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Item 7 Estimated Initial Investment 

YOUR ESTIMATED INITIAL INVESTMENT 

Your Estimated Initial Investment for a Franchised Hair Club Center 

Type of 
Expenditure 

Amount Method of 
Payment When Due 

To Whom 
Payment Is 

Made From To 

Initial Franchise 
Fee (Note 1) $25,000 $50,000 Lump Sum 

Upon 
signing 

Franchise 
Agreement 

Us 

Lease (Note 2) $13,333 $58,333 As incurred 
Before 

opening, as 
incurred 

Landlord 

Utility Deposit 
(Note 3) $150 $250 As incurred 

Before 
opening, as 

incurred 

Utility 
Providers 

Architect Fees 
(Note 4) $10,000 $50,000 As incurred 

Before 
opening, as 

incurred 
Third Parties 

Construction 
Costs (Note 4) $260,000 $750,000 As incurred 

Before 
opening, as 

incurred 
Third Parties 

Expenses for 
Initial Training 
(Note 5) 

$6,000 $12,000 As incurred 
Before 

opening, as 
incurred 

Third Parties 

Business 
Licenses and 
Permits 
(Note 6) 

$250 $500 As incurred 
Before 

opening, as 
incurred 

Licensing 
Authorities 

Business 
Insurance 
(Note 7) 

$5,000 $12,500 As incurred 
Before 

opening, as 
incurred 

Insurance 
Providers 

Initial Inventory 
(Note 8) $15,000 $20,000 As incurred 

Before 
opening, as 

incurred 

Us, Approved 
Suppliers 

Computer 
Hardware & 
Software 
(Note 9) 

$10,000 $30,000 As incurred 
Before 

opening, as 
incurred 

Approved 
Vendor 
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Your Estimated Initial Investment for a Franchised Hair Club Center 

Type of 
Expenditure 

Amount Method of 
Payment When Due 

To Whom 
Payment Is 

Made From To 

Initial Tech Fee 
(Note 9) $5,000 $5,000 Lump Sum 

Before 
opening, 

as incurred 
Us 

Furniture, 
Fixtures, & 
Eqpt (Note 10) 

$20,000 $50,000 As incurred 
Before 

opening, as 
incurred 

Approved 
Suppliers 

Signage 
(Note 11) $2,000 $5,000 As incurred 

Before 
opening, as 

incurred 

Approved 
Suppliers 

Grand Opening 
Marketing 
Program 
(Note 11) 

$10,000 $15,000 As incurred 
Before and 

during 
opening 

Various 

Professional 
Fees (Note 13) $10,000  $20,000 As incurred 

Before 
opening, as 

incurred 

Accountants, 
Attorneys, 

and 
Consultants 

Additional 
Funds 
(3 months) 
(Note 14) 

$100,000  $350,000 As incurred After 
opening Various 

Total $491,733  $1,428,583     

Notes: 

1.   Initial Franchise Fee. The franchise fee range is $25,000 to $50,000, as described 
in Item 5, and is used to defray our costs for providing training, promotional 
assistance and materials, site selection guidance, and other services. For Eligible 
Military Personnel, we offer a 10% discount from the Initial Franchise Fee. 

2.  Lease. You must purchase or lease a space at which to operate your Hair Club 
Center. The estimate is for lease payments covering four months’ rent (rent for the 
first three months of operation and one month’s security deposit), with a Hair Club 
Center that is 2,000 to 5,000 square feet in size, and rent at $20 to $35 per square 
foot per year, with no obligation to pay rent during the build-out period (before you 
actually open for business). 
Hair Club Center locations include downtown store fronts, suburban centers, and 
shopping centers.  
Rent varies considerably from market to market, and from location to location within 
each market. Rents may vary beyond the range that we have provided based on 
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factors such as competition and market conditions in your area, the type and nature 
of improvements needed to the premises, the size of the Hair Club Center, the terms 
of the lease, and the desirability of the location. If you cannot negotiate a pre-opening 
rent abatement your costs will be higher. If you choose to buy (instead of leasing) 
the real estate for your Hair Club Center, you will incur additional costs that we 
cannot estimate. 

3.  Utility Deposit. You may be required to pay deposits before the installation or 
beginning of service of telephone, gas, electric and other utilities. This estimate 
excludes utility tap fees which are typically covered by the landlord. 

4.  Architect’s Fees and Construction Costs. The cost of construction depends upon 
the size and condition of the premises, the nature and extent of leasehold 
improvements required, including awning, general construction, permits, 
architectural fees and legal fees. The location, age and size of the Hair Club Center 
and the extent of landlord participation in the build-out significantly affect that cost. 
The lower figure assumes that the cost of leasehold improvements is borne by the 
landlord through a tenant improvement allowance for leasehold improvements. The 
range of figures in the table above includes the cost of reasonable renovation or 
leasehold improvements. The extent of the required leasehold improvements may 
vary widely depending upon the existing facility and modifications required to 
accommodate a hair care and treatment facility. The architect’s fee is not included 
in the total estimate for construction and is shown as a separate entry in the above 
chart. The estimate is based on space in the range of 2,000 to 5,000 square feet at 
a build-out cost of $135 to $160 per square foot. If you incur higher build-out costs, 
then your total expenditure will be higher as well. 

5.  Initial Training Expenses. You are responsible for making arrangements and 
paying the expenses for any persons attending the training program, including 
transportation, lodging, meals and wages. The amount expended will depend, in 
part, on the distance you must travel and the type of accommodation you choose. 
The estimate provided contemplates the training of 3 people (the operating owner, 
store manager, and one designee) for approximately 14 days in accordance with the 
training schedule in Item 11. The estimate assumes a travel allowance of $2,000 to 
$4,000 per person. 

6.  Business Licenses and Permits. This estimate includes costs relating to business 
license requirements, health and safety regulations (including occupancy), 
employment regulations, music and entertainment (including license fees to 
copyright and other intellectual property owners and vending and gaming licenses). 
You should not consider this list as comprehensive. The laws in your state, county 
or municipality may be more or less stringent. You are advised to examine these 
laws before purchasing a franchise from us. You may need to hire accountants 
and/or legal counsel to assist you in obtaining required licenses and permits and 
other legal compliance, which is shown as a separate entry in the above chart. 

7.  Business Insurance. The estimate is to pay for 12 months’ insurance coverage 
under the required minimums under your Franchise Agreement, both before and 
after you open your Hair Club Center. The cost of insurance will vary based on the 
type of policies procured, nature and value of physical assets, gross revenues, 
number of employees, square footage, geographical location, size, and contents of 
the business, and other factors bearing on risk exposure. 
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8.  Initial Inventory. These amounts represent your initial inventory of hair care and 
wet-line products (such as shampoo and conditioners), sample Hair Replacement 
Systems, hair restoration products, and other inventory products including tapes, 
adhesives, solvents, hair colorants, brushes, hot irons, hair dryers, hooded dryers, 
perm solutions, and various other items common to hair salons. An estimated 
$15,000 to $20,000 of the initial inventory amount represents inventory that you must 
purchase from us or approved vendors and affiliates. 

9.  Computer Hardware and Software. The estimated initial investment includes costs 
related to the mandatory purchase of computer hardware and software as well as 
security cameras for the Franchised Business. We reserve the right to implement as 
a part of our standards and specifications contained in the Manuals the requirement 
that you obtain approved accounting, reporting and operational software. We do not 
currently anticipate that any required software will be customized and proprietary, 
thus the terms and conditions of any software license or other agreement which may 
be required to be executed by you in connection with software are not known to us 
at this time. You may enter into a technology agreement to use the CRM and POS 
software and any other related that may be required (described in Item 8). We have 
the right to modify, enhance, supplement, substitute, discontinue use of, or otherwise 
change the hardware and software requirements with notice to you.  
You must pay to us an initial technology license fee of $5,000, which will be due 
upon entering into the technology license agreement (if required) or before you open 
your Hair Club Center, as described in Items 8 and 11. 

10.  Furniture, Fixtures, Equipment, and Signage. You must furnish your Franchised 
Business in accordance with our standards. This will include certain required 
equipment, furniture, and fixtures. These costs will vary depending on the size and 
condition of the Franchise Hair Club Center. Your required equipment will include 
the necessary barber chairs, mirrors, frames, plumbing fixtures and appliances, 
furniture, miscellaneous office supplies, and all other equipment required to properly 
operate the Hair Club Center. Signage must be obtained from our approved or your 
pre-approved supplier and conform to our standards, including standards related to 
the use of our trademarks as set forth in the Brand Manual. 

11.  Grand Opening Marketing Program. You will be required to spend the amount 
specified in your Franchise Agreement for grand opening marketing and promotional 
programs in conjunction with the initial launch of your Hair Club Center, an amount 
which we estimate will range between $10,000 and $15,000. These programs 
include marketing spanning from 60 days before opening to no later than 60 days 
post-opening, and may include product and service giveaways, and related direct 
labor. 

12.  Professional Fees. The estimate is for legal, accounting, administrative, traffic 
studies, demographic studies, and miscellaneous other professional fees that you 
may incur before you open for business, including (among other things) to assist you 
in reviewing the Franchise Agreement. Your actual costs may vary, for example, 
depending on the degree to which you rely upon your advisors, type of financing, 
lease negotiations, and the permitting process in your city. The hourly rates for 
advisors, accountants, and legal professionals will also vary. 
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13.  Additional Funds. You will need capital to support on-going expenses, such as 
payroll and utilities, to the extent that these costs are not covered by sales revenue. 
New businesses often generate a negative cash flow. We estimate that the amounts 
will be sufficient to cover ongoing expenses for the start-up phase of the business, 
which we calculate to be three months. This is only an estimate, however, there is 
no assurance that additional working capital will not be necessary during this start-
up phase or after. We relied on our own business experience and information and 
that of our affiliates and our franchisees in preparing these estimates.  
Your credit history could impact the amount (and cost) of funds needed during the 
start-up phase. If you have no credit history, or a weak credit history, suppliers may 
give you less favorable lending and payment terms, which might increase the 
amount of funds you will need during this period.  
You will need to have staff on-hand before opening to prepare the Store for opening, 
training, orientation, and related purposes. We estimate that you will need 
approximately 200 hours of staff time to get ready for your opening. Your staffing 
costs will depend on the prevailing wage rates in your area.  
The figures in the chart and the explanatory notes are only estimates. Your actual 
costs may vary considerably, depending, for example, on factors such as: local 
economic conditions; the local market for the Store; timing of your Store opening; 
the prevailing wage rate; competition; the sales level achieved during the initial 
period of operation; and your management and training experience, skill, and 
business acumen.  
You should review these figures carefully with a business advisor before making any 
decision to purchase the franchise. You should take into account the cash outlays 
and probable losses that you may incur while you are trying to get established. 
Extensive start-up costs may be involved, depending upon your circumstances. 
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