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The original thesis is, if our people are so amazing and our technology is so amazing, eventually office
managers will turn to us for everything. So we’ll effectively aggregate the demand for all of the goods,
services, and technology that’s required to run the office. And that’s the betwe’re making.

—Dan Teran, cofounder.and CEO, Managed by Q

I've never worked for a company like this. You’re going to have to kick me out of Q because I’'m never
leaving. On my day off,  wear my Q jacket.
= Allen Erickson, cleaning operator, Managed by Q

It was the end of July 2015 and Dan Teran had reason to be pleased with his 15-month-old on-demand
office cleaning and maintenance company, Managed by Q—known affectionately just as “Q.” The
startup was named after Q, the R&D'wizard in the James Bond movies who made sure Bond was fitted
out with whatever gadgets he might need,' and it was the firm’s ultimate goal to provide its customers
not only with clean floors and windows but with whatever they might need in managing their physical
space. Q had recently raised $15 million in a Series A round and had expanded from New York to
Chicago and San Francisco, with high customer satisfaction in all three markets. As CEO, Teran had
no doubt that he wanted Q to keep growing —the question was how. Should it focus on acquiring more
customers in its existing markets-and increasing revenue from each customer by offering more services?
Or should it keep expanding into new markets?

1 «Q” stood for quartermaster, a military officer responsible for providing housing, food, clothing, and other supplies to troops.
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As an on-demand company,? Q had entered a space bursting with startups and with venture capital firms
(VCs) eager to invest in them since the launch of the on-demand car service Uber in 2009. VC
investment in on-demand startups topped $4.12 billion in 2014, having increased 514% over the
previous year.® (See Exhibit 1 for funding and valuation information for select on-demand service
providers.) Most on-demand companies used independent contractors (called “1099ers” in reference to
tax form 1099, which contractors had to file annually) and so had Q, at first. But it soon chose a different
path. Now Q hired its employees, paid and trained them more than the industry standard, offered them
stable schedules, and provided opportunities for success and growth. Teran did not want to compromise
that way of doing business as Q grew.

Company Background

Q’s founders, Dan Teran and Saman Rahmanian, met at Prehype, a venture development firm, and
found that they shared a fascination with design and how it could‘be used to create great experiences.
Teran had worked in many startups and as a community organizer in Baltimore, Maryland and
Rahmanian had been successful in advertising. The two also shared their dissatisfaction with the
maintenance services in their housing co-ops.* Rahmanian was on the board of his co-op and in charge
of dealing with the maintenance company. “The service was terrible,” he explained.

There was no transparency. There was a clear. contract of the tasks that were supposed to be done
on a daily basis but you couldn’t ensure or enforce that the cleaner vacuumed the hallways and did
everything that he was supposed to do on a day-to-day basis. Communication was also tough. The
maintenance company was still operating in an analogue world. I had to leave voicemails. I had to
fax documents to get work approved.

It dawned on Teran and Rahmanian that, merging their interests in design and technology, they could
develop a fully transparent way to manage a physical space, including cleaning and maintenance. They
envisioned a wall-mounted iPad with a customized dashboard that would list all the tasks to be done
and show customers when each task had been taken care of. The opportunity was big. The $51 billion
janitorial service industry was highly fragmented. Of the nearly 860,000 janitorial services in the United
States, employing 1.8 million people, 96% had fewer than five employees. Office-cleaning services
accounted for 32% of the industry’s revenue (see Exhibit 2). The top three companies took in 10% of
the revenue. The  biggest player, ABM Industries, served commercial buildings and residential
complexes and offered janitorial services, parking, facility solutions, building solutions, security, and
other services. Janitorial services accounted for more than 50% of its $2.7 billion revenue. To improve

2 An on-demand company uses information technology to fulfill consumer demand by immediately providing goods and/or services (Mike Jaconi, “The ‘On
Demand Economy’ Is Revolutionizing Consumer Demand—Here’s How,” Business Insider, July 13,2014).
3 “On-Demand Startups See Surge in Venture Capital,” Phys Org, May 14, 2015.

“In a housing cooperative (or “co-op”), rather than owning actual real estate, each resident owns a part of a corporation that owns the building; that is, they are
shareholders. As long as the shareholder owns the stock, he or she can live in that unit (https:/www.lendingtree.com/glossary/what-is-cooperative-housing,
accessed January 25, 2015).
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service, it had recently introduced a digital quality-assurance program that gave customers access to
cleaning schedules and work-order status. Two other well-known players were Jani-King International,
a commercial cleaning company with more than 10,000 U.S. franchises and revenue of $662.8 million,
and ServiceMasterClean, with more than 4,000 franchises and revenue of $329.9 million.’

Teran and Rahmanian initially approached co-op boards with their startup idea but quickly found office
managers a better target customer. “Office managers have decision-making authority,” Teran pointed
out. “They want less confusion, fewer logistics and vendors to worry about ... We pitched our idea to
25 or 30 office managers and 15 or 20 of them signed up on the spot for service before we had built
anything. That was convincing enough for us to build the software and the supply back-end.”

Q’s Service Offering

In April 2014, Managed by Q launched in New York, with Teran as*"CEO and Rahmanian as Chief
Product Officer. They conceived Q as an office cleaning company that also provided maintenance and
office-supplies services, but focused their sales pitch on cleaning. The plan was that once customers
got a taste of Q’s high-quality cleaning service, they would come backto'Q for its other services. Target
customers were companies that occupied 6,000-20,000 square feet of space in Class B and C
commercial buildings.® Such companies typically had 50-150 employees in each location.

Q’s services included cleaning offices, conference rooms, workstations, and kitchens; detailing floors;
and taking out the trash and recycling. The company.charged $25/hour per cleaner, with a two-hour
minimum. Maintenance services ranged from relatively simple tasks like changing light bulbs,
assembling furniture, and packing and unpacking boxes to jobs like painting, carpentry, and light
plumbing and electrical work. Q charged from $40 to $80/hour, depending on the complexity of the
job, with a two-hour minimum. For its-office-supplies service, Q automatically refilled a company’s
supply of trash bags, paper towels, soap, copy paper, pens and pencils, and printer cartridges.

An office manager received a monthly invoice from Q that could include four line items: cleaning
(based on number of hours), maintenance work, cleaning supplies (a monthly subscription to cover the
cost of supplies.used), and office supplies.

Technology was akey part of Q’s offering, as the firm sought to differentiate itself by providing fully
transparent services. Q gave customers an iPad with a customized dashboard which listed the tasks
requested by the office manager (see Exhibit 3). Some tasks might come with photos showing, for
example, exactly where to put washed dishes. The office manager could also access the dashboard from
his or her own computer. Either way, he or she could monitor when the cleaners came and what they

5 Stephen Morea, “Janitorial Service in the US,” IBISWorld Industry Report, August 2015. This revenue figure includes ServiceMaster Clean’s Merry Maids
brand, a residential cleaning service.

6 Class A buildings were full-service commercial buildings (such as 30 Rockefeller Center) that competed for premier office users, charged above-average rents,
and provided cleaning and maintenance services. Class B buildings competed for users with rents in the average range for the area. Class C buildings competed
for tenants looking for functional space at below-average rents. Class B and C buildings did not come with maintenance and cleaning services; tenants were
responsible for taking care of their own spaces (http://www.boma.org/research/Pages/building-class-definitions.aspx, accessed October 12. 2015).
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did, adjust the cleaning tasks, and send messages and feedback to the cleaner or to the account manager,
known as the QM (see Exhibit 4).

Through the iPad (Exhibit 5), office managers could request maintenance services if, for instance, they
needed a desk assembled, furniture moved, or shelves mounted. If a customer needed a job done that
fell outside the scope of maintenance —say, installing a new security system—Q would refer it to a
vendor. Customers could also use the iPad to order office supplies such as printer cartridges, pens, and
paper and could add items to the basic list that Q provided.

For the cleaners, Q developed an app that provided a customized task list to check off during each
cleaning as well as the cleaner’s schedule and maps to all locations. The app enabled cleaners to
communicate directly both with Q and with the customer’s office manager if any problems or questions
came up during a job.

Evolution of Q’s Employment Model

When Q started, the contractor model was popular among on-demand startups offering cleaning and
maintenance services. Handy, for example, provided .cleaning, plumbing, handyman, and other
household services in 28 cities and enlisted about 10,000 independent contractors.”® Homejoy a
cleaning service, also used independent contractors; but closed in July 2015 due to lawsuits in which
cleaners claimed that they were being misclassified as independent contractors.

At first, the contractor model seemed the only way to run an on-demand commercial cleaning and
maintenance company. Competition was based largely on price and at 5.9% of sales, profit margins
were low (see Exhibit 6). Labor was the janitorial industry’s largest operating expense—54% of
revenue in 2015. Companies tended, to invest little in their employees; the average annual wage was
just over $15,000 and turnover was high.’

Q initially subcontracted cleaners from commercial cleaning companies. After some basic training on
cleaning protocol and how to use the iPad to check in and out of jobs, the cleaners were given their
customer accounts and their Q-branded uniform and away they went. But three months into the launch,
the founders determined that the subcontractor model would not work long term. Subcontractors varied
too much in how well they did their jobs. “We realized we hadn’t quite accounted for something,”

"In October 2014, two former cleaners from Handy filed a lawsuit alleging that they had been misclassified as independent contractors despite being told by the
company how to do their jobs and required to wear a uniform. Brady Dale, “Quality Ought to Come Before Growth When On Demand Workers Have a Key,”
Observer, September 16, 2015.

8 http://www slate.com/articles/business/moneybox/2015/07/handy_a_hot_startup_for_home_cleaning has_a_big mess_of its_own.html, accessed December
21,2015.

9 Stephen Morea, “Janitorial Service in the US,” IBISWorld Industry Report, August 2015.
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Teran noted. “No amount of beautifully designed software could make up for bad office cleaning, or
even worse, employees acting unprofessionally while donning our logo.”!°

Teran wanted more control over quality. “We wanted a company that people remembered for how well
it did its job,” he explained. “We wanted people to not just clean a desk. We wanted them to arrange
everything in straight angles. We wanted to create a lot of positive touch points with our customers.
We also wanted to be able to hire people committed to the long-term success of the company and not
just looking to pick up a paycheck.”

The subcontractor model also defied the founders’ vision of building an all-inclusive company where
everyone’s work satisfaction was equally important and everyone was dedicated to the company’s
success. In short, the envisioned a company where the cleaners and the“management did not see
themselves as “us” and “them.” Inspired by companies like UPS and Costco that had created scalable
businesses that took care of their employees, Teran and Rahmanian set out to do the same.

Q Operators

Every employee—whether he or she was a software engineer at headquarters (HQ) or out cleaning
offices—was called an “operator.” Those working at customer sites were called field operators. As of
late July 2015, Q employed 177 field operators in New. York, 23 in Chicago, and 47 in San Francisco.
They varied in age and education. Teran and Chris Davis, who led finance and administration, believed
that paying field operators more than industry average.and investing in them could help Q succeed by
reducing turnover costs and increasing| customer retention (see Exhibit 7 for a simple calculation).
They worked on creating a system that could leverage investment in field operators.

Compensation and Benefits

Cleaning operators earned $12.50/hour and got a $.25 raise every six months. Helpers and handymen,
who provided maintenance services, earned $20/hour and $40-$45/hour, respectively. All operators
were paid for travel time between jobs. Those working at least 30 hours a week received free health
insurance, 40 hours.of vacation, a 401(k) plan, and workers’ compensation. Roughly 25% of cleaning
operators worked 40-hours a week, usually at night (70% of cleaning jobs had to be done after 5:00pm);
most requested less time for personal reasons. Most handymen worked 20-30 hours a week.

In late summer 2015, Q was about to implement a bonus plan that could amount to 15% of operator
pay and that would depend on several metrics including on-time performance, customer satisfaction,
supervisor feedback, and operator referrals.

Hiring

19Dan Teran, “Why Cleaners Are Just as Valuable to My Startup as Computer Scientists,” Quartz, May 28, 2015, http:/qz.com/414281/why-cleaners-are-just-

as-valuable-to-my-startup-as-computer-scientists/, accessed January 7, 2016.
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Q posted positions on Craigslist, Indeed, and other sites. But more than half of its cleaning operator
applicants learned about it from other operators, friends and relatives of operators, or others who already
knew about Q, including job placement programs. Cleaning experience was a plus, but not required.
Having integrity and a good work ethic were required. “We want great people that we can train to do
the job well,” explained Anthony Fears, manager of people operations for New York.

Becoming a Q cleaning operator began with three online applications. The first asked for basic
information, including why the applicant wanted to work at Q and whether or not he or she was
authorized to work in the United States. The second asked questions like “What would you do if you
realize the office you are cleaning is out of paper towels?” to give Q an idea of the applicant’s
professionalism and ability to communicate in writing. The third was focused on cleaning quality and
tasks. For example, applicants were shown a photo of a kitchen and asked how they would clean it.

Those who passed the online process were invited to attend an information session on Q’s history,
culture, and values, and what the job of a Q cleaning operator entailed. Applicants were told about
benefits and promotion opportunities; for example, they could work their way up to become mentors,
helping train operators-in-training in the field, or supervisors, managing up to four operators. Mentors
and supervisors were all promoted from within—one had to start as an operator. Applicants also learned
about the role of technology; namely, the iPad and the operator app.

After the session, applicants met one-on-one with.a member of the people operations team so the
company could get a better sense of their fit with Q, their availability, whether they wanted full-time
or part-time work, and if they were interested in being on call to fill in if someone called in sick (they
were paid for their time on call even if they ended up not being needed). Those who were a good fit
were given a conditional job offer and asked to attend training sessions.

Operators interested in maintenance work, either as a helper or a handyman, went through a similar
process, including a one-on-one interview with the manager of maintenance operations.

Training

Q’s_training sessions started with a three-hour session at Q’s office on how to clean “the Q way”
(Exhibit 8) and how to download and use the Q dashboard on the iPad and the operator app. Operators
then received their uniforms and IDs.

Hands-on training began within a few days: two three-hour sessions on Q’s cleaning procedures with a
mentor. An operator-in-training then had to participate in two to three deep cleans, after which he or
she was rated by supervisors. (Deep cleaning sessions were more thorough than regular cleaning and
were performed for every new client, free of charge, before regular cleaning commenced. For a
medium-sized office, it took six cleaners four to five hours.) The final training step was a quiz on Q’s
policies and cleaning procedures. For those who passed the quiz and had sufficient ratings from their
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supervisors, the conditional job offer became a real job and they were assigned accounts. Those whose
scores or ratings were not good enough could get up to five mentor sessions. If they still couldn’t pass,
the conditional job offer was rescinded. The operator-in-training earned $10/hour.

Handyman candidates were supervised by a senior handyman for five projects to assess their skills and
teach them “the Q way” to do things like paint a wall or mount a TV. Trainees earned $20/hour.

Job Design

Cleaning operators were typically assigned several accounts, visiting each a few times a week: A typical
customer used 50-60 hours of cleaning per month. Q tried to schedule the same operator to the same
account unless the customer requested otherwise. On any given evening, an operator could have two or
three jobs. Q’s capacity utilization was 80%.

When a cleaning operator went to a site, he or she checked in with the iPad, which listed the required
tasks. Operators were expected to do the work in accordance with Q’s standardized cleaning procedures
and were encouraged to finish all the tasks even if it took longer than expected, either due to problems
or because the office manager had added tasks to the list:(QMs and office mangers agreed on the list
of tasks and how long they would take based on the first few cleaning sessions, which were considered
to be calibration periods.) Through the operator app;operators could inform Q of problems they saw or
suggestions for improvement. They werealso encouraged to identify maintenance issues. A cleaner
who noticed that the office had a new flat-screen television that needed mounting would send a message
to the office manager suggesting that he or she contact Q’s maintenance service. Cleaning operators
were also in charge of reordering and-restocking cleaning and office supplies. When they finished their
tasks, they checked them off on their operator app or the office iPad. Sometimes, they wrote notes to
the office manager.

Helpers and handymen (15% of field operators) performed maintenance services. Cleaning operators
staffed about 80% of helper jobs. Requests for helpers and handymen tended to be unpredictable and
typically had to be filled within a few hours. When Q received a request, the maintenance operations
team asked aseries of questions and requested photos to understand the job so that it could assign the
right'operator. While on-site, the operator was in contact with the maintenance operations team at Q’s
office to. make sure he or she had whatever was needed. As Harrison Johnson, who led maintenance in
New York, noted:

We want helpers and handymen to always feel like they have a person that is watching out for them,
that they can always reach out to versus calling in to a help center or submitting a support request.
We want to reinforce that they are part of a team. If they are having a serious issue and they don’t
know what to do, I will pull someone else and I'll send them over to that job site, no additional
charge to the customer, paying both people for the time, but knowing that, ultimately, the end result
of this person learning how to do the job by seeing someone else doing it and actually completing
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the job is much better for the customer. And it’s better for the team, psychologically. Nobody wants
to be left alone on a job site not knowing what to do.

Customer Service

Operators were encouraged to do whatever it took to deliver great service. Teran noted, “We’re never
going to tell a customer that we’re cheapest, but we will provide the best quality. I think it’s a dangerous
thing for a service company to start a race to the bottom.” QMs were continually in communication
with office managers through the iPad, phone, email, or face-to-face visits. Office managers could add
tasks and could work with QMs to adjust the length of cleaning sessions.

Customer feedback was crucial. As Teran explained, “We talked to a lot of people who owned cleaning
companies before we launched and they told us that no news is good news and that we’re crazy for
asking for feedback. Our belief is that no news means that our customers ate in the process of finding
another cleaning service.” Office managers could also rate the operators after each cleaning, which they
did 20% of the time. Ratings were based on checking in and out on time, completion of all tasks, and a
customer’s perception of the quality of the service. Senior VP of operations Armando Roman said,
“The rating is from one to five stars. And I can tell you fora fact that we jump through the roof if we
see anything that is below five stars.” As of June 2015, Q had a high customer retention rate (over 90%)
and had overwhelmingly positive Yelp reviews in all three markets in which it operated. (See Exhibit
9 for a few reviews.)

Q Culture

Operators often used the term “Q” to express-how to be or do something. “We have a code that tells
what it means to be Q,” Teran explained. ‘‘People will see something or someone and say either that’s
very Q or it’s not.” Being Q meant solving hard problems, because those were the ones worth solving.
It meant believing that technology could help people do their jobs, but could not do their jobs for them.
It also meant communicating fearlessly.

The original core value of transparency was a big part of being Q. Transparency set Q apart in the
janitorial and' maintenance space and made it easier for the company to spot problems and continuously
improve. Customers-were asked to provide continual feedback on their operator and on any other Q
services so that the company could keep improving. QMs were encouraged to conduct outreach to
office managers to assess the health of the account and spot problems. Q employees were encouraged
to communicate back to Q on what was working and what wasn’t through the operator app, emails to
their managers, and monthly surveys. When an operator suggested an idea to HQ, it was passed on to
the appropriate process owner. Someone at HQ would get back to the operator, who would then know
that he or she had been heard. Q management, in turn, shared information with its operators. “The same
updates I share with my board, I‘ll share with our operators,” Teran said.
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Another big part of being Q was community: belonging to an inclusive company which valued the
contributions of every operator and where operators knew they could not do their jobs alone. Q’s office
space had a lounge for everybody to use. When on-call cleaners did not have an assignment, they spent
time at the office. Others were welcome to stop by any time. Allen Erickson, a cleaning operator
explained: “Walking into Q’s office is like walking into Cheers. Everybody knows your name.” He
considered Q his extended family: “I grew up with my aunt and uncle in Queens. We lived in a three-
floor house and every Saturday was chore day. We cleaned from the basement all the way to the attic.
My aunt and uncle bred me for this job. I call my job my ‘everyday Saturday chores.’”

The sense of community was exemplified by the “Town Hall,” held every six weeks and attended by
all operators in a city. Management provided updates on the business, new products and technology,
and training methods. Operators could ask questions, complain, and suggest. improvements. The
gatherings culminated in awards for the operators who had received the.most five-star ratings, had been
the most punctual, and had received the most complimentary note from a customer.

Community building extended beyond Q’s offices and into the field: Every new employee, even those
in management, had to do at least one deep cleaning during his or her first week. This ensured that all
employees at Q understood—and had empathy for—the role of the cleaning operator. Cleaners were
occasionally amazed to find Teran working next to them during a deep clean.

Organization and Decision Making

Q had a clear separation of headquarters functions and city functions. HQ functions were responsible
for developing applications, acquiring customers, setting salaries and benefits, and standardizing
procedures and policies. There were about 20 people involved in software development alone. City
functions, led by a general manager (GM) who reported to Teran, were responsible for day-to-day
operations in each city. This operational autonomy ensured the flexibility to align with local needs.
Cities were staffed with account managers; managers for the cleaning, maintenance, and supplies
businesses; and, people operations, responsible for hiring and training.

In building the:-management team, the founders looked for people who were aligned with their vision.
For example, Laura Castaing recalls that when she interviewed for a GM role in New Y ork, the founders
talked about their philosophy concerning the operator base and how every operator was equal. “They
told me that [ had to fully get the philosophy,” Castaing added.

Q’s employee focus also made it an attractive place for seasoned managers like Chris Davis. Having
worked in several startups, he joined Q in February 2015. Apart from the market opportunity, he was
attracted to Q because of the management. “Dan and Saman are super-inspiring,” he said.

Ilove the idea of what they’re trying to do with employees. I think that my philosophy as a manager
had always been to trust my employees, to respect my employees, and give them the flexibility to
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prove themselves . . . . And to actually meet a company, trying to do it as a company and not just
as me alone, I think really inspired me and was the biggest piece of why I joined.

Q Knowledge

While city autonomy was crucial, so was operational consistency. To that end, Roman oversaw the
development of Q Knowledge, a centralized digital respository of company policies, processes, and
procedures that each location was expected to follow. For example, Q Knowledge included a section
called “The Info Session Playbook,” which provided step-by-step instructions for how to run an
information session (see Exhibit 10). While many people contributed to Q Knowledge, the Q
Knowledge Manager, who was part of the HQ team, owned the content and was the only one who could
change it or add to it.

Noting the important role that Q Knowledge would play as the company grew, Roman recognized the
tension between enforcing consistency and encouraging each city to operate autonomously:

If you look at the spectrum, we can be extremely prescriptive or extremely lenient. . . . [ want to
find exactly what processes we care about and document them. If we want to be consistent across
the board, the only way to do it is by referencing Q/Knowledge. My worst nightmare is being in 20
cities and each city operating totally different from one another. From a management perspective,
that would be impossible to control.

Roman predicted that as Q expanded, 80% of Q Knowledge content would consist of standardized
policies and processes for the entire company and 20% would be location-specific. He gave an example
of a process that was a good candidate for standardization: “When a customer requests an extra day of
cleaning, we should have a common process that explains how to staff that request. Currently, all three
cities do this differently. We haven’t figured out the best way yet.”

Funding

At the closing of'its-Series A.in June 2015, Q had raised a total of $17.4 million since its launch. In
August 2014yt had raised $775,000 in an angel round. One of the investors, Scott Belsky, was also an
early investor in Uber. In November 2014, Q raised another $1.65 million from four investors, including
the VCs Homebrew and RRE Ventures, both of which went on to invest in the Series A.

Steve Schlafman from RRE Ventures, the lead investor in the Series A, had met Q’s founders before
the angel round. Although he was impressed, he found Q’s business to be “incredibly operationally
complex.” RRE wanted to see more evidence of Q’s success before investing in it, so Schlafman hired
Q to clean RRE’s offices and watched Q progress. Schlafman explained, “I went to their launch party
and I saw the product and I was just blown away by the way they were thinking... The software was
gorgeous. You walked into their office and you felt the brand has just hit you in the face.” One of the
attractive points for RRE Ventures was Q’s opportunity to grow. As Schlafman explained:
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Cleaning is recurring. Cleaning is frequent. . . What I realized is that this could be a volume play
where, if you get in for cleaning initially, then you can use that to build trust and quality around the
service. And then they’ll trust you to do other things. Those other things are office supplies. And
then it’s going to be maintenance and then it’s going to be shipping and then who knows where
they take it.

Belsky agreed: “I was impressed by the potential for customers to rely on Q for other services such as
ordering more office/cleaning supplies, handymen, etc. . . . The interface of Q has‘the potential to
revolutionize many industries that operate underneath.”!!

How to Grow?

Since its founding, Q grew about 33% each month. By July 2015, it was providing services for 228
accounts in New York, 25 in Chicago (entered in April 2015), and 28 in San Francisco (entered in June
2015), serving 1% of target market in New York and less than 1% in Chicago and San Francisco. In a
given month, about 70% of a typical customer’s spending came from-office cleaning. The rest came
from maintenance and supplies. The gross margins for-maintenance was the highest, followed by
cleaning and supplies. Q expected all three city markets to be profitable by the end of 2016.

In Q’s Series A pitch during late Spring 2015, Teran estimated that by December 2015, the company
would expand into Boston, Atlanta, and Washington, DC and would serve over 1,400 offices. Teran
explained, “Once you’ve validated the concepts, you either need to put your foot on the gas and go or
it’s very likely that somebody else will.try and/do it... We have a copycat in Berlin. They’re literally
using the graphics from our website, they’re using the language that we use—they’re clones.” A
copycat had also emerged in Chicago and there were rumors that another was being incubated in San
Francisco.

But Teran was also aware of the challenges of scaling up a business like Q: “The supply side is
challenging. The product is really good and it solves a real need, but it’s not just software, right? So if
you were just-like a pure software business, you can set up new servers very easily. But when you’re
dealing with a living, breathing workforce that needs to be trained and provided for, you can’t just set
up another server to do that.”

There was more than one way to grow, and Teran still wasn’t sure which would be best for Q and its
people. One option was to go ahead with its plans to enter new markets. But during Q’s expansion into
Chicago and San Francisco, it had found that each new market posed different challenges. Chicago was
a different real estate market than New York. It had more consolidated commercial land ownership,
which meant more managed properties and fewer of the commercial buildings that were the best fit for

1 http://www.businessinsider.com/q-raises-775000-to-make-cleaning-an-office-easy-to-schedule-and-manage-2014-8, accessed December 21, 2015.
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Q. In San Francisco, Q faced a different labor market. As Castaing explained, “There are a lot of on-
demand startups there. We had to figure out, is the pay going to be different? Where do we advertise to
attract the people we need?” Nevertheless, Q had easily secured customers, hired employees, and
received high customer satisfaction ratings in both locations.

If Q expanded geographically, were Boston, Atlanta, and Washington, DC the ideal markets to enter?
They had attractive demand, but were there other factors—and perhaps booby traps—to consider?

Another option for growth was acquiring more customers in existing markets and offering more
services. After all, Teran and Rahmanian’s initial plan had been to create an operating system that
would manage all aspects of the physical space (see Exhibit 11). Office managers already loved using
their Q iPads to order supplies and ask for maintenance. To a limited extent, they could also use that
same platform to find third-party vendors for work that Q did not do. So far, less than 5% of Q’s sales
came from such use of its platform, but Q could, if it chose, provide a much wider selection of carefully
vetted third-party vendors. Investors were excited about the platform business, which not only appeared
more scalable—since Q only had to match customers to vendors without doing any of the actual work —
but also had high margins.

No matter which growth strategy Teran chose, he was determined not to pursue it at the expense of the
business model and culture that had made Q so successful—and given everyone involved so much
satisfaction—up to now.
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Exhibit 1 Timeline of the On-demand Services Sector

Name Date Service 1099 or Revenue Funding Valuation
launched w2
Airbnb 2008 Lodging 1099 $850 mn $794 mn $24 bn
Task Rabbit 2008 Small jobs/errands 1099 NA $37.7mn NA
Uber 2009 Transportation 1099 S1bn S50 bn $18 bn
Homejoy 2010 House cleaning 1099 $39.7 mn NA
WeWork 2010 Work space 1099 NA S1bn NA
Handy 2011 Household help 1099 NA S$61 mn NA
Munchery 2011 Food delivery W2 NA S117.mn NA
Postmates 2012 Delivery 1099 NA $138 mn NA
Instacart 2012 Grocery delivery 1099 & $100 mn $275 mn $2 bn
W2

Lyft 2012 Transportation 1099 NA $862 mn NA
Spoon Rocket 2013 Food prep/delivery 1099 NA $13.5mn NA

Sources: “On-Demand Startups See Surge in Venture Capital,” Phys Org, May 14, 2015; Rolfe Winkler and Douglas
Macmillan, “The Secret Math of Airbnb’s $24 Billion Valuation,” Wall Street Journal, June 17, 2015; Kevin Roose, “Does
Silicon Valley Have a Contract-Worker Problem?” New York Magazine, September 18, 2014; Annie Sciacca, “Will Too
Many Cooks Spoil Food Delivery?” San Francisco Business Times, October 9, 2015; Farhad Manjoo, "Instacart’s Bet on

Online Grocery Shopping," New York Times,;-April 29, 2015; Crunchbase.
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Exhibit 2 Janitorial Industry Segmentation

Janitorial Industry Products/Services

Segmentation, 2015
0
5% 3% ['2/0 u Standard
Commercial Cleaning

w Other

8%

. Residential Cleaning

@ Damage Restoration
Cleaning

i Floor Care Services

Janitorial Industry Market
Segmentation, 2015

6% 5% u Offices

6% u Educational Facilities
. Retail Complexes

i Residences

= Government

= Industrial Plants

= Healthcare Facilities

Source: Stephen Morea, “Janitorial Service in the US,” IBISWorld Industry Report, August 2015.
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Exhibit 3 Customized Dashboard of a Q Customer and List of Tasks for Cleaning Operator

Q  ooswes
< Mar Gth -Mar 12th > 1ooaY
SUN MON ol WED ™ R SAT

Q U

e

"Hi Hannah! | haven't seen you in awhile | hope all is well! Becca, has been very helpful in the night shift as you said she would.
Tonight she informed me she was closing one of the conference rooms for the night and the light was already off, so | leftitasis

See you all next time.-Tyrik Q°

$

e

"Hello all! Hope you have a wonderful week, some employees are still here so the last lights are still on. See you all next time!-

Tyrik Q"

Sample of Scheduled Tasks for Q Cleaning Operator (does not include all tasks)

Opening tasks Bathrooms
e Collect dishes, trash, and food from e (lean sinks and surfaces
desks/common areas e (Clean paper-towel holders/dryers
e Load and run'dishwasher e (lean toilets and urinals
Desks/private offices Printer/supply station
o  Wet-cloth desks e Dust and wet-cloth surfaces and printer
e Dust monitors, phones, and cabinets e Recycle papers left around printer
Kitchen Floor
e  (Cleaninside and outside appliances e  Wet-mop floor
e Hand-wash dishes Common areas
e (lean inside and outside coffee-maker e Wipe down common tables
Conference rooms e (lean glass walls, windows, and doors
e (lean glass walls, windows, and doors Finishing touches
e Hide and coil cords e Straighten chairs
e Break down and gather boxes
e Puttrash/recycling bags in designated
area

Source: The company.
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Exhibit 4 Customer Message about Q Cleaning Operator Imani

* % %k %k K

"Last night | stopped into the
office at 10PM and came upon
a shocking sight: Imani
cleaning the lint off of the
chairs with tape. Above the
call of duty! | took away two
things. First, | hope she has
health insurance because she
almost had a heart attack
when she learned she wasn't
alone in the office at 10PM.
Second, my lint collection is no
longer safe."

- Jody

Friday Aug 28, 9pm-11pm

Source: The company.

Exhibit 5 Wall-mounted iPad

t easy to our office.

Source: The company.
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Exhibit 6 Janitorial Services Industry Data

Industry value No. of

Revenue (SM)  added (SM) Enterprises Employment  Wages (SM)
2010 47,817.0 26,687.7 746,369 1,627,556.0 24,344.7
2011 48,297.3 27,083.5 762,547 1,641,139.0 24,282.3
2012 48,575.3 28,517.8 763,750 1,675,683.0 25,360.4
2013 48,870.5 29,076.2 788,953 1,704,241.0 25,753.0
2014 50,133.7 30,086.0 824,456 1,760,110.0 26,626.8
Source: Stephen Morea, “Janitorial Service in the US,” IBISWorld Industry Report, August 2015.
Exhibit 7 Financial Spreadsheet
ASSUMPTIONS NONQ Q
Charge per Hour $25 $25
Average Customer Acquisition Cost $1,750 $1,750
Annual Customer Churn 50% 10%
Employee Hourly Wage $9 $12.50
Additional Taxes and Benefits 0% 20%
Cost of Acquiring an Employee $150 $150
Average Cleaning Hours per Customer per Year 660 660
Average Hours per Employee per Year 1320 1320
New Clients/year 70 50
Transportation from client to client* 132 132
Employee Churn 50% 5%
NONQ Q
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
Total clients beginning 100 120 130 135 1375 100 140 176 208 238
Churned Clients 50 60 65 67.5 68.75 10 14 17.6 21 24
Total Clients ending 120 130 135 1375 138.75 140 176 208.4 238 264
Total employees beginning 50 60 65 67.5 68.75 50 70 88 104 119
Employee churn 25 30 325 33.75 34.375 2.5 35 44 5 6
New Employees 35 35 35 35 35 23 22 21 20 15
Total employees ending 60 65 68 69 69 70 88 104 119 132
Revenue 1,815,000 2,062,500 2,186,250 2,248,125 2,275,063 1,980,000 2,607,000 3,171,300 3,679,170 4,136,253
Total cleaning hours 72600 82,500 87,450 89,925 91,163 79200 104280 126852 147166.8 165450.12
Total wages+taxes $653,400 $784,080 $849,420 $882,090  $898,425 $1,306,800 $1,720,620 $2,093,058 $2,428,252 $2,729,927
Total Customer Acquisition Cost ~ $122,500  $122,500 $122,500 $122,500  $122,500 $87,500 $87,500 $87,500 $87,500 $87,500
Total Employee Acquisition Cost $5,250 $5,250 $5,250 $5,250 $5,250 $3,375 $3,225 $3,090 $2,969 $2,859
Gross Profit $1,033,850 $1,150,670 $1,209,080 $1,238,285 $1,252,888 $582,325  $795,655  $987,652 $1,160,449 $1,315,967

*Assumes employee transpotation time is paid by companies.

Source: The company and casewriters.
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Exhibit 8 Excerpts from How to Clean Floors the Q Way

Role: Operators

Cleaning floors requires that you dust mop and sweep floors, vacuum floors and rugs, vacuum
furniture, and wet mop. You will need a dust mop, broom/dust pan, vacuum (with brush attachment),
mop, bucket, and floor cleaner.

How to...
Dust Mop + Sweep Floors
Supplies needed: dust mop, broom/dust pan

a Sweeping floors should be done at the end of the shift, just before mopping, as-dirt.and debris
will collect as we clean.

b Remove all loose items from floors in the area you are mopping. Personal items near desks can
be placed on chairs and replaced after floors are complete. Boxes can be put on top of tables
and brought back down after mopping. Do not put them back. down/until after you have wet
mopped the space.

¢ First, dust mop the space to collect all major dust and debris. Once you’ve pushed dust into a
pile, be sure to shake out the dust mop to make sure all debris is collected.

d Then use the broom and dustpan to collect dust and debris from piles created by dust mop into
the dust pan and dispose of carefully to contain dust.

e Use the small broom to access corners and hard-to-reach areas.

f Always work your way systematically through the space with a clear plan so that you are not
tracking dirt through freshly swept areas.

g Important: “Brooms and dust mop heads/carry lots of dust around your freshly cleaned space.

Make sure your broom is well maintained and cleaned after every use.”

Vacuum Floor and Rugs
Supplies needed: vacuum.

a
b

e
f

Begin by walking through and picking up clutter and any debris bigger than a penny.

Find a power supply and plan a path that will allow you to vacuum without stepping on areas
you have already covered.

Start vacuuming from the corner and use a slow, overlapping front-to-back sequence over the
entire area, working your way backwards through the space.

Spot-check thearea to make sure the vacuum was effective at picking up debris. You may
need to revisit problem areas with left-to-right motion. If you find an area where items were
not collected, pick up larger pieces by hand.

If appropriate, use a straight attachment to detail corners and crevices.

Note: “Empty vacuum after each use to keep vacuum working like new every time. If it
requires bags, make sure to empty when bags are full and request more bags on the iPad.”

Wet Mop
Supplies needed: mop, bucket, and floor cleaner

a

b

Mopping should be the last task performed in a Q office, before the finishing touches. It
should always be done just after dust mopping and sweeping.

First, prepare your supplies: a bucket filled with warm water and 10 sprays of Q Floor
Cleaner. See Office Info in case the floor requires special solution. Make sure your mop head
is clean or it will further dirty the floors. Change it out or request a new one via iPad if needed.
Remove all loose items from floors in the area you are mopping. Personal items near desks can
be placed on chairs and replaced after floors are complete.
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d Dip the mop in the bucket and pump up and down to ensure the soap and water are well
mixed.

e  Wring the mop out until it is damp by dropping it in the wringer and changing positions as you
wring. If the floors are very dirty, you may want the mop to be wetter than usual.

f  Start in one corner of the room. Move the mop around over the area you want cleaned with
some pressure to pick up the dirt.

g When you have covered a small area of about 15x15 feet, or when the mop looks dirty, dip the
mop in the soapy water several times. Then wring the mop and move on to the next area.

h  Be sure to change your water frequently. Mopping with dirty water or a dirty mop head can do
more harm than good.

i Note: “Make a plan before you begin mopping, so that you don’t need to walk through areas
that have already been mopped.

Source: The company.
Exhibit 9 Yelp Reviews in New York
Carly S. from the East Village wrote:

Our office has a pack of wild humans and dogs running around every day, and somehow Q manages
to make our place look stellar every morning when we get back into the office. The tablet interface
makes it super easy to make special requests like when a certain part of the office needs a little
extra TLC.

Lewis L. from Brooklyn noted:

A clean office is something you kind of take for granted if it's never been your job to hire the
cleaners. At least I did. When Q was installed in our office though, I suddenly realized how much
of a difference it makes to have a truly awesome company running things smoothly behind the
scenes and always adapting to your specific needs.

And then there-was Jenna S. from Manhattan:

Q has revolutionized how our office functions. Thanks to the installed iPad, our team members can
now submit their many daily requests via the Q app, and our office manager can take care of them
all at once at the end of the day. Our team has become so much more efficient because of Q. Their
cleaners are the absolutely bomb - they exceed expectations on every task we give them, and even
cleanup things that we've forgotten to ask.

Source: Yelp.com accessed January 7, 2016.
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Exhibit 10 Example of a Q Knowledge Entry

Welcome to Q’s
Information Session

<

a. Evaluate people as you go:
i. Are they professional?
ii. Are they asking good questions?
iii. Are they smiling?
iv. Are they engaged?
v. Are they appropriately dressed?

1. Make sure to focus on the “Why Become an Operator” and “What Happens Next” slides
2. Hold Q&A at the end of the session

One-on-One Interviews

a—y

. Transition to one-on-one interviews with cleaner candidates

2. If you have maintenance candidates in the session, alert a member of the maintenance team to meet with handyman/women
candidates

3. Transitioning to one-on-ones after the presentation

a. Interview people in the order they signed into the session

b. Make sure candidates bring all of their belongings with them

c. Let all others know that they will be called when there time is up and in the meantime, they should have enough water
and know where the bathrooms are.

d. Make sure that the waiting candidates cannot hear the interview questions (e.g. put them in a separate room or play
music in the room they're in).

e. Open OnboardIQ for the candidate before you start with them.

f. Take notes as you go in O1Q

1. Conducting the interview:

a. We're going to spend 10-15 minutes to get to know you a bit more about you. Do you have your resume?
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b. Basic Background:

Vi.
Vii.
viii.
ix.

. What did you think of the info session

. Walk me through your work experience

. Why do you want to leave your current job? OR Why did you leave your past jobs
. What do you like the most about cleaning?

. What are some challenges you have faced at your current/previous jobs?

What do you value in a company?

Organized on scale to 1-10? Why?

Take a look around -- what are 5 things you would do to go above and beyond (not mopping and dusting)
How would you clean a kitchen from top to bottom?

C. Scenarios:

iv.

. Remind
. Remind

WN =

You're assigned to a shift from 7-9pm and it's usually an empty office, but this time, there's a happy hour. What do you
do?

You're on an account with another Operator and he doesn't show up for an hour of a 2-hour shift. What do you do? (Re
d Flags -- do they scoff or get visibly upset?)

You go to lock up an account late at night and the key jams so you can't lock it. What do you? (Do they say they'll stay
until we can lock it.)

You find an iPhone on the job on the floor in the conference room -- what do you do?

candidates that they must complete the background consent if they have not already done so
candidates to keep an eye out for emails coming from Q regarding next steps

. Thank the candidates for their time and for coming in to meet with Q

Source: The company.

Exhibit 11 Menu of Potential Services

Visitor
Management Supplies
Deliveries
Utikties
Access
Key Inventory
Beverages
9 Management e+ Management
_ Perks
Cleaning Seourity Repairs and
; Maintenance
Reception  HVAC R
Assembly  Mailroom Physical Vendor
Services Storage
R g Network
Setup
Perte Interior " A
ot Design Food and s T
onference Coffee SeCUri
Rooms Snacks ty Services
Source: The company.
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