FRANCHISE DISCLOSURE DOCUMENT

RESTORATION 1 FRANCHISE HOLDING, LLC
Delaware Limited Liability Company

2929 Carlisle St., Suite 100

Dallas, Texas 75204

(800) 933-0803

info@restoration1hg.com

www.Restorationl.com

We offer franchises for businesses providing residential and commercial water, fire, smoke, and
mold restoration services and additional services and products under the name “Restoration 1®”. The
total investment necessary to begin operation of a standard franchise ranges from $94,600 to $226,125
for a new business or $67,650 to $166,625 for a conversion business. This includes $60,399 to $64,774
that must be paid to the franchisor or affiliate. The total investment necessary to begin operation of a
micro market franchise ranges from $69,650 to $183,225 for a new business or $42,700 to $121,325
for a conversion business. This includes $35,499 to $42,124 that must be paid to the franchisor or
affiliate.

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

You may wish to receive your disclosure document in another format that is more convenient
for you. To discuss the availability of disclosures in different formats, contact Sherry Rose, 2929
Carlisle St., Suite 100, Dallas, Texas 75204, (800) 933-0803.

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

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

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

Date of Issuance: April 24, 2023; as amended June 15, 2023
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How to Use this Franchise Disclosure Document

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

more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | earn?

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

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 E 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
Restoration 1® business 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 Restoration 1°®
franchisee?

Exhibit F lists current and former franchisees. You
can contact them to ask about their experiences.

What else should I know?

These questions are only a few things you should
look for. Review all 23 Items and all Exhibits in
this disclosure document to better understand this
franchise opportunity. See the table of contents.
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What You Need To Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees even
if you are losing money.

Business model can change. The franchise agreement may allow the franchisor to change
its manuals and business model without your consent. These changes may require you to
make additional investments in your franchise business or may harm your franchise
business.

Supplier restrictions. You may have to buy or lease items from the franchisor or a limited
group of suppliers the franchisor designates. These items may be more expensive than
similar items you could buy on your own.

Operating restrictions. The franchise agreement may prohibit you from operating a
similar business during the term of the franchise. There are usually other restrictions. Some
examples may include controlling your location, your access to customers, what you sell,
how you market, and your hours of operation.

Competition from franchisor. Even if the franchise agreement grants you a territory, the
franchisor may have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you may
have to sign a new agreement with different terms and conditions in order to continue to
operate your franchise business.

When your franchise ends. The franchise agreement may prohibit you from operating a
similar business after your franchise ends even if you still have obligations to your landlord
or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, which 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 arbitration and/or litigation only in Texas. Out-of-
state arbitration or litigation may force you to accept a less favorable settlement for
disputes. It may also cost more to arbitrate or litigate with the franchisor in Texas
than in your own state.

2. Sales Performance Required. You must maintain minimum sales performance
levels. Your inability to maintain these levels may result in loss of any territorial rights
you are granted, termination of your franchise and loss of your investment.

3. Minimum Performance Requirement. The Franchise Agreement requires that
beginning with the 25th month of operations and counting forwards, the franchised
business must achieve average collected gross revenue of at least $32,500 per month
(calculated as total collected gross revenue during the prior six-month period, divided
by six). If you do not meet and maintain this minimum revenue performance
requirement, we may terminate the Franchise Agreement.

4. Mandatory Minimum Payments. You must make minimum royalty, 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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THE FOLLOWING APPLY TO TRANSACTIONS GOVERNED BY
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 prohibition against you joining an association of franchisees.

(b) A requirement that you assent to a release, assignment, novation, waiver, or estoppel
which would deprive you of rights and protections provided under the Michigan Franchise
Investment Law. This does not preclude you, after entering into a franchise agreement, from settling
any and all claims.

(© A provision that permits the franchisor to terminate your franchise prior to the
expiration of its term except for good cause. Good cause includes your failure 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 the franchisor to refuse to renew your franchise without
fairly compensating you by repurchase or other means for the fair market value at the time of
expiration, of your 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 provision applies only if:

0] The term of the franchise is less than five years; and

(i) You are prohibited by the Franchise Agreement 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 if you do not receive at least six months
advance notice of the franchisor’s intent not to renew the franchise.

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

)] A provision requiring that arbitration or litigation be conducted outside of Michigan.
This does not preclude you from entering into an agreement, at the time of the arbitration, to conduct
arbitration at a location outside of Michigan.

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

0] The failure of the proposed transferee to meet the franchisor’s then-
current reasonably qualifications or standards.
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(i)  The fact that the proposed transferee is a competitor of the franchisor.

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

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

(h) A provision that requires you to resell to the franchisor items that are not uniquely
identified with the franchisor. This does not prohibit a provision that grants the 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 it 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 you have breached the lawful provisions of the Franchise Agreement and have failed to cure
the breach in the manner provided in (c), above.

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

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH
THE ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION, OR ENDORSEMENT BY THE ATTORNEY GENERAL.

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, Michigan 48933
Telephone Number: (517) 373-7117

Note: Despite subparagraph (f) above, we intend to fully enforce the arbitration provisions
of the franchise agreement. We believe that paragraph (f) is unconstitutional and cannot preclude
us from enforcing these arbitration provisions. You acknowledge that we will seek to enforce this
section as written.

THE MICHIGAN NOTICE APPLIES ONLY TO FRANCHISEES WHO ARE
RESIDENTS OF MICHIGAN OR LOCATE THEIR FRANCHISES IN MICHIGAN.
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ITEM1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

To simplify the language in this disclosure document (“Disclosure Document”), the words “we,” “our,”
and/or “us” refer to Restoration 1 Franchise Holding, LLC, the franchisor. “You” and *“your” refer to
the person who buys the franchise, the franchisee, whether you are a corporation, limited liability
company, or other business entity. If you are a corporation, limited liability company or other business
entity, certain provisions of this Disclosure Document also apply to your owners where noted.

The Franchisor

We are a Delaware limited liability company. Our principal business address is 2929 Carlisle St., Suite
100, Dallas, Texas 75204 and our principal phone number is (800) 933-0803. We conduct business
under our corporate name and the name “Restoration 1.” Our agents for service of process are disclosed
in Exhibit A. We have been offering Restoration 1® franchises since May 2020, and we have never
offered franchises in any other line of business. We do not engage in any other business activities, and
we have never operated a business of the type being franchised.

Parents, Predecessors and Affiliates

We are a wholly owned subsidiary of Stellar Brands, LLC, whose parent is RH1 Investments, LLC.

Our predecessor is a company that was also named Restoration 1 Franchise Holding, LLC. In April
2020, our predecessor was merged into a newly formed Delaware entity that is currently the franchisor
under this Disclosure Document. Our predecessor offered Restoration 1® franchises from January
2010 until April 2020. Our predecessor never offered franchises in any other line of business, and never
operated a business of the type being franchised. Our predecessor’s principal place of business was
5113 Steinbeck Bend Drive, Waco, Texas 76708.

BlueFrog Plumbing and Drain, LLC offers franchises for plumbing and drain repair businesses under
the name “BlueFrog Plumbing + Drain®”. BlueFrog Plumbing and Drain, LLC began offering
franchises in 2014 and as of December 31, 2022, 35 franchised businesses operated under contracts
with BlueFrog Plumbing and Drain, LLC.

Softroc Global LLC offers franchises for businesses offering installation, cleaning, maintenance and
repair of rubber safety surfacing that serves as a long-lasting solution for existing concrete, asphalt,
inter-locking brick, tile and other surfaces under the name “Softroc®” and other products and service
lines we authorize, including driveway construction and repair under the name “The Driveway
Company®.” Softroc Global LLC began offering franchises in 2021 and as of December 31, 2022, 25
franchised businesses operated under contracts with Softroc Global LLC.

TDC Franchising, LLC offered franchises for businesses offering construction and repair of driveways
under the name “The Driveway Company®” from 2019 to April 2023. Going forward, the “The
Driveway Company™” products and services may be offered by Softroc Global LLC, however, as of
December 31, 2022, 38 franchised businesses operated under contracts with TDC Franchising, LLC.

Each of our affiliates and parents described above share our principal business address. None of the
parents, predecessors, or affiliates described above have owned, operated, or offered franchises for
Restoration 1 Businesses. Other than as listed above, neither we nor any of our affiliates offers
franchises for any other concept, though they may do so in the future. We do not have any affiliates
that offer goods or services to our franchisees.
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The Franchised Business

We franchise the right to develop, own, and operate a business providing residential and commercial
water, fire, smoke, mold restoration services, and additional services and products we authorize (each a
“Restoration 1 Business”). Restoration 1 Businesses operate under the name “Restoration 1®” and such
other trademarks, service marks, graphics, trade names, trade dress, slogans, and other commercial
symbols as we may approve (collectively, the “Marks”). Restoration 1 Businesses have distinctive and
proprietary business systems, methods, designs, layouts, standards, and specifications, all of which we
may improve, substitute, further develop, or otherwise modify periodically (together, the “System”). We
call the Restoration 1 Business that you will operate *“your Franchised Business.” You must comply with
all of the standards, specifications, operating procedures, and rules that we periodically prescribe as
mandatory for operating Restoration 1 Businesses generally, or your Franchised Business specifically
(“System Standards”).

You must sign a Franchise Agreement with us to obtain the franchise for a Restoration 1 Business. Our
current form of Franchise Agreement is attached as Exhibit B-1 to this Disclosure Document. Your
Franchise Agreement will identify the location from which you will operate your Franchised Business
(your “Franchised Business Office”). Your Franchised Business Office may be your personal residence,
or other property that you lease or own at your own cost. The service tools and equipment for your
Franchised Business may not be stored at the any location other than the Franchised Business Office,
unless you notify us that you have identified off-site storage that satisfies our System Standards. The
Franchise Agreement will also identify a territory in which you may conduct marketing, advertising, and
promotional activities for your Franchised Business (your “Market Territory”). In the Franchise
Agreement and this Disclosure Document, we refer to a Restoration 1 Business operating in a Market
Territory that with a population ranging from 75,000 to 199,999 as a “Micro Market Franchise”, and
with @ minimum population of 200,000 as a “Standard Franchise”.

We may authorize franchisees to provide additional Reconstruction Services (as defined in Item 16)
associated with projects fulfilled by your Franchised Business. If you wish to offer any Reconstruction
Services, you (or any affiliate of yours that will provide such Reconstruction Services) must first
execute our then-current Reconstruction Services Addendum, in form and substance designated by us,
a copy of which is attached as Exhibit B-4 to this Disclosure Document.

Market and Competition

The restorative services business is well established and competitive. Your competition will include
national, regional, and local commercial and residential restoration businesses, as well as other businesses
that offer similar services, such as biohazard treatment, disinfecting, cleaning, drying, repair of
damaged structural areas, pack-out services, and general contracting. You will provide services to
residential and commercial customers, but often will be paid by insurance companies under property and
casualty insurance policies. Your competition may also include other Restoration 1® Businesses operated
by us, our affiliates, or our franchisees, which may perform services in your Market Territory.
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Industry-Specific Laws and Regqulations

In addition to laws that affect businesses generally, Restoration 1 Businesses are subject to federal, state,
and local laws and ordinances specifically applicable to restoration businesses, including environmental
laws regarding asbestos and lead, as well as zoning and building laws. You will need to obtain a Lead
Renovation, Repair, and Painting certification, Water Damage Restoration Technician certification, Fire
and Smoke Remediation Technician certifications from the Institute of Inspection Cleaning and
Restoration Certification (IICRC), and certification as either an Applied Microbial Remediation
Technician from IICRC or a Certified Microbial Remediator from the American Council for Accredited
Certification. You must have all of these certifications before you attend the Training Program, prior to
the operation of your Franchised Business. Additionally, depending on your local or state requirements,
you may need to obtain other certifications and be a licensed contractor or engineer. If you provide
Reconstruction Services, you may need to obtain additional permits and licenses and you may need to
obtain additional insurance and bonding. You are responsible for investigating and complying with all
applicable federal, state, county and city laws and regulations with regard to your Franchised Business.

ITEM 2
BUSINESS EXPERIENCE
Sherry Rose — Chief Executive Officer

Ms. Rose currently serves as our Chief Executive Officer. During the prior 5 years, she has held the
following positions:

Entity Title Location Period of Time
Restoration 1 Franchise Holding, Chief Executive Officer Dallas, TX Ja?uiozzozzg)tgrjzﬁnt
LLC Chief Operating Officer Waco, TX 2022
Chief Executive Officer Dallas, TX Mar 2022 to present
TDC Franchising, LLC Chief Operating Officer Waco, TX Feb 2%20 Mar
Chief Executive Officer Dallas, TX Jan 2022 to present
Softroc Global, LLC Chief Operating Officer Waco, TX Apr 2%21;0 Jan
BlueFrog Plumbing and Drain, Chief Executive Officer Dallas, TX Ja?uiozzozzg)tgrj;ﬁnt
LLC Chief Operating Officer Waco, TX 2022
Chief Executive Officer Dallas, TX Jan 2022 to present
Stellar Brands, LLC Chief Operating Officer Waco, TX Jun 22(2)22'[0 Jan
Not Employed N/A N/A Aug Zgésoto Jun
ServiceMaster (Terminix) VP of Contact Centers Memphis, TN Feb 2%71;0 Aug
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Jessica Wescott: Chief Financial Officer & Chief Operating Officer

Ms. Wescott currently serves as our Chief Financial Officer. During the prior 5 years, she has held the

following positions:

Entity Title Location Period of Time
Restoration 1 Franchise Holding, Chief Financial Officer &

LLC Chief Operating Officer Dallas, TX | Jun 2022 to present
TDC Franchising, LLC Chief FlnanC|e_1I Ofﬁger & Chief Dallas, TX Jun 2022 to present
Operating Officer
Chief Financial Officer &

Softroc Global, LLC Chief Operating Officer Dallas, TX | Jun 2022 to present

BlueFrog Plumbing and Drain, Chief Financial Officer &
LLC Chief Operating Officer Dallas, TX | Jun 2022 to present
Chief Financial Officer &
Stellar Brands, LLC Chief Operating Officer Dallas, TX | Jun 2022 to present
Johnson & Sekin, LLC Chief Financial Officer Dallas, TX Jan 202202220 May
Not Employed N/A N/A Oct 2%20 Dec
Chief Financial Officer & Irving. TX Oct 2020 to Sep
Chief Operating Officer 9 2021
Fuzzy’s Taco Opportunities, LLC Chief Financial Officer Irving, TX Jul 2%%)9250 Oct
. . Jan 2018 to Jul
EVP of Finance Irving, TX 2019

Tom Gissler — President

Mr. Gissler currently serves as our President. During the prior 5 years, he has held the following

positions:

Entity Title Location Period of Time
Restoration 1 Franchise Holding, President Dallas, TX Nov 2020 to
LLC present
Not Employed N/A N/A Aug 2%280 Nov
City of Atlanta City Officer Atlanta, GA | AU9 Zgéggo Aug

ITEM 3
LITIGATION

Restoration 1 Franchise Holding, LLC v. Coast 2 Coast Restoration LLC, Robert A. Lee, Jr., and Anthony

Aceto, United States District Court for the Northern District of Texas (Case No. 3:23-cv-00549-M), filed
March 13, 2023. We filed suit against a former franchisee and its two individual guarantors (together
“Coast 2 Coast”) after the franchisee failed to cease operating and de-identify its business following
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termination of its franchise agreements. Our claims allege breach of contract, trademark infringement, and
unfair competition, and seek damages, interest, injunctive relief, costs and attorneys’ fees, and other
remedies. On May 3, 2023, Coast 2 Coast filed an answer and counterclaims alleging wrongful
termination, breach of contract, declaratory judgment, and violations of the Texas Deceptive Trade
Practices Consumer Protection Act. Coast 2 Coast is seeking damages, interest, declaratory relief, costs
and attorney’s fees, and other remedies. We filed an answer to defendants’ counterclaims on May 24,
2023. On May 11, 2023, we filed a motion for a preliminary injunction to enjoin Coast 2 Coast’s use of
the Restoration 1® name and Marks, which is pending. We intend to vigorously prosecute our own claims
and defend against the Coast 2 Coast Parties’ counterclaims.

Aaron Cline v. Restoration 1 Franchise Holding, LLC filed with the American Arbitration Association
(Case No. 01-16-0002-0987). On or about May 27, 2016, Aaron Cline, a California franchisee, our
former franchisee, filed a demand for arbitration against us asserting claims for fraudulent and
deceptive trade practices and misrepresentations in our disclosure document. Mr. Cline sought
$150,000 in damages, plus attorneys’ fees and arbitration costs. On August 29, 2016, the parties settled
all claims whereby the parties agreed to terminate the plaintiff’s Restoration 1 franchise agreement and
exchanged mutual releases.

Leo Reyes v. Restoration 1 Franchise Holding, LLC and Andor Kovacs filed with the American
Avrbitration Association (Case No. 01-15-0005-2169). On or about September 30, 2015, Leo Reyes,
our former franchisee, filed a demand for arbitration against our principal and us asserting claims for
misrepresentations/fraud, violation of the Florida Deceptive and Unfair Trade Practices Act and
violation of Florida franchise law. Mr. Reyes sought $75,000 in damages, plus attorneys’ fees and
arbitration costs. On January 31, 2016, the parties settled all claims whereby the parties agreed to
terminate the plaintiff’s Restoration 1 franchise agreement and exchanged mutual releases.

Abraham Newman v. Restoration 1 Franchise Holding, LLC and Andor Kovacs filed with the
American Arbitration Association (Case No. 01-15-0004-6266), August 10, 2015. Restoration 1 of
Boca Raton, LLC, Abraham Newman, and Erick Aguilar v. Restoration 1 Franchise Holding, LLC and
Andor Kovacs filed with the American Arbitration Association (Case No. 01-15-0004-06979), August 15,
2015. Gregory Wayne Stephens v. Restoration 1 Franchise Holding, LLC and Andor Kovacs, filed with
the American Arbitration Association (Case No. 01-15-0004-6267), August 10, 2015. Former
franchisees filed demands for arbitration against our principal and us asserting claims for contractual
violations, misrepresentations, and deceptive and unfair trade practices. Plaintiffs each sought
$150,000 in damages, plus attorneys’ fees and arbitration costs. On August 31, 2015, we and our
principal filed an Answering Statement, denying all claims, and asserted a counterclaim for breach of
contract, collection of unpaid recurring fees due under the franchise agreements, and actual damages
incurred as a result of the premature termination of the franchise agreements, plus attorneys’ fees,
arbitration costs, and interest. On January 31, 2016, the parties agreed to terminate the plaintiffs’
Restoration 1 franchise agreements and exchanged mutual releases.

Commonwealth of Virginia, ex rel. State Corporation Commission v. Restoration 1 Franchise Holding,
LLC and Andor Kovacs, (Case No. SEC-2014-00028). On July 16, 2014, we entered into a Settlement
Order with the Virginia State Corporation Commission based upon the allegation that we offered and sold
a franchise in Virginia after our Virginia registration had lapsed. We neither admitted nor denied the
allegations but nonetheless agreed to the terms of the Settlement Order whereby we paid $1,000 to defray
the costs of investigation to the State of Virginia, agreed to attend franchise sales compliance training, and
agreed to never again violate the Virginia Retail Franchise Act in the future.

Alvaro Ruano and Ruano 1 Inc. v. Restoration 1 Franchise Holding, LLC, (Case No. 32114E0059713)
filed on or about November 19, 2013, before the American Arbitration Association. The plaintiffs, our
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former franchisee, brought suit claiming breach of franchise agreement, violation of the Virginia Franchise
Disclosure Act, the Florida Misrepresentation Statue, and Deceptive and Unfair Trade Practices Act with
respect to certain misrepresentations. The plaintiffs sought $75,000 in damages, plus attorney fees. On
December 24, 2013, we filed an answer denying the claims and also a counterclaim seeking $200,000
damages, attorney fees, and costs, alleging that the plaintiffs owe us monies and had been operating
unauthorized businesses under our Marks. On June 24, 2014, the parties settled all claims whereby we
repurchased the plaintiff’s franchise territory for $15,000, the parties exchanged releases, and dismissed
all claims with prejudice.

Charles A. Crossed and Restoration 1 of Maryland, Inc. v. Restoration 1 Franchise Holding, LLC and
Andor Kovacs, (Case No. 321140056713) filed on or about November 1, 2013, before the American
Arbitration Association. The plaintiffs, our former franchisee, brought suit claiming breach of the
franchise agreement, violation of the Maryland Franchise Disclosure Act, the Florida Misrepresentation
Statue, and Deceptive and Unfair Trade Practices Act with respect to certain representations. The plaintiffs
sought $75,000 in damages, interest, attorney fees and arbitration costs. On December 24, 2013, we filed
an Answer denying the claims and also a counterclaim seeking $200,000 damages, attorney fees, and
costs, alleging that the plaintiffs owe us monies and have been operating unauthorized businesses under
our Marks. On April 30, 2014, the parties settled all claims whereby we repurchased the plaintiff’s
franchise territory for $34,500, the parties exchanged releases, and dismissed all claims with prejudice.

Restoration 1 of Boca Raton, LLC, Renee Fiore and Anthony Fiore v. Restoration 1 Franchise Holding,
LLC, (Case No 13-023099) filed October 14, 2013, in the Circuit Court of the 17" Judicial Circuit in and
for Broward County, Florida. The plaintiffs, our franchisee, brought suit for fraud in the inducement,
negligent misrepresentation, and violation of the Florida Franchise and Unfair and Deceptive Trade
Practices Act. The plaintiffs sought rescission of their franchise and related agreements, recovery of all
monies tendered to us, actual and compensatory damages in amounts to be determined at trial, attorney
fees, costs, and pre- and post-judgment interest. The plaintiffs demanded a trial by jury. On December 6,
2013, the parties reached a settlement of this matter whereby we agreed to allow the plaintiffs to assign
their obligations under the franchise agreement to a third party and not enforce the terms of the franchise
agreement against the plaintiffs. The parties exchanged releases and plaintiffs dismissed their claims.

Except for the actions described above, no other litigation is required to be disclosed in this Item.

ITEM 4
BANKRUPTCY
No bankruptcy information is required to be disclosed in this Item.

ITEM5
INITIAL FEES
Franchise Fee

You must pay us an initial franchise fee when you sign the Franchise Agreement (the “Franchise Fee”).
The amount of the Franchise Fee for a Standard Franchise is $59,900, plus an additional $175 per 1,000
people over 250,000 in your Market Territory. Most Standard Franchises have Market Territories
between 250,000 and 275,000 people, resulting in Franchise Fees ranging from $59,900 to $64,275. The
amount of the Franchise Fee for a Micro Market Franchise is $35,000, plus an additional $265 per 1,000
people over 125,000 in your Market Territory. Most Micro Market Franchises have Market Territories
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between 75,000 and 150,000 people, resulting in Franchise Fees ranging from $35,000 to $41,625. The
Franchise Fee is deemed fully earned when paid and is non-refundable under any circumstances. In the
last fiscal year, we charged a reduced Franchise Fee of $20,000 to $47,900 to certain franchisees as a
result of certain negotiated transactions.

Veterans Discount

We currently offer a discounted Franchise Fee to qualifying veterans who have received an honorable
discharge from any branch of the United States military before applying to become a franchisee. The
veteran’s discount is $7,000 off the Franchise Fee for a Standard Franchise and $4,500 off the
Franchise Fee for a Micro Market Franchise. The discount is only available for the first Restoration 1
Business purchased. If the franchisee is a corporation, limited liability company, or other legal entity,
the veteran participant must maintain at least a 51% ownership interest in the entity to qualify for this
discount. To apply for the veteran’s discount, you must provide us a copy of your active-duty ID or
form DD-214 reflecting your military status before the Franchise Agreement is signed.

Technology Fee

You must pay us a monthly Technology Fee (defined in Item 6). You must pay the first monthly
installment of the Technology Fee (currently, $499 / month) when your website and digital channels are
set-up, which will be before you open. The Technology Fee is not refundable under any circumstances.

ITEM 6
OTHER FEES
Type of Fee Amount Due Date Remarks 1.2
If you acquire a Standard Franchise, the “Minimum
Royalty Fee” is:
¢ Initial 6 full/partial months after opening: $0
e 7th through 24th months after opening: $500
Greater of: (a) 7% of per month
Collected Gross e 25th through 36th months after opening:
Revenue (or 3.5% for $1,500 per month
a conversion e Remainder of term: $2,000 per month
franchise during its If you acquire a Micro Market Franchise, the
Royalty Fee 3 initial 6 months) Monthly Minimum Royalty Fee is:

(other than

e Initial 12 full/partial months after opening:

Construction Gross $0
Re_vc_enue); or (b) the e 13th through 24th full month after opening:
Minimum Royalty $500 per month

Fee.

e Remainder of term: $1,000 per month
We may increase the amount of the Minimum
Royalty Fee up to the aggregate rate of inflation since
the later of the date of your Franchise Agreement or
our last adjustment.
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Type of Fee Amount Due Date Remarks 1.2
Reconstruction | 2% of Construction Same as This fee is in addition to your Royalty Fee on
Royalty Fees ® Gross Revenues Royalty Fee | Collected Gross Revenue.
Currently $499 /
month (plus, an You must pay this fee for certain technology-related
additional $10 per services, which is subject to change (the “Technology
Technology Fee month per address, if Monthly Fee”). We also have the right to pay master vendors
you obtain more than on your behalf and invoice you for those amounts.
10 email addresses)
Up to 2% of
Brand Fund Collected Gross Payable to us as your Brand Fund Contribution (as
S g Revenue (other than | Monthly o . .
Contribution . defined in Item 11). This fee is not currently charged.
Construction Gross
Revenue)
Reconstruction Up to 0.5% of . - -
Brand Fund Construction Gross Monthly This f_ee 151N add_ltlon to the Brand Fund
Lo g Contribution. This fee is currently not charged.
Contribution Revenues
Up to 2% of You must spend t_hls amount‘f)n local adver_tl_smg in
Local your Market Territory (your “Local Advertising
. Collected Gross o :
Advertising Monthly Expenditure”). We may require you to pay part or all
- 3 Revenue (not - g
Expenditure currently imposed) of the Local Advertising Expenditure to the Brand
yimp Fund, in addition to the Brand Fund Contribution.
Greater of: (i) $5,000
Marketing in per incident, or (if) Payable if you, your Owners, or affiliates, conduct
100% of the job value . . L . o
Another Market - As incurred any marketing, advertising, or promotional activities
. for any work obtained . .
Territory . outside of your Market Territory.
outside of your
Market Territory
All costs and

Audit Expenses

expenses associated
with audit (currently
estimated to be
between $1,500 -
$5,000)

Upon demand

Payable if any audit we conduct shows you have not
spent the Local Advertising Expenditure, or if you
underreported amounts you owe us by 3% or more.

Approval of
Products or
Suppliers

All costs and
expenses associated
with the evaluation
(currently estimated
to be between $500 to
$1,000 per request)

Time of
evaluation

Payable if you request that we evaluate a new product
or supplier.
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Type of Fee Amount Due Date Remarks 1.2
Amount of unpaid
premiums plus our Payable if you fail or refuse to obtain and maintain
Insurance . . .
Policies _reasona_lb_le expenses | Upon demand | the insurance we specify and we elect to obtain
in obtaining the coverage for you.
policies
Service Payable if you fail or refuse to honor Service
. Our cost of honoring Warranties offered to customers by your Franchised
Warranties . Upon demand . :
o any Service Warranty Business, and we elect to honor those Service
Remediation .
Warranties on your behalf.
We may require you to pay us a reasonable a deposit,
post a bond, or offer another form of financial
assurance to us to support any Service Warranties
offered by your Franchised Business. This amount
. Varies based on the would be refunded to you after expiration or
Service - . X
amount of termination of all Service Warranties offered by your
Warranty . . Upon demand . . . o7
. outstanding Service Franchised Business, less any deductions arising if we
Deposit . : )

Warranties have to honor any such Service Warranties on your
behalf. We may hold these amounts after the
termination or expiration of your Franchise
Agreement until all Service Warranties have expired
or are satisfied by you.

Payable to us if you request our approval of a transfer
Transfer Eee $5,000 Upon demand (transfer to a wholly-owned entity or upon death or

disability does not incur this fee, but you must
reimburse our direct costs).

Our direct costs and

Payable to us if you wish to acquire a successor

Renewal Fee Upon demand : :
expenses franchise and we approve you for such franchise.
Our then-current fee . e .
Additional (currently, $1,000 per | Prior to Payable if you request additional training for you,
. 6 . g your Owners, or your personnel, and we agree to
Training Fee day per trainee, plus | training . e
provide such training.
expenses)
Up to $1,000 If you fail to attend any required conference, you
Conference (currently, $300 per | Prior to must still pay the conference registration fee for the
Registration Fee | person per conference missed conference. We may waive this fee if you
conference) demonstrate good cause for your inability to attend.
National Our then-current fees
Account (currently, no Payable if you provide services for a National
Dispatch and dispatch fees, and At time of iob Account Clients (defined in Item 16). We will invoice
Claims claims management ] and collect payment from the client, and remit to you
Management fees of 5% of the your portion of the payment after deducting fees.
Fees invoiced amount)
Cost of All costs including , You must reimburse us for all costs in enforcing
reasonable attorneys’ | Upon demand o .
Enforcement fees obligations if we prevail.
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Type of Fee Amount Due Date Remarks 1.2
All amounts owed under the Franchise Agreement to
Lesser of 1.5% per us that are not received by us on the due date, will

Interest on Past
Due Amounts

month or the highest
rate allowed by law

Upon demand

bear interest from the date payment is due to the date
payment is received. You must also pay us for all
costs we incur in the collection of any unpaid and past
due amounts, including reasonable attorney fees.

Indemnification

All costs including
reasonable attorneys’
fees

Upon demand

You must reimburse us if we are held responsible for
claims directly or indirectly arising out of your
Franchised Business or your breach of the Franchise
Agreement.

Management Fee

Then-current fee
(currently, 5% of
Collected Gross
Revenue), plus costs
and expenses

Upon demand

If we assume management of your Franchised
Business because you abandon, default and fail to
cure, or we are determining whether to exercise our
right to acquire your Franchised Business at the end
of the franchise.

Final Payment

Accounts Receivable
multiplied by 70%,
multiplied by
combined rate of your
Royalty Fees and
Brand Fund
Contributions as of
termination or
expiration

Within 5
business days
following
expiration or
termination of
the Franchise
Agreement

Payable in lieu of continuing Royalty Fees and Brand
Fund Contributions otherwise payable on Collected
Gross Revenue after the date of expiration or
termination. “Accounts Receivable” means any and
all revenue due you for services performed by your
Franchised Business prior to expiration or
termination.

Lost Revenue
Damages

Will vary under
circumstances

Within 15
business days
of termination

If we terminate your Franchise Agreement because of
your default (or if you terminate without cause), you
must pay us the net present value of the Royalty Fees
and Brand Fund Contributions that would have
become due had the Franchise Agreement not been
terminated, from the date of termination until the
earlier of: (a) 2 years following the date of
termination; or (b) the scheduled expiration of the
term of the Franchise Agreement (based on the
average monthly amount of your Royalty Fees and
Brand Fund Contributions during the preceding 12
months, or if you have been operating your
Franchised Business for less than 12 months, on the
average monthly Royalty Fees and Brand Fund
Contributions of all Restoration 1 Businesses during
our previous fiscal year).

Notes to Item 6:

1.
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fees are uniformly imposed due to individual negotiated terms with certain franchisees. All amounts
payable by you to us, or our affiliates must be in United States Dollars ($USD).

2. You must pay all amounts due under the Franchise Agreement as we periodically
prescribe. Currently, we require all payments to be made through an electronic funds transfer account
(the “Transfer Account”) that allows us to debit the Transfer Account for all amounts you owe us on
their due dates or the next business day if the due date is a national holiday or a weekend day. You
must ensure that funds are available in the Transfer Account to cover our withdrawals. If you fail to
report your Collected Gross Revenue or Construction Services Revenues when due, then for each
payment under the Franchise Agreement calculated based on Collected Gross Revenue or Construction
Gross Revenue, we may debit the Transfer Account 110% of the average of the last three payments. If
the amounts that we debit from your account are greater than the amounts you actually owe us, we will
credit the excess against the amounts we otherwise would debit from your Transfer Account on the
next payment due date. We may require you to make payments through any other method at any time,
and you must comply with our payment instructions. We may change the timing and intervals of your
payments with 30 days prior notice to you.

3. “Collected Gross Revenue” means the aggregate of all revenue and consideration of
any kind derived from your Franchised Business, whether from check, cash, credit or otherwise,
including all proceeds from any business interruption insurance, but excluding (a) all refunds actually
made to customers in good faith, (b) any sales and equivalent taxes that are collected by you for or on
behalf of any governmental taxing authority and paid thereto, and (c) uncollected amounts not paid by
customers. With respect to National Accounts Clients, Collected Gross Revenue includes all revenue
received by us for performance of services, without deduction for dispatch or claims management fees
or similar fees.

4. We may, upon 30 days prior written notice to you, change the required Brand Fund
Contribution up to the maximum amount provided in your Franchise Agreement.

5. If your Franchised Business offers Reconstruction Services, you must separately report
your “Construction Gross Revenues” meaning the aggregate of all Collected Gross Revenue derived
from Reconstruction Services. You must report all Construction Gross Revenue to us separately from
all other Collected Gross Revenue. Except with respect to the calculation of Royalty Fees and Brand
Fund Contributions, all references in this Disclosure Document and the Franchise Agreement to
Collected Gross Revenues shall be deemed to include Construction Gross Revenue.

6. You must pay all travel and living expenses (including wages, transportation, food,
lodging and workers’ compensation) incurred by you and your Key Personnel or any other employee
incurs during any and all meetings and/or training courses and programs. You must also pay all travel
and living expenses (including transportation, food, and lodging) incurred by any of our trainers or
staff we send to your Franchised Business to provide training courses or programs.
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ITEM7

ESTIMATED INITIAL INVESTMENT
YOUR ESTIMATED INITIAL INVESTMENT

Amount Amount Method of When Due ;(;1 0 \r:]\/er:ﬂr?s
(Non-Conversion) (Conversion) Payment Y
Type of To Be Made
. 1 - -
Expenditure Micro Standard Micro e
Market . Market .
: Franchise : Franchise
Franchise Franchise
When
. $35,000 to | $59,900 to | $35,000to | $59,900 to signing
Franchise Fee | “o/) 605 | $64275 | $41625 | $64275 | “UMPSUM | Eranchise | US
Agreement
When
SgﬁltzEstate/ $0 to $450 $0 to $450 Lump sum | signing Landlord
lease
. Contractor
Renovations anad $250 to $500 $0 As incurred Before and
Improvements opening .
suppliers
Encircle Before Third-party
Software 4 $1,000 $0 to $1,000 Lump sum opening supplier
Office Before
Equipment and $300 to $1,000 $300 to $1,000 As incurred . Suppliers
Supplies ° opening
Service Tools $500 to $500 to $0 to $0 to . Before Approved
As incurred third-part
and Equipment ® | $20,000 $40,000 $20,000 $40,000 opening suppli% rsy
. $200 to $250 to $200 to $250 to Before .
7
Uniforms $400 $650 $400 650 | DUMPSUM | Goening | Suppliers
Technology .
Systems $1,650 to $4,750 $0 to $4,750 As incurred Before Thlr?_party
Components ® opening suppliers
Training Durin Airlines,
Expenses for 3 $2,000 to $5,000 $2,000 to $5,000 As incurred trainir? hotels and
people ° g restaurants
Vehicle 10 $3,000t0 | $3,000t0 | $1,200t0 | $1,200to (IJrUmgnstm Before Auto leasing
$50,000 $50,000 $3,600 $6,000 payments opening company
. Approved
Marketing . Before i
Materials 11 $500 to $2,500 $500 to $2,500 As incurred opening third-party
suppliers
Insurance 12 $2,500 to $5,000 $0 to $5,000 AS Before Insurance
arranged opening company
Licenses & Before Licensing
Permits 12 $250 to $5,000 $0 to $5,000 Lump sum apening authorities
Certifications 4 $1,000 to $4,000 $0 to $4,000 Lump sum Before Third party
opening vendors
13
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To Whom
(Nonécrzal\jg:sion) (Cﬁr:?/grsr;(t)n) I\S:;t/f;ggnc;f WbnEn D | PEVime: 8
Type of To Be Made
. 1 - -
Expenditure Micro Standard Micro Standard
Market . Market .
: Franchise . Franchise
Franchise Franchise
. Attorney
professtonal $1,500 to $2,000 $1,50010$2,000 |2 Before and
ees arranged opening
accountant
Additional A Employees
Funds 16 $20,000 to $40,000 $2,000 to $25,000 As incurred :
necessary lessor, and
(3 months) .
suppliers
$69,650 $94,600 $42,700 $67,650
TOTAL Y to to to to
$183,225 | $226,125 | $121,325 | $166,625
Notes to Item 7:
1. Except as otherwise provided, none of the amounts payable to us or our affiliates in this

table are refundable under any circumstances. All amounts payable to third parties will be paid under the
terms of your agreements with these respective third parties. We do not offer direct or indirect financing
for any of these items.

2. A suitable space for storing all service tools and equipment will be approximately 150
square feet. We currently require you lease off-site storage space. The estimate above for non-conversion
franchises includes a security deposit equal to two months’ rent to lease the unit. Estimated rental costs
for three months are included within the category “Additional Funds.” The location of the storage space
and its relationship to and the nature of any adjoining uses will affect both its size and price. We may
establish System Standards for off-site storage, including relating to size, safety, or insurance
requirements, with which your off-site storage must comply. If you are a conversion franchise, the low
estimate above assumes that you already lease appropriate off-site storage and have paid the associated
deposits.

3. To adapt the Franchised Business Office for the operation of your Franchised Business,
you may need to make some minor renovations or improvements. The cost of the renovations and
improvements will vary depending on factors, including the size, condition, and location of the facilities,
local wage rates, and the cost of materials. If you are a conversion franchise, the low estimate above
assumes that you already have a suitable space to operate your Franchised Business, and do not need
to make any further improvements.

4. You must purchase our designated Encircle Software prior to commencing operations of
your Franchised Business. The fee is paid directly to the third-party licensor and covers the first 100
claims as well as the training program provided by the licensor of the software. After you first 100
claims, you must pay the licensor an additional fee of $10 per claim (a minimum of 100 claims must
be purchased at a time). If you are a conversion franchise, the low estimate above assumes that you
have already lease Encircle Software and have paid any associated start-up costs.
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5. You must purchase general office supplies including stationery, business cards, and
typical office equipment. Factors that may affect your cost of office equipment and supplies include local
market conditions, competition among suppliers, and other factors.

6. We will provide you with our System Standards for the service tools and equipment
and other equipment and supplies necessary to establish and operate a Restoration 1 Business. The low
estimate for non-conversion franchises is based on 3 months of leasing costs, if you lease the required
equipment and service tools through a third party. If you are a conversion franchise, the low estimate
above assumes that you own or lease all necessary service tools and equipment and are incurring no
incremental costs. The high estimates above assume that you purchase new equipment and service tools.
Factors that may affect the cost of required service tools and equipment may include local market
conditions, competition among suppliers, and other factors. A franchisee acquiring a Micro Market
Franchise will require fewer tools and equipment, which results in a lower initial investment.

7. The range of costs provided represents an initial supply of uniform shirts that meet our
standards and specifications. The costs will vary depending on the number of employees that you hire
and the quantity of uniform shirts that you order. We anticipate that a typical franchisee operating a Micro
Market Franchise will have fewer employees than a franchisee operating a Standard Franchise, though
your actual costs will depend on your Franchised Business’ hiring needs.

8. You must acquire and use the Technology Systems (defined in Item 11) that we
designate. The cost of your Technology Systems will depend on whether you already own any
components that must be purchased, freight and installation costs, the cost of internet and connectivity
services in your area, applicable state and local taxes and other factors. If you are a conversion
franchise, the low estimate above assumes that you own the necessary Technology Systems.

9. We do not charge a fee for the Training Program (as defined in Item 11) for you (or if
you are a legal business entity, your Owners) and up to three additional employees (one of which must
be your Designated Owner or Designated Manager, as applicable). For the estimate above, we assume
that you will send between 1 to 3 individuals to training. We do not include fees or costs for any additional
trainees. You are responsible for all travel and living expenses (including, wages, transportation, food,
lodging, and workers’ compensation insurance) that you and your Key Personnel (as defined in Item
11) incur during any and all meetings and/or training courses and programs. The total cost will vary
depending on the number of people attending, how far you and your Key Personnel will travel, and the
type of accommodation chosen. We assume for the estimate above, that all attendees will share one rental
car. If we or our representatives travel to your area to conduct any training of any kind, you are also
responsible for the travel and living expenses and out-of-pocket costs that we and such representatives
incur. The estimate provided does not include the cost of our personnel travelling to your area to provide
the Training Program.

10. We will provide you our System Standards for a service vehicle, which you must lease
or purchase prior to the start of operations of your Franchised Business. The service vehicle must be
wrapped and lettered in accordance with the System Standards and must accommodate the required
equipment to operate your Franchised Business. For non-conversion franchises, the low estimate above
is based on the first 3 months of leasing costs for 1 new service vehicle including the cost of wrapping
the van; and the high estimate includes the estimated purchase price of 1 tradesman van and the cost of
wrapping the van. You may obtain more than 1 service vehicle if you wish, but you are not required to
do so, and our estimate above does not include more than 1 service vehicle for a non-conversion
franchise. If you are a conversion franchise, the low estimate above assumes that you already own 1 to 3
service vehicles for a Micro Market Franchise, or 1 to 5 service vehicles for a Standard Franchise, and
your costs will only include the $1,200 per van to obtain new vehicle wraps
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11. During your first three months of operation, we recommend you spend at least $500 on
local advertising and promotion of your Franchised Business, including online and internet marketing
and advertising, dues for business organizations and events, or other solicitation and promotional efforts.
However, you may elect to spend more than the minimum amount on your grand opening marketing
program. The amount you spend will depends on several factors, including the local market conditions
and the amount of competition in your area, and other factors. You may not use any advertising,
promotional, or marketing materials that we have not approved.

12. You must maintain in force at your sole expense the minimum types and amounts of
insurance that we require. Our current insurance requirements are detailed in Item 8, though we may
change the requirements at any time with written notice to you. Insurance costs depend on policy limits,
types of policies, nature and value of physical assets, business revenue, number of employees, location,
and other factors bearing on risk exposure. Insurance providers may require either an annual payment
or semi-annual installments. The low estimate for a conversion franchise assumes that you already
have suitable insurance coverage in place and do not need to obtain further coverage. The amounts
listed above estimate the cost of your premiums for the first 3 months of operations.

13. You must obtain and provide us with copies of all permits and licenses required to
operate your Franchised Business, including those specified as mandatory in the Confidential
Operations Manual and by state and local law. In addition to business and operating licenses and permits,
you may need to become a licensed contractor or engineer to make repairs to damaged structures. The
permitting process and attendant licensing and permitting costs may vary substantially by local
jurisdiction. If you are a conversion franchise, the low estimate above assumes that you have already
obtained all necessary licenses and permits.

14. To be the primary Owner of a Restoration 1 Business, you must obtain a Lead
Renovation, Repair, and Painting certification, Water Damage Restoration Technician certification, Fire
and Smoke Remediation Technician certifications from the Institute of Inspection Cleaning and
Restoration Certification (IICRC), and certification as either an Applied Microbial Remediation
Technician from IICRC or a Certified Microbial Remediator from the American Council for Accredited
Certification. The low estimate assumes that you do not need to travel outside of your area to obtain the
certifications. The high estimate includes estimates of travel, local transportation, lodging, and meals in
addition to tuition, course materials, and exam fees for all three certifications. If you are a conversion
franchise, the low estimate above assumes that you have already obtained all necessary certifications.

15. You may incur other types of professional fees including fees for legal and accounting
services. You may require an accountant and an attorney to provide services to help you form a new
business entity to own your Franchised Business and review contracts and other documents, including
this Disclosure Document. These fees may vary from location to location depending on the prevailing
rates of local professionals. You may also elect to retain additional business consultants, general
contractors, or other representatives to assist you, which may cause your expenses to be higher than
the amounts listed. If you are a conversion franchise, the low estimate above assumes that you have
already paid or already incur many of the costs associated with your first three months operation, and
therefore may have minimal incremental costs for operating as a Restoration 1 Business.

16. The figures in the chart reflect estimated working capital needs for a three-month
period. Additional funds include technology fees, and operating expenses, including rent, storage space
rental costs, utilities, and employees’ salaries. These amounts do not include any estimates for debt
service on loans that you obtain to finance your Franchised Business, and the estimates do not include
any salary for your Owners during the initial phases of operations.
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17. In compiling this chart, we relied on our and our affiliates” industry knowledge and
experience in developing Restoration 1 Businesses and affiliated franchise businesses.

ITEM 8
RESTRICTIONS ON SOURCES OF SERVICES AND PRODUCTS
Specifications for Products, Services and Suppliers

All products, supplies, equipment, and other items provided by your Franchised Business must comply
with our System Standards. You must obtain and use the equipment, supplies, inventory, and other
products, assets, and services we designate periodically as meeting our System Standards, including your
Technology Systems, service vehicles, and any other equipment, supplies, inventory, signage, third-party
services, and signs and other products and services that that we approve for Restoration 1 Businesses.
You may not use any other equipment, supplies, inventory, and other products, assets, and services that
do not meet our System Standards without our express approval. We may require that you purchase any
products or services only from a supplier designed or approved by us, and/or that satisfy our System
Standards, which may be a third party vendor or supplier, or may be us or an affiliate of us.

We are under no obligation to authorize every Restoration 1 Business to offer the same services, products,
supplies, equipment, and other items. We may condition our approval for you to offer any services,
products, supplies, equipment and other items on our then-current criteria, including your compliance
with your Franchise Agreement, and requirements relating to product quality, prices, consistency,
reliability, financial capability, labor relations, customer relations, frequency of delivery, concentration
of purchases, standards of service or other criteria. We may elect not to issue to you or any of our
approved suppliers these standards and specifications. Our standards and specifications for products and
services and criteria for suppliers are not currently issued to franchisees or approved suppliers.

If you wish to use any products, services, or suppliers that we have not approved, you must first send us
sufficient information, specifications and samples for us to determine whether the service, product, or
supplier complies with our System Standards. You must bear all expenses incurred by us in connection
with determining whether we will an item, service, or supplier (estimated currently, $500 to $1,000 per
request). Currently, we estimate that we will provide notice of our decision to approve or disapprove an
alternative supplier within 30 days of receiving the request. We are not required to consider alternative
suppliers and we may refuse to consider such requests for any reason. You must bear all expenses
incurred by us in connection with determining whether we will approve an item, service or supplier.
Approval of a supplier may be conditioned on the supplier’s ability to provide a sufficient quantity of
product; quality of products or services at competitive prices; production and delivery capability; and
dependability and general reputation. We may revoke our approval of any products, services, or suppliers
at any time by providing you notice. You must promptly cease using, selling, or providing any products,
services, or suppliers disapproved by us.

Currently, you must purchase: (i) claims management software, bookkeeping and accounting software,
reputation management software, air movers and dehumidifiers, certain chemicals, vehicle wraps,
brochures and business cards, Technology Systems, and collateral merchandise from exclusive vendors
that we designate; and (ii) all other operating equipment, service vehicles, uniforms, inventory,
uniforms, marketing materials, and other products and services from other approved suppliers.

Neither we nor our affiliates are suppliers of goods and services to franchisees. None of our officers
have an interest in any privately held suppliers, or a material interest in any publicly held suppliers.
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Collectively, the purchases you obtain according to our specifications or from approved or designated
suppliers represent approximately 70% to 90% of your total purchases to establish your Franchised
Business, and 10% to 40% of your total purchases to operate your Franchised Business.

Insurance

During the term of the Franchise Agreement, you must maintain in force at your sole expense the
minimum types and amounts of insurance that we require as part of our System Standards, including:

e “All risk” property insurance coverage for the replacement value of the assets of your
Franchised Business

o Workers’ compensation insurance as required by state law and employer liability coverage
with a minimum limit of $100,000 per incident and $500,000 for the policy limit

e Comprehensive general liability insurance with a minimum liability coverage of $1,000,000
per occurrence and an aggregate limit of $2,000,000

e Business interruption insurance with a minimum coverage of $100,000
e Automobile liability insurance of at least $1,000,000

¢ Mold restoration and pollution coverage with a minimum liability coverage of $1,000,000 per
occurrence and an aggregate limit of $2,000,000

e Errors and omissions coverage in the amount of $1,000,000

We may require that you obtain all or a portion of your insurance policies from a designated supplier
and on the terms and according to the specifications we approve. We may require increased coverage
if you wish to serve National Account Clients. The liability insurance must cover claims for bodily and
personal injury, death, and property damage caused by or occurring in connection with your Franchised
Business’ operation or activities of you and your personnel. We may periodically increase the amounts
of coverage required under these insurance policies and/or require different or additional insurance
coverages at any time. These insurance policies must be purchased from licensed insurers having a
rating of “A/VIII” or higher.

Each insurance policy for liability coverage must name us and any affiliates we designate as additional
named insureds, using a form of endorsement that we have approved, and provide for 30 days’ prior
written notice to us of a policy’s material modification, cancellation, or expiration. Each insurance
policy must contain a waiver of all subrogation rights against us, our affiliates and their successors and
assigns. You must routinely furnish us with copies of your Certificates of Insurance or other evidence
of your maintaining this insurance coverage and paying premiums. If you fail or refuse to obtain and
maintain the insurance we specify, in addition to our other remedies including termination, we may
(but are not required to) obtain such insurance for you and your Franchised Business on your behalf,
in which event you must cooperate with us and reimburse us on demand for all premiums, costs and
expenses we incur in obtaining and maintaining the insurance, plus a reasonable fee.

Revenue Derived from Franchisee Purchases and Leases

We and/or our affiliates may derive compensation or other benefits based on your purchases or leases,
including from designated or approved suppliers. We have the right to retain such compensation or
benefits and you will have no interest in or claim to such compensation or benefit. We currently receive
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the following compensation from suppliers to franchisees: (i) 3% of total purchases made by franchisees
of equipment purchases; (ii) 2% of the total payments made by franchisees for equipment rentals; and
(ii1) 2% of total purchases by franchisees of contractor supplies; and (iv) certain flat payments for vendor
sponsorships to our annual franchisee conference. During our last fiscal year ended December 31, 2022,
we derived $326,762 from suppliers on the basis of franchisee purchases and leases (1.7% of our total
revenue of $18,826,131). Of that amount, $165,000 was for conference sponsorships for our annual
franchisee conference.

Other than the foregoing amounts, in our prior fiscal year neither we nor our affiliates: (a) received any
compensation or benefits from suppliers on the basis of sales to franchisees, or (b) derived any revenue
from the sale of products and services to our franchisees.

Purchasing Cooperatives and Arrangements

There are no purchasing or distribution cooperatives in existence for the System. We may negotiate
purchase arrangements with suppliers, including price terms, for the benefit of franchisees. As of the
issuance date of this Disclosure Document, we have negotiated purchase agreements (including pricing
terms) with suppliers for the following goods and services: (i) equipment (rental and purchase), (ii)
chemicals, and supplies; (iii) claim platform; (iv) uniforms and apparel; (v) content wash system; (vi)
phone call answering, call routing, and tracking services; (vii) duct and content cleaning; (viii) storage
units; (ix) digital marketing services; (x) junk removal services; (xi) business management software;
and (xii) bookkeeping and accounting software. You may be required to purchase these items at a price
or on other terms we have negotiated in advance.

We do not provide you with any material benefit (such as renewal rights or additional franchise rights)
based on your purchase of particular products or services or use of particular suppliers.

Call Center Program

If we require, you will participate in the call center program we establish, which may include using and
publishing a telephone number we designate, receiving calls from a call center established and operated
by us, engaging a designated service provider (which may be us, our affiliate, or a third party) to answer
calls, set customer appointments, and provide other related services, and acquiring, installing, and using
related technology, and using designated service providers. You must pay all fees imposed by the service
provider for these services and enter into any related user or service agreements. At any time that a call
center program is not implemented, you must arrange for the answering of all incoming phone calls
during regular business hours. In addition to our other remedies under your Franchise Agreement, if you
fail to comply with this requirement on two or more occasions, then we may require you to engage the
services of a professional call center services provider approved in advance by us, at your expense.
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ITEM9
FRANCHISEE’S OBLIGATIONS

This 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.

N . . Disclosure
Obligation Section(s) in Agreement Document Item(s)
Site selection and acquisition/lease Section 1 11 and 12
b. | Pre-opening purchases/leases Sections 4 and 10.3 7and 8
C. Site qlevelopment and other pre- Section 4 7.8 and 11
opening requirements
. . - Section 7; Reconstruction
d. | Initial and ongoing training Services Addendum Section 8 6, 7,and 11
e. | Opening Section 4.4 11
Section 2 and the Summary
f. | Fees Page; Reconstruction Services 5,6,and 7
Addendum Sections 5 and 7
g. Cor_npllance W't.h standards and Sections 5, 6.1, 8 and 11 8, 14, and 16
policies/ Operating Manuals
h, | TTademarks and proprietary Section 5, 6.1, 8.1 and 8.2 13 and 14
information
Restrictions on products/services Sections 8.1, 11.1,11.2, 11.11
i. P and 11.12; Reconstruction 8and 16
offered .
Services Addendum
i Warranty and customer service Sections 11.6 and 11.8 16
requirements
K Territorial development and sales Sections 1.2 and 11.10 12
quotas
I. | Ongoing product/service purchases Section 11.1 8and 11
m. Malntengnce, appearance and Sections 4, 8.1, 8.3 and 11.3 6
remodeling requirements
n. | Insurance Section 11.14 6,7,and 8
0. | Advertising Section 9 6,7,and 11
p. | Indemnification Section 16.2 6
q Owner s participation, management Sections 11.4 and 11.5 15
and staffing
Sections 10.1 and 10.2;
r. | Records and reports Reconstruction Services 11
Addendum Section 4
s. | Inspections and audits Sections 10.1, 10.2 and 10.4 6, 11, and 13
t. | Transfer Section 14 6 and 17
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Obligation Section(s) in Agreement DOCBS‘;':: lIJtCeem s)
u. | Renewal Section 3.2 17
Sections 6 and 13;
v. | Post-termination obligations Reconstruction Services 17
Addendum Section 11
w. | Non-competition covenants Sections 6.3 and 13.4 17
X. | Dispute resolution Section 18 17
Y. gg::gn;:ie()dnscauaranty and Assumption of Section 15.3 15
ITEM 10
FINANCING

We do not offer direct or indirect financing. We do not guarantee your note, lease, or obligation.

ITEM 11

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND
TRAINING

Except as listed below, we are not required to provide you with any assistance.
Before you begin operating your Franchised Business, we will:

1. Make available to you our System Standards for your Franchised Business Office, service vehicle,
service tools, and equipment and other equipment and supplies necessary for the establishment and
development of Restoration 1 Businesses (Franchise Agreement, Sections 1.1, 4 and 11.1). Other
than providing you our System Standards for products and suppliers, we do not otherwise provide
assistance with obtaining equipment, signs, fixtures, opening inventory, or supplies.

2. Make our Training Program available to you (or if you are a business entity, your Owners) and up
to three employees or representatives (one of which must be your Designated Owner or Designated
Manager, as applicable) (Franchise Agreement, Section 7.1).

3. Provide you with access to the Confidential Operations Manual (Franchise Agreement, Section 8.2).

Site Selection

If you have not identified the site that will be your Franchised Business Office before you sign your
Franchise Agreement, you will have a period of 90 days after signing to obtain our approval of the
proposed site of your Franchised Business Office. Currently, we estimate that we will provide notice
of our decision to accept or reject a proposed site within 30 days of receiving the request. The criteria
we use to evaluate the selected site include visibility, size, layout, adjacent uses, parking,
demographics, local competition, and other factors we determine periodically. Neither we nor our
affiliates generally own the sites for your Franchised Business Office or lease those sites to franchisees.
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The service tools and equipment for your Franchised Business may not be stored at the any location
other than the Franchised Business’ Office without our approval. You are solely responsible for
obtaining occupancy rights to the Franchised Business Office, and for maintaining, insuring, and
paying all associated costs for the Franchised Business Office. You must manage and administer your
Franchised Business from the Franchised Business Office, including maintaining the books and records
of your Franchised Business at the Franchised Business Office. We may periodically establish System
Standards for the Franchised Business Office, including relating to size, safety, or insurance
requirements, and you must comply with all System Standards.

If there is insufficient space at the Franchised Business Office to store your Franchised Business’
service tools and equipment, then you may be permitted to store the same off-site within a leased
storage unit, provided that you inform us in writing of the location of the storage unit. The storage unit
may not display any signage reflecting the Marks. We may periodically establish other System
Standards for off-site storage, including relating to size, safety, or insurance requirements, and you
must comply with all System Standards for such off-site storage. We currently require all Restoration
1 Businesses to maintain off-site storage mandatory as part of our System Standards.

Opening of Franchised Business

We estimate that you will begin operating your Franchised Business within 150 days of signing the
Franchise Agreement. We may terminate the Franchise Agreement if you fail to begin operating your
Franchised Business within this time period. The date you may begin operating your Franchised
Business will depend on whether you have completed all of the following requirements, all of which
are mandatory prior to commencing operations: (a) obtain and provided us copies of all certifications,
permits and licenses required to operate your Franchised Business, including those specified as
mandatory in the Confidential Operations Manual; (b) establish the Franchised Business Office; (c)
acquire and set-up all required office equipment including broadband or high-speed internet service;
(d) acquire and set up at least one telephone number dedicated to your Franchised Business; (e) acquire
a service vehicle meeting our System Standards, and have it wrapped and lettered it in accordance with
our System Standards; (f) acquire the service tools and equipment required for the operation of your
Franchised Business; (g) if necessary, secure off-site storage space for tools and equipment; (h) furnish
us with copies of all insurance policies required by your Franchise Agreement, or by the lease, or such
other evidence of insurance coverage and payment of premiums as we may request; (i) complete the
Training Program to our satisfaction; (j) hire and train the personnel necessary or required for the
operation of your Franchised Business; and (k) pay in full all amounts due to us. You may not
commence operations until you have met all of the conditions above and our System Standards, and
you receive notice from us that you are authorized to open.

Confidential Operations Manual

We will make information about the System Standards, and other suggestions and general guidance
for operating a Restoration 1 Business available to you, which may include one or more manuals,
bulletins, publications, newsletters, memoranda, videos, and other communications from us and our
representatives, in printed, electronic, audio/video, or other form (collectively, the “Confidential
Operations Manual”). We may modify the Confidential Operations Manual periodically, including
changing System Standards. If there is a dispute over its contents, our master copy of the Confidential
Operations Manual will control. The Confidential Operations Manual’s contents are considered
Confidential Information and you will not disclose the Confidential Operations Manual to any person
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other than any employee who needs to know its contents to perform its duties. You may not copy,
duplicate, record, or otherwise reproduce any part of the Confidential Operations Manual without our
approval. We may make some or all of the Confidential Operations Manual available through an Online
Presence (as defined below). If we do so, you must monitor and access that Online Presence for any
updates to the Confidential Operations Manual. Any passwords or other digital identifications
necessary to access the Confidential Operations Manual on any Online Presence will be deemed to be
part of Confidential Information. The approximate total number of pages in the Confidential Operations
Manual is 177. The Table of Contents of the Confidential Operations Manual, along with number of
pages devoted to each section, are included as Exhibit D to this Disclosure Document

After you beqgin operating your Franchised Business, we will:

1. Make periodic visits to your Franchised Business (or any job site for services conducted by your
Franchised Business) for the purpose of consultation, assistance, and guidance with respect to
various aspects of the operation and management of your Franchised Business (Franchise
Agreement, Sections 10.4 and 11.13).

2. Indemnify you if anyone challenges your right to use the Marks, provided you have complied with
your Franchise Agreement (Franchise Agreement, Section 5.4).

3. Continue to provide you with modifications to the Confidential Operations Manual (Franchise
Agreement, Sections 8 and 11.1).

4. Administer the Brand Fund, if established, as required by the terms of the Franchise Agreement
(Franchise Agreement, Section 9.2).

5. Establish prices charged to National Account Clients and prices for products or services sold
through any Franchise System Website (as defined below) (Franchise Agreement, Sections 11.11
and 11.12).

Advertising and Promotion

Local Advertising. You are solely responsible for conducting all local advertising for your Franchised
Business. We are not obligated to spend any particular amount on advertising in your area or Market
Territory. You must advertise and market your Franchised Business in any advertising medium we
determine, using forms of advertisement we approve. You must also list your Franchised Business with
the online directories and subscriptions we periodically prescribe, and/or establish any other Online
Presence we require. You must comply with all of our System Standards for your advertising. All
advertising materials that you use and any advertising activities that you conduct must be factually
accurate, conform to the highest standards of ethical advertising, and comply with all federal, state and
local laws. You must ensure your advertisements and promotional materials do not infringe upon the
intellectual property rights of others.

You must submit to us, for our approval prior to use, all advertising and promotional materials that you
wish to use to promote your Franchised Business and/or that display the Marks. You may not use any
advertising, promotional, or marketing materials that we have not approved. We may revoke our approval
of any advertising, promotional, or marketing materials at any time. You must promptly cease using any
advertising, promotional, or marketing materials disapproved by us.

We may require you to spend a minimum of up to 2% of Collected Gross Revenue each month on
advertising, promotions, and public relations for your Franchised Business in your Market Territory
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(*Local Advertising Expenditure”). We will determine what type of expenditures will count towards your
Local Advertising Expenditure. Indirect costs you incur in managing your local advertising campaigns,
such as salaries and benefits of employees administering the campaigns, will not be counted towards
your Local Advertising Expenditure. Additionally, any costs you incur for advertising conducted at the
Franchised Business Office and/or on service vehicle(s), such as in-store signage or vehicle wraps, will
not be counted towards your Local Advertising Expenditure. At our request, you must send us an
accounting of your Local Advertising Expenditures. We may periodically require you to pay part or all
of the Local Advertising Expenditure to the Brand Fund, in addition to the Brand Fund Contribution. We
may at any time, with at least 30 days’ notice to you, change the proportion of the Local Advertising
Expenditure that you must spend directly, versus contribute to the Brand Fund.

Brand Fund. We may establish and administer a marketing, advertising, and promotion fund to facilitate
advertising and marketing efforts for the Restoration 1® brand, the franchise system, any products or
services offered by Restoration 1 Businesses, and/or Restoration 1 Businesses (“Brand Fund”). We
have not currently established a Brand Fund, but if we do so in the future, you must contribute monthly
to the Brand Fund an amount specified by us periodically up to 2% of Collected Gross Revenue (“Brand
Fund Contribution”). If we own any Restoration 1 Businesses in the future, they may, but are not required
to, contribute to the Brand Fund at the same rate required for franchisees. In fiscal year ended December
31, 2022, we did not collect any funds for a Brand Fund and therefore did not spend any such funds.

If you perform Reconstruction Services, you may also be required to contribute monthly to the Brand
Fund an amount equal to 0.5% of Construction Gross Revenues. This fee is in addition to the Brand
Fund Contribution, and together may exceed 2% of your Collected Gross Revenue. This fee is not
currently charged, but may be charged if we establish the Brand Fund.

We will have exclusive control over all programs and services administered by the Brand Fund, with sole
control over creative concepts, materials and media used in such programs, and the placement and
allocation thereof. We do not guarantee that any particular franchisee will benefit directly from
expenditures by the Brand Fund, or that any such expenditures will be in proportion to any franchisee’s
contributions. The program(s) may be local, regional, or national in scope. We do not guarantee the
results of any Brand Fund programs, services, or expenditures in any manner. The Brand Fund may pay
for preparing and producing video, audio, and written materials and electronic media; developing,
implementing, and maintaining any Online Presences, software, applications or other technology
solutions; administering advertising, marketing, and promotional campaigns and programs; using public
relations and marketing agencies and other advisors to provide assistance; conducting customer surveys
and programs; developing market research and other marketing strategy or implementation activities;
and/or any other expenditures that are directly or indirectly related to promoting the Marks, the System,
the Restoration 1® brand, and/or Restoration 1 Businesses. We may also use the Brand Fund to pay for
the Brand Fund’s other administrative and overhead costs, including the reasonable salaries and benefits
of personnel who manage and administer the Brand Fund, and any other expenses that we or our affiliates
incur that are related to administering or directing the Brand Fund and its programs. We may modify
Brand Fund programs, services, or expenditures at any time. We do not anticipate using any Brand Fund
allocations to principally solicit new franchise sales, but we are not restricted from doing so. We may
modify Brand Fund programs, services, or expenditures at any time.

We will keep a record of the Brand Fund separately from our other funds, though we are not required to
hold such funds in a separate account. The Brand Fund may spend in any fiscal year more or less than
the total Brand Fund Contributions in that year, borrow from us or others (paying reasonable interest) to
cover deficits, or invest any surplus for future use. We have the right, but no obligation, to use collection
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agents and institute legal proceedings to collect Brand Fund Contributions at the Brand Fund’s expense.
We may also forgive, waive, settle, and compromise all claims by or against the Brand Fund.

We may at any time, on 30 days’ prior written notice to you, reduce or suspend Brand Fund Contributions
and/or operations of the Brand Fund for one or more periods of any length and terminate (and, if
terminated, reinstate) the Brand Fund and associated Brand Fund Contributions. If we terminate the
Brand Fund, we will first pay all outstanding invoices and debts incurred by the Brand Fund, and then
we will return the remaining balance to franchisees in proportion to their Brand Fund Contributions in
the 12 months prior to such termination.

We may elect to maintain multiple Brand Funds or the administration thereof, whether determined by
geographic region, country, or otherwise, or consolidate or merge multiple Brand Funds or the
administration thereof, in each case provided that each such Brand Fund will otherwise remain subject
to the terms of the Franchise Agreement. The Brand Fund is not a trust, and we assume no fiduciary
duty in administering the Brand Fund.

An accounting of the operation of the Brand Fund will be prepared annually and will be available to
you upon written request. We retain the right to have the Brand Fund reviewed or audited and reported
on, at the expense of the Brand Fund, by an independent certified public accountant selected by us. We
may also administer the Brand Fund through a separate entity whenever we deem appropriate, and
such entity will have all of the rights and duties reserved to us.

Other than participation in the Brand Fund under the terms described above, you are not required to
participate in any local or regional advertising cooperatives.

Franchisee Advertising Council. Other than our Franchisee Advisory Council (the “FAC”), we do not
currently maintain an advertising council composed of franchisees to advise us on advertising policies.
The FAC was established by us to provide an open forum for communication with franchisees to
discuss matters of common interest, which may periodically include matters relating to advertising,
but is not limited to such topics. The FAC serves in an advisory and consultative capacity only and the
advice of the FAC is not binding on us. The FAC will be comprised of 6 franchisee members (which
may be increased up to 10 franchisee members by a majority vote), and 1 member that is a
representative of ours. All franchisee members will be elected by a majority vote of franchisees in their
designated region. Except for the election of the initial FAC members, each FAC member is eligible
to serve no more than 3 consecutive terms of 1 year each. If a council seat is vacated or otherwise not
filled, the remaining members shall nominate and appoint, by a majority vote, the replacement member
to serve for such remaining term. To qualify to serve on the FAC, a franchisee must have a current and
valid Restoration 1 Business which has been open for a minimum of 180 days, be in full compliance
with its agreements with us, have an active Reconstruction Services Addendum on file with us, and
agree to uphold the council bylaws. Membership on the FAC is limited to 1 member per franchisee or
franchisee-affiliate group at any given time. A member of the FAC may be removed by a majority vote
of the FAC for failure to fulfil his or her duties. We may modify or terminate the FAC at any time.

Franchise System Website. We may establish, acquire, or host any Online Presence (as defined below)
to advertise, market, and promote Restoration 1 Businesses and/or the Restoration 1® brand, the
products, and services that they offer and sell, and/or a franchise opportunity (a “Franchise System
Website”). We may (but are not required to) provide information on any Franchise System Website
about your Franchised Business. You must: (i) provide us the information and materials we request to
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develop, update, and modify the description of your Franchised Business on any Franchise System
Website; and (ii) notify us whenever any information on any Franchise System Website is not accurate.
We will own all intellectual property and other rights in all Franchise System Websites, including as it
relates to your Franchised Business, and including all information contained on any Franchise System
Websites (including the account information and preferences, login credentials, analytic data and
reports, user submitted content and data, and all messages and other information or materials directed
to or from other messaging platforms associated with any Franchise System Website). We have the
right to temporarily or permanently remove references to your Franchised Business from any or all
Franchise System Websites if you or your Owners or affiliates are in default of any obligation under
your Franchise Agreement or our System Standards, and/or upon the expiration or termination of your
Franchise Agreement. We may require you to obtain from us and use an email address associated with
our registered domain name. If we require you to obtain and use such an email address, you must do
so according to our then-current System Standards. We will have unrestricted access to all such email
accounts, and all document, data, materials, and messages shared from or by such accounts.

Your Online Activities. Except as approved by us in writing or specified in the Confidential Operations
Manual, you may not develop, maintain, or authorize any website, domain name, email address, social
media account, other online, virtual, digital, or electronic presence of any kind (“Online Presence”)
that displays any of the Marks, promotes or advertises your Franchised Business, links to any Online
Presence maintained by us for the brand, or engage in any promotional or similar activities, whether
directly or indirectly, and/or offer any products or services for sale on any Online Presence. If we
approve the use of any Online Presence, you must develop and maintain such Online Presence only in
accordance with our guidelines, including guidelines for posting any messages or commentary on other
third-party platforms, preparing and linking a privacy policy to such Online Presence, and other System
Standards we may establish periodically. At our request, you must grant us or our designees access to
each such Online Presence, and to take whatever action (including signing assignment or other
documents) we request to gain access, control, or ownership of such Online Presence.

Technology Systems

You must acquire and use all hardware, software, and IT systems that we specify periodically,
including computer, point-of-sale, financial, telecommunications, security and similar systems,
together with the associated hardware, software, applications, integrations, and related equipment and
services (collectively the “Technology Systems”). We may establish System Standards for the
Technology Systems and/or require the use of designated Technology Systems for any purpose
associated with your Franchised Business, including purchasing, estimating, pricing, scheduling,
accounting, order entry, inventory control, security, data management, information storage, retrieval
and transmission, customer information, customer programs, marketing, communications, or any other
business purpose. We may require that you, at your expense, acquire new or substitute Technology
Systems, and/or replace, upgrade or update existing Technology Systems, upon reasonable prior notice.

Currently, the Technology Systems are comprised of: (i) a personal computer with associated
hardware, software, connectivity, and printing capabilities, as required to access the mandatory
software; (ii) one all-in-one printer, copier, scan and fax machine; (iii) one smart device (either a tablet
or phone) with unlimited data access; (iv) our designated estimating and claims management software;
and (v) QuickBooks and Qvincii financial accounting software. We estimate the total start-up costs for
your Technology Systems will range from $1,650 to $4,750. Additionally, we charge a $499/month
Technology Fee to each franchisee to help cover the costs associated with certain technology that we
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make available to our franchisees (plus, an additional $10 per month per email address, if you request
more than 10 email addresses).

You are responsible for all fees, costs and expenses associated with acquiring, licensing, utilizing,
updating, and upgrading the Technology Systems. Certain components of the Technology Systems
must be purchased or licensed from designated or approved third party suppliers, which may be us or
our affiliates. We may also enter into master agreements with third-party suppliers relating to any
components of the Technology Systems and then charge you for all amounts that we must pay to these
suppliers based upon your use.

You do not have to enter into any ongoing maintenance or support agreements for the maintenance of
your computer or the various software programs, but you may find it advantageous to do so. The annual
costs of entering into maintenance, update, upgrading, or support contracts may range from $200 to
$350 per year, depending on your area and which maintenance provider you employ. You may
periodically be required to update or upgrade computer hardware and software, if we believe it is
necessary. We may introduce new requirements or modify our specifications and requirements for
computer and point-of-sale systems. There are no limitations on our rights to do so.

You must take all steps necessary to enable us to have independent and unlimited access to the data
collected through the Technology Systems, including information regarding your Collected Gross
Revenues, relating to customers and jobs completed, and any other information relating to your
Franchised Business. You must provide us, upon request, with all user 1Ds and passwords for your
Technology Systems, including upon termination or expiration of the Franchise Agreement.

You are solely responsible for protecting the Technology Systems against computer viruses, bugs,
power disruptions, disruptions, internet access failures, internet content failures, data-related problems,
and attacks by hackers and other unauthorized intruders. Upon our request, you must obtain and
maintain cyber insurance and business interruption insurance for technology disruptions.

You must implement all administrative, physical and technical safeguards necessary to protect any
information that can be used to identify an individual, including names, addresses, telephone numbers,
e-mail addresses, employee identification numbers, signatures, passwords, financial information,
credit card information, biometric or health data, government-issued identification numbers and credit
report information in accordance with applicable law and industry best practices, including, where
required, obtaining necessary consents and making required disclosures. It is entirely your
responsibility (even if we provide you any assistance or guidance) to confirm that the safeguards you
use to protect such information comply with all applicable laws and industry best practices related to
the collection, access, use, storage, disposal and disclosure. If you become aware of a suspected or
actual breach of security or unauthorized access involving any such information, you must notify us
immediately and specify the extent to which such information was compromised or disclosed. You
must follow our instructions regarding curative actions and public statements relating to the breach.

You must comply with our website privacy policy, as it may be amended. You must comply with any
requests to return or delete customer’s personal information, whether requested by us or directly by the
customer, as required by applicable data sharing and privacy laws.
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Training

Training Program. We will provide a training program on the material aspects of operating a
Restoration 1 Business (the “Training Program”) to you (or your Owners) and up to three additional
employees or representatives (one of which must be your Designated Owner or Designated Manager,
if applicable) (together, your “Key Personnel”). You may invite additional employees to attend the
Training Program if space allows. If we approve such requests, we may charge our then-current training
fee (currently, $1,000 per day, per trainee, plus expenses) for each additional individual attending the
Training Program, and/or for any portion of the Training Program conducted more than one time to
accommodate the schedules of your attendees. We will determine the identity and composition of the
trainer(s) conducting all portions of the Training Program. We will also determine the length and
content of the Training Program. We may vary the Training Program based on the experience and skill
level of the individual(s) attending. Scheduling of the Training Program is based on your and our
availability and the projected commencement of operations of your Franchised Business.

Your Key Personnel must complete the Training Program to our satisfaction before beginning to
operate your Franchised Business. If any of your Key Personnel fail to satisfactorily complete the
Training Program, we may require such person(s) to attend additional training at a time and location
of our choice, and we will charge you our then-current training fee (currently, $1,000 per day, per
trainee, plus expenses) for such additional training. If you and your Key Personnel complete the
Training Program to our satisfaction and have not expressly informed us at the end of the Training
Program that they do not feel sufficiently trained in the operation of your Franchised Business, then
you and your trainees will be deemed to have been trained sufficiently.

If you hire a new Designated Manager or your Designated Owner changes, the new Designated
Manager or Designated Owner must attend and successfully complete our then-current Training
Program before providing services to your Franchised Business.

The Training Program is offered on an as needed basis at our training location in Dallas, Texas, or another
location we designate, which may include conducting any portion of the Training Program virtually.
The time frames provided in the chart below are an estimate of the time it will take to complete training.
Our Training Program is currently supervised by our President, Tom Gissler, who has 2 years of
experience with us and has 23 years of experience in the restoration industry. He has experience with
both residential and commercial restoration along with his background in training and development.
Currently, the Training Program is comprised of the following training modules:

TRAINING PROGRAM

. Hours of Classroom | Hours of On-The- .
Subject o - Location
Training Job Training
Pre-Training Checklist 8 0 Dallas, Texas, or virtual
IICRC Water
Mitigation 24 0 Virtual
Certification
Compaf‘y 2 0 Dallas, Texas, or virtual
Introductions
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. Hours of Classroom | Hours of On-The- .
SHgJEe Training Job Training Lol
Restoration Overview 4 0 Dallas, Texas, or virtual
Technic_al_/Safety 4 4 Dallas, Texas, or virtual
Training
Technology Software 4 4 Dallas, Texas, or virtual
Hands on Mitigation 0 4 Dallas, Texas, or virtual
Equipment
Sales and Marketing 5 0 Dallas, Texas, or virtual
Administration 4 0 Dallas, Texas, or virtual
Estimating Technology 0 4 Dallas, Texas, or virtual
Reets Drying Academ .
IICRC Certified 40 0 Sharpr“Jigr’tzforg'a’ or
WRT/ASD Training
TOTAL 95 16

Personnel Training. You are responsible for training all of your employees, contractors, and other
personnel that have not attended the Training Program, at your sole cost and expense. We may
periodically require you to disclose to us the training curriculum and materials that you use to train
your personnel, and/or set System Standards relating to the training that you offer, to ensure that all
personnel receive appropriate training to conduct your Franchised Business to satisfy our System
Standards. If we at any time determine that any of your personnel are unable to satisfactorily supervise
and fulfill their duties in accordance with our System Standards, we may require those persons to cease
providing services at your Franchised Business until they complete additional training with you or with
us. If we provide any such training to such personnel, you must pay our then-current training fee
(currently, $1,000 per day, per trainee, plus expenses) for such additional training we provide.

Additional Training. Subject to limitations on scheduling, availability, and similar resources, we may
provide you with advice periodically regarding your Franchised Business. Our advice and guidance
will be furnished in the formats we periodically designate, which may include updates to our
Confidential Operations Manual, written bulletins and newsletters, via telephone or electronic
meetings, and/or consultation at our offices. We may modify or discontinue any ongoing training or
advice we provide at any time. You may request additional training for you, your Owners, or your
personnel periodically. If we agree to provide you such additional training, we and you will jointly
determine the duration of this additional training, and we may charge you our then-current training fee
for such additional training (currently, $1,000 per day, per trainee, plus expenses).

We may require you and your Key Personnel and/or certain other employees of your Franchised
Business attend various training courses, trade shows, ongoing education programs, and/or webinars
at the times and locations designated by us, which may be offered by us or our affiliates, vendors, or
other designees of ours. In addition to these training courses, programs, and events, we may
additionally require you and/or any of your Key Personnel to attend periodic meetings of franchise
owners or managers. These meetings will be held at the times and locations we designate, and we may
charge meeting or conference fees up to $1,000 (currently, $300 per attendee, per conference).
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If we determine that you are not operating your Franchised Business in full compliance with your
Franchise Agreement and/or the Confidential Operations Manual, we may require that your Key
Personnel attend additional training that is relevant to your operational deficiencies, and we may charge
you our then-current training fee for such additional training (currently, $1,000 per day, per trainee,
plus expenses). We may periodically establish System Standards that will require you, your Owners,
and/or other personnel of your Franchised Business to attend third-party training or certification
courses or obtain certain technical certificates or licenses. You must comply and ensure that your
personnel comply with all training and certification requirements that we establish.

Training Expenses. You must pay all travel and living expenses (including, wages, transportation, food,
lodging, and workers’ compensation insurance) that you and your Key Personnel or any other
employee incurs during any and all meetings and/or training courses and programs. If we or our
representatives travel to your area to conduct any training of any kind, you are also responsible for the
travel and living expenses and out-of-pocket costs that we and such representatives incur to provide
you and your personnel with any training.

ITEM 12
TERRITORY
Your Market Territory

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

You and we will agree on a geographic area to act as your Market Territory. The Market Territory may
be defined by ZIP codes, political boundaries, geographic boundaries, or roads. A Market Territory for
a Standard Franchise will have a minimum population of 200,000 while the Market Territory for a
Micro Market Franchise will have a population between 75,000 and 199,999. The source of the data for
determining population is our territory mapping program, GbBIS. You may not relocate your Franchised
Business’ Market Territory and/or the Franchised Business Office without our prior written consent.

Your Market Territory is strictly a limitation on the geographic area where you may conduct business
activities. Your Market Territory is not an exclusive territory, and you will have no territorial protections
in the Market Territory. Nothing will restrict or limit, in any manner, our or our affiliates’ rights to
conduct marketing or other business activities, solicit or accept customers, and/or grant licenses or
franchises of any kind, in any location whatsoever, including through alternative distribution channels
and/or the internet. We may operate and/or authorize other franchisees to operate, solicit customers, and
conduct services in your Market Territory. We are not required to pay you any compensation relating to
these activities.

Without our prior authorization, you and your Owners may not, and each of you will cause your
respective affiliates, representatives, and personnel not to: (i) conduct any marketing, advertising, or
promotional activities for your Franchised Business and/or using the Marks or the System outside of
your Market Territory, and/or (ii) solicit orders, jobs, or projects from customers outside of your
Market Territory and/or that would be conducted outside of your Market Territory, in each case,
including that you may not use any channels of distribution, such as the internet, catalog sales,
telemarketing, or other direct marketing to conduct such solicitation or activities. If these territorial
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limitations are violated, in addition to our right to terminate your Franchise Agreement for your breach,
we have the right to require you to pay damages equal to: (i) $5,000 per incident for any marketing,
advertising, or promotional activities conducted outside of your Market Territory, or (ii) 100% of the
job value for any work obtained in breach of the territorial limitations.

You may not engage in any promotional or similar activities, or sell any products or services, whether
directly or indirectly, through any Online Presence, without our prior approval. You are not granted
any options, rights of first refusal or similar rights to acquire additional territories or franchises.

Minimum Performance Criteria

You do not receive any territorial protection your Market Territory and are therefore not required to
achieve a certain sales volume, market penetration, or other contingency to preserve it. However, we
may terminate your Franchise Agreement, causing you to lose your franchise rights, if you fail to
achieve the following minimum performance criteria: beginning with the 25th month of operation,
your Franchised Business must achieve average Collected Gross Revenue of at least $32,500 per month
(total Collected Gross Revenue during the prior trailing six-month period, divided by six). There is no
minimum performance criteria during the first 2 years of operations of your Franchised Business. With
no less than 30 days prior notice, we may increase the amount of the minimum average monthly
Collected Gross Revenue in an amount not to exceed the aggregate rate of inflation established by the
U.S. Bureau of Labor’s Consumer Price Index since the date of your Franchise Agreement, or such
later date as we last adjusted the minimum average monthly Collected Gross Revenue.

Affiliated Franchised Programs

As described further in Item 1, we are under common control with entities that operate other franchised
brands. Currently none of our affiliated brands offers restoration services. These affiliate franchises
may be located within close proximity to your Franchised Business, including within your Market
Territory, and they may solicit or accept orders from customers near your Franchised Business. If a
conflict should arise between any Restoration 1 Business and any other business operated or franchised
by an affiliate of ours, we will analyze the conflict and take any action or no action as we deem
appropriate. We currently maintain each franchise offering from the same corporate offices and
training facilities.

ITEM 13
TRADEMARKS

We currently own our principal Marks, which have been registered on the Principal Register of the U.S.
Patent and Trademark Office (“USPTQO”). Our principal Marks are currently as follows:

Mark Reg. / App. Number Reg. / App. Date
Restoration 1 Reg. No. 3717916 | Reg. Date: December 1, 2009

Reg. No. 3820954 Reg. Date: July 20, 2010
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Mark Reg. / App. Number Reg. / App. Date

Reg. No. 4982600 Reg. Date: June 21, 2016

Restoration (m App. No. 97380137 |  App. Date: April 25, 2022

WATER | FIRE | MOLD

App. No. 97380133 App. Date: April 25, 2022

" , ’ App. No. 97380123 App. Date: April 25, 2022

App. No. 97492267 App. Date: July 7, 2022

We do not have a federal registration for each of our principal trademarks. Therefore, such
unregistered trademarks do not have many legal benefits and rights as a federally registered
trademark. If our right to use an unregistered trademark is challenged, you may have to change
to an alternative trademark, which may increase your expenses.

All required affidavits of use will have been filed in a timely manner. There is presently no effective
determination of the U.S. Patent and Trademark Office, the Trademark Trial & Appeal Board, the
trademark administrator of any state or any court, nor any pending infringement, opposition or
cancellation proceeding or any pending material litigation involving our principal Marks. There are no
agreements currently in effect that significantly limit our rights to use or license the use of the Marks
in any manner material to the franchise. We know of no infringing or prior superior uses that could
materially affect the use of the Marks.

We are the sole and exclusive owners of the Marks and the System. Your use of the Marks and the
System and any goodwill created thereby will inure to our benefit. You will not at any time acquire an
ownership interest in the Marks or the System by virtue of any use and/or by virtue of your Franchise
Agreement. You may not at any time contest the validity or ownership of any of the Marks or the
System, or assist any other person in contesting the validity or ownership of any of the Marks or the
System. Any unauthorized use of the Marks or the System by you or your Owners or affiliates is a
breach of your Franchise Agreement and an infringement on the intellectual property rights of us and
our affiliates. All provisions of the Franchise Agreement relating to the Marks and the System apply
to any changes and/or additions to the Marks or the System that we authorize periodically.
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You are permitted to use the Marks and the System solely to conduct the Franchised Business in
compliance with your Franchise Agreement. You may not use any trademarks, service marks or
commercial symbols other than the Marks to identify or operate your Franchised Business. You may
not use any Mark or portion of any Mark as part of any business entity name. You may not use any
Mark or the System in connection with the sale of any unauthorized product or service or in any other
manner not expressly authorized in writing by us. You must give such notices of trademark and service
mark registrations as we specify and obtain such fictitious or assumed name registrations as may be
required under applicable law to do business as a Restoration 1 Business. You may not register or seek
to register as a trademark or service mark, either with the United States Patent and Trademark Office
or any state or foreign country, any of the Marks or a trademark or service mark that is confusingly
similar to any Mark licensed to us. You must identify yourself as the independent owner of your
Franchised Business in connection with all of your dealings with customers, employees, and the public,
and in accordance with any System Standards established by us.

You must immediately notify us of any apparent or threatened: (i) infringement of the Marks or any
component of the System, (ii) challenge to your use of any of the Marks or any component of the
System, and/or (iii) claim by any person of any rights in any of the Marks or any component of the
System. You may not communicate with any person other than us and our counsel in connection with
any such infringement, challenge, or claim; provided, you may communicate with your counsel at your
expense. We may take such action as we deem appropriate and the right to exclusively control any
litigation or other proceeding arising out of any infringement, challenge, or claim or otherwise relating
to any of the Marks and/or the System. You must execute any and all instruments and documents,
render such assistance, and do such acts and things as we require to protect and maintain our interests
or to otherwise protect and maintain our interest in the Marks and/or the System.

We will reimburse you for all expenses reasonably incurred by you in any proceeding disputing your
authorized use of any Mark, provided that you have complied with your Franchise Agreement and our
directions in responding to such proceeding. At our option, we or our designee may defend and control
the defense of any proceeding arising directly from your use of any Mark and/or any component of the
System. This indemnification will not include the expense to you of removing signage or
discontinuance of the use of the Marks and/or any component of the System. This indemnification will
not apply to litigation between us and you wherein your use of the Marks or System is disputed or
challenged by us. This indemnification will not apply to any separate legal fees or costs incurred by
you if you obtain independent counsel after we have appointed counsel to represent you and us.

If we deem it necessary for you to modify or discontinue use of any of the Marks or components of the
System, and/or use one or more additional or substitute trade names, trademarks, service marks or other
commercial symbols to identify Restoration 1 Businesses, you must comply with our directions
promptly after notice to you by us. We are not required to reimburse you for your expenses derived
from update, addition, or modification to, or discontinuance of any Marks or any components of the
System or any loss of goodwill associated therewith or for any expenditures made by you to promote
any modified or substitute Mark or modified System.
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ITEM 14
PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION
Patents and Copyrights

We do not own any patents that are material to the franchise. We do not have any pending patent
applications that are material to the franchise. We own copyrights in the Confidential Operations Manual,
our website, our marketing materials, and other copyrightable items that are part of the System. While
we claim copyrights in these and similar items, we have not registered these copyrights with the United
States Register of Copyrights. You may use these items only as we specify while operating your
Franchised Business and you must stop using them if we direct you to do so.

We know of no effective determinations of the U.S. Copyright Office or any court regarding any of our
copyrighted materials. Our right to use or license copyrighted items or Confidential Information (defined
below) is not materially limited by any agreement or known infringing use.

Confidential Information

In connection with your Franchised Business, you and your Owners and personnel may be provided
and/or have access to non-public information about the System and the operation of Restoration 1
Businesses (the “Confidential Information”), including: (1) training programs and operations materials
(including the Confidential Operations Manual); (2) the System Standards and methods and techniques
for operating Restoration 1 Businesses; (3) market research and strategies, customer service
techniques, and other practices for generating and maintaining customers; (4) specifications for,
suppliers of, and methods of ordering, products and services; (5) any software, technology, or Online
Presences which are proprietary to us or the System, including digital passwords and identifications
and any source code of, and data and reports generated by the software or similar technology; (6) the
operating results and financial performance of Restoration 1 Businesses, including your Franchised
Business; (7) customer and client lists, terms, job pricing and history, preferences, demographic
information and related information; and (8) any other information designated as confidential or
proprietary by us. Confidential Information does not include information, knowledge, or know-how,
which is lawfully known to the public without violation of applicable law or an obligation to us or our
affiliates.

All Confidential Information will be owned by us and our affiliates. You will not acquire any interest
in the Confidential Information, other than the right to use it to develop and operate your Franchised
Business in compliance with your Franchise Agreement. The Confidential Information includes our
trade secrets and other information that is proprietary to us and our affiliates, derives value from not
being known to the public and our competitors, has been developed by us and our affiliates at
significant cost and effort, and is critical to the competitive advantage of us and our affiliates and
franchisees. Any unauthorized use or disclosure of the Confidential Information would be an unfair
method of competition and will result in irreparable harm to us and our affiliates.

You and your Owners agree that during and after the term of your Franchise Agreement you will, and
you will cause each of your respective spouses, immediate family members, affiliates, and assigns: (a)
not use the Confidential Information for any purpose other than the development and operation of your
Franchised Business under your Franchise Agreement; (b) keep confidential and not disclose the
Confidential Information to any person other than those of your employees and representatives who
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need to know such Confidential Information for the purpose of assisting you in operating your
Franchised Business under your Franchise Agreement (and you will be responsible for any violation
of this requirement by any such representatives or employees); (c) not make unauthorized copies of
any Confidential Information; (d) adopt and maintain reasonable procedures to prevent unauthorized
use or disclosure of Confidential Information, including by establishing reasonable security and access
measures, restricting its disclosure to Key Personnel, and/or by requiring persons who have access to
the Confidential Information to execute a non-disclosure agreement on terms no less favorable than
the terms applicable to Confidential Information under your Franchise Agreement; and (e) at our
request, destroy or return any of the Confidential Information.

Innovations

All ideas, concepts, techniques or materials concerning any Restoration 1 Business and/or the System
or developed, in whole or in part, using Confidential Information, whether or not protectable
intellectual property and whether created by or for you or your Owners or employees, must be promptly
disclosed to us and shall be deemed our sole and exclusive property and work made-for-hire for us,
automatically and without compensation to you, your Owners, or any of your employees or
representatives. We have the right to incorporate such items into the System. To the extent any item
does not qualify as a “work made-for-hire” for us, you must assign to us, all right, title, and interest in
that item. You must sign any documents required by us to memorialize such assignment. You must
take all actions to assist our efforts to obtain or maintain intellectual property rights in any item related
to the System, whether developed by you or not.

ITEM 15

OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION
OF THE FRANCHISE BUSINESS

Designated Owner

If you operate your Franchised Business through a legal entity, you must identify one of your Owners
who is a natural person with at least a 10% direct or indirect ownership interest and voting power in
that entity (your “Designated Owner”). We must approve the person that will act as your Designated
Owner. Your Designated Owner will be authorized to deal with us on your behalf for all matters that
may arise with respect to your Franchise Agreement. Any decision made by the Designed Owner will
be final and binding on you and we will be entitled to rely solely on the decision of the Designated
Owner without discussing the matter with any other party. The person acting as your Designated Owner
must have full corporate power and authority to enter into the Franchise Agreement and any other
documents to which you are a party, and to make binding decisions on your behalf.

Designated Manager

Subject to the terms and conditions of your Franchise Agreement, you (or if you operate through a
legal entity, your Designated Owner) will be solely responsible for the management, direction and
control of your Franchised Business you (or your Designated Owner). If you (or your Designated
Owner) do not wish to supervise the day-to-day operations of your Franchised Business, then you may
request that we approve an alternative person to supervise the day-to-day affairs of your Franchised
Business (your “Designated Manager”). We may establish conditions for approving any such
Designated Manager or Designated Owner, as applicable, which may include the completion of
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training, confirmation that such individual will have no competitive businesses activities, and/or
execution of a non-disclosure agreement or other covenants we require. You (or your Designated
Owner) or your Designated Manager, as applicable, must supervise the management and day-to-day
operations of your Franchised Business on a full-time basis and continuously exert best efforts to
promote and enhance your Franchised Business and the goodwill associated with the Marks.

Obligations of Owners and Other Key Personnel

If you enter into your Franchise Agreement as a legal business entity, each person who holds a direct
or indirect ownership, voting, or beneficial interest in you (an “Owner”) must execute a guaranty ,
agreeing to be personally bound, jointly and severally, by all provisions of the Franchise Agreement
and any ancillary agreements between you and us and/or our affiliates. Our current form of Guaranty
and Assumption of Obligations is attached as an exhibit to the current form of Franchise Agreement.

We also have the right to require certain of your Owners, Key Personnel, management level employees
and officers, and other representatives and owners of you that will have access to Confidential
Information to sign certain covenants we designate. You must ensure that we and our affiliates are
named as third-party beneficiaries with the right to enforce covenants contained in such agreements.
Upon our request, you must provide us with copies of all such executed nondisclosure and non-
competition agreements. We may modify our decisions regarding which persons will be required to
sign such covenants periodically. You must notify us, upon request, of all employees, representatives,
and other individuals to whom you have granted access to Confidential Information, and/or who are
involved in the management and supervision of your Franchised Business.

Assumption of Management

We may assume management of your Franchised Business, or to appoint a designee to assume its
management if: (1) you abandon or fail actively to operate your Franchised Business; (2) you fail to
comply with any provision of the Franchise Agreement or any System Standard and do not cure the
failure within the time period we specify; or (3) the Franchise Agreement expires or is terminated and
we are transitioning your Franchised Business’ operations to us or another person we designate, or
determining whether to do so. All funds from your Franchised Business’ operation while it is under
our or our designee’s management will be kept in a separate account, and all expenses will be charged
to this account. If we or our designee assume your Franchised Business’ management, you must pay
us (in addition to the Royalty Fee, Brand Fund Contributions, and other amounts due to us or our
affiliates) our then-current fee for such management services (currently, 5% of Collected Gross
Revenue), plus our and our designees’ direct out-of-pocket costs and expenses.

Subcontractors

You must obtain our prior written approval of any subcontractor that will be used to provide services
of any kind for your Franchised Business. You will remain fully liable for all obligations under your
Franchise Agreement for all operations from your Franchised Business, including those performed by
any approved subcontractors. You will also be fully liable for the actions, omissions, and performance
of any and all subcontractors and their personnel. Your obligation to indemnify us against liability
from your Franchised Business will apply to operations by your subcontractors.
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ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL
Authorized Products and Services

You must provide or offer for sale or use at your Franchised Business all of the services, products,
supplies, equipment, and other items that we periodically designate. You may not offer or provide any
other services, products, supplies, equipment, or other items as part of your Franchised Business
without our express approval. You may not offer or provide any other products and services, and/or
permit any of your affiliates, employees, Owners, or other representatives to offer or provide any other
products and services, related to or arising in connection with any project conducted by your
Franchised Business, without our approval.

You may not offer or sell any products or services from your Franchised Business at wholesale, for
resale, or through other alternative distribution channels, including any Online Presence, or to other
franchisees, without our prior written approval.

All products, supplies, equipment, and other items provided by your Franchised Business must comply
in all respects with our System Standards. We are under no obligation to authorize every Restoration
1 Business to offer the same services, products, supplies, equipment, and other items. We may
condition our approval for you to offer any services, products, supplies, equipment, and other items on
our then-current criteria, including your compliance with your Franchise Agreement.

As described in Item 12, you and your Owners may not, and each of you will cause your respective
affiliates, representatives, and personnel not to: (i) conduct any marketing, advertising, or promotional
activities for your Franchised Business and/or using the Marks or the System outside of your Market
Territory, and/or (ii) solicit orders, jobs, or projects from customers outside of your Market Territory
and/or that would be conducted outside of your Market Territory.

Reconstruction Services

If you wish to offer any restoration, reconstruction, or other products and services in connection with
a project conducted by your Franchised Business, to restore the property to its former condition
(“Reconstruction Services”), you (or any affiliate of yours that will provide such Reconstruction
Services) must first execute our then-current Reconstruction Services Addendum, in a form and
substance designated by us. Neither you nor any of your affiliates may offer any Reconstruction
Services for any projects associated with your Franchised Business without approval by us and
execution of the designated Reconstruction Services Addendum.

Pricing

You will have the sole right to determine the prices to be charged by your Franchised Business for
services offered to customers, other than: (i) prices charged National Accounts Clients, which we will
negotiate in advance with our National Accounts Clients; and (ii) we will have the sole right to
determine the prices to be charged for products sold through any Franchise System Website, even if
such sales are to persons identified as customers of your Franchised Business.
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National Accounts Clients

We or our affiliates may periodically enter into agreements with clients that require service (the
“National Account Clients”). We may provide these services ourselves or through our affiliates or
designees, and/or may subcontract servicing rights to one or more third parties or franchisees. We may
establish criteria or qualifications for franchisees that wish to service National Accounts Clients,
including different service standards, requirements for accepting or declining jobs, insurance
requirements, or other conditions we establish. If we offer you the right to provide services to a
National Account Client, you must provide the services in accordance with all of our System Standards,
plus the terms, fees, and conditions that we have negotiated with the National Account Client. We may
invoice the National Account Client and collect payment directly. We may also charge our then-current
fees for participation in the program, including dispatch, management, declined job fees, or other
processing or administrative fees. In such cases, we will deduct from the payment any applicable fees
and any amounts calculated under the Franchise Agreement on the basis of such Collected Gross
Revenue, and remit to you the balance within a reasonable time following receipt.

Service Warranties

Certain products and services offered to customers by your Franchised Business may be subject to one
or more customer warranties, guarantees, commitments and/or similar customer service programs,
including those offered by you and your affiliates and/or third-party service providers and
manufacturers that offer products and services used by your Franchised Business (collectively,
“Service Warranties”). During and after the term of your Franchise Agreement, you must honor all
Service Warranties made to customers of your Franchised Business, including using your best efforts
to assist customer of your Franchised Business tendering claims to any third-party serviced providers
and manufacturers. You must obtain our approval of all Service Warranties before you offer them to
customers of your Franchised Business. We may establish System Standards for any such Service
Warranties periodically. All Service Warranties offered by your Franchised Business are strictly your
obligation and responsibility and are not offered or guaranteed in any manner by us.

If you fail to honor any Service Warranties to your customers, we may take any action we deem
appropriate to honor such Service Warranties, including by providing any services or products or
support ourselves, or through our designees, affiliates, or other franchisees, and you must reimburse
us any and all costs incurred by us, our designees, affiliates, representatives, or other franchisees. We
may require you to pay us a reasonable deposit, post a bond, or offer another form of financial assurance
to us to support any Service Warranties offered by your Franchised Business.
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ITEM 17
RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION
THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the Franchise Agreement and related agreements.
You should read these provisions in the agreement attached to this Disclosure Document.

Provision

Section in
Agreement

Summary

a. Length of franchise
term

Section 3.1, Summary
Page, Reconstruction
Services Addendum 9
and 10

The initial term is 10 years. The right to offer
Reconstruction Services may not be the same as your
franchise term because these services are optional and
either party may terminate the Reconstruction Services
Addendum any time with 60 days’ notice.

b. Renewal or extension
of the term

Section 3.2

You may renew for one successive 10-year term if you
satisfy the conditions described below.

c. Requirements for
franchisee to renew
or extend

Section 3.2

You must have: substantially complied with the
Franchise Agreement and all other agreements with us
and our affiliates; updated the Franchised Business
Office and your service vehicle and equipment; satisfied
all monetary obligations owed to us or our affiliates; not
been in default of any provision of the Franchise
Agreement or any other agreement between you and us;
notified us of your intent to renew no less than 9 months
and more than 12 months prior to the end of the term;
signed a then-current Franchise Agreement, which may
have materially different terms and conditions
(including higher Royalty Fee, higher Brand Fund
Contributions and a different or modified Market
Territory); reimburse us for our costs in processing the
renewal; complied with then-current qualifications for
new franchisees; and signed a general release (subject to
state law). We must be offering franchises for
Restoration 1 Businesses in the geographic area of your
Market Territory at the time you request a renewal.

d. Termination by
Franchisee

Section 12.3;
Reconstruction
Services Addendum
Section 10

Subject to state law, you can terminate if you are in full
compliance with all of the terms of your Franchise
Agreement, we materially breach your Franchise
Agreement, and we fail to make reasonable efforts to
cure such breach within 60 days after receiving written
notice from you. Reconstruction Services are optional,
and you or any of your affiliates may terminate your
Reconstruction Services Addendum at any time with 60
days’ notice to us.
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Provision

Section in
Agreement

Summary

. Termination by
franchisor without
cause

No provision in
Franchise Agreement;
Reconstruction
Services Addendum
Section 9

We may not terminate the Franchise Agreement without
cause. We may terminate the Reconstruction Services
Addendum without cause upon 60 days’ notice to you.

. Termination by
franchisor with cause

Sections 12.1 and
12.2; Reconstruction
Services Addendum
Section 9

We may terminate the Franchise Agreement or
Reconstruction Services Addendum if you or your
Owners default.

. “Cause” defined —
curable defaults

Section 12.2;
Reconstruction
Services Addendum
Section 9

We can terminate the Franchise Agreement, after a cure
period as follows: 72 hours to cure violations of health
or safety laws; 5 days to cure failure to maintain
certifications and permits; 5 days to cure failure to pay
any monies due under the Franchise Agreement; 10 days
to cure failure to maintain the required insurance
coverage; 10 days to cure failure to comply with
applicable laws or regulations; 30 days to cure any other
breach of the Franchise Agreement (that does not
provide for sooner termination) (subject to state law).
We may terminate your Reconstruction Services
Addendum immediately upon notice to you if you or
your Owners fail to comply with your agreements with
us or our affiliates, beyond any applicable cure period.
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Provision

Section in
Agreement

Summary

h. “Cause” defined —
non-curable defaults

Section 12.1

The Franchise Agreement will terminate automatically
without notice upon the occurrence of certain
bankruptcy or insolvency-related events. We may also
terminate without an opportunity to cure if you: fail to
begin operations by the specified deadline; fail to have
your Key Personnel satisfactorily complete the Training
Program; make a material misrepresentation or
omission in the franchise application; are convicted of
or plead no contest to a felony or other crime; activities,
behavior or conduct likely to adversely affect your
Franchised Business; abandonment; unauthorized
transfer; fail to maintain your Franchised Business under
the supervision of an approved manager; submit reports
on two or more separate occasions understating any
amounts due by more than 5%; fail on two or more
occasions within any 12 months to submit reports or
records or to pay any fees due us or any affiliate;
repeatedly breach the Franchise Agreement or comply
with specifications; misuse or make unauthorized use of
the Confidential Operations Manual, the Marks, trade
secrets or other Confidential Information.
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Provision

Section in
Agreement

Summary

Franchisee’s
obligations on
termination/non-
renewal

Section 13;
Reconstruction
Services Addendum
Section 11

You must stop operating your Franchised Business and
cease representing yourself as a present or former
Restoration 1® franchisee; deidentify your Franchised
Business; stop using any trade secrets, Confidential
Information, the System and the Marks; cancel or
assign to us any assumed names; pay all sums owed to
us including damages and costs incurred in enforcing
the Franchise Agreement; return the Confidential
Operations Manual, trade secrets, and all other
Confidential Information; assign your email addresses,
any websites and telephone numbers, and other Online
Presences to us; comply with all System Standards
regarding closure and de-identification; pay us a
reasonable a deposit, post a bond, or offer another form
of financial assurance to us to support any Service
Warranties offered by your Franchised Business until
such time as the Service Warranties are satisfied or
have expired; comply with the covenants not to
compete and any other surviving provisions of the
Franchise Agreement; and pay us the final payments on
Accounts Receivable. If the Franchise Agreement
terminates because you have closed or abandoned your
Franchised Business or expires, you must pay us
liquidated damages. On termination of your
Reconstruction Services Addendum, you and your
affiliates must cease offering Reconstruction Services,
de-brand in accordance with our instructions, and pay
us the final payments on Accounts Receivable.

Assignment of
contract by franchisor

Section 14.1

There are no restrictions on our right to assign our
interest in the Franchise Agreement.

“Transfer” by
franchisee-definition

Section 14.2

“Transfer” includes voluntarily or involuntarily, directly
or indirectly, selling, assigning, conveying, gifting,
giving away, pledging, mortgaging, sublicensing, or
otherwise transferring or encumbering, whether by
operation of law or otherwise: (a) the Franchise
Agreement or any interest in the Franchise Agreement,
(b) the franchise granted to you, (c) all or substantially
all of the assets of your Franchised Business, or (d) any
direct or indirect ownership interest in you, your
franchise rights, or your Franchised Business, including
any right to share in the governance or profits thereof.

Restoration 1
2023 06 FDD
1506.004.003/385176

42




Provision

Section in
Agreement

Summary

I. Franchisor’s approval
of transfer by
franchisee

Section 14.2

You may not transfer your interest in any of the items
listed in Item 17(k) above without our prior written
consent.

m. Conditions for
franchisor approval
of transfer

Section 14.2

We decline to exercise our right of first refusal; all
obligations owed to us are paid and satisfied; you and
the transferee have signed a general release (subject to
state law) in the form that we prescribe, as well as all
other documents we then require in connection with a
transfer; you have materially complied with your
Franchise Agreement; you and transferee comply with
our then-current transfer procedures, including
submission of documents we require; the prospective
transferee and terms of the transfer meet our business
and financial standards; the transferee and all persons
owning any interest in the transferee sign the then-
current Franchise Agreement for the existing Market
Territory; you provide us with a copy of all contracts and
agreements related to the transfer; we determine that the
terms of the transfer are not detrimental or unfavorable
to your Franchised Business or our rights; the transferee
expressly assumes in writing all outstanding Service
Warranties; you or the transferee pay us a transfer fee;
the transferee has obtained all necessary consents and
approvals of third parties; you or all of your Owners
have signed a confidentiality and non-competition
agreement; and the transferee’s key personnel have
agreed to complete the Training Program before
assuming management of your Franchised Business.

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

Section 14.3

We may match an offer for your Franchised Business or
an ownership interest you propose to sell.

0. Franchisor’s option to
purchase franchisee’s
Franchised Business

None

Not applicable.
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Provision

Section in
Agreement

Summary

p. Death or disability of
franchisee

Section 14.2

After the death or incapacity of an Owner of the
franchise, his or her representative must transfer, subject
to the terms of the Franchise Agreement, the
individual’s interest in the franchise within 180 days of
death or incapacity or we may terminate the Franchise
Agreement. We must approve the transferee prior to
transfer.

g. Non-competition
covenants during the
term of the franchise

Section 6.3

You and your Owners each agree not to, and to cause
each of your respective spouses, immediate family
members, affiliates, and assigns not to, directly or
indirectly: (i) own, maintain, or acquire any direct or
indirect interest in or relationship with any Competitive
Business, whether as record or beneficial owner,
investor, employee, partner, director, officer,
representative, agent, lessor, lender, or otherwise,
and/or (i) advise, operate, or provide assistance or
services of any kind or nature to any Competitive
Business, during the term of the Franchise Agreement,
in any location.
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Provision

Section in
Agreement

Summary

r. Non-competition

covenants after the
franchise is
terminated or expires

Section 6.3

For a period of 2 years from and after the date of
termination or expiration of the Franchise Agreement,
in your Market Territory or any location that is within a
25-mile radius of your Market Territory or the market
territory of any other Restoration 1 Business, you, your
owners, and your officers, governing persons, executive
personnel and each individual’s immediate family
members are prohibited from owning or working for a
Competitive Business, or soliciting or influencing any
of our customers to terminate their relationship with us.

“Competitive Business” means any business that offers
or provides (or grants franchises or licenses to others to
operate a business that offers or provides: (1) water, fire,
and smoke cleanup and restoration services, (2) mold
mitigation and remediation, (3) biohazard cleanup and
removal, (4) removal, transportation, and return of
damaged property to a secure location for processing,
cleaning, and restoration (sometimes referred to as
“pack-out” services), (5) content processing, cleaning,
and restoration, and/or (6) any other line of business,
products, or services that are substantially similar to
those offered by Restoration 1 Businesses; provided,
that the definition of Competitive Business will not
include: (i) any business operated under a franchise
agreement with us or our affiliates; or (ii) the ownership
of less than 5% of the equity interest in a Competitive
Business whose stock is publicly traded on a recognized
United States stock exchange.

. Modification of the
agreement

Sections 8.3 and 17.3

The Franchise Agreement can be modified only by
written agreement between you and us. We may modify
the System Standards and Confidential Operations
Manual during the term of your Franchise Agreement.

Integration/merger
clause

Section 17.3

Only the terms of the Franchise Agreement are binding
(subject to state law). Any representations or promises
outside of the Disclosure Document and Franchise
Agreement may not be enforceable.

. Dispute resolution by
arbitration or
mediation

Section 18

Subject to our rights to seek injunctive relief, all claims,
controversies, or disputes from or relating to the
Franchise Agreement must be arbitrated.
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Summary

Arbitration in the city in which we maintain our
principal business address (currently Dallas, Texas).

The venue for any other proceeding is exclusively the
courts located in the county in which we maintain our
principal business address, currently Dallas County,
Texas (subject to applicable state law). See the State
Specific Addenda attached to this Disclosure Document.

Provision Section in
Agreement
v. Choice of forum Sections 18.1 and 18.5
w. Choice of law Section 18.4

All matters relating to arbitration will be governed by
the Federal Arbitration Act. Except to the extent
governed by the Federal Arbitration Act, the U.S.
Trademark Act of 1946, or other federal law, any
agreement between us and our affiliates and you and
your affiliates, will be governed by the laws of the State
of Texas (subject to applicable state law). See the State
Specific Addenda attached to this Disclosure Document.

ITEM 18
PUBLIC FIGURES
We do not use any public figures to promote our franchise.

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC's Franchise Rule permits a franchisor to provide information about the actual or potential
financial performance of its franchised and/or franchisor-owned outlets, if there is a reasonable basis
for the information, and if the information is included in this Disclosure Document. Financial
performance information that differs from that included in Item 19 may be given only if: (1) a
franchisor provides the actual records of an existing outlet you are considering buying; or (2) a
franchisor supplements the information provided in this Item 19, for example, by providing
information about possible performance at a particular location or under particular circumstances.

As of December 31, 2022, there were a total of 290 franchised Restoration 1 Businesses. Each
Restoration 1 Business represents one franchised territory. Some franchisees operate multiple
franchised territories. Most franchisees that operate multiple franchised territories do not separately
report Collected Gross Revenue for each franchised territory. As a result, we have provided Collected
Gross Revenue data on a “per franchisee” basis (not on a “per territory” basis). The financial
performance data below is provided in separate tables based on the number of franchised territories
each franchisee operates. This financial performance representations presented below include 2022
Collected Gross Revenue data for the 141 franchisees operating a total of 239 franchised territories
during the full 2022 calendar year. We excluded data for the following franchisees:
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(i)

(i)

(iii)

7 franchised territories that operated during the entire 2022 calendar year but failed to
report their 2022 Collected Gross Revenue to us;

44 franchised territories that were not operating during the entire 2022 calendar year
because they opened after January 1, 2022;

13 franchised territories that were not operating during the entire 2022 calendar year
because they were terminated or permanently closed prior to December 31, 2022.

The following table breaks down the remaining 141 franchisees and 239 franchised territories into
subsets based on the total number of franchised territories operated by the franchisee:

Number of Territories Total Number of Total Number of Franchised
Operated by Franchisee | Franchisees in Subset Territories in Subset
1 81 81
2 35 70
3 18 54
4 3 12
5 2 10
6 2 12
TOTAL 141 239

The following tables list the 2022 Collected Gross Revenue data for the franchisees in each subset
above. Tables 1, 2 and 3 also list the Collected Gross Revenue data for the top 25%, top 50% and top
75% of franchisees as well as the corresponding bottom 25%, bottom 50% and bottom 75% of
franchisees. Tables 4, 5 and 6 do not include these subsets due to the small number of franchisees.

Table 1: Collected Gross Revenue - Franchisees Operating 1 Territory (81 Franchisees)

Number of Average . .
Subset Eranchisees | (# & % Meeting or Median Lowest Highest
Exceeding Average)

Top 25% 20 s ilffg?’gg‘é% ) $1,634425 | $1,107,525 | $6,204,096
Top 50% 4 (12$01f’ﬁo_’12%?3% ) | SLOBLI0S | $431362 | $6,204,096
Top 75% 61 e f]?gfggs% ) $696,171 $252,728 | $6,204,096
Bottom 25% 20 (11 150308 o6 ) $156,910 $5,800 $212,208
Bottom50% | 41 o1 S ) $252,728 $5,800 $431,362
Bottom 75% | 61 e o ) $316,472 $5800 | $1,061,105
Total 81 @ 1003 ot ) $431,362 $5800 | $6,204,096
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Table 2: Collected Gross Revenue - Franchisees Operating 2 Territories (35 Franchisees)

Number of Average
Subset LmBer 0 (# & % Meeting or Median Lowest Highest
Franchisees X
Exceeding Average)
$2,268,192
0 ) )
Top 25% 9 (2 of 9 - 22.29%) $1,773,516 $1,411,754 $5,638,483
$1,630,598
0 ) )
Top 50% 18 (6 of 18 - 33.3%) $1,406,414 $740,384 $5,638,483
$1,335,238
0 L L
Top 75% 26 (10 of 26 - 38.5%) $1,014,694 $597,965 $5,638,483
$325,874
O L
Bottom 25% 9 (6 0 9 - 66.7%) $348,914 $102,255 $471,383
$502,148
o L
Bottom 50% 18 (9 of 18 - 50.0%) $534,674 $102,255 $740,384
$662,897
O L
Bottom 75% 26 (13 of 26 - 50.0%) $667,286 $102,255 $1,401,074
Total 35 $1,075,687 $740384 | $102,255 | $5,638,483

(12 of 35 - 34.3%)

Table 3: Collected Gross Revenue - Franchisees Operating 3 Territories (18 Franchisees)

Number of Average
Subset Umber o (# & % Meeting or Median Lowest Highest
Franchisees :
Exceeding Average)
$5,182,855
0 1 1
Top 25% 5 (2 of 5 - 40.0%) $5,012,219 $2,179,246 $9,142,006
$3,587,306
0, ’ ’
Top 50% 9 (4 0f 9 - 44.4%) $2,179,246 $1,109,999 $9,142,006
$2,618,070
0 i) i)
Top 75% 14 (4 of 14 - 28.6%) $1,547,774 $648,730 $9,142,006
$441,411
O i)
Bottom 25% 5 (3 of 5 - 60.0%) $469,105 $178,330 $648,730
$658,395
O 1
Bottom 50% 9 (4.0 9 - 44.4%) $648,730 $178,330 $1,040,315
$1,034,020
O i) i)
Bottom 75% 14 (6 of 14 - 42.9%) $926,252 $178,330 $2,179,245
Total 18 $2,122,850 $1,075,157 $178,330 $9,142,006

(6 of 18 - 33.3%)
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Table 4: Collected Gross Revenue - Franchisees Operating 4 Territories (3 Franchisee)

Number of Average
Subset HmBer 0 (# & % Meeting or Median Lowest Highest
Franchisees X
Exceeding Average)
$2,009,686
Total 3 (1 of 3 - 33.3%) $1,753,136 $810,160 $3,465,760

Table 5: Collected Gross Revenue - Franchisees Operating 5 Territories (2 Franchisees)

Number of Average
Subset Hmber o (# & % Meeting or Median Lowest Highest
Franchisees X
Exceeding Average)
$1,394,683
Total 2 (1 0f 2 - 50.0%) $1,394,683 $1,140,932 $1,648,433

Table 6: Collected Gross Revenue - Franchisees Operating 6 Territories (2 Franchisees)

Number of Average
Subset HmBer 0 (# & % Meeting or Median Lowest Highest
Franchisees X
Exceeding Average)
$3,614,991
Total 2 (1 of 2 - 50.0%) $3,614,991 $2,726,464 $4,503,518
Notes:

“Collected Gross Revenue” means the aggregate of all revenue and consideration of any kind derived
from your Franchised Business, whether from check, cash, credit or otherwise, including all proceeds
from any business interruption insurance, but excluding (a) all refunds actually made to customers in
good faith, (b) any sales and equivalent taxes that are collected by you for or on behalf of any
governmental taxing authority and paid thereto, and (c) uncollected amounts not paid by customers.
With respect to National Accounts Clients, Collected Gross Revenue includes all revenue received by
us for performance of services, without deduction for dispatch or claims management fees or similar
fees. The figures in the chart do not reflect the operating costs and expenses that you will incur in
operating your Franchised Business, such as royalties, advertising and marketing fees and costs,
payroll, vehicle finance or lease payments, insurance, telephone, utilities, and central telephone number
fees. These figures also do not include depreciation or amortization or taxes.

*k*k

Some outlets have earned this amount. Your individual results may differ. There is no assurance
you will earn as much. Written substantiation of the data used in preparing this information will be
made available upon reasonable request.

Other than the preceding financial performance representation, we do not make any representations

about a franchisee's future financial performance or the past financial performance of company-owned

or franchised outlets. We also do not authorize our employees or representatives to make any such

representations either orally or in writing. If you are purchasing an existing outlet, however, we may
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provide you with the actual records of that outlet. If you receive any other financial performance
information or projections of your future income, you should report it to the franchisor’s management
by contacting Sherry Rose, Chief Executive Officer, Restoration 1 Franchise Holding, LLC, 2929
Carlisle St., Suite 100, Dallas, Texas 75204, (800) 933-0803; the Federal Trade Commission, and the
appropriate state regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

TABLE 1 - SYSTEM-WIDE OUTLET SUMMARY FOR YEARS 2020 TO 2022
Outlets at the Outlets at the
G Vg Ul Start of the Year | End of the Year Nt Chizrys

2020 219 252 +33
Franchised * 2021 252 271 +19
2022 271 290 +19

2020 0 0 0

Company-Owned 2021 0 0 0

2022 0 0 0
2020 219 252 +33
Total Outlets 2021 252 271 +19
2022 271 290 +19

1. The franchise agreements for five Restoration 1 Businesses were terminated since December 31,
2022,

TABLE 2 — TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW
OWNERS (OTHER THAN THE FRANCHISOR)
For YEARs 2020 To 2022

State Year Number of Transfers
2020
California 2021
2022
2020
Colorado 2021
2022
2020
Florida 2021
2022
2020
Georgia 2021
2022
2020
Idaho 2021
2022

[N

OOIN|FPINOFP|IO0O|0|O0|k,r|O|O
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TABLE 2 — TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW

OWNERS (OTHER THAN THE FRANCHISOR)

For YEARS 2020 To 2022

State

Year

Number of Transfers

Ilinois

2020

2021

2022

New York

2020

2021

2022

North Carolina

2020

2021

2022

South Carolina

2020

2021

2022

Pennsylvania

2020

2021

2022

Tennessee

2020

2021

2022

Texas

2020

2021

2022

Total

2020

2021

2022

RlaBlodNv|ko|lolo|ok|v ook ok koo |o|w

TABLE 3 — STATUS OF FRANCHISED OUTLETS FOR YEARS 2020 To 2022

Outlets Outlets o Non- Reacquired Ceased Outlets at
State Year | at Start o d Terminations Renewals by . Operation End of
of Year pene Franchisor P Year

2020 5 3 0 0 0 0 8
Alabama 2021 8 1 0 0 0 0 9
2022 9 0 0 0 0 0 9
2020 7 0 0 0 0 0 7
Arizona 2021 7 0 0 0 0 0 7
2022 7 1 0 0 0 0 8
2020 2 0 0 0 0 0 2
Arkansas 2021 2 0 1 0 0 0 1
2022 1 0 0 0 0 0 1
2020 8 1 0 0 0 1 8
California 2021 8 2 0 0 0 0 10
2022 10 4 1 0 0 0 13
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TABLE 3 — STATUS OF FRANCHISED OUTLETS FOR YEARS 2020 To 2022

Outlets Outlets - Non- Reacquired Ceased Outlets at

State Year | at Start o d Terminations Renewals by _ Operation End of

of Year pene Franchisor P Year
2020 11 0 0 0 0 0 11
Colorado 2021 11 0 0 0 0 0 11
2022 11 0 0 0 0 0 11
2020 4 0 0 0 0 0 4
Connecticut | 2021 4 1 0 0 0 0 5
2022 5 0 1 0 0 0 4
L 2020 0 0 0 0 0 0 0
oenet ot 2021 0 1 0 0 0 0 1
2022 1 1 0 0 0 0 2
2020 16 4 0 0 0 0 20
Florida 2021 20 2 5 0 0 0 17
2022 17 5 0 0 0 0 22
2020 9 2 0 0 0 0 11
Georgia 2021 11 1 0 0 0 0 12
2022 12 0 0 0 0 0 12
2020 2 0 0 0 0 0 2
Idaho 2021 2 0 0 0 0 0 2
2022 2 0 0 0 0 0 2
2020 5 1 0 0 0 0 6
Illinois 2021 6 5 0 0 0 0 11
2022 11 3 0 0 0 0 14
2020 6 0 0 0 0 0 6
Indiana 2021 6 0 0 0 0 0 6
2022 6 1 0 0 0 0 7
2020 1 0 0 0 0 0 1
lowa 2021 1 1 0 0 0 0 2
2022 2 0 0 0 0 0 2
2020 2 0 0 0 0 0 2
Kansas 2021 2 0 0 0 0 0 2
2022 2 0 1 0 0 0 1
2020 1 0 0 0 0 0 1
Kentucky 2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
2020 4 0 1 0 0 0 3
Louisiana 2021 3 0 1 0 0 0 2
2022 2 1 0 0 0 0 3
2020 6 0 0 0 0 0 6
Maryland 2021 6 1 0 0 0 0 7
2022 7 0 1 0 0 0 6
2020 1 0 0 0 0 0 1
Massachusetts | 2021 1 0 0 0 0 0 1
1 4 0 0 0 0 5

2022
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TABLE 3 — STATUS OF FRANCHISED OUTLETS FOR YEARS 2020 To 2022

State

Year

Outlets
at Start
of Year

Outlets
Opened

Terminations

Non-
Renewals

Reacquired

by
Franchisor

Ceased
Operation

Outlets at
End of
Year

Michigan

2020

4

N

o

0

o

6

2021

6

10

2022

[EY
o

12

Minnesota

2020

N

2021

2022

Mississippi

2020

2021

2022

Missouri

2020

2021

2022

Nebraska

2020

2021

2022

Nevada

2020

2021

2022

New
Hampshire

2020

2021

2022

New Jersey

2020

2021

~NNRP (kR |lw|lw|lwk kR lo|w|lw| s s (s jo|o

2022

~

New York 2

2020

o|N~No R [R|IRww A R|RRlww(s|AD S O|S

=
(BN

2021

11

[ERN
N

2022

[EEN
S

North
Carolina

2020

(SN
D

2021

[ERN
N

2022

[ERN
N

Ohio

2020

ol

2021

2022

Oklahoma

2020

2021

2022

Oregon

2020

2021

2022

Pennsylvania

2020

2021