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The Franchisee will operate a commercial janitorial cleaning franchised business utilizing'our Coverall® Program

The total investment necessary to begin operation of a Coverall franchised business ts $17,178 00 to $51,356 00
depending on the package size you choose This includes the amount 1n Item 5 of $14,175 00 to $40,320 00, that must be
paid to the franchisor or the affiliate

This disclosure document summarizes certain provisions of your franchise agreement and other information in plamn
English Read this disclosure document and all accompanying agreements carefully You must receive this disclosure 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 n this document.

You may wish to receive your disclosure document 1n another format that 1s more convenent for you This disclosure
document is available in printed copy, and electronically in Adobe Acrobat on a CD-ROM or USB flash drive

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 1s a complex investment The mformation 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, 1s 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 you state
agencies about them

This disclosure document 1s 1ssued as of March 31, 2017
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CALIFORNIA COVER PAGE

COVERALL’S WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA
DEPARTMENT OF CORPORATIONS ANY COMPLAINTS CONCERNING THE CONTENTOF THIS
WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF CORPORATIONS at
WWW corp ca gov

Your state may have a franchise law that requires a franchisor to register or file with a state franchise
administrator before offering or selling in your state  REGISTRATION OF A FRANCHISE BY A STATE DOES NOT
MEAN THAT THE STATE RECOMMENDS THE FRANCHISE OR HAS VERIFIED THE INFORMATION IN THIS
DISCLOSURE DOCUMENT

Call the state franchise administrator listed in Exhibit C for information about the franchisor, or about franchising
1n your state

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW UNCONDITIONALLY AFTER THE
INITIAL TERM EXPIRES YOU MAY HAVE TO SIGN A NEW AGREEMENT WITH DIFFERENT TERMS AND
CONDITIONS IN ORDER TO CONTINUE TO OPERATE YOUR BUSINESS BEFORE YOU BY, CONSIDER
WHAT RIGHTS YOU HAVE TO RENEW YOUR FRANCHISE, IF ANY, AND WHAT TERMS YOU MIGHT HAVE
TO ACCEPT IN ORDER TO RENEW

Please consider the following RISK FACTORS before you buy this franchise

1 THE FRANCHISE AGREEMENT REQUIRES BINDING ARBITRATION THE ARBITRATION WILL
OCCUR IN THE AREA IN WHICH FRACNHISEE CONDUCTS ITS BUSINESS WITH THE COSTS BEING
SHARED EQUALLY BY FRANCHISEE AND COVERALL, FURTHER PROVIDED, IF THERE IS MORE
THAN ONE ARBITRATOR, EACH PARTY SHALL BE RESPONSIBLE FOR THE FEES OF THE
ARBITRATOR APPOINTED BY THAT PARTY PROSEPCTIVE FRANCHSIEES ARE ENCOURAGED TO
CONSULT PRIVATE LEGAL COUNSEL TO DETERMINE THE APPLICABILITY OF CALIFORNIA AND
FEDERAL LAWS (SUCH AS BUSINESS AND PROFESSIONS CODE SECTION 20040 5, CODE OF CIVIL
PROCEDURE SECTION 1281, AND THE FEDERAL ARBITRATION ACT) TO ANY PROVISIONS OF A
FRANCHISE AGREEMENT RESTRICTING VENUE TO A FORUM OUTSIDE THE STATE OF
CALIFORNIA

2 THE FRANCHISE AGREEMENT REQUIRES THAT ALL CLAIMS AND ACTIONS ARISING OUT OF OR
RELATING TO THE AGREEMENT SHALL BE COMMENCED WITHIN TWO (2) YEARS FROM THE
OCCURRENCE OF SUCH CLAIM OR ACTION THIS PROVISION MAY NOT BE ENFORCEABLE IN
CALIFORNIA PURSUANT TO CALIFORNIA CORPORATIONS CODE SECTION 31512

3 COVERALL MAY NOT BE OBLIGATED TO REPLACE A CUSTOMER IF YOU LOSE OR
UNREASONABLY REJECT THE CUSTOMER (FRANCHISE DISCLOSURE DOCUMENT, ITEM 11, PAGE
30, FULFILLMENT OF OUR OBLIGATION TO OFFER INITIAL BUSINESS)

4 COVERALL’S SERVICE AGREEMENT PROVIDES THAT ITS CUSTOMERS MAY ISSUE A THIRTY (30)
DAY WRITTEN NOTICE OF CANCELATION [IF ITEMS OF NON-PERFORMANCE ARE NOT CORRECTED
WITHIN A FIFTEEN (15) DAY CURE PERIOD

5 COVERALL WILL TRY TO OFFER YOU CUSTOMERS IN YOUR PREFERRED AREA, HOWEVER, YOU
WILL NOT RECEIVE AN EXCLUSIVE TERRITORY OR EXCLUSIVE TERRITORY RIGHTS COVERALL
MAY OFFER YOU CUSTOMERS ANYWHERE WITHIN THE AREA IN WHICH THE COVERALL
SUPPORT CENTER THROUGH WHICH YOU HAVE PURCHASED YOUR FRANCHISE CONDUCTS
BUSINESS FRANCHISEE MAY FACE COMPETITION WITHIN ITS TERRITORY FROM OTHER
COVERALL FRANCHISES

6 IF YOUR FRANCHISE AGREEMENT IS TERMINATED FOR ABANDONMENT, THEN YOU WILL NOT
RECEIVE CREDIT FOR AMOUNTS COLLECTED BY COVERALL AND YOU WILL OWE COVERALL
THE TOTAL AMOUNT OF ALL OUTSTANDING OBLIGATIONS AS OF THE DATE OF
ABANDONMENT UNDER CERTAIN CIRCUMSTANCES, FRANCHISEE WAIVES ALL RIGHTS TO
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PAYMENTS FOR SERVICES PERFORMED AFTER THE DATE FRANCHISEE’'S SERVICES TO
FRANCHISEE’S CUSTOMER ARE DISCONTINUED

7 ONCE COVERALL’S OBLIGATION TO OFFER YOU INITIAL BUSINESS HAS BEEN FULFILLED,
COVERALL HAS NO OBLIGATION TO OFFER YOU ADDITIONAL BUSINESS

8 DURING THE TERM OF THE FRANCHISE AGREEMENT, FRANCHISEES MAY NOT PROVIDE
COMMERCIAL JANITORIAL SERVICES UNDER A DIFFERENT BRAND NAME AND MUST PAY
ROYALTY AND SUPPORT FEES TO COVERALL FOR ALL CUSTOMERS, EVEN CUSTOMERS
FRANCHISEE INDEPENDENTLY OBTAINS

9 FRANCHISEE MUST BE A CORPORATION OR LIMITED LIABILITY COMPANY, OBTAIN A FEDERAL
EMPLOYER IDENTIFICATION NUMBER, AND OBTAIN A BUSINESS LICENSE, IF APPLICABLE,
PRIOR TO SIGNING THE FRANCHISE AGREEMENT

10 THE INDIVIDUAL SHAREHOLDER/MEMBER OWNERS OF THE FRANCHISE IS REQUIRED TO SIGN
A PERSONAL GUARANTY, MAKING HIM OR HER PERSONALLY LIABLE FOR THE FRANCHISE’S
OBLIGATIONS

11 YOU HAVE THE RIGHT TO RESCIND, OR CANCEL, THE FRANCHISE AGREEMENT WITHIN THIRTY
(30) DAYS FROM THE DATE YOU SIGN THE FRANCHISE AGREEMENT WITH COVERALL YOU
MUST NOTIFY COVERALL IN WRITING OF YOUR DESIRE TO RESCIND, OR CANCEL, WITHIN
THIRTY (30) DAYS OF SIGNING THE FRANCHISE AGREEMENT IN ORDER TO BEGIN THE
RESCISSION PROCESS

12 THE NUMBER AND PERCENTAGE OF FRANCHISES TERMINATED OR WHICH OTHERWISE CEASED
OPERATIONS IN FISCAL YEAR 2016 WAS 268 OR 24% IN CALIFORNIA, 1,126 OR 20% FOR
COVERALL AND 1,430 OR 186% FOR THE ENTIRE COVERALL SYSTEM THROUGHOUT THE
UNITED STATES SEE ITEM 20 OF THIS DISCLOSURE DOCUMENT

13 THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE

Effective Date April __, 2017
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COVERALL NORTH AMERICA, INC.
JANITORIAL FRANCHISE DISCLOSURE DOCUMENT

ITEM1
THE FRANCHISOR, ANY PARENTS, PREDECESSORS, AND AFFILIATES

To simplify the language 1n this Franchise Disclosure Document, “we” means Coverall North America, Inc
(“Coverall”), the franchisor “You” means the individual, corporation and its shareholders, officers, and directors, or
a limited liability company and 1ts members and managing members, that buys the franchised business

We were incorporated in the State of Delaware on February 26, 1985, and have no predecessor CNA Holding
Corporation (“Holding”), a Delaware corporation incorporated on February 4, 2005, owns 100% of the stock of
Coverall Holding formerly owned 100% of the stock of Restroom Authority, Inc (“RA”), a Delaware corporation
formed on December 14, 2004 to provide services to hospitality facilities On December 7, 2012, RA was dissolved
out of existence On September 28, 2007, Holding became the sole shareholder of TBNC, Inc (“TBNC”), a Coverall
Service Franchisee, and effective December 30, 2008, TBNC merged with Coverall, and Coverall 1s the surviving
corporation TBNC 1s our predecessor at the former TBNC locations in Virginia On August 1, 2008, Holding became
the sole shareholder of Majco, Inc (“M1I”), a Pennsylvania corporation and Coverall Service Franchisee On August
7, 2008, MI merged with Majco Acquisition, LLC (“Majco”), a Delaware limited hability company formed on July
31, 2008, Majco merged with Coverall on March 31, 2011, and Coverall 1s the surviving corporation MI 1s our
predecessor at MI’s former locations in Pennsylvama On February 27, 2009, Holding became the sole shareholder of
Triesler Company, Inc (“Triesler”), a North Carolina corporation and Coverall Service Franchisee On March 2, 2009,
Tresler merged with Coverall of the Carolinas Acquisition, LLC (“Carolinas™), a Delaware limited Liability company
formed on February 27, 2009, Carolinas merged with Coverall on March 31, 2011, and Coverall i1s the surviving
corporation Triesler 1s our predecessor at Triesler’s former locations in North Carolina and South Carolina On March
30, 2010, Coverall became the sole shareholder of Coverall of Boston, Inc (“CBI”) a Delaware corporation, and CBI
was dissolved on December 31, 2015 and no longer conducts business CBI was formerly a wholly-owned subsidiary of
Coverall and offered the same type of franchises we do in the commerctal jamitorial industry in Massachusetts Effective
June 20, 2011, Verica, LLC’s Service Franchise for the lowa and Nebraska territory was terminated, and they are our
predecessor On May 17, 2012, Coverall became the sole shareholder of Melton Franchise Systems, Inc (“MFS”), a
California corporation, and a Coverall Service Franchisee MFS is a wholly-owned subsidiary of Coverall and offers
under the Coverall® name the same type of franchises as Coverall does in the commercial janitorial industry On July
31, 2016, Coverall purchased the assets of Cavalier Services, Inc (“Cavalier”), an Oregon corporation, a former
Coverall Service Franchisee Cavalier 1s our predecessor in Oregon

The Coverall Foundation, Inc, a not for profit corporation, was incorporated 1n Florida on January 21, 2005
(“Foundation™) The Foundatton was established by Coverall to provide deserving dependents of Coverall janitorial
franchisees with scholarships so that they can pursue educational opportunities

Our Global Support Center and the principal offices for Holding, Foundation, and MFS are located at 350 SW
12th Avenue, Deerfield Beach, Florida 33442 Our agents for service of process are listed in Exhibit C We do business
under the names “Coverall®” and “Coverall Health-Based Cleaning System®” at the regional sales and support centers
listed 1in Exhibit E

We offer and sell three types of franchises in the commercial jamtonal cleaming industry The three types of
franchises are Janitorial Franchises, Service Franchises, also called Master Franchises, and Territory Franchises Each
type of franchise 1s described 1n a separate disclosure document We do not currently nor have we ever directly operated
Janitorial Franchised Businesses ourselves This Franchise Disclosure Document 1s for use in offering and selling
Jamtonal Franchises However, this Franchise Disclosure Document includes 1n this Item 1 and in Item 20 certain
information concerning Service Franchises and Terntory Franchises, neither of which will be sold or operated 1n the
area where Coverall Support Centers are located

Temntory Franchises are simular to Jamtorial Franchises, except that we provide these franchisees with an
exclusive territory, and we do not offer them customers to service as part of the purchase of their franchise As of the
date of this Franchise Disclosure Document, we have Terntory Franchises in Garrett, Kentucky, Jackson, Mississipp,
McAlien, Texas, and Liberty Lakes, Washington We also have an international Territory Franchise owner tn Kuwait

Janitonial Franchise Disclosure Document
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Service Franchises are independent businesses licensed by us to use the Coverall® tradenames, trademarks,
System, and business model to offer, sell, and service janitonal franchises under agreements between Service
Franchises and their own Jamitonal franchisees Service Franchises are sold only 1n metropolitan or other designated
territories and in foreign countries, and Service Franchises are permitted to offer, sell, and service janitonal franchises
only in the terntortes where the Service Franchises are located

We license all of our franchisees to use the Coverall® Program to conduct and promote their independent
businesses

The commerctal janitorial industry 1s highly competitive; and customers can be lost for any number of reasons,
including but not limited to, poor service, the customer chooses a lower priced provider, the customer goes out of
business or files for bankruptcy protection, economic circumstances cause the customer to terminate outside vendors
Because of these factors, we are unable to predict with any certainty the point at which you might recover your initial
investment in your franchised business

The general market for franchisee’s services includes businesses that require building cleaning and
maintenance services Competitors include other commercial janitorial and building cleaning services, such as small
independent operators, other commercial cleaning franchises, and large commercial cleaning businesses We
distinguish ourselves from our competitors with our Coverall® Program

Our business experience includes offering Janutorial Franchised Businesses since July 1985, offering Service
Franchised Bustinesses since October 1986, and offering Territory Franchised Businesses since May 1996 We have
not operated company-owned Janitorial or Territory Franchised Businesses, nor have we offered a franchise in any
other line of business

ITEM 2
BUSINESS EXPERIENCE

Following 1s the list of the directors, principal officers, and other executives who have management
responsibility n the operation of our business relating to Janitorial Franchises The principal occupation and business
experience of each person during the past five years, including the names and locations of former employers, 1s
described below See Exhibit D for the business experience of employees who oversee the operation of Support Centers
1n their respective state(s)

COVERALL

RICHARD A ASCOLESE President, Chief Executive Officer, and Sole Director
Since March 2012 to present, Mr Ascolese has served as Coverall’s President and Chief Executive Officer
and from July 31, 2013 to present as Sole Director, in Deerfield Beach, Florida Mr Ascolese has also served
as President and Chairman of The Foundation and President and Sole Director of MFS from May 2012 to
present Mr Ascolese served as an independent management consultant from August 2010 to March 2012 i1n
Memphis, Tennessee Mr Ascolese formerly served as President of RA from March 2012 to December 2012
and CBI from March 2012 to December 2015

LINDA BORCHERT PHILP Interim Chief Financial Officer, Treasurer
Since October 2016 to Present, Ms Philp has served as Coverall’s Interim Chief Financial Officer, and as
Treasurer 1n Deerfield Beach, Florida, as an Independent Contractor Ms Philp was formerly the Chief
Financial Officer for Dewberry Capital from February 2016 to October 2016 Ms Philp served as a Consultant
from May 2014 to January 2016 Ms Philp formerly served as the Chief Financial Officer of The Krystal
Company from October 2012 to May 2014 Ms Philp served as a Consultant from January 2012 to October
2012

SEAN KAJCIENSKI Chief Operating Officer
Since January 2016, Mr Kajciensk: has served as Coverall’s Chief Operating Officer and from May 2012 to
January 2016 he was Chief Sales Officer in Deerfield Beach, FL. Mr Kajcienski was formerly Coverall’s
Regional Vice President in Orange, Califorma from December 2011 to May 2012

PHILLIP LESLIE WHARTON Chief Legal Officer & Secretary
Since March 2012 to present, Mr Wharton has served as Coverall’s Chief Legal Officer, and as Secretary
since May 2012, in Deerfield Beach, Florida and serves as and as Chief Legal Officer and Secretary of MFS

Janitonial Franchise Disclosure Document
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since May 2012 to present Mr Wharton was formerly Senior Counsel with Epstein, Becker & Green, P C
from December 2007 to March 2012 1n Atlanta, Georgia Mr Wharton formerly served as Chief Legal Officer
and Secretary of CBI from June 2010 to December 31, 2015

GREGORY HARBISON Chief Sales Officer
Since January 2017 to present, Mr Harbison has served as Coverall’s Chief Sales Officer in Deerfield Beach,

Florida Mr Harbison was formerly the Senior Vice President of Valley Crest Landscape from May 1997 to
December 2016

KATHY JONES Vice President of Human Resources
Since November 2012 to present, Ms Jones has served as Coverall’s Vice President of Human Resources in
Deerfield Beach, Flonda Ms Jones was Coverall’s Director of Human Resources from August 2009 to
November 2012 in Deerfield Beach, Florida

SHIRLEY KLEIN Vice President of Operational Development
Since November 2012 to present, Ms Klein has served as Coverall’s Vice President of Operational
Development 1n Deerfield Beach, Florida Ms Klein has served as Coverall’s Vice President of Administration
in Deerfield Beach, Florida from March 2009 to November 2012

NICOLE IVEY Vice President of Marketing
Since July 2016 to present, Ms Ivey has served as Coverall’s Vice President of Marketing 1in Deerfield Beach,
Flonda Ms Ivey was formerly the Senior Director of Marketing for Regus from February 2014 to May 2016

Ms Ivey also fomerly served as the Senior Director of Digital Advertising and Marketing for
CheapCaribbean com from March 2011 to February 2014

JUANA KRAUSE Vice President/Controller
Since December 2016 to present, Ms Krause has served as Coverall’s Vice President/Controller in Deerfield

Beach, Flonnda Ms Krause has served as Coverall’s Regional Controller in Deerfield Beach, Florida from
July 2001 to December 2016

EMILIO AVILA Divisional Vice President Sales
From February 2016 to present, Mr Avila has served as Coverall’s Divisional Vice President Sales for
Division 3 1n Deerfield Beach, Florilda Mr Awvila was formerly with ADP in Miami, Florida as Vice
President/Implementation for ADP in Miami, Florida from September 2013 to June 2015 and Division Vice
President/Florida Sales from June 2009 to August 2013

LAURA BACH Duivisional Vice President Operations

Since January 2007 to present, Ms Bach has served as Coverall’s Divisional Vice President Operations for
Davision 2 in Downers Grove, Illinois

EDWARD CRUZ Duvisional Vice President Operations
Since June 2015 to Present, Mr Cruz has served as Coverall’s Divisional Vice President for Division 1 1n San
Francisco, Califorma Mr Cruz was Regional Director of Sales in Los Angeles, Califorma for Classic Party
Rentals from April 2014 to Apnl 2015, and Regional General Manager, also 1n Los Angeles, for Hertz Rent-
A-Car from February 2001 to July 2013

PATRICK DEMARINIS Divisional Vice President Operations
Since December 2015 to present, Mr DeMarinis has served as Coverall’s Divisional Vice President Operations
for Division 3 in Deerfield Beach, FL, and he was formerly Regional Vice President Sales from January 2014
December 2015 From March 2011 to January 2014, Mr DeMarinis was Director of Sales North America
for Aramark 1n Philadelpha, Pennsylvania

TYLER DICKINSON Divisional Vice President Sales
Since June 2015 to present, Mr Dickinson has served as Coverall’s Divisional Vice President Sales for
Division 1 1n San Diego, Califorma. Mr Dickinson was formerly Vice President Sales — West Division for
TruGreen 1n San Diego, Califormia from April 2010 to May 2015

Janitonal Franchise Disclosure Document
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MICHAEL GUMIELA Davisional Vice President Sales
Since December 2011 to present, Mr Gumiela has served as Coverall’s Divisional Vice President Sales for
Division 2 1n Downers Grove, lllinois From April 2011 to December 2011, Mr Gumiela was Coverall’s
Regional Sales Director

From time to time, Coverall offers 1ts franchisees incentives to participate in franchise recruitment efforts
Under 1ts Referral Program, Coverall may, 1n its sole discretion, offer its current franchisees participation in a Franchise
Referral Program that offers a cash payment awarded upon finalization of the purchase of a new Coverall Franchised
Business

ITEM 3
LITIGATION
Holding
Concluded

Sabrina Laguna v_Coverall North America, Inc ., et al (Superior Court of Califormia County of San Diego,
Civil Action No 37-2008-00089347-CU-OE-CTL) filed August 8, 2008 See case description under Coverall’s

hitigation
Other than this 1 action, no litigation of Holding 1s required to be disclosed in this Item

Coverall
Pending

Sergio Gonzalez v_Coverall North America, Inc (United States District Court, Central District of California,
Civil Action No 5 16-CV-02887-JGB-KK) filed November 2, 2016 Plaintiff, a current franchisee, filed this putative
class action claiming Coverall has violated vanious sections of the California Labor Code by 1) misclassifying its
franchisees as independent contractors, 1) requiring 1ts cleaning workers to pay for their cleaning work, 1) requiring
workers to pay franchise and additional business fees and other charges improperly deducted from their pay, 1v) failing
to provide proper itemized wage statements, v) failling to pay wages twice each calendar month, v1) failing to maintain
payroll records, and vu) engaging n unfair competition Plaintiff seeks certification of the putative class action, a
declaration and finding that Coverall violated the Califormia Labor Code, compensatory damages, including all
expenses owed, underpaid wages and deductions, liquidated damages, interest, costs and attorney fees, injunctive relief
in the form of ordering Coverall to comply with the Califormia Labor Code, and, other applicable relief in law or equity
as may be available Plaintiff also seeks penalties on behalf of the putative class pursuant to the Private Attorney
General Act (“PAGA”™) under the Cahforma Labor Code Coverall disputes these claims and will vigorously defend
this action

Coverall
Concluded

Cooks v_Coverall North America, Inc _and Coverall of Boston, Inc, (Superior Court, Suffolk County,
Massachusetts, Civil Action No SUCV2013-02373) filed July 1, 2013 Plamtiff, a current franchisee, filed this
purported class action claiming that CBI and Coverall knowingly and willingly 1) misclassified its franchisees as
independent contractors 1n violation of the Massachusetts Independent Contractor Law, 11) violated the Wage Act by
charging 1ts franchisees for a job, made unlawful deductions, and did not pay 1ts franchisees timely, and 1) failed to
pay 1ts franchisees mimmimum wage and overtime for all work performed in excess of 40 hours a week The plaintiff
sought restitution for all damages due to misclassification as an independent contractor and related wage violations, an
mjunction against alleged unlawful practices, statutory trebling of all damages, attorney’s_fees and costs, and other
relief the court deems proper On July 30, 2013, Coverall and CBI removed the case to the United States District Court
for the District of Massachusetts The new case number was 13-cv-11802-WGY The matter was settled as part of the
settlement described below

Pius Awuah, et al v_Coverall North America, Inc , (U S District Court, District of Massachusetts, Civil Action
No 07-10287) filed February 15,2007, Amended Complaint filed on February 22, 2007, Second Amended Complaint
filed on June 5, 2007, Third Amended Complaint filed April 25, 2008 Fourth Amended Complaint filed on July 9,
2010 Ths actton was onginally filed by eleven plaintiffs Four of the original plaintiffs were franchisees of various
Coverall Master Franchisees, and not Coverall Coverall obtained summary judgment on the claims of those four
plaintiffs on February 9, 2010 Of the remaining seven franchisees, three had entered into arbitration agreements with

Janitonal Franchise Disclosure Document
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Coverall Their claims were stayed pending arbitration The remaining plaintiffs claimed that Coverall neghigently or
intentionally misrepresented that 1t had sufficient business to satisfy its contractual obligations, that Coverall breached
its obligations to plaintiffs, and that plaintiffs were misclassified as independent contractors and are therefore entitled
to be compensated, and to receive the same benefits, as employees of Coverall The damages plaintiffs sought were
not specified On March 23, 2010, the court granted plaintiffs’ Motion for Partial Summary Judgment and held that
Benecira Cavalcante and Geraldo Correia were misclassified under Massachusetts wage hour law as independent
contractors Trial commenced on May 10, 2010 as to the claims of those named plaintiffs who had not agreed to
arbitrate their disputes with Coverall -- Geraldo Correia, Benecira Calvalcante, Jai1 Prem and Aldivar Brandao Prior
to the commencement of the tnal, the court sanctioned plaintiffs for their failure to disclose the damage theory
underlying their misclassification claims and struck those claims One of the plaintiffs, Jai Prem, failed to appear at
trial, and the court declared a mistnal as to that plaintiff on May 24, 2010 Upon the close of plaintiffs’ case, Coverall
moved for a directed verdict as to Geraldo Correta That motion was granted At the same time, the court 1ssued a
ruling rejecting plaintiffs’ claim that Coverall’s Janitorial Franchise Agreement was unconscionable On May 26, 2010,
the jury returned a verdict in favor of Coverall as to Benecira Calvalcante and Aldivar Brandao The claims of the three
plaintiffs whose claims were subject to arbitration, plus one additional plainttff, Manuel DaSilva, were arbitrated with
the federal judge 1n the case acting as the arbitrator in October 2010 On December 15, 2010, the Arbitrator ruled that

plaintiff Richard Barrientos failed to prove his claims and was not entitled to recover anything, plaintiff Demse Pineda
proved that she was misclassified as an independent contractor under the laws of the State of New Jersey but failed to
prove that she incurred any damages, and was therefore entitled to no recovery, plaintiffs Manuel DaSilva and Pius
Awuah failed to prove their claims of fraud and breach of contract, but were entitled to damages on their
musclassification claims of $5,656 30 and $1,553 40, respectively Pius Awuah’s award was subject to a set-off of
$671 71, reducing his award to $881 69 On October 26, 2010, the Court entered an Order certifying four questions to
the Massachusetts Supreme Judicial Court regarding what an employer may legitimately deduct from “earned wages”
under Massachusetts law The Massachusetts Supreme Judicial Court 1ssued an opinion on August 31, 2011 concluding
that an employer may not deduct certain items from earned wages 1f the person 1s deemed to be an employee On
September 23, 2011, the Court certified the following class All individuals who owned a Coverall franchise and
performed work for Coverall customers 1n Massachusetts at any time between February 15, 2004, and June 30, 2010,
and who had not (1) signed an arbitration agreement, or (11) had their claims adjudicated The Court ruled that Plaintiffs
were entitled, as damages incurred, to the amounts paid for franchise fees, additional business fees, and insurance, and
to amounts withheld as chargebacks On March 15, 2012, the Court ruled that treble damages would be allowed for a
certain time pertod On May 10, 2012, the Court entered a partial judgment (1) giving 109 class members a total of
$2,949,322 49 1n damages, 1n individually varying amounts, (11) dismissing the claims of 27 class members. with
prejudice, on the grounds that they signed enforceable releases, (1) dismissing the claims of 11 other franchisees —
those whose claims had either been arbitrated or adjudicated or rejected at summary judgment because their agreements
were with Coverall Service Franchisees — with prejudice, (1v) awarding Pius Awuah and Manuel DaSilva $34,119 1n
attorney’s fees and $3,362 12 1n costs, and (v) based on an Offer of Judgment, awarding Jai Prem judgment in the
amount of $5,000 on all counts of Plaintuff’s Third Amended Complaint, inclusive of all damages, attorney’s fees,
costs and interest In February 2012, the Court put into the class certain franchise owners who were transferees of
franchise owners that had arbitration agreements in their franchise agreements, but whom the Court found did not have
spectfic notice of their obligation to arbitrate Coverall appealed that decision to the U S Court of Appeals for the First
Circuit The First Circuit reversed the Court’s decision, and remanded the matter to the District Court for further
proceedings (including an entry of a stay of proceedings involving those franchisees who have arbitration agreements)

In May 2012, Plaintiffs filed a motion seeking to expand the Awuah class to include all franchise owners who had
provided services in Massachusetts at any time since February 15, 2004, regardless of whether they had agreed to
arbitrate disputes with Coverall The Court denied that motion 1n July 2012 In September 2012, following a notice
filed by Plaintiffs that claimed that Coverall had violated a court order pertaining to franchise owners who had
commenced arbitration proceedings against Coverall, the Court sanctioned Coverall by allowing ten arbitration
claimants to join the Awuah class Coverall appealed that decision to the First Circuit The First Circuit reversed the
District Court’s sanctions decision, holding that Coverall had not violated the Court’s order, and remanded the matter
to the District Court for further proceedings In January 2013, Plaintiffs filed a motion for reconsideration regarding
the enforceability of certain releases Plaintiffs asserted that, in light of a new opinion from the Massachusetts Supreme
Judicial Court, releases that did not specifically reference the Massachusetts Wage Act were not enforceable as to
claims ansing under that Act In February 2013, the Court granted the plaintiffs’ motion for reconsideration and
allowed 27 class members who had signed releases to maintain claims for damages By agreement of the parties,
fourteen persons who had filed for arbitration against Coverall but who had signed releases were also permitted to join
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the class On September 16, 2013, the Court entered a Final Amended Judgment 1n the amount of $4,803,078 16
(exclustve of attorneys’ fees and costs), dismissed the claims of nine Class Members, and awarded the two arbitration
claimants whose claims were arbitrated by the Court a total of $37,481 12 in attorneys’ fees and costs Coverall
appealed the Final Amended Judgment, including all of the Court’s habtlity and damages rulings, to the First Circuit,
and the appeal was docketed as Case No 13-2190 Plamtiffs cross-appealed the District Court’s (2) May 2010 sanctions
ruling, as to plaintiffs Cavalcante and Correia, and (b) ruling that Coverall 1s not lhiable to any franchise owner who
purchased his franchise from a Coverall master The First Circuit docketed the cross-appeal as Case No 13-2274 The
parties submtted thetr briefs and oral arguments were scheduled to be heard on January 7, 2015 On January 6, 2015,
based on the parties report of a pending settlement, the US Court of Appeals for the First Circuit granted a joint
motion to postpone oral arguments indefinitely, then after a certification from the U S District Court that 1t was willing
to undertake the various procedures necessary to certify a class and approve settlement, the First Circut remanded the
case to the District Court This matter was settled as described below

Between December 2011 and February 2012, 115 other franchise owners, represented by the same attorneys
as those representing the Plaintiffs in Awuah, filed demands for arbitration with the American Arbitration Association
(“AAA”™) Two additional franchise owners filed similar arbitration demands 1n December 2013 These owners claimed
that Coverall had misclassified them under Massachusetts law as independent contractors Thirty-six of the claimants
(including fifteen franchise owners who were allowed to join the Awuah class, and nineteen who sought unsuccessfully
to join the Awuah class) subsequently withdrew their arbitration demands Fifty-six claimants did not pay their share
of AAA filing fees, Coverall withheld payment of its share of the fees for two of the claimants pending settiement
discussions Coverall settled with one of the AAA claimants, Rufino Henriquez, in August 2013 and paid him a total
of $25,000 00 Coverall settled with another of the AAA claimants, Jose Carlos Moraes, in October 2013 by paying
him $10,805 00 and repurchasing his accounts for $1,695 00 All of the remaning AAA matters were settled as
described below

Awuah, Cooks, AAA Settlement

On April 15, 2015, the parties entered into a settlement agreement to resolve all of the Cooks (above) claims,
Awuah (above) plaintiffs’ claims, and the AAA (above) claims, as well as potential claims by any other Coverall
franchisee operating 1n Massachusetts The District Court 1ssued a Final Judgment Order approving the settlement on
July 27, 2015, and the settlement became effective on August 29, 2015 The material terms of the settlement were 1)
the Class was revised to include 1 Awuah Class Claimants, 1 Cooks Class Claimants, 111 AAA Claimants, and 1v all
Coverall franchisees currently operating in Massachusetts, including those operating through Coverall’s master
franchisee, R&B Services, Inc, 2) Coverall paid $5 5 Million to the Class, 3) all franchise agreements of the Class
were terminated, 4) Customers were transitioned to servicing Class members, and 5) Coverall withdrew from
Massachusetts

Mario Danek, et al v_Coverall North America, Inc (Superior Court of Alameda County, California, Case No
RG13701706) filed November 1, 2013 Plaintiffs were ex-employees of Coverall in Califorma who alleged failure to
reimburse certain business expenses 1n violation of the Califormia Labor Code and of the Califorma Unfair Competition
Law (“UCL”™) on behalf of themselves and a claimed class of purportedly similarly situated plaintiffs The claim
involved a technical 1ssue 1n Coverall’s auto expense reimbursement policy, asserting that as to the plaintiffs and the
claimed class failed to reimburse all business expenses incurred as a result of the use of their personal motor vehicles
in the course of their duties in that Coverall’s auto reimbursement policy was a fixed monthly amount, and did not 1n
the normal course include a mileage factor or other reimbursement 1f that amount was exceeded The UCL claim was
that this policy was an unlawful, unfair, and/or fraudulent business practice The plaintiffs sought certification as a
class, a finding that Coverall’s business expense policy violated the Califorma Labor Code and the UCL,
reimbursement of any unreimbursed expenses and interest on those unreimbursed amounts, civil penalties permitted
by the Califorma Labor Code, attorneys’ fees and costs Coverall modified its auto reimbursement policy to better
conform to the Califormia Labor Code

In January 2015, the parties reached a settlement The material terms of the Settlement were Coverall paid 1)
$125,000 00 to class counsel for fees expenses, and 11) approximately $35,000 to potential claimants not yet reimbursed
for additional amounts due 1n addition to the $225,000 amount previously paid by Coverall based on mileage records
submutted by claimants On Apnil 17, 2015, the settlement became final and the case was dismissed with prejudice to
all claims of the Plaintiffs, Mario Danek, Claudia Osorio and Olivero Rodriguez, and without prejudice to all claims
of the Putative Class Members
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Sabrina Laguna v_Coverall North America, Inc , (Superior Court of Califormia County of San Diego, Civil
Action No 37-2008-00089347-CU-OE-CTL) filed August 8, 2008 Plaintiff, a then-current franchisee, filed this
purported class action variously claiming that Coverall neghigently or intentionally misrepresented that it had sufficient
business to satisfy 1ts contractual obligations, that Plaintiffs were misclassified as independent contractors and that
they were or are employees of Coverall who should be earming mimimum wage and other benefits of “employment,”
and that Coverall takes advantage of immigrants with hmited English language skills Coverall filed a demurrer on
October 3, 2008 The demurrer was sustained as the causes of action for negligent misrepresentation and declaratory
relief, but overruled as to certain other aspects of the demurrer The case was removed to the United States District
Court for the Southern District of California on September 29, 2009 and given case number 3 09-cv-02131-JM-RBB
Through amended complamnts, plaintiffs, Carlos Acevedo and Teresa Salas, and defendants, Allied Capatal
Corporation, CNA Holding Corporation, and Ted Elliott, were added A Class Action Settlement Agreement and
Release (the “Settlement”) filed on September 12, 2011 and approved by the court on February 23, 2012, after a
Fairness Hearing on November 21, 2011 The class certified in February 2012 under the Settlement was defined as A
class of all persons or entities who (1) executed a Jamitorial Franchise Agreement with Coverall for a franchise to be
located 1n the State of California, and (2) between August 8, 2004, and entry of the Preliminary Approval Order,
performed janitonal or cleaning services in the State of Califormia pursuant to a Janitonal Franchise Agreement entered
into between the person(s) or entity and Coverall The material terms of the Settlement were (1) Coverall will assign
customer Service Agreements to the operating franchisees excluding those Service Agreements that prohibit
assignment, cover multiple locations, and National Account Customers, (2) Former franchisees who submit a valid
claim will receive $475, (3) Former franchisees who indicate an interest in purchasing a new franchise on or before
November 8, 2011 and who close the transaction within 120 days of Final Approval of the Settlement will receive a
$750 credit toward the purchase price, and 4) New franchisees in California shall have thirty (30) days from signing
to rescind or cancel their Franchise Agreement

There was an appeal of the Court’s order approving the settlement to the 9th Circuit Court of Appeals That
appeal was heard by a 3 judge panel of the 9th Circuit in November 2013, and the panel upheld the settlement There
was then a request by the objector to the 9th Circuit to hear the matter en banc The objector settled with Coverall for
$15,000, and disrmssed his appeal The 9th Circut considered on 1ts own whether to re-hear the matter en banc, but as
there was no longer any objector, decided to vacate the decision of the panel and remand the case to the district court
to effect the settlement without change The settlement became effective December 15, 2014

Mana Mora v_Coverall North America, Inc, et al , (Circutt Court County of Washington, Oregon Case No
C140316 CV), filed January 23, 2014 Plaintff 1s a franchisee of Cavalier Services, Inc (“Cavalier”) Cavalier 1s an
independently owned and operated Master Franchisee of Coverall The named defendants were Coverall, Cavalier and
John Bartholf, President of Cavalier Plaintiff alleged common law fraud, violations of the Oregon Unlawful Trade
Practices Act and Oregon Franchise Act, and breach of contract, and sought declaratory judgments on whether the
franchise agreement provisions relating to mediation, arbitration, the initial business guarantee and certain hquidated
damages are unconscionable, and she claimed damages 1n the amount of $234,686 00 Coverall has no agreement with
Mora and had no contact with Mora On Apnl 10, 2014 a Settlement Agreement was entered 1nto between all the
parties by which Cavalier repurchased Plaintiff’s Coverall franchise for $8,500 00, forgave her obligations to Cavalier
for the balance of her promissory note and terminated her Coverall franchise, effective April 10, 2014 Plaintiff released
all parties and the action was dismissed with prejudice on June 14, 2014

Coverall North Amenica, Inc v Verica, LLC, and Vicki Rhea (United States District Court of Nebraska, Case
No 8 11-cv-00255), filed July 25, 2011 Coverall initiated this case against defendants, a former Coverall Service
Franchisee 1in lowa and Nebraska and 1ts owner, who personally guaranteed the Service Franchise Agreement and
related promissory notes, requesting a declaratory judgment that Coverall properly terminated the Service Franchise
Agreement for Defendants’ failure to pay royalties and promissory note payments and ordering Defendants to comply
with the post-termiation covenants, including assigning contracts and returning franchise and customer files to
Coverall Coverall also filed claims for damages based o breach of contract, deceptive trade practices,
misappropriation of trade secrets, and trademark fringement In January 2012, Coverall amended 1ts complaint and
removed the claims for deceptive trade practices, misappropriation of trade secrets, and trademark infringement
Coverall sought a declaratory judgment that Coverall properly terminated the Service Franchise Agreement and a
judgment for damages resulting from Defendants’ breach of the Service Franchise Agreement, promissory note, and
personal guaranties Defendants filed an Answer and Counterclaim January 19, 2012 alleging wrongful termination,
breach of contract, and conversion (of 1ts recetvables from customers) and demanding damages for the alleged
wrongful termination and breach of contract, interest on the recetvables purportedly converted, and requesting a
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declaratory judgment for return of its franchise fees that were paid to Coverall The parties engaged 1n an unsuccessful
mediation in November 2011 The parties re-engaged 1n mediation 1n 2013, and entered into a settlement on November
13, 2013 whereby Coverall agreed to pay the defendants the sum of $120,000, the parties released one another except
as to certain post termination obligations under the Service Franchise Agreement, defendant gave a representation to
Coverall that 1t was not engaged 1n conduct violative of those post termination obligations, including its
noncompetition, non-solicitation and nondisclosure agreements, and Coverall agreed that 1t would refer defendant’s
former franchisees who make claims for monies due from defendant to defendant’s representatives without further
comment The case was dismissed with prejudice on November 15, 2013

Claudia Villanueva, et al v_Melton Franchise Systems, Inc , et al , filed on Apnil 4, 2012 1n the Superior Court
of the State of Califorma for the County of Santa Barbara — Anacapa Division as Case No 1385932 Plaintiffs were
one former and eight current franchisees The named defendants were Coverall, Coverall’s subsidiary/master
franchisee, Melton Franchise Systems, Inc , Melton Franchise Systems, Inc ’s former President, Mark Melton, Melton
Franchise Systems, Inc’s former Regional Drirector, Jon Ortiz, and unnamed agents or employees of the other
defendants Plaintiffs alleged breach of contract, breach of implied covenant of good faith and fair dealing, unfair
business practices, intentional misrepresentation, breach of promise, concealment of material facts and neghgent
misrepresentation The plaintiffs were seeking compensatory and punitive damages 1n an unspecified amount, an
injunction against alleged wrongful business practices, an accounting of fees, costs, royalties, premiums and other
amount assessed against the plaintiff, attorney’s fees and costs, and other rehef the court deemed proper Coverall and
MFS initiated mediation with the plaintiffs and resolved the complaints by (1) agreeing to offer additional business to
4 of them without cost to them, varying in amount to each from $1,000 in monthly revenue accounts to $3,000 1n
monthly revenue accounts, (2) permitting 2 to dismiss their complaint and remarin as franchisees, (3) paying 1 $5,000
and giving her a release of our potential counterclaims against her, (4) paying 1 $5,000 and permitting her to remain a
franchise owner, and (5) permitting 1 to terminate her franchise and retain her current customers The case was
dismussed with prejudice on July 10, 2013

Rodney M Faught v_Coverall North America, Inc, (Southeast Case Management Center, American
Arbitration Association, Case No 53 114 E 00054 13), filed on February 6, 2013 and served on Coverall on February
7,2013 Claimant, a current franchisee of Coverall’s Cleveland Support Center, filed a demand for arbitration claiming
damages of $35,000 00 alleging fraud in the inducement and various breaches of the Franchise Agreement On April
20, 2013, the parties entered 1n a Confidential Termination Agreement, whereby Coverall paid to the Claimant
$9,441 25 for the purchase of Claimant’s customers and cancelled the balance due on Claimant’s equipment
promussory notes of $5,521 22 upon Claimant’s return of the equipment securing such equipment notes Claimant’s
Franchised Business was terminated The case was closed on May 13, 2013

Maria Rodnguez v_Coverall North America, Inc , (Western Case Management Center, American Arbitration
Association, Case No 79 114 E 00133 11 JEMO) filed December 5, 2011 and served on Coverall on March 12, 2012
Claimant, a former franchisee of Coverall’s Las Vegas Support Center, filed a demand for arbitration claiming damages
of $50,000 00 Plaintiff alleged fraud, unfair treatment, and sexual assault and battery by her supervisor Coverall
denied any and all hability On September 6, 2012, the parties entered into a Confidential Termination Agreement,
whereby Coverall paid the Claimant $7,500 00 for the purchase of Claimant’s customers, and Claimant’s Coverall
Franchised Business was terminated The case was closed on September 6, 2012

Kenneth Patterson and Yolanda Patterson v_Coverall North America, Inc, (Superior Court of California
County of Los Angeles, Civil Action 30-2010-00424986) filed November 15, 2010 Plaintiff, current franchisees,
alleged mtentional and negligent misrepresentation, breach of contract, and violations of provisions of the Califorma
Civil Code Sections 51 and 52, and violations of Section 970 of the Califormia Labor Code Coverall filed its Demurrer
to Plaintiffs’ Complaint on February 17, 2011 The complaint was dismissed with preyudice April 6, 2012, pending
mediation We engaged in mediation with the Plaintiffs and resolved the complaint by buying back their franchise for
$88,500 on December 10, 2012

Coverall North America, Inc v Wanda Wasurick, Krystal Wand Kleening, LI.C, Crystal Treminio and Javier
Tremimo, (Circutt Court of Brown County, Wisconsin, Branch VIII, Case No 09CV2769), filed October 7, 2009
Coverall initiated thus case to enjoin the defendants from engaging in unfair competition, misappropriation of trade
secrets, malicious 1njury to business under Wisconsin Statute §134 01 and breach of Janitorial Franchise Agreement
Coverall alleged that the individual defendants were targeting its franchisees’ customers and attempting to divert those
customers to a corporation controlled by them, using Coverall’s trade secrets, confidential information and documents
On November 20, 2009 Javier Treminio and his wife Crystal Tremimio, who is not Coverall’s franchusee, filed a
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Counterclaim against Coverall The Counterclaim alleged violations of the Wisconsin Fair Dealership Law alleging
that Coverall failed to provide Javier Treminio with timely notice of termination, breach of the Janitorial Franchise
Agreement by wrongfully terminating Javier Treminio, and violations of Wisconsin Chapter 109 alleging that Javier
and Crystal Treminio were employees of Coverall and that Coverall failed to pay them amounts due Coverall moved
to dismiss the Counterclaim on December 8, 2009, and also filed Motions for Summary Judgment and to Compel
Arbitration On February 1, 2010, the court dismissed the Counterclaim, granting summary judgment on the Wisconsin
Chapter 109 wage claims 1n favor of Coverall, and granted Coverall’s Motion to Compel arbitration Mediation was
held on April 1, 2011 and was successful as to two defendants (paid Coverall a nominal amount of $100 each, and
Coverall agreed to dismiss its complaint) Without admitting hiability, Coverall settled with Javier Treminio on October
28, 2011 agreeing to pay him $9,000

K&D Lawn & Janitorial Service, Inc v_Coverall North America, Inc , (Wayne County Circuit Court, State of
Michigan, Third Circuit Court, Case No 10-012840-CK), filed November 3, 2010 Plaintff alleged that Coverall

breached the Janitortal Franchise Agreement by denying plaintiff direct access to a customer being serviced by
plamtiff, and denyng plaintiff an opportunity to cure service 1ssues with the customer Plamtiff further alleged that
these breaches violated the Michigan Franchise Investment Law, MCL 445 1527 The case was voluntarily dismtssed
by plaintiff on December 16, 2010 because of the mandatory mediation and arbitration provisions of the Janitonal
Franchise Agreement The parties engaged in a pre-mediation conference on February 21, 2011, and agreed to settle
the dispute On February 28, 2011, plaintiff’s principals executed a Confidential Settlement Agreement whereby
Coverall agreed to pay the plaintiff the sum of $7,000 and replace $3,000 in Initial Business

Felix Maldonado v_Coverall Cleaning Concepts, (Circuit Court of Dane County, Wisconsin, Case No
2009SC010918), filed October 26, 2009 Maldonado alleged that Coverall breached the Janitonal Franchise
Agreement by failing to timely provide customers and made false misrepresentations regarding the accounts in
violation of the Wisconsin Deceptive Trade Practices Act On November 20, 2009, Coverall answered the Complaint
denying the allegations On December 10, 2009, the parties executed a Mutual Release and Settlement Agreement
whereby Coverall paid the plaintiff the sum of $4,500 and cancelled the promissory note executed by plamtiff in
payment of his franchise fee in the amount of $7,500 The case was voluntarily dismissed by plaintiff on January 27,
2010

Jesus H Castro and Herschand Co v The Kover Group, Inc_dba Coverall of South Florida, Mauro R Guerra,
individually, and Management Risk Group Financial Corp , (Circuit Court of the 11th Judicial Circuit in and for Dade
County, Florida, Case No 97-8090-CA21), filed April 11, 1997 Plaintiffs allege breach of contract, rescission of
contract and fraudulent misrepresentation They claim they purchased a franchise and were not provided the
appropriate amount of business The plaintiffs claim damages 1n excess of $100,000 We have denied all allegations
of wrongdoing The plantiffs filed an Amended Complaint in November 1997 The case was settled on August 24,
2007, and Coverall agreed to pay the Plaintiffs $20,000

Yared Beyene, et al v_Coverall of [sic] North America, Inc , Pacific Commercial Services, LLC, Coverall
Cleaning Concepts and Coverall of Nashville, Inc (Davidson County, Tennessee, Case No 06-1202), filed May 12,
2006 There were five named plaintiffs who purported to be franchisees of Coverall or Coverall’s Service Franchisee,
Pacific Commercial Services, LLC (‘ PCS”) The plaintiffs alleged violations of the Tennessee Consumer Protection
Act, fraud 1n the inducement, and neglhgent misrepresentation The case was removed to the United States District
Court for the Middle District of Tennessee on June 22, 2006 and assigned Case No 3 06-0628 Plainuffs filed an
Amended Complaint on October 17, 2006 adding two additional plaintiffs Mediation was held on September 13, 2007,
and the case was settled Coverall paid the seven Plaintiffs, five putative plantiffs, and their attorney $37,500

Jubilee General Contracting LTD, et al v Coverall North Amenica, Inc , et al, (State of Michugan, County of
Oakland), Case No 07-080927-CZ, filed February 20, 2007 Plaintiffs claim that they were fraudulently induced to
accept two cleaning contracts, because they were shown documents by Defendant JLAG Janitonal Service, LLC that
contained erroneous data about expenses related to the two accounts Coverall filed a Motion for Summary Disposition
and for Attorney Fees and Costs on Apnil 23, 2007, relying upon the mandatory mediation and arbitration provisions
of the Janitoral Franchise Agreement Coverall prevailed on 1ts motion On September 6, 2007, Coverall paid the
plaintiffs the sum of $14,200 00, and plaintiffs warved their nght to appeal, and the case was dismissed with prejudice
on July 25, 2007

On March 18, 1994, a Consent Decree was:entered 1n the United States District Court for the Northern District
of Illinois 1n United States of America v_Coverall North America, Inc (Civil Action No 94 C 1178) In voluntanly
entering into the Consent Decree, we did not admit any liability for the alleged violations The U S, on behalf of the
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Federal Trade Commuission, alleged that we did not make proper disclosures regarding our jamitorial franchisees, should
have included an earnings’ claim disclosure 1n connection with the offer of customer contracts as part of the franchise
package purchased by janitorial franchisees, and, in some circumstances, did not wait the full ten business days between
furnishing an Offering Circular and executing a Franchise Agreement Without admitting hability, we agreed to pay a
civil penalty of $100,000 and to be enjoined from not complying with the FTC’s franchise disclosure rule

Other than these 18 actions, no litigation of Coverall is required to be disclosed in this Item

Melton Franchise Systems, Inc (“MFS”)
Concluded

Claudia Villanueva, et al v_Melton Franchise Systems, Inc , et al , filed on April 4, 2012 1n the Superior Court

of the State of California for the County of Santa Barbara — Anacapa Division as Case No 1385932 See case
description under Coverall’s litigation

Other than this 1 action, no litigation of MFS 1s required to be disclosed in this Item

Coverall of Boston, Inc (“CBI”)
Concluded

Cooks v _Coverall North America, Inc _and Coverall of Boston, Inc, (Superior Court, Suffolk County,
Massachusetts, Civil Action No SUCV2013-02373) filed July 1, 2013 See case description under Coverall’s
litigation

Other than this 1 action, no litigation of CBI 1s required to be disclosed 1n this Item

ITEM 4
BANKRUPTCY

Coverall

On March 30, 2007, Armando Dominguez filed for relief under Chapter 7 of the U S Bankruptcy Code (United
States Bankruptcy Court Central District of Califormia, Santa Barbara), Case No 9 07-bk-10401-RR, and a discharge
was granted on July 11,2007 On July 24, 2007, the case was closed

On August 26, 2009, Kathy Jones filed for relief under Chapter 7 of the U S Bankruptcy Code (United States
Bankruptcy Court Southern District of Florida, Fort Lauderdale Division), Case No 09-27815-RBR, and a discharge

was granted on December 3, 2009 On December 9, 2012, the bankruptcy trustee filed a final decree that the estate has
been fully administered, and the case 1s discharged and closed

On October 21, 2011, James F Bellante, Jr, filed for relief under Chapter 13 of the U S Bankruptcy Code
(United States Bankruptcy Court Western District of Pennsylvama, Pittsburgh), Case No 11-26498-CMB, and a
discharge was granted on February 15,2017

v

On December 20, 2012, Nicole Ivey, filed for relief under Chapter 13 of the U S Bankruptcy Code (United
States Bankruptcy Court Northern District of Illinois, Chicago), Case No 12-49720, and a discharge was granted on
October 2, 2013 On May 9, 2014, the case was closed

On July 1, 2015, Chnis Taylor filed for relief under Chapter 13 of the U S Bankruptcy Code (United States
Bankruptcy Court Southern District of Ohio), Case No 1 15-bk-12594, and a discharge 1s pending

MFS

Preston Sudweeks filed a bankruptcy petition under Chapter 7 of the US Bankruptcy Code in the United

States Bankruptcy Court for District of Utah on March 15, 2010 (Case No  10-23629, RKM) On June 15, 2010, the
bankruptcy court entered a discharge

No person 1dentified 1n Items 1 or 2 of this disclosure document other than as listed above has been involved
as a debtor 1n proceedings under the U S Bankruptcy Code required to be disclosed in this Item Neither Coverall, nor
any parent, predecessor, affiliate, general partner of Coverall, officer of Coverall (other than as listed above), or
individual who will have management responsibility relating to the sale or operation of the franchise being offered,
has filed as a debtor (or had filed against 1t) a petition under a foreign bankruptcy or the U S Bankruptcy Code or has
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obtained a discharge of debts under a foreign bankruptcy code or the U S Bankruptcy Code 1n accordance with the
Franchise Disclosure Document Guidelines

ITEM 5
INITIAL FEES

HOW YQUR FEE IS DETERMINED

All franchisees pay an Initial Franchise Fee for the franchise rights This fee will be between $14,175 00 and
$40,320 00 Payment 1s due in full when the Franchise Agreement 1s signed, unless 1t is financed as described below
and in Item 10 If you pay the entire fee in cash, we will discount the Initial Franchise Fee, as described in this Item 5,
by 5% Veterans quahfy for a 10% discount on the Imitial Franchise Fee If the Veteran finances a portion of the Initial
Franchise Fee, however, the down payment specified below for the Franchise Package remains the same In addition,
Coverall 1s a participating member of the International Franchise Association’s VetFran Program (Veteran’s Transition
Franchise Initiative) Under the VetFran Program, veterans who qualify for and obtain an 85% Small Business
Admimistration Loan Guaranty will receive a 25% discount on the Initial Franchise Fee Veterans must choose only
one of the discounts offered, either the 5% cash discount or the 10% discount on the Imtial Franchise Fee
THE PACKAGES

You buy a specific Franchise Package that includes training and an imitial complement of customers to service
— the essentials that you need to get started in the commercial cleaning business

We sell our franchises by packages (the “Franchise Package”) Our Franchise Packages are sold based on the

monthly dollar volume of business that you choose to service ( ‘Imitial Business™) In other words, we offer you cleaning
customers to service totaling a specific dollar amount as follows

FRANCHISE INITIAL MONTHLY
PACKAGE BUSINESS VOLUME OFFERED

P- 2,000 $ 2,000

P- 3,000 $ 3,000

P- 4,000 $4,000

P- 5,000 $ 5,000

P- 7,000 $ 7,000
P-10,000 $10,000

WE DESCRIBE THESE FRANCHISE PACKAGES IN TERMS OF THE GROSS DOLLAR VOLUME OF
INITIAL BUSINESS WHICH WE ARE OBLIGATED TO OFFER YOU THE SIZE OF THE FRANCHISE
PACKAGE DOES NOT REPRESENT HOW MUCH MONEY YOU WILL NET (RECEIVE) EACH MONTH
FROM YOUR FRANCHISE IT IS A GROSS NUMBER AND THE AMOUNT THAT YOU NET DEPENDS UPON
A NUMBER OF FACTORS INCLUDING, BUT NOT LIMITED TO, THE EXPENSES THAT YOU INCUR TO
SERVICE YOUR CUSTOMERS, WHETHER THE CUSTOMERS ARE ENTITLED TO CREDITS FOR MISSED
OR POOR SERVICE, OR THE CUSTOMER TERMINATES YOUR SERVICES, OR THE CUSTOMER FAILS TO
PAY FOR YOUR SERVICES ONCE YOUR PACKAGE IS FULFILLED, IT IS UP TO YOU TO KEEP YOUR
CUSTOMERS OTHER THAN THE LIMITED GUARANTEES DESCRIBED IN THIS DISCLOSURE
DOCUMENT, WE HAVE NO OBLIGATION TO CONTINUE TO OFFER YOU CUSTOMERS, AND WE MAKE
NO REPRESENTATIONS REGARDING REVENUE THAT YOUR FRANCHISE BUSINESS MIGHT EARN

THE SIZE OF THE FRANCHISE PACKAGE IS NOT A GUARANTEE THAT YOU WILL EARN AN
EQUIVALENT AMOUNT OF REVENUE, AND NEITHER DOES IT MEAN THAT COVERALL IS OBLIGATED

TO REPLACE LOST CUSTOMERS TO ENABLE YOU TO MAINTAIN THAT LEVEL OF GROSS DOLLAR
VOLUME

Typical commercial jamitonial services which you will likely provide regardless of the size of the franchise
package you purchase include, but are not hmited to floor care, trash and waste removal, samtizing surfaces and
equipment, dusting, restroom cleaning, vacuuming, and light maintenance Special services are one-time or periodic

cleaning contracts which include, but are not imited to hard floor and carpet care maintenance, window cleaning (on
the ground floor), upholstery and fabric care, odor control, imtial cleaning, and construction cleamng
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The Imtial Franchise Fee for each Franchise Package 1s as follows

FRANCHISE | TOTAL DOWN AMOUNT MONTHLY PAYMENT TERM CASH

PACKAGE FEE PAYMENT | FINANCED! (MONTHS)' DISCOUNT
12 mo 18 mo 24 mo

P-2,000 $14,17500| $7,087 50 $7,087 50 $610 00 $422 40 $333 63 $708 75

P-3,000 $16,34900| $8,174 50 $8,174 50 $703 55 $487 18 $384 80 $817 45
18 mo 24 mo 30 mo

P-4,000 $19,63500| $9,81750 $9,817 50 $585 10 $462 14 $380 41 $981 75

P-5,000 $22,89000| $11,44500 | $11,44500 | $682 10 $538 76 $443 47 $1,144 50

P-7,000 $29,92500| $14,962 50 $14,962 50 | $891 73 $704 34 $579 77 $1,496 25

P-10,000 $40,320 00| $22,256 64 $18,06336 | $1,076 53| $850 31 $699 92 $2,016 00

IThis 1s an example of one form of financing made available by Coverall See Item 10
WHEN WE MUST OFFER YOUR INITIAL BUSINESS

Coverall may or may not have an inventory of customers available to offer your dollar amount of Initial
Business on the date you sign your Janitorial Franchise Agreement or even on the date that you become eligible to
accept customers (1 e, upon completion of your mnitial obligations) This 1s why for Franchise Packages up to a P-
3,000, we have 120 business days from the date you complete your initial obligations to offer you your Initial Business,
and for Franchise Packages larger than a P-3,000, we have more than 120 business days from the date you complete
all imitral obligations to offer you your Initial Business You must add an additional 30 business days for each $1,000
increment (or portion thereof) 1n excess of $3,000 per month of Initial Business

Example Franchise Package Size Imtial Business Offering Period
P-5000 180 business days from completion of training

(Accordingly, 1f you purchase a P-5000 and you complete all of your initial obligations on March 31, 2017 all $5,000
in Imitial Business must be offered to you on or before December 18,2017 )

Your initial obligations are completed (triggering the start of your Imtial Business Offering Period outlined
above) when 1) you or your designated employee, as approved by Coverall, has successfully completed the Initial
Training Program and 1) your background screening has been approved The Initial Business Offering Period may by
suspended 1f 1) Coverall requires you to attend retraiming, or 11) you are in breach of any material provision of the
Jamtorial Franchise Agreement or any other agreement with Coverall Your Coverall Franchised Business must be
owned and operated by a corporation or limited hiability company, and you must keep separate accounting, banking,
and financtal records for your Coverall Franchised Business Prior to signing the Franchise Agreement, you must form
a corporation or limited liability company, obtain a Federal Employer Identification Number, and obtain a business
license, 1f applicable The completion of your imitial obligations is recorded 1n our FranSys® operating system

The customers that we offer you to fulfill your Franchise Package may be new customers recently acquired by
Coverall, or they may be existing customers that become available for resale You may be offered an existing customer
because a customer requested replacement of the franchisee'servicing its facihity or a franchisee abandoned a customer
These existing customers may be dissatisfied with their prior service and may be difficult to please In addition, the

results of your background screening may mean that you do not satisfy certain customer requirements and the customer
may object to your Franchised Business servicing its facilities

Once Coverall’s obligation to offer you Initia] Business has been fulfilled, we have no obligation to offer you
Additional Business

RETRAINING MAY BE REQUIRED ‘

The reputation of our brand enables us to procure customers to offer our franchisees Therefore, we may require
you to attend training again, if in a 60-day period

1) any two customers provided to fulfill your Initial Business complain about your workmanship, lack of
trustworthiness or any other default under the customer contract, or
2)

if any one customer terminates your services due to faulty workmanship, lack of trustworthiness, or
any other claimed default under the customer contract, or
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3 for failure to adhere to Paragraph 17 of the Franchise Agreement (Franchised Business Operations),
ar

4) if you breach your Jamitonal Franchise Agreement or your obligations to provide services under any
customer contract

If we require retraining, our time to offer any rematning Initial Business will be suspended from the time we request
that you be retrained until you complete retraining to our satisfaction We require you to maintain high standards of
workmanship to effectively service your customers Fatlure to do so negatively impacts the Coverall brand and uts
Jranchisees

SPECIAL PROMOTIONS

On occasion, we may offer special promotions or negotiate financing terms for the franchisee’s benefit which
do not affect the amount of the Franchise Fee, which may include, but 1s not hmited to offering a small equipment
item as a promotion, providing an amount of free business which exceeds the package size, or financing a larger portion
of the Imtial Franchise Fee

The Initial Franchise Fee was uniform for all franchisees that purchased the same size package 1n each state
where this Franchise Disclosure Document was used last fiscal year, except as follows In Charlotte, Coverall sold a
P-2000 at 2015 pricing for $13,000 In Sacramento, Coverall sold a P-1500 franchise package for $10,687 50 In
Atlanta, Coverall 1) sold a P-2000 package at the 2015 pricing of $13,000, 11) sold a P-3000 and allowed the franchisee
to pay their down payment one (1) day after closing, 111) sold a P-3000 package at 2015 pricing of $15,000 1v) allowed
the franchisee to transfer from the Columbus Support Center and pay the $1,500 transfer fee thirty five (35) days after
the transfer, and v) sold a P-10000 and allowed the franchisee to pay a portion of the required down payment nine (9)
days after the closing In Detroit, Coverall sold a P-2000 and allowed the franchisee to pay the down payment thirty-
eight (38) days after signing the Franchise Agreement In Richmond, Coverall sold a P-3,000 package at 2015 pricing
of $15,000 In Las Vegas, Coverall sold a P-3000 and accepted a partial down payment at the closing and the balance
in full the next business day In Palm Beach, Coverall 1) sold a P-3000 and allowed the franchusee to pay their down
payment two (2) days after the closing, and 1) sold a P-3000 and allowed the franchisee to pay a portion of their down
payment fifteen (15) days after the closing In Utah, MFS sold a P-2000 and allowed the franchisee to pay a portion
of their down payment one (1) day after the closing In Northern New Jersey, Coverall sold a P-2000 and allowed the
franchisee to pay their down payment eleven (11) days after the closing In Columbus, Coverall 1) sold a P-3000 and
allowed the franchisee to pay their down payment three (3) days after the closing, and 11) sold a P-3000 and allowed
the franchisee to pay their down payment five (5) days after the closing In San Bernardino, Coverall sold a P-2000
and allowed the franchisee to pay their down payment nineteen (19) days after the closing In Oregon, Coverall gave
a franchisee a 5% discount on their initial franchise fee for paying the Initial Franchisee in full In Ft Myers, Coverall
sold a P-3000 and took a portion of the down payment from the franchisee three (3) days prior to the closing The
Initial Franchise Fee for the same package size may be different for franchisees in different states

FULFILLING YOUR INITIAL BUSINESS

If you reject a customer offered as part of your Initial Business, our obligation to offer that amount of Initial
Business during the Initial Business Offering Period 1s satisfied However, we will continue, after the expiration of the
Initial Business Offering Period, to offer you customers to fulfill your Initial Business However, you may not
unreasonably reject customers offered to you to fulfill your Initial Business If you choose to do so, our obligation to
offer you customers to fulfill your Initial Business may be deemed satisfied If you choose to stop servicing a customer
that you have accepted as part of your Initial Business, you will not be entitled to replacement of that customer

The monthly dollar volume of Initial Business for any specific month may not equal the total Initial Business
for several reasons, including, but not limited to you may choose not to accept all of the customers we offer, we may
offer you the Initial Business in stages throughout the Initial Business Offering Period, customers may request a change
of franchisee or cancel the contract due to poor service, and the customer may move or cancel for other reasons before
the end of the Initial Business Offering Period

Once you accept a customer, Coverall will assign the Service Agreement to you, excluding those Service
Agreements that prohibit assignment, cover multiple locations, or apply to National Account Customers, subject to
your payment 1n full of your Franchise Fee The assignment will be subject to the terms and conditions of your Janitorial
Franchise Agreement (See attached Exhubit G, Franchised Business Customer Acceptance Forms)
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THE NON-REFUNDABLE FRANCHISE FEE

The Initial Franchise Fee 1s non-refundable A portion of the Initial Franchise Fee, $5,000, 1s the price that you

pay for the license granted to you to use the Coverall® Marks and System, described 1n Paragraph 1 of the Janitorial
Franchise Agreement, Exhibit A 1

PARTIAL REFUND FOR COVERALL’S FAILURE TO TIMELY OFFER INITIAL BUSINESS

You may request a refund of a portion of the Imtial Franchise Fee if we do not (1) offer you the full amount
of Initial Business within the Initial Business Offering Period, or (n) offer you within a reasonable time after the
expiration of the Initial Business Offering Period an amount of Initial Business equal to that which you reasonably
rejected during the Initial Business Offering Pertod, or (i11) offer to replace within a reasonable time an amount
equivalent to the contract value of a customer lost by you through no fault of your own duning the Initial Business
guarantee Offering Period The refund 1s equal to the then current Multiplier published and revised from time to time
n the Franchised Business Policies and Procedures Manual times the amount of Initial Business not offered to you
For example, 1f you purchased a P-5,000 package and we offer you a total of $4,500 in monthly Gross Dollar Volume
within the Initial Business Offering Period, then a refund would be calculated at the then current Multiplier, which 1s
3 0 as of the date of this Franchise Disclosure Document, tumes $500, which totals $1,500 However, you may choose
instead to reduce the size of the Package that you purchased If you do, Coverall will refund the difference between
the Franchise Fee you paid and the Franchise Fee customarily charged for the smaller Franchise Package If, at the
time of exther refund you owe us money, then the amount of the refund will first be applied to any outstanding balance
on any promissory note or other obligation you owe us, with any remaining sum paid to you Such a refund fulfills our
obligation to offer or provide any remaining portion of the Initial Business or replacement Initial Business, and as a
condition of the refund, you will be required to sign a general release in favor of Coverall After accepting this refund,

if you decide to grow your business by acquiring customers from Coverall, you will have to purchase those customers
The refund will be your sole remedy

Coverall shall have no obligation to refund any portion of any payment made under your Janitorial Franchise

Agreement if you are 1n breach of any material provision of the agreement, or any other agreement between you and
Coverall, until all material breaches are cured

ITEM 6
OTHER FEES"
TYPE OF FEE AMOUNT DUE DATE REMARKS
Royalty!34 5% of Gross Dollar Deducted monthly onthe  |“Gross Dollar Volume” means the total
Volume' last calendar day of the next [amount billed to the customer for your
month cleaning services
Support Fee!23* 10% of Gross Dollar Deducted monthly on the | We provide business and support
Volume!

last calendar day of the next |services, including the provision of
month additional training, promotional and sal