchise agreements do not already include these provisions), except with respect to the Royalty Fee rate,
required marketing contributions and spending, other fees for which amounts are specified, territory
description, Approved Location, contract term, renewal conditions, and transfer conditions set out in the
prior agreements, which will remain unchanged. Provided, however, that any modifications to the Franchise
Agreement that purports to change: (i) an investor protection under applicable state law; (ii) any applicable
franchise relations law; (iii) the rules adopted under either; or (iv) a requirement that is a part of the state
registration process is specifically excepted from this provision. FRANCHISEE ACKNOWLEDGES
THAT THIS SECTION AMENDS ALL OF FRANCHISEE’S EXISTING FRANCHISE AGREEMENTS
WITH FRANCHISOR AND THAT THE AMENDMENT WILL SURVIVE THE EXPIRATION OR
TERMINATION OF THIS AGREEMENT.

22.10 No Personal Liability. Franchisee agrees that fulfillment of any and all of Franchisor’s
obligations written in this Agreement or based on any oral communications which may be ruled to be
binding in a Court of Law shall be Franchisor’s sole responsibility; and none of Franchisor’s agents,
representatives, nor any individuals associated with Franchisor’s franchise company shall be personally

Ilable to Franchlsee for any reason. Ihm—us—an—rmpeﬁmpparpe##us—Ag%eemth—Fraeemsee—ageees—that

Agreement.

2211 2243 —Franchisee and—Franchisor—agreeis advised that Franchisor may conduct due
diligence on the franchlse sale processjaed%FFanehlseHehe&erﬁFranemse%represeMa%ns The

results of h

Fraeehlsepag;eem any such dlllgence may be entered into ewdence inany dlspute resolutlon proceedlng,
and the limitations set forth in any state addenda or other amendment to this Agreement will not waiveact
as a waiver any of Eranchiser’sour rights; to use evidence, pursue claims, or enjoy the protections from

unlawful or unfair business practices/dishonesty under any applicable law or regulation— to use such
information so long as it is collected in accordance with applicable law.
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IN WITNESS WHEREOF, AND INTENDING TO BE LEGALLY BOUND HEREBY, THE
PARTIES HERETO HAVE CAUSED THIS AGREEMENT TO BE EXECUTED EFFECTIVE THE
DATE FIRST SET FORTH ABOVE.

FRANCHISOR: FRANCHISEE
Al KITCHEN & BATH FRANCHISING,

LLC, (Individual, Partnership or Corporation Name)
a North Carolina limited liability company

By: By:
Name: Name:
Title: Title:
By:
Name:
Title:
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ExXHBIF
Exhibit A

TOo
THEDESIGNERY
FRANCHISE AGREEMENT
To Franchise Agreement
Al Kitchen & Bath Franchising, LLC

PERSONAL GUARANTY

| NOTE:-IF FRANCHISEE IS A CORPORATION, EACH OF FRANCHISEE’S SHAREHOLDERS AND
THEIR SPOUSES MUST EXECUTE THE FOLLOWING UNDERTAKING. IF FRANCHISEE
IS A PARTNERSHIP, EACH OF FRANCHISEE’S GENERAL PARTNERS AND THEIR
SPOUSES MUST EXECUTE THE FOLLOWING UNDERTAKING. IF FRANCHISEE IS A
LIMITED LIABILITY COMPANY, EACH OF FRANCHISEE’S MEMBERS AND
| MANAGERS AND THEIR SPOUSES MUST EXECUTE THE FOLLOWING UNDERTAKING.

Definition of “Franchisee:” (person(s) or entity)

| O Sele-Proprietorshiplndividual O Limited Liability Company O
Corporation
O General Partnership O Limited Partnership

ARTICLEI
PERSONAL GUARANTY

The undersigned persons (individually and collectively, “you” or “Personal Guarantors™) hereby
represent to Al- Kitchen- & Bath Franchising, LLC (“Franchisor”) that you are all of the owners,
shareholders, general partners, or al-of-the-members and managers, or the spouse of any such owner,
shareholder, general partner, e--member or manager of -the Franchisee. In consideration of the grant by
Franchisor to Franchisee, as provided in the foregoing franchise agreement (the “Franchise Agreement”),
each of you hereby agree, in consideration of benefits received and to be received by each of you, jointly
and severally, and for yourselves, your heirs, legal representatives and assigns, to be firmly bound by all
of the terms, provisions and conditions of the foregoing Franchise Agreement, and any other agreement
between Franchisee and Franchisor and/or its affiliates, and do hereby unconditionally guarantee the full
and timely performance by Franchisee of each and every obligation of Franchisee under the Franchise
Agreement or other agreement between Franchisor and Franchisee, including, without limitation, any
indebtedness of Franchisee arising under or by virtue of the Franchise Agreement and that you (jointly and
individually) will not permit or cause any change in the percentage of Franchisee owned, directly or
indirectly, by any person, without first obtaining the written consent of Franchisor prior to said proposed
transfer, which consent must not be unreasonably withheld, and without first paying, or causing to be paid,
to Franchisor the transfer fee provided for in said Franchise Agreement, if applicable, and without
otherwise complying with the transfer provisions of the foregoing Franchise Agreement. You further agree
to be bound by the in-term and post-term non-competition and non-solicitation covenants set forth in
Section 17 of the Franchise Agreement, as well as all other covenants set forth in the Franchise Agreement,
including, but not limited to, those concerning confidentiality (Section 5 of the Franchise Agreement) and
indemnification (Section 13.2 of the Franchise Agreement). You agree that this personal guaranty (the
“Guaranty”’) will be governed by the dispute resolution procedures set forth in Section 18 of the Franchise

Agreement.
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ARTICLE 11
CONFIDENTIALITY

During the term of this Guaranty, you will receive information which Franchisor considers a trade
secret and confidential information (“Confidential Information™). You shall not, during the term of this
Guaranty or thereafter, communicate, divulge, or use for the benefit of any other person, partnership,
association, corporation, or limited liability company, any Confidential Information, including, without
limitation, Franchisor’s Operations Manual and its contents; price lists and standards and specifications
for the Approved Products and Approved Services: standards and specifications related to Franchisor’s
integrated bookkeeping system; and other methods, techniques, and know-how concerning the operation
of a Franchised Business, of which you may be apprised by virtue of your role as a Personal Guarantor of
Franchisee.

ARTICLE Il
NON-COMPETITION

1. During the Term of the Franchise Agreement. During the term of the Franchise
Agreement, neither you, nor your owners, principals, officers, directors, nor any members of your family
or the family of your owners, officers, directors, or principals may, directly or indirectly, for themselves,
or through, on behalf of, or in conjunction with any other person or entity:

a. Own, maintain, engage in, be employed as an officer, director, principal of, lend
money to, extend credit to, or have any interest in any other business that, directly or indirectly, by itself or
through licensees or franchisees, offers the Approved Products or Approved Services, or any other products
and/or services authorized or offered for sale by System franchisees (a “Competitive Business™) within the
Designated Territory or the Designated Territory of any other System franchisee, provided that this Article
III(1) does not apply to: (i) such person’s ownership of a Franchised Business under a Franchise Agreement
with Franchisor; or (ii) such person’s ownership of a less than five percent (5%) legal or beneficial interest
in any publicly traded company providing such services;

b. Employ or seek to employ, any person who is at that time employed by Franchisor,
Franchisor’s affiliates, or otherwise directly or indirectly induce or seek to induce such person to leave his
or her employment thereat; or

C. Solicit any current, former, or prospective customer solicited by Franchisee’s
Franchised Business, or any other customer of whom Franchisee has become aware as a result of access to
Franchisor’s System, or other franchisees for any competitive purpose.

2. After the Term of the Franchise Agreement. For a period of 2 years after the expiration
and nonrenewal, transfer or termination of the Franchise Agreement, regardless of the cause, neither you,
nor your owners, principals, officers, directors, nor any members of your family or the family of your
owners, officers, directors, or principals may, directly or indirectly, for themselves or through, on behalf
of, or in conjunction with any other person or entity:

a. Own, maintain, engage in, be employed as an officer, director, principal of, lend
money to, extend credit to, or have any interest in any Competitive Business: (i) within the Designated
Territory; (ii) within a 25-mile radius of the Designated Territory of any other Franchised Business; or (iii)
within a 25-mile radius of any System business operated by Franchisor or its affiliate, provided that this
Article III(2) does not apply to: (A) such person’s ownership of a Franchised Business under a Franchise
Agreement with Franchisor; or (B) such person’s ownership of a less than five percent (5%) legal or
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beneficial interest in any publicly traded company providing services the same as or similar to a Competitive
Business;

b. Employ or seek to employ, any person who is at that time employed by Franchisor
Franchisor’s affiliates, or otherwise directly or indirectly induce or seek to induce such person to leave his

or her employment thereat; or

C. Solicit any current, former, or prospective customer solicited by Franchisee’s
Franchised Business, or any other customer of whom Franchisee has become aware as a result of access to
Franchisor’s System, or other franchisees for any competitive purpose.

3. Intent and Enforcement. It is the parties' intent that the provisions of this Article 111 be
judicially enforced to the fullest extent permissible under applicable law. Accordingly, the parties agree
that any reduction in scope or modification of any part of the noncompetition provisions contained herein
shall not render any other part unenforceable. In the event of the actual or threatened breach of this
Acrticle 111 by you, any of your principals, or any members of their immediate family, Franchisor shall be
entitled to an injunction restraining such person from any such actual or threatened breach. You agree that
in the event of the actual or threatened breach of this Article III, Franchisor’s harm will be irreparable and
that Franchisor has no adequate remedy at law to prevent such harm. You acknowledge and agree that each
of you has previously worked or been gainfully employed in other careers and that the provisions of this
Article 111 in no way prevent you from earning a living. You further acknowledge and agree that the time
limitation of this Article 111 shall be tolled during any default under this Guaranty.

ARTICLE IV
DISPUTE RESOLUTION

1. Acknowledgment. You acknowledge that this Guaranty is not a franchise agreement and
does not confer upon you any rights to use the Franchisor’s Proprietary Marks or its System.

2. Governing Law. This Guaranty shall be deemed to have been made in and governed by
the laws of the State of North Carolina, without any reference to North Carolina conflict of laws principles.

3. Internal Dispute Resolution. Franchisee and Franchisor believe that it is important to
resolve any disputes amicably, quickly, cost-effectively, and professionally and to return to business as
soon as possible. Franchisee and Franchisor have agreed that the provisions of Sections 3 and 4 of this
Personal Guaranty support these mutual objectives and, therefore, agree as follows. Any disagreement,
litigation, claim, dispute, suit, action, controversy or proceeding of any type whatsoever, including any
claim for equitable relief and/or where Franchisee is acting as a “private attorney general” suing pursuant
to a statutory claim or otherwise between or involving a Guarantor, Franchisee and/or Franchisor on
whatever theory and/or facts based, and whether or not arising out of this Guaranty (including any dispute
or disagreement relating to arbitration, including the arbitrability of this Guaranty or any of its provisions),
or offer, sale or negotiation of a The Designery franchise, or the relationship of the parties arising from the
Franchise or from entering this Guaranty or the Franchise Agreement, or any claim that this Guaranty or
the Franchise Agreement or any part thereof is invalid, illegal or otherwise voidable, void, or unenforceable
(“Dispute™) will be processed in the following manner, Franchisee and Franchisor each expressly waiving
all rights to any court proceeding, except as expressly provided below in Section 4.1. Personal Guarantor
must first bring any claim or Dispute between Franchisee and Franchisor or Personal Guarantor and
Franchisor to Franchisor’s management, after providing notice as set forth in Section 4.8 below. Personal
Guarantor must exhaust this internal Dispute resolution procedure before Personal Guarantor may bring
Personal Guarantor’s Dispute before a third party. This agreement to first attempt resolution of Disputes
internally shall survive termination or expiration of this Guaranty. Personal Guarantor and Franchisor agree
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that the franchise relationship is unique and that as a result, it is important that anyone who serves as a
mediator or arbitrator in a Dispute must have a minimum of 7 years’ substantive experience in franchise
law.

4, Mediation/Arbitration. If Personal Guarantor and Franchisor are unable to resolve a
Dispute using the internal Dispute resolution procedure, then Disputes which are not first resolved through
the internal Dispute resolution procedure set forth in Section 3 above, must be submitted first to non-binding
mediation in Mecklenburg County, North Carolina under the auspices of the American Arbitration
Association (“AAA”), in accordance with AAA's Commercial Mediation Rules then in effect. A link to the
AAA Commercial Arbitration Rules and Mediation Procedures can be found at https://www.adr.org/Rules.
The mediation will be conducted by one mediator with at least seven years of substantive experience in
franchise law who will be appointed under the American Arbitration Association’s Commercial Mediation
Rules and who will conduct the mediation in accordance with such rules. Mediation must be conducted on
an individual, not a class-wide, basis; only Franchisor (and/or its affiliates and its and their respective
owners, officers, directors, agents and employees) and Franchisee (and/or its Owners, guarantors, affiliates,
officers, directors, agents and employees, if applicable) may be the parties to any mediation proceeding
described in this Section, and no such mediation proceeding may be consolidated with any other mediation
proceeding between Franchisor and any other person, corporation, limited liability company or partnership.
Franchisor and Personal Guarantor agree that statements made by Franchisor, Personal Guarantor or any
other party in any such mediation proceeding will not be admissible in any arbitration or other legal
proceeding. If the mediation proceedings have been terminated either: (i) as the result of a written
declaration of the mediator(s) that further mediation efforts are not worthwhile; or (ii) if the mediation does
not resolve the dispute by written agreement within 14 days after the mediation, then, subject to the
exclusions set forth in Section 4.1, all Disputes must be submitted to binding arbitration before one
arbitrator of the AAA in accordance with its commercial arbitration rules. The arbitration will be conducted
by one arbitrator with at least seven years of substantive experience in franchise law who will be appointed
under the AAA’s Commercial Arbitration Rules and who will conduct the arbitration in accordance with
such rules. Except as provided in Section 4.1, no party may file litigation involving any Dispute unless it
has complied with the mediation and arbitration provisions in this Article regarding that Dispute. "Filing
litigation" includes asserting a counterclaim, third-party claim or other claim relating to a Dispute
(irrespective of whether the party asserting the claim filed the legal action in which the claim is asserted).
Franchisor’s rights to mediation and arbitration, as set forth herein, may be specifically enforced by
Franchisor. Each party shall bear its own cost of mediation and arbitration, and Franchisor and Personal
Guarantor shall share mediation costs equally. This agreement to mediate and arbitrate shall survive any
termination or expiration of this Guaranty.

4.1 The parties shall not be required to first attempt to mediate or arbitrate a
controversy, Dispute or claim through mediation as set forth in this Section 4.1 if such controversy, Dispute
or claim concerns an allegation that a party has violated (or threatens to violate, or poses an imminent risk

of violating):

4.1.1  Any federally protected intellectual property rights in the Proprietary
Marks, the System, or in any Confidential Information;

4.1.2  Any claims pertaining to or arising out of any warranty issue;

4.1.3  Any of the restrictive covenants contained in this Guaranty;

4.1.4  Any of Franchisee’s payment obligations that are more than forty-five (45)

days past due;
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4.1.5 Any claims arising out of or related to fraud or misrepresentation by
Personal Guarantor, Franchisee, or Franchisee’s insolvency;

4.1.6 Any claims relating to Franchisee’s obligations on termination or
expiration of this Guaranty;

4.1.7 Any claims relating to any Transfer of an interest in Franchisee, the
Franchised Business or Franchisee’s assets; or

4.1.8  Any matters involving danger, health or safety.

4.2 Interpretation. The provisions of this Guaranty must be construed as independent
of any other covenant or provision of this Guaranty. However, if a court or arbitrator of competent
jurisdiction determines that any provisions are unlawful, that court or arbitrator is to modify or interpret the
provisions to the minimum extent necessary to have them comply with the law. Notwithstanding any
provision relating to the state laws by and under which this Guaranty must be governed and construed, all
issues relating to arbitrability or the enforcement of the agreement to arbitrate in this Guaranty must be
governed by the United States Arbitration Act (9 U.S.C. § 1 et seq.) and the Federal common law of
arbitration. The arbitrator, and not any federal, state or local court, shall have exclusive authority to resolve
any Dispute relating to the interpretation, applicability, unconscionability, arbitrability, enforceability or
formation of this Guaranty, including any claim of fraud in the inducement or that all or any part of the
Guaranty is void or voidable. However, the preceding sentence shall not apply to the clause entitled “Class
Action Waiver.”

4.3 Judgment. Judgment on an arbitration award may be entered in any court of
competent jurisdiction. This judgment is binding, final and non-appealable.

4.4 Failure to Appear. The arbitration and mediation provisions in this Article are
self-executing and remain in full force and effect after the expiration or sooner termination of this Guaranty.
If either party fails to appear at any properly noticed arbitration proceeding, notwithstanding failing to
appear, an award may be entered against that party by default or otherwise.

45 Class Action Waiver. Any proceeding (whether mediation, arbitration, trial by a
court or jury, appeal or otherwise) must be brought in the parties’ individual capacity and not as a plaintiff
or class member in any purported class, collective, representative, multiple plaintiff or similar proceeding
(“Class Action”). Personal Guarantor and Franchisor expressly waive any ability to maintain any Class
Action in any forum. Further, an arbitration proceeding between Franchisor and Personal Guarantor (or any
of Franchisee’s or Franchisor’s affiliates and owners and guarantors) may not be consolidated with any
other arbitration proceeding between them and any other franchisee, person or entity. Personal Guarantor
hereby agrees not to seek joinder of any of its claims with those of any other party. The arbitrator shall not
have authority to combine or aggregate similar claims or conduct any Class Action nor make an award to
any person or entity not a party to the arbitration. Any claim that all or part of this Class Action Waiver is
unenforceable, unconscionable, void or voidable may be determined only by a court of competent
jurisdiction and not by an arbitrator. PERSONAL GUARANTOR AND FRANCHISOR UNDERSTAND
THAT THEY WOULD HAVE HAD A RIGHT TO LITIGATE THROUGH A COURT, TO HAVE A
JUDGE OR JURY DECIDE OUR CASE, AND TO BE PARTY TO A CLASS OR REPRESENTATIVE
ACTION. HOWEVER, PERSONAL GUARANTOR AND FRANCHISOR UNDERSTAND AND
CHOOSE TO WAIVE THAT RIGHT AND HAVE ANY CLAIMS DECIDED INDIVIDUALLY,
THROUGH ARBITRATION. It’s Personal Guarantor’s and Franchisor’s joint business judgment that the
limitations of this subsection make good business sense, because:
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4.5.1 the mediation and arbitration procedures contemplated by this Agreement
(and which Personal Guarantor and Franchisor agree are the core methods for resolving Disputes) function
most effectively on an individual case basis;

4.5.2 there are significant business and other factors present in each individual
Personal Guarantor’s situation which should be respected: and

4.5.3 the economic interests of lawyers on either side in class-wide or multiple
plaintiff disputes, as well as the tendency to polarize positions, makes accommodation and compromise, as
a practical business matter, less easily achieved, which would be a serious detriment to Personal Guarantor’s
and Franchisor’s business interests, as well as those of the entire Franchise System, in quickly, amicably
and economically resolving any Dispute.

4.6 Selection of Venue. Nothing contained in this Guaranty shall prevent Franchisor
from applying to and obtaining from any court having jurisdiction, a writ of attachment, a temporary
injunction, preliminary injunction and/or other emergency relief available to safeguard and protect
Franchisor’s interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in Mecklenburg County, North Carolina and the jurisdiction and venue of the United States
District Court for the Western District of North Carolina. Personal Guarantor acknowledges that this
Guaranty has been entered into in the State of North Carolina, and that Franchisee, whose obligations
Personal Guarantor is guaranteeing, is to receive valuable and continuing services emanating from
Franchisor’s headquarters in Huntersville, North Carolina, including, but not limited to, training, assistance,
support and the development of the System. In recognition of such services and their origin, Personal
Guarantor hereby irrevocably consents to the personal jurisdiction of the state and federal courts of North
Carolina as set forth in this Section.

4.7 Third Party Beneficiaries.  Franchisor’s officers, directors, shareholders
members, agents and/or employees are express third party beneficiaries of the provisions of this Guaranty,
including the mediation provision set forth in this Section 4, each having authority to specifically enforce
the right to mediate claims asserted against such person(s) by Personal Guarantor.

4.8 Prior Notice of Claims. As a condition precedent to commencing an action for
damages or for violation or breach of this Guaranty, Personal Guarantor must notify Franchisor within 30
days after the occurrence of the violation or breach, and failure to timely give such notice shall preclude
any claim for damages.

4.9 No Right to Offset. Personal Guarantor shall not withhold all or any part of any
payment to Franchisor or any of its affiliates on the grounds of Franchisor’s alleged nonperformance or as

an offset against any amount Franchisor or any of Franchisor’s affiliates allegedly may owe Franchisee
under this Guaranty or any related agreements.

4.10  Injunctive Relief. The Franchised Business is intended to be one of a large number
of businesses identified by the Proprietary Marks selling to the public the Approved Products and Approved
Services associated with the Proprietary Marks. Consequently, a single Personal Guarantor’s failure to
comply with the terms of its franchise agreement is likely to cause irreparable damage to us, and damages
at law would therefore be an inadequate remedy. On Personal Guarantor’s breach or threatened breach of
any of the terms concerning any matters referenced in Section 4.1, Franchisor may seek an injunction
restraining the breach and/or a decree of specific performance (with recovery of reasonable attorneys' fees
and costs incurred in obtaining equitable relief). Franchisor may do so without demonstrating or proving
any actual damage. These equitable remedies are in addition to all other rights or remedies to which
Franchisor may otherwise be entitled because of Personal Guarantor’s breach of this Guaranty. Franchisor
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may seek this relief without posting any bond or security. However, if a court of competent jurisdiction
requires a bond or security, a bond or security for $1,000 is sufficient. Notwithstanding anything in this
Guaranty to the contrary, Franchisor may seek injunctive relief in any jurisdiction that has jurisdiction over
Personal Guarantor or any other party against whom the relief is sought. If injunctive relief is granted,
Personal Guarantor’s only remedy will be the court’s dissolution of the injunctive relief. If the injunctive
relief was wrongfully issued, Personal Guarantor expressly waives all claims for damages Personal
Guarantor incurred as a result of the wrongful issuance.

5. Jurisdiction and Venue. Nothing contained in this Guaranty shall prevent Franchisor
from applying to and obtaining from any court having jurisdiction, a writ of attachment, a temporary
injunction, preliminary injunction, and/or other emergency relief available to safequard and protect
Franchisor’s interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in Mecklenburg County, North Carolina and the jurisdiction and venue of the United States
District Court for the Western District of North Carolina. The parties acknowledge and agree that this
Guaranty has been entered into in the State of North Carolina, and that Franchisee, whose obligations
Personal Guarantor is guaranteeing, is to receive valuable and continuing services emanating from
Franchisor’s headquarters in Huntersville, North Carolina, including, but not limited to. training, assistance,
support and the development of the System. In recognition of such services and their origin, you hereby
irrevocably consent to the personal jurisdiction of the state and federal courts of North Carolina as set forth
herein.

6. Jury Trial Waiver. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR
EQUITY, REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY
TO ANY MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT
OF OR IS RELATED IN ANY WAY TO THIS PERSONAL GUARANTY OR THE FRANCHISE
AGREEMENT, THE PERFORMANCE OF EITHER PARTY, AND/OR YOUR PURCHASE
FROM FRANCHISOR OF THE FRANCHISE, OPTION AND/OR ANY GOODS OR SERVICES.

7. Waiver of Punitive Damages. The parties hereby waive to the fullest extent permitted by
law, any right to or claim for any punitive, exemplary, incidental, indirect, special, or consequential
damages (including, without limitation, lost profits) against the other party arising out of any cause
whatsoever (whether such cause be based in contract, negligence, strict liability, other tort or otherwise)
except for indemnified claims described in 13.2 of the Franchise Agreement and punitive or exemplary
damages for violation of the Lanham Act, Trademark or Copyright Infringement or Trademark Dilution,
unauthorized dissemination of the confidential information or trade secrets.

8. Limitation on Action. You agree that no cause of action arising out of or under this
Guaranty or the Franchise Agreement may be maintained by you unless brought before the expiration of 1
year after the act, transaction or occurrence upon which such action is based or the expiration of 1 year after
you become aware of facts or circumstances reasonably indicating that you may have a claim against the
Franchisor, whichever occurs sooner, and that any action not brought within this period shall be barred as
a claim, counterclaim, defense or set-off.

9. Attorneys’ Fees. |If the undersigned is in breach or default of any monetary or non-
monetary material obligation under the Franchise Agreement or this Guaranty, or any related agreement
between Franchisee and Franchisor and/or Franchisor’s affiliates, and Franchisor engages an attorney to
enforce Franchisor’s rights (whether or not formal judicial proceedings are initiated), Franchisee must pay
all reasonable attorneys' fees, court costs and litigation expenses Franchisor incurs. If the undersigned or
Franchisee institutes any legal action to interpret or enforce the terms of this Guaranty or the Franchise
Agreement, and the claim(s) in such action is denied or the action is dismissed, Franchisor is entitled to
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recover Franchisor’s reasonable attorneys' fees, and all other reasonable costs and expenses incurred in
defending against same, and to have such an amount awarded as part of the judgment in the proceeding.

10. Nonwaiver. Franchisor’s failure to insist upon strict compliance with any provision of this
Guaranty and the Franchise Agreement shall not be a waiver of Franchisor’s right to do so, any law, custom,
usage or rule to the contrary notwithstanding. Delay or omission by Franchisor respecting any breach or
default shall not affect Franchisor’s rights respecting any subsequent breaches or defaults. All rights and
remedies granted in this Guaranty shall be cumulative. Franchisor’s election to exercise any remedy
available by law or contract shall not be deemed a waiver or preclude exercise of any other remedy.

11. Severability. The parties agree that if any provisions of this Guaranty may be construed
in two ways, one of which would render the provision illegal or otherwise voidable or unenforceable and
the other which would render it valid and enforceable, such provision shall have the meaning that renders
it valid and enforceable. The language of all provisions of this Guaranty shall be construed according to
fair meaning and not strictly construed for or against either party. The provisions of this Guaranty are
severable, and this Guaranty shall be interpreted and enforced as if all completely invalid or unenforceable
provisions were not contained herein, and partially valid and enforceable provisions shall be enforced to
the extent that they are valid and enforceable. If any material provision of this Guaranty shall be stricken
or declared invalid, the parties agree to negotiate mutually acceptable substitute provisions. In the event
that the parties are unable to agree upon such provisions, Franchisor reserves the right to terminate this

Guaranty.

12. Construction of Language. Any term defined in the Franchise Agreement that is not
defined in this Guaranty will be ascribed the meaning given to it in the Franchise Agreement. The language
of this Guaranty will be construed according to its fair meaning, and not strictly for or against either party.
All words in this Guaranty refer to whatever number or gender the context requires. If more than one party
or person is referred to as you, their obligations and liabilities must be joint and several. Headings are for
reference purposes and do not control interpretation.

13. Successors. References to “Franchisor” or “the undersigned,” or “you” include the
respective parties' successors, assigns or transferees.

14. No Personal Liability. You agree that fulfillment of any and all of Franchisor’s
obligations written in this Guaranty or in the Franchise Agreement or based on any oral communications
which may be ruled to be binding in a Court of Law shall be Franchisor’s sole responsibility and none of
Franchisor’s agents, representatives, nor any individuals associated with Franchisor’s franchise company
shall be personally liable to Franchisee or you for any reason.
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IN WITNESS WHEREOF, AND INTENDING TO BE LEGALLY BOUND HEREBY, THE
PARTIES HERETO HAVE CAUSED THIS GUARANTY TO BE EXECUTED EFFECTIVE THE
DATE FIRST SET FORTH ABOVE.

PERSONAL GUARANTORS: SPOUSES:
By: By:

Print Name: Print Name:
Address: Address:
Telephone: Telephone:
By: By:

Print Name: Print Name:
Address: Address:
Telephone: Telephone:
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Exhibit C
to FDD
Al Kitchen & Bath Franchising, LLC

STATEMENT OF OWNERSHIP
Eranchisee:
Eorm of Ownership
heck On
O _Individual O Limited Liability Company O Limited Partnership
[d_Corporation O General Partnership

If a Partnership, provide name and address of each partner showing percentage owned, whether
active in management, and indicate the state in which the partnership was formed.

If a Corporation, provide the state and date of incorporation, the names and addresses of each
officer and director, and list the names and addresses of every shareholder showing what percentage of
stock is owned by each.

If a Limited Liability Company, provide the state and date of formation, the name and address of
the manager(s), and list the names and addresses of every member and the percentage of membershi

interest held by each member.

State and Date of Formation/Incorporation:

Management (managers, officer: rd of directors, etc.):
Name Title
Members, Stockholders, Partners:
Name Address Percentage Owned
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This form is current and complete as of

20

Date:

FRANCHISEE:

By:
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Printed Name:

Title:




Exhibit D
To FDD
Al Kitchen & Bath Franchising, LLC

CONFIDENTIALITY AND RESTRICTIVE COVENANT AGREEMENT

general partners, members and managers of Franchisee)

In_consideration of my being a of

(the “Franchisee”), and other good and valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, | hereby acknowledge and agree that Franchisee has acquired the right and franchise
from Al Kitchen & Bath Franchising, LLC (the “Company™) to establish and operate a franchised business
(the “Franchised Business™) and the right to use, in the operation of the Franchised Business, the Company's
trade names, trademarks and service marks (the “Proprietary Marks”) and the Company's unique and
distinctive format and system relating to the establishment and operation of Franchised Businesses (the
“System”), as they may be changed, improved and further developed from time to time in the Company's
sole discretion, only at the following authorized and approved location:

(the “Franchised Business Premises™).

1. The Company possesses certain proprietary and confidential information and trade secrets
relating to the operation of the System and the Franchised Business, including the Company’s Manuals;
price lists and standards and specifications for the Approved Products and Approved Services; standards
and specifications related to the Company’s integrated bookkeeping system: and other methods, techniques
and know-how concerning the of operation of the Franchised Business which may be communicated to
Franchisee or of which I may be apprised by virtue of my employment with Franchisee (“Confidential

Information”).

2. Any and all information, knowledge, know-how, and techniques which the Company
specifically designates as confidential shall be deemed to be Confidential Information for purposes of this

Confidentiality and Restrictive Covenant Agreement (“Agreement”).

3. In_my position with the Franchisee, the Company and Franchisee will disclose the
Confidential Information to me in furnishing to me the training program and subsequent ongoing training,
the Company’s Operations Manual (the “Operations Manual’) and other general assistance during the term
of this Agreement.

4. I will not acquire any interest in the Confidential Information, other than the right to utilize
it in the operation of the Franchised Business during the term hereof, and the use or duplication of the
Confidential Information for any use outside the System would constitute an unfair method of competition.

5. The Confidential Information is proprietary, involves trade secrets of the Company, and is
disclosed to me solely on the condition that | agree, and | do hereby agree, that | shall hold in strict
confidence all Confidential Information and all other information designated by the Company as
confidential. Unless the Company otherwise agrees in writing, | will disclose and/or use the Confidential

Information only in connection with my duties with the Franchisee, and will continue to not disclose any
such information even after | cease to be in that position and will not use any such information even after
| cease to be in that position unless | can demonstrate that such information has become generally known
or easily accessible other than by the breach of an obligation of Franchisee under the Franchise Agreement.
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6. Except as otherwise approved in writing by the Company, | shall not, while in my position
with the Franchisee, for myself, or through, on behalf of, or in conjunction with any person, persons,
partnership, corporation or limited liability company, own, maintain, engage in, be employed by, or have
any interest in any other business which operates or licenses any other competing business(es) within 25
miles of Franchisee’s territory and the territory of any other franchisee in the system which information is
available upon request, except for a Franchised Business operating under the System and Proprietary
Marks.

7. | agree that each of the foregoing covenants shall be construed as independent of any other
covenant or provision of this Agreement. If all or any portion of a covenant in this Agreement is held
unreasonable or unenforceable by a court or agency having valid jurisdiction in an un-appealed final
decision to which the Company is a party, | expressly agree to be bound by any lesser covenant subsumed

within the terms of such covenant that imposes the maximum duty permitted by law, as if the resulting
covenant were separately stated in and made a part of this Agreement.

8. I understand and acknowledge that the Company shall have the right, in its sole discretion,
to reduce the scope of any covenant set forth in this Agreement, or any portion thereof, without my consent,
effective immediately upon receipt by me of written notice thereof, and I agree to comply forthwith with
any covenant as so modified.

9. The Company is a third-party beneficiary of this Agreement and may enforce it, solely
and/or jointly with the Franchisee. | am aware that my violation of this Agreement will cause the Company
and the Franchisee irreparable harm; therefore, | acknowledge and agree that the Franchisee and/or the
Company may apply for the issuance of an injunction preventing me from violating this Agreement, and |
agree to pay the Franchisee and the Company all the costs it/they incur(s), including, without limitation,
legal fees and expenses, if this Agreement is enforced against me. Due to the importance of this Agreement
to the Franchisee and the Company, any claim | have against the Franchisee or the Company is a separate
matter and does not entitle me to violate, or justify any violation of, this Agreement.

10. This Agreement shall be construed under the laws of the State of North Carolina. The only
way this Agreement can be changed is in writing signed by both the Franchisee and me.

By:

Name:

Title:

Date:

ACKNOWLEDGED BY FRANCHISEE:

By:

Name:
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Exhibit E
to FDD
Al Kitchen & Bath Franchising, LLC

ELECTRONIC FUNDS WITHDRAWAL AUTHORIZATION

Bank Name:

Routing #:

Acct. No.:

Entity Name on Acct.:

Effective as of the date of the signature below,

(“Franchisee”), hereby authorizes Al Kitchen & Bath Franchising, LLC (“Company”), or its designee, to
withdraw funds from the above-referenced bank account, electronically or otherwise, and to make the
following payments to Company under the Franchise Agreement for the Franchised Business located
at: (i) all Royalty Fees; (ii) all Brand Fund Contributions,
Technology Fees, Call Center Fees or other recurring fees; and (iii) any other fees due and owing under
the Franchise Agreement. Franchisee acknowledges that Royalty Fees and all other fees may be collected
by Franchisor in the manner provided for in the Franchise Agreement. Such withdrawals shall occur on a
monthly basis, or on such other schedule as Company shall specify in writing. Company is also authorized
to deposit the Gross Revenue of Franchisee’s Franchised Business, less all amounts due under the
Franchise Agreement, into the above-referenced account, electronically or otherwise. Such deposits shall
occur on a monthly basis, or on such other schedule as Company shall specify in writing. This authorization

shall remain in full force and effect until terminated in writing by Company. Franchisee shall provide
Company, in conjunction with this authorization, a voided check from the above-referenced account.

FRANCHISEE:

(Individual, Partnership or Corporation Name)

By:

Name:

Title:

Date:
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MULTI-UNIT ADDENDUM
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MULTI-UNIT ADDENDUM

This  Multi-Unit  Addendum  (the “Addendum”) is made and entered into on
(the “Effective Date™), by and between: (i) Al Kitchen & Bath Franchising, LLC,
a North Carolina limited liability company with a business address at 107 Parr Drive, Huntersville, North
Carolina 28078 (“Franchisor”); and (ii)
a(n) with a business address at

(“Franchisee™).

BACKGROUND

A Contemporaneous with the execution of this Addendum, Franchisee and Franchisor
entered into (__) franchise agreements TD - (collectively, the “Applicable Franchise
Agreements”) and, under each such Applicable Franchise Agreement, Franchisee obtained the right and
undertook the obligation to operate a franchised business under Franchisor’s then-current proprietary

mark(s) (each, a “Franchised Business”).

B. Each Franchised Business has its own designated territory wherein Franchisee is required
to actively promote and operate the Franchised Businesses (each, a “Designated Territory” and collectively,
the “Designated Territories™).

C. Franchisor and Franchisee now wish to amend and otherwise clarify certain provisions in
the Applicable Franchise Agreements, pursuant to the terms and conditions of this Addendum.

AGREEMENT

NOW, THEREFORE, for valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties agree as follows:

1. Background; Definitions.

a. The parties acknowledge and agree that the Background portion of this Addendum,
including all definitions, representations and provisions set forth therein, is hereby incorporated by
reference as if set forth in this Section.

b. For purposes of this Addendum, if a capitalized term in this Addendum is not
specifically defined herein, that term will be given the same definition that the term is afforded in the
Applicable Franchise Agreements, as applicable.

2. Multi-Unit Fee in Lieu of Initial Franchise Fee. Notwithstanding anything contained in
Section 3.1 of the Applicable Franchise Agreements, Franchisee will not be required to pay Franchisor an
Initial Franchise Fee under any Applicable Franchise Agreement. Instead, Franchisee must pay Franchisor
a lump-sum multi-unit fee amounting to $ (the “Multi-Unit Fee”). There is one Opening
Assistance Fee of $5,000 for all Applicable Franchise Agreements under this Multi-Unit Addendum. The
entire Multi-Unit Fee and Opening Assistance Fee must be paid upon execution of this Addendum and the
Applicable Franchise Agreements, and the Multi-Unit Fee is deemed fully earned and the Multi-Unit Fee
and Opening Assistance Fee are non-refundable under any circumstances.

3. Minimum Monthly Royalty Fees. Notwithstanding anything contained in Section 3.2 of
the Applicable Franchise Agreements, Franchisee’s Minimum Royalty Fee is based upon the number of
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Franchised Businesses and the number of months the Franchised Business has been open and operating.
The Minimum Royalty Fee is as follows:

1 2 3 4 5
Time of Franchised Franchised Franchised Franchised Franchised
Operation Business Businesses Businesses Businesses Businesses
5% to 7% of 5% to 7% of 5% to 7% of 5% to 7% of 5% to 7% of
First 3 Months Gross Gross Gross Gross Gross
Revenue Revenue Revenue Revenue Revenue
4 to 12 Months $300 $600 $900 $1,200 $1,500
Second Year $1,500 $3,000 $4,500 $6,000 $7,500
Third Year+ $2,000 $4,000 $6,000 $8,000 $10,000

For each additional Franchised Business above 5 units:

o the First 3 months is 7-5% of Gross Revenue

e 4-12 montbhs is an additional $300 per Franchised Business

e Second Year is an additional $1,500 per Franchised Business
e Third Year + is an additional $2,000 per Franchised Business

4. Brand Fund, Local Advertising Requirement, and Call Center Fee. Notwithstanding
anything contained in Section 3.5, Section 3.6, and Section 3.11 of the Applicable Franchise Agreements,
Franchisor and Franchisee acknowledge and agree that for purposes of determining Gross Revenue for the
Brand Fund, Local Advertising Requirement, and Call Center Fee, Franchisee may aggregate Gross
Revenue of each Franchised Business operating under this Addendum. For purposes of clarification, the
monthly Local Advertising Requirement will be the greater of: (a) $3,000 for the first Applicable Franchise
Agreement and $1,500 for each additional contiguous Applicable Franchise Agreement; or (b) 3% of
aggregate Gross Revenue for each Applicable Franchise Agreement under this Addendum.

5. Technology Fee, Marketing Management Fee, and Online Local Presence Fee.
Franchisor and Franchisee acknowledge and agree that Franchisee will utilize (a) the same technology
package for all of its Franchised Businesses, (b) the same marketing materials for all of its Franchised
Businesses, and (c) the same website for all of its Franchised Businesses, and Franchisor will only require
Franchisee to pay the Technology Fee, Marketing Management Fee, and Online Local Presence Fee as if
Franchisee was only operating one Franchised Business.

6. Approved Location. Section 1.3 of the Applicable Franchise Agreements is hereby

amended to clarify that if Franchisee’s Designated Territories under the Applicable Franchise Agreements
are_contiguous, then Franchisee will only be obligated to secure 1 Approved Location that meets

Franchisor’s standards and specifications.

7. Inventory. Section 7.6.7 of the Applicable Franchise Agreements is hereby amended to
clarify that Franchisee must maintain sufficient levels of inventory, vehicles, supplies and equipment in
order to adequately meet consumer demand within the Designated Territories.

8. Initial Training Program. Section 8.1 of the Applicable Franchise Agreements is hereby
amended to clarify that Franchisee is only obligated to attend the Initial Training Program once.

9. Grand Opening Marketing. Section 12.5.1 of the Applicable Franchise Agreements is
hereby amended to clarify that if Franchisee operates the Franchised Business in Designated Territories
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that are contiguous to one another, then Franchisee is only obligated to spend the Grand Opening
Marketing fee of $15,000 (or $22,000 if Franchisor increases such amount) once.

10. Transfer Fee. Section 14.3.2.8 of the Applicable Franchise Agreements is hereby
amended to clarify that Franchisee is obligated to pay Franchisee a Transfer Fee of $10,000 in connection
with each Applicable Franchise Agreement/Designated Territory that Franchisee wishes to transfer.

11. Renewal Fee. Section 2.2.9 of the Applicable Franchise Agreements is hereby amended
to clarify that Franchisee is obligated to pay Franchisor a Renewal Fee of $5,000 in connection with the
first Applicable Franchise Agreement that Franchisee wishes to renew. The Renewal Fee for an additional
renewal of an Applicable Franchise Agreement under this Addendum that is renewed at the same time will
be $1,000.

12.  Transfer. Franchisor has the right to sell, transfer, assign and/or encumber all or any part
of Franchisor’s assets and Franchisor’s interest in, and rights and obligations under, this Addendum in
Franchisor’s sole discretion. Franchisee may not transfer its rights under this Addendum without
Franchisor’s prior written consent.

13. Default of Addendum Constitutes Default _Under All _Applicable Franchise
Agreements. In the event Franchisee breaches any of the provisions of this Addendum, such breach will
constitute a material default of all Applicable Franchise Agreements and must be cured within 30 days
from Franchisee’s receipt of Franchisor’s written notice of such breach as set forth in Section 15.4 of the
Applicable Franchise Agreements. If Franchisee fails to cure such breach(es) within the prescribed time
period, Franchisor may, at its option, terminate one or more of the Applicable Franchise Agreements
immediately upon providing written notice. Notwithstanding the foregoing, Franchisor will not terminate
any other Applicable Franchise Agreement under Franchisee’s Multi-Unit Addendum solely based upon
Franchisee’s failure to operate a Franchised Business under one of the Applicable Franchise Agreements
under Franchisee’s Multi-Unit Addendum.

14.  Governing Law. This Addendum shall be governed by and construed in accordance with
the laws of the State of North Carolina, without reference to this state’s conflict of laws principles.

15. Venue; Forum; Jurisdiction; Dispute Resolution. Franchisor and Franchisee agree and
acknowledge that the venue, forum, jurisdiction, and dispute resolution provisions of the Applicable
Franchise Agreements shall also apply to this Addendum.

16. Ratification of Applicable Franchise Agreements. Except as amended by this
Addendum, any and all other terms and conditions set forth in the Applicable Franchise Agreements are

hereby ratified and confirmed as if fully restated herein.

17. Entire Agreement. This Addendum constitutes the entire agreement between the parties
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 Franchisor made
in the Franchise Disclosure Document that was furnished to Franchisee.

18.  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.

© 2024 A1 Kitchen & Bath Franchising, LLC F-4
2024 FDD v1F



IN WITNESS WHEREOQF, the parties hereto, intending to be legally bound hereby, have duly
executed and delivered this Addendum on the date and year first written above.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC

(Individual, Partnership or Corporation Name)

By: By:

Name: Name:

Title: Title:

Date: Date:
© 2024 A1 Kitchen & Bath Franchising, LLC F-5
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SAMPLE ASSIGNMENT AND ASSUMPTION AGREEMENT TO A BUSINESS ENTITY
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SAMPLE ASSIGNMENT AND ASSUMPTION AGREEMENT
UPON TRANSFER TO A BUSINESS ENTITY
This Assignment and Assumption Agreement and Upon Transfer To A Business Entity (the
“Agreement”) is made on the date this agreement is signed by and between Al Kitchen & Bath
Franchising, LLC, a North Carolina corporation, with its principal place of business at 107 Parr Drive,

Huntersville, North Carolina 28078 (“Franchisor”) and . individually, with its
principal place of business at (referred to herein as
“Franchisee” “Owner” and “Guarantor”) (Franchisee, Owner, and Guarantor jointly referred to as
"Assignor"), and . an

(the "Assignee™).

BACKGR! D

A. Franchisee entered into [a Franchise Agreement] [# Franchise Agreements] with
Franchisor dated ,202 . TD - (the "Franchise Agreement(s)") for a
The Designery franchise to be operated within the territory set forth in the Franchise Agreements (the
“Franchised Business™).

B. Assignor, by transferring its ownership interest in Franchisee, desires to assign all
Assignor’s rights and obligations under the Franchise Agreement to Assignee. Assignee desires to obtain

these rights and is willing to assume these obligations.

C. Franchisor is willing to permit the assignment and assumption.

Now therefore, in consideration of the mutual promises and consents provided in this

Agreement, and other good and valuable consideration, the sufficiency and adequacy of which the
parties hereby acknowledge, the parties agree as follows:

TERMS OF AGREEMENT

1. Assignment and Assumption. Subject to the terms of this Agreement, Assignor

assigns to Assignee, by transfer of its ownership interest in Franchisee, all of Assignor’s right, title and
interest in the Franchise Agreements (including Amendments, ancillary agreements and Multi-Unit
Addendum) and delegates to Assignee all of Assignor's obligations under the Franchise Agreements
arising from and after the Effective Date. Assignee agrees to assume and perform all of Assignor’s
obligations under the Franchise Agreements arising from and after the Effective Date. Simultaneously

with the Assignment contemplated herein, the assigned Franchise Agreements will be amended to
specify is the Franchisee.

. ignor. The assignment by Assignor of Assignor’s rights and
obligations under the Franchise Agreements will not relieve Assignor or Franchisee of obligations under
the Franchise Agreements that accrue before the Effective Date or after the Effective Date that are related
to events occurring before the effective date of the transfer. Notwithstanding the foregoing, Assignor must
report all revenue collected prior to the Effective Date and pay all royalties due thereon, on or before the
10th of the month (or the next business day after the 10th if the 10th is not a business day) following the
month in which the assignment transaction closes. Assignee will be responsible for reporting all amounts
collected after the Effective Date and paying all royalties on amounts collected after the Effective Date in
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accordance with the Franchise Agreements between Assignee and Franchisor. In addition, if assignor
collects any amounts after the Effective Date that relate to operation of the business prior to (or after) the
Effective date, Assignor must report all such collections to Franchisor on a monthly basis consistent with
terms of the Franchise Agreements in effect as of the Effective Date and Assignor must pay royalties on
those collections on a monthly basis consistent with terms of the Franchise Agreements in effect as of the
Effective Date.

3. Transfer Fees. Because this is a transfer from an individual to a business entity, no
transfer fee applies.

4. Preconditions to Consent. In order to cause Franchisor to consent to such sale, waive
such right of first refusal, and to gain other benefits to the Assignees and the Assignors, the Assignees and
Assignors have agreed to their respective commitments under this Consent.

5. Consent and Waiver of Right of First Refusal. As of the Effective Date, Franchisor
consents to the transfer of the rights and obligations of the Assignor in and to the Franchisee, the Franchise
Agreements, and the related franchised business to the Assignee. Assignor confirms that they have
transferred all rights (whether held personally or otherwise) in and to the Franchisee, the Franchise
Agreements, and the related franchise business to Assignee, together with all rights in and to all real and
personal property used in the operations of the Franchise and the related Franchised Business. Franchisor
hereby declines to exercise its right of first refusal with regard to the proposed transfer contemplated
between the Assignee and Assignor.

6 Acknowledgment. Assignor, Assignee and Franchisor agree that the assignment of

Assignor’s Franchised Business and the Franchise Agreements (and the related agreements, if any) to
Assignee were not affected by or through Franchisor, and that Franchisor's activities in connection
therewith were limited to the exercise of its right of approval under the Franchise Agreements.

1. Limited Release by Assignee. Assignee, for itself and its officers, directors
stockholders, members, managers, partners, agents, heirs, executors, administrators, legal successors
and assigns, release and forever discharge A1 Kitchen & Bath Franchising, LLC, and DDL Investments,
Inc., and each of their respective parents, subsidiaries and affiliates, and the respective officers,
directors, stockholders, members, managers, partners, employees, agents, attorneys, contractors, legal

successors and assigns of each of the forgoing entities in their corporate and individual capacities
(“Franchisor-Related Persons/Entities™), of and from all manner of actions, causes of action, suits, debts,
dues, sums of money, accounts, reckonings, bonds, bills, specialties, covenants, contracts, agreements,
controversies, promises, variances, trespasses, damages, judgments, executions, claims and demands
whatsoever, in law, admiralty or in equity, that Assignee and/or Assignee’s officers, directors,
stockholders, members, managers, partners, agents, heirs, executors, administrators, legal successors
and assigns ever had, now has, or that they hereafter can or may have for, on or by reason of any matter.
cause or thing whatsoever, from the beginning of the world to the Effective Date, including, without
limitation, claims arising under federal, state and local laws, rules and ordinances that are related to the
assignment of the Franchise Agreements (“Assignee Claims”). For the absence of confusion, the
Assignee Claims do not relate to any claim of Assignee (or any person claiming through Assignee)
arising under the Franchise Agreements following the Effective Date.
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Being fully informed, Assignee(s) waive any rights on, and acknowledges that this release
extends to all Assignee Claims Assignees have or might have against Franchisor-Related
Persons/Entities, whether known or unknown.

8 General Release by Assignor/Franchisee and Guarantors. The Assignor, for
themselves, Franchisee, and, as applicable, their officers, directors, stockholders, members, managers,
partners, agents, heirs, executors, administrators, legal successors and assigns, release and forever

discharge the Franchisor-Related Persons/Entities. of and from all manner of actions, causes of action,
suits, debts, dues, sums of money, accounts, reckonings, bonds, bills, specialties, covenants, contracts

agreements, controversies, promises, variances, trespasses, damages, judgments, executions, claims and
demands whatsoever, in law, admiralty or in equity, that Assignor and/or Assignor’s officers, directors,

stockholders, members, managers, partners, agents, heirs, executors, administrators, legal successors
and assigns, ever had, now has, or that they hereafter can or may have for, on or by reason of any matter,

cause or thing whatsoever, from the beginning of the world to the day of this Agreement, including,
without limitation, claims arising under federal, state and local laws, rules and ordinances (“Assignor

Claims™).

Being fully informed, Assignor(s) waive any rights on, and acknowledge(s) that this release
extends to all Assignor Claims Assignors have or might have against Franchisor-Related
Persons/Entities, whether known or unknown.

9. Assumption of Risk. The Guarantor and Assignor/Franchisee(s) expressly assume the
risk of any mistake of fact or fact of which they may be unaware or that the true facts may be other than
any facts now known or believed to exist by Guarantor or Assignor/Franchisee(s), and it is the
Guarantor’s, Assignor’s, and Franchisee’s intention to forever settle, adjust and compromise any and
all present and/or future disputes with respect to all matters from the beginning of time to the date of
this document finally and forever and without regard to who may or may not have been correct in their
understanding of the facts, law or otherwise. All releases given by the Guarantor and
Assignor/Franchisee are intended to constitute a full, complete, unconditional and immediate
substitution for any and all rights, claims, demands and causes of action whatsoever which exist, or
might have existed, on the date of this document. The Guarantor and Assignor/Franchisee represent and
warrant that they have made such independent investigation of the facts, law and otherwise pertaining
to_all matters discussed, referred to or released in or by this document as the Guarantor and
Assignor/Franchisee, in each of their independent judgment, believe necessary or appropriate. The
Guarantor and Assignor/Franchisee have not relied on any statement, promise, representation or
otherwise, whether of fact, law or otherwise, or lack of disclosure of any fact, law or otherwise, by the

Franchisor-Related Persons/Entities or anyone else not expressly set forth herein, in executing this
document and/or the related releases.

10. Amendment to Statement of Ownership. The Statement of Ownership to the
Franchise Agreements is hereby amended by deleting it in its entirety and replacing it with the updated
Statement of Ownership attached as Exhibit A to this Agreement.

11. Personal Guaranty. The Personal Guaranty to the Franchise Agreements is hereby
amended by deleting it in its entirety and replacing it with the updated Personal Guaranty attached as
Exhibit B to this Agreement.
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12. Entire Agreement. This Agreement represents the entire understanding and agreement
between the parties with respect to the subject matter of this Agreement and supersedes all other
negotiations, understandings and representations, if any, made by the parties with respect to the subject

of this Agreement.

13. Assignment; Parties In Interest. This Agreement is binding on and inures to the
benefit of the parties and their respective successors and assigns, but this Agreement and the rights or
obligations in this Agreement may not be assigned by any party without the other parties’ consent,
except that Franchisor has the right to assign this Agreement, to any person, firm, corporation or other

entity, if the assignment is made with Franchisor’s assignment of its rights under the Franchise
Agreements. This Agreement is made for the benefit of the parties, and nothing in this Agreement is

intended to or confers any benefit on any other person, association or entity. If the Assignors,
Guarantors, Assignee or any third party, or anyone acting for or on behalf of such persons or any third
party, or any of them, claim to have received, from Assignee, Assignor, or otherwise, any interest in any
of the Assignee Claims or Assignor Claims, commence, join in, or in any manner seek relief through
any suit (or otherwise) arising out of, based upon or relating to any of the Assignee Claims or Assignor
Claims released hereunder or in any manner asserts against all or any of the Franchisor-Related
Persons/Entities relating to any of the Assignee Claims or Assignor Claims released hereunder, the
Assignors (with regard to Assignor Claims), jointly and severally, and Assignees (with regard to
Assignee Claims), jointly and severally, agree to pay all documented attorneys’ fees and other
documented costs incurred by any of the Franchisor-Related Persons/Entities in defending or otherwise
responding to said suit or assertion directly to the Franchisor-Related Persons/Entities incurring such
costs.

14. Notices. Notices required or permitted hereunder shall be given in writing and deemed
given upon receipt when delivered personally or by overnight courier or by certified mail, return receipt
requested, and addressed as follows (or as otherwise provided by a Party by written notice under this

Section 14):

Notices to Assignee:

Notices to Al Kitchen & Bath Franchising, LLC
Franchisor: 107 Parr Drive

Huntersville, NC 28078
Attn: Legal Department

15. Authority/Agreement. The Parties each warrant and represent to the other that they
have the power and authority to enter into this Consent and will be bound by the terms hereof.
NOTWITHSTANDING ANY OTHER WRITING, CONVERSATION, OR OTHER
COMMUNICATION OUTSIDE OF THIS CONSENT, THE PARTIES ACKNOWLEDGE AND
AGREE THAT THERE ARE NO DISPUTES AS TO THE TERMS OF THIS CONSENT,
INCLUDING BUT NOT LIMITED TO THE SCOPE OF THE RELEASES OUTLINED IN
SECTIONS 7 AND 8 ABOVE, ALL SUCH OBJECTIONS, IF ANY, BEING EXTINGUISHED AND
OF NO FURTHER FORCE OR EFFECT, BY SIGNING THIS CONSENT. ASSIGNORS
REPRESENT, WARRANT, AGREE, AND ACKNOWLEDGE THAT THEY HAVE READ,
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UNDERSTAND, AND AGREE TO THE TERMS OF THIS SECTION 15 AND SECTION 8, AND
THAT ASSIGNORS HAVE FURTHER CONSULTED WITH LEGAL COUNSEL WHO HAS READ
THIS SECTION 15 AND SECTION 8, AND THAT ASSIGNORS UNDERSTAND AND FULLY
AGREE TO THE TERMS OF SECTION 15 AND SECTION 8. ASSIGNORS FURTHER
REPRESENT THAT THEY HAVE HAD SUFFICIENT TIME AND OPPORTUNITY TO REVIEW
THE TERMS OF THIS SECTION 15 AND SECTION 8, SEEK ADVICE FROM THEIR COUNSEL
OR RECORD AND THAT THEY MAKE THE REPRESENTATIONS AND AGREE TO THESE
TERMS FREELY. ASSIGNEES REPRESENT, WARRANT, AGREE, AND ACKNOWLEDGE
THAT THEY HAVE READ, UNDERSTAND, AND AGREE TO THE TERMS OF THIS SECTION
15 AND SECTION 7, AND THAT ASSIGNEES HAVE FURTHER CONSULTED WITH LEGAL
COUNSEL WHO HAS READ THIS SECTION 15 AND SECTION 7, AND THAT ASSIGNEES
UNDERSTAND AND FULLY AGREE TO THE TERMS OF SECTION 15 AND SECTION 7.
ASSIGNEES FURTHER REPRESENT THAT THEY HAVE HAD SUFFICIENT TIME AND
OPPORTUNITY TO REVIEW THE TERMS OF THIS SECTION 15 AND SECTION 7, SEEK
ADVICE FROM THEIR COUNSEL OR RECORD AND THAT THEY MAKE THE
REPRESENTATIONS AND AGREE TO THESE TERMS FREELY.

16. Binding Effect. This Consent shall be binding upon and inure to the benefit of the
Parties and, their respective administrators, representatives, heirs, successors, officers, directors,
affiliates, successors, insurers and assigns.

17. Dispute Resolution. In the event of a dispute between the Parties relating to the
interpretation or enforcement of this Consent the Parties agree that the dispute resolution provisions of
the Franchise Agreements requiring pre-arbitration mediation and arbitration of disputes will apply and
that all court proceedings, arbitration proceedings, mediation proceedings, lawsuits, court hearings and
other hearings initiated by Franchisor or Assignors must and will be venued exclusively in Huntersville,
North Carolina. The Parties do hereby agree and submit to personal jurisdiction in the State of North
Carolina for the purposes of any suit, proceeding or hearing brought to enforce or construe the terms of
this Consent or to resolve any dispute or controversy arising under, as a result of, or in connection with
the Consent or the parties' relationship. The parties do hereby agree and stipulate that any such suits,
proceedings and hearings will be exclusively venued and held in Mecklenburg County, North Carolina.
Assignors and Assignees waive any rights to contest such venue and jurisdiction and any claims that
such venue and jurisdiction are invalid.

18. Attorney Fees. If any party retains the services of legal counsel to enforce the terms of
this Agreement and prevails in such enforcement action, it shall be entitled to recover all reasonable and
documented costs and expenses, including reasonable attorneys” fees incurred in enforcing the terms of
this Agreement.

19. Venue and Jurisdiction. Assignor and Assignee agrees that they have and had a
relationship with Franchisor at its offices in the State of North Carolina, and each Party agrees that, with
the exception of Franchisor’s right to seek injunctive relief in any appropriate jurisdiction, any action
by or against Franchisor arising out of or relating to this Agreement shall be commenced and concluded
in the State of North Carolina pursuant to the mediation, arbitration, and litigation venue and jurisdiction
provisions of the Franchise Agreements. This Agreement shall be construed under the laws of the State
of North Carolina, which laws shall control in the event of any conflict of law.
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20. Severability. If any portion of this Consent is held invalid by a court or arbitrator, the
remainder of this Consent shall be enforced in harmony with the purpose of this Consent and the intent
of the Parties at the time of its making. If any provision of this Consent is held to be excessive as to
time or scope, then that provision shall be interpreted as if its provisions reached only to the maximum
extent enforceable under applicable law.

21. Headings. The headings used in this Consent are merely for identification of the
substantive provisions; and to the extent they conflict with any substantive portion of this Consent, they
are to be disregarded.

22. Construction. The Parties hereto hereby mutually acknowledge this Consent was
mutually drafted and it shall not be construed for or against any Party on the basis of the drafting of any
particular provision or the document of the whole, but rather shall be given a fair and reasonable
interpretation, based on the plain language of this Consent in expressing the Parties’ intent.

23. Counterparts. This Agreement may be executed in multiple counterparts by the
various parties and the failure to have the signatures of all parties on a single Agreement shall not affect
the validity or enforceability of any part of this Agreement against any party who executes any

counterpart of the Agreement. Executed facsimile or other electronically delivered copies of this
Agreement shall be deemed to be effective as original signatures.

24. Definitions. Unless otherwise stated, all terms used in this Agreement have the same
meaning as indicated in the Franchise Agreements.

I HAVE READ THE ABOVE AGREEMENT AND DERSTAND ITS TERMS. 1
LD T SI THIS AGREEMENT IF I DID T UNDERSTAND AND AGREE T
BE BOUND BY ITS TERMS.

© 2023 Al Kitchen & Bath Franchising, LLC B-A-7
2023 FDD 1 v1F (MN)



IN WITNESS WHEREOQF, the parties have set their hands and seals.

ERANCHISOR:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

Jeffrey R. Dudan, President
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ASSIGNOR:

Individually

ASSIGNEE:

[ENTITY

a
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EXHIBIT ATO ASSIGNMENT AND ASSUMPTION (TO BUSINESS ENTITY)
STATEMENT OF OWNERSHIP

FRANCHISEE:
Form of Ownership
(Check One)
O_ Individual O Limited Liability Company Oa Limited Partnership
d_Corporation [0 General Partnership

If a Partnership, provide name and address of each partner showing percentage owned,
whether active in management, and indicate the state in which the partnership was formed.

If a Corporation, provide the state and date of incorporation, the names and addresses of each

officer and director, and list the names and addresses of every shareholder showing what percentage of
stock is owned by each.

If a Limited Liability Company, provide the state and date of formation, the name and address
of the manager(s), and list the names and addresses of every member and the percentage of membership
interest held by each member.

State and Date of Formation/Incorporation:

Management (managers, officers, board of directors, etc.):

Name

=
)

Members, Stockholders, Partners:

Name Address Percentage Owned
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This form is current and complete as of . 202 .

FRANCHISEE:

ENTITY

a
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EXHIBIT B TO ASSIGNMENT AND ASSUMPTION (TO BUSINESS ENTITY)
Al KITCHEN & BATH FRANCHISING, LLC
FRANCHISE AGREEMENTS

PERSONAL GUARANTY

NOTE: IF FRANCHISEE IS A CORPORATION, EACH OF FRANCHISEE’S SHAREHOLDERS
AND THEIR SPOUSES MUST EXECUTE THE FOLLOWING UNDERTAKING. IF
FRANCHISEE IS A PARTNERSHIP, EACH OF FRANCHISEE’S GENERAL PARTNERS
AND THEIR SPOUSES MUST EXECUTE THE FOLLOWING UNDERTAKING. IF
FRANCHISEE IS A LIMITED LIABILITY COMPANY. EACH OF FRANCHISEE’S
MEMBERS AND MANAGERS AND THEIR SPOUSES MUST EXECUTE THE
FOLLOWING UNDERTAKING.

Definition of “Franchisee:” (person(s) or
entity)
O Individual Oa Limited Liability Company O Corporation

O General Partnership O Limited Partnership

ARTICLE |
PERSONAL GUARANTY

The undersigned persons (individually and collectively “you” or “Personal Guarantors™) hereby
represent to Al Kitchen & Bath Franchising, LLC (“Franchisor”) that you are all of the owners,
shareholders, general partners, or members and managers, or the spouse of any such owner, shareholder,
general partner, member or manager of the Franchisee. In consideration of the grant by Franchisor to
Franchisee, as provided in the foregoing Franchise Agreements (the “Franchise Agreements™), each of
you hereby agree, in consideration of benefits received and to be received by each of you, jointly and
severally, and for yourselves, your heirs, legal representatives and assigns, to be firmly bound by all of
the terms, provisions and conditions of the foregoing Franchise Agreements, and any other agreement
between Franchisee and Franchisor and/or its affiliates, and do hereby unconditionally guarantee the
full and timely performance by Franchisee of each and every obligation of Franchisee under the
aforesaid Franchise AgreementAgreements or other agreement between Franchisor and Franchisee,
including, without limitation, any indebtedness of Franchisee arising under or by virtue of the aforesaid
Franchise AgreementAgreements and that you (jointly and individually) will not permit or cause any
change in the percentage of Franchisee owned, directly or indirectly, by any person, without first
obtaining the written consent of Franchisor prior to said proposed transfer, which consent must not be
unreasonably withheld, and without first paying or causing to be paid to Franchisor the transfer fee
provided for in said Franchise AgreementAgreements, if applicable, and without otherwise complying
with the transfer provisions of the foregoing Franchise AgreementAgreements. You further agree to be
bound by the in-term and post-term non-competition and non-solicitation covenants set forth in
Section-_17 of the Franchise AgreementAgreements, as well as all other covenants set forth in the
Franchise AgreementAgreements, including, but not limited to, those concerning confidentiality
(Section-5 of the Franchise AgreementAgreements) and indemnification (Section- 13.2 of the Franchise
AgreementAgreements). You agree that this personal guaranty (the “Guaranty”) will be governed by
the dispute resolution procedures set forth in Section 18 of the Franchise Agreement-Agreements.
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ARTICLE I
CONFIDENTIALITY

During the term of this Guaranty, you will receive information which Franchisor considers a
trade secret and confidential information (“Confidential Information™). You shall not, during the term
of this Guaranty or thereafter, communicate, divulge, or use for the benefit of any other person,
partnership, association, corporation, or limited liability company any Confidential Information,
including, without limitation, Franchisor’s Operations Manual and its contents; price lists and standards
and specifications for the Approved Products and Approved Services; standards and specifications
related to Franchisor’s integrated bookkeeping system; and other methods, techniques and know-how
concerning the operation of a Franchised Business of which you may be apprised by virtue of your role
as a Personal Guarantor of Franchisee.

ARTICLE I
NON-COMPETITION

1. During the Term of the Franchise AgreementAgreements. During the term of the Franchise
AgreementAgreements, neither yous nor your owners, principals, officers, directors, nor any members
of your family or the family of your owners, officers, directors or principals may, directly or indirectly,
for themselves or through, on behalf of, or in conjunction with any other person or entity:

a. Own, maintain, engage in, be employed as an officer, director, principal of, lend
money to, extend credit to, or have any interest in, any other business that, directly or indirectly, by itself
or through licensees or franchisees, offers the Approved Products or Approved Services, or any other
products and/or services authorized or offered for sale by System franchisees (a “Competitive
Business™) within the Designated Territory or the Designated Territory of any other System franchisee,
provided that this Article- ITI(1) does not apply to: (i) such person’s ownership of a Franchised Business
under a Franchise AgreementAgreements with Franchisor; or (ii) such person’s ownership of a less than
five percent (5%) legal or beneficial interest in any publicly--traded company providing such services;

b. Employ or seek to employ any person who is at that time employed by
Franchisor, Franchisor’s affiliates, or any other System franchisee, or otherwise directly or indirectly
induce or seek to induce such person to leave his or her employment thereat; or

c. Solicit any current, former or prospective customer solicited by Franchisee’s
Franchised Business, or any other customer of whom Franchisee has become aware as a result of access
to Franchisor’s System, or other franchisees for any competitive purpose.

2. After the Term of the Franchise AgreementAgreements. For a period of twe—{2}
years after the expiration and nonrenewal, transfer or termination of the Franchise
AgreementAgreements, regardless of the cause, neither you, nor your owners, principals, officers,
directors, nor any members of your family or the family of your owners, officers, directors, or principals
may, directly or indirectly, for themselves or through, on behalf of, or in conjunction with any other
person or entity:
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a. Own, maintain, engage in, be employed as an officer, director, principal of, lend
money to, extend credit to, or have any interest in any Competitive Business: (i) within the Designated
Territory; (ii) within a twenty-five(25)--mile radius of the Designated Territory of any other Franchised
Business; or (iii)- within a twenty-five-(25)--mile radius of any System business operated by Franchisor
or its affiliate, provided that this Article- IT1I(2) does not apply to: (A) such person’s ownership of a
Franchised Business under a Franchise AgreementAgreements with Franchisor; or (B) such person’s
ownership of a less than five percent (5%) legal or beneficial interest in any publicly-traded company
providing services the same as or similar to a Competitive Business;

a———Employ or seek to employ any person who is at that time employed by Franchisor,
Franchisor’s affiliates, or any other System franchisee, or otherwise directly or indirectly induce or seek to
induce such person to leave his or her employment thereat; orEmploy-orseek-to-employ-any-persen-whe-is

hanaica
7

b-C. Solicit any current, former or prospective customer solicited by Franchisee’s
Franchised Business or any other customer of whom Franchisee has become aware as a result of access
to Franchisor’s System, or other franchisees for any competitive purpose.

3. Intent and Enforcement. It is the parties' intent that the provisions of this Article 111
be judicially enforced to the fullest extent permissible under applicable law. Accordingly, the parties
agree that any reduction in scope or modification of any part of the noncompetition provisions contained
herein shall not render any other part unenforceable. In the event of the actual or threatened breach of
this Article 11l by you, any of your principals, or any members of their immediate family, Franchisor
shall be entitled to an injunction restraining such person from any such actual or threatened breach. You
agree that in the event of the actual or threatened breach of this Article III, Franchisor’s harm will be
irreparable, and that Franchisor has no adequate remedy at law to prevent such harm. You acknowledge
and agree that each of you has previously worked or been gainfully employed in other careers and that
the provisions of this Article Il in no way prevent you from earning a living. You further acknowledge
and agree that the time limitation of this Article I11 shall be tolled during any default under this Guaranty.

ARTICLE IV
DISPUTE RESOLUTION

1. Acknowledgment.  You acknowledge that this Guaranty is not a franchise
agreementFranchise Agreements and does not confer upon you any rights to use the Franchisor’s
Proprietary Marks or its System.

2. Governing Law. This Guaranty shall be deemed to have been made in and governed
by the laws of the State of North- Carolina, without any reference to North-_Carolina conflict of laws
principles.

3. Internal Dispute Resolution. Franchisee and Franchisor believe that it is important to
resolve any disputes amicably, quickly, cost-effectively and professionally and to return to business as
soon as possible. Franchisee and Franchisor have agreed that the provisions of Sections- 3 and 4 of this
Personal Guaranty support these mutual objectives and, therefore, agree as follows. Any disagreement,
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litigation, claim, dispute, suit, action, controversy or proceeding of any type whatsoever, including any
claim for equitable relief and/or where Franchisee is acting as a “private attorney general” suing pursuant
to a statutory claim or otherwise between or involving a Guarantor, Franchisee and/or Franchisor, on
whatever theory and/or facts based, and whether or not arising out of this Guaranty (including any
dispute or disagreement relating to arbitration, including the arbitrability of this Guaranty or any of its
provisions), or offer, sale or negotiation of a The Designery Franchise, or the relationship of the parties
arising from the Franchise or from entering this Guaranty or the Franchise AgreementAgreements, or
any claim that this Guaranty or the Franchise AgreementAgreements or any part thereof is invalid, illegal
or otherwise voidable, void or unenforceable (“Dispute”) will be processed in the following manner,
Franchisee and Franchisor each expressly waiving all rights to any court proceeding, except as expressly
provided below in Section- 4.1. Personal Guarantor must first bring any claim or Dispute between
Franchisee and Franchisor or Personal Guarantor and Franchisor to Franchisor’s management; after
providing notice as set forth in Section 4.8 below. Personal Guarantor must exhaust this internal Dispute
resolution procedure before Personal Guarantor may bring Personal Guarantor’s Dispute before a third
party. This agreement to first attempt resolution of Disputes internally shall survive termination or
expiration of this Guaranty. Personal Guarantor and Franchisor agree that the franchise relationship is
unique and that as a result, it is important that anyone who serves as a mediator or arbitrator in a Dispute
must have a minimum of seven-(7} years’ substantive experience in franchise law.

1———Mediation-

4. /Arbitration. If Personal Guarantor and Franchisor are unable to resolve a Dispute
using the internal Dispute resolution procedure, then Disputes, which are not first resolved through the
internal Dispute resolution procedure set forth in Section- 3 above; must be submitted first to non-
binding mediation in Mecklenburg County, North-_Carolina under the auspices of the American
Arbitration Association (“AAA”), in accordance with AAA's Commercial Mediation Rules then in
effect. The mediation will be conducted by one mediator with at least seven—#} years of substantive
experience in franchise law who will be appointed under the AAA’s Commercial Mediation Rules and
who will conduct the mediation in accordance with such rules. Mediation must be conducted on an
individual, not a class-wide, basis; only Franchisor (and/or its affiliates and its and their respective
owners, officers, directors, agents and employees) and Franchisee (and/or its Owners, guarantors,
affiliates, officers, directors, agents and employees, if applicable) may be the parties to any mediation
proceeding described in this Section, and no such mediation proceeding may be consolidated with any
other mediation proceeding between Franchisor and any other person, corporation, limited liability
company or partnership. Franchisor and Personal Guarantor agree that statements made by Franchisor,
Personal Guarantor or any other party in any such mediation proceeding will not be admissible in any
arbitration or other legal proceeding. If the mediation proceedings have been terminated either: (i) as
the result of a written declaration of the mediator(s) that further mediation efforts are not worthwhile;
or (ii) as—a—resut—ofa—if the mediation does not resolve the dispute by written declaration—by
Franehisoragreement within 14 days after the mediation, then, subject to the exclusions set forth in
Section- 4.1, all Disputes must be submitted to binding arbitration before one arbitrator of the AAA in
accordance with its commercial arbitration rules. The arbitration will be conducted by one arbitrator
with at least seven {7)-years of substantive experience in franchise law who will be appointed under the
AAA’s Commercial Arbitration Rules and who will conduct the arbitration in accordance with such
rules. Except as provided in Section- 4.1, no party may file litigation involving any Dispute unless it has
complied with the mediation and arbitration provisions in this Article regarding that Dispute. "Filing
litigation" includes asserting a counterclaim, third-party claim or other claim relating to a Dispute
(irrespective of whether the party asserting the claim filed the legal action in which the claim is asserted).
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Franchisor’s rights to mediation and arbitration, as set forth herein; may be specifically enforced by
Franchisor. Each party shall bear its own cost of mediation and arbitration; and Franchisor and Personal
Guarantor shall share mediation costs equally. This agreement to mediate and arbitrate shall survive any
termination or expiration of this Guaranty.

4.14.11 The parties shall not be required to first attempt to mediate or arbitrate a
controversy, Dispute, or claim through mediation as set forth in this Section- 4.1 if such controversy,
Dispute, or claim concerns an allegation that a party has violated (or threatens to violate, or poses an
imminent risk of violating):

4114111 Any federally protected intellectual property
rights in the Proprietary Marks, the System, or in any Confidential Information;

4124112 Any claims pertaining to or arising out of any
warranty issue;

4434113 Any of the restrictive covenants contained in
this Guaranty;

4144114 Any of Franchisee’s payment obligations that

are more than forty-five (45) days past due;

4454115 Any claims arising out of or related to fraud or
misrepresentation by Personal Guarantor, Franchisee, or Franchisee’s insolvency;

4164.11.6 Any claims relating to Franchisee’s
obligations on termination or expiration of this Guaranty;

4174117 Any claims relating to any Transfer of an
interest in Franchisee, the Franchised Business or Franchisee’s assets; or

4184.11.8 Any matters involving danger, health or

safety.

42412 Interpretation. The provisions of this Guaranty must be construed as
independent of any other covenant or provision of this Guaranty. However, if a court or arbitrator of
competent jurisdiction determines that any provisions are unlawful, that court or arbitrator is to modify
or interpret the provisions to the minimum extent necessary to have them comply with the law.
Notwithstanding any provision relating to the state laws by and under which this Guaranty must be
governed and construed, all issues relating to arbitrability or the enforcement of the agreement to
arbitrate in this Guaranty must be governed by the United States Arbitration Act (9 U.S.C. § 1 et seq.)
and the Federal common law of arbitration. The arbitrator, and not any federal, state or local court, shall
have exclusive authority to resolve any Dispute relating to the interpretation, applicability,
unconscionability, arbitrability, enforceability or formation of this Guaranty, including any claim of
fraud in the inducement or that all or any part of the Guaranty is void or voidable. However, the
preceding sentence shall not apply to the clause entitled “Class Action Waiver.”
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4.34.13 Judgment. Judgment on an arbitration award may be entered in any court of
competent jurisdiction. This judgment is binding, final and non-appealable.

4.44.14 Failure to Appear. The arbitration and mediation provisions in this Article
are self-executing and remain in full force and effect after the expiration or sooner termination of this
Guaranty. If either party fails to appear at any properly noticed arbitration proceeding, notwithstanding
failing to appear, an award may be entered against that party by default or otherwise.

4:54.15 _Class Action Waiver. Any proceeding (whether mediation, arbitration, trial
by a court or jury, appeal or otherwise) must be brought in the parties’ individual capacity and not as a
plaintiff or class member in any purported class, collective, representative, multiple plaintiff or similar
proceeding (“Class Action™). Personal Guarantor and Franchisor expressly waive any ability to maintain
any Class Action in any forum. Further, an arbitration proceeding between Franchisor and Personal
Guarantor (or any of Franchisee’s or Franchisor’s affiliates and owners and guarantors) may not be
consolidated with any other arbitration proceeding between them and any other franchisee, person or
entity. Personal Guarantor hereby agrees not to seek joinder of any of its claims with those of any other
party. The arbitrator shall not have authority to combine or aggregate similar claims or conduct any
Class Action nor make an award to any person or entity not a party to the arbitration. Any claim that all
or part of this Class Action Waiver is unenforceable, unconscionable, void or voidable may be
determined only by a court of competent jurisdiction and not by an arbitrator. PERSONAL
GUARANTOR AND FRANCHISOR UNDERSTAND THAT FRANCHISOR WOULD HAVE HAD
A RIGHT TO LITIGATE THROUGH A COURT, TO HAVE A JUDGE OR JURY DECIDE ITS
CASE, AND TO BE PARTY TO A CLASS OR REPRESENTATIVE ACTION. HOWEVER,
PERSONAL GUARANTOR AND FRANCHISOR UNDERSTAND AND CHOOSE TO WAIVE
THAT RIGHT AND HAVE ANY CLAIMS DECIDED INDIVIDUALLY THROUGH
ARBITRATION. Itis Personal Guarantor’s and Franchisor’s joint business judgment that the limitations
of this subsection make good business sense, because:

4514151 the mediation and arbitration procedures
contemplated by this Guaranty (and which Personal Guarantor and Franchisor agree are the core
methods for resolving Disputes) function most effectively on an individual case basis;

4.5:24.15.2  there are significant business and other factors present in each
individual Personal Guarantor’s situation which should be respected; and

4.5:34.15.3 the economic interests of lawyers on either side in class-wide or
multiple plaintiff disputes, as well as the tendency to polarize positions makes accommodation and
compromise, as a practical business matter, less easily achieved, which would be a serious detriment to
Personal Guarantor’s and Franchisor’s business interests, as well as those of the entire Franchise System,
in quickly, amicably and economically resolving any Dispute.

4.64.16  Selection of Venue. Nothing contained in this Guaranty shall prevent
Franchisor from applying to and obtaining from any court having jurisdiction, a writ of attachment, a
temporary injunction, preliminary injunction and/or other emergency relief available to safeguard and
protect Franchisor’s interests. The parties expressly agree to the jurisdiction and venue of any court of
general jurisdiction in Mecklenburg County, North- Carolina and the jurisdiction and venue of the
United States District Court for the Western District of North- Carolina. Personal Guarantor
acknowledges that this Guaranty has been entered into in the State of North-_Carolina, and that
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Franchisee, whose obligations Personal Guarantor is guaranteeing, is to receive valuable and continuing
services emanating from Franchisor’s headquarters in Huntersville, North- Carolina, including, but not
limited to, training, assistance, support and the development of the System. In recognition of such
services and their origin, Personal Guarantor hereby irrevocably consents to the personal jurisdiction of
the state and federal courts of North- Carolina as set forth in this Section.

474.17 Third Party Beneficiaries. Franchisor’s officers, directors, shareholders,
members, agents and/or employees are express third party beneficiaries of the provisions of this
Guaranty, including the mediation provision set forth in this Section-_4, each having authority to
specifically enforce the right to mediate and-arbitrate-claims asserted against such person(s) by Personal
Guarantor.

4:84.18 Prior Notice of Claims. As a condition precedent to commencing an action
for damages or for violation or breach of this Guaranty, Personal Guarantor must notify Franchisor
within thirty(30) days after the occurrence of the violation or breach, and failure to timely give such
notice shall preclude any claim for damages.

4.94.19 No Right to Offset. Personal Guarantor shall not withhold all or any part of
any payment to Franchisor or any of its affiliates on the grounds of Franchisor’s alleged nonperformance
or as an offset against any amount Franchisor or any of Franchisor’s affiliates allegedly may owe
Franchisee under this Guaranty or any related agreements.

4-1404.20 Injunctive Relief. The Franchised Business is intended to be one of a large
number of businesses identified by the Proprietary Marks selling to the public the Approved Products
and Approved Services associated with the Proprietary Marks. Consequently, a single Personal
Guarantor’s failure to comply with the terms of its franchise-agreementFranchise Agreements is likely
to cause irreparable damage to usFranchisor, and damages at law would therefore be an inadequate
remedy. On Personal Guarantor’s breach or threatened breach of any of the terms concerning any matters
referenced in Section- 4.1, weFranchisor may seek an injunction restraining the breach and/or a decree
of specific performance (with recovery of reasonable attorneys' fees and costs incurred in obtaining
equitable relief). WeFranchisor may do so without demonstrating or proving any actual damage. These
equitable remedies are in addition to all other rights or remedies to which weFranchisor may otherwise
be entitled because of Personal Guarantor’s breach of this Guaranty. eFranchisor may seek this relief
without posting any bond or security. However, if a court of competent jurisdiction requires a bond or
security, a bond or security for $1,000 is sufficient. Notwithstanding anything in this Guaranty to the
contrary, Franchisor may seek injunctive relief in any jurisdiction that has jurisdiction over Personal
Guarantor or any other party against whom the relief is sought. If injunctive relief is granted, Personal
Guarantor’s only remedy will be the court’s dissolution of the injunctive relief. If the injunctive relief
was wrongfully issued, Personal Guarantor expressly waives all claims for damages Personal Guarantor
incurred as a result of the wrongful issuance.

5. Jurisdiction and Venue. Nothing contained in this Guaranty shall prevent Franchisor
from applying to and obtaining from any court having jurisdiction, a writ of attachment, a temporary
injunction, preliminary injunction, and/or other emergency relief available to safeguard and protect
Franchisor’s interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in Mecklenburg County, North- Carolina and the jurisdiction and venue of the United States
District Court for the Western District of North- Carolina. The parties acknowledge and agree that this
Guaranty has been entered into in the State of North- Carolina, and that Franchisee, whose obligations
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Personal Guarantor is guaranteeing, is to receive valuable and continuing services emanating from
Franchisor’s headquarters in Huntersville, North Carolina, including, but not limited to, training,
assistance, support and the development of the System. In recognition of such services and their origin,
you hereby irrevocably consent to the personal jurisdiction of the state and federal courts of
North- Carolina as set forth herein.

6. Jury Trial Waiver. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR
EQUITY, REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY
TO ANY MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES
OUT OF OR IS RELATED IN ANY WAY TO THIS PERSONALPERSONAL GUARANTY OR
THE FRANCHISE AGREEMENTAGREEMENTS, THE PERFORMANCE OF EITHER
PARTY, AND/OR YOUR PURCHASE FROM FRANCHISOR OF THE FRANCHISE, OPTION
AND/OR ANY PRODUCTS OR SERVICES.

7. Waiver of Punitive Damages. You waive, to the fullest extent permitted by law, any
right to, or claim for, any punitive, exemplary, incidental, indirect, special or consequential damages
(including, without limitation, lost profits) which you may have against Franchisor arising out of any
cause whatsoever (whether such cause be based in contract, negligence, strict liability, other tort or
otherwise) and agree that in the event of a Dispute, your recovery shall be limited to actual damages. If
any other term of this Guaranty is found or determined to be unconscionable or unenforceable for any
reason, the foregoing provisions shall continue in full force and effect, including, without limitation, the
waiver of any right to claim any consequential damages.

8. Limitation on Action. You agree that no cause of action arising out of or under this
Guaranty or the Franchise AgreementAgreements may be maintained by you unless brought before the
expiration of ene-{1} year after the act, transaction or occurrence upon which such action is based or the
expiration of ere{1} year after you become aware of facts or circumstances reasonably indicating that
you may have a claim against the Franchisor, whichever occurs sooner, and that any action not brought
within this period shall be barred as a claim, counterclaim, defense or set-off. Notwithstanding anything
to the contrary contained herein, all actions will be conducted on an individual, not a class-wide, basis
and any proceeding between you, Franchisee, and Franchisor or its affiliates or employees may not be
consolidated with any other proceeding between Franchisor and any other person or entity.

9. Attorneys’ Fees. If the undersigned is in breach or default of any monetary or non-
monetary material obligation under the Franchise AgreementAgreements or this Guaranty, or any
related agreement between Franchisee and Franchisor and/or Franchisor’s affiliates, and Franchisor
engages an attorney to enforce Franchisor’s rights (whether or not formal judicial proceedings are
initiated), Franchisee must pay all reasonable attorneys' fees, court costs and litigation expenses
Franchisor incurs. If the undersigned or Franchisee institutes any legal action to interpret or enforce the
terms of this Guaranty or the Franchise AgreementAgreements, and the claim(s) in such action is denied
or the action is dismissed, Franchisor is entitled to recover Franchisor’s reasonable attorneys' fees, and
all other reasonable costs and expenses incurred in defending against same, and to have such an amount
awarded as part of the judgment in the proceeding.

10. Nonwaiver. Franchisor’s failure to insist upon strict compliance with any provision of
this Guaranty and the Franchise AgreementAgreements shall not be a waiver of Franchisor’s right to do
so, any law, custom, usage or rule to the contrary notwithstanding. Delay or omission by Franchisor
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respecting any breach or default shall not affect Franchisor’s rights respecting any subsequent breaches
or defaults. All rights and remedies granted in this Guaranty shall be cumulative. Franchisor’s election
to exercise any remedy available by law or contract shall not be deemed a waiver or preclude exercise
of any other remedy.

11 Severability. The parties agree that if any provisions of this Guaranty may be construed
in two ways, one of which would render the provision illegal or otherwise voidable or unenforceable
and the other which would render it valid and enforceable, such provision shall have the meaning that
renders it valid and enforceable. The language of all provisions of this Guaranty shall be construed
according to fair meaning and not strictly construed for or against either party. The provisions of this
Guaranty are severable, and this Guaranty shall be interpreted and enforced as if all completely invalid
or unenforceable provisions were not contained herein, and partially valid and enforceable provisions
shall be enforced to the extent that they are valid and enforceable. If any material provision of this
Guaranty shall be stricken or declared invalid, the parties agree to negotiate mutually acceptable
substitute provisions. In the event that the parties are unable to agree upon such provisions, Franchisor
reserves the right to terminate this Guaranty.

12. Construction of Language. Any term defined in the Franchise AgreementAgreements
that is not defined in this Guaranty will be ascribed the meaning given to it in the Franchise
AgreementAgreements. The language of this Guaranty will be construed according to its fair meaning,
and not strictly for or against either party. All words in this Guaranty refer to whatever number or gender
the context requires. If more than one party or person is referred to as you, their obligations and liabilities
must be joint and several. Headings are for reference purposes and do not control interpretation.

13. Successors. References to “Franchisor” or “the undersigned,” or “you” include the
respective parties' successors, assigns or transferees.

14. No Personal Liability. You agree that fulfillment of any and all of Franchisor’s
obligations written in this Guaranty or in the Franchise AgreementAgreements or based on any oral
communications which may be ruled to be binding in a Court of Law shall be Franchisor’s sole
responsibility and none of Franchisor’s agents, representatives, nor any individuals associated with
Franchisor’s franchise company shall be personally liable to Franchisee or you for any reason.

FHEREMAINDER OF HHSPAGEIS INTENTHONALLY- LEFFBEANK-
Skl e e O e SO L L O e DA e
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IN WITNESS WHEREOF, AND INTENDING TO BE LEGALLY BOUND HEREBY, THE
PARTIES HERETO HAVE CAUSED THIS GUARANTY TO BE EXECUTED EFFECTIVE THE

DATE FIRST SET FORTH ABOVE.

PERSONAL GUARANTORSGUARANTOR:

SPOUSES:PERSONAL GUARANTOR:

By By:
. Individually
. Individually
Print-Name: Print-Name:
Address: Address:———

Telephone:
+e1ephone:

OHe-
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EXHBIG
TO
Al KITCHEN & BATH FRANCHISING, LLC
FRANCHISE AGREEMENT

COLLATERAL ASSIGNMENT OF LEASE

Landlord: Al Kitchen & Bath Franchising, LLC
Notice Address: 107 Parr Drive

Notice Address: Huntersville, NC 28078

Telephone:

Tenant:

Leased Premises:

1. Use. Tenant is a franchisee of Franchisor. The Leased Premises shall be used only for the operation
of a The Designery business (or any name authorized by Franchisor).

2. Notice of Default and Opportunity To Cure. Landlord shall provide Franchisor with copies of any
written notice of default (“Default”) given to Tenant under the Lease, and Landlord grants to Franchisor
the option (but not the obligation) to cure any Default under the Lease (should Tenant fail to do so) within
ten+{10) days after the expiration of the period in which Tenant may cure the Default.

3. Termination of Lease. Landlord shall copy Franchisor on any notice of termination of the Lease. If
Landlord terminates the Lease for Tenant’s Default, Franchisor shall have the option to enter into a new
Lease with Landlord on the same terms and conditions as the terminated Lease. To exercise this option,
Franchisor must notify Landlord within fifteen-{15} days after Franchisor receives notice of the termination
of the Lease.

4. Termination of Franchise Agreement. If the Franchise Agreement between Franchisor and Tenant
is terminated during the term of the Lease, then upon the written request of Franchisor, Tenant shall assign
the Lease to Franchisor. Landlord hereby consents to the assignment of the Lease to Franchisor.

5. Assignment and Subletting. Notwithstanding any provision of the Lease to the contrary, Tenant
shall have the right to assign or sublet the Lease to Franchisor, provided that no such assignment or sublease
shall relieve Tenant or any guarantor of liability under the Lease. If Franchisor becomes the lessee of the
Leased Premises, then Franchisor shall have the right to assign or sublease its lease to a franchisee of the
The Designery brand.

6. Authorization. Tenant authorizes Landlord and Franchisor to communicate directly with each
other about Tenant and Tenant’s business.
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7. Right to Enter. Upon the expiration or termination of the Franchise Agreement or the Lease, or the
termination of Tenant’s right of possession of the Leased Premises, Franchisor or its designee may, after
giving reasonable prior notice to Landlord, enter the Leased Premises to remove signs and other material
bearing Franchisor’s brand name, trademarks and commercial symbols, provided that Franchisor will be
liable to Landlord for any damage Franchisor or its designee causes by such removal.

8. No Liability. By executing this Collateral Assignment of Lease, Franchisor does not assume any
liability with respect to the Leased Premises or any obligation as Tenant under the Lease.

Executed-byEXECUTED BY:
LANDLORD:

By:

Name:

Title:

Date:

TENANT:

By:

Name:

Title:

Date:
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FRANCHISOR:
Al KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company

By:

Name:

Title:

Date:
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STATE SPECIFIC ADDENDA
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CALIFORNIA ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the California Franchise Investment Law, Cal. Corp. Code §8 31000-31516 or the
California Franchise Relations Act, Cal. Bus. & Prof. Code 8820000-20043 applies, the terms of this
Addendum apply.

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 WEBSITE, WWW.TOPRAILFENCE.COM, HAS NOT BEEN REVIEWED OR
APPROVED BY THE CALIFORNIA DEPARTMENT OF FINANCIAL PROTECTION AND
INNOVATION AND COMPLAINTS CONCERNING THE CONTENTS OF THIS WEBSITE MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF FINANCIAL PROTECTION AND
INNOVATION AT WWW.DFPIL.CA.GOV.

SECTION 31125 OF THE CALIFORNIA CORPORATIONS CODE REQUIRES US TO GIVE
YOU A DISCLOSURE DOCUMENT, IN A FORM CONTAINING THE INFORMATION THAT THE
COMMISSIONER MAY BY RULE OR ORDER REQUIRE, BEFORE A SOLICITATION OF A
PROPOSED MATERIAL MODIFICATION OF AN EXISTING FRANCHISE.

The registration of this franchise offering by the California Department of Financial
Protection and Innovation does not constitute approval, recommendation, or endorsement by the
commissioner.

Item 3, Additional Disclosure:

Neither we nor any person described in Item 2 of the Disclosure Document 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. 78a et seq. suspending or expelling such
persons from membership in such association or exchange.

Item 6, Additional Disclosure:

The highest interest rate allowed by law in California is 10% annually or 5% annually plus the
prevailing interest rate charged to banks by the Federal Reserve Bank of San Francisco, whichever is

higher.

Item 17, Additional Disclosures:

The franchise agreement requires franchisee to execute a general release of claims upon renewal
or transfer of the franchise agreement. California Corporations Code Section 31512 provides that any
condition, stipulation or provision purporting to bind any person acquiring any franchise to waive
compliance with any provision of that law or any rule or order thereunder is void. Section 31512 voids a
waiver of your rights under the Franchise Investment Law (California Corporations Code Section 20010
voids a waiver of your rights under the Franchise Relations Act (Business and Professions Code Sections

20000 — 20043)).

The franchise agreement requires application of the laws of the State of North Carolina. This
provision may not be enforceable under California law.
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California Business and Professions Code Sections 20000 through 20043 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.

The franchise agreement provides for termination upon bankruptcy. This provision may not be
enforceable under federal bankruptcy law (11 U.S.C.A. 8101 et seq.).

The franchise agreement requires binding arbitration. The arbitration will occur in Charlotte,
North Carolina with the cost being borne by the parties as determined by the arbitrator. Prospective
franchisees are encouraged to consult with 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.

The franchise agreement contains a covenant not to compete which extends beyond the termination
of the franchise. This provision may not be enforceable under California law.

California’s Franchise Investment Law (Corporations Code sections 31512 and 31512.1) states
that any provision of a franchise agreement, franchise disclosure document, acknowledgment,
guestionnaire or other writing, including any exhibit thereto, disclaiming or denying any of the following
shall be deemed contrary to public policy and shall be void and unenforceable. . The law also prohibits a
franchisor from disclaiming or denying:

(a) Representations it, its employees, or its agents make to you,
(b) your ability to rely on any representations it makes to you, or
(c) any violations of the law.

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.

Fee Deferral

The Department of Financial Protection and Innovation requires that the franchisor defer the
collection of all initial fees from California franchisees until the franchisor has completed all its pre-
opening obligations and franchisee is open for business. For any development agreement, the payment of
the development and initial fee attributable to a specific unit is deferred until that unit is open.
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CALIFORNIA ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the California Franchise Investment Law, Cal. Corp. Code 88 31000-31516 or the
California Franchise Relations Act, Cal. Bus. & Prof. Code §820000-20043 applies, the terms of this
Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the
extent that the Franchise Agreement contains provisions that are inconsistent with the following, such
provisions are hereby amended:

The Franchise Agreement requires franchisee to execute a general release of claims upon renewal
or transfer of the franchise agreement. California Corporations Code Section 31512 provides that
any condition, stipulation or provision purporting to bind any person acquiring any franchise to
waive compliance with any provision of that law or any rule or order there under is void.
Section 31512 voids a waiver of your rights under the Franchise Investment Law (California
Corporations Code Section 20010 voids a waiver of your rights under the Franchise Relations Act
(Business and Professions Code Sections 20000 — 20043)).

The Franchise Agreement requires application of the laws of the State of North Carolina. This
provision may not be enforceable under California law.

California Business and Professions Code Sections 20000 through 20043 provide rights to the
franchisee concerning termination or non-renewal of a franchise. The Federal Bankruptcy Code
also provides rights to franchisee concerning termination of the Franchise Agreement upon certain
bankruptcy-related events. If the Franchise Agreement is inconsistent with the law, the law will
control.

The Franchise Agreement requires binding arbitration. The arbitration will occur in Charlotte,
North Carolina with the cost being borne by the parties as determined by the arbitrator. Prospective
franchisees are encouraged to consult with 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.

The Franchise Agreement contains a covenant not to compete which extends beyond the
termination of the franchise. This provision may not be enforceable under California law.

California’s Franchise Investment Law (Corporations Code sections 31512 and 31512.1)
states that any provision of a franchise agreement, franchise disclosure document, acknowledgment,
guestionnaire or other writing, including any exhibit thereto, disclaiming or denying any of the following
shall be deemed contrary to public policy and shall be void and unenforceable. The law also prohibits a
franchisor from disclaiming or denying:

(a) Representations it, its employees, or its agents make to you,
(b) your ability to rely on any representations it makes to you, or
(c) any violations of the law.

2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.
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3. 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.

4. Fee Deferral. The Department of Financial Protection and Innovation requires that the
franchisor defer the collection of all initial fees from California franchisees until the franchisor has
completed all its pre-opening obligations and franchisee is open for business. For any development
agreement, the payment of the development and initial fee attributable to a specific unit is deferred until
that unit is open.

5. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

IN WITNESS WHEREOF, the undersigned does hereby acknowledge receipt of this addendum
and have executed this Addendum as of the date Franchisor signs below.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

By: By:
Name: Name:
Title: Title:
Date: Date:
By:
Name:
Title:
Date:
© 2023 A1 Kitchen & Bath Franchising, LLC D-5
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CONNECTICUT COVER SHEET
DISCLOSURES REQUIRED BY CONNECTICUT LAW

The State of Connecticut does not approve, recommend, endorse or sponsor any business
opportunity. The information contained in this disclosure has not been verified by the state. If
you have any guestions about this investment, see an attorney before you sign a contract or

agreement.

If the seller fails to deliver the products, equipment or supplies or fails to render the services
necessary to begin substantial operation of the business within forty-five days of the delivery
date stated in your contract, you may notify the seller in writing and demand that the contract
be cancelled.

Item 19 is amended by adding the following:

Caution: Some business opportunities have (sold)(earned) this amount. There is no assurance
you will do as well._If you rely upon our figures, you must accept the risk of not doing as well.
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CONNECTICUT ADDENDUM
TO FRANCHISE AGREEMENT

This Addendum pertains to franchises/business opportunities sold in the State of Connecticut and
will be for the purpose of complying with certain provisions of Connecticut Law:

1. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.
2. Notwithstanding any provision of the Franchise Agreement and any related agreements

specifying that fees are non-refundable, fees are refundable if you cancel the contract pursuant to Section
36b-63(c)(23) of the Connecticut Business Opportunity Investment Act which states:

If the seller fails to deliver the products, equipment or supplies or fails to render the
services necessary to begin substantial operation of the business within forty-five days
of the delivery date stated in your contract, you may notify the seller in writing and
demand that the contract be cancelled.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

IN WITNESS WHEREOF, the
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undersigned have executed this Addendum as of the date Franchisor signs below.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

a(n)

By: By:

Name: Name:

Title: Title:

Date: Date:

By:

Name:

Title:

Date:
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HAWAII ADDENDUM

TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Hawaii Franchise Investment Law, Hawaii Rev. Stat. 88482E-1 — 482E-12 applies,
the terms of this Addendum apply.

THESE FRANCHISES WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE
INVESTMENT LAW OF THE STATE OF HAWAII. FILING DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF COMMERCE-AND-CONSUMER
AFFAIRSREGULATORY AGENCIES OR A FINDING BY THE DIRECTOR OF COMMERCE-AND
CONSUMERAFFAIRSREGULATORY AGENCIES 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
FRANCHISE DISCLOSURE DOCUMENT, TOGETHER WITH A COPY OF ALL PROPOSED
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE.

THIS FRANCHISE DISCLOSURE DOCUMENT 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.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

a(n)
By: By:
Name: Name:
Title: Title:
Date: Date:
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HAWAII ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the Hawaii Franchise Investment Law, Hawaii Rev. Stat. §8482E-1 — 482E-12 applies,
the terms of this Addendum apply.

1. The franchisor having filed the Franchise Disclosure Document under the Franchise
Investment Law of The State of Hawaii 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 therein is true, complete and not misleading.

2. In accordance with the Hawaii Franchise Investment Law, we have provided to you, at least
seven-{7} days prior to your execution of any binding franchise or other agreement, or at least seven-(7} days
prior to your payment of any consideration, whichever occurs first, a copy of the Franchise Disclosure
Document, together with a copy of all proposed agreements relating to the sale of the franchise.

3. The Franchise Disclosure Document contains only a summary of certain material provisions
of the Franchise Agreement. You should refer to the Franchise Agreement for a statement of all rights,
conditions, restrictions and obligations of both us and you.

4. 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 the franchise.

IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:

A1 KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company a(n)

By:
By:

Name:
Name:

Title:
Title:

Date:
Date:

By

By:

lama
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ILLINOIS ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the lllinois Franchise Disclosure Act, Ill. Comp. Stat. §§705/1 — 705/44 applies, the
terms of this Addendum apply.

Item- 17, Additional Disclosures:

The following statements are added to Item- 17:

1. Illinois law governs the Franchise Agreement.

2. Inr-cenfermance-with-Section- 4 of the Illinois Franchise Disclosure Act, any provision in a
franchise agreement that designates jurisdiction and venue in a forum outside of the State of Illinois is void.
However, a franchise agreement may provide for arbitration to take place outside of Illinois.

3. Your rights upon termination and non-renewal of an agreement are set forth in Sections 19
and 20 of the Illinois Franchise Disclosure Act.

4, tnr-conformance-with-Section- 41 of the Illinois Franchise Disclosure Act, any condition,
stipulation or provision purporting to bind any person acquiring any franchise to waive compliance with the
Illinois Franchise Disclosure Act or any other law of Illinois is void.

54——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 behalf of the Franchisor. This provision supersedes any other term of any document executed
in_connection with the franchise. 3 ersedes—any-otherterm-of-an mentexecuted-in

6. "NATIONAL ACCOUNTS" EXIST IN THIS FRANCHISE SYSTEM. FRANCHISOR
RESERVES THE RIGHT TO ESTABLISH, IDENTIFY, NEGOTIATE THE TERMS FOR AND SERVICE

Formatted: List Paragraph, Indent: Left: 0", First line:

0.5", Right: 0.16", Outline numbered + Level: 7 +
Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left +
Aligned at: 3.25" + Indent at: 3.5", Widow/Orphan control,
Don't adjust space between Latin and Asian text, Don't adjust
space between Asian text and numbers

"NATIONAL ACCOUNTS" WITHIN YOUR TERRITORY. FRANCHISOR OR A 3 PARTY

DESIGNATED BY THE FRANCHISOR MAY PROVIDE PRODUCTS & SERVICES TO A "NATIONAL

ACCOUNT". IN YOUR TERRITORY WITH NO COMPENSATION PAID TO YOU.
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ILLINOIS ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the Illinois Franchise Disclosure Act, Ill. Comp. Stat. §§705/1 — 705/44 applies, the
terms of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

a. Ilinois law governs the Franchise Agreement.

b. Ih—cenformance—with-—Section-_4 of the Illinois Franchise Disclosure Act, any
provision in a franchise agreement that designates jurisdiction or venue in a forum outside of the State
of Illinois is void. However, a franchise agreement may provide for arbitration to take place outside
of Illinois.

c. Your rights upon termination and non-renewal of a franchise agreement are set forth
in Sections 19 and 20 of the Illinois Franchise Disclosure Act.

d. Section-_41 of the Illinois Franchise Disclosure Act provides that any condition,
stipulation or provision purporting to bind any person acquiring any franchise to waive compliance
with the Illinois Franchise Disclosure Act or any other law of Illinois is void.

2. 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 behalf of the franchisor. This provision supersedes any other term of any document executed in connection
with the franchise.

3. "National Accounts" exist in this franchise System. The Franchisor reserves the right to
establish, identify, negotiate the terms for, and service "National Accounts" within your territory. The
Franchisor or a third party designated by the Franchisor may provide products and services to a "National
Account" within your territory with no compensation paid to you.

24. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

© 2023 A1 Kitchen & Bath Franchising, LLC D-13
2023 FDD 1 Vv1F (MN)



IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

a(n)
By: By:
Name: Name:
Title: Title:
Date: Date:

© 2023 A1 Kitchen & Bath Franchising, LLC D-14
2023 FDD 1 Vv1F (MN)



MARYLAND ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Maryland Franchise Registration and Disclosure Law, Md. Code Bus. Reg. §814-
201 — 14-233 applies, the terms of this Addendum apply.
Item 17, Additional Disclosures:

1. Our_termination of the Franchise Agreement because of your bankruptcy may not be
enforceable under applicable federal law (11 U.S.C.A. 101 et seq.).

2. You may bring a lawsuit in Maryland for claims arising under the Maryland Franchise
Registration and Disclosure Law.

3. Any claims arising under the Maryland Franchise Registration and Disclosure Law must be
brought within 3 years after the grant of the franchise.

4. The general release required as a condition of renewal, sale and/or assignment/transfer will
not apply to any liability under the Maryland Franchise Registration and Disclosure Law.

Franchisee Acknowledgment / Compliance Certification:

The representations under this Franchise Acknowledgment/Compliance Certification are not
intended, nor shall they act as a release, estoppel or waiver of any liability incurred under the Maryland
Franchise Registration and Disclosure Law.

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.

Item 5, Additional Disclosures:

Based upon the franchisor's financial condition, the Maryland Securities Commissioner has required
a financial assurance. Therefore, all initial fees and payments owed by franchisees shall be deferred until the
franchisor completes its pre-opening obligations under the franchise agreement. In addition, all development
fees and initial payments by area developers shall be deferred until the first franchise under the multi-unit
addendum is open.
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MARYLAND ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the Maryland Franchise Registration and Disclosure Law, Md. Code Bus. Reg. §814-
201 — 14-233 applies, the terms of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are

hereby amended:

a. Al 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 the Maryland Franchise Registration and Disclosure Law.

b. Nothing in the Franchise Agreement prevents the franchisee from bringing a lawsuit
in Maryland for claims arising under the Maryland Franchise Registration and Disclosure Law.

c. Nothing in the Franchise Agreement operates to reduce the 3-year statute of
limitations afforded to a franchisee for bringing a claim arising under the Maryland Franchise
Registration and Disclosure Law. Further, any claims arising under the Maryland Franchise
Registration and Disclosure Law must be brought within 3 years after the grant of the franchise.

d. The Federal Bankruptcy laws may not allow the enforcement of the provisions for
termination upon bankruptcy of the franchisee.

2. 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. Based upon the franchisor's financial condition, the Maryland Securities Commissioner has
required a financial assurance. Therefore, all initial fees and payments owed by franchisees shall be deferred
until the franchisor completes its pre-opening obligations under the franchise agreement. In addition, all
development fees and initial payments by area developers shall be deferred until the first franchise under the
multi-unit addendum is open.

4. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

5. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

(Signature Page Follows)
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ALKITCHEN-E&BATH-FRANCHISING LG
H imi iahili aln)
a-North-Carolina limited liability company a(n)
By By
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Title Title
Dide Do
By
By
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Nam
Title
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Do

IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor signs

below.
FRANCHISOR: FRANCHISEE:
Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company
a(n)
By: By:
Name: Name:
Title: Title:
Date: Date:
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MINNESOTA ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Minnesota Franchise Act, Minn. Stat. 8880C.01 — 80C.22 applies, the terms of this
Addendum apply.

State Cover Page and Item- 17, Additional Disclosures:

Minn. Stat. Sec. 80C.21 and Minn. Rule 2860.4400J prohibit us from requiring litigation to be
conducted outside of Minnesota, requiring waiver of a jury trial or requiring the franchisee to consent to
liquidated damages, termination penalties or judgment notes. In addition, nothing in the Disclosure Document
shall abrogate or reduce any of your rights as provided for in Minn. Stat. Sec. 80C, or your rights to any
procedure, forum or remedies provided for by the laws of the jurisdiction.

Franchisee cannot consent to the franchisor obtaining injunctive relief. The franchisor may seek
injunctive relief. A court will determine if a bond is required.

Supplier Control. You must purchase all or nearly all of the inventory or supplies that are necessary

to operate your business from the franchisor, its affiliates, or suppliers that the franchisor designates, at prices
that the franchisor or they set. These prices may be higher than prices you could obtain elsewhere for the

same or similar goods. This may reduce the anticipated profit of your franchised business.

Item- 6, Additional Disclosure:

NSF checks are governed by Minn. Stat. 604.113, which puts a cap of $30 on service charges.

Item- 13, Additional Disclosures:

The Minnesota Department of Commerce requires that a franchisor indemnify Minnesota franchisees
against liability to third parties resulting from claims by third parties that the franchisee’s use of the
franchisor’s trademark infringes upon the trademark rights of the third party. The franchisor does not
indemnify against the consequences of a franchisee’s use of a franchisor’s trademark except in accordance
with the requirements of the franchise agreement, and as the condition to an indemnification, the franchisee
must provide notice to the franchisor of any such claim immediately and tender the defense of the claim to
the franchisor. If the franchisor accepts tender of defense, the franchisor has the right to manage the defense
of the claim, including the right to compromise, settle or otherwise resolve the claim, or to determine whether
to appeal a final determination of the claim.

As required by the Minnesota Franchise Act, Minn. Stat. Sec. 80C.12(g), we protect your right to use
the THE-DESIGNERYSMThe Designery Proprietary Mark or indemnify you from any loss, costs or expenses
arising out of any claim, suit or demand regarding the use of the THE-DESIGNERYSMThe Designery
Proprietary Mark, if you were using it in the manner we authorized, and if we are timely notified of the claim
and given 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.

Item- 17, Additional Disclosures:

Any condition, stipulation or provision, including any choice of law provision, purporting to bind
any person who, at the time of acquiring a franchise is a resident of the State of Minnesota, or in the case of
a partnership or corporation, organized or incorporated under the laws of the State of Minnesota, or purporting
to bind a person acquiring any franchise to be operated in the State of Minnesota, to waive compliance or
which has the effect of waiving compliance with any provision of the Minnesota Franchise Law is void.
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We will comply with Minn. Stat. Sec. 80C.14, subds. 3, 4 and 5, which requires, except in certain
specified cases, that a franchisee be given 90-days’ notice of termination (with 60 days to cure), 180-days’
notice for nonrenewal of the Franchise Agreement, and that consent to the transfer of the franchise will not
be unreasonably withheld.

Minnesota Rule 2860.4400D prohibits a franchisor from requiring a franchisee to assent to a general
release, assignment, novation or waiver as a condition of purchasing the franchise that would relieve any
person from liability imposed by Minnesota Statute §§80C.01 — 80C.22.

Minnesota RulesRule 2860.4400(G) prohibits a franchisor fremform imposing on a franchisee by
contract or rule, whether written or oral, any standard of conduct that is unreasonable.

The limitations of claims section must comply with Minn. Stat. Sec. 80C.17, subd. 5.

Item5 and Item 7 of the Franchise Disclosure Document and Section 3.1 of the Franchise
Agreement are amended to state that payment of initial franchise fees shall be deferred until Franchisor
has satisfied its pre-opening obligations to Franchisee and Franchisee’s Franchised Business is open for
business.
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MINNESOTA ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the Minnesota Franchise Act, Minn. Stat. §880C.01 — 80C.22 applies, the terms of this
Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

a. With respect to franchises governed by Minnesota Franchise Law,
franehiserFranchisor shall comply with Minn. Stat. Sec. 80C.14, subd. 4 which requires that except
for certain specified cases, that franchiseeFranchisee be given 180-days’ notice for non-renewal of
this Franchise Agreement.

b. The Minnesota Department of Commerce requires that franchisor indemnify
franchisees whose franchise is located in Minnesota against liability to third parties resulting from
claims by third parties that the franchisee’s use of franchisor’s Proprietary Marks infringe upon the
trademark rights of the third party. Franchisor does not indemnify against the consequences of a
franchisee’s use of franchisor’s trademark, but franchisor shall indemnify franchisee for claims
against franchisee solely as it relates to franchisee’s use of the Marks in accordance with the
requirements of the Franchise Agreement and franchisor’s standards. As a further condition to
indemnification, the franchisee must provide notice to franchisor of any such claim immediately and
tender the defense of the claim to franchisor. If franchiserFranchisor accepts tender of defense,
franchisor has the right to manage the defense of the claim, including the right to compromise, settle
or otherwise resolve the claim, or to determine whether to appeal a final determination of the claim.

C. Franchisee will not be required to assent to a release, assignment, novation or waiver
that would relieve any person from liability imposed by Minnesota Statute 8§ 80C.01 — 80C.22.

d. With respect to franchises governed by Minnesota Franchise Law,
franchiserFranchisor shall comply with Minn. Stat. Sec. 80C.14, subd. 3 which requires that except
for certain specified cases, a franchisee be given 90-days>day notice of termination (with 60 days to
cure). Termination of the franchise by the franchisor shall be effective immediately upon receipt by
franchisee of the notice of termination where its grounds for termination or cancellation are:
(1) voluntary abandonment of the franchise relationship by the franchisee; (2) the conviction of the
franchisee of an offense directly related to the business conducted according to the Franchise
Agreement; or (3) failure of the franchisee to cure a default under the Franchise Agreement which
materially impairs the goodwill associated with the franchisor’s trade name, trademark, service mark,
logo type or other commercial symbol after the franchisee has received written notice to cure of at

e. According to Minn. Stat. Sec. 80C.21 in Minnesota Rules or 2860.4400J, the terms
of the Franchise Agreement shall not in any way abrogate or reduce your rights as provided for in
Minn. Stat. 1984, Chapter 80C, including the right to submit certain matters to the jurisdiction of the
courts of Minnesota. In addition, nothing in this Franchise Agreement shall abrogate or reduce any of
franchisee’s rights as provided for in Minn. Stat. Sec. 80C, or your rights to any procedure, forum or
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remedy provided for by the laws of the State of Minnesota. In addition, Minnesota RutesRule
2860.4400(G) prohibits a franchisor from imposing on a franchisee by contract or rule, whether
written or oral, any standard of conduct that is unreasonable.
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f. Any claims franehiseeFranchisee may have against the franchisor that have arisen
under the Minnesota Franchise Laws shall be governed by the Minnesota Franchise Law.

g. The Franchise Agreement contains a waiver of jury trial provision. This provision
may not be enforceable under Minnesota law.

h. Franchisee consents to the franchiserFranchisor seeking injunctive relief without the
necessity of showing actual or threatened harm. A court shall determine if a bond or other security is
required.

i Any action pursuant to Minnesota Statutes, Section- 80C.17, Subd. 5 must be
commenced no more than 3 years after the cause of action accrues.

2. No statement, questionnaire, or acknowledgment signed or agreed to by a
franehiseeFranchisee 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: #anehlser—franehtseFranchlsor Franchlse seller, or other
person acting on behalf of the franchisor.
=60 Hon—with-the—franehise-This provision supersedes any other term of any document executed in
connection with the franchise.

3. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

4. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

5. Fee Deferral. Item-5 and ltem- 7 of the Franchise Disclosure Document and Section- 3.1
of the Franchise Agreement are amended to state that payment of initial franchise fees shall be deferred
until Franchisor has satisfied its pre-opening obligations to Franchisee and Franchisee’s Franchised
Business is open for business.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of

any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

(Signature Page Follows)
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IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:

A1 KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company a(n)
By:
By:
Name:
Name:
Title:
Title:
Date:
Date:
By
By
Name
Title
Date:
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NEW YORK ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the New York General Business Law, Article 33, §8680 - 695 applies, the terms of this
Addendum apply.

CoverPage-Additional-Disclosure:

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
SOURCESSERVICES 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 FHAF
ANYTHING IN FHETHIS FRANCHISE DISCLOSURE DOCUMENT IS UNTRUE, CONTACT THE
FEDERAL TRADE COMMISSION AND NEWJAOR—KTHE APPROPRIATE STATE DEPARJ—MENT—OF

FE@QR—N—E\AM@R—K—N—E\A%R—K—]:@Q@%OR PROVINCIAL AUTHORITY 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 WHICHTHAT
ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS FRANCHISE DISCLOSURE
DOCUMENT.

Hem-3-Additional-Bisclosure:

2 The lastsentence-in-Hem-3-is-deleted-and-replaced-with-the-following is to be added at the end of Item
3:

Neitherwe-norany-of eur-predecessors—norany-With the exception of what is stated above,
the following applies to the franchisor, its predecessor, a person identified in Item-2-abevererany 2,
or an affiliate offering franchises under eufthe franchisor’s principal trademark;:

A. No such party has aayan administrative, criminal, or a-material-civil erarbitration
action pending against kimthat person alleging: a felony, a violation of anya franchise, antitrust, or
securities law, fraud, embezzlement, fraudulent conversion, restraintmisappropriation of

tradeproperty, unfair or deceptive practices, misappropriation-of-property;—, 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 any-ethera
felony charge or, duringwithin the tenl0-year period immediately preceding the application for
registration, has been conwcted of a—mséemeaner—or pleaded nolo contendere to anya misdemeanor
charge or been : Y —orhas been
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Ileglng V|0Iat|on of anya franchlse—le,\A,L antlfraud or securltles Iaw fraud embezzlement,

fraudulent conversion, restraint—ef—trade—unfal—or—deceptive—praetices—or_misappropriation of
property, or unfair or deceptive practices, , or comparable aHegatienallegations.

.D. No such party is subject to anya currently
effective injunctive or restrictive order or decree relating to franchisesthe franchise, or under any
federal—statea Federal, State or Canadian franchise, securities, antitrust, trade regulation or trade
practice law-as-aresut-of, 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.

The following is added to the end of the “Summary” sections of Item-1#(e)}-and_17(c), titled

“Requirements for a franchisee to renew or extend,” and ltem 17(m}:), entitled “Conditions for franchisor

approval of transfer”:

FeHowever, 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
Section- 687-(4) and 687-(5) be satisfied.

The following language replaces the “Summary” section of Item- 17(d) is-deleted-and-replaced-with

the-feHowinglanguage:, titled “Termination by franchisee”:

You may terminate the agreement on any grounds available by law.

5. The following is added to the Summary-section-of-Hem-17(}):end
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ment of the

Fhe-follewing-is-added-to-the-“Summary” sections of Hems-ltem 17(v3). titled “Choice of forum.” and_ltem
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.

6. Franchise Questionnaires and Acknowledgements--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.

7. Receipts--Any sale made must be in compliance with § 683(8) of the Franchise Sale Act (N.Y. Gen.
Bus. L. 8§ 680 et seq.), which describes the time period a Franchise Disclosure Document (offering prospectus)
must be provided to a prospective franchisee before a sale may be made. New York law requires a franchisor
to provide the Franchise Disclosure Document at the earlier of the first personal meeting, 10 business days
before the execution of the franchise or other agreement, or the payment of any consideration that relates to
the franchise relationship.
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NEW YORK ADDENDUM

TO FRANCHISE AGREEMENT

To the extent the New York General Business Law, Article 33, §8680 - 695 applies, the terms of this
Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

a. Any provision in the Franchise Agreement that is inconsistent with the New York
General Business Law, Article 33, Section- 680 - 695 may not be enforceable.

b. Any provision in the Franchise Agreement requiring franchisee to sign a general
release of claims against franchisor does not release any claim franchisee may have under New York
General Business Law, Article 33, Sections- 680-695.

c. The New York Franchise Law shall govern any claim arising under that law.

2. 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. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

4. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of

any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

(Signature Page Follows)
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IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor signs
below.

FRANCHISOR: FRANCHISEE:

A1 KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company a(n)
By:
By:
Name:
Name:
Title:
Title:
Date:
Date:
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NORTH CAROLINA ADDENDUM

TO FRANCHISE DISCLOSURE DOCUMENT

This Addendum pertains to franchises/business opportunities sold in the State of North- Carolina and
will be for the purpose of complying with certain provisions of North- Carolina Law:

Item-8. To the extent applicable, Item- 8 of the disclosure document is amended to add the following:
If the seller (franchisor) fails to deliver the product(s), equipment or supplies necessary to begin

substantial operation of the business within 45 days of the delivery date stated in your contract, you may
notify the seller (franchisor) in writing and demand that the contract be cancelled.
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NORTH CAROLINA ADDENDUM
TO FRANCHISE AGREEMENT

This Addendum relates to franchises sold in North-_Carolina and is intended to comply with
North- Carolina statutes and regulations. In consideration of the execution of the Franchise Agreement, we
and you agree to amend the Franchise Agreement as follows:

1. Service of Process. The name and address of our agent in North- Carolina authorized to receive
service of process is:

Secretary of State of North Carolina
2 South Salisbury Street
Raleigh, North Carolina 27601

2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.
FRANCHISOR: FRANCHISEE:

A1 KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company a(n)

By:
By:

Name:
Name:

Title:
Title:

Date:
Date:

© 2023 A1 Kitchen & Bath Franchising, LLC D-33

2023 FDD 1 VIF (MN)



By:

Name:

Title:

Date:
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NORTH DAKOTA ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the North Dakota Franchise Investment Law, N.D. Cent. Code, §851-19-01 — 51-19-
17 applies, the terms of this Addendum apply.

Hem-17Additional Disclosures:

1. Fee Deferral. Item 5 and Item 7 of the Franchise Disclosure Document and Section 3.1 of the
Franchise Agreement regarding payment of the initial franchise fees are amended to state that payment of the
initial franchise fees shall be deferred until all initial obligations owed to the Franchisee under the Franchise
Agreement or other documents have been fulfilled by the Franchisor and the Franchisee has commenced doing
business pursuant to the Franchise Agreement.

1.2, Item 17, Additional Disclosures. The following statements are added to Item- 17:

Any provision requiring franchisees to consent to the jurisdiction of courts outside North
Dakota or to consent to the application of laws of a state other than North Dakota may be
unenforceable under North Dakota law. Any mediation or arbitration will be held at a site agreeable
to all parties. If the laws of a state other than North Dakota govern, to the extent that such law conflicts
with North Dakota law, North Dakota law will control.

Any general release the franchisee is required to assent to as a condition of renewal is not
intended to nor shall it act as a release, estoppel or waiver of any liability franchisor may have incurred
under the North Dakota Franchise Investment Law.

Covenants not to compete during the term of and upon termination or expiration of the
Franchise Agreement are enforceable only under certain conditions according to North Dakota law.
If the Franchise Agreement contains a covenant not to compete that is inconsistent with North Dakota
law, the covenant may be unenforceable.

The Franchise Agreement includes a waiver of exemplary and punitive damages. This waiver
may not be enforceable under North Dakota law.

The Franchise Agreement stipulates that the franchisee shall pay all costs and expenses
incurred by franchisor in enforcing the Franchise Agreement. For North Dakota franchisees, the
prevailing party is entitled to recover all costs and expenses, including attorneys’ fees.

The Franchise Agreement requires the franchisee to consent to a waiver of trial by jury. This
waiver may not be enforceable under North Dakota law.

The Franchise Disclosure Document and Franchise Agreement state that franchisee must
consent to the jurisdiction of courts outside that State of North Dakota. That requirement may not be
enforceable under North Dakota law.

The Franchise Disclosure Document and Franchise Agreement may require franchisees to
consent to termination. This requirement may not be enforceable under North Dakota law.

The Franchise Agreement requires the franchisee to consent to a limitation of claims within
one year. To the extent this requirement conflicts with North Dakota law, North Dakota law will

apply.
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3. 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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NORTH DAKOTA ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the North Dakota Franchise Investment Law, N.D. Cent. Code, §851-19-01 — 51-19-
17 applies, the terms of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

a. Any release executed in connection with a renewal shall not apply to any claims that
may arise under the North Dakota Franchise Investment Law.

b. Covenants not to compete during the term of and upon termination or expiration of
the Franchise Agreement are enforceable only under certain conditions according to North Dakota
law. If the Franchise Agreement contains a covenant not to compete that is inconsistent with North
Dakota law, the covenant may be unenforceable.

c. The choice of law other than the State of North Dakota may not be enforceable under
the North Dakota Franchise Investment Law. If the laws of a state other than North Dakota govern,
to the extent that such law conflicts with North Dakota law, North Dakota law will control.

d. The waiver of punitive or exemplary damages may not be enforceable under the
North Dakota Franchise Investment Law.

e. The waiver of trial by jury may not be enforceable under the North Dakota Franchise
Investment Law.

f. The requirement that arbitration be held outside the State of North Dakota may not
be enforceable under the North Dakota Franchise Investment Law. Any mediation or arbitration will
be held at a site agreeable to all parties.

g. The requirement that a franchisee consent to termination has been determined by the
Commissioner to be unfair, unjust and inequitable within the intent of the North Dakota Franchise
Investment Law. This requirement may not be enforceable under North Dakota law.

h. The Franchise Agreement states that franchiseeFranchisee must consent to the
jurisdiction of courts located outside the State of North Dakota. This requirement may not be
enforceable under North Dakota law.

i The Franchise Agreement requires the franchisee to consent to a limitation of claims
within one year. To the extent this requirement conflicts with North Dakota law, North Dakota law

will apply.

j. The Franchise Agreement stipulates that the franchisee shall pay all costs and
expenses incurred by Franchisor in enforcing the Franchise Agreement. For North Dakota franchisees,
the prevailing party is entitled to recover all costs and expenses, including attorneys’ fees.
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2. Fee Deferral. Item 5 and Item 7 of the Franchise Disclosure Document and Section 3.1 of the
Franchise Agreement regarding payment of the initial franchise fees are amended to state that payment of the
initial franchise fees shall be deferred until all initial obligations owed to the Franchisee under the Franchise
Agreement or other documents have been fulfilled by the Franchisor and the Franchisee has commenced doing
business pursuant to the Franchise Agreement.

3. 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.

24.  Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3.5. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

FRANCHISOR: FRANCHISEE:

A1 KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company a(n)
By:
By:
Name:
Name:
Title:
Title:
Date:
Date:
By
By:
lama
Title
Pate
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RHODE ISLAND ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Rhode Island Franchise Investment Act, R.l. Gen. Law ch. 395 §8§19-28.1-1 — 19-
28.1-34 applies, the terms of this Addendum apply.

Item- 17, Additional Disclosure:

The following statement is added to Item- 17:

Section- 19-28.1-14 of the Rhode Island Franchise Investment Act provides that: “A provision in a
franchise agreement restricting jurisdiction or venue to a forum outside this state or requiring the
application of the laws of another state is void with respect to a claim otherwise enforceable under
this Act.”
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RHODE ISLAND ADDENDUM
FOFRANCHISEAGREEMENT
TO FRANCHISE AGREEMENT

To the extent the Rhode Island Franchise Investment Act, R.l. Gen. Law ch. 395 §8§19-28.1-1 — 19-
28.1-34 applies, the terms of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

Section- 19-28.1-14 of the Rhode Island Franchise Investment Act provides that: “A provision in a
franchise agreement restricting jurisdiction or venue to a forum outside this state or requiring the
application of the laws of another state is void with respect to a claim otherwise enforceable under
this Act.”

2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of

any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.
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IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:

A1 KITCHEN & BATH FRANCHISING, LLC,

a North Carolina limited liability company a(n)
By:
By:
Name:
Name:
Title:
Title:
Date:
Date:
By:
Name:
Title:
Date:
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SOUTH CAROLINA ADDENDUM

TO FRANCHISE DISCLOSURE DOCUMENT

This Addendum pertains to franchises/business opportunities sold in the State of South Carolina and
will be for the purpose of complying with certain provisions of South Carolina Law:

Item- 8 of the franchise disclosure document is amended to add the following:

If the seller (franchisor) fails to deliver the product, equipment or supplies necessary to begin
substantial operation of the business within 45 days of the delivery date stated in your contract, you may
notify the seller (franchisor) in writing and demand that the contract be canceled.
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SOUTH CAROLINA ADDENDUM
TO FRANCHISE AGREEMENT

This Addendum pertains to franchises/business opportunities sold in the State of South Carolina and
will be for the purpose of complying with certain provisions of South Carolina Law:

1. Cogency Global Inc. is hereby authorized to receive service of process. Cogency Global Inc.
is located at 2 Office Park Court, Suite 103, Columbia, SC 29223.

2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
L , . .

a North Carolina limited liability company a(n)
By:
By:
Name:
Name:
Title:
Title:
Date:
Date:
By:
Name:
Title:
Date:
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SOUTH DAKOTA ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

This Addendum pertains to franchises sold in the State of South Dakota and will be for the purpose
of complying with certain provisions of South Dakota Law:

1. Fee Deferral. Pursuant to Section 37-5B-5 of the South Dakota Codified Laws, Franchisor is
required to defer its initial franchise fees until such time as the Franchisee has fulfilled all of its initial
obligations under the Franchise Agreement and Franchisee is operational.

2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.
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SOUTH DAKOTA ADDENDUM
TO FRANCHISE AGREEMENT

This Addendum pertains to franchises sold in the State of South Dakota and will be for the purpose
of complying with certain provisions of South Dakota Law:

1. Fee Deferral. Pursuant to Section 37-5B-5 of the South Dakota Codified Laws, Franchisor is
required to defer its initial franchise fees until such time as the Franchisee has fulfilled all of its initial
obligations under the Franchise Agreement and Franchisee is operational.

2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of

any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:
A1 KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company a(n)
By: By:
Name: Name:
Title: Title:
Date: Date:
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VIRGINIA ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Virginia Retail Franchising Act, Va. Code §813.1-557 — 13.1-574 applies, the terms
of this Addendum apply.

Item 17, Additional Disclosures:

Any provision in any of the contracts that you sign with us which provides for termination of the
franchise upon the bankruptcy of the franchisee may not be enforceable under federal bankruptcy law (11

U.S.C. 101 et. seq.).

“According to Section 13.1 — 564 of the Virginia Retail Franchising Act, it is unlawful for a
franchisor to cancel a franchise without reasonable cause. If any grounds for default or termination stated in
the franchise agreement does not constitute “reasonable cause,” as that term may be defined in the Virginia
Retail Franchising Act or the laws of Virginia, that provision may not be enforceable.”
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VIRGINIA ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the Virginia Retail Franchising Act, Va. Code 8813.1-557 — 13.1-574 applies, the terms
of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

“According to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a
franchisor to cancel a franchise without reasonable cause. If any ground for default or termination
stated in the franchise agreement does not constitute “‘reasonable cause,” as that term may be defined
in the Virginia Retail Franchising Act or the laws of Virginia, that provision may not be enforceable.”

2. 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. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

4. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

ignature P Follow:
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IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

a(n)
By: By:
Name: Name:
Title: Title:
Date: Date:
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WASHINGTON ADDENDUM
TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Washington Franchise Investment Protection Act, Wash. Rev. Code §819.100.010
—19.100.940 applies, the terms of this Addendum apply.

Item 17, Additional Disclosure:

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.

Personal Guarantees. If you are a partnership, corporation or limited liability company, all of your
owners will be required to sign personal guarantees. This requirement places the personal assets of the
franchise owner(s) at risk.
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Diligence Review of Franchisee Sales Process Exhibit. The following is added to the Diligence
Review of Franchisee Sales Process exhibit to the Franchise Disclosure Document:

The Due Diligence Review of Franchisee Sales Process does not waive any liability the
franchisor may have under the Washington Franchise Investment Protection Act, RCW 19.100, and
the rules adopted thereunder.

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.

Fee Deferral

Item 5 and Item 7 of the Franchise Disclosure Document, Section 3.1 of the Franchise Agreement,
and Section 2 of the Multi-Unit Addendum are hereby revised to state that payment of all initial fees,
including the Initial Franchise Fee, shall be deferred until after all of Franchisor’s initial obligations are
complete and the Franchised Business is open for business. In addition, the Multi-Unit Fee shall be
prorated and collected as each unit under the Multi-Unit Addendum is opened.
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WASHINGTON ADDENDUM
TO FRANCHISE AGREEMENT AND MULTI-UNIT ADDENDUM

To the extent the Washington Franchise Investment Protection Act, Wash. Rev. Code §819.100.010
—19.100.940 applies, the terms of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

a. In the event of a conflict of laws, the provisions of the Washington Franchise
Investment Protection Act, Chapter 19.100 RCW will prevail.

b. 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.

c. 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.

d. 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.

e. 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.

f. Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable
estimated or actual costs in effecting a transfer.

g. 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.

h. 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.
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2. Section 22.8 of the Franchise Agreement is amended by adding the following at the end of
that section: “In some circumstances professional fees and expenses are only recoverable where franchisor is
the substantially prevailing party.”

3. Section 22.9 of the Franchise Agreement is amended by adding the following to that section:
“Provided, however, that any modifications to the Franchise Agreement that purport to change an
investor protection included in Washington Franchise Investment Protection Act, RCW 19.100, the
rules adopted thereunder, or required as part of the state registration process is specifically excepted

from this provision.”

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. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

6. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

7. Fee Deferral. Item 5 and Item 7 of the Franchise Disclosure Document, Section 3.1 of the
Franchise Agreement and Section 2 of the Multi-Unit Addendum (if applicable) are hereby amended to state
that all initial franchise fees described in Item 5 of the Franchise Disclosure Document will be deferred until
franchisee has: (a) received all initial training that it is entitled to under the Franchise Agreement or Offering
Circular; and (b) is open for business. If Franchisor is selecting a Multi-Unit Offering, the Multi-Unit Fee
will be prorated and collected as each unit is opened.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

IN WITNESS WHEREOF, the undersigned does hereby acknowledge receipt of this addendum and
has executed this Addendum as of the date Franchisor signs below.

FRANCHISOR: FRANCHISEE:

Al KITCHEN & BATH FRANCHISING, LLC,
a North Carolina limited liability company

a(n)
By: By:
Name: Name:
Title: Title:
Date: Date:
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WISCONSIN ADDENDUM

TO FRANCHISE DISCLOSURE DOCUMENT

To the extent the Wisconsin Franchise Investment Law, Wis. Stat. §8553.01 — 553.78 or Wisconsin
Fair Dealership Law, Wis. Stat. §§135.01 — 135.07 applies, the terms of this Addendum apply.

Item- 17, Additional Disclosures:

For all franchisees residing in the State of Wisconsin, we will provide you at least 90-days’ prior
written notice of termination, cancellation or substantial change in competitive circumstances. The notice
will state all the reasons for termination, cancellation or substantial change in competitive circumstances and
will provide that you have 60 days in which to cure any claimed deficiency. If this deficiency is cured within
60 days, the notice will be void. If the reason for termination, cancellation or substantial change in
competitive circumstances is nonpayment of sums due under the franchise, you will have 10 days to cure the
deficiency.

For Wisconsin franchisees, Ch. 135, Stats., the Wisconsin Fair Dealership Law, supersedes any
provisions of the Franchise Agreement or a related contract which is inconsistent with the Law.
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WISCONSIN ADDENDUM
TO FRANCHISE AGREEMENT

To the extent the Wisconsin Franchise Investment Law, Wis. Stat. §§553.01 — 553.78 or Wisconsin
Fair Dealership Law, Wis. Stat. §§135.01 — 135.07 applies, the terms of this Addendum apply.

1. Notwithstanding anything to the contrary contained in the Franchise Agreement, to the extent
that the Franchise Agreement contains provisions that are inconsistent with the following, such provisions are
hereby amended:

To the extent any of the provisions regarding notice of termination or change in dealership
are in conflict with Section 135.04 of the Wisconsin Fair Dealership Law, the Wisconsin law shall

apply.
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2. Any capitalized terms that are not defined in this Addendum shall have the meaning given
them in the Franchise Agreement.

3. Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

This Addendum is being entered into in connection with the Franchise Agreement. In the event of
any conflict between this Addendum and the Franchise Agreement, the terms and conditions of this
Addendum shall apply.

IN WITNESS WHEREOF, the undersigned have executed this Addendum as of the date Franchisor
signs below.
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D Davies, Goldstein
G & Associates CPA’s PLLC
A Certified Public Accountants

Independent Auditors’ Report
To the Management of A1 Kitchen & Bath Franchising, LLC
Charlotte, North Carolina
Opinion
We have audited the accompanying financial statements of Al Kitchen & Bath Franchising, LLC which

comprise the balance sheet as of December 31, 2022 and the related statements of income, changes in members’
equity and cash flows for the year then ended and the related notes to the financial statements.

no sta efe ahaye precent fa inall_material respects, the financial
position of A1 Kitchen & Bath Franchising, LL.C as of 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. 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 A1 Kitchen &
Bath Franchising, LLC 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

Responsihilities of M: for the Fi ial §
IManagement 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 ofinternal control relevant to the preparation and fair presentation of financial
staternents that are free from material misstatement, whether dueto 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 A 1 Kitchen & Bath Franchising, LLC's ability to
continue asa going concern within one yearafer the date that the financial statementsare available to be issued.

Auditor’s Responsihilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or emror, and to issue an auditor’s report that includes our
opinion. Reasonable assurance isa high level of assurance but is not absolute assurance and thereforeis nota
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detecta
material misstaternent when it exists. The nisk of not detecting a matenal misstaterent resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the overnide 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 inaccordance with generally accepted auditing standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.
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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 and disclosures in the fi ial

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 A1 Kitchen & Bath Franchising, LLC'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 p; of the fi 1al
statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Al Kitchen & Bath Franchising, LLC'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

d scope and timing of the an trol related matters that

PG QR A0S, oS AL,

Matthews. North Carolina
April 24, 2023
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Al Kitchen & Bath Franchising, LLC
Balance Sheet
December 31, 2022

CURRENT ASSETS

Cash and Cash Equivalents
Accounts Receivable
Other Current Assets

Total Current Assets

TOTAL ASSETS

$

$

LIABILITIES & MEMBERS' EQUITY
CURRENT LIABILITIES

Accounts Payable

Accrued Expenses

Contract Liabilities

Line of Credit
Total Current Liabilities

Contract Liabilities, net of current portion
TOTAL LIABILITIES
MEMBERS' EQUITY

TOTAL LIABILITIES & MEMBERS' EQUITY

The accompanying notes are an integral part of the financial statements.
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864,405

63,157
103,319
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Al Kitchen & Bath Franchising, LLC

Income Statement and Statement of Members' Equity

For the Year Ended December 31, 2022

Revenue

The accompanying notes are an integral part of the financial statements.

Initial Franchise Fees S 32,000
Royalty and Other Fees 11,242

Total Revenue 43,242

Expenses

Management and Support Services 351,674
General and Administrative 171,326
Technology 51,255
Marketing 30,432
Tranchisc Operations 18,999

Total Expenses 623,686
Operating Loss (580,444)

Interest Expense 20,127
Net Loss $ (600.571)

Members' Equity, January 1st S -
Members' Contributions, net 750,000
Net Loss (600,571)
Members' Equity, December 31 S 149,429
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A1l Kitchen & Bath Franchising, LLC Franchising, LLC

Statement of Cash Flows

For the Year Ended December 31, 2022

Cash flows from operating activities:

Net Loss
Adjustments

to reconcile net income

to net cash used in operating activities:
Changes in operating assets and liabilities:

(Increase) in accounts receivable
(Increase) in other current assets
Increase in accounts payable
Increase in accrued expenses
Increase in contract liabilities
Net cash used in operating activities

Cash flows from financing activities:

$ (600,571)

(4,498)
(23.613)
63,157

103,319

+r cs-tronrEmreot-Sredtt

Members' Contributions

Net cash provided by financing activities

Net change in cash and cash equivalents

Cash and Cash Equivalents, January 1st

Cash and Cash Equivalents, December 31st

The accompanying notes are an integral part of the financial statements.
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A1l Kitchen & Bath Franchising, LLC
Notes to the Financial Statements
For the Year Ended December 31, 2022

Note 1 - Organization and Business

Al Kitchen & Bath Franchising, LLC (the Company) is a North Carolina limited liability corporation
formed in Georgia in May 2021 for the purpose of conducting franchise operations. The Company sells
franchise rights to own and operate The Designery franchises which create kitchens, bathrooms, closets and
outdoor spaces from design and sourcing to installation. In addition, the Company provides ongoing
support services to franchisees. There were 4 franchise territories operational at December 31, 2022.

Note 2 - Summary of Significant Accounting Policies
Basis of Accounting

The accompanying financial statements have been prepared using the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash in a bank deposit account. As of December 31, 2022, the

Company’s cash balance exceeded the Federal Deposit Insurance Corporation limits. Management deems
the related risk of loss to be remote.

Revenue Recognition
The Company recognizes revenue in accordance with FASB Accounting Standards Codification Topic 606,

Revenue from Contracts with Customers (ASC 606). ASC 606, as amended. is based on the principle that
revenue is recognized to depict the contractual transfer of goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for goods or services
utilizing a five-step revenue recognition model, which includes (i) identify the contract with a customer;
(ii) identify the performance obligations in the contract: (iii) determine the transaction price: (iv) allocate
the transaction price to the performance obligations in the contract; and (v) recognize revenue when or as
the entity satisfies the performance obligation.

The Company’s revenues consist primarily of initial franchise fees charged to franchisees in exchange for
the right to own and operate franchises within a certain territory. Once operational, the Company also
receives monthly royalties and other fees from franchisees. ASC 606 did not impact the timing of revenue
recognition for the royalties and other fees which are recognized monthly as a percentage of revenue
collected by the franchisees.

In applying ASC 606 to initial franchise fees, the Company adopted Accounting Standards Update 2021-
02. Franchisors — Revenue from Contracts with Customers: Practical Expedient. The amendments allow a
practical expedient that simplifies the application of the guidance regarding identification of performance
obligations. Franchisors that are not public business entitics may account for pre-opening services provided
to a franchisee as distinct from the franchise license (if the services are consistent with those included in a
predefined list within the guidance) and can be recognized as a single performance obligation.

Lump sum payments are typically due upon execution of a franchise agreement or renewal. The Company
recognizes the revenue related to pre-opening services as a single performance obligation in accordance
with the guidance. In addition, the Company identified the completion of training as a performance
obligation and recognizes revenue related to this upon completion. The remaining initial fee is related to
the license to utilize the Company’s brand for a specified period of time which is satisfied equally over the

6
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A1l Kitchen & Bath Franchising, LLC
Notes to the Financial Statements
For the Year Ended December 31, 2022

life of the agreement. This deferred revenue is recorded as a contract liability and amortized on a straight-
line basis over the life of the agreement.

Accounts Receivable

Accounts receivable at December 31, 2022 represent royalties and fees due from sales in December.
Management reviewed all outstanding fees and determined an allowance for doubtful accounts was not
necessary.

Use of Estimates

The preparation of 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 the disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results conld differ from these

Note 3 — Line of Credit

The Company has drawn $540,500 on a line of credit of $800,000 as of December 31, 2022. The line bears
interest of 9% and expires on December 31, 2023 at which time all principal outstanding is due.

Note 4 — Related Party Transactions

The lender of the line of credit is a private trust which is a related party.

All management (and related payroll), research, supervision. financial, accounting, investment,
procurement, human resources, legal services. information systems, communications and other required
services are provided by DDL Investments, Inc., a related party. Expenses related to these services of

$327,183 are included in management and support services as of December 31, 2022.

Three of the four operating territories belong to the founding members of the Company. Guaranteed
payments of $48,000 are included in general and administrative expenses.

Note 5 - Subsequent Events
In preparing these financial statements in accordance with Accounting Standards Codification No. 855 —

Subsequent Events, the Company has evaluated events and transactions for potential recognition or
disclosure through April 24, 2023, the date the financial statements were available to be issued.
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HFB Balance Sheet

A1 Kitchen & Bath Franchising, LLC
Jan 2023 - Nov 2023

Hon-Current Assets A1 Kitchen & Bath Franchising, LLC
Current Assets

Cash & Cash Equivalent 139,024.33
Accounts Receivable (13,605.03)
Inventory 6,086.35
Other Current Assets 34,364.44
Total 165,670.09
Mon-Current Assets 37,600.00
Total Assets 203,470.09

Current Liabilities

Accounts Payable 179,551.13
Accrued Expenses 97,645.85
Other Current Liabilities 3,000.00
Total 280,196.98
Lines of Credit 620,500.00
Mon-Current Liabilities 8,000.00
Total Liabilities 908,696.98
Members Equity

Members Capital 579,872.77
Retained Eamings (1,285,099.66)
Total (705,226.89)
Total Liabilities + Equity 203,470.09
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HFBE Format

A1 Kitchen & Bath Franchiging, LLC
Jan 2023 - Nov 2023

Other Revenue

A1 Kitchen & Bath Franchising, LLC

Franchise Fee Income 1,065,961.09
Other Revenue 3,592.25
Total 1,069,553.34
Cost of Sales 325,806.00
Grosz Profit T43,747.25
Expenses

Brand Fund Expenzes 171,564.45
Franchise Development Expenses 256,693.97
G & A Expenses 453,398.36
Marketing Expenses 166,347.36
Operations Expenses 300,349.73
Tech Fee Expenses Z8,103.08
Total 1,376,456.95
Operating Profit (632,709.70)
Other Expenzes 51,818.25
Crther Profit (51,818.25)
Met Income (6B4,527.95)
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Davies, Goldstein
& Associates CPA's PLLC
Certified Public Accountants

Independent Anditors’ Report

To the Managemsent of Al Efichan & Bath Franchising L1LC and Sebaidiary
Chazlotie, North Carolina

Oivini
Wi hree mndited S acoompamying fnancial statamesds of A1 Eiichen & Bath Franchicing, L1.C and Subsidiary
witch comprise S comeolidaid balancs chests a5 of Decamber 31, 2023 and 2022 and the related consolidated

strmants of income, champss o marshars” equity and cash fows for the years then ended and the mlated notes
to the Exancial stements.

In our opizmion, S fnancial saeoents redfeered to above presset fairky, in all morterial respects, the fnancial
poaiticn of Al Efichen & Barh Franckizing, LLC and Subsidiary as of Diecamstar 31, 2023 and 3022 and the
msults of their cpeatomn: and cash flows for the yean then ended W accordancs with accountng principles
panemally accapted i the Unied St of Amwrica.

Basis for Opinios

W condnried oor mdit in accordance with sndifng stmdards pememally accopded in the United Stams of
Amarica. O responsibdlites endar thoes: sizmdards ame further described in the Anditer’s Responsibilites for
the Andst of the: Financial Samments sectiom of oo report. We are requied to be ndependont of Al Erchan &
Bath Franchising, LLC and Snbsidtary and to meet our ofar ethical mepomaibilities in accondancs with S
mlevant etiical regoimments relitmg to our andit. We beliews that the andit evidence we ko obiained i
safficient 2nd approprate to provide 2 basis for our andit opdxion.

Eespomsibilities of Manspement for the Finamcial Sintement:

Managzmant is mesponsible for the preparation and fir pressntation of the financial statsments W accordance:
with accoenting principles pemerelly accepted o the Uniwd St of Apwrica, and for the design,
implementation, and maimtenancs of nterzal control relevant o the preparation and fir presextetion of fnancial
viamsants that arg fres from parial mis statemesd, whethar dne o faed or e,

In prparing e fnancial stakmant, managemant i reguined o smlurs whether thers are condifions or events,
considared in the agmegete, that mise substamtial dowbt about Al Eitchen & Bath Franchizing, LLC and
Subsidiary’s ability to contiome a5 2 going conoarn within one year aftor S date that the S=ancia] vakeants amg
available to be mmed.

Anditor's Responzibilite: for the Audic of the Fizandal Sratements

Orar objecties am o obtzin masonable assurance about whether the fmancial seRment a5 a whole are e
from material mistvceent, whether dne to fand or emor, 2ad o kme a0 mditor's epost that inchdes oar
opinicn. Rsascoable avomancs i a high level of aswomance but is mot absolune assurance and therefors is not a
Fmnmice that an andit condnced m accordancs with genemally accepied mditng standands will always dsmota
maierial eistement when it axists. The misk of mot detecting 2 material omsstriement meeling from fraed is
bigher than for one reeeltng foon aoor, 2 feed may mvohw collusion, forpery, mmmbonal omivcoms,
misrspressntons, of the mwmide of mdema] control Misoement are considersd materal if thars is a
wobstamtia] Blglihood that imdhvidnally or in the agoegate, they would infmence the judgrsent mads by a
mexsomabls nser based on the Snamcial satements.

In parforming an xadit in accordance with generally accepied mditing stamdards, we: [Formatted: Font: 11 pt
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# Emperrise profesional judgment and maintain professional skepticiom thronghout the mdit

»  Identify and assass the risks of ratril misstment of the fnascial sofemet, whether doe to fand
or amor, and design 2nd perform andit procedems euponsive to those msks. Soch procedomns molede
sEARTNNgG, on 2 test basi, evidance regarding the amoests and disclommes in the fnamcial stymments.

=  Oibtxin 2z understanding of intfarnal control relarast o the it = erder to dexign sedit procedures that
ao appropeiate i the cincemstances, but not for the purpose of exprewing an opimdon oo the
sffectvancis of Al Kitchen & Bath Franchiving, I1.C and Sobaidiary’s femal comtrol. Accordmaly,
oo such opinicn i expreased.

« Emhes the sppropramesss of accounting policies mwed and the measozablensss of sigmificant
accountng ertomaies made by canazarant, a well as svalmi the overal] presexdation of S Snamcial
Simens.

s Comchude whether, m our jedrment, Sere are conditions or events, considersd in the ageregate, that
i sbstantial doobt abont Al Etchon & Bath Franchkdsing, 11.C and Snbeidisry's ahility to contizms
& & going concarn for a reasonable period of tme.

Wi ae reguind to copommicate with those charped with govermancs reprding, ameng other manern, the

plazmed soope and tming of the aadit, iimificant md¥ fnding:, and certain intkrzal control relaid oaters

that we idenified during the wndit

PG i e, os A,

M atthears, North Carolina
Apmil X5, 2024
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Al Kitchen & Bath Franchising, LLC and Sobsidiary
Consolidated Balance Shests
December 31, 3023 and 2022

ASSETS
Drepemaber 31, 2023 December 31, 2022

Corrent Assets:

Cash and Cash Equivalents ¥ 15483 3 836,204

Accoumts Receivable 120,156 4408

Feceivable fom Felyed Pary MM -

Crthar Current Assats 107,593 13,613
Total Carrent Asssts F0AT4 B4 405
Lomg-Term Assets:

Fimed Assats, nst 83,301 -

Intansibles, net 124,804 -
Total Long-Tearm Asssis J08, 107 -
TOTAL ASSETS T 08 081 3 Bed I
LIABTLITIES & MEMBERS" EQUITY
CTUREENT LIAEN ITIES

Accoumts Payable 33534 53,157

Accrued Expensas 8,303 103,519

Contract Lisbdlities 395985 5700

Line of Credit 550,500 540,500
Total Corrent Liahilities 1,200 02 11674

Caontract Liabilites, net of ourrent portian 5384 2300

Line of Credit 000G -
TOTAL LIABILITIES 141444 714,874
MEMBERS EQUITY (1505, 965) 140420

TOTAL LIABITITTES & MEMBERS" EQUITY ¥ BiE 041 ] LGN

[ Formatted: Font: 11 pt
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Al Kitchen & Bath Framchizing, L1C and Subsidiary

Consolidated Income Statements and Statements of Members' Equity
For the Years Ended December 21, 2023 and 2021

Eevenne 2023 2022
Fevenue
Initial Franchise Fees, net of defermals (2lote 2) § 7533467 ¥ 32,000
Sale of Product 513,881 -
Fovalties and Orther Feas 100378 11,242
Febates 7012 -
Tatal Reverne 14834838 43242
Costof Sales
Diect Selling Costs 303450 -
Coost of Goeds Seld 86,451 -
Taotal Cost of Goods Sold LO78210 -
Grozs Prafit 403,72 43242
Expense:
General & Adminisrative 414 BED 480,252
Franchise Dievelopment 184527 71,648
Marksting 137,043 7,152
Crperations 172416 34,624
Depreciation and Amertization 13,558 -
Taotal Expensas 942 433 623,686
Crperating Loss {538.705) (380424
Inferest Expenze 46,561 0,127
Net Loas ] (5835 266) ¥ (6005713
Members' Equity, Jannary 1st ] 148228 7 -
Members' (Dismbuabons) Contribatons, net {150,000 750,000
Met Loss (583.266) (600,571
Members' Equity, December 31 ] (503.963) ¥ 12k 420
The ACCOMDENiNng NOtes are &N integral part of the finsndal statem snts. =
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Al Kirchen & Bath Franckizing, LLC and Subsidiary

Comsalidaied Statements of Cash Flows
For ihe Year: Ended December 31, 2023 amd 2022

Cach fows from operating scovities:

Het Loss.

Depreciation and Arortizxtion

Adfnstments to reconcils net moome

to net cash med in operating activites:

Changes in oparating asvets and liakilitics:
{Increasa) m accowmts recaivable
{Increass) in other cummnt Mt
{Increasa) in recsivable from related pasty
Increass in acocounts payable
(Ducreass) Increass in accmed axpemsas
Increass in contract liabilities
Mut cash wsed in operting activities

Cach fows from investimg sctivities:
Purchase of fixed assets
Purchace of website and cther intangible:
Purchese of stome model plan
Mot cash msed in investing activities

Cach flows from fimamcing activines:
Proceeds from Lime of Crodit
Mamber:” Contributicos

Mot cash {nsed in) provided by financing activites

Net chamge im cash and cash equivalenis
Cach snd Cazh Equivalents, Jaznary Lt

Cach sand Cazh Equivalents, December 31t

Rz d Cash Flow E

Conids ol i Tl

The accompanying nobes are an inkesral part of the finandsl statements.

M M
T© (W52 & (600.571)
13,558 -
24,655 {4,498)
(24,080 (23,413
(247,647 -
172,167 63,157
(24,008 103,318
441,829 8,000
[508,01%) [=54,708)
(232 -
{112,740 -
(20.600)
221,665 -
£0,000 540,300
{150,000) 750,000
[70,004) 1280, 500
(E00,683) B36.294
£36,204 -
37,611 T E3E204
134£0 3 -

© 2023-Al-Kitchen-& Bath2024 HFB FenceCo Franchising, LLC —El-7
20232024 FDD 1-v1F{MN)

[ Formatted: Font: 11 pt

Formatted: Justified, Indent: Left: 0.04", Hanging: 0.01",
Right: 0", Space After: 0.25 pt, Line spacing: Multiple 1.03




Al Eitchen & Bath Franchosing, LT.C and Subzidiary
Notes to the Consobidated Finamcial Statements
For the Years Ended December 31, 2023 and 2022

Naoie ] - Qrganization and Besness

Al Kitchen & Bath Franchising, LLC is 2 Morth Carolina Exited Eability corporation formsed in Georgia in May
3021 Sor @ purpons of condncting franchies opentions. The Company sells Sanchive rights to owa and opents
The Dosigmery franchises which cmeane kitchens, bathrooms, and closets fom desigm and sowrcing to
installation. In addition, the Company provides cogoimg suppert services o fanchisess. Thers were 28 franchise
tarmitoniss wold & of Decanmsbar 31, 27023, 14 of which wers oparational

TD Fulfllesnt Sarvices, LLC, a wholly owned subsidiary of Al Eichen & Bath Frazchisimg, LLC was formed

in Mary 2023 for the purpose of providing design and procorenest services a5 weldl 2: ready to Install products
to Eanchizear.

Al Kitchen & Ba® Franchizing, 11.C and TD Fulfillmant Sarvices, LLC are borein reported as a combined
sntity (refurred 10 as “the Compamy™) All transactions berawen the entifies heve been eiminsded in the
accompanymy combized Snamcial strtements in accordanes with ASC 310, Comsoliakmtion.

Note 1 - Summary of Significant Accouztng Policies

Basis of Acoounting
The accompamying fmancial statements bave been prepared nsing the: accmual basis of accounting in accordmnce
with accoemting principles penamally accepted in the Undted Staes of America.

Caah and Cash Equitalonts

Cash and cash squinalents consdst of cash in bank deposit accomts.  The: carrying amonnt approximates fair
vabes dug to the pature of the mstuments As of Decamber 31, 2023 and 2022, the Company's cash balancss
&id not excesd Fedaral Deposit Insurancs Corpomation. Emits of $2°50,000 par deposttor per hazk.

Eevame Fecognizion

The Company recognires revanus in accondancs with FASH Accounting Standerds Codification Topic 606,
Revenue from Comeacts with Customers (ABC 608). ASC 804, 2: amendad, 1s based oo the prindple that mveorss
is recognized to depict the comtracmal transfor of goods or searvices to cusiomens in an anscumt that rflect: the
consideration bo which the: entity expects 1o be sntitled in sxchamge for goods or sarvices utiizng a fuve-sbep
m‘mmngnm.mmnhL'n‘hmhmr}nhmuinhf_rﬁm comiract with & cestomer; (i) identify the parformance
chligations in the contract () deteemie the tansacton price; () allocate the tansacton poice to the
parforzamcs obligations in the contract; and (v) mcogmiz revenne whes or as the etity satisSes the parformance
obligation.

The Compamy’s Tetwearses consist prinarily of intthl fanchde fees charped to feanchisess in sxchamgs for the
right fo own and opemts fanckises within a cartain temdtory. Cmce opesraticoal, the Comspamy also recsives
muonthiy rovaltics and other fees from franchisess. ASC 6046 did not impact the tming of v recogaiticn
for the royalties and other foss which are recognized monthly 2: 2 percentage of reveone collected by e
franchises

In zpplying ASC €0¢€ to mital fanchize foss, the Company adopted Accounting Sandard: Updam 2021-02,
Flramefisors - Revense fom Contraces witk Customers: Prococal Expedienr. The amendmants allow 2 practical
expedisnt that wimplifies the appication of the puidwmoe mgarding identification of performance obligations.
Franchisors that are ot pubic badness sotties mary account for pre-opezdng services provided to a Sanckises
a5 distinct oo the fanchise Branse (& the sandioes am consivteatwith dowe mchudod in a predefmed 1t within
tha guidance) and cam be recogmized as a single performancs obligation.
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Al Kitchen & Bath Franchising, LLC and Subsidiary
Notes to the Conzolidated Financial $tatements
For the Years Ended December 21, 2022 and 2022

Lump e pryments ars fypically dus npon erecution of a fanchise agreament or rensaral The Company
recoEnizes the revenne milatd to pre-opeaing servicss as 3 singls parformance chligation in accordancs with the
Foidence. In additien. the Cempany identfied the comsplecon of caining as » parformance obligation and
TRCOEniTEs revanns ralxied to &ds upen completion. The remaining nitial fiss is related to the licemss: to utlize
tha Company s brand for 2 specified period of time which is satisfied equalhy over the Bfe of the agreament. This
defarred revemne i recorded 2 a2 comtract Labdlity and amertized on a straight-ine hasis over the Efe of the
Agrsament

Franchisee: are requirsd to pary a royalty feo of 3-7% of the monthly grous recedpts of the Sanchised busmass.
Gross recaipts are reporsd by the framchizses 2 month in armams. The Company also charges a markoting fus or
brand fomd foe i addition to a technology fs for sach franchdses.

AT prosduct is shipped directhy to the fanchises or job sits 2nd 15 invoiced wpon plicing the ondar a5 the saming
process i cozaplete omcs the coder has been placed by the Compamy.

Accoents Eocaivable

Awcooumts receivable at Decansber 31, 2023 reprecent royelties and fees dus 2nd not yet emitied, initial fanchise
foon due and mot yet mpsitted, and vodces for sales ordam coopleted. The Company mcorded accounts
recaivable of 243 521 and $4 45 a5 of Decamber 31, 2023 and 2022, respectively. Managemant renicaned all
oetstanding fess and determingd an allowance for dowbefal accounts was ot necsssary as of Decamber 31, 2023
and 03

Fixnd Ascet and Inbmeibio Asset

In 2023, fimed assets were parchased with wsefol Bves of 3 to 5 yean comdsting of software, websdie, and
opsrytion mazenls. Depreciation and arscrtization sapansae of $13,55E iz inclnded i the acccospamying Smancial
sizienzants for the year ended Decsnshar 31, 2023

Thw preparation of fnancial statements in condormity with accounting principles gensrally accepted in the Unied
Sertes of Amarica reqeins management to maks astimares and ammpions that affect the repord amounts of
asaats and Eabidlition and the disclowure of contingent et and Habilites at the date of the Smancial statements
and the reported amcunts of revermes and expanses during the meporting paricd. Actml revalts coeld differ from
thase estimates.

Beclassifications
Cortain pricr year arscents have been mclassifiod for consivency with the coreat year preseatation. Thess
rechissifications had no effect on the reported result of operatom:.

Naote 3 - Income Taxe:

Tha Company is a Exmited liability compamy which is treated as a parmemhip for tax puorposes. As mch, e
membtsrs report and pay Dooms toes Srowgh thedr parsonal o retums. The Comspary genseally does not pay
Income taxes. As 2 revalt, no provision for inoome taxes has bean inchnded I thess Smancial stataments.

T Compazy follows the gaidance m ASC 740-10 as it relaies to encerhis taw positions as of Decensbar 31,
113 and hes evalted it Bx positions taken for flings with the [eemal Feveme Service and the sate
Jurisdiction of Morth Casoliza whers it oparates. The Company has not recorded 2oy resarves, or related acomals
for inturest and peralrics for encartin mooms tax positions. The Compasry i sabject to routing aadits by xing
Jurisdictions; homwner, thans are carsathy no xadit i progress.
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Al Kitchen & Bath Franclizing, IL.1.C and Subsidiary
Notes to the Consolidated Financial Statements
For the Years Ended December 31, 2023 and 2022

Mote 4 — Lime of Credst

T Company bas dowam $550,500 (2022 - $540,500) on 2 bne of credst of $800,000 as of Dieceenbar 31, 2023.
Thx ling beam intarest of #%¢ and axpired on Decamsbar 31, 2023, Inwrest payments. coxtime to'be ade peoathhy
rextil the principal is fally rpaid

In Angust 2023, the Comypamy snitered inte & new Ene of credst with a privabe sadity of $1,000,000 and kas drwwmn
L70,000 a5 of Decensbar 31, 2023 Tha Eno bears intarest of %% amd materns in Deconshar 2025, Only inteust
Paymants are regaired prior to the materity date.

Naote 3 - Related Party Tranzactions
Ths: lendems of the lings of credit aps both privats entities and related pastics.

AT mema gement, resaarch, separvision, fnancial | accounfing, imsestment, procurssent, nman reeoerces, kegal
warvices, nformaton nystems, coprrerications and other regaired wrvices are provided by DD Investments,
Inc. (DOL). amlated party. As of Decamsber 31, 27023 Swre are no sooployess of the Compamy as all operticoal
-uppmu-wm&d.h'}'mlW'ﬂnﬂ:hhﬁnﬂuﬁ:hﬂﬂbaﬂnfﬂumﬁnﬁmnfhtmm

thromgh DDL as part of the management agmemant Approsimataly $140,00) was dos 9o ODL as of
Dwcambar 31, 122 inchnded in accounts payable. The recsivable Som related party of $147,541 is due to the
Compamy a of December 31, 2023 from DI,

Four of the oparatmg softons: belong to the founding mesabem of Se Company a5 of Decanshar 31, 2023,
Grearanteod payesants of $52,000 (2022 - $48,000) are incmded in gezeral and administative cxpansas.

Note § - Fixed Aszet and Intamgible Azssen

Fixed auets and intangible assets at Decenshar 31, 2023 and 2022 consist of the Sollowing:

2023 2032

Software £88.323 3 -
Lass: Accermlated Apsortization 3,04 -
£83.300 -

Wabsits and Manuals 112,740 -
Lass: Accemmlaed Depreciation. (6,85T) -
Frmed Asusets, net 1103873 H -

Naote T - Subsequent Eveniz

In preparing thess fmancial sbaments in accondance with Accoesting Stmderds Codification Mo 855 -
Subsaquant Fuents, the Compamy hes svaluaied svents and tansactions for petential moogmition or disclommes
Apri 25, 2024, tiw daie the fxancial strtemead: weee available to be ueed.  The Compazy has o knowledze
of significant subwequent eveats as of this date that would requite admstment to or disclosurs in the Snamcial
samnsants.
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Al KITCHEN & BATH FRANCHISING, LLC
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Al Kitchen & Bath Franchising, LLC

Current Franchisees as of December 31, 2023:2022

20232024 FDD 1-V1F(MN)

. . Last . Terr. Zip Emait | Inserted Cells
Ne-Territory FirstName NameEntit Address City State State Code Phone ; Eirail
8700
. L = 715
. Prime Living Maitland (715) . .
TDO0014 Chris Doney Spaces. LLC | Summit Blvd, Orlando FL FL 54701 497- chris.doney@thedesignery.com
5762
Apt. 146
Ridley &
0002TD0018 DustinKeisha F;fr? e 9204 | CalhounWinter | ¢\ | £y ggzgq | 796861 74377 : e Linsorted Coll
B Lona Holdinds Brgd_lelqh Garden — | = 790134787 5259 keisha.long@thedesignery.com
£ong —g_lLLC rive ===
Leap of Faith 9204 Winter (407)
TDO0019 Keisha Long Holdings, Bradleigh — FL FL 34787 717- keisha.long@thedesignery.com
1DUIY - Garden —
LLC Drive 6259
Casey-& | Ridley-& Al Kitchen & | 402 Direct (706-) casey ridley ' Deleted Cells
0004TDO00L | Bustin Casey Bath Design, | Connection Rossville GA | 30741GA | 30701 861- A { Inserted Cells
Ridley LLC Drive 7901 @thedesignery.com |
0004 | 2 Dukes 1167 MeD oA Chattanooga ™ 37412 " Inserted Cells
Casey-& Ridlev.-& 2538-NW-Keith Clavel [ Deleted Cells
0003TD0002 | °** Casey | SveetTopShelt) o0 Celn%fr TnCalhoun | 37312GA | GA | 30701 | (796 casey.ridley Inserted Cells
s Ridle Cabinetry Dri = | = | & | 861-7901 @thedesignery.com
Yy LLC Drive | Inserted Cells
. K4 Investment 9640 Pecan (678) . .
TD0026 Eric Kerley Holdings, Inc. Springs Chattanooga TN GA | 37421 777-5556 eric.kerley@thedesignery.com
Proverbs 163 | 241 N Colony (817) . .
TD0023 Joel Senger Ventures, Inc. Dr, Edgewood KY KY | 41017 300-8717 joel.senger@thedesignery.com
Proverbs 163 | 241 N Colony (817) . .
TD0024 Joel Senger Ventures, Inc. Dr. Edgewood KY KY | 41017 300-8717 joel.senger@thedesignery.com
Craig Asurd .
TD0006 and Tim N/A 3475 Nestlin Fort Mill SC NC | 29708 (704) craig.ausrud@thedesignery.com
Lane 770-6602
Gunnels ==
Craig Asurd .
TDO0007 and Tim N/A 3475 Nestlin Fort Mill SC NC 29708 (704) craig.ausrud@thedesignery.com
Lane 770-6602
Gunnels
Dana Merril 10 Boxwood . 774 . .
TDO0012 and Anna- Amsel Corp Drive Youngsville NC NC 27596 249-8165 dana.merrill@thedesignery.com
[Formatted: Font: 12 pt
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Louis
Merril
Dana Merril
and Anna- 10 Boxwood . (774) . )
TD0013 Louis Amsel Corp Drive Youngsville NC NC | 27596 | ,,q 8165 | dana.merrill@thedesignery.com
Merril
Jeff JMS Vortex, 9324 Rosalyn . (413) . : .
TDO0016 Swinehart Inc. Glen Road Cornelius NC NC 28031 883-8516 jeff.swinehart@thedesignery.com
Jeff JMS Vortex, | 9324 Rosalyn . 413 . . .
TDO0017 Swinehart Inc. Glen Road Cornelius NC NC | 28031 883-8516 jeff.swinehart@thedesignery.com
Al Kitchen & Bath Franchising, LLC
Current Franchisees as of December 31, 2023:
. : . Terr. Zip o
Territory Name Entity Address City State | Sie | Code Phone E-mail
Rebecca Merola . 1165
TDO0005 & Theodore MeroII_angsher Presidential Quakertown PA PA 18951 263755%86_ rebecca.merola@thedesignery.com
Fisher — Drive —
Craig Asurd and 3475 Nestling . (704) 770- . .
TD0008 Tim Gunnels N/A Lane Fort Mill SC SC 29708 6602 craig.ausrud@thedesignery.com
Nate
VanValkenburg NS Holdings, 5886 Ryans North (843) 614- .
TDO010 and Shawn LLC Bluff Road Charleston sC sC 29418 9202 nate.van@thedesignery. ol
Ferguson
Nate
VanValkenburg NS Holdings, 5886 Ryans North (843) 614- .
TDooLL and Shawn LLC Bluff Road Charleston sC st 29418 9202 nate.van@thedesignery.com
Ferguson
Al Kitchen &
TDO0003 Casey Ridley Bath Cleveland, 2538 NW Health Cleveland TN TN 30701 706) 861- casey.ridley@thedesignery.com
LLC Street 7901
TD0004 | Andrew Dukes Risto Holdings. 10420_K|nqston Knoxville TN TN 37922 (865) 770- andrew.dukes@thedesignery.com
LLC Pike B 3331
Melanie Sackett .
D —— Sackett 23516 Twin . (863) 206- .
TDO009 andS al?::rlf;(tian Hol—dinqs, Inc. ‘Oaks Drive Spring > > 77389 2196 brandon.sackett@thedesignery.com

© 20232024 Al Kitchen & Bath Franchising, LLC
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Al Kitchen & Bath Franchising, LLC
Franchisees with Unopened Outlets as of December 31, 20232022

None
; q . Terr. Zip .
Territory Name Entity Address City State State Code Phone E-mail
TD0020 Teresa Daniel TA&V\II_ESS' n 117B 4th St SE Cullman AL AL 35055 (—)—25533139_ teresa.mcdonald@thedesignery.com
TD0021 Teresa Daniel T&V\II_ESS' n 117B 4th St SE Cullman AL AL 35055 251633‘139' teresa.mcdonald@thedesignery.com
. Southern Belle 4820 Power (404) 354- . .
TDO0033 Allie Hauser Atlanta, LLC Ferry Road NW Atlanta GA GA 30327 1510 allie.hauser@thedesignery.com
. Southern Belle 4820 Power (404) 354- . .
TDO0034 Allie Hauser Atlanta, LLC Ferry Road NW Atlanta GA GA 30327 1510 allie.hauser@thedesignery.com
. Southern Belle 4820 Power (404) 354- . .
TD0035 Allie Hauser Atlanta, LLC Ferry Road NW Atlanta GA GA 30327 1510 allie.hauser@thedesignery.com
. Southern Belle 4820 Power (404) 354- . .
TDO0036 Allie Hauser Atlanta, LLC Ferry Road NW Atlanta GA GA 30327 1510 allie.hauser@thedesignery.com
. Southern Belle 4820 Power (404) 354- . .
TDO0037 Allie Hauser Atlanta, LLC Ferry Road NW Atlanta GA GA 30327 1510 allie.hauser@thedesignery.com
. Southern Belle 4820 Power (404) 354- . .
TD0038 Allie Hauser Atlanta, LLC Ferry Road NW Atlanta GA GA 30327 1510 allie.hauser@thedesignery.com
Carolina The Collective 4508 Sharon (239) 207- . ) A
TD0039 Preciado Whole, LLC Chase Drive #H Charlotte NC NC 28215 2024 carolina.preciado@thedesignery.com
© 20232024 Al Kitchen & Bath Franchising, LLC H L-4
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Al Kitchen & Bath Franchising, LLC
Former Franchisees

The name and last known address of every Franchisee who had a The Designery Franchise transferred, terminated, cancelled, not renewed,
or otherwise voluntarily or involuntarily ceased to do business under our Franchise Agreement during our last fiscal year, or who has not
communicated with us within ten (10} weeks-of the-lssuanee-Date-of this-Franchise- Bisclosure-Decumentweeks of April 19, 2024, are listed below.
If you buy this Franchise, your contact information may be disclosed to other buyers when you leave the Franchise System.

None
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Al KITFCHEN-& BATH-FRANCHISINGKItchen & Bath Franchising, LLC
FRANCHISE DISCLOSURE DOCUMENT

DILIGENCE REVIEW OF FRANCHISEE AFFIRMATIONSAND
ACKNOWILEDGEMENTSSALES PROCESS
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DILIGENCE REVIEW OF FRANCHISEE AFFIRMATHONSAND
ACKNOWILEDGEMENTSSALES PROCESS

This document is not applicable to and shall not be used as to any franchise offer and/or sale
involving any California resident and/or franchisee as the Franchise Acknowledgement violates
California Corporations Code sections 31512 and 31512.1.

As you know, Al- Kitchen- & Bath Franchising, LLC (“we” or “us”), and you are preparing to enter
into a Franchise Agreement and Multi-Unit Addendum (as applicable) for the operation of a franchised
bustnessfranchise (a “Franchised Business”). The purposes of this Franchisee—Affirmations—and
Acknowledgements—(“Acknowledgement™yQuestionnaire are to determine whether any statements or
promises were made to you that we have not authorized or that may be untrue, inaccurate or misleading, to
be certain that you have been properly represented in this transaction, and to be certain that you understand
the limitations on claims you may make by reason of the purchase and operation of your Franchised
Business.franchise. You cannot sign or date this AcknewledgementQuestionnaire the same day as the
Receipt for the Franchise Disclosure Document; but you must sign and date it the same day you sign
the Franchise Agreement and Multi-Unit Addendum (as applicable) and pay your franchise fee._Please
review each of the following questions carefully and provide honest responses to each question. If you answer
“No” to any of the questions below, please explain your answer on the back of this sheet.

© 2023 Al Kitchen & Bath Franchising, LLC 1-2
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-Yes No

Have you received and personally reviewed the Franchise Agreement and Multi-

Unit Addendum (as applicable), as well as each exhibit or schedule attached to the
agreements you intend to enter into with us?

Yes No Have you received and personally reviewed the Franchise Disclosure Document we
provided?

Yes No Did you sign a receipt for the Franchise Disclosure Document indicating the date
you received it?

Yes No Do you understand all the information contained in the Franchise Disclosure
Document, Franchise Agreement and Multi-Unit Addendum (as applicable) you
intend to enter into with us?

© 2023 Al Kitchen & Bath Franchising, LLC -4
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Yes

No

Have you reviewed the Franchise Disclosure Document, Franchise Agreement and

Yes

No

Multi-Unit Addendum (as applicable) with a lawyer, accountant or other
professional advisor and discussed the benefits and risks of operating a Franchised
Business with these professional advisor(s)?

Do you understand the success or failure of your Franchised Business will depend

Yes

No

in large part upon your skills, abilities and efforts and those of the persons you
employ, as well as many factors beyond your control such as weather, competition,
interest rates, the economy, inflation, labor and supply costs, lease terms and the
marketplace?

Do you understand that you must devote your personal full-time attention and best

Yes

No

efforts to the management and operation of your Franchised Business and will not
own, maintain, engage in, be employed by or have any interest in any other business
other than the Franchised Business?

If you do not intend to devote your personal full-time attention and best efforts, did

Yes

No

you receive permission from the franchisor to own, maintain, engage in, be
employed by or have any interest in any other business?

Do you understand we have only granted you certain exclusive territorial rights

Yes

No

under the Franchise Agreement and Multi-Unit Addendum (as applicable) and that
we have reserved certain rights under the Franchise Agreement and/or Multi-Unit
Addendum (as applicable)?

Do you understand we and our affiliates retain the exclusive unrestricted right to

Yes

No

10.

engage, directly or through others, in the providing of services under the The
Designery mark or other mark, at any location outside your Designated Territory,
without regard to the proximity of these activities to the premises of your
Franchised Business?

Do you understand all disputes or claims you may have arising out of or relating to

Yes

No

11.

the Franchise Agreement must be mediated, at our option, in Mecklenburg County,
North Carolina?

Do you understand the Franchise Agreement provides you can only collect

Yes

No

12.

compensatory damages on any claim under or relating to the Franchise Agreement
and you are not entitled to any punitive, consequential or other special damages?

Do you understand the sole entity or person against whom you may bring a claim

Yes

No

13.

under the Franchise Agreement is Al Kitchen & Bath Franchising, LLC?

Do you understand all persons whose names appear on the Franchise Agreement

must successfully complete the appropriate initial training program(s) before we
will allow the Franchised Business to open or consent to a transfer of that
Franchised Business?

© 2023 Al Kitchen & Bath Franchising, LLC I-5
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Yes

No

14.

Do you understand that we require you to successfully complete certain initial

Yes

No

15.

training program(s) and if you do not successfully complete the applicable training
program(s) to our satisfaction, we may terminate your Franchise Agreement?

Do you understand we do not have to sell you a franchise or additional franchises

Yes

No

16.

or consent to your purchase of existing franchises?

Do you understand that we will send written notices, as required by your Franchise

Yes

No

17.

Agreement, to either your Franchised Business or home address until you designate
a different address by sending written notice to us?

Do you understand that we will not approve your purchase of a franchise, or we

Yes

No

18.

may immediately terminate your Franchise Agreement and/or Multi-Unit
Addendum (as applicable), if we are prohibited from doing business with you under
any anti-terrorism law enacted by the United States Government?

Is it true that no broker, employee or other person speaking on our behalf made any

Yes

No

19.

statement or promise regarding the costs involved in operating a Franchised
Business that is not contained in the Franchise Disclosure Document or that is
contrary to, or different from, the information contained in the Franchise Disclosure
Document?

Is it true that no broker, employee or other person speaking on our behalf made any

Yes

No

20.

statement or promise regarding the actual, average or projected profits or earnings,
the likelihood of success, the amount of money you may earn, or the total amount
of revenue a Franchised Business will generate, that is not contained in the
Franchise Disclosure Document or that is contrary to, or different from, the
information contained in the Franchise Disclosure Document?

Is it true that no broker, employee or other person speaking on our behalf made any

Yes

No

21.

statement or promise or agreement, other than those matters addressed in your
Franchise Agreement and/or Multi-Unit Addendum (as applicable) concerning
advertising, marketing, media support, marketing penetration, training, support
service or assistance that is contrary to, or different from, the information contained
in the Franchise Disclosure Document?

Is it true that no broker, employee or other person providing services to you on our

Yes

No

22.

behalf has solicited or accepted any loan, gratuity, bribe, gift or any other payment
in money, property or services from you in connection with a Franchised Business
purchase with exception of those payments or loans provided in the Franchise
Disclosure Document?

Did you receive the Franchise Disclosure Document at least 14 days before you

Yes

No

23.

completed and signed this Questionnaire?

Did you receive the Franchise Agreement at least 7 days before you completed and

signed this Questionnaire?

© 2023 Al Kitchen & Bath Franchising, LLC 1-6

2023 FDD 1 VIF (MN)



YOU UNDERSTAND THAT YOUR ANSWERS ARE IMPORTANT TO US AND THAT WE WILL
RELY ON THEM. BY SIGNING THIS ACKNOWLEBGMENTQUESTIONNAIRE, YOU ARE

REPRESENTING THAT YOU HAVE CONSIDERED EACH QUESTION CAREFULLY AND
RESPONDED TRUTHFULLY TO THE ABOVE QUESTIONS.

[Do not sign this Questionnaire if you are a California resident, or the franchise is to be located in California.]
[Do not sign this Questionnaire if you are a Maryland resident, or the franchise is to be located in Maryland.]
[Do not sign this Questionnaire if you are a Washington resident, or the franchise is to be located in
Washington.

Signature of Franchise Applicant .Signature of Franchise Applicant

Name (please print)

Name (please print)
Dated: - 20

Dated: 20

© 2023 Al Kitchen & Bath Franchising, LLC -7
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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 state, 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 of the Effective Date stated

below:

State Effective Date
California Net-RegisteredPending
Hawaii NetRegisteredPending
Ilinois May-25-20623Pending
Indiana May-16-2023Pending
Maryland Pending
Michigan Awugustlanuary 8, 20242022
Minnesota Jandary-1#-20624Pending
New York Pending
North Dakota Pending
Rhode Island May-15-2023Pending
South Dakota Pending
Virginia Pending
Washington Pending
Wisconsin May-10.-20623Pending

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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RECEIPTS (OUR COPY)

This disclosure document summarizes certain provisions of the Franchise Agreement and other
information in plain languageEnglish. Read this disclosure document and all agreements carefully.

If Al- Kitchen- & Bath Franchising, LLC offers you a franchise, it must provide this disclosure document
to you:

a) 14 calendar-_days before you sign a binding agreement with, or make a payment to, the
franehiserus or an affiliate in connection with the proposed franchise sale-, or

(b) Under New York a
if applicable, at the earlier of the(i) your flrst personal meetlng eHo dlscuss the franchlse or (||) 10
business days before the-execution-of-the-franchise-or-other-agreementsyou sign a binding agreement
with, or make payment ef-any-considerationthatrelatesto-theto us or an affiliate in connection with the
proposed franchise relationship-sale, or

(c) Michigan requires that we give you this disclosure document at least 10 business days before
the execution of any binding franchise agreement or other agreement; or the payment of any consideration,
whichever occurs first:, or

(d) Under lowa law, if applicable, at the earlier of the first personal meeting or 14 calendar days
before the execution of the franchise agreement or other agreement or the payment of any consideration
that relates to the franchise relationship.

If Al Kitchen & Bath Franchising, 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 law and state law may have
occurred and should be reported to the Federal Trade Commission, Washington, DC 20580, and the state
administrator identified in Exhibit A of this Franchise Disclosure Document. A list of franchisor’s agents

registered to receive service of process is listed as Exhibit A of this Franchise Disclosure Document.

The name, principal business address, and telephone number of each franchise seller offering the
franchise is:

Zack Dudan, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121
Jason Jobe, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121

Brian Dungan, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121
Michael D. Aiello, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121

Casey Ridley, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121

Issuance Date: April 19, 2024

I received a disclosure document dated April 19, 2024, that included the following Exhibits:

Exhibit A List of State Administrators and Agents for Service of Process
Exhibit B Franchise Agreement
Exhibit C Statement of Ownership
Exhibit D Confidentiality and Restrictive Covenant
Exhibit E Electronic Funds Withdrawal Authorization
Exhibit F Multi-Unit Addendum
Exhibit G Sample Assignment and Assumption Agreement
Exhibit H Collateral Assignment of Lease
Exhibit | State Specific Addenda
Franchise—Disclosure—Document-© 2024 Al Kitchen & Bath
Franchising, LLC 0-2

2024 FDD v1F

[ Formatted: Font: 10 pt

)

Formatted: Normal, Border: Top: (No border), Bottom: (No
border), Left: (No border), Right: (No border), Between : (No
border), Tab stops: 3", Centered + 6", Right




Exhibit J Financial Statements
Exhibit K Operations Manual Table of Contents
Exhibit L List of Franchisees and Franchisees That Have Left the System in the Past Fiscal
Year
Exhibit M Diligence Review of Franchisee Sales Process
Exhibit N State Effective Dates
Exhibit O Receipts
If an Individual: If a Business Entity:
Signature: Signature:
Printed Name: Printed Name:
Telephone No.: Entity:
Date: Title:
Date:

You should return one copy of the signed receipt either by: signing, dating, and mailing it to Zack Dudan

at 107 Parr Drive, Huntersville, NC 28078; or emailing (as an attachment) to Zack Dudan at

development@toprailfence.com. You may keep the second copy for your records.
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RECEIPTS (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. H-Al-Kitehen-

If Al Kitchen & Bath Franchising, LLC offers you a franchise, it must provide this disclosure document
to you:

(a) 14 calendar days before you sign a binding agreement with, or make a payment to, us or an
affiliate in connection with the proposed franchise sale, or

(b) Under New York law, if applicable, at the earlier of (i) your first personal meeting to discuss
the franchise, or (ii) 10 business days before you sign a binding agreement with, or make payment to us or
an affiliate in connection with the proposed franchise sale, or

(c) Michigan requires that we give you this disclosure document at least 10 business days before
the execution of any binding franchise agreement or other agreement or the payment of any consideration,
whichever occurs first, or

(d) Under lowa law, if applicable, at the earlier of the first personal meeting or 14 calendar days
before the execution of the franchise agreement or other agreement or the payment of any consideration
that relates to the franchise relationship.

If Al Kitchen & Bath Franchising, 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 law and state law may have
occurred and should be reported to the Federal Trade Commission, Washington, DC 20580, and the state
administrator identified in Exhibit A of this Franchise Disclosure Document. A list of franchisor’s agents
registered to receive service of process is listed as Exhibit A of this Franchise Disclosure Document.

The name, principal business address, and telephone number of each franchise seller offering the
franchise is:

Zack Dudan, Homefront Brands;, 107 Parr Drive, Huntersville, NC 28078; (980) 443-2700441-1121

ChristinaRedgersJason Jobe, Homefront Brands:, 107 Parr Drive, Huntersville, NC 28078; (980) 443-
2700441-1121

Garret HinejosaBrian Dungan, Homefront Brands;, 107 Parr Drive, Huntersville, NC 28078; (980) 442-
2700441-1121

Michael D. Aiello, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121
Casey Ridley, Homefront Brands, 107 Parr Drive, Huntersville, NC 28078; (980) 441-1121

Issuance Date: April 29,-202319, 2024

I-have received a disclosure document issueddated April 29,2023 —-which19, 2024, that included the
following Exhibits:

Exhibi F . 6 . y
© 20232024 Al Kitchen & Bath Franchising, LLC ——KO-4
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Exhibit A List of State Administrators and Agents for Service of Process

Exhibit B Franchise Agreement

Exhibit C Statement of Ownership

Exhibit D Confidentiality and Restrictive Covenant

Exhibit E Electronic Funds Withdrawal Authorization

Exhibit GF Multi-Unit Addendum

Exhibit G Sample Assignment and Assumption Agreement

Exhibit H Collateral Assignment of Lease

Exhibit Bl State Specific Addenda

Exhibit £J Financial Statements

Béhi—bi-t—; -—:""%"L‘ff—r%r!—ff—‘—i—;—ﬂ—s—‘**r;r”r%—"%—!—‘—5775 7777777

Exhibit 6K Operations Manual Table of Contents

Exhibit HL List of Franchisees and Franchisees That Have Left the System in the Past Fiscal

Year

Exhibit M Diligence Review of Franchisee Affirmations-And-AcknowledgementsSales Process

Exhibit JN State Effective Dates

Exhibit KO Receipts
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If an Individual: If a Business Entity:

Signature: Signature:
Printed Name: Printed Name:
Telephone No.: Entity:
Date: Title:
Date:
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