/ FRANCHISE DISCLOSURE DOCUMENT
A L A 1 R (Alair Homes Unit Franchises)

Alair Enterprises USA, Inc.
(an Arizona corporation)
96 Wallace Street
Nanaimo, BC VIR 0E2, Canada
Phone: (250) 824-0279
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www.alairhomes.com

Alair Enterprises USA, Inc. offers franchises for the operation of businesses that provide high quality
custom home building services, home renovation services and commercial contracting services under
the Alair Homes® service marks.

The total investment necessary to begin operation of an Alair Homes franchised business is between
$111,850 and $188,000. This includes between $91,800 and $92,300 that must be paid to the franchisor
or its affiliates. If you desire to develop more than one Alair Homes Franchise, for each additional Alair
Homes Franchise, you must pay between $30,250 and $30,750.

This Franchise 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 Franchise Disclosure Document at least 14 calendar days before you
sign a binding agreement with, or make any payment to, us or an affiliate in connection with the
proposed franchise sale. Note, however, that no governmental agency has verified the information
contained in this Franchise Disclosure Document.

You may wish to receive your Franchise Disclosure Document in another format that is more
convenient for you. To discuss the availability of disclosures in different formats, contact Jennifer
Peters at Alair Enterprises USA, Inc., 96 Wallace Street, Nanaimo, BC V9R OE2, Canada and 250-
327-3823.

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

Buying a franchise is a complex investment. The information in this Franchise Disclosure Document
can help you make up your mind. More information on franchising, such as “Buying a Franchise, A
Consumer Guide” which can help you understand how to use this Franchise 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 be laws on franchising in your state. Ask your state agencies about them.

Issuance Date: December 12, 2025
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How to Use This Franchise Disclosure Document

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

information:

QUESTION

WHERE TO FIND INFORMATION

How much can I 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 Exhibit I and Exhibit
J.

How much will I 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 investmentto 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 L includes financial
statements. Review these statements
carefully.

Is the franchise system stable, growing,or
shrinking?

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

Will my business be the only Alair
Homes business in my area?

Item 12 and the “territory” provisions in the
franchise agreement describe whetherthe
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 Alair Homes
franchisee?

Item 20 or Exhibit I and Exhibit J list
current and former franchisees. You can
contact them to ask about their experiences.




What You Need To Know About Franchising Generally

Continuing responsibilitv to pay fees. You may have to pay royalties and other fees evenif 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 vour 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 landlordor 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 Exhibit A.

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.



Special Risks to Consider About This Franchise

Certain states require that the following risk(s) be highlighted:

Out-of-State Dispute Resolution. The franchise agreement requires you to resolve disputes with the
franchisor by arbitration and/or litigation only in Arizona. Out-of-state arbitration or litigation may force

you to accept a less favorable settlement for disputes. It may also cost more to arbitrate, or litigate with
the franchisor in Arizona than in your own state.

Spousal Consent. Your spouse must sign a document that makes your spouse liable for all financial
obligations under the franchise agreement even though your spouse has no ownership interest in the
franchise. This guarantee will place both your and your spouse’s marital and personal assets, perhaps
including your house, at risk if your franchise fails.

Sales Performance Required. You must maintain minimum sales performance levels. Your inability
to maintain these levels may result in loss of any territorial rights youare granted, termination of your
franchise, and loss of your investment.

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.



THE FOLLOWING APPLIES TO TRANSACTIONS GOVERNED BY
THE MICHIGAN FRANCHISE INVESTMENT LAW

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS
ARE IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT
BE ENFORCED AGAINST YOU.

Each of the following provisions is void and unenforceable if contained in any documents relating to a
franchise:

° A prohibition on the right of a franchisee to join an association of franchisees.

° A requirement that a franchisee assent to a release, assignment, novation, waiver or estoppel that
deprives a franchisee of rights and protections provided in the Michigan Franchise Investment Act. This
shall not preclude a franchisee, after entering into an agreement, from settling any and all claims.

° A provision that permits a franchisor to terminate a franchise prior to the expiration of its term
except for good cause. Good cause shall include the failure of the franchisee to comply with any lawful
provision of the franchise agreement and to cure such failure after being given written notice thereof and
a reasonable opportunity, which in no event need be more than 30 days, to cure such failure.

° A provision that permits a franchisor to refuse to renew a franchise without fairly compensating
the franchisee by repurchase or other means for the fair market value at the time of expiration of the
franchisee’s inventory, supplies, equipment, fixtures and furnishings. Personalized materials that have
no value to the franchisor and inventory, supplies, equipment, fixtures and furnishings not reasonably
required in the conduct of the franchise business are not subject to compensation. This subsection applies
only if: (i) the term of the franchise is less than five years and (ii) the franchisee is prohibited by the
franchise or other agreement from continuing to conduct substantially the same business under another
trademark, service mark, trade name, logotype, advertising or other commercial symbol in the same area
subsequent to the expiration of the franchise or the franchisee does not receive at least six months’
advance notice of the franchisor’s intent not to renew the franchise.

° A provision that permits the franchisor to refuse to renew a franchise on terms generally available
to other franchisees of the same class or type under similar circumstances. This section does not require
a renewal provision.

° A provision requiring that arbitration or litigation be conducted outside this state. This shall not
preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct arbitration
at a location outside this state.!

° A provision that permits a franchisor to refuse to permit a transfer of ownership of a franchise,
except for good cause. This subdivision does not prevent a franchisor from exercising a right of first
refusal to purchase the franchise. Good cause shall include, but is not limited to:

! Despite this provision, we intend, and we and you agree, to fully enforce the arbitration provisions of
the Franchise Agreement. We believe that this provision is unconstitutional and cannot preclude us from
enforcing these arbitration provisions.




a) The failure of the proposed transferee to meet the franchisor’s then-current reasonable
prop
qualifications or standards.

(b) The fact that the proposed transferee is a competitor of the franchisor or sub franchisor.

(©) The unwillingness of the proposed transferee to agree in writing to comply with all lawful
obligations.

(d) The failure of the franchisee or proposed transferee to pay any sums owing to the franchisor
or to cure any default in the franchise agreement existing at the time of the proposed transfer.

° A provision that requires the franchisee to resell to the franchisor items that are not uniquely
identified with the franchisor. This subdivision does not prohibit a provision that grants to a franchisor
a right of first refusal to purchase the assets of a franchise on the same terms and conditions as a bona
fide third party willing and able to purchase those assets, nor does this subdivision prohibit a provision
that grants the franchisor the right to acquire the assets of a franchise for the market or appraised value
of such assets if the franchisee has breached the lawful provisions of the agreement and has failed to cure
the breach after being given written notice thereof and a reasonable opportunity, which in no event need
be more than 30 days, to cure such breach.

) A provision that permits the franchisor to directly or indirectly convey, assign or otherwise
transfer its obligations to fulfill contractual obligations to the franchisee unless provision has been made
for providing the required contractual services.

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE
ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR
ENFORCEMENT BY THE ATTORNEY GENERAL.

Any questions regarding this notice should be directed to:

State of Michigan
Department of Attorney General
Consumer Protection Division

Franchise Section

G. Mennen Williams Building, 6th Floor

525 West Ottawa

P.O. Box 30213
Lansing, Michigan 48909
Telephone Number: (517) 373-7117
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Item 1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

Alair Enterprises USA, Inc. offers franchises for the operation of businesses (“Alair Homes
Franchises”) that provide high quality custom home building services, home renovation services
and commercial contracting services using our business format, Proprietary Software (as defined
below), Accounting Systems and Services (as defined below), systems, methods, policies,
materials, procedures, specifications, trade secrets and other proprietary information (the
“Systems”) under the Alair Homes® Marks (as defined below). For ease of reference, Alair
Enterprises USA, Inc. will be referred to as “Alair Homes,” “we” or “us” and the person or entity
that buys the franchise will be referred to as “you” or “your.”

The Franchisor and any Parents, Predecessors and Affiliates

Alair Homes was formed as an Arizona corporation on July 23, 2013. Our principal business
address is 96 Wallace Street, Nanaimo, BC VIR 0E2, Canada. Our telephone number is (250) 824-
0279. Our agents for service of process are listed in Exhibit A. Alair Homes does business under
the names Alair Enterprises USA, Inc., Alair Homes and Alair Commercial.

Alair Enterprises Canada Ltd., a British Columbia corporation formed on August 30, 2012 (“Alair
Canada”), is our predecessor and affiliate. Alair Enterprises USA Holdings, Inc., an Arizona
corporation formed on October 2, 2013 (“Alair Holdings”), and Alair Enterprises Ltd., a British
Columbia corporation formed on September 28, 2007 (“Alair Ltd.”), are our parents. Alair
Holdings is a holding company and does not engage in any business. Alair Ltd. holds various
passive income investments. The principal business address of Alair Canada, Alair Holdings and
Alair Ltd. is 96 Wallace Street, Nanaimo, BC VIR 0E2, Canada.

Alair Homes has offered Alair Homes Franchises (sometimes referred to as “Unit Franchises” or
“Alair Homes Franchises”) since December 2013. In addition, since December 2013, Alair Homes
has offered franchises to become Alair Homes Master Franchisees (“Master Franchisees™).
Owners of Master Franchisesidentify prospective owners of Unit Franchises (“Unit Franchisees”)
and train, supervise and support Unit Franchisees in connection with developing and operating
their Unit Franchises. There are presently 54 Unit Franchises and 18 Master Franchises. (See
Exhibits I and K.) Alair Homes does not offer, and has not offered, franchises in any other line of
business or conduct any other business. If a Master Franchisee operates in your Marketing Area
(as defined below), that Master Franchisee may perform certain of our obligations to you. See
Exhibit K.

Since November 2012, Alair Canada has offered franchises similar to Unit Franchises and Master
Franchises in Canada. There are presently 49 franchises similar to the Unit Franchises sold and
operating in Canada and 10 franchises similar to the Master Franchises sold and operating in
Canada. Alair Canada has not offered Alair Homes franchises in the United States and has not
offered franchises in any other line of business.

Alair Homes does not operate businesses of the type being franchised. However, Alair Enterprises
BC Ltd. (formerly known as Alair Enterprises Vancouver Island Ltd.), which is indirectly



controlled by one of our affiliates, owns and operates a business similar to a Unit Franchise in
Nanaimo British Columbia, Canada.

The Franchise

We offer franchises for the operation of Alair Homes Franchises. Alair Homes Franchises provide
high quality custom home building services, home renovation services and commercial contracting
services using the Systems under the Marks.

The Franchise Agreement that you will sign if you purchase an Alair Homes Franchise will be in
substantially the form attached as Exhibit B. If you desire to develop more than one Alair Homes
Franchise, and we agree that you may do so (in our sole and absolute discretion and in accordance
with our multi-unit owner policies), the franchise agreement that you will sign in connection with
additional Alair Home Franchises will be the form of franchise agreement then generally being
offered to prospective Alair Homes franchisees, which may contain materially different terms and
conditions from the Franchise Agreement attached as Exhibit B.

In addition, under a separate Franchise Disclosure Document, we offer Master Franchises.

Market and Competition

The markets for custom home building services, home renovation services and commercial
contracting services are well established, fragmented and highly competitive. Your services will
be provided to homeowners and commercial property owners, landlords and tenants generally.

Competition in the custom home building services, the home renovation services and commercial
contracting services markets ranges from large, established, well-capitalized companies to small,
fledgling, undercapitalized companies. Your competitors could include us and/or our other
franchisees.

Laws and Regulations

Most states and many local governments have laws, regulations, ordinances, building codes and
permitting requirements with respect to construction projects, home building, home renovation,
commercial contracting and contractor licensure, registration and/or bonding. If you are not a
licensed contractor, there may be a delay in establishing your business due to the delay in obtaining
the necessary license; alternatively, you may be denied a license and may not be able to operate
an Alair Homes Franchise. In addition, you will be subject to other federal, state and local laws,
regulations and ordinances generally applicable to businesses, including employment, workers
compensation, insurance, corporate and tax laws.

These laws, regulations, ordinances, codes and requirements are complex and frequently changing.
It is your responsibility to determine to what extent these laws, regulations, ordinances, codes and
requirements may affect your Alair Homes Franchise before investing in an Alair Homes
Franchise. You should consult with your attorney on this subject.



Item 2
BUSINESS EXPERIENCE

Blair McDaniel, Founder

Blair McDaniel has been the Founder since September 2007. Blair McDaniel was the CEO of Alair
Homes between September 2020 and September 2024. In addition, he has been the Director,
Secretary and Treasurer of Alair Homes since its incorporation in July 2013. Between July 2013 and
September 2020 he was the President of Alair Homes. In addition, he has been the Director of
Alair Ltd. since September 2007 and between September 2007 and September 2020 he was the
President of Alair Ltd. He was also the Director and the President of Alair Canada since August
2012 and the Director, President, Secretary and Treasurer of Alair Holdings since its incorporation
in July 2013. In addition, he has been the Treasurer of Concept Property Group Inc.since October
2011 and of Pacific Edge Properties Ltd. since May 2009. Mr. McDaniel has also been an owner
of AVI Master Enterprises Ltd. since May 2014. Mr. McDaniel is based in Guelph, Ontario,
Canada. Prior to July 2014, he was based in Nanaimo, British Columbia, Canada.

Rob Cecil, President and Chief Executive Officer

Rob Cecil has been the President of Alair Homes since September 2020 and has been the Chief
Executive Officer of Alair Homes since September 2024. In those positions, he is based in
Savannah, Georgia and was previously based in Gardiner and New Paltz, New York. In addition,
he was the Chief Developer Officer of Alair Homes from March 2014 until September 2024, and
he has been the Managing Partner of AMRC Group, LLC, a consulting firm, since June 2014, a
Director of EZCR Financial since November 2012 and a Partner in Holibray Holdings since
January 2009. In those positions, he hasbeen based in Burlington, Vermont, Gardiner New York
and New Paltz, New York.

Duane Johns, Chief Operating Officer

Duane Johns has been the Chief Operating Officer since September 2024 and is based in Glen
Springs, North Carolina. Duane plays an active role as a Regional Partner with Alair Homes in
two North Carolina regions and has done so since August 2016. Duane was previously a franchise
partner (co-owner and operator) of JK Design Build dba Alair Homes Charlotte from May 2016
to January 2025.

Stu Hopewell, Chief Compliance Officer

Stu Hopewell has been the Chief Compliance Officer of Alair Homes since September 2024. In
addition, he was the Chief Operations Officer of Alair Homes from November 2016 until
September 2024 and he has been the owner of Alair Enterprises BC Ltd. (formerly known as Alair
EnterprisesVancouver Island Ltd.) since May 2012, an owner of Arizona Master since Sept 2018,
and an owner of AVI Master Enterprises Ltd. since August 2012. In those capacities, he has been
based in Nanaimo, British Columbia.



Katrina M. McLauchlan, Chief Financial Officer

Katrina McLauchlan has been the Chief Financial Officer of Alair Homes since August 2015.
Between October 2014 and August 2015, she was a Controller with Alair Homes. Between January
2012 and October 2014, she was a Controller with Alair Ltd. She is, and has been, based in
Nanaimo, British Columbia, Canada.

Paul Leszczynski - Director of Information Technology

Paul Leszczynski has been the Director of IT since January 2025 and is based in Winnipeg,
Manitoba, Canada. Previously, he has been the Director of IT at Auvik Networks from 2021 until
2024, and Head of Business Systems at Farmers Edge from 2018 to 2021.

Adam McCaa, Director of Sales

Adam McCaa has been the Director of Sales since January 2023. Between March 2014 and January
2023, he was the Chief Communications Officer of Alair Homes In addition, he has been the
President of ACM LLC since September 2011. He was based in Springfield, Virginia between
March 2014 and August 2014 and in Cajica, Colombia between August 2014 and June 2018, then
in Harrells, North Carolina between June 2018 and July of 2018, and has been based in Charleston,
South Carolina since August 2018.

Bob Kerr, Director of Procurement

Bob Kerr has been the Director of Procurement since September 2022 based in Toronto, Ontario.
Prior to that he worked at Bluum, between 2020 and 2021, a Phoenix, Arizona based educational
technology provider where he assumed a similar role as Director of Product and Vendor Relations.
Between 2019 and 2022, he held two positions, Director of Operations, and later Sales Operations
Consultant at D.A.U. a distributer of pre-recorded entertainment based in Toronto Ontario.
Between 2008 and 2019, he worked at Entertainment One, a distributor of pre-recorded content,
based in Toronto Ontario as the Director of Purchasing.

Shane Duft, Director of Franchise Services

Shane Duff has been the Director of Franchise Services of Alair Homes since July 2016. Mr. Duff
also plays an active role as a Regional Partner (co-owner of GH3 SWFL, LLC) with Alair Homes
in the Southwest Florida region since September 2025. In addition, Mr. Duff has owned and
managed Refined Strategies, Inc., a business coaching, consulting and advisory firm, between
March 2016 and December 2024 and was the President of EZCR Financial, Inc., an operations and
advisory firm, between January 2012 and August 2020. In these capacities, he was based in
Saratoga Springs and Ballston Spa, New York between January 2012 and November 2017, and
has been based in Naples, Florida since December 2017.



Natalie Harper, Director of Communications

Natalie Harper has been the Director of Communications since 2023. From 2019 until 2023, she
was the director of Public Relations for Alair. Prior to joining Alair, from 2013-2019, she owned
her own company, Harper PR, operating as an individual communications consultant. In all of
these capacities, she has been based out of British Columbia.

Jeff Daley, Director, Learning & Development

Jeff Daley has been the Director of Learning & Development with Alair Homes since July 2019.
In that capacity, he leads all learning and development initiatives across Alair Homes. Between
February 2018 and July 2019, he was a ProjectManager for Alair Enterprises BC Ltd., Alair
Canada’s franchisee in Nanaimo, British Columbia owned by Stu Hopewell. From April 2016 to
February 2018, he was a Site Coordinator for Habitat for Humanity in Nanaimo, British Columbia,
Canada. In all of those positions, he has been based in Nanaimo, British Columbia.

Mandeep Rhandawa, Director of Accounting Services

Mandeep Randhawa has been the Director of Accounting since June 2025. Previously, she was a
Controller with Alair Homes since January 2024, based in Chestermere, Alberta. Prior to that she
worked at Moodys Private Client LLP between 2021 and 2023, an Alberta based, medium size,
Public Accounting Firm. Between 2010 to 2021 she was a Staff Accountant and then Senior CPA
at Kelly & Creaghan, Chartered Accountants, a small Public Accounting Firm based in Calgary,
Alberta, during which time she obtained her CA designation. From 2009 to 2010 she was a Staff
Accountant with Deloitte & Touche LLP, in Calgary, Alberta.

Michele Mariacci, Associate Director of Accounting Services (Canada)

Michele Mariacci is currently the Associate Director of Accounting Services (Canada) and was
previously the Director of Accounting Services (Canada) since June 2024, previously a Controller
with Alair Ltd. since August 2022 based in Edmonton, Alberta. Prior to that she worked at Blu’s
Clothing between 2016 and 2022, an Alberta based women’s clothing retail business where she
held two positions, Operations Manager & Controller. Between 2011 & 2016 she held a position
as Controller and Assistant Controller with ClearStream Wear Technologies, a Sherwood Park
based wear technologies business in the oil field industry.

Carol Prince, Associate Director of Accounting Services (USA)

Carol Prince is now the Associate Director of Accounting Services for USA and previously to this
she has been a Controller with Alair Homes since April 2024 and is based in Revelstoke, British
Columbia Canada. Prior to Alair Homes, she worked at Beruschi Hospitality Group as a Chief
Financial Officer from November 2022 to March 2024; she held the position of Senior Client
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Services Manager for LiveCA LLP during the period of May 2017 to October 2022.

Dale Patrick Riva, Partner Onboarding Controller

Dale Patrick Riva has been the Partner Onboarding Controller since June 2024 and was previously
a Controller with Alair Homes from October 2017. Between November 2016 and October 2017,
he was a Controller for Ecklundson Construction Ltd. Between March 2015 and December 2016
he was a Financial Accountant for Coastal Community Credit Union. In all of those capacities, he
has been based in Nanaimo, British Columbia, Canada.

Akhil Karim, Controller

Akhil Karim has been a Controller with Alair Homes since February 2022 and is based in Windsor,
Ontario Canada. Prior to Alair Homes, he worked at Essex Terminal Railway as a Controller from
approximately May 2019 to January 2021; he held a position of Cost Accountant for Intertape
Polymer Group during the period of March 2018 to August 2019; and was an Accountant for BDO
during August 2015 to March 2018.

Stephen Gordon, Controller

Stephen Gordon is currently a Controller with Alair Homes. He was previously the Director of
Accounting Services (USA) of Alair Homes and Alair Ltd. since August 2017. From August 2015
to August 2017, he was an Assistant Controller with Alair Homes and Alair Ltd. Between February
2014 and August 2015 he was an Account Manager with Alair Homes and Alair Ltd. Mr. Gordon
is, and has been in all of those positions, he has been based in Nanaimo, British Columbia, Canada.

Fabyelle Chevlier, Controller

Fabyelle Chevlier has been a Controller with Alair Homes since April 2024 and is based
in Moonbeam, Ontario Canada. Prior to Alair Homes, she worked at Nova Ventures Group
Corp. as a Director of Financial Operations from approximately November 2023 to March 2024;
she held the position of Manager, Financial Advisory Services for BDO Canada during the period
of approximately May 2021 to October 2023. Additionally, she was a Controller for Canadian
Crane & Hoist Mfg. Ltd. from May 2016 to May 2021.

Joshua Nichols, CPA, Controller

Joshua Nichols has been a Controller with Alair Homes starting in March 2024 based in Stettler,
Alberta. From January 2020 — January 2024 he was a Principal with Ascend Canada LLP in
Stettler, Alberta. Between February 2018 — January 2020 he was a Senior Accountant with EY
Canada in Edmonton, Alberta. Between March 2016 & February 2018 he was an Accountant with
Numera Tax & Accounting Services Ltd. in Stettler, Alberta.

Nicole Neufeld, Controller




Nicole Neufeld has been a Controller since July 2024 and was previously a Corporate Controller
with United Raw Pet Foods Inc. from Jan 2022 to June 2024. Between Nov 2017 and Dec 2021,
she was a Controller for Nutri-Nation Functional Foods Inc. Between 2015 and 2017 was a self-
employed accountant, between 2014 and 2015 worked for Key Business Solutions, from 2009 to
2014 worked at J. Fitzpatrick & Associates, and from 2002 to 2009 at the Gisborne Group. In all
of those capacities, she has been based in Port Coquitlam, British Columbia, Canada.

Kari Daley, Controller

Kari Daley has been working as Controller with Alair Homes since April 2025. From 2019 to
2025, she served as Manager of Accounting Services at Selkirk College & Manager of Reporting
and Accountability during her tenure. Prior to that, she was Financial Controller with Interfor from
2016 to 2019 and Assistant Controller with Joey Restaurants from 2014 to 2016. She is based in
Castlegar, BC.

Cesar Del Castillo, Controller

Cesar Del Castillo has been working as Controller with Alair Homes since June 2025, based in
Vancouver, British Columbia. From 2021 to 2025, he served as Assistant Controller at Cedar Coast.
From 2018 to 2021, he was Accounting Manager at Iridia Medical. Prior to that, he spent eight years
in public accounting, specializing in cross-border taxation and audit for private companies.



Item 3
LITIGATION

Bolahood v. Alair Enterprises Canada Ltd., et al. (Ontario Superior Court of Justice, Case # 97929-
16). On November 16, 2016, Barry Bolahood (“Bolahood”) commenced an action against
homeowners John and Antoinette Curley (the “Curleys”), Gerald (Jerry) Stockla (“Stockla™), Alair
Homes and Meridian Credit Union. The action was later amended to properly identify the
Canadian franchisor as Alair Canada Ltd. and add 2479165 Ontario Inc. (“AC Franchisee”), the
Alair Canada franchisee owned by Stockla. Bolahood was a subcontractor hired by AC Franchisee
or Stockla to perform certain construction at the Curleys’ home. The claimed damages were
$29,522.50. The Curleys filed a cross-claim against AC Franchisee, Stockla and Alair Canada for
$350,000.00 claiming, among other things, that AC Franchisee and Stockla abandoned the project
and failed to complete the construction and that there were numerous deficiencies that required
repair. The Curleys claimed that Alair Canada knew or should have known that AC Franchisee
and Stockla were incapable of performing the work, that Alair Canada failed to perform due
diligence before recommending AC Franchisee and Stockla and that Alair Canada failed to make
it clear that AC Franchisee was a franchisee and that the Curleys would have no contract with Alair
Canada. Alair Canada filed a crossclaim against AC Franchisee and Stockla for, among other
things, numerous breaches of AC Franchisee’s franchise agreement and also issued a third party
claim against Stockla’s wife, Patricia Cummins (“Cummins”), under a personal guarantee signed
in connection with AC Franchisee’s franchise agreement. The Curleys paid Bolahood to settle his
claim. However, the crossclaims and third party claim are continuing. Examinations for discovery
of Alair Canada and the Curleys took place in October and November 2018. Alair Canada strongly
denies the claims made by Curleys against Alair Canada because, among other things, Alair
Canada had no contact with the Curleys prior to the construction, had no contract with the Curleys
and did not refer them to AC Franchisee or Stockla. AC Franchisee, Stockla and Cummins were
each noted in default for failing to file a Statement of Defence to any claims against them. No trial
date has been scheduled; The Plaintiff has not taken any steps to move this matter forward in over
two years.

Mark Egan v. 2457662 Ontario Inc. c/o/b as Alair Homes, 1932898 Canada Ltd. c/o/b as Alair
Enterprises Canada Ltd., 2451755 Ontario Inc. c/o/b as Alair Construction, Marlene Verena
Beeler, and Thomas Beeler (Ontario Superior Court of Justice Small Claims Court, Case
#SC20000000850000). On December 16, 2020, Mark Egan (“Egan”) commenced a small claims
court action against 2457662 Ontario Inc. cob as Alair Homes (“245”’) and homeowners, Marlene
Verena Beeler and Thomas Beeler (collectively, the “Beelers”). On April 21, 2021, Egan amended
its claim to strike out the claim against 245 and include 1932898 Canada Ltd. cob as Alair
Enterprises Canada Ltd. (“Alair Canada”) and 2451755 Ontario Inc. cob as Alair Construction (the
“Franchisee”) as defendants. The Beelers entered into a construction agreement with the
Franchisee. Egan was a sub-trade of the Franchisee and was hired to provide siding to the Beelers’
home. Egan alleges that the Franchisee did not pay Egan for the work he did on the Beelers’ home.
There is question about whether the work was done properly. Egan is claiming damages of
$31,989.00 plus HST, along with pre and post-judgment interest. On July 4, 2022, the Beelers
served a defence, pleading, amongst other things, that any payment owing to Egan is owed by the
Franchisee in accordance with the subcontract it had with Egan. Specifically, the Beelers pleaded
that they did not enter into a contract with Egan. The Beelers further pleaded that they made all
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payments to the Franchisee in accordance with their construction agreement and the Franchisee
was responsible to make all payments owing to sub-trades for their work on the Beelers’ home.
On August 5, 2022, Alair Canada served a defence, pleading, amongst other things, that it never
had any communications or dealings with Egan and never entered into any agreements with him.
Alair Canada provided Egan’s paralegal with the Franchise Agreement it has with the Franchisee
to prove that Alair Canada has no liability. Alair Canada waiting to hear back from Egan’s
paralegal as to whether the claim against Alair Canada will be dismissed. On August 11, 2022, the
Beelers cross claimed against the Franchisee for contribution and indemnity in respect of any
award that may be made against them in the main action. At this time, no other documents have
been filed and no other steps in the litigation have been scheduled.

Cari Ogg and Thomas Husted, v. Collins Development Group, LLC d/b/a Alair Homes Clemson,
LLC, Kevin W. Collins, Alair Enterprises USA, Inc., Dirtworx, LLC, and John Does 1-10, (IN THE
COURT OF COMMON PLEAS; 13TH JUDICIAL CIRCUIT; Case No: 2024-CP-39-01166).
Plaintiffs Cari Ogg and Thomas Husted commenced an action against Collins Development Group,
LLC d/b/a Alair Homes Clemson, Kevin W. Collins, Alair Enterprises USA, Inc., Dirtworx, LLC,
and others, alleging negligence, construction defects, breach of implied warranties, unfair trade
practices, unjust enrichment, and breach of contract relating to the construction of their home in
Pickens County, South Carolina; Collins Development and Kevin Collins deny the allegations and
assert that their work was performed properly and that any defects were caused by the Plaintiffs or
third parties. Collins Development has filed a Third-Party Complaint against numerous
subcontractors, alleging that any damages stem from the subcontractors’ breaches of contract,
negligent workmanship, or warranty violations, and seeking indemnification for any liability
imposed on Collins Development. Collins Development has also asserted counterclaims against
the Plaintiffs for failing to pay the outstanding contract balance of $332,674.13 despite project
completion and issuance of a certificate of occupancy in December 2023, seeking recovery under
breach of contract and, alternatively, unjust enrichment. The matter remains ongoing with no final
resolution.

IN RE PETITION OF JEFFREY IN THE DISTRICT COURT KOWITZ REQUESTING
DEPOSITION BEFORE SUIT OF ALAIR ENTERPRISES OF DALLAS COUNTY, TEXAS USA,
INC. AND ALAIR ENTERPRISES; USA HOLDINGS, INC. 192ND JUDICIAL DISTRICT; ALAIR
ENTERPRISES USA, INC. AND ALAIR ENTERPRISES USA HOLDINGS, INC.’S (RESPONSE
TO PETITIONER’S RULE 202 PETITION CAUSE NO. DC-23-20994). Alair Enterprises USA,
Inc. and Alair Enterprises USA Holdings, Inc. are respondents in a suit in District Court in Dallas
County, Texas brought by Jeffrey Kowitz seeking pre-suit discovery pursuant to Texas Rule of
Civil Procedure 202. After initially ruling that Kowitz was not entitled to such discovery, the Court
modified its ruling to allow Kowitz to attempt to seek discovery from Alair after Kowitz’s separate
arbitration against JRH Design & Build, LLC concludes. In connection with that ruling, the Court
indefinitely abated Kowitz’s Rule 202 suit against Alair on February 27, 2025. On September 12,
2025, Kowitz requested that the Court grant him leave from the abatement to amend his discovery
requests to Alair, purportedly so he could seek discovery on behalf of a potential “class” of
unknown plaintiffs against Alair. No hearing has been set on this request, and the Court has not
ruled on it. At this time, we do not believe the Court will grant leave for Kowitz to seek any
discovery against Alair as long as his arbitration with JRH Design & Build is ongoing, but it is
possible the Court may allow him to update the record in the meantime concerning the discovery
requests he ultimately wishes to make.



Alair Enterprises Canada, Ltd. vs. Wade Swyer IN THE PROVINCIAL COURT OF BRITISH
COLUMBIA (SMALL CLAIMS COURT) NAN-P-C-102724. Alair Enterprises Canada, Ltd. has
initiated a small claims action against Wade Swyer relating to allegations against Swyer relating
to fraudulent and deceptive business practices in the Provincial Court of British Columbia (Small
Claims Court), under file number NAN-P-C-102724. A initial settlement conference has been
scheduled for January 20, 2026.

Ward Peterson et al., v. AH Hudson dba Alair Homes Hudson, David James Nystrom, and Alair
Enterprises USA Inc. dba Alair Homes, (IN THE COMMON PLEAS COURT; PORTAGE
COUNTY, OHIO; Case No: 2024 CV 00091).Homeowners Ward Peterson and Susan Paul
(“Plaintiffs”) filed this action in the Portage County Court of Common Pleas against AH Hudson
LLC d/b/a Alair Homes Hudson, David James Nystrom, and Alair Enterprises USA Inc., alleging
breach of contract, negligence, breach of warranty, and violations of the Ohio Consumer Sales
Practices Act and Ohio Home Construction Service Supplier’s Act. Plaintiffs claim they entered
into a 2020 construction agreement with Alair to renovate their home in Aurora, Ohio, including
a sunroom, rear deck, and additional garage bay, with an initial budget of approximately $147,000.
Plaintiffs allege that the defendants’ defective work—particularly grading errors and improperly
connected downspouts—caused repeated flooding in their home and crawlspace over multiple
years, resulting in significant water damage, mold growth, and related property losses. They also
allege that a subcontractor, hired by Alair, filed a $10,000 mechanic’s lien on their property that
Alair failed to promptly resolve, forcing Plaintiffs to pay it themselves. Plaintiffs further assert that
Alair and Nystrom failed to correct the defects, mishandled warranty obligations, and that Nystrom
has since attempted to dissolve AH Hudson while aware of the pending claims. Plaintiffs seek
damages exceeding $25,000, plus treble and non-economic damages, attorney’s fees, and costs,
arising from the alleged breaches, statutory violations, and negligent construction.

Other than this action, no litigation is required to be disclosed in this Item.

Item 4
BANKRUPTCY

No bankruptcy is required to be disclosed in this Item.

Item 5
INITIAL FEES

Upon signing the Franchise Agreement, you must pay us an initial franchise fee of $81,550. We
will finance up to 50% of your initial franchise fee. The principal amount outstanding will bear
interest at the rate of 10% per annum (compounded annually) and will be payable in 24 equal
monthly installments beginning up to six months after the effective date of the Franchise
Agreement. California Usury Law prohibits us from charging a financing fee above a certain
percentage. See Item 10.

If you have been honorably discharged from the U.S. armed forces, the initial franchise fee will be
$79,050.
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If you desire to develop more than one Alair Homes Franchise, and we agree that you may do so
(in our sole and absolute discretion and in accordance with our multi-unit owner policies), the
initial franchise fee for subsequent franchises will be $20,000 per additional franchise.

In addition, upon signing the Franchise Agreement, you must pay us a Brand Fund Payment (as
defined below) in the amount of $10,000 (per Franchise Agreement). Your Brand Fund Payment
will be used to develop the webpage for the Alair Homes Franchises in your Marketing Area, if
that webpage needs development, and to market the Alair Homes Franchises in your Marketing
Area through various media (such as online SEO, marketing and collateral material for marketing
campaigns), if additional marketing is, in our opinion, necessary. Any amount not used for those
purposes will be deposited into the Brand Fund (as defined below). If your Alair Homes Franchise
is one of the first franchises in your Marketing Area, all or most of your Brand Fund Payment will
likely be used in your Marketing Area and if your Alair Homes Franchise is not one of the first
franchises in your Marketing Area, all or most of your Brand Fund Payment will likely be
deposited into the Brand Fund. You may desire to spend additional funds for marketing within
your Marketing Area (as defined below), particularly if your Alair Homes Franchise is one of the
first franchises in your Marketing Area.

Before opening each Alair Homes Franchise, you must purchase from us, or one of our designated
vendors, branded clothing in an amount anticipated to be between $250 and $750 (per Franchise
Agreement), the exact amount of which will be dependent upon the quantity and items you select.
The branding used for the clothing must be the logos provided to you and in line with the brand
guidelines.

None of the above fees is refundable. Except as stated above, all of the above fees are uniform.
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Item 6

Revenue

OTHER FEES
Type of Fee Amount Due Date Remarks
Royalty! 4% of Gross Revenue up to  [Semi-monthly |[Royalty rates are calculated
and including based on the collective Gross
$5 million per fiscal year; Revenue of your Alair Homes
3% of Gross Revenue above Unit Franchise and your
$5 million up to and Majority-owned Affiliated Alair
including $7 million per Homes Unit Franchises
fiscal year; 2.5% of Gross
Revenue above $7 million
up to and including $10
million per fiscal year; 2%
of Gross Revenue over $10
million per fiscal year
Brand Fund Payment' Up to 1.5% of Gross Semi-monthly

Advertising Cooperative Fee'

Up to 3% of Gross Revenue

As determined
by the
advertising
cooperative

Payable only if an advertising
cooperative is established in
your Marketing Area and the
advertising cooperative
assesses a fee

Accounting Systems and
Services Fee

'Will vary, depending upon
the volume and complexity
of your Alair Homes
Franchise and the time
expended by our (or our
affiliate’s) accounting staff
and the level of accounting
staff; billed on an hourly
basis, at our cost plus 5%
(our accounting staff is
currently billed at $70, $62
and $118 per hour);
althoughfees can vary, for
example, the monthly
Accounting Systems and
Services Fee is anticipated
to range from

$2,000 to $3,000 for Alair
Homes franchisees during
their second year of
operations and from $3,000
to $4,500 during their third
through fifth years of
Operations

Semi-monthly

Sales Tax Preparation Fee

Then-current fee (currently
$1,704/year)

Annually
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Type of Fee Amount Due Date Remarks
Interest on Deferred Initial ~ |10% per annum on deferred |[Payable in 24 |California Usury Law prohibits
Franchise Fee initial franchise fee; equal monthly [us from charging a financing fee
increased to 18% upon installments  |above a certain percentage; see

default

beginning one
month after the
effective date
of the
Franchise
Agreement

Item 10

Project Management
Academy Training Program
Fee

$1,750 per attendee

Prior to
attending the
Project
Management
Academy
Training
Program

Fees plus Expenses of
Attending Periodic Meetings

Then-current meeting fees
plus travel, meals, lodging
and related expenses

Fee payable to
prior to
attending
meetings;
expenses
payable as
incurred

Meeting fees are payable only if
we impose such a fee; we do not
currently impose such a fee

Additional Training Fee plus
Expenses of Attending

Then-current training fees
(currently $110/hour) plus
travel, meals, lodging and
related expenses

Fee payable
prior to
attending
training;
expenses
payable as
incurred

Proprietary Software
Maintenance/Access Fee

Then-current fee for
maintaining, repairing,
upgrading, accessing and/or
updating the Proprietary
Software

As invoiced

Payable only if we impose such
a fee; we do not currently
impose such a fee but anticipate
imposing one in the future

E-mail, Security and Then-current e-mail and Monthly
Cloud DataStorage Fee cloud data storage fee

(currently $8.00-

$32.10/month/user)
Payroll Software & Service [Then-current payroll Monthly

Fee

software & service

fee (currently $117/month +
$6/employee); Year end
processing fees include $6.75
per employee for W2 and
$0.50 for SSN Validation

Type of Fee

Amount

Due Date

Remarks
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Customer Survey Fee

Then-current fee (currently
calculated at $50.00/hr.)

As invoiced

MS Office365, CRM, LMS
and PM/Accounting Solution

Then-current fee*
(Office365 is $23.98-
$42.61, CRM is $10.51-
$25.43,

LMS $7.00
PM/Accounting Solution is
$10.51-$87.63)

*Costs range depending on
access requirements of
user

Monthly

Smart payables Cheque
Services

Document/insert prices
$0.25-$0.55 per page
Check costs $0.44-$0.55
per check

Mailing costs $0.69-
$39.61 per check

Mail Bundling costs
$22.50-$50.00

Setup fee — Onetime
charge of $15.00

As invoiced

Payable only if franchisees
register for this services

Direct Deposit Fees
Worldline

Rates are as follows:

(subject to change by

Bambora

i.$50.00 Set up

i.$25.00 monthly minimum
charge (covers first 24
transactions)

$0.50 per bank debit

ii. $0.50 per bank credit

iii. $25 per dishonored

batch

iv. $15 per returned item

2 payment runs
per month, paid
on the 1% and
the 15" of the

month

Billed as incurred

Customer Gifts

$200-$350 in value

Upon project
completion

Upon completion of each
project, you must give your
customer a thank you gift

'Website Update Fees

'Website update fee will vary,
depending upon time
expended by our internal or
external web staff (billed on

is
currently billed at $75-
$160/hour

an hourly basis; our web staff]

Semi-monthly

Payable only if you or the
franchisees in your Marketing
Area request that the webpage
for your Marketing Area be
updated or modified or we
believe an update or
modification is necessary

On-site Assistance Fee

Then-current on-site
assistance fee (currently
S115-

$120/hour) plus travel, meals,

lodging and related expenses

IAs incurred

Payable only if we or your
Master Franchisee provide more
than our average amount of on-
site assistance at your request
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Out-of-Operating Area 1% of Gross Revenue from |Asincurred  |Payable to Master Franchisee in
Payment an out-of- Operating Area the area in which the project is
project located (or us) only if we
authorize you to provide any
services outside of your
Operating Area
INew Vendor/Supplier Will vary, depending upon  |As incurred  |Payable only if you request that
Evaluation Fee our costs and expenses; we approve a new vendor/
inasmuch as we have not supplier and we evaluate that
been requested to approve a vendor/supplier to ensure that it
new vendor/supplier, we meets our high standards
cannot estimate this amount
Relocation Fee $2,500 or 100% of our costs |$2,500 upon  [Payable only if you request to

and expenses, whichever is
greater

request for

relocation of
the Premises;
the balance is

relocate your Alair Homes
Franchise

payable
on demand
Transfer Fee Up to 25% of then-current  |S0% of fixed |Payable only if you request a
initial franchise fee plus the |amount upon (Transfer
then-current hourly rates for [request

administrative and legal
services multiplied by the
actual number of hours
expended

for Transfer;
the balance at
or before
closing of

Transfer
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Type of Fee

Amount

Due Date

Remarks

Successor Franchise Fee

25% of the then-current

initial franchise fee; based

upon the current initia

franchise fee, the Successor

1

Franchise Fee would be

$20,387.50

Upon execution|
of Successor
Franchise
Agreement

Payable only if you sign a
Successor Franchise Agreement

In-breach Fee

$250,000

IAs incurred

Payable only if you (a) are
involved in any venture that
relates to the home building,
home renovation and/or
commercial contracting
industry, (b) or a Representative
have an interest in real property
with respect to which you or any
other person may build on,
renovate or otherwise develop
for purposes of resale within
five years, including, without
limitation, renovating and/or
flipping (reselling) or fixed-
price contracting, (c) or a
Representative have an interest
in real property that we prohibit
you or the Representative from
having an interest in, (d) fail to
use our standard forms of
contract for all projects and
work, (e) fail to have a written
signed contract, in our standard
form, with each customer, (f)
fail to have modifications to our
standard forms approved by us
in advance, (g) fail to timely
submit to us an accurate and
complete copy of each customer
contract, (h) fail to include all
projects and work in the
Proprietary Software and in all
reports and statements or (i)
provide home building services,
home renovation services and/or
commercial contracting services
other than through your Alair
Homes Franchise

Unauthorized Advertising Fee

$1,000 per occurrence

On demand

Payable only if you use
unapproved advertising or

marketing materials
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Type of Fee Amount Due Date Remarks
Unauthorized Product Usage [$500 per day per product or |[On demand  [Payable only if you use, sell or
Fee service distribute unauthorized products

or services

Costs of Performing your Our costs and expenses plus [As incurred  |Payable only if we do something

Obligations 5% and our then-current fees that you are required to do, but

(currently $60-$110/hour) do not do (for example, if we
pay insurance premiums that
you failed to pay or we removed
unauthorized products used in
connection with your Alair
Homes Franchise after you
failed to do so)

Legal Fees and Expense Then-current fees and Asincurred  |Payable if our legal team spends

Reimbursement expenses of in-house legal time reviewing your documents,

assistance (currently transactions or matters (for

$265/hour) and/or the fees example, if you request a change
and expenses of outside to our standard construction
legal counsel agreements)

Tax Reimbursement Will vary Asincurred  |Payable only if we pay to any
state taxing authority an amount
with respect to the conduct of
your Alair Homes Franchise or
your payments to us (except for
certain income-related taxes of
ours)

Management Fee 10% of Gross Revenue plus |As incurred  |Payable only if we or our

our costs and expenses designee assume management of]
your Alair Homes Franchise

Interest Lesser of 18% per annum  (Ondemand  |Payable only if a payment to us

and highest rate permitted by or our affiliates is late or if we

law make a payment on your behalf

Late Fee $100 per occurrence On demand  |Payable only if a payment to us
or our affiliates is late, if you
submit any required reports late
or if you do not perform any
other obligation on a timely
basis

Attorneys’ Fees and Will vary As incurred  [Payable only if we prevail in a

Costs

proceeding initiated by you or us
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Type of Fee

Amount

Due Date

Remarks

Costs and expenses of
Inspection or Audit

Will vary

On demand

Payable only if we incur costs or
expenses in connection with
confirming your compliance
with the Franchise Agreement, if
our inspection or audit is due to
your failure to allow us access to
your books and/or records or to
submit required reports, if you
fail to cooperate with our
inspection or audit or if our
inspection or audit reveals a
deficiency of 2% or more in the
amounts owed to us for any
period

Indemnification

Will vary

IAs incurred

Payable only if we suffer a loss
or incur costs and expenses in
connection with your Alair
Homes Franchise or a breach of
your Franchise Agreement

De-identification Fee

Our costs and expenses in
connection with
deidentifying the Premises

Upon demand

Payable only if you fail to de-
identify the Premises upon
relocation, expiration or
termination and we do so

Post-termination Operation
Fee

$25,000, plus all of our costs
and expenses

Upon demand

Payable only if you continue to
operate your Alair Homes
Franchise or use our intellectual
property after expiration or
termination of the Franchise
Agreement

Liquidated Damages

$50,000

Upon demand

Payable only if the Franchise
Agreement is terminated by you
for any reason other than our
material breach of the Franchise
Agreement or if the Franchise
Agreement is terminated by us
due to an event of default; these
liquidated damages apply only
to the damages relating to
termination and do not apply to
other damages that we may
suffer resulting from your
breach and/or your actions or

omissions
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All fees and other payments in the above table other than the Royalty may be modified by us from
time to time without your approval. Those fees or other payments will be no greater than the fees
and payments then being charged to new franchisees. Fees may be charged in Canadian dollars
and payments converted from United States dollars into Canadian dollars at then-current exchange
rates.

All fees or other payments listed in the above table, other than the Sales Tax Preparation Fee, the
Customer Survey Fee and travel, meals, lodging and related expenses, are payable to, and collected
by, us or our affiliates. All fees or other payments listed in the above table are imposed by us, are
non- refundable and are uniformly imposed. The Sales Tax Preparation Fee and the Customer
Survey Fee will be payable to and collected by our designated vendors. Travel, meals, lodging and
related expenses will be payable to and collected by airlines, restaurants, hotels and other third
parties.

If we so request, you must deposit all revenue and other receipts from the operation of your Alair
Homes Franchise into one business checking account (the “Electronic Depository Transfer
Account” or “EDTA”) and authorize us and our affiliates to electronically debit the EDTA for all
fees and other amounts payable under the Franchise Agreement and otherwise in connection with
the operation of your Alair Homes Franchise (including amounts that we or our affiliates collect
for third parties). We will generally debit these amounts from the EDTA on the due date or, if the
due date is not a business day, on the subsequent business day. We may require payment other
than by automatic debit; if we do so, you must comply with our payment instructions.

If you do not timely report your Gross Revenue, we may debit the EDTA for 120% of the last
payment we debited. If that debit exceeds the amount actually due, we will credit you for the
overpayment; if that debit is less than the amount actually due, we will debit you the additional
amount, plus interest and late fees.

Your obligations under the Franchise Agreement and the other documents executed in connection
with the Franchise Agreement (as well as other franchise agreements that you and your affiliates
enter into with us or our affiliates) will be secured by all of your assets, including, without
limitation, your furniture, fixtures and equipment, cash, cash equivalents and accounts, and
accounts receivable, under a Security Agreement, in the form of Exhibit F (the “Security
Agreement”).

Notes:

' The term “Gross Revenue” means the aggregate amount of (1) all revenue from sales of products
and/or services of every kind and nature sold from, at or in connection with your Alair Homes
Franchise(s) or arising out of the operation or conduct of business by you and/or your Alair Homes
Franchise(s), whether or not at or from the Premises, whether for cash, check, credit or otherwise,
excluding federal, state and local sales and service taxes collected from customers and paid to the
appropriate taxing authority, plus (2) all insurance proceeds received or realized by you for loss or
interruption of business, plus (3) the fair market value of any products and/or services received or
realized by you in barter or exchange for products and/or services. If we determine that you and
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your Majority-owned Affiliates own more than one Alair Homes Unit Franchise for purposes of
calculation of the Royalty, the Royalty with respect to the Majority-owned Affiliated Alair Home
Unit Franchises will be calculated based upon the collective Gross Revenue of your Alair Homes
Unit Franchise and the Majority-owned Affiliated Alair Homes Unit Franchises.

Item 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Type of Expenditure* Amount Method of  [When Due To whom payment
Low High Payment is to be made

[nitial Franchise Fee! $81,550 (881,550 [Lump sum |Upon signing Franchise Us
Agreement

[nitial Brand Fund Fee? [$10,000 [$10,000 |[Lump sum [Upon signing Us
Franchise Agreement

Bond requirements? $5,000 [$30,000 [Lump sum |As required by your clients [Insurance companies or
or their lenders or landlords |governmental agencies

Premises rent and

security deposit*

Truck® $0 $6,200 Monthly Down payment and monthly|Automobile dealer,
rent or loan lessor or lender
payments

Computer System and [$1,900  [$4,000 Lump sum |Before opening 'Vendors/suppliers

telephone

'Vehicle Wrap/Site $1,500  [$3,000 Lump sum |Before opening 'Vendors/suppliers

Signage

Print Material $50 $500 As incurred [Before opening 'Vendors/suppliers

or us

Branded Clothing $250 $750 As incurred [Before opening Us or approved vendor

Licenses and Permits  [$250 $3,000 Lump sum |Before opening Governmental

agencies

Insurance® $2,850  [$9,000 Lump sum |Before opening Insurance carrier,

agent or broker

Professional Fees’ $1,500 [$5,000 As incurred [Before opening Attorney, etc.

Miscellaneous $1,000 [$5,000 As incurred [Before opening and/or Us, internet provider,

Expenses® during the first three monthsjutility companies,
of operations vendors/suppliers,

etc.

)Additional Funds — $6,000 830,000 |Asincurred [Before opening and/or 'Vendors, suppliers, etc.

three months’ during the first three
months of operations

Total Estimated Initial|$111,850 [$188,000

Investment'’
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Notes:

*The amounts of all of the non-fixed expenditures, other than the permits and licenses, will be
determined when you contact and negotiate with the respective third-party vendor/supplier. The
costs of permits and licenses will be determined by contacting the appropriate governmental entity.
All amounts paid to us are non-refundable. Third-party vendors/suppliers will determine whether
payments to them are refundable. We do not offer direct or indirect financing for any part of your
initial investment.

'If you have been honorably discharged from the U.S. armed forces, the initial franchise fee will
be $79,050. If you desire to develop more than one Alair Homes Franchise, and we agree that you
may do so (in our sole and absolute discretion and in accordance with our multi-unit owner
policies), the initial franchise fee for subsequent franchises will be $20,000 per additional
franchise.

2 You may desire to spend additional funds for marketing within your Marketing Area, particularly
if your Alair Homes Franchise is one of the first franchises in your Marketing Area.

3 Your clients, or their lenders or landlords, may require that you post bonds on commercial and
government projects. Your posting a bond would provide your client protection in the event that
you are unable to perform all of the services that you agreed to provide, as the bonding company
would pay for another contractor to perform the services that you are unable to perform.

“ Tt is anticipated that franchisees will initially operate their Alair Homes Franchises from their
residences. If you rent the premises upon which to operate your Alair Homes Franchise, your
estimated initial investment will be increased. Your monthly rent payment will vary depending
upon the type of space you rent, your location and your market’s lease rates; it is likely that you
will also be required to pay a security deposit equal to one or two months’ rent.

> You will be required to use a newer model (no more than seven years’ old) black pick-up truck.
Y our monthly payments will vary depending upon the price of the tru