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.

Company-owned Buddy’s Home Furnishings retail businesses (“Retail Business”) for
which information is included in this Item 19 are similar to your Retail Business in the products and
services offered, although all Retail Businesses are not identical in size or appearance. Franchised Retail
Business size typically ranges between 3,500 to 12,000 square feet are located predominantly in strip
centers or free-standing buildings, in both suburban and urban/metro markets. The information in this
Item 19 should be used only as a reference in conducting your own analysis. We strongly suggest that you
consult your own financial advisor or personal accountant and conduct an independent investigation of
the costs and expenses you will incur in operating a Buddy’s Home Furnishings Retail Business.

Written substantiation for the financial performance representations in this Item 19 will be
made available to you upon reasonable request.
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Analysis of Average Gross Sales for
Franchisee-Owned Retail Businesses
which opened prior to January 1, 2016
and have operated for at least 5 full
years including the entire 2020 Calendar
Year

This financial performance representation (“FPR”™) contains two Tables. The Tables set forth
certain historical information on Gross Sales for franchisee-owned Retail Businesses which began operating
prior to January 1, 2016 and have operated for at least 5 full years including the entire 2020 Calendar Year.
As of the end of the 2020 Calendar Year, there were 128 franchisee-owned Retail Businesses which met
the criteria for inclusion in this FPR. As of the end of the 2020 Calendar Year, there were 119 franchisee-
owned Retail Businesses which were excluded from this analysis because they failed to satisfy the criteria
necessary to be included in this FPR.

Description of Table 1-A

Table 1-A reflects for the 2020 Calendar Year, the historical average annual Gross Sales for the
top, second, third, bottom and average quartile for the 128 franchisee-owned Retail Businesses which
opened prior to January 1, 2016 and have operated for at least 5 full years including the entire 2020 Calendar
Year. The Retail Businesses represented in this FPR are Retail Businesses characterized by a mixture of
different sizes, located in both urban/metro markets and suburban markets and operate in both strip centers
and free-stranding locations.

[Intentionally Left Blank]
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Description of Table 1-B

Table 1-B is the derivation statement for the Gross Sales analysis and reflects the 2020 Calendar
Year historical highest, lowest, average, median and number of Retail Businesses higher than the group
average, on an average annualized basis for the 32 Retail Businesses in each of the four quartiles of Retail
Businesses. This information is calculated for each category within the FPR and does not represent a single
Retail Business across all categories. The table includes the highest and lowest values for all Retail
Businesses included in this FPR. Thus, the lowest and highest numbers may represent annualized results
for different Retail Businesses. The Table reflects the arithmetic mean (average) annual Gross Sales, and
the highest, lowest, median and number and percent of Retail Businesses higher than the average, of Retail
Businesses included in the FPR.

Analysis of 48 Month Gross Sales
Ramp-Up for Franchisee-owned
Retail Businesses Opened after January
1, 2016

Table 2-A sets forth certain historical information of the Gross Sales ramp-up for the first 48 months
of operation for franchisee-owned Retail Businesses which commenced operations after January 1, 2016.
For purposes of this graph, Month 1 is the first full calendar month of operation for the Retail Business.
Since January 1, 2016, only 10 franchisee-owned Retail Businesses commenced operation and all 10 Retail
Businesses are represented in this FPR.

[Intentionally Left Blank]

37
Buddy’s FDD/FDD/03/21
EAST\179323039.5



Table 2-B below the graph provides the numbers that are represented in the graph: the average
Gross Sales for each of the 48 months (see column titled “Average”) and the number of Retail Businesses
which operated during the entire month and whose Gross Sales were factored in when determining the
average Gross Sales for that month (see column titled “Retail Business Count™). The Table provides for
each month the lowest, highest, and median and average Gross Sales for each month and the number of
Retail Businesses during the particular month which exceeded the average Gross Sales and the number of
Retail Businesses which failed to reach the average monthly Gross Sales.

[Intentionally Left Blank]
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Analysis of Average Gross Sales and Expenses
for Company-Owned Retail Businesses in operation
for at least 5 years including the entire 2020 Calendar Year

This FPR contains two Tables. The Tables set forth certain historical information on Gross Sales
and Expenses for company-owned Retail Businesses in operation for at least 5 years including the entire
2020 Calendar Year. As of the end of the 2020 Calendar Year, there were 30 company-owned Retail
Businesses which met the criteria to be included in this FPR. The 30 Retail Businesses reflected in this FPR
were organically developed and operated by the Company. None of these Retail Businesses were acquired
by the Company or any of its affiliates after first operating as a franchised Retail Business. The Tables
reflect the arithmetic mean (average) annual Gross Sales and Expenses, and the highest, lowest, median
and number and percent of Retail Businesses higher than the average, of Retail Businesses included in the
Tables.

Although the company-owned Retail Businesses do not pay a Royalty Fee, Marketing Fee or
Technology Fee to us, the Tables reflect the payment of the Royalty, Marketing Fees (included in the
marketing expenses), and Technology Fees (included within IT expense) that must be paid by franchisees
and are deducted from the Gross Sales to obtain your Gross Profit.

Description of Table 3-A

Table 3-A reflects the historical average annualized Rental Revenue, Other Revenue, Total Cost of
Goods, Gross Profit, Total Expenses, Earnings Contribution, non-cash expenses, Operating Cash Flow and
Free Cash Flow for the top, second, third, bottom and average quartile for 30 company-owned Retail
Businesses represented in this FPR. We report all our financials on an accrual basis. To determine which
Retail Businesses fell in each quartile, we ranked these 30 Retail Businesses based on their annual Gross
Sales and separated into quartiles containing from top to bottom, respectively, 8,7,7,8 and 8 Retail
Businesses. This information is calculated from a mix of mature Retail Businesses, but only Retail
Businesses opened for at least 5 years including during the entire 2020 Calendar Year were included.

[Intentionally Left Blank]
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Description of Table 3-B

Table 3-B are the derivation tables and reflect the historical highest, lowest, average, median and
number and percent of Retail Businesses higher than the group average, on an average annualized basis for
the Retail Businesses in each quartile.

This information is calculated for each category and does not represent a single store across all
categories. They are the highest and lowest values for all Retail Businesses included in that category. Thus,
the lowest and highest numbers may represent annualized results for different Retail Businesses.

[Intentionally Left Blank]
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Notes to the Financial Performance Representations

The following notes provide (i) definitions applicable to the information provided in this Item 19
which are not otherwise defined in the Tables and Graph presented above and (ii) additional information
relevant to this Item 19. You should review these notes in conjunction with the other parts of this Item 19.

We calculated the figures in the Tables above using information that franchisees provided. No
certified public accountant has audited these figures or expressed his or her opinion concerning their
contents or form.

We have found no direct correlation between the annual Gross Sales achieved at a Retail Business
and the Retail Business’ size, location or demographics in the area surrounding the Retail Business,
although cost of operating may vary depending upon whether you operate a Retail Business in a strip-type
center or freestanding building and market conditions in your Territory.

Note 1: Rental Revenue

DEFINED: “Rental Revenue” means is the sum of recurring revenue from renewal payments based
on rates and terms set forth in rental agreements between the franchisee and its customer. Franchisees
determine the lease rates and terms for products and services leased and sold from their Retail Businesses,
although some states have laws governing merchandise lease rates and fees.

Note 2: Other Revenue

DEFINED: “Other Revenue” is derived by adding the following peripheral recurring revenue and
non-recurring revenue a franchisee may earn. “Peripheral recurring revenue” includes waiver fees, club
fees, renewal fees, other fees payable by franchisees under their franchise agreements and tax filing revenue.
“Non-recurring revenue” includes early buyout option fees payable by customers and revenue derived
from the sale of products normally leased by customers on a rent-to-own basis. Franchisees can determine
the retail sales price and other fees for products sold from the Retail Business, and the price for early buyouts
of lease agreements. Some states have laws governing early buyout amounts.

Note 3: Gross Sales

DEFINED: “Gross Sales” means all revenue that is received or otherwise derived from operating
the Retail Business, whether from cash, check, credit or debit card, gift card or gift certificate, or other
credit transactions, and regardless of collection or when the products or services are actually provided in
exchange for the revenue. If a Franchisee receives any proceeds from any business interruption insurance
applicable to loss of revenue at your Retail Business, there will be added to Gross Sales an amount equal
to the imputed gross revenue that the insurer used to calculate those proceeds. Gross Sales does not include
(a) any bona fide returns and credits that are actually provided to customers or (b) any sales or other taxes
that are collected from customers and pay directly to the appropriate taxing authority. Payment provider
fees (i.e., bank or credit card company fees and gift card vendor fees) may not be deducted from the Gross
Sales calculation. Gross Sales are calculated as Rental Revenue plus Other Revenue.
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Note 4: Total Cost of Goods (Total COG)

DEFINED: Total COG is the sum of Cost of Recurring Revenue, Cost of Non-recurring revenue

and Rental Write-down:

e Cost of Recurring Revenue
o WRITE-OFFS

RBV-CHARGEOFFS
CLUB CHARGE OFF
RBV-SKIPS,
STOLENS

o PRODUCT REPAIRS

APPLIANCE REPAIR
FURNITURE REPAIR
ELECTRONIC
REPAIR

SERVICE DEPT
ALLOCATION
JEWELRY REPAIR

o OTHER DIRECT COSTS

Note 5: Gross Profit

COST OF CLUB FEES
OTHER COSTS

CELL PHONE
SERVICES

CASH OVER/SHORT
ALLOWANCES AND
REBATES

SMALL
PARTS/FREIGHT
ACCESSORIES
EXPENSE

DUES

Cost of Non-recurring Revenue
0 RBV-EBO &POS
0 RBV-SOLD UNITS
0 COST OF EMPLOYEE SALES
o BAD DEBTS
Rental Write-down
0 Depreciation

DEFINED: Gross Profit is calculated as Gross Sales less the Total Cost of Goods.

Note 6: Personnel Expense

DEFINED: Personnel is the sum of all Retail Business personnel costs, including:

. COMPENSATION

SALARY-RENTAL
PAYROLL-OVERTIME
BONUS EXPENSE

. FRINGE & OTHER
0] PAYROLL TAXES
o] GRP/DIS INSURANCE
o] WORKERS COMP
INSURANCE

o] EMPLOYEE HIRING COST

o] RELOCATION COSTS
o] PAYROLL PROCESSING
FEES

o] 401K EXPENSE

o] CASUAL LABOR

o] PERSONNEL
DEVELOPMENT

These expenses will vary depending on whether franchisee hires a manager and his/her compensation
program, prevailing wages in the Franchise area, and the types and amounts of non-salary benefits, if any,

provided to employees.
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Note 7: Occupancy Expense

DEFINED: Occupancy Expense is the sum of all leased or owned building expenses, including:

. RENT EXPENSE . REPAIRS/MAINTENANCE
. RENT - CAM CHARGES . PROPERTY INSURANCE
. RENT - STORAGE . DEPR-LEASEHO

. TENANT PROPERTY TAXES . DEPR-EQUIP/FURN/FIXT
. SECURITY . DEPR-SIGNS

o STORE REPAIR COSTS

The Retail Businesses used in this Item vary in size from approximately 3,600 to 13,337 square feet.
Buddy’s lease rate per square foot varies from $5.40 to $19.55, and Buddy’s common area maintenance
charge (C.A.M.) varies from .07 cents to $6.39 per square foot. The cost per square foot in a strip-type
shopping center and freestanding building varies considerably, depending on the location and the market
conditions affecting commercial property.

Note 8: Marketing Expense

DEFINED: You must pay to us a marketing fund contribution in the amount of $175 per week (the
“Marketing Fee”) in accordance with the provisions of the Franchise Agreement. Throughout the Term,
we have the right to increase the Marketing Fee from time to time, provided that the Marketing Fee shall
not exceed 2% of your annual Gross Sales.

Marketing Expense is the sum of all marketing spend. These expenses may include:

. FLYERS PRODUCTION . STORE
SALES/PROMOTIONS

. CONTESTS, AWARDS and
PROMOS

o IN STORE POSTAGE

. Marketing Fee
0 Franchisees pay a marketing
fee by location. Marketing
fees are used to promote the
Buddy’s brand around all
locations.

Note 9: Delivery/Vehicle Expense

DEFINED: Delivery /Vehicle Expense is the sum of all expenses incurred in delivering and picking
up lease inventory, including:

. VEHICLE-FUEL . VEHICLE INSURANCE
. VEHICLE-REPAIRS . VEHICLE LICENSES &
o LEASE VEHICLE COSTS TAXES

o DEPR-VEHICLES . INTEREST-VEHICLE

o CUSTOMER DAMAGE/LOSS FINANCING

Franchisees may participate in Buddy’s fleet leasing or fleet purchasing programs. Cost varies based on
method chosen along with the quantity and size of vehicles ordered. Insurance rates for delivery vehicles
will vary depending on the state and type of area (metropolitan or rural) in which the Franchise is located,
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and the amount and types of insurance coverage you maintain. See Item 7 of the FDD for an estimate of
delivery / vehicle expense.

Note 10: G&A Expense

DEFINED: G&A Expense is the sum of all general and administrative costs including:

. COPIER COSTS . GENERAL LIABILITY

. LOSS RECOVERY INSURANCE

. BULK SUPPLIES . CREDIT CARDS & BANK
. TELEPHONE FEES

. TRAVEL EXPENSES . START UP EXPENSE

. TRAVEL MEALS o LICENSE & TAXES

. COMPUTER EXPENSE o (GAIN)/LOSS ON FIXED

ASSET DISPOSALS

General liability insurance coverage will vary depending on the state(s) in which the Franchise operates,
and the amounts and types of coverage you maintain. See Item 7 of the FDD for an estimate of insurance
costs.

Note 11: IT Fee

DEFINED: IT Fees are charges for hardware, software, networking and support charge by location
based on a given Retail Businesses’ needs.

A typical IT Fee is $900+/- per store per month as noted in Item 6 of the FDD.
Note 12: Royalty Expenses

DEFINED: The standard royalty fee of 6% was added to the expenses so as to be consistent with
the royalty fee percentage paid by franchisees. This will allow the expenses data correlate to the royalty
expense charged to franchisees as noted in Item 6 of our disclosure document.

Note 13: Total Expense

DEFINED: Total expense is the sum of the following items:

. Personnel . G&A

. Occupancy ° IT Fee
. Marketing . Royalty
° Delivery/Vehicle

Note 14: Earnings Contribution
DEFINED: Earnings Contribution is Gross Profit minus Total Expenses.
Note 15: Depreciation Expense

DEFINED: Depreciation is the total of all depreciation of lease.
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Franchisees may elect to amortize intangibles and depreciate lease inventory and fixed assets on a basis
different than what we use.

Note 16: Other Non-Cash Expense

DEFINED: These are the non-cash expenses assessed prior to deriving earnings contribution that
are added back to determine operating cash flow. Other non-cash expenses include:

. Other non-cash COGS
o] RBV-CHARGEOFFS
o] RBV-SKIPS,
STOLENS
o] RBV - EBO & POS
o] RBV - SOLD UNITS
° Depreciation, Amortization,
Gain/loss on FA disposals
o] DEPR-LEASEHOLD
o] DEPR-
EQUIP/FURN/FIXT
o] DEPR-SIGNS
o] DEPR-VEHICLES

0 DEPR-

COMPUTERS/SOFTWARE

0 AMORTIZATION
EXPENSE

0 (GAIN)/LOSS ON
FIXED ASSET
DISPOSALS
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Note 17: RBV Skips and Stolen

DEFINED: RBV Skips and Stolen is the sum of remaining book value of items on a charged-off
agreement. Agreement Charge-offs can occur form many reasons, but typically represent an unrecoverable
account.

Franchisees are responsible for managing collections to minimize charge-offs.
Note 18: Operating Cash Flow

DEFINED: Operating Cash Flow is Earnings Contribution plus Depreciation, RBV Skips and
Stolen, and Other Non-Cash expenses.

Note 19: Inventory Purchases

DEFINED: Net Inventory Purchases is the sum of all lease inventory purchased. These items are
reflected in the month the invoice is paid, not when the merchandise is received.

Franchisees may, but are not obligated to, participate in Buddy’s combined purchasing power, and
purchase inventory from Buddy’s Purchasing Department division for inventory pricing benefits. Buddy’s
Purchasing System provides franchisees with the opportunity to electronically procure and receive
inventory from approved Buddy’s inventory vendors. Franchisees receive reconcilation, product concern,
and purchasing support reducing your back office expense. Participants in the Buddy’s program are billed
once monthly based on invoice pricing and receive 30-60 net terms based on Franchisor’s billing cycle.

Note 20 — Cap Ex

DEFINED: Capital expenditures are low for the subset of Retail Businesses based on their level of
maturity, leased versus owned methodology for both real estate and vehicle procurement, and franchisees
ability to negotiate tenant improvement contribution from the landlord when negoitiating new leases.
Decisions regarding capital expense will be based on the franchisee’s method of procuring its fixed assets
such as buildings, vehicles, equipment or land to operate the business.

Note 21 — Free Cash Flow

DEFINED: Free Cash Flow is Operating Cash Flow minus Inventory Purchases and Capital
Expenditures.

Some outlets have sold or earned these amounts. Your individual results may differ. There
is no assurance that you’ll sell or earn as much.

Written substantiation for the financial performance representations in this Item 19 will be made
available to you upon reasonable request.

This financial performance representation does not reflect the costs of sales, operating expenses or
other costs or expenses that must be deducted from the Gross Sales figures to obtain your net income or
profit. You should conduct an independent investigation of the costs and expenses you will incur in
operating your Buddy’s Retail Business. Franchisees or former franchisees, listed in this disclosure
document, may be one source of this information.
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Other than the preceding financial performance representation, we do not make any financial
performance representations about a franchisee’s future financial performance or the past financial
performance of 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
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 Michael Bennett, Todd Evans, and Jason Mattes, Buddy’s Franchising and Licensing LLC, at
4705 S. Apopka Vineland Road, Suite 206, Orlando, Florida 32819; the Federal Trade Commission; and/or
the appropriate state regulatory agencies.
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