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Introduction: Market and Home Services

Home AAA is a proposed start-up organization that would offer a platform for
connecting licensed, insured and bonded contracting services with homeowners for basic home
repairs in a rapid return time. By developing relationships with both local contractors and
homeowners as well as offering reliable returns on repair requests, Home AAA will displace the
outdated and slow-response time of the current home repair industry. According to the U.S.
Census Bureau, there are currently over 126 million housing units in the United States of which
S0 million were built before 1530, Given the age of most homes, the home repair market is
likely to keep growing. Already, in 2013 alone, the U.5. spent #310 billion on housing, up from
540 billion in 2011. The current market is well over 5700 billion [1].

The target market for Home AAA will be broken down into homeowners and landlords
or larger property managers. Home repair services include: handyman for general repairs,
plumbing, electrical, cleaning, appliances, landscaping, HVAC, painting, etc. For example, with a
target pilot market in Berkeley, CA, there is a current population of 118,853 with a 5.7% increase
from 2010. There are also 49,454 housing units registered with a 2009-2013 homeownership
rate of 42.1% and 52.7% rate for housing unites in multi-unit structures [2]. Of these structures,
26,255 are owner-occupied and 19,128 are renter occupied. The US Market estimates between
5400-5800 billion a year in home repair, maintenance and improvement with 54 billion venture
capital invested in 2014. Existing market players have revamped many of their services to
digitally based platforms. The current market is crowded and has several big players. However,
since the home repair industry on a mobile platform is fairly nascent, there is a lot of room for
market growth and profit opportunities.
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Existing Legacy

Legacy Platforms include players that were previously bought by large corporations. The
main examples are RedBeacon, which was acquired by Home Depot and incorporated into their
home services department; Angie’s List, which is a repair professional review platform; and
HomeAdvisor, which is an IAC subsidiary. There are several recent additions to the mobile home
repair market that will be detailed below. These include several well-backed startups as well as
large players, such as Amazon and Google that are now deciding to enter the home services
industry.

RedBeacon

Home Depot, in January 2012, bought a home services based startup, called RedBeacon
for an undisclosed amount. “RedBeacon is a service that allows users to search for and hire local
service providers and home repair professionals via a web platform. Money is made on a
subscription platform from service providers that are on the database and from a commission
percent of each project performed [3]. Before being acquired, RedBeacon raised 57.4 million in
venture funding from Mayfield Fund and Venrock. It was cited as using an OpenTable or Yelp
model for home repair connections. Home Depot, in order to fill a gap in its contractor offerings,
now offers the RedBeacon app as a connection to its services.

Angie’s List

Angie's List is 3 NASDAQ listed company, founded in 1995, that is a crowd-sourced,
subscription-based review platform for home repair services and contractors. As of 2015,
Angie’s List has 3.2 million subscribers and has had a net positive year of 582,000. Previous years
were operating at a loss, and most funds came from continued investment flow or contractor
advertising. The advertising revenue raised legal questions about the legitimacy of the Angie's
List reviews if contractor clients were paying for space and had the right to complain to the
company to remove negative reviews. The case was later dismissed. The market cap was 5115
million [4].

HomeAdvisor

HomeAdvisor was launched in 1959 as, originally, wisen.com and later as ServiceMagic
and is the nation’s largest marketplace to vet and screen different professionals and repair
service providers while also providing project cost estimates. It lists approximately 85,000
professionals in over 500 categories and is an international business. Access to the site is free to
homeowners while charging professionals. It is now an IAC subsidiary [5].
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App-based Platforms

According to Geskwire, there's no shortage of new apps connacting homeowners ta repair
professionals [6].

Porch

Parch was founded in 2012 and has since raised almost 5100 in seed funding. It is an
gnline platform that allows users to review and access reviews to local home repair contractors.
It also has a datsbase of home improvement projects from the listed contractors along with
advice on home improvemeant. Currently, Porch has an extensive database that includes
imformation om 3.8 millicn home repair professionals and 140 million projects im the United
States. Part of the business model includes Porch Fremium, which is a paid subscription portion
for professionals and allows for promaotionzl slots, branding and data analysis on projects
performed in a local area. S3eries B funding, from Yalor Equity Partners, was 555 million as of
January 2015 [7, B].

Homeloy

Homeloy, which was a ¥ Combinator company in 2010, didn't begin operating until 2012. it was
a mobile platform to connect homeowners with local cleaning services for 320/hr. At that time,
seed funding amounted to 51.7 millicn from inwestors, including: Andreessen Horowitz and First
Round Capital. Homeloy had a total of 5 rounds of fundraising for a total of 3357 million and
wias growing across several markets until it received several lawsuits based on contractors. The
company's quick expansion and dilution through funding rounds also caused the ariginal
founders to lose control of the enterprize, and they have since closed [9, 10].

HouseCall

HousaCall is anocther app-based platform that acts as a marketplace to connect local
horme repair professionals with homeowners. The site was designed with the intent to remowve
the angst often associsted with home maintenance by offering a database of reliable and
screened professionals for a wide variety of home services. The app festures reviews,
recommendations and pricing at a fixed charge. HouseCzall received 58 million seriez after 3
series of venture funding, Series & [11].

Thumbtack

Thumbtack, which was founded in 3an Francisco in 2008, is another app that pairs
homeowners with professionzals. it was recently backed by Google capital and received S100
million investment with a total of $273.2 million over & rounds of funding from 21 investors.
Thumbtack currently has 5 customer projects each yesar, 150,000 active professionals across
the U5, and 51B annual revenue earned by the professionals [12].

Pro.com

Pro.comm assists with project pricing, qualified contractor recommendations and listings
and bookings. It has raised a total of 17.5 million from 2 rounds of funding since its founding in
2013 Of that funding, 3.5 million was invested personally from Amazon founder, 1eff Bezos, as
Amazon is working to expand its platform into the home services arena. Pro.com is in direct
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competition with Porch, which alsa focuses on finding loczl professionals for user specified
prajects. Porch alzo vets professionals in 2 given area and takes = commission percent on 2ach
job [13, 14].

TaskRabbit

TazkRzbbit, founded in 2008, 2nd is an app that allows locals to outsource smzll jobs
and tasks to people in their neighborhood. Wired.com describes what TaskRabbit allows, saying:
“TaskRzbbit has been described as eBay for real-world labor. Us=rs post tasks on the site and
daclars the maximum amount they would pay for it. Fre-certified, background-checked
TazkRzbbits, the people who complete the jobs, then bid on completing the task. The user then
selects the TaskRabbit who is the best match for the task™ In 2014, TaskRabbit pivoted to an

Uber-miodel for gutsourcing [15, 16].

TalkLocal

TalkLacal connects the user with local professionals for advice within minutes with aver
2 million calls placed and 52.6 millicn raised in funding so far [17].
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Market Challenges and Opportunity

Significant drawbacks to entering the home repair app-based industry are that the
market currently is satursted with similarly functioning startups connecting homeowners and
professionzls via mobile platforms. Venture funding in the sector is high and players such az
Amazon and Google are utilizing their existing databaszes to create their own brands of home
service repsirs. Amazon recently purchased TazkRabbit and Google iz pursuing similar ventures.
Other new players to the market are detailed above. In addition, to a crowded market,
employee lawsuits have already forced a few of the current players to fold. Ezamples include
Harmeloy 2nd Handy.

Handy and Homeloy

Handy, griginzlly started as Handybook, is another home service startup. 3o far, it has
raized 5457 million from groups such a5 BoxGroup, General Catalyst Partners, and Highland
Czpital Fartners, 1o name a few. Two workers for [abor viclations in 2014 sued Handy since it
claszzifies its workers 35 independent contractors while maintaining strict labor requirements
[18]. The litigation is still being settled.

A primary challenge to entering the market would be to ensure that all professionals are vetted
by the company. Custormer wants include having repsir technicians that are bonded, licenzed
and insured in order to guarantes safety. The app would have to connect with local contractors
as opposed to hamdy individwals in order to insure this. Homejoy's criminal lizkility lawsuits
stemnmed from that challenge and are an example of the risk of sllowing strangers into a haome
and verifying =kill.

In addition to the inherent risks, the introduction of Amazon Home Services and Google's home
repair approach are creating & threatening strnosphers for resource-short startup ventures.
Google and Amazon have such 3 large market share already in buying, selling, and listings that
both hawe a strong foundation for building a8 mobile-bazed home repair platform. According to
CMBC, “Amsazon and Google are wing to become the Uber for handymen and capitalize on the
growth of the on-demand services industry. A recent Intuit survey estimates 7.6 million
Americans will be working in the so-called "gig” economy by 2020, mare than double the
current totzl of 2.2 million people [12].

Most viable model: Uber-like on-demand repair service to go head-to-head with TazkRabbit
(5135 million). Frofit would be high either through an Uber-type model where z certain percent
of job commission would be collected by the app. A subscription-based model, like Angie’s list,
wiould also have 3 certain appeal in offering preferentizl contractor treatment and timeliness to
paying customers. Even with the 54 billion home repair market in the US, there is currently such
8 great amount of competition in the same sector that the risk of starting an additionzal venture
gutweighs the possible reward without significant venture capital access.
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