FRANCHISE DISCLOSURE DOCUMENT

ASI Sign Systems, Inc., a Delaware corporation
8181 Jetstar Drive, Suite 100
Irving, Texas 75063
(214) 352-9140
WwWw.asisignage.com

»asi

ASI Sign Systems, Inc. offers a franchise to establish and operate a sign business using the ASI System. The
business will offer products and services including interior and exterior architectural sign solutions, industrial
safety signs, point of purchase signs, directional and identification signs, and digital and electronic wayfinding
solutions and display signs.

The total investment necessary to begin operation of an ASI franchise is $308,500 to $328,500. This includes
$50,000 to $70,000 that must be paid to us or our affiliate. If you own an existing sign business, your investment
may be less.

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

You may wish to receive your disclosure document in another format that is more convenient for you. To
discuss the availability of disclosures in different formats, contact our Director of Franchising, Selwyn
Josset, at the address or telephone number above.

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

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

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

Issuance Date: June 30, 2023
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How to Use This Franchise Disclosure Document

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

to find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | earn?

Item 19 may give you information about outlet
sales, costs, profits or losses. You should also try
to obtain this information from others, like
current and former franchisees. You can find
their names and contact information in Item 20 or
Exhibit F.

How much will | need to invest?

Items 5 and 6 list fees you will be paying to the
franchisor or at the franchisor’s direction. Item 7
lists the initial investment to open. Item 8
describes the suppliers you must use.

Does the franchisor have the
financial ability to provide
support to my business?

Item 21 or Exhibit D includes financial
statements. Review these statements carefully.

Is the franchise system stable,
growing, or shrinking?

Item 20 summarizes the recent history of the
number of company-owned and franchised
outlets.

Will my business be the only ASI
business in my area?

Item 12 and the “territory” provisions in the
franchise agreement describe whether the
franchisor and other franchisees can compete
with you.

Does the franchisor have a
troubled legal history?

Items 3 and 4 tell you whether the franchisor or
its management have been involved in material
litigation or bankruptcy proceedings.

What’s it like to be an ASI
franchisee?

Item 20 or Exhibit F lists current and former
franchisees. You can contact them to ask about
their experiences.

What else should I know?

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

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

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

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

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

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

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

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

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to
register before offering or selling franchises in the state. Registration does not mean that
the state recommends the franchise or has verified the information in this document. To
find out if your state has a registration requirement, or to contact your state, use the agency
information in Exhibits A and B.

Your state also may have laws that require special disclosures or amendments be
made to your franchise agreement. If so, you should check the State Specific Addenda. See
the Table of Contents for the location of the State Specific Addenda.

i
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Special Risks to Consider About This Franchise
Certain states require that the following risk(s) be highlighted:

1. Out-of-State Dispute Resolution. The franchise agreement requires you to resolve
disputes with the franchisor by litigation only in Texas. Out-of-state litigation may
force you to accept a less favorable settlement for disputes. It may also cost more to
mediate, arbitrate, or litigate with the franchisor in Texas than in your own state.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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ITEM1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

To simplify the language in this disclosure document, “ASI” means ASI Sign Systems,
Inc., the franchisor. “You” means the person who buys the franchise. ASI is a Delaware
corporation that was incorporated on January 19, 1988. ASI does business as “ASI” and “ASI
Signage Innovations.” It does not do business under any other names. ASI formerly did business
as ASI-Modulex and ASI Sign Systems. ASI’s principal place of business is 8181 Jetstar Drive,
Suite 100, Irving, Texas 75063.

ASI’s agents for service of process are disclosed in Exhibit B.

ASI’s Business

ASI currently offers franchises using the ASI System (the “System”) which offers you the
techniques, know-how, information, equipment, computer software, training, materials, supplies,
and business and marketing formats that will enable you to market signs; to obtain from qualified
sources finished signs and other products, materials, and consumable supplies; and to effectively
conduct a sign business as a franchised dealer/producer. The System also includes the right to use,
in appropriate ways, certain proprietary marks of ASI (listed in Item 13), to use proprietary
computer software, and to market and sell certain signs for which patents have been granted and
have been licensed to ASI. ASI operates, directly or through subsidiaries, sign businesses similar
to the type that you will operate.

Parents, Predecessors and Affiliates

Wolfe Capital Partners LLC (“Wolfe”) is the parent of ASI. Wolfe’s principal place of
business is 8181 Jetstar Drive, Suite 100, Irving, Texas 75063. ASI was a wholly owned subsidiary
of Modulex Inc. until Wolfe entered into an agreement with Modulex Inc. on May 2, 2008,
whereby Wolfe acquired the outstanding stock of ASI. Modulex Inc. is a wholly-owned subsidiary
of MODULEX A/S of Denmark, a subsidiary of Kirkbi A/S, a division of the LEGO Group.

Pursuant to an agreement entered into on January 22, 1988 (the “TIP Agreement”), as
amended, between ASI and TIP Marketing Inc., a Delaware corporation formerly known as ASI
Marketing Inc. (“TIP”), ASI acquired on February 4, 1988 substantially all of the assets of TIP,
including the assignment of all existing franchise contracts, the name “ASI Sign Systems,”
goodwill, trademarks, patent rights and other assets relating to the System.

ASI is the successor in interest to TIP’s franchise business pursuant to the terms of the TIP
Agreement, and ASI has been offering new franchises since May 1988. From 1992 until about
June 1993, ASI operated a franchise in Santa Monica, California. From May of 1998 until July of
2000, an affiliate of ASI owned and operated a franchise in Nashville, Tennessee of the type being
franchised. In July of 1999, Modulex Inc. purchased a franchise in New York, New York, which
it sold in about October of 2004, and in May of 2001 Modulex Inc. purchased an additional
franchise in Atlanta, Georgia, which it sold in or about October of 2004. Neither ASI nor TIP, nor
any of TIP’s predecessors, has ever offered franchises in other lines of business.

ASI has no other affiliates required to be disclosed in this Item 1.

1
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The Franchise

ASI grants franchises giving franchisees the license and right to operate a sign business
using the System. The terms of the grant of this license are embodied in an agreement between
ASI and the franchisee, a copy of which is attached to this disclosure document (the “Franchise
Agreement”).

The market for the products and services offered by ASI franchises is well developed and
competitive. ASI’s products and services are sold to a large variety of customers, including
commercial businesses and the government, either by you directly or through specifiers such as
architects and designers. The market for the System is international in scope and includes interior
and exterior architectural sign solutions, industrial safety, point of purchase, directional,
identification, digital and electronic wayfinding solutions, and display signs. The sales are not
seasonal. You will be in competition with other ASI franchised businesses, ASI’s Global Branding
Services Division, ASI’s Global Services Group (“GSG”), national and regional chains, and small,
localized businesses that offer similar products and services.

Your business will be subject to federal, state, and local laws and regulations (including
zoning requirements) that are applicable to businesses generally, such as the Americans with
Disabilities Act and the Occupational Safety and Health Act. Your business may be subject to
various state and local laws and ordinances pertaining to signage. However, ASI is not aware of
any regulations unique and specific to the industry in which your franchise business will operate.

ITEM 2
BUSINESS EXPERIENCE

Chief Executive Officer: James Wolfe

James Wolfe has served as ASI’s Chief Executive Officer in Dallas, Texas since May 2008.
From April 2012 until April 2023, Mr. Wolfe also served as President of ASI in Dallas, Texas. He
is also the sole owner of Wolfe Capital Partners, LLC since its inception in May 2007. Mr. Wolfe
served as Managing Partner of Red River Ventures from 2002 to May 2008.

President: William Silas Bass

William Silas Bass has served as ASI’s President in Dallas, Texas since April 2023. From
April 2017 until April 2023, Mr. Bass served as ASI’s Director of Global Branded Services in
Dallas, Texas.

Vice President of Affiliate Services: Selwyn Josset

Selwyn Josset has served as ASI’s Vice President of Affiliate Services in Dallas, Texas
since May 2012. From January 2009 until May 2012, Mr. Josset served as ASI’s Director of
Franchising.
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ITEM3
LITIGATION

No litigation information is required to be disclosed in this Item.

ITEM 4
BANKRUPTCY

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

ITEMS
INITIAL FEES

You must pay an initial franchise fee (the “Initial Franchise Fee”) comprising a License
Fee (the “License Fee) and a Territory Fee (the “Territory Fee”), both of which shall be due and
payable upon execution of the Franchise Agreement. The License Fee is $45,000 and is for the
right and license to operate a franchise, the initial training and support, and includes the software
licenses set forth in Article VI of the Franchise Agreement. In addition, you must pay a Territory
Fee between $5,000 and $25,000 based on the size of the franchise territory listed in Exhibit A to
the Franchise Agreement. The Territory Fee is $500 for each 100,000 in population, or portion
thereof, included in the franchise territory, based on the latest census information available from
the U.S. Census Bureau, or if not available from the U.S. Census Bureau, from the latest official
census data available, up to a maximum of $25,000.

ASI has, in some cases, granted a rebate against the License Fee if the prospective
franchisee is already familiar with the System and therefore no training is required by ASI. ASI
has also significantly reduced, or waived, the License fee and Territory Fee for existing franchisees
acquiring additional franchises. After you pay the Initial Franchise Fee, it is non-refundable under
all circumstances unless ASI, in its good faith judgment, determines during the course of your
training program, or within 15 days after the completion of your training, that you have not
satisfactorily demonstrated the aptitude, abilities, or personal characteristics necessary or desirable
to successfully operate a sign business in accordance with the standards and procedures of the
System and as a franchisee of ASI. In that event the Franchise Agreement will be canceled and
the Initial Franchise Fee refunded.

ITEMG6
OTHER FEES
Type of Fee Amount Due Date Remarks
Service Fee Flat fee of $3,250 per The last day of each Franchise territory means the
month per franchise calendar month “Area” as described in Exhibit
territory. following the month | A of the Franchise Agreement.
in which the service
fee was incurred.
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be required to maintain
the i2 CRM software
provided by
Mothernode, Inc., and
will pay a fee of $80
per month per user for
access to the software.
(Note 1)

Type of Fee Amount Due Date Remarks
Information Franchisees who elect As agreed to with This fee is payable to
Technology to use the i2 CRM will | Mothernode, Inc. Mothernode, Inc.

(See Note 1)

Email Accounts

$6.00 per month per e-
mail account.

The last day of each
calendar month for
the preceding month.

Provision, use, and maintenance
of asisignage.com e-mail
accounts.

and Expenses

Online Order Franchisees who elect The last day of each The use of OOS and GAM by
System (OOS) | to use our OOS or calendar month franchisees is optional.
and Global GAM system, or both following the month
Account of them, must pay a in which the fee was
Management monthly fee of $250. incurred.
(GAM) Franchisees who use
our OOS also must pay
a monthly fee of $5.00
per customer account
managed on OOS.
Transfer $10,000 to reimburse Before consummation | This includes the costs of
ASI for its costs and of transfer. investigating and approving the
expenses in connection transferee and legal fees for the
with the transfer unless preparation of all documents
such costs exceed necessary to effectuate the
$15,000, in which case transfer.
the fee would be the
actual costs up to a
maximum of $20,000.
On-Going $250 per trainee for on- | As incurred. 60 day notice should be given
Training going Sign 101 training by you to Director of Training
conducted at ASI in order to schedule a Sign 101
Corporate office or at training session. You must pay
Franchisee location. travel and living expenses for
There is no fee if yourself and any of your
Franchisee attends personnel attending the training.
training in an online
forum.
Additional Varies. As incurred. ASI reserves the right to offer
Training Fee additional training courses

where attendance may be
mandatory and there may be an
additional fee. You must also
pay travel and living expenses
for yourself and any of your
personnel attending the training.
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Presentations
conducted by your
certified staff, a flat fee
of $10 per will be
charged for each
certificate issued and
submission made to the
AlA for CEU for
participants.

Type of Fee Amount Due Date Remarks
AIA-CEU A flat fee of $500 plus | As incurred. This fee includes submission of
Certification a fee of $50 per credentials of successful
Program candidate will be trainees to the AIA. This
assessed to hold a program is optional. If such
session to train and training
certify individuals for occurs at the ASI Corporate
AIA CEU offices, you must pay travel and
presentations. The total living expenses for yourself and
fee will be split equally any of your personnel attending
amongst the trainees. the training.
There is no fee if the If the training occurs at your
Franchisee attends the location, you must pay all the
training in an online travel and living expenses of the
forum. Corporate Trainer conducting
the training.
For all subsequent AIA | As incurred. This program is optional.

Indemnification

Cost of liability plus
reasonable attorneys’
fees and costs.

Upon demand.

You must indemnify and hold
harmless ASI and certain other
indemnified parties from losses
and damages resulting from the
operation of your business.

Insurance

Cost of insurance
policies.

As incurred.

You are required to maintain in
full force throughout the term
such insurance coverages as are
specified in the Franchise
Agreement. If you fail to do so,
We can procure the insurance
policies and obtain
reimbursement from you.

Renewal

Equal to the lesser of
$5,000 and the actual
out of pocket costs
incurred by ASI for the
renewal. If you are
renewing multiple
franchises at the same
time, the fee for each
additional franchise
renewal is $1,500.

At the end of the
initial 5 year term, if
all renewal
conditions, including
payment of the
renewal fee, have
been satisfied, you
will be able to renew
the franchise for an
additional term of 5
years.

You are required to purchase or
license any software,
machinery, equipment, or
inventory at 100% of the normal
price charged to new franchises
if you do not already possess
them and ASI deems such items
essential to the operation of the
System at the time of renewal.

4865-3850-1733.9
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Type of Fee

Amount

Due Date

Remarks

National,
Global, and
Government
Account Sales

ASI reserves the right,
through its Global
Branding Services
(“GBS”) division and
Government Services
Group (“GSG”)
Initiative to engage
potential clients whose
scope of work is
submitted via certain
government contracts
or is of a global or
national nature which
work is either too large
or too complex for a
local franchise to
successfully complete.

Will vary subject to
agreement with you
on a case by case
basis.

In all such cases, ASI will
communicate the sales
opportunity to you in the
territory concerned prior to
engaging the prospective client.
For sales via the GSG Initiative,
you will have an opportunity to
participate in such sales on the
terms and conditions in the GSG
Initiative Amendment to the
Franchise Agreement. For other
sales opportunities, ASI may
agree to the payment of a
commission to the franchise in
whose territory the opportunity
exists in the event that the
opportunity successfully results
in an order.

amount.

applied if any fees or
payments are not
received by ASI
within 10 days after
the due date. Late
charges are payable
on demand.

Interest 1.5% per month, but Interest will begin Interest calculated from the due
Charges will not exceed the accruing when any date until the date received.
maximum rate allowed | fees or payments are
under applicable law. not received by ASI
within 10 days after
the due date. Interest
is payable on
demand.
Late Charges 5% of the past due Late Charges may be
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Type of Fee Amount Due Date Remarks

Audits ASI will pay for an 15 days after notice The Franchise Agreement
audit conducted not from ASI. requires you to periodically
more than once per submit to ASI certain reports
fiscal year, but you will and financial statements in
reimburse ASI for the certain formats. ASI has the
cost of any audit in right to audit your reports,
which you financial statements and
underreported Gross financial books and records. If
Sales by 5% or more. the audit discloses an
(Note 2) understatement of 5% or more

of your Gross Sales for any 12
month period, you are required
to reimburse ASI for the fair and
reasonable cost of the audit
disclosing the understatement,
including the charges of any
independent accountant hired by
ASI and the travel expenses,
room and board, and
compensation of ASI’s
independent accountant and
employees necessary to conduct
such audit, and ASI may
conduct another audit in the
same fiscal year. You will also
pay all fees found due and
owing to ASl, plus interest at
the maximum rate permitted by
law.

The above table lists the fees or other costs which you must pay to ASI, or which ASI may
impose or collect on behalf of a third party, in whole or in part. None of these fees are refundable
under any circumstances. All fees are uniformly imposed and are collected by, and payable to,
ASI, unless otherwise indicated. ASI reserves the right to require franchisees to pay monthly fees
via ACH transfer, credit card, and other electronic payment methods.

Note 1

If you elect to use the i2™ system, an Information Technology fee for access to the i2™
system will paid to Mothernode, Inc. in the amount of $80 per month per user. Mothernode, Inc.
is the developer of the i2™ system. James Wolfe, CEO of ASI Sign Systems, Inc., is a majority
shareholder in Mothernode, Inc.

Note 2

Gross Sales means total sales, whether for cash or credit, made by you from your business,
including sales of merchandise and services of any kind, installation, maintenance, and design
services, less: (i) your revenues derived from sales tax, shipping, crating, reimbursement of permit
fees, and sales to other ASI franchisees; and (ii) refunds, returns, and rebates by you.
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ITEM7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Type of Expenditure Amount Method of When Due e Whom
Payment Payment is to be
Made
License Fee $45,000 Lump Sum | Signing of Franchise Franchisor
Agreement
(Note 1)
Territory Fee $5,000 to Lump Sum | Signing of Franchise Franchisor
$25,000 Agreement
(Note 1)
Office Equipment, $52,000 As Incurred | As Incurred Suppliers
Computers, Other (Note 2)
Hardware and Software
Furniture $25,000 As Incurred | As Incurred Suppliers
(Note 3)
Real Estate $37,000 As As Required by Landlord
(Note 4) Arranged | Lease
Additional Funds — $120,000 | AslIncurred | As Incurred Employees,
6 Months (Note 5) Suppliers
Training Cost $12,000 As Incurred | As Incurred Franchisor
(Note 6)
Initial Marketing $12,500 As Incurred | Within 30 days of Suppliers
Program (Note 7) opening
Total $308,500-
$328,500
NOTES:

Note 1: You are required to pay the Initial Franchise Fee comprising the License Fee and
the Territory Fee. The License Fee is $45,000 and is for the right and license to operate a franchise,
the initial training and support, and includes the software licenses set forth in Article VII of the
Franchise Agreement. In addition, you must pay a Territory Fee based on the size of the franchise
territory listed in Exhibit A to the Franchise Agreement. The Territory Fee is $500 for each
100,000 in population, or portion thereof, based on the latest census information available from
the U.S. Census Bureau, or if not available from the U.S. Census Bureau, from the latest official
census data available, included in the franchise territory up to a maximum of $25,000. The Initial
Franchise Fee and Territory Fee are payable upon the signing of the Franchise Agreement.
However, in certain circumstances, ASI makes available a financing package, described in Item
10 of this disclosure document, under which you may pay 50% of the Initial Franchise Fee portion
upon the execution of the Franchise Agreement, with the balance paid over a two year period.
Assuming an interest rate of 13.25% per annum (see Item 10), your quarterly payments, including
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interest, for the financed portion, which ranges between $25,000 - $35,000, would range between
$3,575 and $5,005.

The Initial Franchise Fee is non-refundable under all circumstances, unless ASlI, in its good
faith judgment, determines during the course of your training program, or within 15 days after the
completion of your initial training, that you do not have the personal characteristics necessary or
desirable to successfully operate a sign business in accordance with the standards and procedures
of the System.

Note 2: You must purchase certain office equipment, computer equipment, and software
listed in detail on Exhibit B-1 to the Franchise Agreement at a cost of approximately $52,000
which you are expected to purchase from outside vendors to the extent you do not already own
such equipment and software.

Note 3: You must purchase furniture for your offices estimated at $25,000.

Note 4: You must operate suitable premises approved by ASI. Typical locations will be
in commercial or light industrial areas. Approximately 2,500 square feet of space is adequate for
franchise operations, and the estimate of $37,000 for six months’ rent is based on 3,500 square
feet at $30 per square foot in annual rent. Rental obligations will vary depending on factors such
as size, condition, and location of premises. Costs for some leasehold improvements are included
in the estimate of operating capital required for the first six months of operation (Note 5).

Note 5: The estimate of operating capital required is $120,000 for the first six months of
operation, and includes the cost of wages for employees, utilities, security deposits, equipment,
leasehold improvements, insurance, and a source of cash on hand.

Note 6: Initial training is provided at no charge to you. In all cases, travel and living
expenses for you and your personnel attending training must be borne and paid for by you. Travel
and living expenses for the initial training are estimated to be $6,000 per person. ASI strongly
recommends that you and another principal employee attend all training sessions. Additional
training programs are offered over the term of the franchise and some may be mandatory

Note 7: You must carry out a specific Initial Marketing Program as detailed in the
Operations Manuals. This Initial Marketing Program must be completed within one month after
you begin operations, but in no event later than 210 days after the signing of the Franchise
Agreement. See Item 11.

ITEMS8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

ASI will offer to provide to you the OOS and GAM software licenses described in Article
VIl of the Franchise Agreement and Item 6 of this disclosure document. You must purchase
certain computer equipment and software listed in detail on Exhibit B-1 to the Franchise
Agreement, which you are expected to purchase from outside vendors to the extent that you do not
already own such equipment and software.
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The 2™ custom software is provided to franchisees upon payment of the License Fee
described in Items 5 and 7. Our Chief Executive Officer, James Wolfe, owns a majority interest
in Mothernode, Inc. (“Mothernode™), which is the sole designated supplier of the i2™ custom
software that franchisees may elect to use. There are no other approved suppliers in which any of
ASI’s officers own an interest.

You have no obligation to purchase or lease products or services from ASI or a designee
of ASI; however, ASI does offer to sell to its franchisees letterhead, business cards, other stationery
products, access to the OOS and GAM software, and promotional items meeting ASI Brand
Guidelines requirements; ASI’s designee Mothernode offers to sell ongoing access to the i2™
software.

To maintain the high standards of quality associated with the System, you must purchase
all stock products, made-to-order products, and consumable supplies (“Products”) necessary for
use in the supply of all items identified with the System (excluding installation or design services)
or proprietary marks of ASI from “Acceptable Suppliers” as listed on Exhibit C to the Franchise
Agreement, which ASI may modify. Acceptable Suppliers are those that offer products and
services that meet or exceed the quality and service standards for the System.

If you desire to purchase from other than Acceptable Suppliers, you or the proposed
supplier must submit a written request to ASI for the proposed supplier to become an Acceptable
Supplier. ASI will then investigate the business capabilities of the prospective supplier, and the
products or supplies for which approval is sought. Prospective products and supplies must
demonstrate to the continuing reasonable satisfaction of ASI that it has the ability to meet ASI’s
current standards and specifications, including fair and ethical business practices. We are not
required to make more detailed criteria for designating or approving Acceptable Suppliers
available to you. ASI reserves the right to limit the number of Acceptable Suppliers and to
withhold approval of suppliers it deems to be significant competitors.

ASI has the right to require a prospective supplier, at the supplier’s expense, to furnish to
ASI representative samples of its products along with any other information and data ASI may
reasonably require to assure that the supplier’s products comply with the above standards.
Approval is revocable if the products, supplies, or services fall below the standards on which
approval was granted. You will be notified in writing upon the approval or the revocation of
Acceptable Suppliers. There is no time limit provided in the Franchise Agreement within which
ASI is required to complete its review of a proposed supplier, however, ASI typically accepts or
rejects proposed suppliers within 90 days after the receipt of all pertinent data, product samples
and other information necessary to evaluate the particular supplier.

Products not meeting ASI’s standards of quality, performance, and aesthetic characteristics
may be supplied by you on projects where specifications so require and have been prepared
independently of your control, such as competitively bid supply contracts, but such products may
not bear ASI’s trademark or be represented as ASI products.

ASI negotiates purchase agreements with suppliers (including price terms) for the benefit
of franchisees and to promote the overall interests of the System and our interests as the Franchisor.
We are not required to negotiate purchase arrangements. We do not provide material benefits to a
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franchisee based on a franchisee’s use of designated or approved sources; however, a franchisee
who does not use such sources may be in breach of the Franchise Agreement. ASI has entered
into special “Alliance Partnership” agreements with certain Acceptable Suppliers listed on Exhibit
C of the Franchise Agreement.

Neither ASI nor its affiliates has derived any revenue from purchases made by franchisees
from Acceptable Suppliers or Alliance Partnership, but ASI reserves the right to enter into
arrangements in the future that would result in ASI deriving revenues. If ASI were to derive such
revenues, the fee payable to ASI from such arrangements would not be more than 5% of such
supplier’s gross sales to ASI franchisees.

Required purchases from approved or designated suppliers will represent approximately
60% to 90% of your overall purchases in establishing your business, and approximately 60% to
90% of your overall purchases in operating your business.

ASI has no purchasing or distribution cooperatives.

ITEMY
FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise and other agreements.
It will help you find more detailed information about your obligations in these agreements
and in other items of this disclosure document.

FRANCHISEE’S OBLIGATIONS

Obligation Section in Franchise Disclosure
Agreement Document Item

a.  Site selection and acquisition/lease 1.1 Iltems 6 and 11

b.  Pre-opening purchases/leases 2.1(d), 3.7 Item 8

c.  Site development and other pre-opening 11,34 Iltems 6, 7, 11, and
reguirements 12

d. Initial and ongoing training 2.1(a), 2.2(f) Iltem 11

e.  Opening 1.2(a), 2.1,3.2 Item 11

f.  Fees 1.3,15,1.6,3.10,3.11 | Items5and 6

g. Compliance with standards and 3.14, 2.1(c) Item 11
policies/Operating Manual

h.  Trademarks and proprietary information 39,41 Items 13 and 14

i.  Restrictions on products/services offered 3.7,3.8 Item 16

j.  Warranty and customer service requirements Not Applicable

k. Territorial development and sales quotas 1.3(c) Item 5

I.  Ongoing product/service purchases 3.7,3.8 Item 8

m. Maintenance, appearance, and remodeling 33,34 Item 11
requirements

n.  Insurance 3.6 Items 6 and 8

0. Advertising 3.2 and Exhibit B-3 Iltems 6 and 11

p. Indemnification 3.6 Item 6

g.  Owner’s participation/management/staffing 3.5 Items 11 and 15
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Obligation Section in Franchise Disclosure
Agreement Document Item
r.  Records/reports 14,311 Item 6
s.  Inspections/audits 1.4,3.11 Items 6 and 11
t. Transfer 3.10,6.5, 8.9 Item 17
u. Renewal 1.2 Item 17
v. Post-termination obligations 6.3 Item 17
w. Non-competition covenants 3.11 Item 17
X.  Dispute Resolution 8.1 Iltem 17
ITEM 10
FINANCING

The Initial Franchise Fee, which comprises the License Fee and the Territory Fee, is
payable upon execution of the Franchise Agreement, the form of which is attached as Exhibit E.
In certain circumstances, ASI makes available a financing package and, if you choose to obtain
financing through ASI, the Initial Franchise Fee is payable as follows: 50% of the Initial Franchise
Fee is due and payable upon execution of the Franchise Agreement, and the balance is payable
pursuant to a secured promissory note, substantially in the form attached to the Franchise
Agreement as Exhibit G (the “Note”), bearing interest at a rate equal to 5% above the rate charged
by JPMorgan Chase, Dallas, Texas, to its most credit worthy commercial customers on the date of
the execution of the Note. (Franchise Agreement Section 1.3(b) and Note Paragraph 1) On June
1, 2023, JPMorgan Chase’s “prime rate” was equivalent to an annual percentage rate (APR) of
8.25%. The Note is fully amortized and payable in 8 equal quarterly installments, with the first
payment due 90 days after the execution of the Note. (Franchise Agreement Section 1.3(b) and
Note Paragraph 2) The principal balance of the Note may be prepaid at any time without any
prepayment penalties. (Note Paragraph 2) The Note will be secured by the franchise, a collateral
assignment of your interest in the Franchise Agreement, and all equipment, machinery, fixtures,
supplies, and inventory located at or pertaining to the franchise. (Security Agreement Section 2)
A form of security agreement is attached to the Franchise Agreement as Exhibit F. The security
interest created under the security agreement also guarantees all of your obligations under the
Franchise Agreement, together with any future advances of monies that the Franchisor may give
you for your business locations.

Under the terms of the Note, you agree that you waive, and are therefore not entitled to
receive, any notice except as specifically provided for in the Note. (Note Paragraph 6) Under the
terms of the Security Agreement, you waive any right to, and therefore may not, force ASI to sue
or take other legal action against any person, or sue or take other legal action against any property
or take payment out of any collateral, or pursue any other remedy in ASI’s power. You also waive,
and are therefore not entitled to raise against ASI in the event that ASI sues you to collect on the
Note or to enforce its rights under the Security Agreement, (i) any defense of disability, (ii) any
defense of any other person or (iii) any defense that any other person who was liable to ASI on the
same obligation is no longer liable to ASI. (Security Agreement Section 10)

If you default under the Note, ASI may declare the remaining principal balance
immediately payable, plus ASI’s costs and out-of-pocket expenses (including reasonable fees and
disbursements of counsel) to collect. (Note Paragraph 4(b) and Security Agreement Sections 7
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and 8) In addition, under the terms of the Security Agreement, ASI may foreclose on the collateral
securing the Note (Security Agreement Section 7), and either sell it (Security Agreement Section
7) or retain it in satisfaction of your debt to ASI (Security Agreement Section 7). If you fail to
meet your payment obligations to ASI, ASI may also terminate your Franchise Agreement.
(Franchise Agreement Section 6.1(B))

ASI has no past practice, and no present intention, to sell, assign, or discount to a third
party, any note, contract, or other instrument executed by you.

If you arrange your own financing elsewhere, ASI will not receive any payments from any
person offering financing or arranging for financing, and ASI will not guarantee any notes, leases
or other obligations incurred by you.

ITEM 11
FRANCHISOR’S ASSISTANCE, ADVERTISING,
COMPUTER SYSTEMS, AND TRAINING

Except as listed below, ASI is not required to provide you with any assistance.

Before you open your business, ASI will provide you with the following:

1. Designate your Territory (Franchise Agreement - Section 1.1(b) and Exhibit A).

2. Provide you and your selected personnel with training (Franchise Agreement -
Section 2.1(a)).

3. Provide you on-line access to Operations Manuals. The Operations Manuals are
confidential and remain the property of ASI. ASI may modify these manuals, but the modifications
will not be an unreasonable economic burden to you, nor alter your rights and obligations under
the Franchise Agreement (Franchise Agreement - Section 2.1(c)).

4, Make available to you a representative of ASI to provide opening assistance before
you start operations under the System (Franchise Agreement - Section 2.1(b)).

During the operation of your business, ASI will provide you with the following:

1. Furnish you with information regarding improvements, revisions, and additions to
the System, including with regard to new product or process developments and notices of revisions
to the on-line Operations Manuals and Acceptable Supplier list (Franchise Agreement - Sections
2.2(a)).

2. Provide you with assistance and counsel with regard to new product and process
developments and improvements concerning the operation and management of your sign business
according to the system (Franchise Agreement - Section 2.2(b)).

3. Market and promote the products and services available through ASI and from the
franchisees. (Franchise Agreement — Section 2.2(c)).
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4.  Sell you revised and current brochures of services and products available through
ASI (Franchise Agreement - Section 2.2(e)).

5.  Provide reasonable administrative support to a Franchise Advisory Council
(Franchise Agreement - Section 2.2(g)).

6. Make available to you revisions to the current list of Franchisor approved and
recommended manufacturers and suppliers (Franchise Agreement - Section 2.2(d)).

7. Offer additional training courses at a location to be determined. Attendance at such
courses may be mandatory and there may be an additional charge. In all cases, you must pay for
all travel and living expenses for yourself and any of your personnel attending training (Franchise
Agreement -Section 2.2(h)).

ASI is contractually obligated to provide advertising and/or other marketing and
promotion. As of the date of this disclosure document, there is no policy in effect with regard to
the manner, form, scope, or timing of advertising, marketing, or promotion, either before or after
the opening of the franchised business. You may place your own advertising, if it has been
approved by ASI as to form and content prior to placement, and you must use only the name ASI
for your business. In the past, ASI has placed advertisements in nationally circulated publications,
conducted public relations campaigns, and participated in trade shows.

There is no franchisee advertising council that advises ASI on advertising policies. ASI
does not have any contractual right to require purchasing cooperatives to be formed, changed,
dissolved or merged. There are no local or regional advertising cooperatives. ASI does not have
the contractual right to require your participation in any advertising cooperatives.

You are required to own or purchase a computer system and certain software from outside
vendors for the operation of your business, which is in addition to the software provided by ASI
as part of the initial License Fee. The estimated cost of the computer system, including laptop,
printer, software, and copier, is $52,000.

The software that is provided as part of the initial Licensee Fee is i2™ custom software
(business management software, including contact manager, pricing, quote preparation, order
entry, and production management) and is provided by ASI’s designee, Mothernode, Inc. The
monthly fee for ongoing access to the i2™ custom software is $80 per month per user. 1f you elect
to use an alternative customer relations management system or enterprise resource software in
accordance with the terms of the Franchise Agreement, you may have additional startup costs as
determined by the vendor you select.

ASI’s Operations Manuals are maintained on-line and are made available to franchisees.
Prospective franchisees are invited to inspect the on-line Operations Manuals in ASI’s
headquarters before purchasing a franchise. The current Table of Contents of the Operations
Manuals is attached as Exhibit C to this disclosure document.

You are not specifically required by the Franchise Agreement to upgrade your computer
system hardware or software or incur any additional hardware or software costs. There are no
optional or required maintenance, upgrading, or support contracts. However, ASI does have the
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right to modify the Operations Manuals, which may mean that you must purchase additional
hardware and/or software to meet the new requirements, but ASI may not require you to make any
additional purchases that would be an unreasonable economic burden on you. If you renew your
Franchise Agreement, you will have to upgrade your computer hardware and software to the then
current requirements for new franchisees if your operation does not already meet those standards.

ASI will have independent access to information or data electronically collected by you.
There are no contractual limitations on ASI’s rights to access this information, but ASI may not
use this information to gain a competitive advantage over you while you are an ASI franchisee.

The franchise is granted for a specific location only, selected by you. Before you begin
operations, you must submit your proposed location to ASI for approval. There is no time specified
in the Franchise Agreement for ASI to respond to your proposed location, but ASI’s policy is to
decide on the suitability of a location within 30 days from the date on which you notify ASI of the
proposed location. In reviewing your proposed location, ASI considers factors such as the
suitability of the location and the facility for conducting your business operations, accessibility to
your market, and zoning regulations. There is no provision in the Franchise Agreement for
refunding the Initial Franchise Fee if you do not propose a location acceptable to ASI.

Not enough franchises have been granted to permit ASI to approximate, from experience,
the length of time between the signing of the Franchise Agreement or the payment of any
consideration for the franchise and the opening of your business. The Franchise Agreement
provides, however, that you agree to initiate operations under the franchise within 180 days
following execution of the agreement. Factors affecting the length of time include obtaining a site,
completing appropriate renovations, obtaining needed financing, installing equipment, and
completing required training.

ASI will provide you with a minimum of 12 days of training at ASI’s principal offices,
and/or at another location as ASI may reasonably designate before you start operations. The format
will include classroom instruction, web based sessions, self-paced activities, practical application
and on-the-job practice. The key objectives of the training program are:

1. To provide you with basic skills in marketing, sales, order processing, assembly
signage business operations, and administration.

2. To prepare you to secure new business, service reorder business, and establish
yourself as a source in your area for quality sign products, service, and information.

The following is a summary of our Initial Training Program, which is spread over a three
week period. Sometimes, more or less hours of training will be provided on a particular day to
accommodate schedules of instructors and participants.

TRAINING PROGRAM

Subject Hours of Classroom Hours of On the | Location

Training Job Training
Sign 101 32 Dallas, TX or online
ASI Exterior Training 6 Dallas, TX or online
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Subject Hours of Classroom Hours of On the | Location

Training Job Training
Fundamentals of Sales Training | 12 Dallas, TX or online
Project Management Basics 20 Dallas, TX or online
Software training 40 Dallas, TX or online
Total Hours 110

You, or your designated personnel acceptable to ASI, must complete the above training
programs to the satisfaction of ASI between the time the Franchise is granted and the time you
start operations, which may not exceed 180 days after the agreement is signed, and preferably at
least 30 days before you start business. However, if in ASI’s opinion you already possess the
experience, knowledge, and skills to run a sign business, ASI may, at its discretion, modify your
training to include subjects only pertinent to ASI and not the signage business in general.

The initial training is provided at no additional charge. You must pay for all travel and
living expenses for yourself and any of your personnel attending training.

In order to receive the grant of a franchise, you, or your personnel designated by you and
approved by ASI, must successfully complete the training program, subject to the modification
above pertaining to franchisees who already have knowledge and experience in the signage
business. If during the course of the training program, or within 15 days thereafter, ASI concludes
that you (or your designated personnel) have not exhibited the aptitude, abilities, or personal
characteristics necessary or desirable to successfully operate a sign business in accordance with
the standards and procedures of the System, ASI may cancel the Franchise Agreement and all
rights thereunder, but ASI must refund your initial payment.

ASI may offer additional training courses at a location or locations to be determined.
Attendance at such courses may be mandatory and there may be an additional charge for such
training. You must pay for all transportation and living expenses regarding such training.

The training is conducted by personnel of ASI’s training department under the supervision
of Elizabeh Kelly. Ms. Kelly has conducted this training for ASI for 6 years. She has been ASI’s
Director of Corporate Education Services since May 2017. Prior to joining ASI, Ms. Kelly was
responsible for training and safety at Royal Caribbean Cruise Line from 2000-2014. Training may
be supplemented by instruction from ASI franchisees. The franchisees we may use will have at
least seven years’ experience operating an ASI business and will provide instruction on operational
aspects of the business only. Training materials will consist of the Operations Manuals, Corporate
Brand Guidelines and Acceptable Suppliers list.

In addition to the Initial Training, ASI will provide you with assistance in developing and
implementing a sales and marketing strategy. The elements of this strategy include:
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Type of Activity Date of Activity

Marketing and sales review A date will be determined no later than a month after the signing of the
Franchise Agreement to outline a local marketing and sales strategy.

Market Planning Development of marketing and sales strategy to successfully target and
penetrate market area.

Program review Outline activities plan that includes direct marketing and sales
programs supported by ASI. Identify applicable programs and outline
how to participate in the programs.

Market Analysis Discovery of current market penetration and identification of core
market segments and stakeholders within the marketplace.

You are required to conduct an Initial Marketing Program, which must be completed within
1 month of commencing operations or within 7 months of signing the Franchise Agreement,
whichever is sooner. (Franchise Agreement — Section 3.2 and Exhibit B-3). Under the Initial
Marketing Program, you will conduct an e-mail campaign advising key persons in the architectural
signage market of the fact that you have become an ASI franchisee. Also, with the assistance of
ASI’s marketing department and using ASI’s Marketing on Demand software, ASI will create an
appropriate postcard size mailing piece that will be part of a focused direct mailing campaign. ASI
will also craft, with your input, press releases and public relations articles for submission to local
media and business journals. As part of the Initial Marketing Program, ASI will, together with
your personnel, plan and facilitate at your location a Grand Opening. All Initial Marketing
Program initiatives will directly guide all recipients to your ASI website at www.asisignage.com.

In addition, ASI will provide an ASI staff member for up to 10 days at your business
location to provide start up assistance and for the purpose of ensuring that all equipment is in
working order, preparing you and appropriate employees to start operations, and to reinforce the
Initial Training. That staff member will also assist you in your territory in conducting an intensive
local sales campaign.

Note: Franchisor reserves the right to fulfill the training, start up and support obligations
outlined above by providing various combinations of staff members and actual days of support;
for example, one (1) staff member for ten (10) days, or two (2) staff members for five (5) days.

ITEM 12
TERRITORY

You have the right to operate a sign business according to the System within a territory
(the “Territory”) as designated by state and/or county boundaries on Exhibit A to the Franchise
Agreement for a period of 5 years starting on the date of execution of the Franchise Agreement.
You may not change the location of the franchise location without ASI’s prior written consent.
During this time period, ASI will not establish or license any person or entity, including ASI or its
affiliates, to establish or operate a sign business in accordance with the System in this Territory.
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However, ASI has the right to make sales in the Territory through its Global Branding Services
Division and Government Services Group Initiative.

There are no restrictions on your right to sell products outside of your Territory, nor on any
other franchisee’s right to sell products in your Territory. ASI provides administrative support to
the Franchise Advisory Council (“FAC”), which helps franchisees resolve any disputes regarding
inter-territory sales.

Continuation of your territorial rights will not depend on achieving a certain sales volume,
market penetration, or other contingency. There are no circumstances that permit ASI to modify
or alter your territorial rights.

ASI may enter into agreements with Acceptable Suppliers where such Acceptable
Suppliers will not sell certain products within a franchisee’s Territory (which, for this purpose,
may include an expanded geographic area to be determined by ASI) except to licensed franchisees
so long as certain minimum national and/or Territory sales quotas are met. If such quotas are not
met, these suppliers may market their products through persons who are not licensed ASI
franchisees, but these suppliers may not use the ASI trademarks on such products.

You will be apprised of any such quotas at least 60 days before the implementation of such
a quota.

Neither ASI nor any of its affiliates is restricted by the Franchise Agreement from
establishing other franchises, company-owned outlets or other channels of distribution to sell
products and services similar to yours under a different trademark. In addition, ASI reserves the
right to sell and distribute its products through alternative, non-franchisee, distribution channels,
including the Internet, catalog sales, telemarketing or other direct marketing, retailers, retail office
product distributors, and contract furniture distributors, which may be located in your Territory.
Neither ASI nor any of its affiliates currently operate or franchise, or have present plans to operate
or franchise, a business under a different trademark that sells goods and services similar to those
being offered by ASI franchisees.

Except as described above, you will not receive an exclusive territory. You may face
competition from other franchisees, from outlets that ASI owns, or from other channels of
distribution or competitive brands that ASI controls.

ITEM 13
TRADEMARKS

ASI owns the exclusive right in the United States, Canada, Australia, and the United
Kingdom to use the following registered trademarks, service marks, trade names, and logotypes,
which were registered on the Principal or Supplemental register of the United States Patent and
Trademark Office on the dates indicated:
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UNITED STATES TRADEMARKS

NAME/DESCRIPTION

REGISTRATION NUMBER

REGISTRATION DATE

SignPlan 1,365,038 - Supplemental Register October 8, 1985
(Renewed August 19, 2015)
- 4,179,764 - Principal Register July 24, 2012
> asli (Renewed January 28, 2023)

ASI also has the non-exclusive right in the United States to use the following registered
trademarks, which was registered on the Principal Register of the United States Patent and
Trademark Office on the date indicated:

REGISTRATION NUMBER REGISTER DATE

JIGSAW 5,483,394 June 5, 2018
SIGNAGE INNOVATIONS 4,639,521 November 18, 2014
ASI 4,630,931 November 4, 2014

:’ 4,571,112 July 22, 2014

All required affidavits for these trademarks have been filed by ASI.

There are no agreements currently in effect that significantly limit the rights of ASI to use
or license the use of the above marks or symbols in any manner material to you.

There are no currently effective material determinations of the USPTO, the Trademark
Trial and Appeal Board, the trademark administrator of this state, or court, nor any pending
infringement, opposition, or cancellation proceeding nor any pending material litigation involving
the Trademarks.

You are required to promptly notify ASI of any unauthorized use that may come to your
attention and agree to cooperate with ASI in preventing such unauthorized use at the request and
expense of ASI. ASI, in its sole discretion, may undertake the defense or prosecution of any related
litigation. ASI is not contractually obligated to indemnify you for damages or expenses incurred,
or to participate in your defense in any action involving a name, mark, or commercial symbol
licensed by ASI to you. If ASI does not take any action, then you will have to undertake to protect
yourself at your own expense.

19

4865-3850-1733.9



The right to use the names, marks, and commercial symbols above, as well as other current
or future trademarks owned by ASI, is given to you in the manner and to the extent authorized by
ASI and only to the extent necessary to carry out the purposes of the Franchise Agreement. You
will be given online access to a Corporate Brand Guidelines to insure continuity and uniformity in
the use of ASI’s names, marks, and commercial symbols. If you must discontinue or modify the
use of any name, mark, or symbol licensed by ASI, by virtue of any legal proceeding or settlement
with a third party, the Franchise Agreement provides you with no specific rights or remedies.

You must use all names, marks, and trade dress in full compliance with the criteria in the
Corporate Brand Guidelines and it may be modified by ASI. ASI may also modify the name under
which you conduct business, and will allow you a reasonable period of time to make the required
changes, at your cost, to your signage, sample displays, letterhead, billhead, quote statements, and
other correspondence. You may not use any of ASI’s names or marks as part of a corporate name.
You must file a fictitious business name statement under the name “ASI” and must use that name
in the operation and promotion of its franchised sign business. However, as set forth in ASI’s
Corporate Brand Guidelines, you must enter into contracts under your actual corporate name and
include in all contracts a conspicuous statement that your business is an individually owned and
operated business, and you must comply with local law regarding the required disclosure of your
actual corporate name.

ASI does not know of any superior prior rights or infringing uses that would materially
affect your use of ASI’s Trademarks.

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

ASI does not own any right in, or to, any patents or registered copyrights that are material
to the franchise.

ASI owns all proprietary rights in and to the System, including, but not limited to, supplier
and material lists, customer information, training and operations manuals, promotion and
marketing aids, business forms and accounting procedures, informational bulletins, and
equipment, supply, and inventory lists. These rights are confidential and are trade secrets of ASI.
Pursuant to the Franchise Agreement, you agree to maintain the confidentiality of the entire
System, including the Operations Manuals, and to use such method, procedures and information
only in conjunction with the operation of the franchise.

ASI may develop and obtain copyrights to product catalogs and promotional literature and
make these items available to you for use in the operation of the franchise at a price to be
determined by ASI.

ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISE BUSINESS

Although not required, ASI recommends that you personally participate in the actual,
direct, on-premises supervision of the business. The Franchise Agreement requires that a qualified
person, approved by ASI, and who has satisfactorily completed the required training, devote full
time and effort to the active management and operation of the franchise. Managers must maintain
all confidentiality requirements described in Item 14 and elsewhere in this disclosure document
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and the Franchise Agreement. There is no requirement that any of your managers have an equity
interest in the franchised business or that any manager enter into any type of agreement with you.

ITEM 16
RESTRICTIONS ON
WHAT THE FRANCHISEE MAY SELL

You are limited to offering for sale goods and services in keeping with the character,
uniformity and quality associated with the name “ASI” (see Item 9, above), and the Franchise
Agreement requires you to offer and sell our approved marketed products and services. ASI has
the right to change the types of authorized goods and services that the franchisee sells to the public.
There is no limit to ASI’s rights to make such changes. The Franchise Agreement gives ASI the
right to modify the Operations Manuals, which could result in further restrictions on the goods and
services sold by your franchise business. You are not restricted as to the customers to whom goods
and services may be sold with the exception that you may not sell equipment, components or
consumable supplies that are the subject of ASI’s patented or proprietary processes to any other
sign company or competitor of ASI.

In addition, any contract or schedule maintained by ASI must be adhered to by the
franchisee in order to keep in good standing. If unauthorized use, extension, pricing or product
discrepancies are provided by franchisee, without ASI’s authorization, further action may be taken
to ensure ASI contracts or schedules are not jeopardized.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

This table lists important provisions of the Franchise Agreement and related
agreements. You should read these provisions in the agreements attached to this disclosure
document.

Provision Section in Summary
Franchise
Agreement
a. Term of the franchise Section 1.2 Term is for 5 years from the date of the Franchise
term Agreement.
b. Renewal or extension Section 1.2 You may have the option to renew the franchise for
of the term an additional term of 5 years if all of the required
conditions have been fulfilled.
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Provision Section in Summary

Franchise
Agreement
c. Requirements for you Section 1.2 You must: give written notice to ASI of your desire
to renew or extend to renew no less than 180 days prior to the expiration

of the Franchise Agreement, and the Franchise
Agreement has not otherwise been terminated;
materially comply with all terms and obligations of
your Franchise Agreement; execute a general release;
execute a renewal agreement, which may have
materially different terms than your initial Franchise
Agreement; pay a renewal fee of up to $5,000;
purchase or license all software, machinery,
equipment, and inventory that ASI requires; and meet
certain Gross Sales targets stated in your Franchise
Agreement; and ASI must then be offering franchises
to new franchisees.

d. Termination by you Section 6.2 The Franchise Agreement gives you no rights to
terminate the franchise. However, you may have
certain rights to terminate the Franchise Agreement
pursuant to state law.

e. Termination by ASI None ASI has no right to terminate your Franchise
without “cause” Agreement without cause.
f. Termination by ASI Section 6.1 ASI may, upon written notice, immediately terminate
with “cause” the Franchise Agreement upon the occurrence of
certain events. See 17(g) and (h) below.
g. “Cause” defined - Sections You have 15 days to cure if you: abandon the
curable defaults 6.1(a)(6) franchise or become incapacitated; sell, assign, or
through transfer the franchise; sell, transfer, or pledge any
6.1(a)(19); and | capital stock; issue any capital stock or security
6.1(b) redeemable or convertible into capital stock; damage

or knowingly jeopardize the goodwill of ASI’s
proprietary marks; fail to maintain the confidentiality
of the System; fail to maintain an independent
contractor relationship with ASI; make any material
misrepresentations relating to the acquisition or
operation of the franchise business, or engage in
conduct that reflects unfavorably upon the operation
or reputation of the franchise business or the System;
fail to perform or complete any of the terms,
conditions, covenants, or agreements contained in
the Franchise Agreement; or breach any of the terms
of any agreement between you and ASI.

You have 30 days to cure if you: fail to make timely
payments of taxes or other fees; fail to comply with
any federal, state, or local law or regulation; fail to
pay any franchise fees or other amounts due to ASI;
or relocate the franchise without the prior written
consent of ASI.
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Provision Section in Summary
Franchise
Agreement
. “Cause” defined — non- | Sections Non-curable defaults include: bankruptcy or
curable defaults 6.1(a)(1) insolvency; seizure or foreclosure by a government
through official; felony conviction or any other criminal

6.1(a)(5); and
6.1(b)

misconduct; receipt of a notice from ASI of ASI’s
intent to terminate your Franchise Agreement
because of 2 events of default within a 12 month
period; or failure to carry insurance coverage
required by the Franchise Agreement.

Your obligations on
termination/non-
renewal

Section 6.3

Upon termination or expiration of the Franchise
Agreement for any reason, you will immediately
cease to be an authorized ASI franchisee, and you
have certain obligations, including but not limited to:
cease using any and all of ASI’s proprietary marks
and the System in its entirety; pay any and all
amounts due to ASI and any of its affiliates; perform
all obligations that expressly or implicitly continue
after the termination of the Franchise Agreement;
offer to sell to ASI at prices stated in the Franchise
Agreement all or any portion of the proprietary
equipment and supplies suitable for use with the
System; assign to ASI all your rights, titles and
interest in and to any business telephone humbers and
deliver to ASI all customer lists whether printed or
digital, and customer files and working papers
whether printed or digital; and return to ASI any
proprietary materials.

Assignment of Contract
by ASI

Section 8.9

The Franchise Agreement does not restrict ASI’s
authority to assign its interest in the franchise.
However, no assignment may be made except to an
assignee who, in the good faith judgment of ASlI, is
willing and able to assume ASI’s obligations under
the Franchise Agreement. If ASI assigns its interests
in your Franchise Agreement, the assignee, and not
ASI, will become obligated to perform all of ASI’s
duties under the Franchise Agreement and to provide
all goods and services financed by ASI.

. “Transfer” by you —
defined

Section 3.9
Section 8.8
Section
6.1(a)(7)
Section 6.1(b)

Pursuant to the Franchise Agreement, you may not
sell or transfer the franchise or any interest therein
without first obtaining the written consent of ASI.
Any attempt by you to sell or transfer without ASI’s
consent gives ASI the right to terminate your
Franchise Agreement.

ASI approval of your
transfer

Section 3.9

ASI’s consent may not be unreasonably withheld.

4865-3850-1733.9
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Provision Section in Summary
Franchise
Agreement
m. Conditions for ASI Section 3.9 If you request to transfer your franchise, you must

approval of transfer

pay to ASI a fee of $10,000 to cover ASI’s costs for
the transfer, including the costs of investigating and
approving the transferee and legal fees for
preparation of documents necessary to effectuate the
transfer, unless such costs exceed $15,000, in which
case you must pay the actual cost up to a maximum
of $20,000. The Franchise Agreement requires you to
provide to ASI copies of the purchase agreement and
such other agreements and documentation as ASI
requests. The Franchise Agreement also requires you
to execute a general release of claims in favor of ASI
as a condition to the transfer of the Franchise
Agreement.

. ASI’s right of first
refusal to acquire
franchisee’s business

Section 6.3(d)

If your Franchise Agreement is terminated, you must
offer to sell to ASI all proprietary equipment at the
prices listed on Exhibit D to the Franchise
Agreement.

. ASI’s option to
purchase franchisee’s
business

Section 6.3(d)

If the Franchise Agreement is terminated, ASI may,
but is not required to, buy your proprietary equipment
at the prices listed on Exhibit D to the Franchise
Agreement, but you have 30 days to sell such
equipment to another franchisee at a higher price.

. Death or disability of
franchisee

Section 6.5

Upon your death, insanity, or appointment of a
conservator or guardian of your estate, or of your
general partners or all of your officers, ASI will
consent to an assignment of your rights to your
personal representative, conservator, or guardian on
an interim basis.

. Non-competition
covenants during the
term of the franchise

Section 3.11

Neither you nor any of your partners, agents, officers,
directors, shareholders or affiliates may compete with
ASI, directly or indirectly, in the manufacturing, sale
or distribution of sign or display products, or
providing sign consulting services, of any kind, in
any manner, in any market, except through the
franchise, either directly or indirectly, as either
proprietor, employee, agent, consultant, director,
officer, partner, or stockholder (other than as a
stockholder of a corporation listed on the national
securities exchange or whose stock is regularly traded
on the over-the-counter market unless you at any
time own, directly or indirectly, in excess of 5% of
the outstanding stock of any class of any such
corporation) of any company other than an ASI
franchise without the prior written consent of ASI.

4865-3850-1733.9
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Provision

Section in
Franchise
Agreement

Summary

r. Non-competition
covenants after the
franchise is terminated
or expires

Section 3.11

If the Franchise Agreement is assigned with ASI’s
consent to another person not affiliated with you,
then you are no longer prohibited by the Franchise
Agreement from lawfully competing with ASI.

s. Modification of the
agreement

Section 8.6

The Franchise Agreement may be amended or
modified, in whole or in part, only by a written
agreement executed by you and ASI. ASI may,
however, add to and revise the Operations Manuals
and Corporate Brand Guidelines, as well as the
System, to reflect changes, additions, and
improvements to suggested and required operating
procedures, policies, standards, and specifications.
Such changes may be made without your approval,
and you are required to adhere to them.

t. Integration/merger
clause

Section 8.13

The Franchise Agreement, together with its Exhibits
and any amendments or addendums executed in
accordance with §8.6 of the Franchise Agreement,
contains all of the agreements of the parties relating
to the Franchise. Nothing in the Franchise Agreement
or in any related agreement between ASI and you is
intended to disclaim the representations made in this
disclosure document.

u. Dispute resolution by
arbitration or mediation

Section 8.1

Prior to initiating any litigation the parties must
participate in confidential and non-binding mediation
in accordance with CPR Procedure for Resolution of
Franchise Disputes and §8.1 of the Franchise
Agreement. Both parties retain the right to seek
prejudgment and preliminary injunctive relief in
court if applicable.

v. Choice of forum

Section 8.1

Subject to applicable state law, mediation will take
place in the closest metropolitan center (i.e., not less
than a population of 200,000) to your Franchise
Business location unless otherwise agreed by you and
ASI. Subject to applicable state law, litigation must
be in the state courts in Dallas, Texas or United
States District Court for the Northern District of the
State of Texas sitting in the city of Dallas.

w. Choice of law

Section 8.1

Subject to applicable state law, Texas State Law
applies.

ITEM 18

PUBLIC FIGURES

ASI does not use any public figure to promote its franchises.

4865-3850-1733.9
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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.

During 2021 and 2022, ASI had 15 franchised outlets that were open and in operation
during the entire year (the “Franchised Outlets”). All of the Franchised Outlets have been in
operation for at least 5 years. The total annual Gross Sales reported by the Franchised Outlets in
2021 and 2022 were $35,602,000 and $40,768,000, respectively. The distribution of annual Gross
Sales by each Franchised Outlet is broken down as follows:

Gross Sales Number of Franchised Number of Franchised
Outlets in 2021* Outlets in 2022*

S
w

$0-$500,000
$500,001- $1,000,000
$1,000,001-$1,500,000
$1,500,001-$2,000,000
$2,000,001-$2,500,000
$2,500,001-$3,000,000
$3,000,001-$3,500,000
$3,500,001-$4,000,000
$4,000,001-$4,500,000
$4,500,001-$5,000,000
$5,000,000+

R OFRIOIWIFIFIWFIO
WO OO IFRININ|F LN

*4 franchisees owned multiple Franchised Outlets and reported only aggregate sales to ASI. ASI
has apportioned the aggregate sales of these franchisees into individual Franchised Outlets based
on the best information available to ASI.

“Gross Sales” is defined as total sales, whether for cash or credit, made by you which result
from your business, including but not limited to sales of merchandise and services of any kind,
and installation, maintenance and design services in connection therewith, less (i) your revenues
derived from sales tax, shipping, crating, reimbursement of permit fees, and sales to other
franchisees of ours; (ii) refunds, returns, and rebates by you; and (iii) bad debts that have been
written off and allowed by the United States Internal Revenue Service as a bad debt write off. Any
commissions we pay to you under the terms of the GSG Initiative Amendment (Exhibit H to the
Franchise Agreement) are not included in the definition of Gross Sales.

The average Gross Sales of the Franchised Outlets were $2,373,513 in 2021. Six (6) of the
Franchised Outlets (40%) met or exceeded the average Gross Sales. Also in 2021, the median
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Gross Sales of Franchised Outlets was $1,958,606. The Franchised Outlet with the highest 2021
Gross Sales had Gross Sales of $9,476,110. The Franchised Outlet with the lowest 2021 Gross
Sales had Gross Sales of $55,071.

The average Gross Sales of the Franchised Outlets were $2,717,904 in 2022. Six (6) of the
Franchised Outlets (40%) met or exceeded the average Gross Sales. In 2022, the median Gross
Sales of the Franchised Outlets were $2,194,963. The Franchised Outlet with the highest 2022
Gross Sales had Gross Sales of $10,142,688. The Franchised Outlet with the lowest 2022 Gross
Sales had Gross Sales of $44,279.

Some outlets have earned this amount. Your individual results may differ. There is
no assurance that you’ll earn as much.

Other than the above data, which is historical and may not reflect the actual results of any
franchisee’s future operations, ASI does not furnish or authorize its salespersons to furnish any
oral or written information concerning the actual or potential sales, costs, income, or profits of an
ASI franchise. Written substantiation for the financial performance representation will be made
available to the prospective franchisee upon reasonable request.

The financial performance representations do not reflect the costs of sales, operating
expenses, or other costs or expenses that must be deducted from the gross revenue of 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 ASI franchise. Franchisees or former
franchisees, listed in this disclosure document, may be one source of this information.

You are responsible for developing your own business plan for your ASI franchise,
including capital budgets, financial statements, projections and other appropriate factors, and you
are encouraged to consult with your own accounting, business and legal advisors in doing so. The
business plan should make necessary allowances for economic downturns, periods of inflation and
unemployment, and other negative economic influences. ASI strongly encourages you to submit
a business plan to ASI for its review on an annual basis. However, ASI will not review any
business plan until after the Franchise Agreement has been executed.
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ITEM 20

OUTLETS AND FRANCHISEE INFORMATION

Table 20.1
SYSTEM-WIDE OUTLET SUMMARY
FOR YEARS 2020 TO 2022
Outlet Type Year Outlets at the Start | Outlets at the End Net Change
of the Year of the Year
Franchised 2020 15 15 0
2021 15 15 0
2022 15 15 0
Company-Owned 2020 9 9 0
2021 9 9 0
2022 9 9 0
Total Outlets 2020 24 24 0
2021 24 24 0
2022 24 24 0
Table 20.2

TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW OWNERS
(OTHER THAN THE FRANCHISOR)

FOR YEARS 2020 TO 2022
State Year Number of Transfers
Total 2020 0
2021 0
2022 0
Table 20.3
STATUS OF FRANCHISED OUTLETS
FOR YEARS 2020 TO 2022
State Year Outlets | Outlets | Terminations Non- Reacquired Ceased Outlets at
at Start | Opened Renewal by Operations — End of
of Year Franchisor Other Year
Reasons
AZ 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
CO 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1

4865-3850-1733.9
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State Year Outlets | Outlets | Terminations Non- Reacquired Ceased Outlets at
at Start | Opened Renewal by Operations — End of
of Year Franchisor Other Year

Reasons
FL 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
GA 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
IL 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
IN 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
1A 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
KY 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
LA 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
Ml 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
MN 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
NY 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
OH 2020 2 0 0 0 0 0 2
2021 2 0 0 0 0 0 2
2022 2 0 0 0 0 0 2
Wi 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1

4865-3850-1733.9
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State Year Outlets | Outlets | Terminations Non- Reacquired Ceased Outlets at
at Start | Opened Renewal by Operations — End of
of Year Franchisor Other Year

Reasons
2022 1 0 0 0 0 0 1
Total 2020 15 0 0 0 0 0 15
2021 15 0 0 0 0 0 15
2022 15 0 0 0 0 0 15
Table 20.4
STATUS OF COMPANY-OWNED OUTLETS
FOR YEARS 2020 TO 2022
State | Year | Outlets at Outlets Outlets Outlets Outlets Sold to Outlets at
Start of Opened Reacquired from Closed Franchisees End of the
Year Franchisees Year
CA 2020 2 0 0 0 0 2
2021 2 0 0 0 0 2
2022 2 0 0 0 0 2
MO | 2020 2 0 0 0 0 2
2021 2 0 0 0 0 2
2022 2 0 0 0 0 2
NC 2020 1 0 0 0 0 1
2021 1 0 0 0 0 1
2022 1 0 0 0 0 1
NY 2020 1 0 0 0 0 1
2021 1 0 0 0 0 1
2022 1 0 0 0 0 1
TX 2020 3 0 0 0 0 3
2021 3 0 0 0 0 3
2022 3 0 0 0 0 3
Total | 2020 9 0 0 0 0 9
2021 9 0 0 0 0 9
2022 9 0 0 0 0 9

The following table gives the projected number of new franchised and company-owned
outlets during the one-year period January 1, 2023 through December 31, 2023.
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Table 20.5
PROJECTED OPENINGS
THROUGH DECEMBER 31, 2023

A A (TR ST Projected New Franchised Units | Projected New Company-Owned
SIEHS EREULLLELTY A1) 20 Opening in Fiscal Year 2023 Units in Fiscal Year 2023
(As of 12/31/2022) pening
Total 0 0 0

Attached as Exhibit F is a list of the names, addresses, and telephone numbers of all
operational franchises and all of their outlets as of December 31, 2022. Exhibit F also lists the
name, location, and last known telephone number of each franchise that was transferred,
terminated, canceled, not renewed, or otherwise voluntarily or involuntarily ceased doing business
with ASI during the most recent fiscal year. Exhibit F also lists the locations of our company-
owned offices.

If you buy this franchise, your contact information may be disclosed to other buyers when
you leave the franchise system. No franchisees have signed confidentiality clauses during the last
three fiscal years that restrict their ability to speak with you about their franchised business. ASI is
not aware of any trademark specific franchisee associations that are associated with the ASI system.

ITEM 21
FINANCIAL STATEMENTS

A copy of ASI’s Audited Financial Statements for the fiscal years ending December 31,
2020, December 31, 2021, and December 31, 2022 are presented in Exhibit D of this disclosure
document.

ITEM 22
CONTRACTS

A copy of ASI’s current form of Franchise Agreement is attached to this disclosure
document as Exhibit E. The following instruments and agreements are attached as exhibits to the
Franchise Agreement:

Form of Guaranty — Exhibit E of Franchise Agreement

Form of Security Agreement — Exhibit F of Franchise Agreement

Form of Note — Exhibit G of Franchise Agreement

Form of i2™ Software License Agreement — Exhibit | of Franchise Agreement
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ITEM 23
RECEIPTS

A receipt in duplicate is attached to this disclosure document as Exhibit I. You should sign
both copies of the receipt. Keep one copy for your own records and return the other signed copy
to ASI, 8181 Jetstar Drive, Suite 100, Irving, Texas 75063.
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EXHIBIT A
TO FRANCHISE DISCLOSURE DOCUMENT

LIST OF STATE ADMINISTRATORS

(See attached.)
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California

Department of Financial Protection and
Innovation

320 West 4th Street

Suite 750

Los Angeles, California 90013

(213) 576-7505 or (866) 275-2677

Florida

Department of Agriculture & Consumer
Services

Division of Consumer Services

2005 Apalachee Pkwy.

Tallahassee, Florida 32399-6500
(850)-922-2966 or (850) 488-2221

Hawaii

Department of Commerce and Consumer
Affairs

Business Registration Division

335 Merchant Street, Room 204
Honolulu, Hawaii 96813

(808) 586-2722

Illinois

Attorney General
Franchise Division

500 South Second Street
Springfield, lllinois 62701
(217) 782-4465

Indiana

Securities Commissioner

Secretary of State

Securities Division

302 West Washington, Room E-111
Indianapolis, Indiana 46204

(317) 232-6681

Kentucky
Commonwealth of Kentucky

Office of the Attorney General
Consumer Protection Division
1024 Capital Center Drive
Frankfort, Kentucky 40601

4865-3850-1733.9

Maryland
Office of the Attorney General

Securities Division

200 St. Paul Place

Baltimore, Maryland 21202-2020
(410) 576-0368

Michigan

Michigan Department of Attorney General
Consumer Protection Division

Franchise Section

525 W. Ottawa Street

G. Mennen Williams Building, 1% Floor
Lansing, Michigan 48913

(517) 373-7117

Minnesota

Department of Commerce

85 7th Place East

Suite 280

St. Paul, Minnesota 55101-2198
(651) 296-6328

Nebraska

Department of Banking and Finance
Commerce Court1200 N. Street, Suite 311
P.O. Box 95006

Lincoln, Nebraska 68509

(402) 471-3445

New York

New York State Department of Law
Investor Protection Bureau

28 Liberty Street, 21% Floor

New York, New York 10005

(212) 416-8222

North Dakota

North Dakota Securities Department
State Capitol — 14" Floor, Dept. 414
600 East Boulevard Avenue
Bismarck, North Dakota 58505
(701) 328-4712



Rhode Island

Division of Securities

Department of Business Regulation
John O. Pastore Center, Building 69-1
1511 Pontiac Avenue

Cranston, RI1 02920

(401) 462-9527

South Dakota

Franchise Administrator
Divisions of Insurance
Securities Regulation

124 S. Euclid Ave., Suite 104
Pierre, South Dakota 57501
(605) 773-3563

Texas

Secretary of State

Statutory Document Section

P.O. Box 12887

Austin, Texas 78711(512) 475-1769

Virginia

State Corporation Commission
Division of Securities and Retail
Franchising

Ninth Floor

1300 East Main Street
Richmond, Virginia 23219
(804) 371-9051

Washington
Department of Financial Institutions

Securities Division

150 Israel Road SW
Tumwater, Washington 98501
(360) 902-8760

Wisconsin

Franchise Administrator

Securities and Franchise Registration
Wisconsin Securities Commission
345 W. Washington Ave, 4" Floor
Madison, Wisconsin 53703

(608) 261-9555

4865-3850-1733.9



EXHIBIT B
TO FRANCHISE DISCLOSURE DOCUMENT

LIST OF AGENTS FOR SERVICE OF PROCESS

(See attached.)
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California

Commissioner of Financial Protection and
Innovation

Department of Financial Protection and
Innovation

320 West 4th Street, Suite 750

Los Angeles, CA 90013

(213) 576-7505 or (866) 275-2677

Hawaii

Commissioner of Securities

Department of Commerce and Consumer
Affairs

335 Merchant Street, Room 204
Honolulu, Hawaii 96813

(808) 586-2722

Illinois

Illinois Attorney General
Franchise Division

500 South Second Street
Springfield, 1llinois 62701
(217) 782-4465

Indiana

Secretary of State

Administrative Offices of the Secretary of
State

302 West Washington, Room E-111
Indianapolis, Indiana 46204

(317) 232-6681

Kentucky
Commonwealth of Kentucky

Office of the Attorney General
Consumer Protection Division
1024 Capital Center Drive
P.O. Box 2000

Frankfort, Kentucky 40602

Maryland
Maryland Securities Commissioner

Securities Division

200 St. Paul Place

Baltimore, Maryland 21202-2020
(410) 576-0368

4865-3850-1733.9

Michigan

Michigan Department of Attorney General
Consumer Protection Division

Franchise Section

525 W. Ottawa Street

G. Mennen Williams Building, 1% Floor
Lansing, Michigan 48913

(517) 373-7117

Minnesota

Commissioner of Commerce
Department of Commerce

85 7th Place East, Suite 280

St. Paul, Minnesota 55101-2198
(651) 539-1500

Nebraska

Department of Banking and Finance
Bureau of Securities

1526 K Street, Suite 300

P.O. Box 95006

Lincoln, Nebraska 68508

New York

Secretary of State

New York Dept. of State

99 Washington Avenue, 61 Floor
Albany, New York 12231-0001

North Dakota

North Dakota Securities Department
600 East Boulevard Avenue

State Capitol, 14" Floor, Dept. 414
Bismarck, North Dakota 58505
(701) 328-4712

Rhode Island

Division of Securities

Department of Business Regulation

John O. Pastore Center, Complex Building
69-1

1511 Pontiac Avenue

Cranston, RI1 02920

(401) 462-9527



South Dakota

Department of Labor and Regulation
Division of Securities

124 S. Euclid Ave., Suite 104

Pierre, South Dakota 57501

(605) 773-3563

Texas

Statutory Document Section
Secretary of State

P.O. Box 13550

Austin, Texas 78711

Virginia

Clerk of the State Corporation Commission

1300 East Main Street, 1st Floor
Richmond, Virginia 23219
(804) 371-9733

4865-3850-1733.9

Washington
Department of Financial Institutions

Securities Division

150 Israel Road SW
Tumwater, Washington 98501
(360) 902-8760

Wisconsin

Wisconsin Commissioner of Securities
P.O. Box 1768

345 W. Washington Avenue, 4" Floor
Madison, Wisconsin 53703

(608) 261-9555



EXHIBIT C
TO FRANCHISE DISCLOSURE DOCUMENT

OPERATIONS MANUAL TABLE OF CONTENTS

Subject Number of Pages
Cover Page 1
Index 1
Corporate Education 15
IT 17
Marketing 11
Project Management 19
Product Services (including 19
Preferred Vendors and Alliance
Partners)
Sales 46
Global Branding Services 10
Total 139
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EXHIBITD
TO FRANCHISE DISCLOSURE DOCUMENT

FINANCIAL STATEMENTS

(See attached.)
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Plano Office

5908 Headquarters Drive
Suite 300

Plano, Texas 75024
469.776.3610 Main

whitleypenn.com

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholders of
ASI Sign Systems, Inc. and subsidiaries

Opinion

We have audited the consolidated financial statements of ASI Sign Systems, Inc. and its subsidiaries
(the “Company”), which comprise the consolidated balance sheets as of December 31, 2022 and 2021,
and the related consolidated statements of operations, stockholders’ equity, and cash flows for the years
then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2022 and 2021, and the results of
their operations and their cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America (“GAAP”).

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (“GAAS”). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Company, and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with GAAP, and for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s
ability to continue as a going concern for one year after the date that the consolidated financial
statements are issued.

Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements

as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion.



Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there
is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Company’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audits.

Whithey fu 265

Plano, Texas
June 23, 2023



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31,

2022 2021

Assets
Current assets:

Cash $ 857,678 $ 162,895

Accounts receivable, less allowance for doubtful accounts

of $187,649 and $187,822, respectively 8,228,707 6,920,446

Employee advances 40,200 35,696

Prepaid expenses and other current assets 1,198,803 492,894

Contract costs 1,224,981 740,683
Total current assets 11,550,369 8,352,614
Receivable from Rodney's Sign Co. (Note M) 3,483,519 3,510,878
Right of use asset - operating leases 1,039,467 -
Owner advances 891,694 753,549
Property and equipment, net 839,993 679,467
Goodwill, net 544,251 750,175
Intangible assets, net 55,553 78,690
Deferred financing costs, net - 27,073
Deferred income taxes, net - 485,581
Total assets $ 18,404,846 $ 14,638,027

See accompanying notes to consolidated financial statements.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (continued)

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable
Accrued expenses
Customer deposits
Line of credit
Current portion of operating lease liabilities
Current portion of finance lease obligations
Current portion of notes payable, net of deferred financing costs
Current portion of notes payable, related parties
Total current liabilities

Long-term liabilities:
Notes payable, net of current portion
Operating lease liabilities, net of current portion
Finance lease obligations, net of current portion
Notes payable, related parties, net of current portion
Total liabilities

Commitments and contingencies

Stockholders' equity:
Preferred stock, Series A, $0.001 par value, 860,000
shares authorized, 400,000 shares issued and outstanding
Preferred stock, Series B, $0.001 par value, 140,000
shares authorized, 140,000 shares issued and outstanding
Preferred stock, Series C, $0.001 par value, 45,000 shares
authorized, 45,000 shares issued and outstanding
Common stock, $0.001 par value, 1,000,000 shares
authorized, 700,000 shares issued and outstanding
Additional paid-in capital
Retained earnings (deficit)
Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying notes to consolidated financial statements.
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December 31,

2022 2021
$ 2,201,561 $ 1,123,071
2,823,033 2,676,375
1,704,665 412,619
4,249 825 4,246,392
314,054 -
292,075 114,402
261,577 842,532
210,000 425,000
12,056,790 9,840,391
1,999,900 1,999,900
769,755 -
34,804 155,987
425,000 -
15,286,249 11,996,278
400 400

140 140

45 45

700 700
2,982,801 2,982,801
134,511 (342,337)
3,118,597 2,641,749

$ 18,404,846 $ 14,638,027




ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues:

Direct sales of products

Product installations

Service and marketing fees from franchisees
Total revenues

Cost of products sold
Gross profit

Compensation and benefits expense
Selling, general, and administrative expenses
Loss from operations

Other income (expense):
Other income
Interest expense
Other income

Income (loss) before income tax expense (benefit)
Income tax expense (benefit)

Net income

See accompanying notes to consolidated financial statements.
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Year Ended December 31,
2022 2021
$ 21,974,874 $ 19,157,470
2,007,544 1,938,185
460,400 469,352
24,442 818 21,565,007
14,751,477 13,236,437
9,691,341 8,328,570
7,365,830 6,562,171
3,348,241 3,039,189
(1,022,730) (1,272,790)
2,485,280 1,642,677
(470,152) (626,344)
2,015,128 1,016,333
992,398 (256,457)
515,550 (335,121)
$ 476,848 $ 78,664
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2022 2021
Operating Activities
Net income $ 476,848 $ 78,664
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation 325,667 177,767
Amortization of goodwill and intangible assets 229,061 229,059
Debt issuance costs included in interest expense 27,073 80,503
Deferred income taxes 485,581 (373,985)
Paid-in-kind interest expense - 60,861
Non-cash lease expense 524,945 -
Gain on PPP loan forgiveness - (1,642,677)
Changes in operating assets and liabilities:
Accounts receivable (1,308,261) (794,316)
Owner advances (138,145) 10,000
Employee advances (4,504) (3,841)
Prepaid expense and other current assets (705,909) 335,330
Contract costs (484,298) 131,899
Customer deposits 1,292,046 9,937
Operating lease liability (532,466) -
Accounts payable and accrued expenses 1,277,011 259,073
Net cash provided by (used in) operating activities 1,464,649 (1,441,726)
Investing Activities
Purchases of property and equipment (284,693) (256,625)
Receivable from Rodney's Sign Co. 27,359 (768,300)
Net cash used in investing activities (257,334) (1,024,925)
Financing Activities
Proceeds from line of credit 10,000 380,000
Payments on line of credit (6,567) (335,000)
Payments of deferred financing costs - (27,073)
Proceeds from notes payable 196,577 3,642,577
Payments of finance leases (145,010) (98,490)
Payments on notes payable (567,532) (2,022,290)
Net cash provided by (used in) financing activities (512,532) 1,539,724
Net increase (decrease) in cash 694,783 (926,927)
Cash at beginning of year 162,895 1,089,822
Cash at end of year $ 857,678 $ 162,895
Supplemental Disclosure of Cash Flow Information
Cash paid during the year for interest $ 394,877 $ 572,824
Cash paid during the year for income taxes $ 50,193 $ 30,535
Non-cash Activities
Property and equipment financed through finance/capital lease $ 201,500 $ 221,428
Impact of adoption of ASC 842, Leases $ 1,521,607 $ -

See accompanying notes to consolidated financial statements.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2022 and 2021

A. Nature of Business

ASI Sign Systems, Inc. and subsidiaries (collectively the “Company” or “ASI”) was incorporated in
Delaware in 1988 to provide architectural sign products and services. ASI grants franchisees the license
and right to operate an architectural sign business using the ASI brand and provides the support services
specified in the franchise agreements. The Company operates as a franchisor for eleven franchisees
operating in nineteen markets across the United States of America. As of December 31, 2022, the
Company also owns and operates four franchises throughout the United States. The Company’s
corporate office is located in Irving, Texas.

B. Summary of Significant Accounting Policies

A summary of the Company’s significant accounting policies consistently applied in the preparation of
the accompanying consolidated financial statements follows:

Basis of Accounting

The accounts are maintained, and the consolidated financial statements have been prepared using the
accrual basis of accounting in accordance with accounting principles generally accepted in the United
States of America (“GAAP”).

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts in the consolidated financial statements
and accompanying notes. Actual results could differ from these estimates and assumptions.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of ASI Sign Systems, Inc.
(“Corporate”) and its wholly-owned subsidiaries ASI-New York, Inc. (“New York™); Environmental
Signage Solutions, Inc. (“Dallas”); Architectural Signing Associates, Inc. (“St. Louis”); and
ASI-Houston, Inc (“Houston”).

All significant intercompany accounts and transactions have been eliminated in consolidation.
Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. There were no such investments at December 31, 2022 and 2021.
The Company maintains deposits primarily in one financial institution, which may at times exceed
amounts covered by insurance provided by the U.S. Federal Deposit Insurance Corporation (“FDIC”).
The Company has not experienced any losses related to amounts in excess of FDIC limits.



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Liquidity

The Company has assessed its ability to continue as a going concern for at least twelve months from
the date these consolidated financial statements were issued. The following information reflects the
results of management’s assessment of the Company’s ability to continue as a going concern:

As of December 31, 2022, the Company had a working capital deficit of approximately $506,000 of
which approximately $4,250,000 related to the Company’s line of credit which was refinanced in
May 2023 to a long term note payable (See Note O). The Company also generated net income for the
year ended December 31, 2022, of approximately $477,000 and realized cashflows from operations in
the amount of $1,465,000 for the year then ended. Management believes as a result of the debt
extension and cash flows from operations the Company will continue as a going concern for at least
one year from the issuance of these consolidated financial statements.

Accounts Receivable

Accounts receivable include uncollateralized receivables from the ASI franchisees as well as
receivables from direct sales customers of the Company. Management provides for probable
uncollectible amounts through a charge to earnings and a credit to a valuation allowance based on its
assessment of the current status of individual accounts. Management considers accounts receivable to
be past due 45 days after billing and provides an allowance for uncollectible receivables based on
historical write offs and current past due accounts. Management writes off accounts receivable when
all attempts to collect have been unsuccessful.

Property and Equipment
Property and equipment are recorded at cost less accumulated depreciation. The cost of normal repairs

and maintenance is charged to expense as incurred. Depreciation is computed using the straight-line
method over the following estimated useful lives:

Capitalized software development costs 3-10 years
Computer equipment and software 3-10 years
Furniture and fixtures 3-7 years
Office equipment 5 years
Machinery and equipment 3-7 years
Vehicles 3 years
Leasehold improvements 10 years *

* Shorter of the estimated useful life of 10 years or the remaining lease term.



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and
used is measured by a comparison of the carrying amount of an asset to undiscounted future net cash
flows expected to be generated by the asset. If such assets are considered to be impaired, the
impairment to be recognized is measured by the amount by which the carrying amount of the assets
exceeds the fair value of the assets, determined by discounting future net cash flows at an appropriate
discount rate. Assets to be disposed of are reported at the lower of the carrying amount of fair value,
less cost to sell. No asset impairment was recognized for the years ended December 31, 2022 and 2021.

Intangible Assets

Intangible assets consist of trademarks and contract acquisition costs which are amortized using the
straight-line method.

Goodwill
Goodwill represents the cost in excess of the fair value of net assets acquired in business combinations.

In January 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards
Update (“ASU”) No. 2014-02, Intangibles — Goodwill and Other, whereby a nonpublic entity can elect
to apply an accounting alternative to amortize goodwill over a period of 10 years or over a shorter
period if appropriate. Upon adoption of the accounting alternative, an entity is required to make an
accounting policy election to test goodwill for impairment at the entity level or the reporting unit level.
Goodwill would be tested for impairment only if an event occurs or circumstances change that indicate
that the fair value of the entity (or reporting unit) may be below its carrying amount, referred to as a
triggering event.

The Company also applies GAAP under which an entity is not required to monitor for goodwill
impairment triggering events throughout the reporting period but, instead, should evaluate the facts and
circumstances as of the end of each reporting period to determine whether a triggering event exists and,
if so, whether it is more likely than not that goodwill is impaired.

Upon the occurrence of a triggering event, an entity may assess qualitative factors to determine whether
it is more likely than not that the fair value of the entity (or reporting unit) is less than its carrying
amount, and whether a quantitative impairment test is necessary.

If a quantitative impairment test is necessary, the entity would determine the fair value of the entity
(or reporting unit) and compare the fair value to the carrying amount. The amount of impairment, if
any, would be measured by the excess of the carrying amount over the fair value. The Company elected
to test goodwill for impairment at the entity level and uses a useful life of ten years. Amortization
expense for the years ended December 31, 2022 and 2021, was $205,924 and $205,924, respectively.
There was no impairment during the years ended December 31, 2022 and 2021.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Goodwill — continued

Based on the current carrying amount of goodwill subject to amortization, the estimated amortization
expense for each of the succeeding five years and thereafter is as follows:

2023 $ 205,924
2024 205,924
2025 96,437
2026 9,183
2027 9,183
Thereafter 17,600

$ 544251

Revenue Recognition

Contracts

The Company follows ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606),
Accounting Standards Codification (“ASC”) 606. The core principle of ASC 606 is to recognize
revenues when promised goods or services are transferred to customers in an amount that reflects the
consideration to which an entity expects to be entitled for those goods or services. The ASC defines a
five-step process to achieve this core principle and, in doing so, more judgment and estimates may be
required within the revenue recognition process than are required under existing GAAP.

The Company derives its revenues primarily from the design, manufacture, and installation of signage.
Revenues are recognized when control of these products or services is transferred to its customers, in
an amount that reflects the consideration the Company expects to be entitled to in exchange for those
products and services.

The Company also provides services to franchisees through franchising agreements. Revenue from
new and renewal franchise agreements is recognized when substantially all significant start-up services
to be provided by the Company have been performed. Revenues from service and marketing fees due
from franchisees are recognized as the services are provided by the Company to the franchisees.

Performance Obligations
A performance obligation is a promise in a contract to transfer a distinct good or service to the customer.

A contract’s transaction price is allocated to each distinct performance obligation and recognized as
revenue when, or as, the performance obligation is satisfied.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Revenue Recognition — continued
Performance Obligations — continued

The Company uses point in time recognition for the majority of the work it performs. The Company
often performs work at the Company’s own facilities, where control does not continuously transfer to
the customer as work progresses. Revenues for signs which are designed and manufactured at an
ASI facility are recognized upon the point in time in which they are (i) delivered to a project location
controlled by the customer and (ii) the Company has the right to bill the customer for any costs incurred.
Installation of the signage is treated as a separate performance obligation and is recognized upon
completion of the sign installation and inspection and approval of the work by the customer or its
general contractor.

Contract costs include all direct material, labor and indirect costs related to contract performance.
Changes in job performance, job conditions, estimated contract costs and profitability and final contract
settlements may result in revisions to costs. Such costs are often reimbursed through payments from
customers related to work performed (but not completed) and are nonrefundable. The cumulative
amount of those payments is not expected, at all times throughout the contract, to at least correspond
to the amount that would be necessary to compensate the Company for performance completed to date.
At various times during construction of signage, the cumulative amount of consideration paid by the
customer might be less than the selling price of the partially completed sign at that time. Consequently,
the entity does not have a right to payment for performance completed to date.

Sales and other taxes the Company collects concurrent with revenue-producing activities are excluded
from revenue. Shipping and handling fees charged to customers are recognized in connection with
sales revenue and are expensed as fulfillment costs after the customer obtains control of the goods.

Contract Assets and Liabilities

Contract costs represent contracts in progress, and include costs incurred on the Company’s contracts
to manufacture signage. The costs included in contracts in progress are raw materials, labor, and
overhead, and are deferred until control of the sign transfers to the customer and revenue is recognized.
Contract liabilities represent customer deposits received prior to the satisfaction of performance

obligations. Contract liabilities are recognized as revenue once the corresponding performance
obligations are satisfied based on the contract with the customer.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued

Revenue Recognition — continued

Contract Assets and Liabilities — continued

Contract assets and contract liabilities were as follows as of December 31, 2022:

Contracts costs $ 1,224,981
Customer deposits $ 1,704,665

Contract assets and contract liabilities were as follows as of December 31, 2021:

Contracts costs $§ 740,683
Customer deposits $ 412,619

Contract assets and contract liabilities were as follows as of December 31, 2020:

Contracts costs $ 872,582
Customer deposits $ 398,265

Accounts receivable were $6,126,130 as of December 31, 2020.
Advertising

The Company expenses advertising costs as incurred. Advertising expense for the years ended
December 31, 2022 and 2021, totaled approximately $116,000 and $50,000, respectively.

Income Taxes

Under GAAP there are two components of income tax expense: current and deferred. Current income
tax expense reflects taxes to be paid or refunded for the current period by applying the provisions of
the enacted tax law to the taxable income or excess of deductions over revenues. The Company
determines deferred income taxes using the liability method. Under this method, the net deferred tax
asset or liability is based on the tax effects of the differences between the book and tax bases of assets
and liabilities, and enacted changes in tax rates and laws are recognized in the period in which they
occur. Deferred income tax expense results from changes in deferred tax assets and liabilities between
periods. Deferred tax assets are reduced by a valuation allowance if, based on the weight of evidence
available, it is more likely than not that some portion or all of a deferred tax asset will not be realized.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Income Taxes — continued

Uncertain tax positions are recognized if it is more likely than not, based on the technical merits, that
the tax position will be realized or sustained upon examination. The term more likely than not means
a likelihood of more than 50 percent; the terms examined and upon examination also include resolution
of the related appeals or litigation processes, if any. A tax position that meets the more likely than not
recognition threshold is initially and subsequently measured as the largest amount of tax benefit that
has a greater than 50 percent likelihood of being realized upon settlement with a taxing authority that
has full knowledge of all relevant information. The determination of whether or not a tax position has
met the more likely than not recognition threshold considers the facts, circumstances, and information
available at the reporting date and is subject to the management’s judgment. The Company believes it
has no such uncertain positions.

Fair Value of Financial Instruments

The Company calculates the fair value of its assets and liabilities which qualify as financial instruments
and includes this additional information in the notes to the consolidated financial statements when the
fair value is different than the carrying value of those financial instruments. The estimated fair values
of accounts receivable contract costs, accounts payable, accrued expenses and customer deposits
approximate the carrying amounts due to the relatively short maturity of these instruments. None of
the financial instruments are held for trading purposes. The carrying values of the line of credit, notes
payable, lease liabilities and capital lease obligations approximate fair value since these instruments
bear market rates of interest. Assets due from and liabilities due to related parties may not be at fair
value as they were entered into with related parties.

Adoption of New Accounting Standards

In February 2016, the FASB issued guidance under ASC 842, Leases to increase transparency and
comparability among organizations by requiring the recognition of right-of-use (“ROU”) assets and
lease liabilities on the balance sheet. Most prominent among the changes in the standard is the
recognition of ROU assets and lease liabilities by lessees for those leases classified as operating leases.
Under the standard, disclosures are required to meet the objective of enabling users of financial
statements to assess the amount, timing, and uncertainty of cash flows arising from leases.

The Company adopted this standard effective January 1, 2022, using the modified retrospective
approach. In transitioning to ASC 842, the Company elected to use the practical expedient package
available at the time of implementation and did elect to use hindsight. These elections have been
applied consistently to all leases existing at, or entered into after, January 1, 2022 (the beginning of the
period of adoption). The Company also adopted a practical expedient and did not separate nonlease
components from lease components and instead considered nonlease components associated with lease
components as a single lease component. As a result of the adoption of the new lease accounting
guidance, the Company recognized on January 1, 2022, a ROU asset of approximately $1.5 million and
a lease liability of approximately $1.6 million.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued

Adoption of New Accounting Standards — continued

The adoption resulted in a derecognition of deferred rent of approximately $52,000 that was previously
included in accrued expenses. The standard did not materially impact our statements of operations and
had no impact on cash flows. Lease disclosures for the year ended December 31, 2021, are made under
prior lease guidance in FASB ASC 840.

C. Property and Equipment

Major classifications of property and equipment are summarized below as of December 31:

2022 2021

Capitalized software development costs $ 131,438 $ 131,438
Computer equipment and software 824,367 437,702
Furniture and fixtures 182,440 348,527
Office equipment 47,548 47,548
Machinery and equipment 1,355,918 1,412,113
Vehicles 42,880 15,988
Leasehold improvements 149,576 149,576
Total property and equipment 2,734,167 2,542,892
Less accumulated depreciation (1,894,174) (1,863,425)

$ 839,993 $ 679,467

D. Intangible Assets

Definite lived intangible assets consisted of the following as of December 31:

2022 2021
Trademark $ 5,475 $ 5,475
Contract acquisition costs 115,682 115,682
Total intangible assets 121,157 121,157
Less accumulated amortization (95,604) (72,467)
$ 25,553 $ 48,690

Amortization expense for the years ended December 31, 2022 and 2021, was approximately $23,000
and $23,000, respectively. Based on the current carrying amount of definite lived intangible assets
subject to amortization, the estimated 2023 amortization expense is $25,553.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

D. Intangible Assets — continued

At December 31,2022 and 2021, the Company also had $30,000 in territory rights which are considered
indefinite lived assets not subject to amortization.

E. Line of Credit

In November 2019, the Company obtained a revolving line of credit facility with a financial institution
that provides for borrowings up to $4,250,000. The line of credit, which had $4,250,366 outstanding
at December 31, 2022, accrued interest at 7.39%, and matured March 31, 2023. As discussed in
Note O, this was refinanced with a note payable in May 2023.

As of December 31, 2022, the outstanding line of credit was collateralized by substantially all assets of
the ASI, is guaranteed by the majority shareholder of ASI.

F. Notes Payable

In November 2019, the Company entered into a $750,000 note payable in conjunction with the line of
credit. The note bears interest at 3.05%, is collateralized by the assets of the Company, and is
guaranteed by the majority shareholder of ASI. The was fully paid off during the year ending
December 31, 2022.

In July 2015, the Company entered into a $2,000,000 note payable in order to fund the purchase of
St. Louis. The note bears interest at a variable rate based on certain financial ratios.
In November 2019, the Company converted $125,000 in PIK interest into a note bearing interest of
13%, of which 3% of the accrued interest is allowable to be paid in kind (“PIK”’), and compounded to
the note balance annually. The notes are collateralized by the assets of the Company, are guaranteed
by the majority shareholder of ASI. The outstanding balance at December 31, 2022, of $261,577 was
fully paid off in January 2023.

On December 27, 2020, the U.S. federal government enacted the Hard-Hit Small Businesses,
Nonprofits, and Venues Act (“Economic Aid Act” or “EAA”), which included provision for the Second
Draw Paycheck Protection Program (“PPP2”’) administered by the SBA. The PPP2 allows qualifying
businesses to borrow up to $2 million calculated based on qualifying payroll costs and other criteria as
prescribed in the EAA. PPP loans bear a fixed interest rate of 1% over a two-year term, are guaranteed
by the federal government, and do not require collateral. Payments of principal and interest are deferred
until 16 months from the date of the loan, and prepayments may be made at any time without penalty.
The loan may be forgiven, in part of whole, if the proceeds are used to retain and pay employees and
for other qualifying expenditures. The Company applied for and received a PPP2 loan in the amount
of $1,642,677 on February 26, 2021. This loan was forgiven during 2021 and the Company has
recorded a gain of $1,642,677 that is included in other income on the accompanying consolidated
statements of operations for the year ended December 31, 2021.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

F. Notes Payable — continued

In October 2021, the Company also applied for and received an Economic Injury Disaster Loan in the
amount of $500,000. The Company applied for an additional $1,500,000 modifying the original loan
balance to $2,000,000. The loan has a 30-year term with no payments due in the first two years and
bears interest at 3.75%. The loan is collateralized by all tangible and intangible personal property of
the Company.

The Company capitalizes costs incurred in connection with borrowings or establishment of credit
facilities. These costs are netted against the non-current portion of the related notes payable on the
consolidated balance sheets and are amortized as an adjustment to interest expense over the life of the
notes payable. In the case of early debt principal repayments, the Company adjusts the value of the
corresponding deferred financing costs with a charge to interest expense and similarly adjusts the future
amortization expense.

Future maturities of long-term debt including the line of credit and related party debt at December 31,
2022, are as follows:

2023 $ 4,721,402
2024 496,424
2025 71,424
2026 71,424
2027 71,424
Thereafter 1,714,204
Long term debt $ 7,146,302

See Note O for discussion of new debt used to retire the line of credit in May 2023.

G. Notes Payable, Related Parties

On July 31, 2015, ASI entered into unsecured note agreements payable to the sellers of St. Louis for a
total of $300,000. The sellers are current stockholders of ASI. The notes bear interest at a rate of 6%.
Interest is computed and paid on a quarterly basis on the first day of January, April, July, and October
throughout the term of the notes. The principal amount of the notes together with any accrued and
unpaid interest is due on June 30, 2024. The balance of the notes totaled $300,000 as of
December 31, 2022.

In November 2019, the Company entered into an unsecured note agreement payable to an employee of
the Company for a total of $125,000. The note bears interest at a rate of 13%. The principal amount
of the note together with and accrued and unpaid interest is due on June 30, 2024. The balance of the
note was $125,000 as of December 31, 2022.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

G. Notes Payable, Related Parties — continued

In 2021 the Company had an unsecured $30,000 note bearing interest at 6% due June 2022 that was
related to a non-compete note to a seller issued as part of a 2019 business combination. In August of
2022, the note payable was purchased from the third party by a related party of the Company. The debt
is callable on demand. The Company believes the note will not become due for at least 12 months from
the date of these consolidated financial statements, however as it is callable it is classified a current
liability.

In 2022, the Company entered into an unsecured $180,000 note payable due to a related party.
The note bears 0% interest and is due on demand. The Company believes the note will not become due

for at least 12 months from the date of these consolidated financial statements, however as it is due on
demand it is classified a current liability.

H. Income Taxes

The components of the income tax provision are as follows for the year ended December 31:

2022 2021
Current $ 29,857 $ 34,995
Deferred 485,693 (370,116)
Total income tax expense (benefit) $§ 515,550 $ (335,121)

Deferred tax assets and liabilities consist of the following as of December 31:

2022 2021
Deferred tax assets:
Allowance for doubtful accounts $ 39,406 $ 39,443
Net operating losses 183,614 36,137
Employee Retention Credit - 482,988
Operating lease liability 296,244 -
Accrued expenses 44,781 48,661
564,045 607,229
Deferred tax liabilities:
Property and equipment (79,577) (105,758)
Intangible assets (23,077) (15,890)
Right of use asset - operating leases (218,288) -
(320,942) (121,648)
Deferred tax allowance (243,103) -
Net deferred tax assets (liabilities) $ - $ 485,581
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

H. Income Taxes — continued

The Company records a valuation allowance, when necessary, to reduce the deferred tax assets reported
if, based on the weight of the evidence, it is more likely than not that some portion or all of the deferred
tax assets will not be realized. After consideration of all of the evidence, both positive and negative,
management recorded a valuation allowance related to deferred tax assets as a result of continuing loss
from operations. The Company will continue assess the realizability of the deferred tax asset balances.
Tax expense and benefit differ from statutory rates primarily as a result of the tax impact of government
assistance tax treatment and recording a valuation allowance.

I. Commitments and Contingencies
Litigation

The Company is involved in various suits and claims arising in the normal course of business.
In management’s opinion, the ultimate outcome of these items will not have a material adverse effect
on the Company’s consolidated results of operations or financial position.

Major Customers

There were no customer concentrations related to accounts receivable at December 31, 2022.
The Company had two customers that accounted for 26% of accounts receivable at December 31, 2021.
There were no customer concentrations related to revenue during the year ended December 31, 2022.
The Company has one customer that accounted for 10% of revenue during the year ended
December 31, 2021.

J. Leases

A lease provides the lessee the right to control the use of an identified asset for a period of time in
exchange for consideration. Operating lease right-of-use assets and finance lease right-of-use assets
(collectively “ROU assets”) represent the Company’s right to use an underlying asset for the lease term.
Operating lease liabilities and finance lease liabilities (collectively, “lease liabilities) represent the
Company’s obligation to make lease payments arising from the lease. The Company determines if an
arrangement is a lease at inception. ROU assets and lease liabilities are recognized at the lease
commencement date based on the present value of lease payments over the lease term. The Company
excludes short-term leases having initial terms of 12 months or less from ROU assets and lease
liabilities and recognizes rent expense on a straight-line basis over the lease term.

The Company has leases for its office spaces and certain equipment. Most operating leases contain
renewal options that provide for rent increases based on prevailing market conditions. The Company
has lease extension terms for our office spaces that have either been extended or are likely to be
extended. The terms used to calculate the ROU assets and lease liabilities for these properties include
the renewal options that the Company is reasonably certain to exercise.

19



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

J. Leases — continued

The discount rate used to determine the commencement date present value of lease payments is the
interest rate implicit in the lease, or when that is not readily determinable, the Company utilizes its
secured borrowing rate. ROU assets include any lease payments required to be made prior to
commencement and exclude lease incentives. Both ROU assets and lease liabilities exclude variable
payments not based on an index or rate, which are treated as period costs. The Company’s lease
agreements do not contain significant residual value guarantees, restrictions or covenants.

Total operating lease costs were approximately $668,000 for the year ended December 31, 2022.
Short-term lease costs, for leases with terms of less than 12 months, during 2022 were approximately
$59,000. Variable lease costs included in operating lease costs were approximately $84,000 during
2022. Operating lease expense is primarily included in selling, general and administrative expenses.

Maturities of lease liabilities as of December 31, 2022 are as follows:

Finance Operating

Leases Leases
2023 $ 292,075 $ 314,054
2024 53,797 267,040
2025 20,876 274,351
2026 2,827 241,461
2027 - 57,571
Thereafter - -
Total lease payments 369,575 1,154,377
Less present value discount (42,696) (70,568)
Lease liabilities $ 326,879 $ 1,083,809

Weighted average lease term and discount rate as of December 31, 2022 are as follows:

2022
Weighted average remaining lease term (years)
Operating leases 3.91
Financing leases 1.44
Weighted average discount rate
Operating leases 3.28%
Financing leases 18.35%

ROU assets obtained in exchange for lease liabilities during the year ended December 31, 2022 are as
follows:

Finance leases $ 201,500

Rent expense for the year ended December 31, 2021, was approximately $626,000.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

K. Stockholders’ Equity
Common Stock

Common stock shares issued and outstanding have voting power and entitle the holders to one vote per
share at all stockholder meetings. These shares have a par value of $0.001.

Series A Preferred Stock

Series A preferred stock has no conversion rights, no voting rights, and unless otherwise declared by
the Board of Directors, holders of Series A preferred stock are not entitled to receive dividends.
These shares have a par value of $0.001.

In the event of any liquidation, dissolution, or winding down of the Company, the holders of the
Series A preferred stock are entitled to receive prior to, and in preference to, any distribution to the
common stockholders, an amount equal to $1.00 per share.

Series B Preferred Stock

Series B preferred stock has the same voting rights as the common stockholders and accumulates
dividends in arrears, whether or not declared, at the rate of 8% per annum. These shares have a par
value of $0.001.

Each share of Series B preferred stock may be converted, at the option of the holder, at any time after
the date of issuance of such share, into fully paid and non-assessable shares of common stock based on
the conversion rate, initially set at 0.555 shares of common stock for each share of Series B preferred
stock. Conversion rights are adjusted proportionately for dilutive issuances, stock splits, stock
dividends, and recapitalizations. In July 2011, the conversion rate was adjusted to 0.7778 shares of
common stock for each Series B preferred share.

In the event of any liquidation, dissolution or winding down of the Company, the holders of the
Series B preferred stock are entitled to receive prior to, and in preference to, any distribution to the
common stockholders and Series A preferred stockholders, an amount equal to $10 per share plus
accrued but unpaid dividends.

Series C Preferred Stock

Series C preferred stock will rank equally to the Class A shares for dividends and redemption upon
liquidation, but shall be subordinate in all such respects to the Class B shares. Series C will accumulate
dividends, whether or not declared, at the rate of 8% per annum. These shares have a par value of
$0.001.

Each share of Series C preferred stock may be converted, at the option of the holder, into shares of
common stock based upon a conversion rate (initially equal to 0.555 shares of Common Stock for each
share of Class C stock).
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

K. Stockholders’ Equity — continued
Series C Preferred Stock

The dividends for Series B and Series C preferred stock are cumulative and are payable when and if
declared by the Board of Directors. The Company accrued no dividends for the years ended
December 31, 2022 and 2021.

During 2022 and 2021, the Company did not declare or pay any dividends on preferred stock.
At December 31, 2022, the Company had approximately $667,000 in unrecorded dividends due in
arrears in the event of a dissolution, and had accrued $173,333 from prior declarations within accrued
expenses on the consolidated balance sheets.

L. Employee Benefit Plan

The Company sponsors a defined contribution plan with a 401(k) feature (the “Plan”) covering
substantially all employees. Contributions to the Plan are made by the Company on a discretionary
basis. The Company incurred costs of approximately $135,000 and $117,000 related to Plan expenses
and employer contributions for the years ended December 31, 2022 and 2021, respectively. This is
included in compensation and benefits expense on the consolidated statements of operations.

M. Related Party Transactions

During 2022 and 2021, the Company received information technology (“IT”) services provided by an
entity under common control. During the years ended December 31, 2022 and 2021, ASI paid the
related party approximately $247,000 and $250,000, respectively, for IT services, and $0 and $71,000
for rented workspace, respectively.

At December 31, 2022 and 2021, ASI has notes payable to related parties of approximately $635,000
(see Note G).

At December 31, 2022 and 2021, ASI had advances of approximately $892,000 and $753,000,
respectively, due from the Company’s Chief Executive Officer (“CEQO”), which are classified as long
term due to their deferred payment terms, are collateralized by shares in the Company and bear no
interest. At December 31, 2022 and 2021, the Company also has other employee advances due in the
amount of approximately $40,000 and $36,000, respectively.

The Company’s CEO acquired a significant equity interest in Rodney’s in August 2018. The entity is
intended to operate as a significant ASI franchise and represents a significant future resource to the
Company in the Southeastern United States via its relationship to the CEO, whom also owns the
majority of ASI. The Company has provided funding to Rodney’s for compensation and other
administrative expenses since its acquisition and has facilitated vendor relationships on behalf of
Rodney’s.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

M. Related Party Transactions — continued

At December 31, 2022 and 2021, the Company had receivables due from Rodney’s totaling
approximately $3,484,000 and $3,511,000, respectively, for working capital advances. This amount is
in the form of an unsecured note payable to the Company of approximately $1,251,000 and the
remainder is comprised of a payable.

During the years ended December 31, 2022 and 2021, the Company made purchases from Rodney’s
totaling approximately $199,000 and $97,000, respectively.

The note has a stated interest rate of 6% which is currently not being recorded by the Company.
The Company intends to leverage its relationship with Rodney’s for future growth and expansion, and
has provided these advances on a long-term borrowing basis as such they are classified as non-current
on the consolidated balance sheet. Repayment of these balances is dependent on the future cash flows
of Rodney’s. Ifitis unable to generate sufficient profits, a risk of non-payment exists for the Company.

In May 2022, a related party, Mothernode, lent the Company $180,000. The note is unsecured and has
a 0% interest rate. Amounts under this loan are included in current notes payable, related parties.

In August of 2022, the CEO purchased the $30,000 LA Non-Compete loan from Peter Rasmussin.
Amounts under this loan are included in current notes payable, related parties.

N. Employee Retention Credit

The employee retention credit (“ERC”), as originally enacted on March 27, 2020, by the Coronavirus
Aid, Relief, and Economic Security Act, is a refundable tax credit against certain employment taxes
equal to 50% of the qualified wages an eligible employer pays to employees after March 12, 2020, and
before January 1,2021. The Taxpayer Certainty and Disaster Tax Relief Act (the “Relief Act”), enacted
on December 27, 2020, amended, and extended the ERC. The Relief Act extended and enhanced the
ERC for qualified wages paid after December 31, 2020 through June 30, 2021. Under the Relief Act,
eligible employers may claim a refundable tax credit against certain employment taxes equal to 70%
of the qualified wages an eligible employer pays to employees after December 31, 2020 through June
30, 2021. The purpose of the ERC is to encourage employers to keep employees on the payroll, even
if they are not working during the covered period because of the coronavirus outbreak.

The Company qualified for federal government assistance through the ERC provisions and as such
applied for the credits in 2022. The Company qualified for approximately $2,300,000 which was
recorded as other income in 2022. Approximately $630,000 of the $2,300,000 is included in prepaid
and other current assets at December 31, 2022. This remaining balance was received in January 2023.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

0. Subsequent Events

In preparing the consolidated financial statements, the Company has evaluated all subsequent events
and transactions for potential recognition or disclosure through June 23, 2023, the date the consolidated
financial statements were available for issuance.

In May 2023, the Company entered into a debt agreement with a principal balance of $5,000,000 and

used part of the proceeds to pay off its line of credit. The remaining balance will be used for working
capital purposes. The debt bears an interest rate of 12.5% and is due June 30, 2025.
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Plano Office

5908 Headquarters Drive
Suite 300

Plano, Texas 75024
469.776.3610 Main

whitleypenn.com

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholders of
ASI Sign Systems, Inc. and subsidiaries

We have audited the accompanying consolidated financial statements of ASI Sign Systems, Inc. and
subsidiaries (the “Company”) which comprise the consolidated balance sheets as of December 31, 2020 and
2019, and the related consolidated statements of operations, stockholders’ equity, and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America
(“GAAP”); this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control.  Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the Company as of December 31, 2020 and 2019, and the results of their operations
and their cash flows for the years then ended in conformity with GAAP.

Whitley Foon 265

Plano, Texas
April 29, 2021



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

Assets
Current assets:
Cash

Accounts receivable, less allowance for doubtful accounts

of $308,717 and $246,262, respectively
Employee advances
Prepaid expenses and other current assets
Contract costs
Total current assets

Receivable from Rodney's Sign Co. (Note M)
Owner advances

Property and equipment, net

Goodwill, net

Intangible assets, net

Deferred financing costs, net

Deferred income taxes, net

Total assets

See accompanying notes to consolidated financial statements.
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December 31,

2020 2019
$ 1,089,822 $ 665,917
6,126,130 7,030,537
31,855 38,888
754,406 136,243
872,582 853,953
8,874,795 8,725,538
2,742,578 2,074,227
763,549 749,705
456,579 547,882
956,097 1,162,786
101,827 124,793
55,503 100,914
111,596 -
§ 14,062,524 § 13,485,845




ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (continued)

December 31,

2020 2019
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable $ 1,583,146 $ 1,986,049
Accrued expenses 1,965,224 2,120,084
Other payable - 45,000
Line of credit 4,201,392 -
Current portion of capital lease obligations 52,386 30,921
Current portion of notes payable, net of deferred financing costs 2,778,961 180,000
Current portion of notes payable, related parties 425,000 -
Total current liabilities 11,006,109 4,362,054
Long-term liabilities:
Notes payable, net of current portion and deferred financing costs - 2,718,558
Capital lease obligations, net of current portion 95,065 95,679
Notes payable, related parties, net of current portion - 425,000
Line of credit - 4,036,392
Customer deposits 398,265 505,274
Deferred income tax liability, net - 19,703
Total liabilities 11,499,439 12,162,660
Commitments and contingencies
Stockholders' equity:
Preferred stock, Series A, $0.001 par value, 860,000
shares authorized, 400,000 shares issued and outstanding 400 400
Preferred stock, Series B, $0.001 par value, 140,000
shares authorized, 140,000 shares issued and outstanding 140 140
Preferred stock, Series C, $0.001 par value, 45,000 shares
authorized, 45,000 shares issued and outstanding 45 45
Common stock, $0.001 par value, 1,000,000 shares
authorized, 700,000 shares issued and outstanding 700 700
Additional paid-in capital 2,982,801 2,982,801
Accumulated deficit (421,001) (1,660,901)
Total stockholders' equity 2,563,085 1,323,185
Total liabilities and stockholders' equity $ 14,062,524 $ 13,485,845

See accompanying notes to consolidated financial statements.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues:

Direct sales of products

Product installations

Service and marketing fees from franchisees
Total revenues

Cost of products sold
Gross profit

Compensation and benefits expense
Selling, general, and administrative expenses
Income from operations

Other income (expense):
Other income
Interest expense
Other income (expense)

Income before income tax (benefit) expense
Income tax (benefit) expense

Net income

See accompanying notes to consolidated financial statements.

Year Ended December 31,
2020 2019
$ 19,948,301 $ 21,621,927
2,205,571 3,742,133
474,125 498,161
22,627,997 25,862,221
12,875,273 14,935,650
9,752,724 10,926,571
6,642,508 6,520,438
2,995,640 3,437,836
114,576 968,297
1,728,188 -
(660,652) (693,831)
1,067,536 (693,831)
1,182,112 274,466
(57,788) 125,245
1,239,900 149,221
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities
Net income

Adjustments to reconcile net income to net cash

used in operating activities:
Depreciation

Amortization of goodwill and intangible assets
Debt issuance costs included in interest expense

Deferred income taxes
Bad debt expense
Paid in kind interest expense
Gain on contingent consideration
Gain on PPP loan expected forgiveness
Changes in operating assets and liabilities:
Accounts receivable
Receivable from Rodney's Sign Co.
Owner advances
Employee advances
Prepaid expense and other current assets
Contract costs
Customer deposits
Accounts payable and accrued expenses
Net cash used in operating activities

Investing Activities
Purchases of property and equipment
Purchases of intangibles
Acquisition of business, net of cash acquired
Net cash used in investing activities

Financing Activities
Proceeds from line of credit
Payments on line of credit
Payments of deferred financing costs
Proceeds from notes payable
Payments of capital leases
Payments on notes payable

Net cash provided by financing activities

Net increase (decrease) in cash
Cash at beginning of year

Cash at end of year

Supplemental Disclosure of Cash Flow Information

Cash paid during the year for interest
Cash paid during the year for income taxes

Non-cash activities
Equipment transferred to related party

Property and equipment financed through capital lease

See accompanying notes to consolidated financial statements.
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Year Ended December 31,
2020 2019
$ 1,239,900 $ 149,221
202,518 343,160
232,791 224,326
88,481 59,769
(131,299) 181,947
105,520 134,201
71,019 61,436
(45,000) -
(1,673,878) -
798,887 (249,228)
(668,351) (1,323,197)
(13,844) (16,856)
7,033 (7,631)
(618,163) 100,896
(18,629) (7,631)
(107,009) (235,085)
(557,763) 81,360
(1,087,787) (503,312)
(79,999) (32,861)
(3,136) (39,584)
- (50,000)
(83,135) (122,445)
875,000 4,036,392
(710,000) (4,483,654)
(15,795) (165,751)
1,673,878 1,000,000
(10,365) (16,674)
(217,891) (12,500)
1,594,827 357,813
423,905 (267,944)
665,917 933,861
$ 1,089,822 $ 665,917
$ 614,498 $ 797,418
$ 48,075 $ 50,000
$ - $ 5,897
$ 31,216 $ 46,165




ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2020 and 2019

A. Nature of Business

ASI Sign Systems, Inc. and subsidiaries (collectively the “Company” or “ASI”) was incorporated in
Delaware in 1988 to provide architectural sign products and services. ASI grants franchisees the license
and right to operate an architectural sign business using the ASI brand and provides the support services
specified in the franchise agreements. The Company operates as a franchisor for eleven franchisees
operating in nineteen markets across the United States of America. As of December 31, 2020, the
Company also owns and operates four franchises throughout the United States. The Company’s
corporate office is located in Irving, Texas.

B. Summary of Significant Accounting Policies

A summary of the Company’s significant accounting policies consistently applied in the preparation of
the accompanying financial statements follows:

Basis of Accounting

The accounts are maintained and the financial statements have been prepared using the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America
(“GAAP”).

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts in the financial statements and
accompanying notes. Actual results could differ from these estimates and assumptions.

Principles of Consolidation

The accompanying financial statements include the accounts of ASI Sign Systems, Inc. (“Corporate™)
and its wholly-owned subsidiaries ASI-New York, Inc. (“New York”); Environmental Signage
Solutions, Inc. (“Dallas’); Architectural Signing Associates, Inc. (“St. Louis™); and ASI-Houston, Inc
(“Houston”).

All significant intercompany accounts and transactions have been eliminated in consolidation.
Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. There were no such investments at December 31, 2020. The
Company maintains deposits primarily in one financial institution, which may at times exceed amounts
covered by insurance provided by the U.S. Federal Deposit Insurance Corporation (“FDIC”).
The Company has not experienced any losses related to amounts in excess of FDIC limits.



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Liquidity

The Company has assessed its ability to continue as a going concern for at least twelve months from
the date these financial statements were issued. The following information reflects the results of
management’s assessment of the Company’s ability to continue as a going concern.

As of December 31, 2020, the Company had a working capital deficit of approximately $2,131,000 and
for the year ended December 31, 2020, generated net income of approximately $1,240,000. Cashflows
used in operations were approximately $1,088,000. As discussed in Notes F and G, the Company’s
line of credit and notes payable mature in November 2021. The Company expects to be able to renew
the line of credit and extend the due date of the note payable. Management believes that cash flows
from operations and availability from the Company’s line of credit will fund operations for at least one
year from the issuance of these financial statements.

Accounts Receivable

Accounts receivable include uncollateralized receivables from the ASI franchisees as well as
receivables from direct sales customers of the Company. Management provides for probable
uncollectible amounts through a charge to earnings and a credit to a valuation allowance based on its
assessment of the current status of individual accounts. Management considers accounts receivable to
be past due 45 days after billing and provides an allowance for uncollectible receivables based on
historical write offs and current past due accounts. Management writes off accounts receivable when
all attempts to collect have been unsuccessful.

Property and Equipment
Property and equipment are recorded at cost less accumulated depreciation. The cost of normal repairs

and maintenance is charged to expense as incurred. Depreciation is computed using the straight-line
method over the following estimated useful lives:

Capitalized software development costs 3-10 years
Computer equipment and software 3-10 years
Furniture and fixtures 3-7 years
Office equipment 5 years
Machinery and equipment 3-7 years
Vehicles 3 years
Leasehold improvements 10 years *

* Shorter of the estimated useful life of 10 years or the remaining lease term.



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Capitalized Software Development Costs

The Company capitalizes costs incurred during the application development stage, which include costs
to design the software configuration and interfaces, coding, installation, and testing. Costs incurred
during the preliminary project planning and the post-implementation stages of software development
are expensed as incurred.

Capitalized development costs are amortized using the straight-line method over the estimated
economic life of the product. Costs incurred to maintain existing product offerings are expensed as
incurred. The capitalization and ongoing assessment of recoverability of development costs requires
considerable judgment by management with respect to certain external factors, including, but not
limited to, technological and economic feasibility, and estimated economic life. For the years ended
December 31, 2020 and 2019, the Company did not capitalize any software development costs.

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and
used is measured by a comparison of the carrying amount of an asset to undiscounted future net cash
flows expected to be generated by the asset. If such assets are considered to be impaired, the
impairment to be recognized is measured by the amount by which the carrying amount of the assets
exceeds the fair value of the assets, determined by discounting future net cash flows at an appropriate
discount rate. Assets to be disposed of are reported at the lower of the carrying amount of fair value,
less cost to sell. No asset impairment was recognized for the years ended December 31, 2020 and 2019.

Intangible Assets

Intangible assets consist of customer lists and trademarks, which are amortized using the straight-line
method over five years, contract acquisition costs which are amortized over the associated contract
terms, and non-compete agreements (fully amortized as of January 1, 2020). As of December 31, 2020
and 2019, intangible assets, net of accumulated amortization, were approximately $102,000 and
$125,000, respectively.

Goodwill
Goodwill represents the cost in excess of the fair value of net assets acquired in business combinations.

In January 2014 the Financial Accounting Standards Board (“FASB”) issued Accounting Standards
Update (“ASI”’) No. 2014-02, Intangibles — Goodwill and Other, whereby a nonpublic entity can elect
to apply an accounting alternative to amortize goodwill over a period of 10 years or over a shorter
period if appropriate. Upon adoption of the accounting alternative, an entity is required to make an
accounting policy election to test goodwill for impairment at the entity level or the reporting unit level.
Goodwill would be tested for impairment only if an event occurs or circumstances change that indicate
that the fair value of the entity (or reporting unit) may be below its carrying amount, referred to as a
triggering event.



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Goodwill — continued

In March 2021, the FASB issued ASU 2021-03 Intangibles — Goodwill and Other, Accounting
Alternative for Evaluating Triggering Events, which provides private companies with an accounting
alternative to perform the goodwill impairment triggering event evaluation as of the end of the reporting
period. An entity that elects this alternative is not required to monitor for goodwill impairment
triggering events throughout the reporting period but, instead, should evaluate the facts and
circumstances as of the end of each reporting period to determine whether a triggering event exists and,
if so, whether it is more likely than not that goodwill is impaired. The Company has evaluated the
impact of this ASU and has adopted this guidance as of January 1, 2020.

Upon the occurrence of a triggering event, an entity may assess qualitative factors to determine whether
it is more likely than not that the fair value of the entity (or reporting unit) is less than its carrying
amount, and whether a quantitative impairment test is necessary.

If a quantitative impairment test is necessary, the entity would determine the fair value of the entity
(or reporting unit) and compare the fair value to the carrying amount. The amount of impairment, if
any, would be measured by the excess of the carrying amount over the fair value. The Company elected
to test goodwill for impairment at the entity level and uses a useful life of ten years. Amortization
expense for the years ended December 31, 2020 and 2019, was approximately $207,000 and $197,000,
respectively. There was no impairment during the years ended December 31, 2020 and 2019.

Based on the current carrying amount of goodwill subject to amortization, the estimated amortization
expense for each of the succeeding five years and thereafter is as follows:

2021 205,924
2022 205,924
2023 205,924
2024 205,924
2025 96,436
Thereafter 35,965

$ 956,097

Revenue Recognition
Contracts

On January 1, 2019, the Company adopted ASU No. 2014-09, Revenue from Contracts with Customers
(Topic 606), Accounting Standards Codification (“ASC”) 606 which supersedes nearly all existing
revenue recognition guidance under GAAP. The core principle of ASC 606 is to recognize revenues
when promised goods or services are transferred to customers in an amount that reflects the
consideration to which an entity expects to be entitled for those goods or services.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Revenue Recognition — continued
Contracts — continued

The new revenue guidance defines a five-step process to achieve this core principle and, in doing so,
more judgment and estimates may be required within the revenue recognition process than are required
under existing GAAP. The Company adopted this guidance using the modified retrospective approach
effective January 1, 2019, to open contracts. The adoption of the standard did not have a material
impact on the amounts reported in the financial statements, and the Company has determined that there
will be no cumulative effect adjustment to retained earnings.

The Company derives its revenues primarily from the design, manufacture, and installation of signage.
Revenues are recognized when control of these products or services is transferred to its customers, in
an amount that reflects the consideration the Company expects to be entitled to in exchange for those
products and services.

The Company also provides services to franchisees through franchising agreements. Revenue from
new and renewal franchise agreements is recognized when substantially all significant start-up services
to be provided by the Company have been performed. Revenues from service and marketing fees due
from franchisees are recognized as the services are provided by the Company to the franchisees.

Performance Obligations

A performance obligation is a promise in a contract to transfer a distinct good or service to the customer.
A contract’s transaction price is allocated to each distinct performance obligation and recognized as
revenue when, or as, the performance obligation is satisfied.

The Company uses point in time recognition for the majority of the work it performs. The Company
often performs work at the Company’s own facilities, where control does not continuously transfer to
the customer as work progresses. Revenues for signs which are designed and manufactured at an
ASI facility are recognized upon the point in time in which they are (i) delivered to a project location
controlled by the customer and (ii) the Company has the right to bill the customer for any costs incurred.
Installation of the signage is treated as a separate performance obligation and is recognized upon
completion of the sign installation and inspection and approval of the work by the customer or its
general contractor.

Contract costs include all direct material, labor and indirect costs related to contract performance.
Changes in job performance, job conditions, estimated contract costs and profitability and final contract
settlements may result in revisions to costs. Such costs are often reimbursed through payments from
customers related to work performed (but not completed) and are nonrefundable. The cumulative
amount of those payments is not expected, at all times throughout the contract, to at least correspond
to the amount that would be necessary to compensate the Company for performance completed to date.
At various times during construction of signage, the cumulative amount of consideration paid by the
customer might be less than the selling price of the partially completed sign at that time. Consequently,
the entity does not have a right to payment for performance completed to date.

11



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Revenue Recognition — continued
Performance Obligations — continued

Sales and other taxes the Company collects concurrent with revenue-producing activities are excluded
from revenue. Shipping and handling fees charged to customers are recognized in connection with
sales revenue and are expensed as fulfillment costs after the customer obtains control of the goods.

Contract Assets and Liabilities

Contract costs represent contracts in progress, and include costs incurred on the Company’s contracts
to manufacture signage. The costs included in contracts in progress are raw materials, labor, and
overhead, and are deferred until control of the sign transfers to the customer and revenue is recognized.
Contract liabilities represent customer deposits received prior to the satisfaction of performance
obligations. Contract liabilities are recognized as revenue once the corresponding performance
obligations are satisfied based on the contract with the customer.

Contract assets and contract liabilities were as follows as of December 31, 2020:

Contracts costs $ 872,582
Customer deposits $ 398,265

Contract assets and contract liabilities were as follows as of December 31, 2019:

Contracts costs $ 853,953
Customer deposits $§ 505,274

Advertising

The Company expenses advertising costs as incurred. Advertising expense for the years ended
December 31, 2020 and 2019, totaled approximately $53,000 and $45,000, respectively.

Income Taxes

Under GAAP there are two components of income tax expense: current and deferred. Current income
tax expense reflects taxes to be paid or refunded for the current period by applying the provisions of
the enacted tax law to the taxable income or excess of deductions over revenues. The Company
determines deferred income taxes using the liability method. Under this method, the net deferred tax
asset or liability is based on the tax effects of the differences between the book and tax bases of assets
and liabilities, and enacted changes in tax rates and laws are recognized in the period in which they
occur. Deferred income tax expense results from changes in deferred tax assets and liabilities between
periods. Deferred tax assets are reduced by a valuation allowance if, based on the weight of evidence
available, it is more likely than not that some portion or all of a deferred tax asset will not be realized.

12



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies — continued
Income Taxes — continued

Uncertain tax positions are recognized if it is more likely than not, based on the technical merits, that
the tax position will be realized or sustained upon examination. The term more likely than not means
a likelihood of more than 50 percent; the terms examined and upon examination also include resolution
of the related appeals or litigation processes, if any. A tax position that meets the more likely than not
recognition threshold is initially and subsequently measured as the largest amount of tax benefit that
has a greater than 50 percent likelihood of being realized upon settlement with a taxing authority that
has full knowledge of all relevant information. The determination of whether or not a tax position has
met the more likely than not recognition threshold considers the facts, circumstances, and information
available at the reporting date and is subject to the management’s judgment. The Company believes it
has no such uncertain positions.

Fair Value of Financial Instruments

The Company calculates the fair value of its assets and liabilities which qualify as financial instruments
and includes this additional information in the notes to the financial statements when the fair value is
different than the carrying value of those financial instruments. The estimated fair values of accounts
receivable contracts in progress, accounts payable and accrued expenses approximate the carrying
amounts due to the relatively short maturity of these instruments. None of the financial instruments are
held for trading purposes. The carrying values of the line of credit, notes payable, and capital lease
obligations approximate fair value since these instruments bear market rates of interest.

Variable Interest Entities

During 2019, the Company early adopted ASU No. 2018-17, Consolidation (Topic 810): Targeted
Improvements to Related Party Guidance for Variable Interest Entities. Under the new standard, a
private company could make an accounting policy election to not apply variable interest entity guidance
to legal entities under common control (including common control leasing arrangements) when certain
criteria are met. This accounting policy election must be applied by a private company to all current
and future legal entities under common control that meet the criteria for applying the alternative.
A private company will be required to continue to apply other consolidation guidance, specifically, the
voting interest entity guidance. Additionally, a private company electing the alternative is required to
provide detailed disclosures about its involvement with, and exposure to, the legal entity under common
control. The Company adopted this guidance using the prospective approach on January 1, 2019. The
adoption of the standard resulted in the presentation and disclosure of the Company’s receivable from
Rodney’s Sign Co. (“Rodney’s”) which is an entity under common control that was consolidated as a
variable interest entity prior to adoption. See Note M for further discussion.

Reclassifications

Certain prior year amounts have been reclassified to conform to the current year presentation. These
reclassifications had no effect on previously reported results of operations.

13



ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

C. Business Combinations

On November 30, 2019, the Company purchased certain leasehold rights and assets from
Caldane Corporation for the operation of an ASI franchise in Los Angeles. Transaction costs in
connection with the acquisition were nominal and were expensed when incurred. The goodwill arising
from the acquisition consists largely of synergies and economies of scale expected from the assets
acquired of Caldane. The goodwill resulting from the transaction is deductible for tax purposes.

As part of the business combination, the Company entered into a contingent payment arrangement with
the seller in the amount of $45,000 that is payable subject to the acquired franchise generating at least
$450,000 in revenue during the 12 months immediately following the acquisition. The liability bears
interest at zero percent and was classified as other payable on the balance sheet at December 31, 2019.
In 2020, the Company determined that the threshold would not be reached, and the Company
recognized a gain of $45,000 that is included in other income on the accompanying consolidated
statements of operations for the year ended December 31, 2020. Also, the Company entered into a
non-compete note with the seller in the amount of $30,000 that bears interest at 6%. The non-compete
note principal balance along with any accrued and unpaid interest is due on November 30, 2021.

The following table summarizes the consideration paid and the amount of the assets acquired, and
liabilities assumed at the acquisition date:

Consideration

Cash consideration $ 50,000
Contingent payment 45,000
Non-compete note 30,000
Total consideration $ 125,000

Recognized amounts of identifiable net assets

Inventory $ 1,150
Property and equipment 32,020
Goodwill 91,830
Net identifiable assets and goodwill recorded $ 125,000
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

D. Property and Equipment

Major classifications of property and equipment are summarized below as of December 31:

2020 2019

Capitalized software development costs $ 131,438 $ 1,517,285
Computer equipment and software 123,198 490,508
Furniture and fixtures 348,527 341,617
Office equipment 47,548 62,183
Machinery and equipment 1,297,898 1,222,547
Vehicles 118,621 127,622
Leasehold improvements 161,671 127,069
Total property and equipment 2,228,901 3,888,831
Less accumulated depreciation (1,772,322) (3,340,949)

$ 456,579 $ 547,882

Depreciation expense for the years ended December 31, 2020 and 2019, was approximately $203,000
and $343,000, respectively.

E. Intangible Assets

Definite lived intangible assets consisted of the following as of December 31:

2020 2019

Non-compete agreement $ - $ 497,000
Trademark 5,475 5,475
Contract acquisition costs 115,682 112,546
Customer lists - 1,299,918
Total intangible assets 121,157 1,914,939
Less accumulated amortization (49,330) (1,820,146)

$ 71,827 $ 94,793

Amortization expense for the years ended December 31, 2020 and 2019, was approximately $26,000
and $28,000, respectively. Based on the current carrying amount of definite lived intangible assets
subject to amortization, the estimated amortization expense for each of the succeeding years is as
follows:

2021 $ 23,943
2022 23,942
2023 23,942

$ 71,827
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

E. Intangible Assets — continued

At December 31,2020 and 2019, the Company also had $30,000 in territory rights which are considered
indefinite lived assets not subject to amortization.

F. Lines of Credit

On December 29, 2017, the Company obtained a revolving line of credit facility and note payable
(Note G) with a financial institution that provides for borrowings up to $4,500,000. The line of credit
was refinanced in 2019 and was paid in full on November 27, 2019.

In November 2019, the Company obtained a new revolving line of credit facility with a financial
institution that provides for borrowings up to $4,250,000. The line of credit, which had $4,201,392
outstanding at December 31, 2020, accrues interest at 3.52% and matures November 21, 2021. Costs
of $15,795 and $105,302 were incurred to open the line of credit in 2020 and 2019, respectively, and
are being amortized over the term of the facility.

These deferred costs, net of accumulated amortization, total $55,503 as of December 31, 2020, and will
be amortized over the remaining life of the agreement. As of December 31, 2020, the outstanding line
of credit is collateralized by substantially all assets of the ASI, is guaranteed by the majority shareholder
of ASI, and had restrictive covenants. At December 31, 2020, the Company was in compliance with
all required covenants.

G. Notes Payable

In November 2019, the Company entered into a $750,000 note payable in conjunction with the line of
credit (Note F). The note bears interest at 3.52%, is collateralized by the assets of the Company, and
is guaranteed by the majority shareholder of ASI. The note requires monthly payments of $12,500 up
to maturity on November 27, 2021. At December 31, 2020, the outstanding balance is $587,500. At
December 31, 2020, the Company was in compliance with all required covenants.

In July 2015, the Company entered into a $2,000,000 note payable in order to fund the purchase of
St. Louis. The note bears interest at a variable rate based on certain financial ratios. In
November 2019, the Company converted $125,000 in PIK interest into a note bearing interest of 13%,
of which 3% of the accrued interest is allowable to be paid in kind (“PIK”), and compounded to the
note balance annually. The notes are collateralized by the assets of the Company, are guaranteed by
the majority shareholder of ASI, and mature on November 27, 2021. At December 31, 2020, the
outstanding balance was $2,186,462, bearing interest at 13%, which includes the PIK interest. This
note has restrictive covenants. At December 31, 2020, the Company was in compliance with all
required covenants.

As described in Note C, the Company has as $30,000 note bearing interest at 6% due November 2021.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

G. Notes Payable — continued

On March 27, 2020, the U.S. federal government enacted the Coronavirus Aid, Relief, and Economic
Security Act (“CARES Act”), which included provision for a Paycheck Protection Program (“PPP”)
administered by the U.S. Small Business Administration (“SBA”). The PPP allows qualifying business
to borrow up to $10 million calculated based on qualifying payroll costs. PPP loans bear a fixed interest
rate of 1% over a five-year term, are guaranteed by the federal government, and do not require
collateral. Payments of principal and interest are deferred until 16 months from the date of the loan,
and prepayments may be made at any time without penalty. The loans may be forgiven, in part or
whole, if the proceeds are used to retain and pay employees and for other qualifying expenditures.
The Company applied for a PPP loan in the amount of $1,673,878, which was approved by the SBA
on April 3, 2020, and funded on April 20, 2020.

The Company has elected to account for the PPP loan in accordance with Accounting Standards
Codification Topic 470 — Debt. The Company has applied for forgiveness and expects for the full PPP
loan amount to be forgiven by the SBA. As such, the Company has recorded a gain of $1,673,878 that
is included in other income on the accompanying consolidated statements of operations for the year
ended December 31, 2020.

The Company capitalizes costs incurred in connection with borrowings or establishment of credit
facilities. These costs are netted against the non-current portion of the related notes payable on the
consolidated balance sheets and are amortized as an adjustment to interest expense over the life of the
notes payable. In the case of early debt principal repayments, the Company adjusts the value of the
corresponding deferred financing costs with a charge to interest expense and similarly adjusts the future
amortization expense. Deferred financing costs, net of amortization, totaled approximately $25,000
and $52,000 as of December 31, 2020 and 2019, respectively, and are being amortized over the life of
the notes payable. See Note H for discussion of notes payable to related parties.

Future maturities of long-term debt at December 31, 2020, are as follows:

2021 § 3,228,962
3,228,962

Less: Deferred financing costs (25,001)

Long term debt $ 3,203,961

H. Notes Payable, Related Parties

On July 31, 2015, ASI entered into unsecured note agreements payable to the sellers of St. Louis for a
total of $300,000. The sellers are current stockholders of ASI. The notes bear interest at a rate of 6%.
Interest is computed and paid on a quarterly basis on the first day of January, April, July, and October
throughout the term of the notes. The principal amount of the notes together with any accrued and
unpaid interest is due on November 27, 2021. The balance of the notes totaled $300,000 as of
December 31, 2020.
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ASI SIGN SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

H. Notes Payable, Related Parties — continued
In November 2019, the Company entered into an unsecured note agreement payable to an employee of
the Company for a total of $125,000. The note bears interest at a rate of 13%. The principal amount

of the note together with and accrued and unpaid interest is due on November 27, 2021. The balance
of the note was $125,000 as of December 31, 2020.

I. Income Taxes

The components of the income tax provision are as follows for the year ended December 31:

2020 2019
Current $ 73513 $  (56,701)
Deferred (131,301) 181,946
Total income tax expense (benefit) $ (57,788) $ 125,245

Deferred tax assets and liabilities consist of the following as of December 31:

2020 2019
Deferred tax assets:
Allowance for doubtful accounts $ 64,831 $ 50,951
Net operating losses 79,786 -
Accrued expenses 76,516 67,029
221,133 117,980
Deferred tax liabilities:
Property and equipment (94,273) (116,543)
Intangible assets (15,264) (21,140)
(109,537) (137,683)
Net deferred tax assets (liabilities) $ 111,596 $  (19,703)

The Company records a valuation allowance, when necessary, to reduce the deferred tax assets reported
if, based on the weight of the evidence, it is more likely than not that some portion or all of the deferred
tax assets will not be realized. After consideration of all of the evidence, both positive and negative,
management determined that no valuation allowance was necessary as of December 31, 2020, to reduce
the deferred tax assets to the amount that will more likely than not be realized. At December 31, 2020,
the Company has approximately $380,000 in federal net operating losses with no expiration.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

J. Commitments and Contingencies
Leases

The Company leases certain equipment under non-cancelable operating lease