SECTION IN
PROVISION FRANCHISE
AGREEMENT

SUMMARY

u. Dispute resolution Section 32A(2)
by arbitration or

Disputes must be submitted to nonbinding mediation.

mediation
v. Choice of forum Section 32B Subject to state law, you can only file suit where our
principal offices are located, and we may file suit in the
jurisdiction where our principal offices are located, where
you reside or do business, where the Franchised Business
is or was located or where the claim arose.
. Choice of law Section 32C Subiject to state law, Maryland law applies.

ITEM 18
PUBLIC FIGURES
We do not use any public figure 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 the disclosure document.
Financial performance information that differs from that included in Item 19 may be given only if:
(1) a franchisor provides the actual records of an existing outlet you are considering buying; or
(2) a franchisor supplements the information provided in this Item 19, for example, by providing
information about possible performance at a particular location or under particular circumstances.
The financial performance representation is based on historical data concerning the franchise
system’s outlets.

Systemwide Historical Financial Performance Representation. Presented below are
the average total revenue, average total cost of goods, average total gross margin and average
cost of labor, rent, repairs and maintenance and utilities data for 49 ZIPS Cleaners Businesses
Plant Stores operated by franchisees during the period January 1, 2023 through December 31,
2023. All 49 Franchised Businesses were open and operating during the 12-month period
January 1, 2023 to December 31, 2023. These Franchised Businesses are located in California,
the District of Columbia, Florida, lllinois, Indiana, Maryland, Ohio, Pennsylvania, Texas and
Virginia. Four Franchised Businesses are not included in these calculations because they did not
provide financial detail for the entire year. We require all franchisees to submit their financials
monthly in order to be compliant with their franchise agreement. Historically, obtaining timely
financials has always been difficult. We use incentives to obtain the financials. Even with the
incentives, some franchisees have failed to provide the financial detail required. This data was
compiled from unaudited financial statements submitted to us by the Franchised Businesses.
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Some outlets have earned this amount. Your individual results may differ. There
is no assurance that you’ll earn as much.

SYSTEMWIDE ZIPS CLEANERS BUSINESSES — PLANT STORES
Statement of Average Total Income, Total Cost of Goods,
Total Gross Profit and Total of Certain Costs

(During Period January 1, 2023 to December 31, 2023)

Percentage

Number of
Percentage of Businesses
High Low Median Average of Total Businesses
Above
Income Above
Average
Average
Revenue! $2,262,360 $284,308 $1,019,266 | $1,117,710 100.0% 44.9% 22
Production 0 0
Supplies? $276,200 $11,434 $105,846 $112,908 10.1% 44.9% 22
Gross Margin® | $2,060,576 $244,678 $932,021 $1,004,802 89.9% 42.9% 21
Labor* $958,156 $118,039 $497,114 $494,289 44.2% 53.1% 26
Rent ® $437,225 $43,309 $120,740 $140,161 12.5% 36.7% 18
Repairs and 0 9
Maintenance® $127,140 $0 $20,667 $25,420 2.3% 34.7% 17
Utilities’ $129,311 $16,203 $42,645 $48,319 4.3% 36.7% 18
Income Before
General and 0 0
Administrative $870,782 $(57,779) $264,036 $294,613 26.5% 42.9% 21
Expenses®

to us by the Franchised Businesses.

Presented below are the average total revenue, average total cost of goods, average total
gross margin and average cost of labor, rent, repairs and maintenance and utilities data for 7
ZIPS Cleaners Businesses Drop Stores operated by franchisees during the period January 1,
2023 through December 31, 2023. All 7 Franchised Businesses were open and operating during
the 12-month period January 1, 2023 to December 31, 2023. These Franchised Businesses are
located in Indiana, Maryland, Texas and Virginia. One Franchised Business is not included in
these calculations because they did not provide financial detail for the entire year. We require all
franchisees to submit their financials monthly in order to be compliant with their franchise
agreement. Historically, obtaining timely financials has always been difficult. We use incentives
to obtain the financials. Even with the incentives, some franchisees have failed to provide the
financial detail required. This data was compiled from unaudited financial statements submitted
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SYSTEMWIDE ZIPS CLEANERS BUSINESSES — DROP STORES
Statement of Average Total Income, Total Cost of Goods,
Total Gross Profit and Total of Certain Costs

(During Period January 1, 2023 to December 31, 2023)

Percentage Number of
Percentage of Businesses
High Low Median Average of Total Businesses Above
Income Above A
verage
Average

Revenue! $741,643 $277,497 $450,597 $481,446 100.0% 42.9% 3
Production 0 0
Supplies? $178,309 $6,224 $18,875 $40,521 8.4% 14.3% 1
Gross Margin® | $727,684 $271,274 $361,805 $440,924 91.6% 28.6% 2
Labor* $304,439 $97,335 $114,832 $149,339 31.0% 28.6% 2
Rent ° $176,098 $39,500 $75,578 $99,004 20.6% 42.9% 3
Repairs and 0 9
Maintenance® $5,941 $(517) $802 $1,885 0.4% 42.9% 3
Utilities’ $21,334 $4,992 $12,538 $12,637 2.6% 42.9% 3
Income Before
General and 0 0
Administrative $447,388 $105,564 $131,720 $178,059 37.0% 28.6% 2
Expenses®

NOTES TO ITEM 19 TABLES:

“Revenue” — This figure is an average of all income and revenue from the sale of

all services and products to customers less refunds to customers, discounts, and store value gift
cards and gift certificates. For 2023, the highest amount of revenue for a Plant Store Franchised
Business was $2,262,360 and the lowest amount of revenue for a Plant Store Franchised
Business was $284,308. For 2023, the highest amount of revenue for a Drop Store Franchised
Business was $741,643 and the lowest amount of revenue for a Drop Store Franchised Business
was $277,497.

2. “Production Supplies” — The average Production Supplies includes the total
costs of all services and products sold at ZIPS Cleaners Businesses (such as alterations,
supplies, leather costs, dry cleaning and laundry supplies, and waste disposal). These costs may
vary from year to year, or within a year, due to fluctuations in the prices of supplies and/or
materials, transportation costs and/or shipping costs.

3. “Gross Margin” — This figure represents the Revenue minus the Production
Supplies.
4. “Labor” — The “Labor” includes salary, payroll taxes, wages, or benefits (including

vacation pay) for management personnel and employees. Each ZIPS Cleaners Business
compensates its managers differently and may use varied formulas. Franchisees may
compensate managers differently or may compensate one or more individual owners in lieu of
one or more managers. You will set and pay compensation (and any benefits) for owners and
management personnel at your Franchised Business at a rate you determine. Your benefits
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package to employees may include some, all, or none of the expenses incurred by the ZIPS
Cleaners Businesses covered in this Item 19. The total amount of salaries for your employees
and managers at a particular location will vary according to local wages, the number of
employees, and the number of hours that the Franchised Business is open for business. You
must make labor, wage, and benefit determinations based on your market, experience, and other
factors.

5. “Rent” — This includes rent, property taxes and miscellaneous items. Rent
consists of minimum rents, percentage rents, common area maintenance charges, and any sales
or other taxes. Property Taxes are real estate taxes and assessments levied against the property
upon which the business is located. The amount or rate of taxation varies from jurisdiction to
jurisdiction and you should consult with your tax advisors regarding the impact that these taxes
will have on this analysis.

6. “Repairs and Maintenance” — This includes equipment and facility repair and
maintenance.

7. “Utilities” — This includes trash/dumpster and charges for water, gas and electric.
The charges for water and trash/dumpster are included in either the Utilities category or the Rent
category, depending upon whether such charges are payable under the terms of the lease for the
particular ZIPS Cleaners Business.

8. “Income Before General and Administrative” — This figure represents the Gross
Margin minus Labor, Rent, Repairs and Maintenance, and Utilities as defined above.

* * *

Written substantiation for the financial performance representations will be made available
to you upon reasonable request. Please carefully read all of the information in these financial
performance representations, and all of the notes following the charts, in conjunction with your
review of the historical data.

A franchisee will incur other expenses. For example, you will be required to pay certain
fees to us including royalty fees and advertising fees. The additional categories of expenses
which franchisees may incur include, but will not necessarily be limited to, the following: additional
occupancy costs; franchisee compensation over and above that earned from the operations of
the Franchised Business (such as a salary that a franchisee may pay to himself/herself);
additional employee benefits; debt service; insurance; business and regulatory fees and licenses;
ongoing and supplemental training expenses; recruitment expenses; and bookkeeping and other
professional services.

Other than the preceding financial performance representation, we do not make any
financial performance representations. We also do not authorize our employees or
representatives to make any such representations either orally or in writing. If you are purchasing
an existing outlet, however, we may provide you with the actual records of that outlet. If you
receive any other financial performance information or projections of your future income, you
should report it to the franchisor's management by contacting Robert J. Barry, Jr., Chief Executive
Officer, ZIPS Franchising, LLC, 8510 Corridor Road, Suite 200, Savage, Maryland 20763, (301)
313-0389, the Federal Trade Commission, and the appropriate state regulatory agencies.
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ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Table No. 1 — Systemwide Outlet Summary
For Years 2021 - 2023®

Outlet Type Year Sglrj,: ls;SYZtar OutLe:ctisgrEnd Net Change
' 2021 66 64 -2
Franchised 2022 64 63 1
2023 63 66 +3
Company / 2021 2 3 +1
Affiliate Owned 2022 3 3 0
Outlets® 2023 3 3 0
2021 68 67 -1
Total Outlets 2022 67 66 -1
2023 66 69 +3

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

(Other than Franchisor or Franchisor’s Affiliate)
For Years 2021 - 20230 ®@

State Year Number of Transfers

2021

Maryland 2022

2023

2021

Indiana 2022

2023

2020

Total 2021

O|lh|WO|W|O|O|FL,|W

2023
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