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
California. 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 California than in your own state.

2. Spousal Liability. Your spouse must sign a document that makes your spouse liable
for all financial obligations under the franchise agreement, even if 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.

3. Mandatory Minimum Payments. You must make minimum royalty 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.

4. 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.

5. Short Operating History. The franchisor is at an early stage of development and
has limited operating history. This franchise is likely to be a riskier investment than
a franchise in a system with a longer operating history.

6. Unregistered Trademark. The primary trademark that you will use in your
business is not federally registered. If the Franchisor’s ability to use this trademark
in your area is challenged, you may have to identify your business and its
products/services by a different name. This change can be expensive and may
reduce brand recognition of the products and services you offer.

7.

Unopened Franchises. The franchisor has signed a significant number of franchise
acreements with franchisees who have not vet opened their outlets. If other franchisees are
experiencing delays in opening their outlets. you also may experience delays in opening
your own outlet.

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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(m) Gross Sales — means the total revenue derived by each Anchored Tiny Homes Business related to the sale,
construction and/or installation of ADUs, less sales tax, discounts, allowances and returns. Gross Sales include
Contract Deposits for ADUs that may or may not have been installed during the Calendar Year but exclude receipts
and revenues received during the Calendar Year for ADUs installed and completed in a prior Calendar Year.

(n) Median — means the data point that is in the center of all data points used. That number is found by examining
the total number of data points and finding the middle number in that set. In the event the number of data points is
an odd number, the median will be the center number. If the dataset contains an even number of data points, the
median is reached by taking the two numbers in the middle, adding them together, and dividing by two.

(o) New Franchise Outlet — means, as to a particular Calendar Year, a Franchise Outlet that for the first time opened
and commenced operations during the Calendar Year. For example, if a Franchise Outlet first opened for business
in February 2022, as to the 2022 Calendar Year, the Franchise Outlet would qualify as a New Franchise Outlet and
not as an Operational Franchise Outlet, see definition below. If this Franchise Outlet remained in operation
throughout the 2023 Calendar Year, it would qualify as an Operational Franchise Outlet during the 2023 Calendar
Year.

(p) Operational Franchise Qutlet — means, as to a particular Calendar Year, a Franchise Outlet that was open and in
operation on or prior to the commencement of the Calendar Year. For example, if a Franchise Outlet first opened
for business in February 2022, as to the 2022 Calendar Year, the Franchise Outlet would qualify as a New Franchise
Outlet, see definition above, and not as an Operational Franchise Outlet. If this Franchise Outlet remained in
operation throughout the 2023 Calendar Year, it would qualify as an Operational Franchise Outlet during the 2023
Calendar Year.

(q) Outlet — refers to an Anchored Tiny Homes Business that is either a Company Owned Outlet or a Franchise
Outlet, as the context requires.

BASES AND ASSUMPTIONS

The financial information was not prepared on a basis consistent with generally accepted accounting principles.
Data for our Company Owned Outlet is based on information reported to us by our affiliate and data for our
Operational Franchise Outlet is based on information reported to us by our franchisee. The information in this
analysis has not been audited, is based on historical financial data and is not a forecast or projection of future

financial performance.

ANALYSIS OF RESULTS OF COMPANY OWNED OUTLET

We have one Company Owned Outlet with an office located in Fair Oaks, California. Our Company Owned Outlet
operates within an Operating Territory comprised of approximately 14,007,661 people, which is the equivalent of
47 Territories. In Table 1 we provide a summary of the Territories comprising the Operating Territory of our
Company Owned Outlet.
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