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You will buy a franchise for the operation of a real estate brokerage business under the “Realty
World® name and marks

The total investment necessary to begin operation of a conversion franchise ranges from
$21,200 00 to $104,500, mncluding $5,000 to $12,500 that must be paid to the franchisor The
total investment necessary to begin operation of a start-up franchise ranges from $47,000 to
$189.500. including $5,000 to $12,500 that must be paid to the franchisor If you are granied an
exclusive territory, the total investment necessary to begin operation of the franchise ranges from
$62,000 to $677,000, including $20,000 to $500,000 that must be paid to the franchisor

This disclosure document summarizes certain provisions of your franchise agreement and other
information 1n plain Englhish Read this disclosure document and all accompanying agreements
carefully You must receive this disclosure document at least 14 calendar days before you sign a
binding agreement with, or make any payments to, the franchisor or an affiliate 1n connection
with the proposed franchise sale or grant Note, however, that no government agency has
verified the information contained in this decument.

You may wish to receive your disclosure document in another format that is more convenient for
you To discuss the availability of disclosures in different formats, contact Lisa Gerdes, Realty
World, Inc, 1101 Dove Street, Suite 228, Newport Beach, Cahforma 92660, (714) 436-9009

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

Buying a franchise 1s a compiex investment This information n this Disclosure Document can
help you make up your mind More information on franchising, such as “4 Consumer’s Guide {0
Buying a Franchise,” which can help you understand how to use this Disclosure Document, 1s
available from the Fedceral Trade Commission You can contact the FTC at 1-877-FTC-HELP or
by writing the FTC at 600 Pennsylvama Avenue, NW, Washington, D C 20580 You can also
visit the FTC’s home page at www ftc gov for additional information Call your state agency or
visit your public library for other sources of information on franchising

There may also be laws on franchising (n your state Ask your state agencies about them

ISSUANCE DATE: September 7, 2017, as amended September 27, 2017
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STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file wrth a state
franchise administrator before offering or sclling m your state REGISTRATION OF A
FRANCHISE BY A STATE DOES NOT MEAN THAT THE STATE RECOMMENDS THE
FRANCHISE OR HAS VERIFIED THE INFORMATION IN THIS DISCLOSURE
DOCUMENT

Call the state franchise admunistrators listed in Exhibit A for information about the franchisor, or
about franchising in your state.

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW
UNCONDITIONALLY AFTER THE INITIAL TERM EXPIRES YOU MAY HAVE TO
SIGN A NEW AGREEMENT WITH DIFFERENT TERMS AND CONDITIONS IN ORDER
TO CONTINUE TO OPERATE YOUR BUSINESS BEFORE YOU BUY, CONSIDER
WHAT RIGHTS YOU HAVE TO RENEW YOUR FRANCHISE, IF ANY, AND WHAT
TERMS YOU MIGHT HAVE TO ACCEPT IN ORDER TO RENEW

Please consider the followmg RISK FACTORS before you buy this franchise-

1 THE FRANCHISE AGREEMENT REQUIRES YOU TO RESOLVE DISPUTES WITH
US BY MEDIATION OR LITIGATION ONLY IN CALIFORNIA OUT-OF-STATE
MEDIATION OR LITIGATION MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES IT MAY ALSO COST YOU MORE
TO MEDIATE OR LITIGATE WITH US IN CALIFORNIA THAN IN YOUR HOME
STATE.

2 THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE

We use the services of one or more FRANCHISE BROKERS or referral sources to assist us in
selling our franchise A franchise broker or referral source represents us, not you We pay this
person a fee for selling our franchise or referring you to us  You should be sure to do your own
investigation of the franchise

The effective dates of this disclosure document in the states with franchise registration laws 1n
which we have sought registration or exemption appear on the following page
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REALTY WORLD, INC.

STATE EFFECTIVE DATES

The following states require that the disclosure document be registered or filed with the state, or
be exempt from registration California, Hawaii, lllinois, Indiana, Maryland, Michigan,
Minnesota, New York, North Dakota, Rhode Island, South Dakota, Virgimia, Washington and

Wisconsin

This disclosure document 1s registered, on file or exempt from registration in the following states
having franchise registration and disclosure {aws, with the following effective dates

California
Hawan
Illino1s
Indiana
Maryland
Michigan
Minnesota
New York
North Dakota
Rhode Island
South Dakota
Virgima
Washington

Wisconsin

Pending

Pending

Pending

September 7, 2017, as amended September 27, 2017
Pending

September 7, 2017, as amended September 27, 2017
Pending i

Pending

Pending

Pending

Pending

Pending

Pending

Pending

In all other states that do not require the disclosute document to be registered or filed with the
state, the effective date of this disclosure document 1s the 1ssuance date of September 7, 2017, as
amended September 27, 2017
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THE FOLLOWING APPLY TO TRANSACTIONS GOVERNED BY
MICHIGAN FRANCHISE INVESTMENT LAW ONLY

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

(a) A prohibition on the right of a franchisee to Join an association of franchisees

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver, or
cstoppel which deprives a franchisee of nghts and protections provided in the Michigan Franchise
investment Act This shall not preclude a franchisee, after entering inte a franchise agreement,
from settling any and all claims

(c) 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 fatlure of the franchisec to comply
with any lawful provision of the franchise agreement and to cure such failure after being given
written notice thereof and a rcasonmable opportunity, which 1n no event necd be more than 3¢ days.
to cure such failure

(d) 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, cquipment, fixtures, and {furmishings Pcrsonalized
matertals which have no value to the franchisor and inventory, supplies, equipment, fixtures, and
furmishings not reasonably required in the conduct of the franchise business are not subject to
compensation This subsection applies only 1if (1) the term of the franchise 1s less than 5 years and
(1) the franchisee ts prohibited by the franchise or other agrecment from continuing to conduct
substantially the same business under another trademark, service mark, trade name, logotype,
advertising, or other commercial symbol 1in the same area subsequent to the expiration of the
franchise or the franchisee does not receive at least 6 months advance notice of franchisor's intent
not to renew the franchise

(e) A provision that permits the franchisor to refuse to renew a franchise on terms
generally available to other franchisecs 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 inte an agreement, at the time of arbatration, to
conduct arbitration at a location outside this state

®) A provision which permts a franchisor to refuse to permat a transfer of ownership of
a franchise, cxcept for good cause This subdivision does not prevent a franchisor from excrcising a
night of first refusal to purchase the franchise Good cause shall include, but 1s not limited to
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1) The failure of the proposed transferee to meet the franchisor’s then current
reasonable qualifications or standards.

(1)  The fact that the propesed transferee 1s a competrtor of the franchrsor or sub
franchisor

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

(1v)  The failure of the franchisee or proposed transferee to pay any sums owing to
the franchisor or to cure any default 1n the franchise agreement existing at the time of the
proposed transfer

(h) A provision that requires the franchisee to resell to the franchisor items that are not
uniquely 1dentified with the franchisor This subdivision does not prohibit a provision that grants to
a franclusor 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 prolubrt a provision that grants the franchisor the right to acquire the assets of a
franchise for the market or appraised value of such assets 1f the franchisee has breached the lawful
provisions of the franchise agreement and has failed to cure the breach 1in the manner provided in
subdivision (c)

(1) A provision which 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

If the franchisor's most recent financial statements are unaudited and show a net worth of
less than $100,000, the franchisor shall, at the request of a franchisec, arrangc for the escrow of
mitial mvestment and other funds paid by the franchisee until the obligations to provide real estate,
improvements, equipment, inventory, training, or other items included 1n the franchise offering are
fulfilled At the option of the franchisor, a surety bond may be provided in place of escrow

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

Michigan Attorney General’s Office
Consumer Protection Division
Attention Franchise Section
G Mcnnen Willlams Building, 1st Floor
525 West Ottawa Street
Lansing, Michigan 48933
Telephone (517)373-7117
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ITEM t

THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

The Franchisor

For ease of reference, Realty World®, Inc , the franchisor, will be referred to as “Realty
World®,” “we  “us” or “our” 1n this disclosure document “You” means the person who buys
the franchise from us If you are a corporation, pattnership or limited hability company, certain
provisions of the applicable agreement also apply to your owners or partners

We were incorporated on June 12, 1997 in Nevada under the name AC Captial, Inc We
changed our name to Realty World® America, Inc (“RWA”) on September 11, 1997 On
March 31, 2006, we changed our name to Realty World®, Inc  We do business under our
corporate name and as Realty World® Our principal business address 1s 1101 Dove Street, Suite
228, Newport Beach, California 92660 Our telephone number 1s (714) 436-9009 Our agents
for service of process are disclosed in Exhibit A

Our predecessor, Realty World Corporation (“RWC”), incorpoiated in Delaware on
November 8, 1974, and offered franchises for real estate brokerage business from 1973 to 1997
In 1997, we acquired certain rights from RWC, including the exclusive license and use of all
national and international (excluding Canada) trademarks, names and logos of RWC In July
1998, Eon Capital, Inc (“EON”) assigned all of the nights to the Realty World® marks and name
to us Since then, we have engaged in the licensing of real estate brokerage offices We began
offering franchises for real estate brokerage businesses in June 2000. We have not offered
franchises 1n any other line of business

Our affihate, HomeLife® Realty Services Inc , was ncorporated m Canada on March 28,
1985 Its pnincipal place of business 1s 28 Drewry Avenue, Toronto, Ontarto M2M 1C8  Its
telephone number 1s (800) 668-0186 Since 1ts inception, HomeLife® Realty Services Inc has
offered franchises m Canada for real estate brokerage businesses It currently has 140 franchised
locations in Canada It has never offered franchises in any other hne of business

Our affilate, HomeLife® International, Inc (“HomeLife®), was incorporated 1n
Michigan on July 15, 2008 Its principal place of busmess 1s 1101 Dove Street, Umt 235,
Newport Beach, California, 92660 Its telephone number 1s (734) 246-6080 Sincc 1ts inception,
HomeL1fe® has offered franchises for real estate brokerage businesses until 2011 and ntends to
offer franchises again this fiscal year It currently has 2 franchised locations 1n the Umted States
It has never offered franchises in any other line of business

Our affiliate, Red Carpet® International, Inc (“Red Carpet®), was mcorporated n
Michigan on July 15, 2008 Its princtpal place of business 1s 1101 Dove Stieet, Unit 235,
Newport Beach, California, 92660 Swmce 1ts tneeption, Red Carpet has offered franchises for
real estate brokerage businesses It currently has [ ] franchised locations in the United States
Its telephone number 1s (734) 246-6080 Though 1t 1s not currently offering franchses, it intends
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to do so agamn m the current fiscal year It has never offered franchises i any other line of
business

Our affiliate, Move In and Out, Inc (“Move In and Out™), was mcorporated in Dclaware
on March 21, 2006 s principal place of business 1s 28 Drewry Avenue, Toronto, Ontario M2M
IC8 It has engaged in maintaining a website that offers information regarding moving and
relocation services since 1ts incorporation Realty World® Businesses may choose to participate
as a member of the website Move In and Out has never operated any other business or offered
franchiscs 1n any line of business

Our affihate, Ads and 'Deals, Inc, was incorporated 1n Delaware on December 13, 2007
Its principal place of business 1s 28 Drewry Avenue, Toronto, Ontario M2M 1C8 1t has engaged
in maintaining a website that offers on-line classified advertising Realty World® Businesses
may choose to participate as a member of the website Ads and Deals, Inc has never operated
any other business or offered franchises in any line of business

Our affihate, Job YoYo Inc, was incorporated in Delaware on February 2006 Its
principal placc of busmness 1s 28 Drewry Avenue Toronto, Ontario M2M 1C8 It has engaged m
marntaining a website that offers on-line job searching and hosting Realty World® Busmesses
may choose to participate as a member of the website Job YoYo Inc has never operated any
other business or offered franchises 1n any line of business

Our affihate, Tax1 Property Management Ltd offers software for the operation of
property management businesses Its principal place of business 1s 28 Drewry Avenue, Toronto,
Ontario M2M 1C8 It was incorporated as Surplus Cash Inc in March 1998 but was renamed and
began operating as Tax: Property Management Ltd m December 2015 Realty World®
Businesses may choose to use this software Taxi Property Management Ltd has never operated
any other business or offered franchises in any hine of business

The Franchise Offered

We have developed a network of real estate brokerage businesses known as “Realty
World®” businesses (“Realty World® Busmesses”y We use, promote, and liccnse certain
trademarks, service marks, and other commercial symbols i operating Realty World®
Businesses, and may crcate, use and license other trademarks, service marks, and commercials
for Realty World® Businesses (the “Marks”) Realty World® Businesses offer the products and
services we authorize and use our business formats, methods, rules, procedures, signs, designs,
layouts, standards, specifications, and Marks (the “Franchise System”)

We offer to qualified persons the nght to operatc a Realty World® Business (a
“Business™) under the form of franchise agreement attached as Exhibit B (the “Franchise
Agrcement”) We do not typically grant an exclusive territory Under hhmited circumstances,
however, we may offer you the right to acquire a franchise with an exclusive territory (excluding
commercial real estate and new home developments) under our form of exclusive territory
addendum attached as Exhibit B-1 (the "Exclusive Terrtory Addendum") If you acquire a
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Realty World® franchise, you must operate the Realty World® Business 1n accordance with our
spectfications and standards for the Marks and the Franchise System

From August 2009 to August 2012, we granted persons or entities meeting our
qualifications (“Area Developers”) the night to develop multiple Realty World® Businesses
utilizing the marks within a development area We are no longer offering franchises for Area
Developer franchises As of the date of this disclosure document, there are no Area Developers
m existence However, we may offer franchises for Area Developer franchises i the future

Competition

The market for real estatc brokerage offices 1s wcll established  You will compete with
other national and regional franchised real estate brokerage offices (including our affiliates), as
well as local real estate brokerage offices in your market area for the listing and sales of
commercial and residential property and related ancillary services A critical component to your
success will be your ability to recruit and retain sales representatives (defined 1n Item 6)

The real estate market may presently be wn, or at any given tmc may enter into, a
downturn as a result of economic conditrons, as well as credit restramts, a large mventory of
unsold homes 1n many markets, decreasing sales volume or a variety of factors It 1s impossible
to predict whether or when the economy will or would unprove, whether interest rates will or
would remain stable, or whether or when the real estate industry wall or would return to a growth
period

Laws Applicable to the Real Estate Brokerapge Business

You are subject to the licensing requirements of your state regulatory authority and must
be a licensed real estate broker Most states have specific laws and regulations covering real
estate brokerage services and licenses These laws, among other things, require that anyone who
offers real estate brokerage services be a licensed real estate broker a licensed associate broker
or a licensed salesperson affihiated with a hicensed real estate broker There may be sinmlar laws
n the crties and counties in which you will be operating Some states also require franchised real
estate brokers to 1dentify themselves as such when offering their services to the public  You
must know your state's requirements There are also various federal laws that could affect your
real estate business such as the Real Estate Settlement and Procedures Act and Fair Housing
Laws You must comply with all local, state and federal laws in the operation of your Realty
World® Busiess We urge you to make further inquiries about these and other laws 1n order to
understand your potential legal obligations
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I'TEM 2

BUSINESS EXPERIENCE

Andrew Cimerman — President, Chief Executive Officer and Chairman of the Board

Mr Cimerman has been our President since June 1, 2010 and has been our Chairman of
the Board, and Chief Executive Officer since June 1997 Mr Cimerman also holds positions
with the following enuties (1) President and Chief Executive Officer of Red Carpet
International Ltd , since June 2016, (2) President of HomeLife® Insurance, Inc , since September
2007, (3) President of PCH Capital Inc , since September 2007, (4) President of Ads And Deals,
Inc , since June 2007, (5) President of LANA Capital LLC, since June 2007, (6) President of
Move In and Out, Inc, since March 2006, (7) President of Job YoYo, Inc, since February 2006,
(8) President and Chief Executive Officer of Realty World® International, Inc , since July 2000,
(9) Prestdent of World Alltance Inc, since I'ebruary 2000, (10) President of FamilyLife Realty
Services, Inc, since February 1997, (11) President of National Real Estatc, Inc, since January
1997, (12) President of Red Carpet® International, Inc , since July 1996, (13) President of Max
Amencan Home Warranty, Inc, since July 1996, (14) President and Chicf Executive Officer of
HomeLife® International, Inc, smce October 1986, (15) President of HomeLife® Realty
Services, Inc, sincc March 1985, (16) President of HomeLifc® International, Inc, since July
2004, (17) President of Simcoe Fox Developments, Inc , since 1976, (18) President of Cimerman
Real Estate Ltd /HomeLife® smce April 1973, (19) President of pololoans Inc since October
2014, and (20) President and Chief Executive Officer of Reallium Technologies, Inc Mr
Cimerman serves 1n each of these positions in Toronto, Ontario, Canada

Lisa Gerdes: Executive Vice President, Secretary, and Chief Operating Officer

Ms Gerdes has been our Executive Vice President, Secretary, and Chief Operating
Officer since Apnil 2014 From May 1990 to April 2014, Ms Gerdes was a managing broker for
Tarbell, Realtors, headquartered 1in Santa Ana, Califorma, where she also served as Auditor
(from 2010 to 2014), Trainer (from May 1990 to Apnil 2014), and Vice President (from 2010 to
2014)

Lor:1 Cimerman: Director and Treasurer

Mrs Cimerman has been a Director of us and our Treasurer since she jomned our
organization in Scpiember of 2014 Mrs Cumerman has been a licensed real estate sales
representative since January 2004, a licensed real estate broker since November 2006, and a
licensed mortgage broker since January 2007 Since November 2009, Mrs Cimerman has been
the Broker of Record of our affihate HomeLife/Cimerman Real Estate Ltd , Brokerage, located
in Toronto, Ontario, Canada
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ITEM 3

LITIGATION

Realty World, Inc v NextFome, Frc , No 4 16-cv-5761 (N D Cal Filed October 6, 2016) We
filed suit against NextHome, Inc , ow master licensee, James Dwiggins, the CEO of NextHome,
and unnamed individuals and entities associated with NextHome Our allegations stem from
NextHome’s breach of its master hcense agreement and applicable law by faihng to make
reasonable efforts to identify itself as an independent licensee of the Realty World marks, by
failing to disclose that it 1s a licensee of the Realty World marks in advertising and marketing
materials for 1ts prospective franchisees, by using the Rcalty World marks outside the termitory
permitted by the hicensing agreement, and by including false and deceptive information on 1ts
website, other websites, and 1n marketing/sales campaigns that was designed to confuse actual
and prospective franchisees into believing that NextHome and its officers were either affiliated
with or owners of Realty World, Inc We alleged intellectual property violatfons, intentional
interference with the contracts between us and our franchisees, wntentional interference with
prospective economic advantage between us and potential franchisees, and violations of
Cahforma state law against all defecndants and asserted all such claims agamst NextHome 1n
addition to breach of the master hcense agreement We seek declaratory relief that NextHome is
bound by the master license agrecment, and we scek injunctive relief, unspecified damages, and
attorneys’ fees and costs against all defendants
NextHome filed counterclaims on November 1, 2016 against us and Andrew Cimerman

NextHome alleged that we brecached the master license agreement by {ailing to provide a website
link and to maintain, protect and police the use of Realty World marks NextHome further
alleged that Mr Cimerman wviolated applicable law by registering domain names that
mcorporate NextHome’s name and are confusingly similar to NextHome’s website address,
publishing untruc or mislcading statements on the websites associated with those registered
domains regarding the sale of the domains, and registering and/or incorporating a business 1n
Canada with a name that i1s unlawfully similar to NextHome’s NextHome alleged that Mr
Cimerman violated California state law regarding unfair competition, false advertising, and
mtellectual property and violated federal law regarding unfair competition, cybersquatting, and
mteltectual property NextHome sought unspecified damages, mjunctive relicf and attorney’s
fees and costs aganst both us and Mr Cimerman The lawswmt 1s currently in the early stages of
discovery

Except for the 1 matter disclosed above, no litigation 1s required to be disclosed 1n this

Item
ITEM 4
BANKRUPTCY
No bankruptcy mformation 1s required to be disclosed in this ftem
5
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ITEMS

INITIAL FEES

You must pay us a non-refundable mstral franchise fee when you sign the Franchrse
Agreement The amount of the mmtial franchise fee will vary depending on the general
population density of your Business’ geographic location The amount of the imitial franchise fee
18 currently determuined as follows (1) $12,500 1f the city or unincorporated area m which your
Business 1s located {or shall be located) has a population of 50,000 or more, (1) $10,000 if the
city or umncorporated area 1 which your Busmess 1s located (or shall be located) has a
population greater than 19,999 and less than 50,000, or (1) $5,000 1f the city or umincorporated
area 1n which your Business 1s located (or shall be located) has a population of less than 20,000
Under limited circumstances, and at our sole discretion, an exclusive territory (excluding
commercial real estate and new home developments) may be available under our Exclusive
Territory Addendum The amount of the initial franchise fee under the Exclusive Territory
Addendum will range from $20,000 to $500,000 and s determimed by negotiations between you
and us In considering the amount of such mitial franchise fee, we look at the geographic
location, market share, population, number of sales representatives and any other factors we
determine are relevant

You must pay us the imtial franchise fee in a lump sum in the form of a bank check or
cashier's check when you sign the Franchise Agreement If you purchase multiple franchises,
you will sign the Franchise Agreements for all of the franchises at the same time and be required
to pay an imtial franchise fee for each signed Franchise Agreement The 1mtial franchise fee 1s
nonrefundable under any and all circumstances and 1s fully eamed by us upon signing of the
Franchise Agreement by you At our option we may accept payment of the initial franchise fee
mn nstallments for a period not exceeding 6 months (See Items 7 and 10) If we offer you an
installment period to pay the mitial franchise fee you will execute a promissory note See
Exhibit C

We reserve the right to vary, waive (in whole or in part), negotiate or make exception to
our published fee structure and/or payment terms for any rcason or if business circumstances
warrant in our sole and absolute discretion, including without limitation large or otherwise
significant transactions, conversion allowances or start-up allowances In some cases, the initial
franchise fee, or a part of 1t, may be offset by certain conversion allowances granted by us in our
discretion 'We also have the right to negotiate development allowances, bonuses or other
anceantives, which may vary in type, amount or duration 10 attract aew [ranchisees Any of these
plans, depending on the particular bonus or incentive involved, may directly or indirectly
decrease the imtial franchise fees of those franchisees entitled to these bonuses or incentives
These incentive and bonus plans, if and when offered, may vary as to type, amount or duration

In Pennsylvama, Realty World® franchises are sold by an authorized subfranchisor In
Northern Califorma and Northern Nevada, Realty World® franchises are sold by a licensee The
amount of the imtial franchise fee 1s determined by the subfranchisor i each region and this
mual franchise fee together with other information 1s disclosed n the franchise disclosure
document used and authorized by the subfranchisor or licensee for each region

6
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Our franchisees may recerve a percentage of the inttial franchise fee (ranging from 25% to 50%)
for referring new [ranchisees to us as part of our Share the Wealth Program

ITEM 6

OTHER FEES

PERCENTAGE FEE OPTION FEES'?

Type of F ee™’

Amount

Due Date

Remarks

Royalty Fees® 2

4% of Gross
Revenue’ for the
first $1,000,000 1n
Gross Revenue in
a given calendar
year, 1% of Gross
Revenue for
amounts of Gross
Revenue above
$1,000,0001n a
given calendar
year

Due on the 25™ day
of the calendar
month

National Advertising
and Promotional
Fund Contnibution

1% of Gross
Revenue’ for the
first $1 060,000 in
Gross Revenue 1n
a given calendar
year, no further
contributions
required after you
obtamn $1,000,000
i Gross Revenue
1n a given
calendar year

Due on the 25" day
of the calendar
month
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Type of Fee*’

Amount

Pue Date

Remarks

Your Local
Advertising

1% of Gross
Revenue’ for the
first $1,000,000 in
Gross Revenue 1n
a given calendar
year; no further
expenditures duc
after you obtain
$1,000,600 in
Gross Revenue 1n
a given calendar
year

Monthly

If you fail to make these
required monthly
expenditurcs, you must
contribute the amount you
failed to spend to the
National Advertising and
Promotional Fund

FLAT FEE OPTION FEES!®

Type of Fec*’

Amount

Due Date

Remarks

Royalty Fees’ 12

Vartes between
$350 to $4,850
per month
depending on
numbcr of Sales
Representanves6
registered with
your Realty
World® Business®

{]

Duc on the 25™ day
of the calendar
month

National Advertising
and Promotional
Fund Contribution

Varies between
$75 and $325 per
month depending
on number of
Sales
Representatives
registered with
your Realty
World® Business’®

6

Due on the 25™ day
of the calendar
. month
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Type of F ee™’ Amount Due Date Remarks
Your Local  Varies between Monthly If you fail to. make these
Advertising $50 and $300 per  required monthly
month depending cxpenditures, you must
on number of contrbute the amount you
Sales failed to spend to the
Represe,ntafcives6 National Advertising and
registered with Promotional Fund
your Realty
World®
Business'’
GENERAL FEES
Type of Fee'” Amount Due Date Remarks
Support Fee®? Varies between Due on the 25% day | The Support Fee 1s due
$150 and $250, of each month monthly
per month
depending on the
population of the
area where your
Business is
located'’
TechPack Fee Currently $64 99 | Ist day of each You must sign a Computer
per month for month Software Licensing
your office plus Agreement with us Under
$39 99 per month the Computer Software
for each Sales Licensing Agreement, you
Representative : recerve access to an miernet-
registered with based software platform
your office May incorporating various third-
be increased 1n party software programs
our discretion covering marketing,
advertising, and other
technology services The
current form of Computer
Software Licensing
Agreement 1s attached as
Exmbit D to the Franchise
Agreement
Late Fees $50 per day or On demand
maximum amourit
the law allows
9
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Type of Fee** Amount Due Date Remarks

Late Reporting of $250 On demand You must pay this fee if you

Sales Representatives fail to report the affiliation
of any new Sales
Representatives within 5
days

Renewal Fee $1,500 At the time of Must accompany written

renewal notice of renewal
Transfer Fee $3,500 At time of transfer | The transfer fee 1s for the

supervisory, administrative,
accounting, legal and other
expenses we Incur as a result
of this salc or transfer

Registration Fee
Annual Awards
Convention

Varies Currently,
registration fee
estimated at $300

Upon recerpt of
Invoice

Attendance at our annual
convention 1s mandatory,
and you must pay us a
registration fee, which
covers our costs of
organizing the convention
You must pay for your own
travel, lodging and related
expenses

Initial Tramnmng Fee | Currently $299 Upon receipt of We will provide mitial
invoice tramning for your Designated

Manager (see Item 15) and
one additional person We
will charge a fee for
additional persons who
attend traming

Ongoing Training- Currently $59 to | Upon receipt of We provide ongoing training

Realty World® $249 per course 1nvoice programs at a fee See Item

Academy 11

10
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Type of Fee'®

Amount

Due Date

Remarks

Annual Realty
World® Website
| Membership
Registration Fee

Currently, annual
fee is $300 per
year per office

Due on the 1st of
every year

Realty World’s Annual
Website Membership 1s
mandatory You must pay
the annual membership fee
Website Membership
includes your own page on
the Realty World® Website
that wili contain all Sales
Representatives at your
franchised business location,
a hyperlink to the website
for your Business and links
to any personal websites
your Sales Representatives
have or may develop at their
cost, if any, and access to
Realty World® Intranet

Costs and Attorneys
Fees

Will vary under
circumstances

As incurred

Due prevailing party

Indemnification

Will vary under
circwmnstances

As incurred

You must resmburse us 1f we
are held liable for claims
from the operation of your
Business

Audit

Cost of audit,
including the
charges of any
attorneys and
mdependent
accountants,
travel expenses,
room and board
and compensation
of our employees
The audit costs
will range from
$500 to $5,000

15 days after audit
report 1s recerved

Payable only if we find that
you have underreported any
amount to us by 5% or more,
or if the audit 1s caused by
your failure to provide
required information or
documents

Ex

tary Notes

1/ We offer the following 2 fees structures for Realty World® Business Royalty Fees,
National Advertising and Promotional Fund Contrnibutions, and your Local Advertising
(1) the Percentage Fec Option and (i) the Flat Fec Option When you sign the Franchise

Reafty World
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2/

3/

4/

5/

6/

Agreement, you must elect either the Percentage Fee Option or Flat Fee Option by
signing exther Exhibit C-1 (Percentage Fee Option) or Exhibit C-2 (Flat Fee Option)

The fees mcluded i thus table are only apphicable to Realty World® Busmesses that have
elected the Percentage Fee Option

The fees included 1n this table are only applicable to Realty World® Businesses that have
elected the Flat Fee Option

Unless indicated otherwise, all fees are collected by and payable to us and are
non-refundable The fees above may not be umformly apphied We may agree to
different fees for franchisees who are signing renewal franchise agreements The
ongoing franchise fces under all circumstances are nonrefundable and are fully earncd by
us upon payment All fees will automatically increase by 3% per annum after the
franchisee’s 10" anniversary We also reserve the right to vary, waive (in whole or in
part), negotiate or make exception to our published fee structure and/or payment terms if
business circumstances warrant in our sole and absolute discretion We may offer
incentive or bonus plans to attract new members and retamn current members Due to
cconomic conditions and market forces, mcluding acts of God, we may under ccrtain
circumstances offer incentive or bonus plans to attract new members and retain current
members Any of these plans, depending on the particular bonus or incentive involved,
may directly or indwirectly decrease the ongoing franchise license fees of those members
entitled to these bonuses or incentives These incentive and bonus plans, 1f and when
offered, may vary as to amount or duration. The mtent i offering these mcentives 1s to
provide a benefit 1o the entire system, in that the addrion of new members 1ncreases the
number of real estate sales representatives m various markets and therefore the overall
number of transactions, and thus improves both our and the image of all of our
franchisees

At our request, you agree to sign and dehiver to us the documents we require to authorize
us to debit your busmess checkimg account or credit card automatically for Royalty Fees,
the National Advertising and Promotional Fund contribution, and other amounts due
under the Franchise Agreement (the "EFT Authonizaton™) Such EFT Authorization
shall remain 1n full force and effect during the term of the Franchise Agreement We will
debit the business account you designate an the EFT Authorization for these amounts on
their due dates (or the subsequent business day 1f the due date 1s a national holiday or a
weekend day) You agree to ensure that funds will be available in your designated
account to cover our withdrawals

A “Sales Representative” means each person who possesses a real estate license that is
affiliated, directly or indwrectly, with your Business, including Sales Representatives,
broker associates, brokers, licensed assistants and each broker of record and/or manager
Within 5 days after a Sales Representative becomes affiliated with you, you must inform
us n wniting of the name of the Sales Representative Each month you must provide us
with an accounting of the Gross Revenue of each Sales Representative for the precedmg
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7/

8/

9/

10/

month, the number of transactions closed by each Sales Representative for the preceding
month, and a histing of all Sales Representatives affiliated with your Business

“QGross Revenue” means all revenues recerved by you from commussions fees or
professional services, both actual or to be mmputed, from all transactions of your Sales
Representatives etther in cash, commission notes, or any other valuable consideration
received 1n lieu of cash, and shall include revenues from all transactions using the
I'ranchise System involving you, your broker(s). any of 1ts officers, directors,
shareholders, partners, employees Gross Revenue will be computed without deduction
for any payment to your brokers, sales managers, Sales Representatives, or employees,
payments for any multiple listing fees insurance, home protection plans, business
expenses or taxes, but with deduction for any referral fees paid to any other non-affiliated
real estate brokerage firms

The Royalty Fee varies depending on the number of Sales Representatives registered with
your Realty World® Business Your Royalty Fee will be $350 per month if you have up
to 10 Sales Representatives, your Royalty Fee will be $750 per month if you have more
than 10 Sales Representatrves but no more than 20 Sales Representatives, your Royalty
Fee will be $1,250 per month 1f you have more than 20 Sales Representatrves but no
more than 30 Sales Representatives, your Royalty Fec will be $1,800 per month if you
have more than 30 Sales Representatives but no more than 50 Sales Representatives, your
Royalty Fee will be $2,850 per month 1f you have more than 50 Sales Representatives but
no more than 100 Sales Representatives, your Royalty Fee will be $3,850 per month if
you have more than 100 Sales Represcntaives but no more than 200 Sales
Representatives, and your ‘Royalty Fee wall be $4,850 per month 1f you have more than
200 Sales Representatives

The National Advertising and Promotional Fund Contribution varies depending on the
number of Sales Representatives registered with your Realty World® Business Your
contribution will be $75 per month if you have up to 10 Sales Representatives, your
contribution will be $100 per month if you have more than 10 Sales Representatives but
no more than 20 Sales Representatives, your contribution will be $125 per month if you
have more than 20 Sales Representatives but no more than 30 Sales Representatives, your
contribution will be $175 per month 1f you have more than 30 Sales Representatives but
no more than 50 Sales Representatives, your contribution will be $225 per month 1if you
have more than 50 Sales Representatives but no more than 100 Sales Representatives,
your contribution wili be $275 per month if you have more than 100 Sales
Representatives but no more than 200 Sales Representatives; and your contribution will
be $325 per month if you have more than 200 Sales Representatives

Your Local Advertising expenditure varies depending on the number of Sales
Representatives registered with your Realty World™ Business Your expenditure will be
$50 per month if you have up to 10 Sales Representatives, $75 per month if you have
more than 10 Sales Representatives but no more than 20 Sales Representatives, $100 per
month 1f you have more than 20 Sales Representatives but no more than 30 Sales
Representatives, $150 per month 1f you have more than 30 Sales Representatives but no
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1/

12/

13/

more than 50 Sales Representatives, $200 per menth 1f you have more than 50 Sales
Representatives but no more than 100 Sales Representatives, $250 per month 1f you have
more than 100 Sales Representatives but no more than 200 Sales Representatives, or
$300 per month if you have more than 200 Sales Representatives

The Support Fee 1s $150 per month if the city or unincorporated area in which your
Business 1s located has a population of less than 20,000, $200 per month 1f the city or
unincorporated area in which your Business is located has a population greater than
19,999 and less than 50,000, and $250 per month if the city or unincorporated area in
which your Busimess 1s located has a population of 50,000 or more

The Websate Fee 1s $300 per year, plus applicable taxes You are required to update the
mformation of your brokcrage busincss and that of your Sales Represcntatives on Realty
World's Website After joining you will be assigned a password for the broker/manager
to use at your operation, which will enable you to update text mformation about your
Realty World® Busmess and upload photographs of your Sales Representatives We will
provide you, wrthin a reasonable period after jormng the Realty World® franchise,
mstructtons on how to update your information on your portion of Realty World's
Website (Intranet) You will designate a "Technology Liaison" at your office to be the
contact person for such websitc maintenance The Technology Liaison may be you, your
secretary, a Sales Representative 1n your office, or any third party of your choosing It 1s
the responsibility of the Technology Liaison to keep all information current and updated
and to assure that all informauon s updated :n a timely manner, including posting all new
agents on the website The time and skill involved to maintain the website 1s mimimal
and will not require substantial amounts of time on your part All Sales Representatives
1 your office will also obtain a password to obtain access to Realty World's Intranet
Website which contains numerous marketing tools, programs, and systems for their use

As part of our Share the Wealth Program, our franchisees may recetve 10% of the
Royalty Fees and Support Fees from new {ranchisees that the franchisee has referred to
us In additron, if the franchisee agrees to provide support services for franchrsees in the
states mn which the refernng franchisee sold franchises, we will pay the refernng
franchisee an additional “Income Sharing Bonus Plan™ fee of 15% of the Royalty Fees
and 15% of the Support Fees collected from the referred franchisecs As part of our
Lifeime Income Program, our franchisees may share in the revenues generated from
sales closed by outside agents recruited by the franchisees to join the franchisees’ Realty
World® office
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ITEM 7

ESTIMATED INITIAL INVESTMENT
YOUR ESTIMATED INTFEAL INVESTMENT

CONVERSION OFFICE"?

4 To Whom
Type of } Method of Payment is to be
Expenditure | Amount Payment When Duc Made
Initial Franchise | $5,000 to $12,500 Lump Sum Upon signing of | Us
Fee’ Franchise
Agreement
Building Signs* | $700 - $15,000 As Arranged | As Arranged Vendor(s)
Yard Signs $1,000 to $5,000 As Arranged | As Arranged Vendoi(s)
Start-up Supplies | $1,000 to $10,000 Lump Sum Prior to Opensng | Vendor(s)
Insurance, $500 to $2,000 As Arranged | As Arranged Insurer(s)
including
General
Liability, Errors
& Omussions’
Additional Funds | $13,000 to $60,000 | As Arranged | As Arranged Vendor(s)
(8 months)6
TOTALS®’ $21,200 to $104,500

Explanatory Notes

1Y The table above provides an estumate of the mital investment needed to convert a single
existing real estate brokerage office to a Realty World® Business All fees are non-
refundable unless otherwise indicated

2/ This estimate does not include any rent or leasehold improvements because it should be
an ongoing expense of your cxasting business 1f the appearance of your office does not
meet our current office standards, we may not grant you a franchise or we may require
you to refurbish the office before opening your business under the Realty World® name
This estimate does not include any amount necessary to refurmish or remodel your
existing office We are unable 1o estimate such cost, if any, since 1t will depend upon 1ts
existing conditions

3/ You must pay the mitial franchise fee concurrently with sigmng the Franchise
Agreement The amount ef the mmual franchise fee will vary depending on the general
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population density of your Business’ geographic location The amount of the initial
franchise fee 1s currently determined as follows (1) $12,500 if the city or unincorporated
area m which your Business is located (or shall be located) has a population of 50,000 or
more, (11) $10 000 1f the city or unincorporated area in which your Business 1s located (or
shall be tocated) has a population greater than 19,999 and less than 50,000, or (u1) $5,000
if the city or unincorporated arca in which your Business 1s located (or shall be located)
has a population of less than 20,000 The mmtial franchise fee 1s payable in a lump sum,
unless at our option we allow you to pay 1t in mstallments over no more than a six month
period (See Item 5) If we offer you an installment period to pay the initial franchise fee
you will execute a promissory note See Exhibit C

Single face box signs are estimated at $700 and large buildings signs are estimated at
$15,000 (excluding nstallation costs), however, pricing may be more or less depending
on what type of sign 1s chosen (size, dimensions, and material)

You must procure at your own expense and maintain in full force and effect during the
term of the Franchise Agreement, an insurance policy or pelicies that protect you and
Realty World®, and yow/its officers, directors, partners and employees aganst any loss
or hability resulting from bodily injury, personal injury, death, property damage, general
loss or other related expenses arising m or occurring upon, as a result of, or m connection
with the Business, as we may reasonably require for our and your protection You must
secure the policies before you begin the Business The policies must include general
hability insurance and errors and omussions msurance You must supply us with a
certificate of insurance showing compliance with these requirements prior to opening the
Business Maintenance of the insurance and performance by you of your obligations
under the insurance requirements in the Franchise Agreement will not relieve you of any
hiability under the mdemnity provision of the Franchise Agreement 1In particular, you
must maintain commercial general lhability insurance and profcssional liability (real
estate errors and omissions) msurance, each in the amount of $2 million per occurrence,
and other coverage as stated perfodically by us We must be named as an “additional
msured” on the policies The dollar range represents the estimated msurance premium
for one year

We have rehied on our and our predecessor’s over 30 years of experience in the real estate
brokerage business in formulating the additional funds amounts shown 1n the Table You
will need additional capital to support on-going expenses, 1 € , payroll and utilities, to the
extent these costs are not covered by sales revenue We estimate that this estimate will
be sufficient for 8 months of working capital This is only an estimate, however, and we
cannot assure that additional working capital will not be necessary durning this start-up
phase or any time after it You should review these figures carefully with a business
advisor, Tike an accountant or attorney, before making any decision to purchase the
franchise

The Table does not nclude any of the ongoing costs of operating the franchise as we
cannot reasonably estimate these costs because they will depend upen such unpredictable
things as your management skill, experience and business acumen, and both the general
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economy and local market conditfons Neither we nor any of our affiliates offers any
finaneing for any part of your initial investment (except for f{inancing of the imtial
franchise fee) (See Item 5)

YOUR ESTIMATED INFTIAL INVESTMENT
START-UP OFFICE' 2

To Whom
Type of Method of Payment is to be

Expenditure Amount Payment When Due Made
Initial Franchise | $5,000 to $12,500 Lump Sum Upon signung of | Us
Fee’ Franchise

Agreement
Real Estate and | $12,000 to $50,000 | As Arranged | As Arranged Landlord or
Improvements* Contractor(s) of
your chotce
(also see Note 2)
Signage $1,000 to $5,000 As Arranged | As Arranged Vendor(s)
Equipment, $12,000 t0 $40,000 | As Arranged | As Arranged Vendor(s)
fixtures,
furnishings’
Start-up $1,000 to $10,000 { Lump Sum Prior to Opening { Vendor(s)
Supphes5
Insurance, $500 to $2,000 As Arranged | As Arranged Insurer(s)
including
General
Liability, Errors
& Omussions®
Miscellaneous $2,500 to $10,000 | As Arranged | As Arranged Vendor(s)
Opening Costs’
Additional Funds | $13,000 to $60,000 | As Arranged | As Arranged Vendor(s)
(8 months)8
TOTALS’ $47,000 to $189,500
Explanatery Netcs
)Y The table above growdes an estimate of the initial mvestment needed to establish a start-
up Realty World™ Business

2/ Al fees are non-refundable unless otherwise mdicated
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49/2017 ¥DD
VSi 8

17




You must pay the mmtial franchise fee concurrently with signing the Franchise
Agreement The amount of the imtral franchise fee will vary depending en the general
population density of your Busmess’ geographic location The amount of the mitial
franchise fee 1s currently determined as follows (1) $12.500 if the city or umincorporated
area m whch your Busmess 1s located (or shall be located) has a population of 50,000 or
more, (1t) $10,000 if the city or umncorporated area 1 which your Business 1s located (or
shall be located) has a population greater than 19,999 and less than 50,000, inclusive, or
(111) $5,000 1f the city or unincorporated area in which your Business 1s located (or shall
be located) has a population of less than 20,000 The imtial franchise fee 1s payable i a
lump sum, unless at our option we allow you to pay 1t 1n installments over no more than a
six (6) month period The initial franchise fee 1s described in Item 5 If we offer you an
installment period to pay the imtial franchise fee you will execute a promissory note See
Extubit C

The estimate provided above is based on rent for office sizes ranging from 1,000 square
feet to 3,500 square fcet We require a mmumum of 1,000 square feet for the Realty
World® Business Varnables that affect the cost of rental for your premises mnclude
property location, building size, improvements access to major streets, real estate taxes,
common area maintenance and the hike Youw should thoroughly mvestigate the cost of
business premises and all other mtial investment costs mn your market In many
Instances a tenant may be able to negotiate a lease that provides for the landlord to bear
most or all of the costs of tenant improvements However, as a tenant you may have to
incur these costs The length of the lease may have a bearing on temant or Jeasehold
mmprovement costs you must pay Buwld-out costs may vary, but generally speaking a
typical build-out costs between $10 - $80 per square foot when sigmificant construction
and tenant improvements are necessary, depending on the type of structure

The variation 1n the cost of equipment and supplies 1s due to factors such as shipping
distance, price differences between supphers and quantity purchased You may purchase
or lease certain services or equipment, supplies, signs and opening inventory from any
source provided that the items meet our standards and specifications and provided that we
approve the source of such goods and services (See Item §)

You must procure at your own expensc and maintain in full force and effect during the
term of the Franchise Agreement, an msurance policy or policies that protect you and us,
and your/its officers, directors, partners and employees against any loss or lability
resultang from boduy injury, personal injury, death, property damage, general loss or
other related expenses arising 1n or occurring upon, as a result of, or in connection with
the Business, as we may reasonably require for our and your protection You must secure
the policies before you begin the Business The policies must include general hiability
insurance and errors and omussions msurance You must supply us with a certificate of
insurance showing compliance with these requirements prior to opening the Business
Maintenance of the insurance and performance by you of your obligations under the
insurance requirements in the Franchise Agreement will not reheve you of any habtlity
under the indemnity provision of the Franchise Agreement In particular, you must
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maintain commercial general hability insurance and professional habihity (real estate
errors and omissions) insurance, each in the amount of $2 million per occurrence, and
other coverage as stated periodically by us We must be named as an “addrtional
msured” on the polictes The dollar range represents the estumated” insurance premium
for one year

This estimate includes advertising, online lead generation, security deposits, fees your
local multiple listing service (MLS) charges for providing Internet Data Exchange (IDX)
search, utility cests, business licenses and other prepaid expenses You may incur
additional miscellaneous expenses m the first 3 months of operation as a Realty World®
office, such .as promotionsdl costs announcing your affihation with us, the cost of sending
additional managers to Orientation and the cost of consulting an attorney, accountant or
other professional advisor

You will need additional capital to support on-going expenses, 1 e, payroll and utilities,
to the extent these costs are not covered by sales revenue We estimate that this estimate
will be sufficient for 8 months of working capital This 1s only an estimate, however, and
we cannot assure that additional working capital will not be necessary during this start-up
phase or any time after it You should review these figures carefully with a business
advisor before making any decision to purchase the franchise Except as specifically
stated 1n the preceding chart, no payments made to us are refundable Neither we nor any
of our affiliates offers any financing for any part of your 1initial investment (except for
financing of the mitial franchise fee

We have relied on our and our predecessor’s over 30 years of experience mn the real estate
brokerage business You should review these figures carefully with a business advisor,
like an accountant or atiorney, before making any decision to purchase the franchise The
Table does not include any of the ongoing costs of operating the franchise as we cannot
reasonably estimate these costs because they will depend upon such unpredictable things
as your management skill, experience and business acumen, and both the general
economy and local market conditions

YOUR ESTIMATED INITIAL INVESTMENT
START-UP OFFICE with EXCLUSIVE TERRITORY' *

To Whom
Type of Method of | Payment 1s to be
Expenditure Amount Payment When Due Made
Imtial Franchise | $20,000 to $500,000 | Lump Sum Upon signing of | Us
Fee’ Franchise
Agreement
Real Estate and | $12,000 to $50,000 | As Arranged | As Arranged Landlord or
Improve:ments4 ! Contractor(s) of
your chorce
(also see Note 2)
19
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Fo Whom

Type of Method of Payment 1s to he

Expenditurc Amount Payment When Due Made
Signage $1,000 to $5,000 As Arranged | As Arranged Vendor(s)
Equipment, $12,000 to $40,000 | As Arranged | As Arranged Vendor(s)
fixtures,
furmishungs’
Start-up $1,000 to $10,000 Lump Sum Prior to Opening | Vendor(s)
Supplies’
Insurance, $500 to $2,000 As Arranged | As Arranged Insurer(s)
including
General '

Liability, Errors
& Omisstons®

Miscellaneous $2,500 10 $10,000 | As Arranged | As Arranged Vendor(s)

Opening Costs’

Additional Funds | $13,000 to $60,000 | As Arranged | As Arranged Vendor(s)

(8 months)®
TOTALS’ $62,000 10 $677,000

Explanatory Neotes
)Y

The table above growdes an estimate of the initial investment needed to establish a start-
up Realty World™ Business with an exclusive territory (excluding commercial real estate
and new home developments) The estimate is based on opening each individual office
within your exclustve territory Each office will require a symilar mtral mvestment other
than the imtial Franchise Fee which 1s paid once

All fees are non-refundable unless otherwrse indicated

You must pay the mutial franchise fee concurrently with signing the Franchise
Agreement The amount of the mtal franchise fee will vary between $20,000 and
$500,000 The mtial franchise fee 1s payable 1n a lump sum, unless at our option we
allow you to pay 1t in installments over no more than a 6-month period (The imtial
franchise fee 1s described 1n Item 5 ) if we offer you an 1nstaliment period to pay the
mitial franchise fee you will execute a promissory note, which 1s attached as Exhibit C to
this disclosure document

The estimate provided above 1s based on rent for office sizes ranging from 1,000 square
feet to 3,500 square feet We require a mmmmum of 1,000 square feet for the Realty
World® Business Variables that affect the cost of rental for your premises include
property location, building size, improvements, access to major streets, real estate taxes
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common area maintenance and the like You should thoroughly mvestigate the cost of
business premuses and all other mitial investment costs m your market In many
mstances a tenant may be able to negotiate a lease that provides for the landlord to bear
most or all of the costs of tenant improvements However as a tenant you may have to
incur these costs The length of the lease may have a bearing on tenant or leasehold
improvement costs you must pay Build-out costs may vary, but gencrally spcaking a
typical build-out costs between $10 to $80 per square foot when significant construction
and tenant improvements are necessary, depending on the type of structure

The variation in the cost of equipment and supplhes 1s due to factors such as shipping
distance, price differences between suppliers, and quantity purchased You may purchase
or lease certain services or equipment, supples, signs and opening inventory from any
source provided that the 1tems meet our standards and specifications and provided that we
approve the source of such goods and services

You must procure at your own expense and maintain 1n full force and effect during the
term of the Franchisc Agreement, an insurance pelicy or policics that protect you and us,
and your/its officers, directors, partners and employees against any loss or hability
resulting from bodily injury, personal imury death, property damage, general loss or
other related expenses arising in or occurring upon, as a result of, or in connection with
the Business, as we may reasonably require for our and your protection You must secure
the policies before you begin the Business The policies must include general hability
insurance and errors and omissions insurance You 1must supply us with a certificate of
insurance showing compliance wath these requirements prior to opening the Business
Maintenance of the insurance and performance by you of your obligations under the
surance requirements in the ¥ranchise Agreement will not relieve you of any hiability
under the mdemnity provision of the Franchise Agreement In particular, you must
mainiain commercial general hability insurance and professional hability (real estatc
errors and omissions) surance, each in the amount of $2 million per occurrence, and
other coverage as stated perfodically by us We must be named as an “additional
mnsured” on the policies The dollar range represents the estimated msurance premium
for one year

This estimate includes advertising, onhne Iead generatron, security deposits, fees your
local multiple listing service (MLS) charges for providing Internet Data Exchange (IDX)
search, utility costs, business licenses and other prepaid expenses You may incur
addrtional miscellaneous expenses n the first 3 months of operation as a Realty World®
office, such as promotional costs announcing your affiliation with us, the cost of sending
addrtional managers to Orientation and the cost of consulting an attorney, accountant or
other professional advisor

You will need additional capital to support on-going expenses, 1€, payroll and utilities,
to the extent these costs are not covered by sales revenue We estimate that this estimate
will be sufficient for 8 months of working capital This 1s only an estimate, however, and
we cannot assure that additional working caprtal will not be necessary during thus start-up
phase or any time after it You should review these figures carefully with a business

21

Realty World
09/2017 FDD

VSi8




advisor before making any deciston to purchase the franchise Exeept as specifically
stated 1n the preceding chart, no payments made te us are refundable Netther we nor any
of our affiliates offers any financing for any part of your imitial investment (except for
financing of the imtial franchise fee

9/ We have relied on our and our predecessor’s over 30 ycars of cxperience in the real cstatc
brokerage business You should review these figures carefully with a business advisor,
like an accountant or attorney, before making any decision to purchase the franchuse The
Table does not waclude any of the ongoing costs of operating the franchise as we cannot
reasonably estimate these costs because they will depend upon such unpredictable things
as your management skill. expemence and business acumen and both the general
economy and local market conditions

ITEM 8

RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as described below, we do not require that you purchase products or services from
a spectfic supplier However, we reqmre ongoing maintenance of quality and: uniformmty
throughout the Realty World® system by identifying certain standards governing the use of
Realty World® name and Marks m your day to day business, including on busmess cards,
stationary, signage and 1n related advertising and marketing Accordingly, you must purchase
bulding signs yard signs stationary, business cards and other Realty World® trademark-bearing
items used in your real estate business that meet the specifications we prescribe  All items
bearing the Marks (the “Proprictary Items”) must conform to our specifications We may
provide such specifications to franchisees 1 the Operations Manual, and we may modify these
specifications on wntten notice to you These specifications include standards for size,
appearance and uniformity We will provide you with the information on approved suppliers tor
the Proprietary Items We consider these specifications, standards and requirements to be of
critical importance to the success of Realty World® Businesses, and currently require that you
purchase all signage and stationary from supphers that have been approved by us during the first
3 years after sigming the Franchise Agreement We reserve the right to change this policy and
require you to purchase from approved supphiers during remaining term of the Franchisc
Agreement These suppliers are described in the Operations Manual or otherwise in writing to
you after purchasing the franchise We may also maintain a list of suppliers in our Intranet

If you want to purchase any Proprietary Item from a supplier or distributor that we have
aot yet approved, you first must subnut sufficicnt informatien, specifications and samples for us
to determine whether the item complies with our standards and specifications or the supplier or
distributor meets our criteria, which criteria we do not provide to franchisees We wall typically
provide you with wntten notification of the approval or disapproval of a recommended supplier
you propose withn 7 days after reccipt of your request We may condition our approval of a
supplier or distributor on requirements relating to product quality, prices, consistency, reliability,
financial capability, labor relations, chent relations, frequency of delivery, concentration of
purchases, standards of service or other critetia Although we do not do so currently, we may
charge reasonable testing and/or inspection fees You will be provided with information when
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fees are charged We may himit the number of approved vendors to obtain volume discounts,
assure consistent quality and adequate supphes for you On a routine and continuing basis, we
may visit, consult with or mspect the operations of our approved vendors to ensure comphance
with our standards, requirement and specifications as well as to assure compliance with federal
state and local law and regulation and contractual obligations We may revoke a vendor’s
approved status if the vendor no longer meets our critera, 1f 1t breaches 1ts agreement with us, or
if the products or services offered are no longer competitive 1n price or quality We will
penodically update the vendor ltst on our website It 1s your responstbility to check the onhne
vendor list regularly for changes and updates

We do not have specific standards for the furniture, fixtures and equipment that you use
m your office However, 1t must be 1n good condition and create an overall professional image
for your office

You must use the Internet service provider we designate to lnk your webpage to our
website You must sign a Computer Software Licensing Agreement with us Under the Computer
Software Licensing Agreement, you receive access to an internet-based software platform
mcorporating various thurd-party software programs covering marketig, advertising, and other
technology services The current form of Computer Software Licensmg Agreement ts attached as
Exhibit D to the Franchise Agreement

The cost of the purchase of the Proprietary Items and the Internet servace described above
represents 10% to 40% of your total purchases m connection with establishing and operating the
Realty World® Business

We recommend those suppliers who can meet industry standards of quality, stability,
accountability and competitive prices We havce negotiated purchasing arrangements with
suppliers for printed materials, internet website hosting and design service, signage, insurance,
advertising and marketing services, real estate software management services, promotional
services, office supply, telecommumcations services, and direct mail services  These
arrangements currently offer you 0% to 50% discounts off of standard pricing of the suppliers
However, we cannot ensure the discounts will remawn the same n the futare We provide no
material benefits to you based on your use of approved suppliers

You must maintain 1n force at your expense during the term of the Franchise Agreement,
comprehensive public, general and motor vehicle hability and errors and omission 1nsurance
pelicies that protect you and us, and your/our officers, directors, pariners and employees against
any claims for bodily and personal injury, death and property damage caused by or occurnng in
connection with your Business’s operation, all containing the minunmum ‘habihty coverage we
may require We may periodically increase the amounts of coverage required under these
msurance policies and/or require different or additional nsurance coverages (including
reasonable excess liability insurance) at any time to reflect inflation, 1dentification of new risks,
changes 1n faw or standards of hability, higher damage awards or other relevant changes n
circumstances These insurance policies must name us and any affiliates we designate as
additional named insureds and provide for 30 days’ prior written notice to us of a policy’s
matertal modification, cancellation or expiration You must routinely furnish us copies of your
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Certificate of Insurance or other evidence of your maintaining this coverage and paying
premuums If you fail or refuse to obtain and maintan the isurance we specify, in addition to
our other remedies, we may (but need not) obtain such insurance for you and your Business on
your behalf, in which event you must cooperate with us and reimburse us for all premiums costs
and expenses we tncur in obtaiming and maintaining the msurance, plus a reasonable fee for our
time incurred in obtaining the insurance

You may, but are not required, to become a member of the relocation program offered by
Move In and Out, Inc, our affiliate You may, but are not required, to become a member of the
classified advertising program offered by AdsandDeals, Inc and the job searching program
offered by Job YoYo Inc You may, but are not requured, to use the property management
software offered by our affiliate, Tax1 Property Management Ltd

We may occasionally receive rebates from our approved suppliers of print products The
rebates may be a flat fee amount of $1 00 to $5,000 or a percentage of franchise purchases
(ranging from 1% to 10%) Dunng the fiscal year ended May 31, 2017, nerther we nor our
affihates derived any revenue from suppliers based on the sale of products or services to our
franchisees However, we and our affiliates reserve the right to do so in the future

Except as described above, neither we nor any of our related companies are a currently
approved supplier nor do we or they assume any lability for the acts or omissions, or guaranties
the performance, of any suppher, whether approved or not. During the fiscal year ended May 31,
2017, neither we nor our affiliates received any revenue from franchisees for required purchases
or leases by franchisees

Andrew Cimerman, our President, Chairman of the Board and Chief Executive Officer, 1s
the sole shareholder of Move In and Out, Inc, an on-line virtual relocation service provider,
AdsandDeals, Inc, an on-line classified advertising website, Job YoYo Inc, an on-line job
searching and job hosting website, and Tax:t Property Management Ltd , a provider of property
management software

ITEM9

FRANCHISEE'S OBLIGATIONS

This table hists your principal obhgations under the franchise and other agreements.
it will help you find mere detalled information about your ebligations in these agreements
and 1n other items of this disclosure document

Section in Franchise Disclosure Docuiment
Obhgation Agreements Item
(a) Site selection and Section 2 of Franchise Items 7 and 11
acquisiion/lease Agreement
(b) Pre-opening puichases/leases | Sections 2 C and 2 D of Kems 7,8 and 11
Franchise Agreement
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Section 1n Franchise

Disclosure Document

Obligation Agreements Item
(c) Site development and other Section 2 of Franchise hems 6, 7 and 11
pre-opening requirements Agreement
(d) Initial and ongoing training Section 4 of Franchise Item 11
Agreement
(e) Opening Section 2 D of Franchise {Item 11
Agreement
§}] Fees Section 3 of Franchise Items 5,6and 7
Agreement, Section 3 and
Schedule A of Computer
Software Licensing
Agreement
(g) Comphance wtth standards and | Sections 4 C and 8 G of [tems 8 and 11
polictes/Operations Manual Franchise Agreement
(h) Trademarks and proprietary Sections 5 and 6 of Item 13 and 14
information Franchise Agreement
() Restrictions on products/ Sections 8 Band 8 Dof | Items 8,11 and 16
services offered Franchise Agreement
6)) Warranty and customer service | Not Applicable Not Applicable
requirements
k) Territorial development and Exclusive Territory Item 12
sales quotas Addendum
Q) Ongoing product/service Section 8 D of Franchise | liem 8
purchases Agreement
(m)  Maintenance, appearance and [ Sections 8 Aand 8 Gof (Item 11l
remodeling requirements Franchise Agreement
(n) Insurance Section 8 F of Franchise | Items 7 and 8
Agroemoent
(o) Advertising Section 9 of Franchise Items 6 and 11
Agreement
@ Indemnification Section 16 D of Franchise | Item 6
Agreement, Section 7 of
Computer Software
Licensing Agreement
(@) Owner's participation/ Section 8.C of Franchise | Items 1 and 15
management/staffing Agreement
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Section 1n Franchise Disclosure Document
Obhigation Agreements Item

(r) Records and reports Section 10 of Franchise Not Applicable
Agreement

(s) Inspections and audits Section 11 of Franchise Not Applicable
Agreement

®) Transfer ‘Section 12 of Franchise item 17
Agreement

(w) Renewal Section 13 of Franchise Items 6and 17
Agreement

W) Post-termination obligations Section 15 of Franchise [tem 17
Agreement

(w)  Non-competition covenants Sections 7 and 15 of Item 17
Franchise Agreement

(x) Dispute resolution Section 17 of Franchise ltem 17
Agreement

ITEM 10
FINANCING

Except as described below and in Items 5, 6, and 7, we do not offer direct or indirect
financing arrangements We do not guarantce your note, lease, or other obligations Under some
circumstances we may permit a franchisee to pay the mitial franchise fee over a period of time
not exceeding 6 months, by way of monthly, bi-monthly or quarterly installments If we finance
a portion of the imtial franchise fee, we will finance using a promissory note substantiatly 1n the
form contained in Exhibit C (the “Initial Franchise Fee Promissory Note”) If we decide to allow
you to pay the mutial franchise fee m nstallments we may require you to pay us mterest on the
outstanding balance at a rate equal to the lesser of 18% per annum or the highest commercial
contract intcrest rate the law allows The payments made under the Initial Franchise Fee
Promissory Note are non-refundable The down payment, monthly, bi-monthly or quarterly
mnstallment payments and term will be subject to negotiation If you are a corporation, your
sharcholders must guaraniee your obligations under the Imtial Franchise Fee Promissory Note
We do not impose a pre-payment penalty, however, there are no refunds of interest paid, which
may, 1 effect, result in a prepayment penalty If you breach the Imitial Franchise Fee Promissory
Note, all principal and accrued interest payments are accelerated, and you are obligated to pay
immedately the entire amount due and any court costs and attorney’s fees 1f a collection action
1s necessary In addition, we may terminate the Franchise Agreement upon your breach of the
Intttal Franchise Fee Promissory Note See Exhibit C  Under the Inttial Franchise Fee
Promissory Note, you waive vartous rnights and defenses, mcluding your nghts to diligence,
demand, and presentment for payment, notice of nonpayment, protest, and notice of amendments

26
Realty World
0972017 EDD
VS1 8




or modifications You also waive any defense under the statute of hmtations and allow that a
confessed judgment may be taken aganst you See Exhubit C
ITEM 11

FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER
SYSTEMS, AND TRAINING

Except as Iisted below, we are not required to provide you with any assistance.

Before you open your Business, we (or a thurd party designated by us) will provide you
the following assistance

1 Consultation and approval of site (Sections 2 A of Franchise Agreement)

2 Initial tramning for your Designated Manager (as defined i Item 15) and one
addstional employee at our principal offices or at a designated training facility of our
choice This traiming will last approximately 1-3 days (Section 4 of Franchise
Agreement) This training can also be provided after you open your Busincss

3 Give you access to our Operations Manual (as defined below) (Section 4 C of the
Franchise Agreement)

4 Specifications for all required equipment (including computer system), furniture
fixtures and signs (Sections 2 B and 2 C of the Franchise Agreement)

During the operation of your Business, we (or a third party designated by us) will provide
you the following assistance

1 Provide your Designated Manager or previously trained employees with
additional traiming at the tumes and locations that we designate If you have a new
Designated Manager, we will provide the new designated manager with an 1mtial
training program (Section 4 A of the Franchise Agrecment)

2 We will administer a National Advertising and Promotional Fund (See “National
Advertising and Promotional” below) (Section 9 A of the Franchise Agreement)

3 Gave you access to our Operattons Manual (as defined below) (Section 4 C of
the Franchise Agreement)
4 We will advise you, from time to time, as we deem necessary for such advice 1s
determined by us, concerning the operation of your Business (Section 4 B of the
Franchise Agreement)
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5 We will approve or disapprove the advertising matenials you submit to us
(Section 9 B of the Fianchise Agreement)

6 We will provide you with a list of approved and recommended vendors and
supplrers for the products and services (Section 8 D of the Franchise Agreement)

Advertising and Promotion

As oneof our franchisees, you have access to a wide range -of marketing programs and
materials designed to build name awareness and promote the services provided by your Business
These marketing programs and matenials are funded by the National Advertising and
Promotional Fund

National Adverfising and Promotional Fund

We maintam and admumister an advertising fund for Realty World® (the “National
Advertising and Promotional Fund”) to develop advertising, marketing, and public relations
programs and matenals for Realty World® Businesses You must contribute to the National
Advertising and Promotional Fund The amount you must contribute depends on whether you
have elected the Flat Fec Option or the Percentage Fee Option If you have elected the Flat Fee
Option, the amount you must contribute varies between $75 and $325 per month depending on
the number of Sales Representatives registered with your Realty World® Business If you have
elected the Percentage Fee Option, you must contribute 4% of your Gross Revenue for the first
$1,000,000 in aggregate Gross Revenue you earn in a given calendar year, and 1% of Gross
Revenue for amounts of Gross Revenue above $1,000,000 in that year Neither we nor our
affilates currently operate any Realty World® Businesses However, any Realty World®
Business that we or our affiliates may own 1n the United States (but not elsewhere) in the future
will contribute to the National Advertising and Promotional Fund on the same percentage basis
as franchise owners

We will direct all programs that the National Advertising and Promotional Fund finances,
with sole control over the creative concepts, materials, and endorsements used and their
geographic, market, and media placement and allocation The National Advertising and
Promotional Fund may pay for preparing and producing video, audio, and written matenals and
electronic media for various forms of media (including, without limitation, television, radio,
magazines, acwspapers, direct mai, and email), developing, implementing, and maintaining a
franchise system website and/or related strategies, admimistering regional and multi-regional
marketing and advertising programs, including, without limitation, advertising for solicitation of
new franchisees and sales representatives, purchasing trade journal, direct maal, and other media
advertising, using advertising, promotion, and marketing agencies and other advisors to provide
assistance, conducting market research, conducting social media campaigns, online lead
generation, referral programs, real estate listing enhancement costs and subsidies, listing
distribution arrangements, regional and national Franchise System events and related activities,
social media development and traming, awaids, lead management system development,
maintenance, and updates, customer loyalty programs, brand extension, development, and
marketing, agent recruitmg mutiatrves, and supportmg public relations, market research, direct
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sales tools, websites, and other advertising, promotion, and marketing activiites However, we
will not use over 20% of the National Advertistng and Promotional Fund on advertising that is
principally a solicitation of the sale of franchises The National Advertising and Promotional
Fund to which you contribute periodically will give you samples of advertising, marketing, and
promotional formats and materals at no cost. We will sell you multiple copies of these matenals
at our direct cost of producing them, plus any 1elated shipping, handling, and storage charges

We will account for the National Advertising and Promotional Fund separately from our
other funds and net usc the National Advertising and Promotional Fund for any of our general
operating expenses However, we may use the National Advertising and Promotional Fund to
pay the reasonable salaries and benefits of personnel who manage and administer the National
Advertising and Promotional Fund, the National Advertising and Promotional Fund’s other
administrative costs, travel expenses of personnel while they are on Advertising Fund business,
meeting costs, overhead relating to National Advertising and Promotional Fund business, and
other expenses that we incur 1n activities reasonably related fo administering or directing such
Nattonal Advertising and Promotional Fund and uts programs. including, without lumitation,
conducting market research, public relations, preparing advertising, promotion, and marketing
matenals and collecting and accounting for National Advertising and' Promotional Fund
contributions

The National Advertising and Promotional Fund will not be our asset The National
Advertising and Promotional Fund is not atrust We do not owe any fiduciary obhgation to you
for admunisiering the National Advertising and Promotional Fund or any other reason We wall
hold all National Advertising and Promotional Fund contnibutions for the benefit of the
contributors and use contributions for the purposes described in thus Subsection The National
Advertising and Promotional Fund may spend in any fiscal year more or less than the total
National Advertising and Promotional Fund contributions 1n that year, borrow from us or others
(paying reasonable interest) to cover deficits, or invest any surplus for future use We will use
all interest earned on the National Advertising and Promotional Fund contributions to pay costs
before using the National Advertising and Promotional Fund's other assets We will prepare an
annual, unaudited statement of National Advertising and Promotional Fund collections and
expenses and give you the statement upon written request We may have the National
Advertising and Promotional Fund audited annually, at the National Advertising and
Promotional Fund's expense, by an independent certified public accountant We may incorporate
the National Advertising and Promotional Fund or operate 1t through a separate entity whenever
we deem appropnate

We mtend for the National Advertising and Promotional Fund to maximize recogmtion of
the Marks and patronage of Realty World® Businesses contributing to the National Advertising
and Promotional Fund Although we wiil try to use the National Advertising and Promotional
Fund to develop advertising and marketing materials and programs, and to place advertising and
marketing, that will benefit all Realty World® Businesses contnbuting to the National
Advertising and Promotional Fund, we need not ensure that National Advertising and
Promotional Fund expenditures in or affecting any geographic area are proportionate or
equivalent to National Advertising and Promotional Fund contributions by Realty World®
Businesses operating m that geographic area or that any Business benefits directly or in
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proportion to 1ts National Advertising and Promotional Fund contribution from the development
of advertising and marketing materials or the placement of advertising and marketing We have
the right, but no obligation, to use collection agents and institute legal proceedings to collect
National Advertising and Promotional Fund contrtbutions at the National Advertising and
Promotional Fund's expense We also may forgrve, warve, settle, and compromtrse all clarms by
or against the National Advertising and Promotional Fund

We may at any time defer or reduce contributions of a Realty World® Business franchise
owner and, upon 30 days' prior notice to you, reduce or suspend National Advertising and
Promotional Fund contrbutions and operations for one or more periods of any length and
terminate (and, 1f terminated, reinstate) the National Advertising and Promotional Fund If we
termunate the National Advertising and Promotional Fund, we will distribute all unspent monies
to our franchise owners who contribute to the National Advertising and Promotional Fund, and
to us and our affiliates, in proportion to thewr, and our, respective National Advertising and
Promotional Fund contributions during the preceding 12 month pertod

During our fiscal year ended May 31, 2017, the National Advertismg and Promotional
Fund monies were spent as follows 35% on medra placement services, 50% on production, and
15% on administrative expenses

Other Adverfising Obligations

We recogmze that in today’s market advertising 1s vitally important to the real estate
industry Whether advertising praperties for sale, generating leads or recrinting salespeople it 1s
of great importance that you utilize traditional advertising and social media to promote your
business

You must promote your Business by spendmg on local advertising, marketmg, and
promotions within the area reasonably surrounding the Location a monthly amount (based either
on the number of your Sales Representatives if you have selected the Flat Fee Option or a
percentage of your Gross Revenue if you have selected the Percentage Fee Option) in addition to
the National Advertising and Promotional Fund Contribution If you fail to make the
expenditures required, we may require that you contribute the amount you failed to spend to the
National Advertising and Promotional Fund We also require you, as part of your local
advertising obligation, to use an online tead generation service, which we estumate will cost
between $50 to $100 per month

"You must advertise your Business in Yellow Pages telephone directories in your area and
m other business directories that we specify You must pay the cost of these advertisements
You must obtain our approval of your advertising, markcting and promotional materials, which
we have not previously approved You may not use any advertising, marketing or promotional
materials that we have disapproved, and that do not mclude copyright, trademark or other notices
we designate in writing  You must provide us with samples of your direct mail pieces,
marketing, advertising and promotional materials prior to use  Although the Franchise
Agreement does not require us to respond within a certain time period to requests for advertising
or webstte approval, we will typrcally respond within 3¢ days of your submission
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You must estabhish a Website at your sole expense that mentions or describes you or your
Business or displays any of the Marks (the “Approved Website”) You may not regisier any
Internet domam names that include any of our Maiks, mclading the “Realty World® name,
except that you may register a domainr name that mcludes the “Realty World® name 1f 1t 1s part
of the name that we approve for your business We will have final approval right over all
content of the Approved Website and all links contained in the Approved Website You must
also provide a link to the Franchise System Website (defined below) on your Approved Website
We may termmate your right to maintain an Approved Website at any tume and require you to
maintain a webpage -on the Franchise System Websile

We have established a Website to advertise, market and promote Real World®
Businesses, the products and services that they offer and sell, and/or the Realty World™ Business
franchise opportunity (a “Franchise Systcm Website”) We may, but are not obligated to,
provide you with a webpage on the Franchise System Website that references your Business If
we provide you with a webpage on the Franchise System Website, you must (1) provide us with
information and materials we request 10 develop, update, and modify your webpage, (11) noufy us
whenever any mformation on your webpage 1s not accurate, (nr) if we give you the nght to
modify your webpage, notify us whenever you change the context of your webpage, and (iv) pay
our then-current initial fee and/or monthly mamtenance fee for the webpage You will require
each Sales Represcntative at your Realty World® Business to have a website and you will
provide us with the email addresses for all Sales Representatives

You must join the focal multiple hsting service (“MLS”) that encompasses the
geographic area surrounding the Location and remain a member 1 good standing of such MLS
throughout the term of this Agreement You must ensure that each of your Sales Representatives,
whether they are your employees or independent contractors. also satisfy this requirement

The franchise agreement does not obligatc you to participate in a local or regional
advertising cooperative There currently are no formal franchisee advertising councils that advise

us on advertising and marketing policies and programs

Computers — Hardware and Software

We currently do not require you to buy or use an electronic cash register or specific
computer hardware However, we may require you to obtain and use specified computer
hardware and/or software during the term of the Franchise Agreement Within 90 days after you
receive notice from us, you agree to obtain the computer hardware or software that we designate
‘There are no contractual himitations on the frequency or cost of this obligation

You must sign a'Computer Software Licensing Agreement with us Under the Computer
Software Licensing Agreement, you receive access to an internet-based software platform
incorporating various third-party software programs covering marketing, advertising, and other
technology services The current form of Computer Software Licensing Agreement 1s attached as
Exhibit D to the Franchise Agreement The cost of licensing this software platform 1s $64 99 per
month plus $39 99 per month for each Sales Representatrve registered with your office

31
Realty World
09/2017 FDD
VSt 8



We do not currently have independent access to information stored on your computer
system, but reserve the right to do so m the future

Operations Manual

We will provide guidance through manuals, audiotapes, video tapes, compact discs,
computer software, information available on an Internet site, other electronic media, and/or
written materials, including the Operations Manual (the “Operations Manual”), which may
include one or more separate manuals as well as audictapes, videotapes, compact discs, computer
software, information available on an Internet site, other electronic media, and/or wntten
matenals We wall provide you with a copy of the Operations Manual, at our option, either in the
form of a hard copy or electromcally online There are a total of approximately 184 pages 1n our
Operations Manual See Exhibit G for the Table of Contents to the Operations Manual

Site Selection

You must obtain and mamtain a site acceptable to us for your Business Your location
must be at least 1,000 square feet

We will consult with you on a site, which we will approve or disapprove based on factors
such as business count, traffic count, accessibility, parking, visibility and competition We do not
typically own the site for your Business We do not assist in conforming your site to local
ordinances and building codes or in the construction, remodeling, or decorating of your site
When you have given us all the necessary information on the site you have selected, we
generally will approve or disapprove the site within 30 days Our approval of a site or review of
a lease 1s not a guarantee of the success or profitability of the site  If you cannot select a site we
approve and open your Business within the time period required under the Franchise Agreement,
we may terminate the Franchise Agreement You may not relocate without our prior written
permission

Opening of the Business

You typically will open your Realty World® Business approxmmately 90 days after you
sign the Franchise Agreement Factors that affect this time include obtaining a satisfactory site,
lease negotiations, local ordinances, delivery and 1nstallation of equipment, and renovation of the
premises You must open your‘Business within 180 days after the effective date of the Franchise
Agreement If you f{ail to open the Business within this tume period, we may termunate the
Franchise Agreement and retain the entire franchise fee We do not provide assistance 1n hiring
employees for your Realty World® Busmess

Training

We will train your Designated Manager on the material aspects of operating a Realty
World® Business We will provide approximately 1-3 days of training (akthough the specific
number of days depends on our opimnion of your Designated Manager and your employee's,
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experience and needs) at our principal offices, at a designated traiming facility of our choice or
online Your Designated Manager must satisfactorily complete imtial training within 10 months
after the effectrve date of the Franchise Agreement If we determine that your Designated
Manager cannot complete imitial training to our satisfaction. we may terminate the Franchise
Agreement We provide mitial traiming for no additional fee for 2 persons You will be
responsible for your employee's travel and living expenses, wages and workers' compensation
insurance while attending training We may choose to offer this training and assistance online,
which may save you time and travel and living expenses

Your Designated Manager may request additional traiming at the end of the imtial training
program, to be provided at our then current per diem charges, 1f your Destgnated Manager does
not feel sufficiently tramed m the operation of a Realty World® Business We and you will
jomntly determine the duration of this additional traiming However, 1if your Designated Manager
satisfactorily completes our initial training program, and has not expressly informed us 1n writing
at the end of that program that he/she does not feel sufficiently trained in the operation of a
Realty World® Business, then you will be deemed to have been tramed sufficiently to operate a
Realty World® Business

We may require your Designated Manager and/or previously tramed and experienced
employees to attend and complete satisfactorily various traiming courses that we periodically
choose to provide at the times and locations that we designate We will not require attendance at
more than 2 such courses, or for more than a total of 3 business days, dunng a calendar year
Besides attending these courses, you agree (o attend an annual meeting of all Business franchise
owners at a location we designate Attendance will not be required for more than 5 days during
any cdlendar year You must pay all costs to attend

If you have a new Designated Manager during the term of your Franchise Agreement, the
new Designated Manager must satisfactorily complete our then current initial training program
We may charge reasonable fees for training such new designated manager You also must pay
all travel and living expenses which your Designated Manager incurs during all traming courses
and programs

We will have the right to communicate our programs, systems, education, and training
dircctly to your Sales Represcntatives Any training we agrec (o provide may be provided, at our
option, through the Website, extranet or any other format we choose You agree that we will
have the right to communicate our programs, systems, education, and trammg directly to your
Sales Representatives
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As of the date of thts disclosure document, we provided the following ittial tramning

TRAINING PROGRAM
BROKER BUSINESS LEADERSHIP CLASS
Hours of | Hours of On-
Classroom the-Job
Subject““2 3 Training “Traimning Location
Orientation 1 Hour None Our principal office in Newport
Beach, Califormia, at a designated
tramning facility of our choice or
online
RW Programs and | 1 Hour Neone Our principal office in Newport
Tools Beach, California, at a designated
traming facility of our choice or
online
Introduction to 1 Hour None Our principal office 1n Newport
Vendors Beach, Califormia, at a designated
training facility of our choice or
onlme
Recruiting and 1 Hour None Our principal office in Newport
Retention Beach, California, at a designated
traiming facility of our choice or
| online
Admimstrative and | 1 Hour  None Our principal office in Newport
Management Beach, California, at a designated
tramming facility of our choice or
online
Marketing ¥ Hour None Our principal office in Newport
Beach, California, at a designated
training facility of our choice or
onkine
Explanatory Notes
1/ There are no definitive starting and stopping times for when the sessions will begin and

end We will schedule the time when you request for us to conduct a training session, but
n order to be cost effective, we need a minimum of 10 persons to participate 1n a tramning

scssion

2/ These training courses arc conducted by Lisa Gerdes who has had 3 years of experience

with us and 29 years of experience in the subject matters taught Occasionally, other

guest speakers may make appearances at the tramung programs, either 1 person and/or on
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our webinars, to provide real estate education and/or to provide mformation about various
services and programs offered occasionally by us For example, some speakers may be
existing franchisees or other industry experts

We use various handouts as our principal instructional matenals We provide traimng
without additional cost to you for two attendees However, you must pay for travel and
related expenses for all attendees At our option, we may also provide initial training
through the Intermet We also ‘maintain a iist of qualified persons, unaffihated with us,
who provide traning in various businesses and real estate related areas Use of any of the
persons 1s entirely at your discretion and their cost wall vary In addition to imtial
training, we offer Realty World® Academy as ongoing traiming and make 1t available to
you and your Sales Representatives m person or onhne fora fee {See Item 6)

ITEM 12

TERRITORY

Franchise Agreement

You may operate the Business only at a specific location which we approve You will

not receive an exclusive territory  You may face competition from other franchisees, from
outlets that we own, or from other channels of distribution or competitive brands that we control

We and our affihiates reserve the right to

{H establish and operate, and allow others to establish and operate, other
Realty World® Businesses and other real estate brokerage businesses using the Marks at
any location and on such terms and conditions as we deem appropnate,

2) establish and operate, and allow others to establish and operate, real estate
brokerage businesses for commercial real estate only using the Marks and the Franchise
System, at any location and on such terms and condstions we deem appropriate,

(3) establish and operate and allow others to establish and operate real cstate
brokerage businesses, located anywhere, that may offer products and services which are
identical or similar to products and services offered by Realty World® Businesses, under
other trade names, trademarks, service marks and commercial symbols different from the
Marks, and on any terms and conditions we deem appropnate,

4) establish, and allow others to establish, other businesses and distribution
channels (including, but not limited to, the Internet), wherever located or operating
regardless of the nature or location of the customers with whom such other businesses
and distribution channels do business, that operate under the Marks or any other trade
names, trademarks, service marks or commercial symbols that are the same as or
different from the Realty World® Busmesses, and that sell products and/or services that
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are identical or similar to, and/or competiitive with, those that the Realty World®
Businesses customarily sell under any terms and conditions we deem appropnate,

(5) acquire the assets or ownership interests of one or more businesses
providmg products and services sumlar to those provided at Realty World® Businesses,
and franchising, licensing or creating similar arrangements with respect to these
businesses once acquired, wherever these businesses (or the franchisees or licensees of
these businesses) are located or operating,

(6)  be acquired (whether through acquisiion of assets, ownership interests or
otherwise, regardless of the form of transaction), by a business providing products and
services sumalar 1o those provaded at Realty World® Businesses, or by another business,
and

@) engage m all other activities not expressly prohibited by the Franchise
Agreement

We are not required to pay you if we exercise any of the rights specified above Under
the Franchise Agreement, you do not recerve the right to acquire additional franchises You may
not relocate your office to a new focation without our prior written consent

Our affiliate, HomeLife® grants licenses for real estate brokerage businesses under the
trademark “HomeL1fe® ” Another affiliate, Red Carpet International, Inc , 1s also the franchisor
of real estate brokerage businesses FamulyLife Realty Services, Inc , may also og)erate real
estate brokerage businesses These businesses may compete with your Realty World™ Busiess
These businesses have the mght to solicit your potemtial client and thewr rates may be more
competitive than yours All of our affiliates have the mtention of cxpanding throughout the
United States Though we do not anticipate conflicts between franchisees of each brand concept,
if a conflict should arise, we wilk analyze them and take action (1f any) that we deem appropriate

Exclusive Territory Addendum

Under certam curcumstances, we offer to certam qualified persons that meet our criteria
the right to operate a Realty World® Business with an exclusive territory to engage in real estate
brokerage services (excluding commercial real estate and new home developments) If we grant
you an exclusive terntory, you must sign our Exclusive Territory Addendum attached as Exhibit
B-1, and, so long as you are ian compliance with the Franchise Agreement, we will not operate a
franchise or grant a franchise for the operation of another Realty World® Business within a
certatn geographical area (the “Exclusive Territory”) The minimum Exciusive Termntory wiil
typically be a quarter (1/4) mile drving distance {measured door to door) from the Business’
location Factors that we will consider in granting an Exclusive Terntory will include, but are not
limited to, the size of the territory, the general population within terrtory, the number of real
estate salespersons within the territory, market conditfons, and other factors we deem relevant
We will configure the quarter (1/4) male distance from your location by way of different shapes
of boundarnies
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Under the Exclusive Territory Addendum, nerther we nor our affihates will operate or

grant a franchise for the operation of another Realty World® Business with an office located in
your Exclusive Territory However, we reserve the right to grant a icense for a Realty World®
commercial real estate brokerage office mn your Exclusive Territory Other Realty World®
Businesses focated outside of your Exclusrve Terntory may market m your Exclusive Territory
You are not prohibited from marketing outside of your Exclusive Territory You have to meet
minimum Sales Representative quotas to maintain your rights to the Exclusive Territory

AWe and our affihates reserve the right to-

M establish and -operate, and allow others to -establish and oeperate, other
Realty World® Businesses using the Marks at any locaton outside the Exclusive
Terntory and on such terms and conditions as we deem appropnate,

2) establish and operate, and allow others to establish and operate, real estate
brokerage busmesses for commercial real estate only using the Marks and the Franchise
System, at any location and on such terms and conditions we deem appropriate,

3) establish and operate and alfow others to establish and operate real estate
brokerage businesses, located anywhere (including within the Exclusive Territory), that
may offer products and services which are 1dentical or similar to products and services
offered by Realty World® Businesses, under other trade names, trademarks, service
marks and commercial symbols different from the Marks, and on any terms and
conditzons we deem appropriale,

4 establish, and allow others to establish -other businesses and distnbution
channels (including, but not lumted to, the Internet), wherever located or operating
regardless of the nature or location of the customers with whom such other businesses
and distribution channels do business, that operate under the Marks or any other trade
names, trademarks, service marks or commercial symbols that are the same as or
different from the Realty World® Businesses, and that sell products and/or services that
are 1dentical or similar to, and/or competitive with, those that the Realty World®
Businesses customarily sell under any terms and conditions we deem appropnate,

(5) engage 1n, and allow others (including Realty World® Businesses), to
engage In real estate brokerage services for new home developments located anywhere
(including withan the Exclusive Territory);

(6) acquue the assets or ownership interests of one or more businesses
providing products and services sumilar to those provided at Realty World® Businesses,
and franchising, licensing or creating simlar arrangements with respect to these
businesses once acquired, wherever these businesses (or the franchisees or licensees of
these businesses) are located or operating,

) be acquired (whether through acquisition of assets, ownership interests or
otherwise, regardless of the form of transactron), by a business providing products and
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services similar to those provided at Realty World® Businesses, or by another business,
and

(8) engage m all other activities not expresskty prohibited by the Franchise
Agreement

We are not required to pay you if we exercise any of the nghts specified above nside
your Exclusive Territory Because we reserve certain of the rights specified above, you will not
receive an exclusive termtory You may face competition from other franchisees. from outlets
that we own, or from other channels of distnbution or competitive brands that we control

ITEM 13

TRADEMARKS

Under the terms of the Franchise Agreement, we grant you the non-exclusive night to
operate a Realty World® Business under the Marks You may not use any of the Marks as part of
your firm or corporate name However, you may file a d/b/a usmg the Marks m your d/b/a name
You may not use the Marks 1 the sale of unauthonzed products or services or 1n any mamner we
do not authorize You may not use the Marks in any advertising for the transfer, sale or other
disposition of the Business or any interest in the franchise The following Marks are owned by
Realty World®, Inc and are registered on the Principal Register of the United States Patent and
Trademark Office (“USPTO™)

Mark Registration Number Registration Date
Realty World® 2,190,318 09/22/98
Partial Globe' 2,289,033 ' 10/26/99
/l i

g)(”.: ®

The Right Agent Makes 4131660 11/13/90

All the Dafference m the

World®

' You are required to always use the partial globe design logo together with our word mark
"Realty World®" as indicated n our Operations Manual, as amended by us at our sole and
absolute discretion The partial globe design logo should not be used separately and apart of the
word mark "Realty World® "

38
Realty World
09/20617 FDD
VS18




Mark Registration Number Registration Date

I\\\‘B 2,190,317 09/22/98
A

REALTY WORLD..

Eoreach registration noted above, all required affidavits and renrewals have been filed

In addition to the registered trademarks noted above, on February 23, 2017, we filed an
application with the USPTO (Seral No 87347460). on an mtent-to-use basis, for the following
design

There are no currently effective material determinations of the USPTO, the Trademark
Trial and Appeal Board, the trademark administrator of any state or any court, nor are there any
pending mfringement, oppositton.or cancellatron proceedings or material litigation, invoivang the
Marks which are relevant to their use by our franchisees

You must notify usimmediately when you leam about an infringement of or challenge to
your use of any of the Marks We may take action we think appropriate, and we will control any
litigation or administrative procceding

If we decide to modify or discontinue use of any of the Marks or to use one or more
additional or substitute Marks, you must follow our directions to modify or discontinue use of
the Marks or to use one or more additional or substitute Marks within a reasonable time after
notice We need not reimburse you for your direct expenses of changing your Businesses signs
or other matenals, for any loss of revenue due to any modified or discontinued Mark, or for your
expenses of promoting a modified or substitute trademark or service mark

We are not requared to indemnify you for any oosts that you mcur in defending the claim
brought against you or any proceeding where you are named as a party because of your
authonzed and proper use of the Marks We may defend and control the defense of any
proceeding from your use of any of the Marks

In 2001, we granted Realty World — Northern California, Inc the exclusive license to use
the Realty World name and marks within most of the State of Nevada and the northern part of
the State of Califormia under a hcense agreement that has an mnitial term of 99 years with the
night to renew for successive terms of 99 years In 2014, Realty World — Northern Cahifornia,
Inc assigned the hicense agreement to Nexthome, Inc
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ITEM 14

PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

We do not own any patents which are matenal to the franchise

We have not obtained any copyright registration that i1s material to the franchise
Howewver, we clamm common copynght law nghts protection for our Operations Manual,
brochures and marketing matenals and similar tems You may use these ilems only as we
specify while operating your franchise and must stop using them 1f we so direct you. Neither
you nor your Sales Representatives may reproduce these matenais or adapt them for use on any
internet or other computer network without our approval.

There are no determinations of the U S Copyright Office or any court, nor are there any
pending mfringement, oppeosition or cancellation proceedings or matetial ltigation, invelving the
copyrighted materials which are relevant to their use by our franchisees

We will disclose certain mnformation of ours, and our affihhates that 1s confidential,
proprietary, and considered part of our trade secrets mn which we clamm a valid economic interest
as a result of our investment and research efforts to develop such information We may further
disclose to you certain information that 1s confidential and proprietary that may be acquired by
us through a hcensing agreement The confidential, proprietary, and trade secret information
may be part of the products, services, and programs we offer Such confidential, proprietary, or
trade secret information may include financial, business information pattems, plans,
compilations, program devices, formulas, designs, methods, techmques, processes, procedures,
programs, or codes, whether tangible or intangible, and whether or how stored, compiled, or
memorialized physically, electronically, graphically, photographically, or in writing

Except as necessary, in connection with the operation of your Realty World® Business
and as we approve, during the term or at any time after the expiration or termination of the
Franchise Agreement, you may not directly or indirectly use for your own benefit or
communicate or divulge to, or use for the benefit of, any other person or entity, any confidential,
proprietary, or trade secrets that you acqured during the existence of the your relationship with
us Some of our affiliates may use and offer similar proprietary confidential or trade secret
information under special licensing agreements

In particular we have designed and implemented 5 proprietary and 1nnovative
compensation, recruiting and mentoring programs called the “LifeTime Income Program ,”
“LafeTume Income® Program v 2,” Smart Model™,” “The Wall Street Plan 104™ and Fortune
500 which you may adopt and use to assist and enhance your ability in recruiting hicensed real
estate salespersons
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ITEM 35

OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISE BUSINESS

We do not require that you personally supervise the Business or attend traiming We
expect that you will designate a manager (the “Designated Manager™) to be the pomnt of contact
between us and the Busmess Tiius manager need not have an ownership iterest m you 1if you
are a legal entity, and we place no restrictions on your ability to choose managers

Because every state requures that a real estate brokerage be directly supervised by a
broker of record who meets 1ts real estate licensing requirements, you maust designate a broker of
record You must identify your broker of record in the Franchise Agreement and you must
notify us of any change We place no ltmitations on who you designate as your broker of record
if this broker of record meets the licensing requirements, and he or she may be you, one of your
owners, a manager or an employee

If you are a corporation, limited hability company or partnership or other legal entity,
your owners must personally guarantee your obligations under the Franchise Agreement and
agree to be bound personally by every contractual provision, whether containing monetary or
non-monetary obligations of the Franchise Agreement and all other agreements related to the
Business

ITEM 16

‘RESTRICTIONS ON WHAT THE FRANCHISYY MAY SELL

You may not use the Business or the premuses of the Business for any purpose other than
the operation of a Business in compliance with the Franchise Agreement You may not ofter any
products or services that we have not approved You must offer all products and services that we
require to be offered at the Business We may change the types of products and services required
to be offered at the Business on reasonable written notice to you 1here are no limits on our rnight
to do so. We do not restrict the customers to whom you may sell approved products and
services
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KTEM 17

RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTIONS

THE FRANCHISE RELATIONSHEP

Thas table hists certain important provisions of the franchise and related agreements.
You should read these provisions m the agreements attached to this disclosure decumeat.

Provision

Section n
Franchise or Other
Agreements

Summary

(a) Length of the franchise
term

Section1 D

5,7, 10, 15 or 20 year term (at your
discretion)

(b) Renewal or extension
of the term

Section 13

If you are mn full compliance, you may
acquire one successor {ranchisc on our
then-current terms (which may be
materially different from existing terms)
for of 5, 7, 10, 15 or 20 years (at your
discretion)

(©) Requirements for
franchisee to renew or
extend

Section 13

Give us timely notice, maintain
possession of your Businesses’ premises
or find acceptable suitable premises,
remodel your Business according to our
then-current standards (regardless of
cost), pay a renewal fee and sign new
franchise agreement and other

¢ documents we use to grant franchises

Under the Franchise Agreement,
“renewal” means one smgle additional
term for a period of 5, 7, 10, 15 or 20
years (at your discretion) In connection
with any renewal and provided you have
substantialty complied with the
Franchise Agreement, you must
maintain execute our then-current form
of franchise agreement, which may
provide materially different terms and
conditions than your original franchise
agreement, such as different fee
requirements and renewal rights,
refarbish or relocate your Business as

' needed and pay renewal fee

Realty World
09/208 7 FDD
VS18

42




Provision

Section n
Franchise or Other
Agreements

Summary

(d

Termination by
franchisee

Not applicable

You may not terminate the Franchise
Agreement

©

Termmnation by
franchisor without
cause

Not applicable

We may not termunate the Franchise
Agreement

H

Termination by
franchisor with cause

Section 14

Wc may tcrminate only if you or your
owners commit one of several violations

@

“Cause” defined —
curable defaults

Section 14

Under Franchise Agreement, you have
10 days to cure monetary defaults and
farture to mamntain msurance, 30 days to
cure operational defaults and other
defaults not hsted m (h) betow, and 90
days to relocate your Business to a new
site 1f you lose possesston of the
premises

()

“Cause” defined — non-

curable defaults

Section 14

Nan-curable default under Franchise
Agreement include failure to open your
Business withm 180 days after the
Franchise Agreement’s effective date,
faiture to complete training within 10
months of opening, abandonment,
unapproved transfers of your Business,
matenal misrepresentations or

. omisstons, conviction of a felony,
dishonest or unethical conduct,
unauthorized use of the Operatrons
Manual or other confidential
information, failure to pay taxes,
understating Gross Revenues, repeated
defaults (even if cured), an assignment
for the benefit of creditors, appointment
of a trustee or receiver, failure to comply
with anti-terrorism laws, suspension or
revocation of real estate license, and
failure to comply with other agreements

' with us o our affiliates and do not
correct farlure withm apphcable cure

| period, 1if anty
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Section 1

Franchise or Other
Provision Agreements Summary
)] Franchisee’s Section 15 Obligations mclude paymg outstanding
obligations on amounts, complete de-1dentification,
termination/non- assigning telephone and other numbers,
renewal and returning confidential information
| (also see (0) and (r) below
1t} Assignment of contract | Section 12 A No restriction on our right to assign, we
by franchisor may assign without your approval
(k) “Transfer” by Section 12 B Includes transfer of Franchise
franchisee — defined Agreement, sales of your Businesses’
assets, transfer of ownership interest i
yOU O YOur OWners
) Franchisor’s approval | Sectron 12 B No transfer without our prror wnitten
of transfer by consent
franchisee
(m)  Conditions for Section 12 C New franchise owner qualifies, you pay
franchisor approval of us, our affiliates, and thard party vendors
transfer all amounts due and submut all required
reports, no default during 60 day period
‘before transfer request or during peniod
between request and transfer’s proposed
effective date, new franchise owner (and
its owners and affiliates) are not 1n a
competifive business, tramming
completed, lease transferred, transferee
agrees to upgrade and remodel your
Business according to our specifications,
if necessary, within 45 days after
transfer’s effective date, you or your
! | transferee signs our then-current
franchise agreement and other
‘ documents, transfer fee paid, we
approve purchase price and payment
tenms, you subordinate amounts due to
you, you de-1dentify, and you sign
release (if law allows) (also see (r)
below)
(n)  Franchisor’s night of Section 12 F We may match any offer for your
first refusal to acquire Business of an ownership interest m you
franchisee’s business
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Section m
Franchise or Other

Prevision Agreements Summary
(o)  Franchisor’s option to | Not applicable
purchase franchisee’s
business
{P)  Death or disability of | Section 12 E Assignment of franchsse or an
franchisee ownership wnterest 1 you to approved
party within 9 months, we may manage
your Business 1f there 1s no qualified
Designated Manager approved by us
(q) Non-competition Section 7 No diverting business, no ownership
covenants during the interest in, or performing services for
term of the franchise | competitive business anywhere
(“competitive business” means (1) any
real estate brokerage business, or (11) any
business granting franchises or hicenses
to others to operate real estate brokerage
| businesses (other than a Business
operated under a franchise agreement
with us)
™) Non-competitions Section 15 D No direct or indirect ownership interest
covenants after the in any competitive real estate business
franchise 1s terminated within a 25 mile radius of your Business
Or expires or any other Business 1n operation for 2
years after termmation of the Franchise
Agreement
(s) Modification of the Section [7L No modifications exeept m writing, but
Agreement we may change the Operations Manual
and System Standards
Sections 1(¢b) and We miay change the thard-party software
) 11(g) of Computer \ providers m our descretion Otherwise,
Software Licensing | no modifications unless in wrniting
Agreement signed by both parties
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Provision

Section m
Franchise or Other
Agreements

Summary

(t) Integration/merger
clause

Section 17 O

Section 11(g) of

Only the terms of the Franchise
Agreement (including System Standards
in the Operations Manual) are binding
(subject to state law) However, nothing
i the Franchise Agreement or any
related agreement is mtended to disclanim
our representations made 1n the
Disclosure Document

Agreement constitutes the entire

Computer Software | understanding of the parties, and revokes
Licensing and supersedes all prior agreements
Agreement between the parties
(u)  Daspute resolutron by | Sectron: 17 F Except for certam clamms, we and you
arbitration or must submut all disputes for non-binding
mediation mediation before any lawsuit 1s imitiated
Mediation must oecur within 50 mules of
our then-current principai place of
business (currently, Newport Beach,
California)
(v) Choice of forum Section 17H Subject to mediation requirement and

Section 11(b) of

state law, litigation generally must be in
courts nearest our then-current principal
place of business (currently, Newport
Beach, Califorma)

Subject to state law, state or federal

Computer Software | courts located in Orange County,
Licensing Califorma
Agreement

(w)  Choice of law

Section 17 G

Section 11(b) of
Computer Software
Licensing

LAgreement

Except for federal laws inthe U S, laws
of that state in which Business 1s located
(subject to state law)

Subject to state law, California state law
governs

Applicable state law mught require additional disclosures related to the mformation
contained 1 this Item 17 These additional disclosures, if any, appear in Exhibit I
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ITEM 18

PUBLIC FIGURES

We do not use any public figure to promote our franchise Although the Franchise
Agreement does not prohibit you from using a public figure in promotion or advertising, we must
approve any public figure, media, time and text that you propose to use

ITEM 19

‘FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Ruje permits a franchisor to provade information about the actual or
potential financial performance of its franchised and/or franchisor-owned outlets, 1f there 1s a
reasonable basis for the information, and i1f the information 1s included in the disclosure
document Financial performance mformation that differs from that included in Item 19 may be
given only 1f (1)a franchisor provides the actual records of an existing outlet you are
considermg buying, or (2) a franchisor supplements the information provided 1w this Item 19, for
example, by providing information about performance at a particular locatiom or under partrcular
circumstances

We do not make any representations about a franchisee’s future financial performance or
the past financial performance of company-owned or franchised Realty World® Businesses We
also do not authonze our employees or representatives to make any such representations either
orally or n wniung If you are purchasing an existing Realty World® Business, however, we
may provide you with the actual records of that Realty World® Business If you recerve any
other financial performance information or projections of yourfuture income, you should report
1t to us by contacting Lisa Gerdes, Realty World, Inc, 1101 Dove Street, Suite 228, Newport
Beach, Califorma 92660, (714) 436-9009. the Federal Trade Commission and the appropriate
state regulatory agencies
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ITEM 20

OUTLETS AND FRANCHISEE INFORMATION

TFABLE NO. 1
SYSTEMWIDE OUTLET SUMMARY FOR
YEARS 2615 TO 2017
Outlet Type Year Realty World® | Realty World® Net Change
Businesses at the | Businesses at the
Start of the Year End of the Year
Franchised 2015 79 74 -5
2016 74 71 3
2017 71 75 +4
Company-Owned 2015 0 0 0
2016 0 ) 0
2017 0 0 0
Total Outlets 2015 79 74 -5
2016 74 71 2
2017 71 75 +4

il The numbers 1n this table are as of May 31 for each year

TABLE NO. 2

FRANCHISED REALTY WORLD® BUSINESSES

TRANSFERS OF REALTY WORLD® BUSINESSES FROM FRANCHISEES TO
NEW OWNERS (OTHER THAN FRANCHISOR OR AN AFFILIATE)

FOR YEARS 2015 TO 2017

State

Year

Number of Transfers

All States

2015

2016

2017

Total

2015

2016

[(— =] =] [« Lo)

2017

&

1/ The numbers s thss table are as of May 31 for each year
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TABLE NO. ¥

FRANCHISED REALTY WORLD® BUSINESSES
STATUS OF FRANCHISED REALTY WORLD® BUSINESSES

VS1 8

FOR YEARS 2015 TO 2017*
State Year Realty Realty Termina- Non- Reacquired Ceased Realty
World® World® tions | Renewals by Operations- | World®
‘Bosmesses | ‘Businesses Franchisor Other Businesses
at Startof | Opened | Reasons | atEnd of
Year ’ Year?

Alabama 12015 0 B i) 0 O 0 0
2016 0 0 0 0 0 0 0

2017 0 0 0 0 0 0 0

Arizona 2015 1 0 0 0 0 0 1
2016 1 0 0 0 0 0 1

2017 1 o -1 1 1] | 1] ]

Arkansas 2015 0 0 0 0 0 0 0
2016 1] 0 0 0 0 0 0

2017 o & O 1] ] ' 0 ]
California 2015 33 3 -10 0 0 0 26
2016 26 2 -3 0 0 0 25
42017 25 4 -3 0 0 0 26

Colorado 2015 0 0 0 <0 0 ! 10 0
2016 0 0 0 D 0 0 0

2017 0 0 X 0 0 0 0

‘| Connecticut | 2015 - 3 0 Q K() 0 0 3
2016 3 0 0 0 0 0 3

2017 3 0 -1 0 0 0 2

Flonda 2045 | k5 7 -3 v 0 -} 18
2016 18 2 -1 Q 0 0 19
2017 19 3 0 0 0 0 22

Georgia 2015 I & ] 1] o : 0 1
2016 |, 1 0 0 1) [\ 1) 1

2017 1 0 -t 0 0 0 0

Idaho 2015 { 0 0 0 0 0 1
| 2006 , 1 0 0 0 0 i 0 1

2017 i 0 0 0 0 \ 0 1

Ilinois 12015 ) 3 0 0 0 0 ) 0 3
2016 3 0 0 0 0 0 3

Y2017 4 3 0 -2 0 0 0 1

| tndiana 2015 3 0 0 { 0 0 3
2016 3 0 0 0 0 0 3

2017 | 3 0 0 0 0 l 0 3

Kansas 2015 1 0 -1 0 0 0 0
2016 0 0 0 0 0 0 0

2017 0 0 0 0 0 : 1] 0

Kentucky 2015 2 1 0 0 0 0 3
2016 3 & -1 i g & ’ 1] 2
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State

Year

Realty
World®
Businesses
at Start of
Year

Realty
World®
Businesses
Opened

Termina-

tions

Non-
Renewals

Reacquired
by

Franchisor

Ceased
Operations-
Other
Reasons

Realty
World®
Businesses
at End of
Year’

2017

Louisiana

2015

2016

2017

D|o|(o(o

Maryland

2015

)
—a

2016

)

2017 |

Massachusetts

2015

SID|S

2016

)
—

2017

Michigan

2015

2016

20k7

Minnesota

2015

OIRIPISIO

olo|lo|olo|lo|o|o|o|d|eloio|e

2016

)
It

2017

Missouri

2015

oo

2016

)
(=1

2017

Montana

2015

2016

2017

Nevada

2015

=1 =1~ 2]

2016

1
[

2017

ololo|c|d|e|o|d|o|o|lo

New Jersey

20¥5

2016

2017

New Mexico

2015

2016

2017

New York

2015

2016

Sloo|o|Ie|IeIw|e|e

2017

S

OIQ|o|IC|IC(e(IC|SiI®

Ohto

2015

2016

2017

Oklahoma

2015

2016

2017

Oregon

2015

o|lolo(lolo|o|S

=

2016

cio|olo|o(old|®

2017

clole|lo|e|ol~|o|lsle|o|lojole|a|=l—=|=|—v|v|eo|s|o|o|<w|ojo]|=l~|ale|o|w|an|viviwv|elo|ol
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=

oclololo|looo|s | |o|lo|lojo|o|olo|e|o|lo|cio|d|o|d|d|o|o|o|olelolo|lo|c|o|ole|de|o|o|o

[ [l

violo|loio|oc|lo|oio|@|o(ololc|leloio|o|lo|Icic|e|o|lo|oc|olo|oloio|io|loIc|o|Io|o|®|o|o|o|o
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State Year Realty Realty Termina- Non- Reacquired Ceased' Realty
World® World® tions Renewals by Operations- | World®
Businesses | Businesses Franchisor Other Busmesses
at Startof | Opened Reasons at End of
Year Year’
Tennessee 2015 0 0 0 0 0 0 0
2016 0 0 0 0 0 0 0
2017 £ 0 0 0 9 0 0
Texas 2015 1 1 0 L) 0 0 2
2016 2 0 0 0 0 0 2
2017 2 1 0 L) 0 0 3
Utah 2015 0 0 0 0 0 0 0
2016 0 0 0 0 0 0 0
2017 0 0 0 0 0 0 0
Virginia 2015 2 0 0 -2 0 0 0
2016 O o ] o ) ¢ 0
2017 0 0 0 0 0 ) 0
Washington 2015 2 V) 0 0 ) ) 2
2016 2 0 0 0 0 0 2
2017 2 0 0 0 0 0 2
West Virginia | 2015 0 0 0 0 0 0 0
2016 0 0 0 0 0 0 )
2017 \ 0 0 0 0 0 0
Wisconsin 2015 0 0 0 0 0 0 0
2016 0 0 0 B 0 0 0
2017 0 l 0 0 0 0 1
Totals 2014 79 13 -15 -2 0 -1 74
2015 74 6 -9 0 0 0 71
2016 71 12 -8 0 0 0 75
v The numbers m thss table are as of May 31 for each year
2/ We also have a subfranchisor with a territory in the State of Pennsylvama and a hicensee
with territories 1n Northern Nevada and Northern Califorma There are currently 18
subfranchises, and at September 30, 2016 (the date of the licensee’s fiscal year end), the
licensee reported 162 real .estate brokerage business franchises operating under the name
“Realty World® ” In July 2017, we assumed 22 ‘franchise agreements from our former
subfranchsior for the South Carolina and North Carolina territories
51
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TABLE NO: 4

STATUS OF COMPANY-OWNED REALTY WORLD® BUSINESSES

FOR YEARS 2015 TO 2017
Realty 1
Realty World® Realty Realty
World® Realty Busiesses Realty World® World®
Businesses World® Reacquired World® Businesses | Businesses
at Startof | Businesses #from Businesses Seld to at End of
State Year Year Opened Franchisee Closed Franchisee Year

Totals 2015 0 0 0 0 0 0

2016 0 0 0 0 0 0

2017 0 & 0 0 ¢ 14

TABLE NO. 5
REALTY WORLD® BUSINESSES
PROJECTED FRANCHISE OPENINGS'
AS OF MAY 31, 2017
Franchise Agreements Projected New Projected New Company-
Signed But Realty Franchised Realty Owaed Realty World®
World® Business Not World® Businesses in Businesses in the Next
State Opened fhe Next Fiscal Year Fascal Year

California 0 3 0
Flonda 0 3 Q
Texas O 3 0
Totals 0 9 0

v We do not make any projections for Pennsylvamia, Northern Nevada or Northern

California (See explanatory note 2 under the Table 3 chart for additional information )

Exhibit E 1s a list of our franchisees as of May 31, 2017 Exhibit F 1s a list of the name,
city and state, and current business telephone mumber s(or if unknown, the last known home
telephone number) of every franchisee who had thesr franchise agreement terminated, cancelled,
not renewed, or otherwise voluntarily or involuntarily ceased to do busmess under the franchise
agreement during fiscal year 2017 or who has not communicated with us within 10 weeks of the

issuance date of this disclosure document

may be disclosed to buyers when you leave the franchise system

If you buy this franchise, your contact mnformation

In some instances, current and former franchisees sign provisions restricting their ability
to speak openly about therr experience with the Realty World® franchise system You may wish
to speak with current and former franchisees, but we are aware that not all such franchisees will

Realty World
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be able to communicate with. you We are not aware of any trademark-specific franchisee

organizations associated with eur franchise system
ITEM 21

FINANCIAL STATEMENTS

Our audited financial statements for the fiscal years.ending May 31, 2017, May 31, 2016,
and May 31, 2013, are attached as Exhibit D

ITEM 22

CONTRACTS

The Franchise Agreement 1s attached to this disclosure document as Exhibit B, the
Computer Software Licensmg Agreement 1s attached to this disclosure document as Exhubit D ta
the Franchise Agreement, the Exclusive Terntory Addendum 1s attached to this disclosure
document as Exlubit B-1, the Disclosure Acknowledgment Statement 1s attached to this
disclosure document as Exhibit H and the State-Specific Additional Disclosures and Ruders to
the Franchise Agreement are attached to this disclosure document as Exhibit I

ITEM 23
RECEIPT

Exhibit J comtamns detachable documents acknowledging your receipt of the disclosure
document

53
Reaity World
09/2017 FDD
VS1 8
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EXHIBIT A

LIST OF STATE AGENCIES/AGENTS FOR SERVICE OF PROCESS

Listed here are the names, addresses and telephone numbers of the state agencies having
responsibility for franchismg disclosure/registration laws We may not be registered to sell franchises in

all of these states
Cahfornia

Department of Business Oversight,
Commussioner of Business Oversight
Toll Free 1 (866)275-2677

Sacramento

1515 K Street, Suite 200
Sacramento, Cahifornia 95814
(916) 445-7205

Hawaii

(for service of process)

Commussioner of Securities of the Department of
Commerce and Consumer Affairs

335 Merchant Street

Henolulu Hawau 96813

(808) 586-2722

(for other matters)

Business Registration Division

Department of Commerce and Consumer Affairs
P O Box 40

Honolulu, Hawan 96810

(808) 586-2722

Hhinois

Franchise Bureau

Office of the Ithnois Attorney General
500 South Second Street

Springfield, Illinois 62706

(217) 782-4465



Indiana

(for service of process)

Indiana Secretary of State
201 State House

200 West Washington Street
Indianapolis, Indiana 46204
(317) 232-6531

(state agency)

Indiana Secretary of State
Securities Division

Room E-11

302 West Washington Street
Indianapolis, Indiana 46204
(317) 232-6681

Maryland

(state agency)

Office of the Attomey ‘General-

Securities Division
200 St Paul Place

Baltimore, Maryland 21202-2021

(410) 576-6360

(for service of process)

Maryland Securities Commussioner at the Office
of the Attorney General — Securities Division

200 St Paul Place

Baltimore, Maryland 21202-2021

(410) 576-6360

Michigan
(state agency)

Consumer Protection Division

Antitrust and Franchise Umt

Michigan Department of Attorney General
670 G Mennen Wilhams Building

525 West Ottawa

Lapsing, Michiggn 48933

(517)373-71177

(for service process)

Michigan Department of Commerce
Corporations and Securities Bureau
P O Box 30054

6546 Mercantile Way

Lansing, Michigan 48909

Minnesota

Minnesota Department of Commerce
85 7" Place East, Suite 500

St Paul, Minnesota 55101

(651) 296-6328

New York

(for sexvice of process)

Secretary of the State of New York
41 State Street

Albany, New York 12231

(518) 474-4750

{for other matters)

New York State Department of Law
Investor Protection and Securities Bureau
120 Broadway

New York, New York 10271-0332

(212) 416-8000



North Dakota

Notth Dakota Securities Department
Fifth Floor

600 Eat Boulevard Avenue
Bismarck, North Dakota 58505
(701) 328-4712

Oregon

Department of Insurance and Finance
Corporate Securities Section

Labor and Industries Building

Salem, Oregon 97310

(503) 378-4387

Rhode Island

Department of Business Regulation
Division of Securities

John O Pastore Complex

Building 69-1

1511 Pontiac Avenue

Cranston, Rhode Island 02920
(401) 462-9645

Sauth Dakota

Departmiefit of Revenue and Regulation
Division of Securities

445 East Capitol

Pierre, South Dakota 51501-2017
(605) 773-4013

Virginia
(for service of process)

Clerk, State Corporation Commission
1300 East Man Street

Richmond, Virginia 23219
(804)y371-9733

(for other matters)

State Corporation Commission

Division of Securities and Retail Franchising
1300 East Main Street

Ninth Floor

Richmond, Virgima 23219

(804) 3719051

Washington

(for service of process)

Director Department of Financial Institutions
Securities Division

150 Israel Road, S W

Tumwater, Washington 95801

(for other matters)

Department of Fmancial Institutions
Secunties Division

P O Box 9033

Olympia, Washington 98507-9033
(360) 902-8760

Wisconsin

Commuissioner of Secunties

345 West Washington Avenue, 4™ Floor
Madison, Wisconsin 53703

(608) 266-3431
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REALTY WORLD, INC.
FRANCHISE AGREFMENT

THIS FRANCHISE AGREEMENT (the "Agreement") 1s made and entered mto by and
between REALTY WORLD, INC, a Nevada corporatron wrth rts prmerpal business address at 1101

Dove Street, Suite #228, Newport Beach, California 92660 ("we," "us,"” or "our"), and

, whose principal business address 1s

(llyouﬂ

or "your"), as of the date below of our CEQ, Mr Andrew Crmerman’s signature on this Agreement (the
“Effective Date™)

1 PREAMBLES, ACKNOWLEDGMENTS, AND GRANTOF FRANCHISE

A PREAMBLES

4)) We have, over a considerable tune period and with considerable effort,
developed a network of real estate brokerage businesses known as Realty World®
businesses (individually, "Realty World® Business" and collectively, "Realty World®
Businesses”) These Realty World® Businesses have distinctive business formats,
marketing plans methods, systems, procedures designs, layouts, standards, and
specifications, all of which we may improve, further develop, or otherwise modify from
time to tume

) We use, promote, and license certain trademarks, service marks, and
other commercial symbols 1n operating the Realty World® Businesses, including,
without hmitation, the Realty World® marks, which have gained and will continue to
gam public acceptarice and goodwil, and may create, use, and hrcerse other wrademrarks,
service marks, and commerctal symbols for Realty World® Businesses (collectively,
the "Marks")

(3) We grant to persons who meet our qualifications, and’ are willing to
undertake the mvestment and effort, a franchise to own and operate a Realty World®
Business offering the products and services we authorize and using our business
formats, methods, rules, procedures, signs, designs, layouts, standards, specifications,
and Miarks (the "Franchise Systern ")

(4)  You have applied for a franchise to own and operate a Realty World®
Business

B ACKNOWLEDGMENTS. You acknowledge

(1)  That you have independently investigated this franchise opportunity and
recognize that, like any other business, the nature of the business a Realty World®
Business conducts may, and probably will, evolve and change over time

(2}  That aninvestment 1n a Business mvolves business risks that could result
in the loss of a sigmificant portion or all of your investment and your business abilities
and efforts are vita} to your success and the success of your Realty World® Busmess

i of37
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(3) That you have not received fromr us, and are not refying upon, any
representations or guarantees, express or imphed, as to the potentiral volume, sales,
mcome, or profits of a Reafty Werld® Business, that any information you have
acquired from other Realty World® Busmess franchisees regarding therr sales, profits,
or cash flows was not iformation obtaned from us and that we make neo representation
about that information’s accuracy

(4)  That n all of their dealings with you, our officers, directors, employees,
and agents act only 1n a representative, and @ot an an andividual, capacity and that
business dealings between you and them as a result of this Agreement are deemed to be
only between you and us

(5)  That you have represeated to us, to induce our entry mto this Agreement,
that all statements you have made and atl materials you have given us are accurate and
complete and that you have made no musrepresentations or material omissions in
obtaining the franchise

(6) That we have not made any representation, warranty, or other claim
regarding this franchise opportunsty, other than those made w this Agreement and our
franchuse disclosure document, and that you have independently evaluated this
opportunity, mcluding by using your business professionals and advrsors, and have
relied solely upon those evaluations in deciding to enter into this Agreement

{7y  That you have been afforded an oppertunity, and have been ercouraged
by wus, to have thuis Agreement and all other agreements and materials we have given or
made available to you reviewed by an attorney and have either done so or elected not to
do so

{(8) That vou have a net worth whach is sufficient to make the investment in
the franchise opportunity represented by this Agreement, and you will have sufficient
funds to meet all of your obligations under this Agreement

C CORPORATION, LIMITED LIABILITY COMPANY, OR PARTNERSHIP [f you are at
any ttme a corporation, himted hability company, or partnership (each, an "Entity"), you agree and

represent that

(1)  You will have the authomty to execute, dehver, and perform your
obligations under this Agreement and all related agreements and are duly orgamzed or
formed and validly existing in good standing under the laws of the state of your
incorporation or formation,

(2)  Your orgamizatsonal documents will recite that this Agreement restricts
the issuance and transfer of any ownership interests in you, and all certificates and other
documents representing ownership interests 1n you will bear a legend referring to this
Agreement’s resirictions,

(3)  Exhibit A to this Agreement completely and accurately describes all of
your owners and their interests in you as of the Effective Date and each of your owners
during this Agreement's term will execute a guaranty n the form we prescribe
undertaking personally to be bound, jomtly and severally, by all provisions of this

2
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Agreement and any anciffary agreements between you and us  Subject to our rights and
your obligations under Section [2, you and your owners agree to sign and delrver to us
revised Exhibet A to reflect any permrtted changes m the mformation that Exlubt A row
contans,

(4 Your Realty World® Business will be the only business you operate
(although your owners may have other, non-competitive business interests)

D GRANT OF FRANCHISE You have apphed for a franchise to own and operate a Business at

(the "Location") (If the Locatien has not been determined as of the Effective Date, the Location shall be
the site selected in accordance with Section 2 A hereof ) Subject to this Agreement's terms, we grant you
a franchise (the "Franchise") to operatc a Realty World® Business ("your Business”) and to use the
Franchise Systemn i its operation  The term of this Agreement 15 (check one) (1) Five (5) years

2) Seven (7) years

3) Ten (10) years o
G Fifteen (15) , O
&) Twenty (20) ,

-

beginning on the date this Agreement becomes effective pursuant 1o Section 17 N of this Agreement

You agree at all times faithfully, honestly, and diligently to perform your obligations under this
Agreement and to use your best efforts to promote your Business You may use the Location only for
your Business

£ NO EXCILUSIVITY AND RESERVATION OF RIGHTS We grant you the right to operate
your Business at the Location only You acknowledge and agree that your Sales Representatives must
also only operate at the Location You have no nght to open any additional offices or locations under this
Agreement You acknowledge and agree that this Agreement does not grant you any exclusive or
protected territory You further acknowledge and agree that we (and our affiliates) retain the right at all
times during this Agreemenf's term fo engage n any and all activines thai we (and they) deem
appropriate, wherever and whenever we (and they) desire, and whether or not such activities compete
with your Busmess, includmg, without himxtation, the right to

(1)  establish and operate, and allow others 1o establish and operate other
Realty World® Businesses and other real estate brokerage busmesses using the Marks
and the Franchise System, at any location and on such terms and conditions we deem
appropriate,

(2) establish and operate, and allow others to establish and operate, real
estate brokerage businesses for commercial real estate only using the Marks and the
Franchise System, at any location and on such terms and conditions we deem

appropriate,

(3)  establish and operate, and allow others to establish and operate real estate
brokerage businesses, located anywhere, that may offer products and services which are
identical or simular to products and services offered by the Realty World® Businesses,
under other trade names, trademarks, service marks and comimercial symbols different
from the Marks, and on any terms and conditions we deem appropriate,

3
Franchisce RW

Realty World — 09/2017
Ex B - Franchise Agreement
082017vs |



(4)  establish, and alfow others to establish, other businesses and distribution
channels (including, but not hmuted to, the Internet), wherever located or operating and
regardless of the nature or location of the costomers with whomx such other busmesses
and distribution: chanaoels do business, that operate under the Marks or any other trade
names, trademarks, service marks or commercial symbols that are the same as or
different from the Realty World® Businesses, and that setl products and/or services that
are 1dentical or similar to, and/or competitive with, those that the Realty World®
Businesses customarily sell under any terms and conditions we deem appropriate,

(5) acquire the assets or ownership interests of one or more businesses
providing products and services simtlar to those provided at Realty World® Busimesses,
apd franchasing, hicensing or creating similar arrangements with respect to these
busimesses once acquired, wherever these businesses {or the franchisees or licensees of
these businesses) are focated or operating,

(6)  be acquired (whether through acquisition of assets, ownership interests or
otherwise, regardtess of the form of transaction), by a business providing products and
services similar to those provided at Realty World® Businesses, or by another business,
and

(7)  engage in all other activities not expressly prombited by this Agreement

2 SITE SELECTION, LEASE OF LOCATION, AND DEVELOPMENT AND OPENING OF
YOUR BUSINESS.

A SITE SELECTION We must approve the Location and you may operate your Business only at
the Locatton The Locafion must be at least 1,000 square feet You acknowledge and agree that, 1f we
recommend, give you information regarcing a site for, or approve the Location that 1s not a representation
or watranty of any kind, express or mphed, of the site's or busmess's switability for a Realty World®
Business or any other purpose Our recommendation or approval indicates only that we believe that the
site or business meets our then acceptable criterna Applying criteria that have appeared effective with
other sites, premises and/or businesses might not accurately reffect the potentiaf for alf sites and premuses,
and demographic and/or other factors inciuded 1n or excluded from our critena could change, altering the
potentral of a site, premuses and/or busmess The uncertainty and mstabihty of these critena are beyond
our control, and we are not responstble if a site, premises and or busmess we recommend fail to meet your
expectations You ackaowledge and agree that your acceptance of the Franchise and selection of the
Location are based on your own mdependent investigation of the smtablty of the site or business for
your Business The lease or sublease for the Location must contain any terms and provisions which we
may require from time to time (although we will not negotiate your lease) You may not relocate your
Business wathout our prior writien consent

B BUSINESS DEVELOPMENT. Withun ninety (90) days after the date you sign a Lease for the
Location, you agree at your expense to do the following (a) construct the front lobby and reception area
n accordance to plans and specifications approved by us, (b) decorate your Business in compliance with
plans and specifications approved by us, and (c) purchase and instait any required Computer System (as
defined 1n Section 2 C below) You agree to place or display at the Location (intertor and exterior) only
the signs, emblems, lettering, logos, and display matenals that we approve from time to ime Upon our
request, you agree to purchase or lease approved brands, types, or models of fixtures and signs contanmg
any of the Marks only from suppliers we designate or approve (which may mcfude or be limited to us
and/or our affibates) You must obtain our approval to use any suppher not previously approved by us

4
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We may require, among other things that you submnt the name, address, website, telephone number and
email address of any supplier prior {0 our review of your request for approval of a new suppher

C COMPUTER SYSTEM Notwithstandmg anything to the contrary contained heremn, upon our
request, you agree to obtain and use specified integrated computer hardware and/or software, including an
integrated computer-based order-entry system (the "Computer System") We may modify specifications
for, and components of, the Computer System You also agree to maintain a functioning e-mail address
and all specified points of high-speed Internet connection Our modification of specifications for the
‘Computer System, and/or other technological developments or events, might require you to purchase,
{ease, and/or license new or modified computer hardware and/or software and to obtamn service and
support for the Computer System Although we cannot estimate the future costs of the Computer System
or required service or support, and although these costs mught not be fully amortizable over this
Agreement's remaimag term, you agree to incur the costs of obtamming the computer hardware and
sofiware comprising the Computer System (or additions and modificarions) and required service or
support We have no obligation to reimburse you for any Computer System costs Within ninety (90)
days after you receive notice from us, you agree to obtamn the Computer System components that we
designate and to ensure that your Computer System, as modrfied, 1s functioning property

You agree that we or our affiliates may conditton any lhicense of proprietary software to you, or
your use of technology that we or our affilrates develop or maintamn, on your sigmng a software hcense
agreement or simitar document that we or our affihates prescribe to regulate your use of, and our and your
respective rights and responsibilities with respect to, the software or technology We and our affiliates
may charge you a monthly or other fee for any proprietary software or technology that we or our affiliates
license to you and for other maimtenance and support services that we or our affiliates provide during this
Agreement's term You muist execute the Computer Software Licensing Agreement in the form attached
hereto as Exhibit D

Although you agree to buy, use, and maintain the Computer System according to our standards
and specifications, you will have sole and complete responatility for (1) the acquisition, operation,
maintenance, and upgrading of the Computer System, (2) the manner in which your Computer System
interfaces at our specified levels of connection speed with our and any third party's computer system, and
(3) any and all consequences if the Computer System 1s not properly operated, maintained, and upgraded

D BUSINESS OPENING You agree not to openr your Busmess until (1Y you pay the mutial
franchise fee and other amounts then due to vs, (2) we have approved your Location, (3) you give us
certificates for all required insurance policies, (4) you give us coptes of your Broker of Record’s real
estate licenses and (5) your DBA has been approved by us

Subject to your compliance with these conditions, you agree to open your Business for business
within one hundred ewght (180) days after the Effective Date

3 FEES
A INITIAL FEES You agreeto pay us a nonrecurriag and, except as specifically provided in thss
Agreement, nonrefundable initial franchise fee 1n the amount set forth on Exhibit C-1 (Percentage Fee

Basis Plan) or Exhibit C-2 (Flat Fee Basis Plan) attached hereto m the form of a bank check or cashier’s
check The mma} francinse fee 15 due, and fully earmed by us, when you sigw thas Agreernem
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B SUPPORT FEES You agree to pay us by the 25" day of each month, on an ongomng basis, a
Support Fee (the “Support Fee™) in the amount set forth on Exinbrt C-F (Percentage Fee Basis Plan) or
Exhibit C-2 (Flat Fee Basis Plan) attached hereto

C ROYALTY FEES You agree to pay us a monthly royalty (the “Royalty Fee™), in the manner
provided in Section 3 I below, on or before the twenty-fifth (25th) day of each month m the amount set
forth on Exhibit C-1 (Percentage Fee Basis Plan) or Exhibit C-2 (Flat Fee Basis Plan) attached hereto

D NATFONAL ADVERTISING AND PROMOTIONAL FUND CONTRIBUTIONS You
agree to pay us a monthly National Advertising and Promotional Fund contribution (the “National
Advertising and Promotional Fund Contnbution™), in the manner provided 1n Sectton 3 I below, on or
before the twenty-fifth (25th) day of each month set forth on Exhsbit C-1 {Percentage Fee Basis Plan) or
Exhibit C-2 (Flat Fee Basis Plan) attached hereto

E GROSS REVENUE “Gross Revenue” means all revenues received by you from commissions,
fees or professional services, both actual or to be imputed, from all transactions of your Sales
Representatives either in cash, commission notes, or any other valuable consideration recewved 1 lieu of
cash, and shall mclude revenues from all transactions using the Franchise System mvolving you, your
broker(s), any of its officers, directors, shareholders, partners, employees Gross Revenue will be
computed without deduction for any paymeni to your brokers, sales mamnagers, Sales Representatives, or
employees, payments for any multiple histing fees, insurance, home protection plans, busmess expenses or
taxes, but with deduction for any referral fees paid to any other non-affiliated real estate brokerage firms

F SALES REPRESENTATIVE “Sales Representative” shall mean each person who possesses a
real estate license that 1s afféliated, directly or andwrectly, with your Business, including, but not limated to,
sales associates, broker associates, brokers, licensed assistants and each broker of record and/or manager

You agree that you and each of your Sales Representatives will join and remain a member 1n good
standing and comply with ithe by-laws, rules and regulations of a local ‘beard of realtors {or comparable
organization) You also agree to partictpate 1n a board-owned multiple listing service, where avaifable

You and your Sales Representatives must also abide by the Code of Ethics of the National Association of
Realtors If you fail to provide written notice of a new Sales Representative within five (5) business days
after a new Sales Representatrve becomes affiliated with you, you must pay us an amount equal to Fwo
Hundred Fifty Dollars ($250) for each Sales Representative for whom you have not provided written
notice You agree to have the mimmum number of Sales Representatives by the dates and during the
periods set forth on Exhihit B attached hereto (“Sales Representative Quota™) In the event you fail to
meet the Sales Representative Quota, and you have selected Exhibit C-2 (Flat Fee Basis Plan) as the basis
for payment of your Royalty Fee and National Advertising and Promotional Fund Contribution, you will
pay Royalty Fees and National Advertising and Promotional Fund Contributions as 1f you had met your
Sales Representative Quota and you will use the fee schedule described in Exhibit C-2 for the purposes of
calculating these fees Within five (5) days after a new Sales Representative becomes affiliated with your
Business, you must provide us with wnitter notice of such affiliation

G SERVICE CHARGE You will pay a service charge of Fifty Dollars ($50) per day or the
maximum amount the law allows, whichever 1s less, for each day your payment 1s Jate  You acknowledge
that this Section 3 G 1s not our agreement o accept any payments after they are due or our commitment to
extend credit to, or otherwise finance your operation of, your Business

H INCREASE IN FEES If the term of this Agreement exceeds ten (F() years, commencing on
the ten (10) year annwversary of the Effectsve Date, all fees due under tins Agreement, wcluding, without
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imitaton, the Support Fee, the Royalty Fee and Nattonal Advertising and Promotional Fund
Contnibutions and fees will automatically increase on an annuat basis by three percent (3%) per annum

I METHOD OF PAYMENT AND APPLICATION OF PAYMENTS At our request, you
agree to sign and dehiver to us the documents we require to authorize us to debit your business checking
account or credit card automaticalty for all amounts due under this Agreement (the "EFT Authonzatien™)
Such EFT Authorization shall remain in full force and effect during the term of this Agreement We will
debit the business account or credit card you designate 1n the EFT Authorization for these amounts on
thewr due dates (or the subsequent business day if the due date 1s a natronal holsday or a weekend day)
You agree to ensure that funds will be avaiiable m your designated account to cover our withdrawais

Despite any designation you make, we may apply any of your paymeits to any of your past due
indebtedness to us  We may set off any amounts you or your owners owe us or our affihates against any
amounts we or our affihates owe you ot your owners You agree that your faifure to establish or to
require your Sales Representatives to pay any of the fees payable under this Agreement or your failure to
collect any of these fees from your Sales Representatives does not relieve you of your obligation to remit
all monthly fees payable to us under this Agreement

We may require your to pay any amounts due uader this Agreement by means other than check,
credit card or automatic debit whenever we deem appropriate, and you agree to comply with our payment
instructions

4 TRAINING AND ASSISTANCE

A TRAINING We will train your Designated Manager and one additional employee on the
material aspects of operating a Realty Weorld® Busmess We will schedule and provide approximately 2
to 3 days of tramning when requested by you {although the specific number of days depends on our
opiion of your Designated Manager and your employee's, experience and needs) at our prancipal offices,
at a designated training facility of our choice or through a Website or extranet Within ten (10) months
afier the Effecive Date, your Desiznated Manager must satssfactensly complete the sihal traimng I we
determine that your Designated Manager cannot complete imtial training to our satisfaction, we may
terminate this Agreement We provide initial training for no additional fee for two (2) persons You wili
be responsible for your employees’ travel and living expenses, wages and workers' compensation
insurance while attending traiming, provided, however, we reserve the night to offer such training and
assistance online, which may save you time and travel and living expenses

Your Designated Manager may request additional traimng at the end of the imitial training
program, to be provided at our then current per diem charges, 1f your Designated Manager does not feel
sufficiently trained 1n the operation of a Realty World® Business We and you will Jointly determine the
duration of this additional tramning However, if your Designated Manager satisfactorily completes our
wal trasmng program, and has not expressly infermed us i wnting at the end of that program that
he/she does not feel sufficiently tramed in the operation of a Realty World® Business, then you will be
deemed to have been trained sufficiently to operate a Realty World® Business

We may require your Designated Manager and/or previously trained and expenenced employees
to attend and complete satisfactorily various training courses that we periodically choose to provide at the
times and locations that we designate We will not require attendance at more than two (2) such courses,
or for more than a total of three (3) busmess days, during a calendar year Besides attending these
courses, you agree to attend an annual meeting of all Business franchise owners at a location we
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designate  Attendance wilf not be required for more than five (5) days during any calendar year You
agree to pay all costs to attend

If you have a new Designated Manager during this Agreement's term, the new Designated
Manager must satisfactorily complete our then current instial traimng program We may charge
reasonable fees for tramning such new Destonated Mapager You also agree to pay all travel and living
expenses which your Designated Manager incurs during all training courses and programs

You understand and agree that any specific ongoing traming or advice we provide does not create
an obligation (whether by course of dealing or otherwise) to continue to provide such specific traming or
advice, all of which we may discontinue and modify from time to ttme You acknowledge and agree we
may communicate our programs, systems, education, and trainung directly to your Sales Representatives
You acknowledge and agree that any traming we agree to provide pursuant to this Agreement may be
provided, at our option, through the Website, extranet or any other format we choose

B GENERAL GUIDANCE We may advise you from time to time regarding the operation or
your Business based on your reports or our inspections and may guide you with respect to (1) standards,
specifications, and operating procedures and methods that Businesses use, (2) purchasing required and
authorized products and services, (3) advertising and marketing materials and programs, (4) employee
hiring and traming, and (5) administrative and management Such gmdance will be furmshed in the form
of our operations manual for the operation of Businesses (the "Operations Manual"), which may include
one or more separate manuals as well as audiotapes, videotapes, compact discs, computer software,
information available on an Internet site, other electronic media, and/or written materials At our option,
we inay also provide guidance via telephone conversations and/or consultation at our offices

At your option, you may utilize the services of a coach or consultant we designate from time to
time to provide special gmdance, coaching, assistance, or trammng We will charge you our then
applicable fee, including our coach or consuliant’s per diem charges and travel and living expenses

C OPERATIONS MANUAL We will give you access to the Operations Manual during the term
of this Agreement The Operations Manual contains mandatory and suggested specifications, standards,
operaung procedures, and rufes that we penodicaily prescribe for operaung Businesses (“System
Standards™) and information on your other obligations under this Agreement We may modify the
Operations Manual periodically to reflect changes in System Standards You agree to keep your copy of
the Operations Manual current, mcluding downloading any updates to the Operations Manual which we
make available on a restricted Websrte or extranet or through other electronic media, and in a secure
location at your Business If there i1s a dispute over its contents, our master copy of the Operations
Manual controls You agree that the Operations Manual’s contents are confidential and that you will not
disclose the Operations Manual to any person other than your employees who need to know its contents

You may not at any time copy, duphcate, record, or otherwise reproduce any part of the Operations
Manual If your copy of the Operations Manual 1s ost, destroyed, or significantiy damaged, you agree to
obtain a replacement copy at our then applicable charge

At our option, we may post some or all of the Operations Manual on a restricted Website or
extranet to which you will have access (For purposes of this Agreement, "Website" means an interactive
electronic document contained 1n a network of computers linked by communications software, including,
without limitation, the Internet and World Wide Web home pages) If we do so, you agree to monitor and
access the Website or extranet for any updates to the Operations Manual or System Standards Amy
passwords or other digital identifications necessary to access the Operations Manual on a Website or
extranet will be deemed to be part of Confidential Information (as defined in Section 6)
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D DELEGATION OF PERFORMANCE You agree that we have the right to defegate the
performance of any portion or atk of our obligations under this Agreement to third-party designees,
whether these designees are our agents or independent contractors with whom we have contracted to
perform these obligations

5 MARKS.

A OWNERSHIP AND GOODWILL OF MARKS Your night to use the Marks 1s derived only
from this Agreement and limited to your operatmg your Business according to this Agreement and afl
System Standards we prescribe durng its term  Your unauthomzed use of the Marks 1s a breach of this
Agreement and infringes our rights in the Marks You acknowledge and agree that your use of the Marks
and any goodwill established by that.use are exclusively for our bemefit and 4hat this Agreement does not
confer any goodwill or other interests 1n the Marks upon you {other than the right to operate your
Business under this Agreement) All provisions of this Agreement relating to the Marks apply to any
additional proprietary trade and service marks we authorize you to use You may not at any time during
or after this Agreement's term contest or assist any other person i1n contesting the validity of, or our nghts
to, the Marks

B LIMITATIONS ON YOUR USE OF MARKS You agree to use the Marks as your Business's
sole identification, except that you agree to identify yourself as its independent owner 1n the manner we
prescribe  You may not use any Mark (1) as part of any corporate or legal business name, (2) with any
prefix, suffix, or other modifying words, terms, designs, or symbols (other than logos we have licensed to
you), (3) in selling any unauthorized services or products, (4) as part of any domain name, homepage,
electronic address, or otherwise i1 connection with a Website (unless 1 connection with our approved
Franchise System Website), or (5) m any other manner that we have not expressly authonized 1n wnting
However, you may file a d/b/a using the Marks 1n your d/b/a name You may not use any Mark 1n
advertising the transfer, sale, or other disposition of your Business or an ownership interest 1n you without
our prior written consent. You agree to display the Marks prominently as we prescribe at your Business
and on forms, advertising, supplies, and other matenals we designate You agree to give the notices of
trade and service mark registrations that we specify and to obtain any fictitious or assumed name
registrations required under applicable law

C NOTIFICATION OF INFRINGEMENTS AND CLAIMS  You agree to notify us
immedrately of any apparent infringement or challenge to your use of any Mark, or of any person's claim
of any rights in any Mark, and not to communicate with any person other than us and our attorneys, and
your attorneys, regarding any infringement, challenge, or clam We may take the action we deemy
appropriate (including no action) and control exclusrvely any litigation, U.S Patent and Trademark Office
proceeding, or other administrative proceeding ansing from any frmmgement, challenge, or claim or
otherwise concerning any Mark You agree to sign any documents and take any other reasonable action
that, 1n the opinion of our attorneys, 1s necessary or advisable to protect and maintain our interests in any
litigation or Patent and Trademark Qffice or other proceeding or otherwise to protect and mamtan our
interests 1 the Marks We will reimburse you Yor your costs of taking any action that we have asked you
to take

D DISCONTINUANCE OF USE OF MARKS If 1t becomes advisable at any time for us and/or
you to modify or disconnnue using any Mark and/or 1o use one or more additionai or substitute trade or
service marks, you agree to comply with our directions within a reasonable time after receiving notice
We need not retmburse you for your direct expenses of changing your Business's signs or other materials,
for any loss of revenue due to any medified or discontinued Mark, or for your expenses of promoting a
modified or substitute trademark or service mark
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Our rights in this Section 5 D apply to any and all of the Marks (and any portion of any Mark)
that we authorize you to use n this Agreement We may exercise these nghts at any time and for any
reason, business or otherwise, that we think best You acknewledge both our right to take thrs action: and
your obhgation to comply with our directions

6 CONFIDENTIAL INFORMATION.

We and our affiliates possess (and will continue to develop and acquire) certain confidential
information, some of which constitutes trade secrets under apphcable law (the "Confidential
Information™), relating to developing and operating Businesses, including (without imitation) (1) ste
selection cmtena, (2) the Operations Manual, (3) the System Standards, (4) proprietary formulas,
marketing plans, market research, promotional, marketing and advertising programs for Businesses,
(5) knowledge of specifications for, and suppliers of, products and supplies, {6) any computer software or
similar technology which 1s prepriztary to us er our affihates; (7) knowledge of the operating results and
financial performance of Businesses other than your Business, and (8) your Business's customer list

You acknowledge and agree that you wilf not acquire any interest i Confidential Information,
other than the nght to use it as we specify in operating your Busmess during this Agreement's term, and
that Confidential Information 1s proprietary, mcludes our and owr affiliates’ trade secrets, and 1s disclosed
to you only on the conditton that you agree, and you m fact do agree, that you (a) will not use
Confidential Information n any other business or capacity, (b} will keep each item deemed to be past of
Confidential Information abselutely confidential, both during this Agreement's term and then thereafter
for as long as the 1tem 1s not generally known to the public, (c) will not make unauthorized copies of any
Confidential Information disclosed via electronic medium or in wntten or other tangible form, and
{d) wall adopt and smiplement reasonable procedures to yprevent unauthonzed use or disclosure of
Confidential Information, including, without timitation, restricting 1ts disclosure to your personnel, Sales
Representatives and others and wsing non-disclosure and non-competition agreements with those having
access to Confidential Information We have the nght to regulate the form of agreements that you use
and to be a third party bencficiary of those agreements with independent enforcement nghts

Confidential Information does not include information, knowledge, or know-how which you can
demonstrate lawfully came to your attention before we provided it to you directly or indwectly, which, at
the time we disclosed it to you, already had lawfully become generally known through publication or
communication by others (without violating an obhigation to us or our affiliates), or which, after we
disclose it to you, lawfully becomes geaerally knoww throughs publication or communication by others
(without violating an obligation to us or our affiliates) However, if we mclude any matter in Confidential
Information, anyone who claims that it 15 not Confidenbal Information must prove that one of the
exclusions provided in this paragraph 1s fulfilled

AN sdeas, concepts, techmques, or matenals relating 1o a Business, whether or not protectable
mtellectual property and whether created by or for you or your owners or employees, must be promptly
disclosed to us and will be deemed to be our and our affiliates’ sole and exclusive property, part of the
Franchise System, and works made-for-hie forwus and our affihates Toithe extent that any item does not
quahify as a "work made-for-hire” for us and our affiliates, by this paragraph you assign ownership of that
item, and all related nghts to that item, to us and our affilbates and agree to take whatever action
(including signing assignment or other documents) we request to evidence our and our affiliates’
ownership or to help us and our affiliates obtain intellectual property rights in the item
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7 EXCLUSIVE RELATIONSHIP

You acknowledge that we have granted yow the Franchise i consideration of and reliance upon
your agreement to deal exclusively with us You therefore agree that, during this Agreement's term,
neither you, any of your owners, nor any of your or your ewners' immediate family members will

(a) have any direct or indirect interest as an owner — whether of record, beneficially, or
otherwise — 1n a Competitive Business, wherever located or operating (except that equity ownership of
less than five percent (5%) of a Competitive Business whose stock or other forms of ownership interest
are pubhicly traded on a recogmized United States stock exchange will not be deemed to violate this

subparagraph),

(b) perform services as a director, officer, manager, employee, consultant, representative, or
agent for a2 Competitive Business, wherever located or operating,

©) recruit or hire any person then employed, or who was employed within the immediately
precedmg twenty-four (24) months, as a real estate broker at a Realty World® Business operated by us,
any of our affiliates, or a franchise owner without obtarming the employer's prior written permisston,

(d) divert or attempt to dwert any actual or potential busmess or customer of your Busmess
to a Competitive Business, or

(e) engage 1n any other activity which might injure the goodwill of the Marks and/or the
Realty World® Businesses

The term "Competitive Business™ means (i) any vteal estate brokerage busmess, or (n)any business
granting franchises or hcenses 1o others to operate real estate brokerage businesses {other than a Realty
World® Business operated under a franchise agreement with us)

8 BUSINESS OPERATIONS AND SYSTEM STANDARDS

A CONDITION AND APPEARANCE OF YOUR BUSINESS You agree that you will not use

any part of the Location for any purpose other than operating a Busmess m compliance with this
Agreement, and that you will place or display at the Location (intenior and exterior) only those signs,
emblems, designs, artwork, lettenng, logos and display and advertising matenals that we approve from
ttme to time You further agree to maintain, at your own expense, the condition and appearance of your
Business and the Location m accordance with the System Standards and consistent with the mnage of a
Business as an efficiently operated business offering high quality products and services and observing the
highest standards of cleanliness and efficient, courteous service

B PRODUCTS AND SERVICES YOUR BUSINESS OFFERS You agree that you (1) will
offer and sell from your Business the products and services that we permodically specify, (2) wall not offer
or sell at your Business, the Location or any other location any products or services we have not
authorized, and {3) will discontimue selling and offering . for sale any products or services that we at any
time disapprove

C MANAGEMENT OF YOUR BUSINESS Your Business shall be managed by a designated

manager who has completed our nitial training program to our satisfaction (the “Designated Manager™)

You (or one of your owners 1f you are an Entity) or your Designated Manager maust at all times hold a

valid state real estate broker hicense under whose license your Business will be conducted (the “Broker of

Record”) You will identify the Broker of Record on Exhibit C-1 or Exhibrt C-2 attached hereto Your
13
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Designated Manager, who may but does not need to be one of your owners, must work fulf-time at your
Busmess, to supervise the day-to-day operations of your Business and continuously exert lis/her best
efforts to promote and enhance your Business

D APPROVED PRODUCTS, SERVICES, AND SUPPLIERS We reserve the nght to
periodically designate and approve standards, specifications, suppliers and/or distnibutors of products and
services that we periodically authorize for use at your Business During this Agreement's term you must
purchase or lease all fixtures, products and services containing any Mark for your Business only
according o -our standards and specifications and, if we require, only from suppliers or distnbutors that
we designate or approve (which may inciude or be limited to us and/or our affikates) You acknowiedge
and agree that we do not provide any warranty to any products that we require you to purchase or lease
You further acknowledge and agree that we and/or our affiliates may derive revenue based on your
purchases and leases (includiag, without limitation, from charging you for products and services we or
our affiliates provide to you and from payments made to us or our affiliates by supplers that we designate
or approve for some or all of our franchisees)

If you want to use any products containing any of the Marks that we have not yet evaluated or
want to purchase any dem from a supplier or distributor that we have not yet approved (for items that we
require you to purchase from designated or approved suppliers or distnbutors), you first must submit
sufficient information, specifications and samples for us to determine wheiher ihe item comphies with our
standards and specifications or the supplier or distributor meets our criterta.  We may condition our
approval of a suppher or disiributor on requirements relanng to product quahty, prices, consistency,
rehability, financial capability, labor relations, chent relations, frequency of delivery, concentration of
purchases, standards of service (including prompt attention to complaints) or other cnitena We reserve
the night perodically to re-mspect the facilites and products of any approved supphier or distnbutor and
to revoke our approvat 1f the supplier or distributor does not contimue to meet our criteria

E COMPLIANCE WITH LAWS AND GOOD BUSINESS PRACTICES You must secure and
maintain in force throughout this Agreement's term all required hicenses, permits and certificates relating
to your Business's operation and operate your Business in full comphance with ail applicable laws,
ordinances and regulations You agree to comply and assist us in our comphance efforts, as applicable,
with any and all laws, regulations, Executive Orders or otherwise relating to anti-terronst activities,
including, without hmitation, the U S Patriot Act, Executive Order 13224, and related U S Treasury
and/or other regulations In connection with such compliance efforts, you agree not to enter into any
prohibited transactions and to properly perform any currency reporting and other activities relating to
your Business as may be required by us or by law You confirm that you are not listed in the Annex to
Executive Order 13224 and agree not to hure any person se listed or have any dealng with a person so
listed (the Annex 1s currently available at http /www treasury gov) You are solely responstble for
ascertaining what actions must be taken by you to comply with all such laws, orders and/or regulations,
and specifically acknowledge and agree that your imdemmification responsibilities as provided m
Section 16 D pertawn to your obligations hereunder.

Your Business must in all dealings with its clients, suppliers, us and the public adhere to the
highest standards of honesty, mtegnity, far dealing and ethical conduct. You agree to refrain from any
busmess or advertising prachice which mught injure our business or the goodwill associated with the
Marks or other Businesses You must notify us in writing within three (3) business days of (1) the
commencement of any action, suit or proceeding relating to your Business, (2) the 1ssuance of any order,
writ, injunction, award or decree of any court, agency or other governmental instrumentahity relating to
your Business, (3) any notice of violation of any law, ordinance or regulation refating to your Business,
and (4) receipt of any notice of complaint from the Better Business Bureau, any local, state or federal
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consumer affairs department or division, or any other government or independent third party (nvofving a
complaint from a customer or potenmal customer relating to your Business You must immediately
provide to us copres of any documentatron you recerve of events in (1) through (4) above and resolve the
matter 1 a prompt and reasonable manner i accordance with good business practices

F INSURANCE During the term of this Agreement you must mamntamn m force at your sole
expense comprehensive public, general and motor vehicle hability and errors and omissions 1nsurance,
each 1n the amount of Two Milhon Dollars (2,000,000 Dollars) per occurrence, against claims for bodily
and personal mpwy, death and property damage caused by or occurmng m connection with your
Business's operation, all containing the munsmum hiability coverage we prescribe from time to time We
may periodically increase the amounts of coverage required under these msurance policies and/or require
different or additional mnsurance coverages (including reasonable excess Tiability wnsurance) at any time to
reflect inflation, identification of new risks, changes in law or standards of hability, higher damage
awards or other relevant changes 1n circumstances These msurance policies must name us and any
affiliates we designate as additional named insureds and provide for thirty (30) days' prior written notice
to us of a policy's matenal modification, cancellation or expiration You routinely must furnish us copies
of your Certificate of Insurance or other evidence of your mamtaimng thus insurance coverage and paying
premiums If you fail or refuse to obtain and maintain the msurance we specify, i addrtion to our other
remedies, we may (but need not) obtain such insurance for you and your Busmess on your behalf, in
which event you shall cooperate with us and reymburse us for all premiums, costs and expenses we incur
in obtaining and maintaining the insurance, plus a reasonable fee for our time incurred in obtamning such
insurance

G COMPLIANCE WITH SYSTEM STANDARDS You acknowledge and agree that operating
and mamtaimng your Business according to Systemn Standards are essential to preserve the goodwill of

the Marks and the goodwill of ail Businesses Therefore, you agree at all imes to operate and mamtain
your Business according to each and every System Standard, as we periodically modify and supplement
them Though we retain the right to establish and periodicaily modify System Standards which you have
agreed to mamtam m the operation of your Busness, you retam the right and sole responsibihity for the
day-to-day management and operation of your Business and the implementation and maintenance of
System Standards at your Business System Standards may regulate any aspect of your Business's
operation and maintenance, mcluding, but not hunited to, any one or more of the following (1) sales,
marketing, advertising and promotional programs and materials and media used in these programs, (2)
staffing levels for your Business and employee qualifications, training, and appearance (although you
have sole responsibility and authortty concerming employee selectron and promotion, hours worked, rates
of pay and other benefits, work assigned and working conditions}), (3) use and display of the Marks; (4}
days and hours of operation, (5) partictpation in market research, (6) terms of the chient contracts,
(7) bookkeeping, accounting, data processing and record keeping systems and forms, formats, content and
frequency of reports to us of sales, revenue, and financial performance and condition, and (8) any other
aspects of operating and mantaining your Business that we determine to be useful to preserve or enhance
the efficient operation, image or goodwill of the Marks and Businesses

You agree that System Standards we prescivbe mn the Operations Manual, or otherwise
communicate to you i writing or another form, are part of this Agreement as if fully set forth within 1ts
text All references to this Agreement include all System Standards as periodically modified You
acknowledge that our periodic modification of the System Standards (including, without limitation,
changes to the hardware and software required for the Computer System), which may accommodate
regional and/or locab varnations, may obligate you to invest additional capital mn your Business and/or
mcur higher operating costs
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We have the right to operate, develop, and change the System Standards in any manner that 1s not
spectfically prohibited by this Agreement Whenever we have reserved in this Agreement a right to take
or to withhold an action, to grant or decline to grant you a right to take or withhold an action, or to
provide or withhold approval or consent, we may, except as otherwise specifically provided i this
Agreement, make our decision or exercise our nghts based on information readily available to us and on
our judgment of what 1s i our and/or the best interests of the Realty World® Businesses and the Marks
at the time our deciston 1s made

H AFFILIATED VENDORS You agree to be a member of the relocation program designated by
us You acknowledge and agree that we have and will, at our option, continue to have affihates that offer
products or services to you or your chents Even if we do not designate such affihate as the sole supplier
of such products or services, you agree to use your best efforts to purchase products and/or services from
such affihate You also agree 1o use your best efforts to refer such affiliate to your clients

I MEMBERSHIP IN MULTIPLE LISTING SERVICE, INTERNET DATA EXCHANGE
You must join the local multiple hsting service (“MLS”) that encompasses the geographic area
surrounding the Location and remain a member 1n good standing of such MLS throughout the term of this
Agreement You must ensure that each of your Sales Representatives, whether they are your employees or
independent contractors, also satisfy this requirement Subject to apphcable law and the rules of the
apphcable MLS, you must provide us with access to the MLS so that we can obtain a histings data feed
and provide an Internet Data Exchange (IDX) search on our Franchise Systcm Website (defined in
Section 9 C) and mobile app and such other websites and apps as we deem necessary You must pay any
fees the MLS charges for providing the IDX search on the products we specify

9 ADVERTISING.

A NATIONAL ADVERTISING AND PROMOTIONAL FUND We have established a
National Advertising and Promotional Fund for Realty Warld® Businesses (the "National Advertising

and Promotional Fund") We will use the National Advertising and Promotional Fund for advertising,
marketing, and public relations programs and materials we deesn appropnate Neither we nor our
affiliates currently operate any Realty World® Businesses However, any Realty World® Businesses
that we or our affiliates may own in the United States (but not elsewhere) in the future will contribute to
the National Advertising and Promotional Fund on the same percentage basis as franchise owners

We will direct all programs that the National Advertising and Promotional Fund finances, with
sole control over the creative concepts, materials, and endorsements used and their geograpinc, market,
and media placement and allocation The Natronal Advertising and Promotional Fund may pay for
prepartng and producing video, audio, and wntten matenals and electromc media for vanous forms of
media (including, without limitation, television, radio, magazines, newspapers, direct mail, and email),
developing, implementing, and maintaining a Franchise System Website (as defined in Section 9C
below) and/or related strategies, admimistering regional and multi-regienal marketing and advertising
programs, mcluding, without hmitation, advertising for solicitation of new franchisees and sales
representatives, purchasing trade journal, direct mau, and other media advertising, using advertising,
promotion, and marketing agencies and other advisors to provide assistance, conducting market research,
conducting social media campaigns, online lead generation, referral programs, real estate listing
enhancement costs and subsidies, listing distribution arrangements, regional and national Franchise
System events and related activities, social media development and training, awards, lead management
system development, maintenance, and updates, customer ([oyalty programs, brand extension,
development, and marketing, agent recruiting inittatives, and supporting public relations, market research,
direct sales tools, websites, and other advertising, promotion, and marketing activities The National
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Adverismg and Promotionafl Fund to which you conmbute perrodicafly wilf give you samples of
advertising, marketing, and promotional formats and materials at no cost We will sell you multiple
copies of these matenals at our direct cost of producing them, plus any related shipping, handling, and
storage charges

We will account for the National Advertising and Promotional Fund separately from our other
funds and not use the National Advertising and Promotional Fund for any of our general operating
expenses However, we may use the National Advertising and Promotional Fund to pay the reasonable
salaries and ‘benefits of personnel who manage and admunister the National Advertising and Promotional
Fund’s and other admimstrative costs, iravel expenses of personnel while they are on fund business,
meeting costs, overhead relating to National Advertising and Promotional Fund business, and other
expenses that we incur in activities reasonably related to admunistering or dwecting such National
Advertising and Promotiopal Fund and its programs, mcluding, wathout himitation, conducting market
research, public refations, preparing advertising, promotion, and marketing matenals, and coflecting and
accounting for National Advertising and Promotional Fund Contributions

The National Advertising and Promotional Fund wilf not be our asset  The National Advertising
and Promonional Fund is not a trust We do not owe any fiduciary obligation to yow for administering the
National Advertising and Promotional Funds or any other reason We will hold all National Advertising
and Promotional Fund' Contmbutions for the benefit of the contrmbutors and use centributiens for the
purposes described n this Section 9 A The National Advertising and Promotional Fund may spend n
any fiscal year more or less than the total National Advertising and Promotional Fund Contributions 1n
that year, borrow from us or others (paying reasonable interest) to cover deficits, or invest any surplus for
future use  We will use all interest earned on the National Advertising and Promotional Fund
Contribations 10 pay costs' before usmng the Natonal Advertising and Promotional Fund's other assets
We will prepare an annual, unaudited statement of National Advertising and Promotional Fund
collections and expenses and give you the staterment upon written request We may have the National
Advertising and Promotional Fund audited annually, at the Nationai Advertisig and Promotional Fund's
expense, by an mdependent certified public accountant. We may incorporate the National Advertising
and Promotional Fund or operate 1t through a separate enuity whenever we deem appropriate The
successor entity will have all of the rights and duties specified in this Section 9 A

We ntend for the National Advertising and Promotional Fund to mexwmze recognition of the
Marks and patronage of Realty World® Businesses contributing to the National Adverusmg and
Promotional Fund Although we will try to use the National Advertising and Promotional Fund to
develop advertising and marketing materials and programs, and to place advertising and marketing, that
will benefit all Realty World® Businesses. contributing to the National Advertising and Promotional
Fund, we need not ensure that National Advertising and Prometional Fund expenditures in or affecting
any geographic area are proportionate or equivalent to National Advertising and Promotional Fund
Contributions by Realty World® Businesses operating in that geographic area or that any Business
benefits directly or 1 proportion to its Natiomal Advertising and Promotional Fund Comtribution from the
development of advertising and marketing materials or the placement of advertising and marketing We
have the nght, but e cebligatton, to use collection agents and institute legal proceedings to collect
National Advertising and Promotional Fund Contributions at the National Advertising and Promotional
Fund's expense We also may forgive, waive, settle, and compromise all claims by or agamnst the Natonal
Advertising and Promotional Fund Except as expressly provided in this Section 9 A, we assume no
direct or indirect hability or obligation to you for collecting amounts due to, maintaining, directing, or
admmmstermg the National Advertising and Promotional Funds
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We may at any time defer or reduce contributions of a Realty World® Business franchise owner
and, upon thirty (30) days' prior notice to you, reduce or suspend National Advertising and Promotional
Fund Contributions and operations for one or more pertods of any length and termunate (and, if
termmated, reinstate) the National Advertismg and Promotional Fund: If we terminate the Natnonak
Advertising and Promotional Fund, we will distribute all unspent monues to our franchise owners who
contribute to the National Advertising and Promotional Fund, and 1o us and our affiliates, in proportion to
their, and our, respective Fund contnibutions during the preceding twelve (12) month period

B LOCAL ADVERTISING You must promote your Business by spending on local advertising,
marketing, and promotions within the area reasonably surrounding the Locanon (“Yeur Local
Advertising”) a monthly amount for each Sales Representative in the amounts set forth on Exhibit C-1
(Percentage Fee Basis Plan) or Extubit C-2 (Flat Fee Basis Plan) attached hereto in addition to the
National Advertising and Promotional Fund Contribution. Upon our request, you will provide to us a
report documenting all of Your Local Advertising expenses If you fail to make the expenditures required
under this Section 9 B, we may require that you contribute the amount you failed to spend to the National
Advertising and Promotional Fund You acknowledge that pursuant to Section 11 B (Our Right to Audit),
we may examine your (if you are an Enfity) and your Business's business, bookkeeping, and accounting
records, sales and income tax records and returns, and other records related to Your Local Advertising

You agree to list and advertise your Business in at least one (1) recommended classified
telephone directory distributed within your Business's market area (i the business classifications we
prescribe from time to time) and to use form of classified telephone directory advertisement approved by
us If other Realty World® Businesses are located within the directory's distribution area, we may
require you to participate in a collective advertisement with those other Realty World® Businesses and to
pay your share of that collective advertisement  Your Local Advertising and promotion must foliow our
guidelines You may not develop, maintain, or authorize any Website that mentions or describes you or
your Busmess or displays any of the Marks without our prior wntten consent You also agree to
participate, at your cost, n any direct mail program that we implement and to use an online lead
generation service

You agree that your advertising, promotion, and marketing will be completely clear, factual, and
not misleading and conform to both the highest standards of ethical advertising and marketing and the
advertising and marketing policies that we prescribe from fime to ime Before you use them, you agree
to send us for approval samples of all advertismg, promotional, and marketing materials which we have
not prepared or previously approved You may not use any advertising, prometional, or marketing
materials that we have not appraved or have disapproved.

C WEBSITES

(1)  Approved Website You must establish a Website at your sole expense
that mentions or describes you or your Business or displays any of the Marks
(“Approved Website”) You may not register any Internet domain names that include
any of our Marks, wmcluding “Realty World” name, except that you may register a
domain name that contains the “Realty World” name 1f it 15 a name that we have
approved for your Busimess At our option, we may register a domain name containng
the Marks and hcense to you the nght to use such domam name for the Approved
Website during the term of the Agreement, provided that you are 1n full compliance with
the Agreement and the System Standards You agree that we shall have final approval
right over all content of the Approved Websrte and all links contaned m the Approved
Website You must also provide a hink to the Franchise System Website (as defined
below) on your Approved Website Notwithstandmg anythimg to the contrary contaimed
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herein, you acknowfedge and agree that we may terminate your obfigation and nght to
mamtain an Approved Website at any tume and require you to mamntamn a webpage on
the Franchise System Website [f you desire to establish any Website, other than the
Approved Website, usmg any of our Marks, yow must obtain- our prier written consent
You must follow any guidehines we provide regarding content of and use of the Marks in
connection with, Websites describmg Realty World® Businesses You must also
require each Sales Representative at your Realty World® Business to have a website
and you will provide us with the email address for each Sales Representative at your
Realty World® Busimess

(2)  Franchise System Website We have established a Website to advertise,
market, and promote Realty World® Businesses, the products and services that they
offer and sell, and/or the Realty World® Business franchise opportunity (2 "Franchise
System Website") We will maintain the Franchise System Website and may use the
National Advertising and Promotional Fund's assets to develop, maintain, and update the
Franchise System Website You also must pay an annual fee for the Franchise System
Website We periodically may update and modify the Francluse System Website
(including your webpage) You acknowledge that we have final approval nghts over all
information on the Franchise System Website (including your webpage) We may, but
are not obligated to, provide you with a webpage on the Franchise System Website that
references your Business If we provide yow with a webpage or the Franchise System
Website, you must (1) provide us the information and materials we request to develop,
update, and modify your webpage, (1) notify us whenever any information on your
webpage 15 net accurate, (1) 1f we give you the night to modify your webpage, notify us
whenever you change the context of your webpage, and (1v) pay our then current wtial
fee and monthly maintenance fee for the webpage We will own all intellectual property
and other rights in ithe Franchise System Webstte, mcledmg your webpage, and all
information they contain (including, without limutation, the domain name or URL for
your webpage, the log of "hiis" by visttors, and any personal or business data that
visitors supply)

Even if we provide you a webpage on our Franchise System Website, we will only

maintain such webpage while you are in full compliance with this Agreement and all System
Standards we implement (including, without limitation, those relating to the Franchise System
Website) If you are m default of any obligation under #ius Agreement or our System Siandards,

then we may, 1n addition to our ether remedies, tempeoranly remove your webpage from the
Franchise System Website unti} you fully cure the default We will permanently remove your

webpage from the Franchise System Website upon this Agreement's expiration or termination
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D SALES REPRESENTATIVE MARKETING Subject to our right to approve advertising
matersals and use of the Marks under this Agreement, your Sales Representative may create Websites and
other marketing materials that assist in the furtherance of their activities for your Business You
acknowledge and agree that your Sales Representatives will comply with eur guirdelines with respect to
the use of our Marks In the event any of your Sales Representative ceases to be an independent
contractor for your Business for any reason, yow must ensure that such Sales Represemtative immediately
ceases to use all Marks and removes all Marks from any and all marketing materials used by such Sales
Representative  Without hmiting the foregoing, you acknowledge and agree that you must cause such
Sales Representative to cease usmg the names ‘Realty World” and “RW” and any denivative thereof in
any manner, including use of such names as part of any domain name, mternet address or email address

i0 RECORDS, REPORTS, AND FINANCIAL STATEMENTS

You agree to establish and marntain at your own expense a bookkeeping, accounting, and
recordkeeping system conforming to the requirements and formats we prescribe from time to time We
may require you to use a Computer System to maintain certain sales data and other mformation You
agree to give us in the manner and format that we prescribe from time to time.

(a) on or before the twenty-fifth (25") day of each calendar month, a report on your Gross
Revenue of each Sales Representative during the preceding calendar month and the number of
transactions closed;

®) on or before the twenty-fifth (25") day of each calendar month, a hsting of all Sales
Representatives affihated with yeur Business,

©) within ninety (90) days after the end of each fiscal year, annual profit and loss and source
and use of funds statements and a batance sheet fer your Business as of the end of that fiscal year,
prepared 1n accordance with generally accepted accounting principles We reserve the nght to require that
you have these financial statements and the financial statements of any prior fiscal years certified and/or
audited by an independent accounting firm approved by us in wnting,

(d) within ten (10) days after our request, exact coptes of federal and state income tax
returns, sales tax returns, and: any other forms, records, books, and other information we periodically
require relating to your Business and the Franchise,

(e) on or before the twenty-fifth day (25™) day of each calendar month, a report from your
local real estate broker association histing all of the real estate agent affiliations,

® within ten (10) days after our request, the MLS roster for your Business along with MLS
records reflecting 2l listings and sales activity for your Business during the immediately preceding twelve
(42) month period, and

@ within ten {10) days after our request, any other wnformation we request regarding you
and your Business in the format we require

You agree to verify and sign each report and financial statement in the manner we prescnbe We may
disclose data derived from these reports and other information submitted by you Moreover, we may, as
often as we deem appropnate (incfuding on a daify basis), access the Computer System and retrieve all
information refating to your Business's operation You agree to preserve and mawntain all records i a
secure location at your Business for at least three (3) years (including, but not hhmrted to, sates checks,
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purchase orders, mvoices, payrofl records, customer fists, check stubs, sales tax records and returns, cash
recepts and disbursement journals, and general ledgers)

11 INSPECTIONS AND AUDITS.

A OUR RIGHT TO INSPECT YOUR' BUSINESS To determine whether you and your
Business are complying with this Agreement and all System Standards, we and our designated agents or
representatives, may at all times and without prior notice to you (1) inspect your Bustness,
(2) photograph your Busmess and observe and videotape your Busmess's operation for consecutive or
intermittent periods we deem necessary, (3) remove samples of any products and supplies, (4) interview
your Business's personnel and Sales Representatives, (5) interview customers, and (6) mspect and copy
any books, records, and documents relating to your Business's operation  You agree to cooperate with us
fully If we exercise any of these nghts, we will not imnterfere unreasonably with your Business's

operation

B OUR RIGHT TO AUDIT We may at any time during your business hours, and without prior
notice to you, exanune your (1f you are an Entity) and your Business's business, bookkeeping, and
accounting records, sales and mncome tax records and returns, and other records You must cooperate
fully with our representatives and independent accountants 1n any examination I any examipation
discloses an understatement of your Business's Gross Sales, you must pay us, within fifteen (15) days
after receiving the examination repori, any Royalty Fees and National Advertising and Promottonal Fund
Contrtbuttons due on the amount of the understatement, plus our service charges and interest on the
understated amounts from the date onginally due until the date of payment Furthermore, 1f an
exanunation 18 necessary due to your farlure to furnish reports, supporting records, or other information as
required, or 1o furnish these rtems on a timely basis, or 4f our examination reveals an understatement
exceeding five percent (5%) of the amount that you actually reported to us for the period examined, you
must rexmburse us for the costs of the exammation, ncluding, without limitation, the charges of attomeys
and independent accountants and the travel expenses, room and board, and compensation of our
employees These remedies are in addition to our other remedies and rights under this Agreememt and
applicable law

12 TRANSFER.

A BY US You acknowledge that we mamntam a staff to manage and operate the franchise system
for the Realty World® Businesses and that staff members can change as employees come and go You
represent that you have not signed this Agreement 1n rehiance on any particular shareholder, member,
drector, officer, or employee remawning with us in that capacity We may change our ownership or form
and/or assign this Agreement and any other agreement to a third party without restriction

B BY YOU Youunderstand and acknowledge that the nghts and duties this Agreement creates are
personal to you (or to your owners if you are an Entity) and that we have granted you the Franchise m
reliance upon our perceptions of your (or your owners') individual or collecuve character, skill, aptitude,
attitude, busmess ability, and financial capacity Accordingly, neither this Agreement (or any interest in
this Agreement), your Business or substantially all of 1ts assets, any ownership wmnterest 1 you (regardless
of its s1ze), nor any ownership interest in any of your owners (if such owners are legal entities) may be
transferred without our prior written approval A transfer of your Business's ownership, possession, or
control, or substantially all of 1ts assets, may be made only with a transfer of this Agreement Any
transfer without our approval is a breach of tius Agreement and has no effect In thus Agreement, the term
"transfer” includes a voluntary, involuntary, direct, or indirect assignment, sale, gift, or other disposition
of any mterest in this Agreement, you or substantially all of the assets of your Busmess Without limiting
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the foregoing, you may not, without our prior written consent, pledge this Agreement (to someone other
than us) or of an ownership interest in you or your owners or transfer of an interest m this Agreement or
substantially all of the assets of your Business 1n a divorce, msolvency or entity dissolution proceeding

C CONDITIONS FOR APPROVAL OF TRANSFER If you (and your owners) are in full
compliance with thus Agreement, then, subject to the other provisions of this Section 12, we will approve
a transfer that meets all of the requirements n this Section 12 C A non-controlling ownership interest in
you or your owners (determined as of the date on which the proposed transfer will occur) may be
transferred if the proposed transferee and its direct and wrdirect owners (if the transferee is an Entity) are
of good character and meet our then applicable standards for Business franchise owners (including no
ownership interest i or performance of services for a Competitive Business) If the proposed transfer 1s
of this Agreement or a controlling ownership interest in you or one of your owners, or is one of a senes of
transfers (regardless of the tume period over which these transfers take place) which in the aggregate
rransfer this Agreement or a controtiing ownership interest in you or one of your owners, then all of the
following conditions must be met before or concurrently with the effective date of the transfer

(Iy the transferee has sufficient business experience, aptitude, and financial
resources to operate your Busness,

(2)  you have paid all Support Fees, Royalty Fees, and National Advertismng
and Promotional Fund Contetbutions, and other amounts owed to us, our affiliates, and
third party vendors, have submtted all required reports and statements,

(3)  you have not violated any provision of this Agreement or any other
agreement with us during both the sixty (60) day period before you requested our
consent to the transfer and the period between your request and the effective date of the
transfer,

(4) neher the transferee nor its owners (if the transferee 1s an Entity) or
affiliates have an ownership interest (direct or ndirect) w or perform services for a
Competitive Business,

(5) the transferee (or its managing owner) satisfactorily complete our
traiming program,

(6)  your landiord allows you to transfer the Lease or sublease the Locatton to
the transferee;

(7)  the transferee agrees (if the transfer 1s of this Agreement), 1If we
determine 1s necessary, to upgrade, remodel, and refurbish your Business 1n accordance
with our current requrements and specifications for Busmesses within forty-five (45)
days afier the effective date of the transfer (we will adwise the wansferee before the
effective date of the transfer of the specific actions that 1t must take within this time

perted),

(8)  the transferee shall Gf the transfer is of this Agreement), or you shall (if
the transfer 1s of a controlling ownership interest 1n you or one of your owners), sign our
then current form of franchise agreement and related documents, any and all of the
provisions of which may differ matenally from any and all of those contained 1n this
Agreement,
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(9)  yow pay us a transfer fee of $3,500,

(10) you (and your transferring owners) sign a general release, in a form
satisfactory to us, of any and alll claims against us and our owners, officers, directors,
employees, and agents,

(11) we have determuined that the purchase price and payment terms will not
adversely affect the transferee's operation of your Business,

(12) f you or your owners finance any part of the purchase price, you and/or
your owners agree that all of the transferee's obligations under promissory notes,
agreements, or secunty mterests reserved in your Busmess are subordinate to the
transferee's obligation to pay Support Fees, Royalty Fees, Fund contrnibutions, and other
amounts due to us, our affilrates, and third party vendors and otherwise to compty with
this Agreement,

(I3) you and your transferring owners wilf not, for a period of two (2) years
after the sale of your Business {or ownershp interest m you), directly or mdirecily,
compete with, or solicit sales representatives or clients of, your Business, and

(14) you and your transferring owners will not directly or indirectly at any
fume or m any manner {except with respect to other Realty World® Busmnesses you own
and operate) identify yourself or themselves or any business as a current or former
Realty World® Business or as one of our franchise owners, use any Mark, any
colorable umutation of a Mark, or other indicia of a Realty World® Business i any
manner or Yor any purpose, or utilize for any purpose any trade name, trade or service
mark, or other commercial symbol that suggests or indicates a connection or association
wath us

We may review all informaton regarding your Business that you give the transferee, correct any
information that we believe 1s naccurate, and give the transferee copies of any reports that you have
given us or we have made regarding your Business We will not approve any transfer that we determine
1s not a bona fide arms length transfer or i1s not being consummated n good faith by you and the
transferee

Our consent to a transfer of this Agreement and your Business, or any interest in you or your
owners, 1s not a representation of the fairness of the terms of any contract between you and the transferee,
a guarantee of your Business's or transferee's prospects of success, or a wairver of any claims we have
against you (or your owners) or of our right to demand full compliance by you and the transferee with this
Agreement

D TRANSFER TO A WHOLLY-OWNED CORPORATION OR LIMITED LIABILITY
LCOMPANY Notwithstandmg Sectten 12 C above, 1f you are 1n full compliance with this Agreement,
you may transfer this Agreement to a corporation or limited hiability company which conducts no
busmess other than yowr Business and, af applicable, other Busmmesses, wmm which you maimntain
management control, and of which you own and control one hundred percent (100%) of the equity and
voting power of all issued and outstanding ownership interests, provided that all of your Business's assets
are owned, and your Business's business 1s conducted, only by that single corporation or himited liabifity
company The corporation or limited liability company must expressly assume all of your obligations
under this Agreement You agree to remain personally hable under this Agreement as 1if the transfer to
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the corporation or fimmted frabihity company did not occur and sign tie form of consent to assignment and
assignment to corporate entity satisfactory to us which may mclude a general release of any and all claims
against us and our owners, officers, directors, employees and agents You further agree to provide us
with all organizational documents for the corporatron or hmited liability company that we require

E YOUR DEATH OR DISABILITY

(1)  Transfer Upon Death or Disabihity Upon your or any of your owners’

death or disability, your or your owner’s executor, administrator, conservator guardian,
or other personal represemtative must transfer your anterest in this Agreement, or the
owner’s ownership interest 1n you, to a third party (which may be your or your owner’s
heirs, beneficiaries, or devasees) That transfer must be completed within a reasonable
time, not to exceed mine {9) months from the date of death or disability, and 1s subject to
ali of the terms and conditions sa this Sectaion 12 The term "disabilty” means a mental
or physical disability, impairment, or condition that 1s reasonably expected to prevent or
actually does prevent you or your owner from supervising your Business's management
and operation

(2) Operattion Upon Death or Disability If, upon your Designated

Manager’s death or dysability, a manager approved by us 1s not managing your Business,
you must appoint a manager within thirty (30) days of the date of death or disability
The manager must complete our standard training program at your expense A new
Designated Manager acceptable to us also must be appointed for your Business within

thurty (30) days

F OUR RIGHT OF FIRST REFUSAL If you (or any of your owners) at any time determine to
sell or transfer for consideration an interest i this Agreement and your Business, or an ownership interest
in you (except to or among your current owners, which 1s not subject to this Section i2F), in a
transaction that otherwise would be allowed under Sections 12 B and 12 C above, you {(or your owners)
agree to obtain from a responsible and fully disclosed buyer, and send us, a true and complete copy of a
bona fide, executed written offer (which may include a letter of intent) relating exclusively to an interest
1n you or 1n this Agreement and your Business The offer must mclude details of the payment terms of
the proposed sale and the sources and terms of any financing for the proposed purchase price To be a
valid, bona fide offer, the proposed purchase price must be in a dollar amount, and the proposed buyer
must submit with is offer an earnest money deposit equal to five percent (5%) or more of the offering
price The right of first refusal process will not be triggered by a proposed transfer that would not be
allowed under Sections 12 B and 12 C above We may require you (or your owners) to send us copies of
any materials or information sent to the proposed buyer or transferee regarding the possible transaction

We may, by written notice delivered 1o you or your selling owner(s) within tirty (30) days after
we receive both an exact copy of the offer and all other .information we request, €lect to purchase the
interest offered for the price and on the terms and conditions contained 1n the eoffer, provided that (1) we
may substitute cash for any form of payment preposed 1n the offer, (2) our credit will be deemed equal 1o
the credit of any proposed buyer; (3) we will have an additional thirty (30) days to prepare for closing
afier notifying you of our election to purchase, and (4) we must recetve, and you and your owners agree
to make, all customary representations and warranties given by the seller of the assets of a business or the
ownership interests in a legal entity, as applicable

If we exercise our nght of first refusal, you and your selimg owner(s) (and your and ther
immediate family members) agree that, for two (2) years beginning on the closing date, you and they will
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be bound by the non-competition covenam contamed m Section 5D below We have the unrestricted
nght to assign this nght of first refusal to a third party, who then will have the rights described 1n this
Section 12 F If we do not exercise our nght of first refusal, you or your owners may complete the sale to
the proposed buyer on the ongmal offer's terms, but only if we otherwise approve the transfer in
accordance with, and you (and your owners) and the transferee comply with the conditions 1n, Sections
12 B and 12 C above

If you do not complete the sale to the proposed buyer within sixty (60) days after we notify you
that we do not mntend 1o exercise our maght of first refusal, or if there is a material change in the terms of
the sale (which you agree to tell us promptly), we or our designee will have an additional right of first
refusal during the thirty (30) day period following either the expiration of the sixty (60) day period or our
receipt of notice of the material change(s) m the sale's terms, either on the terms onginally offered or the
modified terms, at our or our designee's option

13 EXPIRATION OF THIS AGREEMENT
A YOUR RIGHT TO ACQUIRE A SUCCESSOR FRANCHISE When this Agreement

expires

(1Y if you (and each of your owners) have substantially complied with this
Agreement during its termy; and

(2) provided that (a) you maintain possession of and agree (regardless of
cost) to remodel and/or expand your Busmess, add or replace improvements and
Operating Assets, and otherwise modify your Business as we require to comply with
System Standards then apphicable for new Busmesses, or (b) at your option, you secure a
substitute premises that we approve and you develop those premises according to
System Standards then applicable for Businesses,

then you may acquire a successor franchise to operate your Business as a Realty World® Business for an
additional term of five (5), seven (7), ten (10), fifteen (15) or twenty (20) years, at your option You
agree to sign the franchise agreement we then use to grant franchises for Realty World® Businesses
(modified as necessary to reflect the fact that » 1s for a successor franchise), which may contain
provisions that differ materially from any and all of those contained i this Agreement, provided that you
will pay a renewal fee of One Thousand Five Hundred Dollars (§1,500) and we will waive the mitial
franchise fee

B GRANT OF A SUCCESSOR FRANCHISE You agree to give us written notice of your
election to acquire a successor franchise no more than three hundred sixty (360) days and no less than one
hundred eight (180) days before this Apreement expires if you faii to notify us of your election 1o
acquue a suaccessor franchise wathin the prescribed time period, we need not grant you a successor
franchise We agree to give you written notrce ("Our Notice”), not more than thirty (30) days after we
receive your notice, of our decision

(1)  to gramt you a successor franchise,

(2) to grant you a successor franchise on the condition that you correct
existing deficiencies of your Business or in your operation of your Business,
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(3)  not to grant you a successor franchise based on our determination that
you and your owners have not substantially complied with this Agreement during its
term or were not in full compliance with this Agreement and all System Standards on
the date you gave us written notice of your election to acquire a successor franchise, os

(4)  not to grant you a successor franchise because we no longer maintam a
franchise program for Businesses

If we elect not to grant you a successor franchise, Our Notice will describe the reasons for our decision
if we elect to grant you a successor franchise, your nght to acquire a successor franchise 1s subject to your
full comphance with all of the terms and conditions of this Agreement through the date of its expiration,
an addwionto your compliance with the obligations described m Qur Notice, which may include actions to
cure any operating defictencies or to bring your Business into complhiance with then apphcable System
Standards

C AGREEMENTS/RELEASES If you satisfy all of the other conditions for a successor
franchise, you and your owners agree to execute the form of franchise agreement and any ancillary
agreements we then customarily use in granting franchises for Busmesses (modified as necessary to
reflect the fact that it 1s for a successor franchise), which may contain provisions that differ materially
from any and all of those contained n thas Agreement You and your owners further agree to sign general-
releases, 1n a form satisfactory to us, of any and all claims against us and our owners, officers, directors,
employees, agents, successors, and assigns

D OUR RIGHT TO SOLICIT SALES REPRESENTATIVES You acknowledge and agree that
sf you fail to give us with wnitten notice of your election to acquire a successor franchise one hundred
eight (180) days prior to the expiration of this Agreement or 1f you give us wntten notice that you do not
elect to acqure a successor franchise, we may immedately commence to solicit your Sales
Representatives and other employees for other Realty World® Businesses or any other business

14 TERMINATION OF AGREEMENT

We may ferminate this Agreement, effective upon delivery of wriilen notice of termmation fo
you, if

(1y you (or amy of your owmers) have made or make any material
misrepresentation or omission in acquiring the Franchise or operating yoar Business;

(2)  you do not open your Business for business within the time frame set
forth in Section 2 D,

(3)  you (or your Designated Manager) do not satisfactorily complete imtial
rAImIRE,

(4)  you abandon or fail actively to operate your Business for tharty (30) or
more consecutive days, tinless you clese your Business for a purpose we approve;

(5)  you surrender or transfer control of your Business's operation without our
prior written consent,

(6)  you (or any of your owners) are or have been convicted by a trial court
of, or plead or have pleaded no contest or guilty to, a felony,
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(7)  you fail to maintain the msurance we require and do not correct the
farlure within ten (10) days after we deliver written notice of that failure to you;

(8) you (or any of your owners) engage in any dishonest or unethicalf
conduct which, m our opinion, adversely affects your Busmess's reputation or the
goodwill associated with the Marks,

(9) you (or any of your owners or, if one or more of your owners 1s an
Entity, the owner of a contrelling imterest m that Entity) make or attempt to make an
+mauthonzed assignment of this Agreement, an ownershup nterest mn you (or your
owner), or your Business,

(10) you lose the right to occupy the Location or relocate to another location
without gur prior written conseat;

(11) you (or any of your owners) knowingly make any unauthorized use or
disclosure of any part of the Operations Manuaf or any other Confidentiaf Information,

(12) you violate any law, ordinance, rule or regulation of a governmental
agency 1n connection with the operation of your Business and fal to correct such
violation within seventy-two (72) hours after you recerve notice from us or any other

party,

(13) you fail to pay us (or our affiliates) any amounts due and do not correct
the Tarlure withm ten (10) days afier we deliver written notice of that fasture to you,

(14) you fail to pay when due any federal or state income, service, sales, or
other taxes due on your Business's operation, unless you are in good faith contesting
your liability for these taxes;

(15) you understate your Sales Representatives’ Gross Revenue three (3)
times or more during this Agreement's term or by more than five percent (5%) on any
one occaston,

(16) you fail to report the accurate number of Sales Representative three (3)
times or more during this Agreement’s term,

(17) you (or any of your owners) (a) fail on three (3) or more separate
occasions within any twelve (12) consecutive month period to comply with this
Agreement, whether or not we notify you of the failures, and, if we do notify you of the
fanlures, whether or mot you correct ithe farlures after our delivery of notice to you, or
(b) farl on two (2) or more separate occasions within any six (6) consecutive month
period to comply with the same obligation under this Agreement; whether or not we
notufy you of the fadures, and, 1f we do noufy you of the fazlures, whether or not you
correct the failures after gur delrvery of natice to you,

(18) you make an assignment for the benefit of creditors or admit in writing
your tnsolvency or ability to pay your debts generally as they become due, you
consent to the appointment of a receiver, trustee, or liguidator of all or the substantial
part of your property, your Business 1s attached, seized, subjected to a writ or distress
warrant, or levied upon, unless the attachment, seizure, wnit, warrant, or levy 1s vacated
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within thirty (30) days, or any order appointing a recetver, trustee, or iquidator of you
or your Business 1s not vacated within thirty (30) days following the order's entry;

(19) you file a pention in bankruptcy or a petition in bankruptcy is filed
against you,

(20) you (or any of your owners) fail to comply with anti-terrorism laws,
ordinances, regulations and Executive Orders,

{21) your rea) estate license 1s suspended or revoked,

(22) you fail to meet the Sales Representative Quota and do not correct the
fakure within nmety (90) days after we deliver written notice of the failure to you,

{23) you (or any of your owners) fad to comply with any other provision of
this Agreement or any System Standard and do not correct the failure within thirty (30)
days after we deliver written notice of the failure to you, or

(24) You fail te comply with any other agreement with us or our affihate and
do not correct such failure within the applicable cure period, 1f any

15 OUR AND YOUR RIGHTS AND OBLIGATIONS UPON TERMINATION OR
EXPIRATION OF THIS AGREEMENT

A PAYMENT OF AMOUNTS OWED TO US You agree to pay us within fifteen (15) days after

this Agreement expares or 1s termunated, or on any later date that we determine the amounts due to us all
amounts owed to us (and our affiliates) which then are unpaid

B DEIDENTIFICATION When this Agreement expires or 1s tenninated for any reason

(1)  you may not directly or indirectly at any time or in any manner (except
with other Businesses you own and operate) identify yourself or any business as a
current or former Realty World® Business or as one of our current or former franchise
owners, use any Mark, any calorable nnrtation of a Mark, or other indicia of a Realty
World® Busmess 1 any manner or for any purpose, or use for any purpose any trade
name, trade or service mark, or other commercial symbol that indicates or suggests a
connection or assoctation with us,

(2)  you agree to take the action required to cancel all fictitious or assumed
name or equivalent registrations relating to your use of any Mark,

(3) you agree to deliver 10 us, @t your expense, within tharty (30) days all
signs, sign-faces, sign-cabinets, marketing matenals, forms, letterhead and other
matenals contamning any Mark or otherwise 1dentifying or relating to a Realty World®
Business that we request and allow us, without hability 1o you or third parties, to
remove these tems from your Busmess,

(4)  you agree to immediately notify your state real estate commussion, your
local board of realtors, the National Association of REALTORS, and your clients that
your Realty World® Busiaess 1s no longer in existence and that you are no longer
affihated with us,
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(5)  you agree promptly and at your own expense to make the alterations we
specify in our Operations Manual (or otherwise) to distinguish your Busmess clearly
from 1ts former appearance and from other Realty World® Busmnesses in order to
prevent pubhc confusion,

(6)  you agree to inmedhately notify the telephone company and all telephone
directory publishers of the termination or expiration of your right to use any telephone,
facsimile, or other numbers and telephone directory listings associated with any Mark,
to pay all outstanding balance due relating to such numbers or listings, to authorize the
transfer of these numbers and directory listings to us or, at our direction, to a third party,
and/or to nstruct the telephone company to forward all calls made to your numbers to
numbers we specify If you fail to do so, we may take whatever action and sign
whatever documents we deem appropriate on your behalf to effect these events,

(7)  you agree to cease using any and all e-mail address(es) and domain
names that you used in connection with your Business that include any of our Marks,

(8)  you agree to shut down the Approved Webstte, cease using any Marks on
any Webstte and to transfer alk domain names contatning our names to us,

(9)  you agree to notify all vendors that your Realty World® Busmess 1s no
longer n existence and that you are no longer affiliated with us, and

{10) vyou agree to give us, witfwn thinty (30) days after the expuration or
termination of this Agreement, evidence satisfactory to us of your comphance with these
obligations

C CONFIDENTIAL INFORMATION You agree that, when this Agreement expires or 1s
terminated, you will immediately cease -using any of our Confidential Information (including marketing
plans, award point programs, and computer software or similar technology and digital passwords and
identifications that we have licensed to you or that otherwise are proprietary to us or the Franchise
System) in any bustness or otherwise and return to us alf coptes of the Operations Manuaf and any other
confidential matenals that we have loaned you

D COVENANT NOT TO COMPETE If we terminate this Agreement pursnant to Section 14 or
if you terrmunate this Agreement without cause, you and your owners agree that, for two (2) years
beginning on the effective date of the termmmanon, nesther you nor any of our owners (or therr immedsate
family members) will have any direct or indirect interest as an owner (whether or record, beneficially, or
otherwise), investor, partner, director or officer, in any Competittve Business (as defined in Section 7
above) located or operating within a twenty-five (25) mule radwus of your Business

E SOLICITATION 'OF SALES REPRESENTATIVES You acknowledge and agree that upon
termunation or expiratien of this Agreement, we have ithe right to solicit your Sales Representatives and
other employees for other Realty World® Businesses or any other business

F CONTINUING OBLIGATIONS All of our and your (and your owners') obligations which
expressly or by their nature survive this Agreement's expiration or termination will continue 1n full force
and effect subsequent to and notwithstanding its expiration or termiation and until they are satisfied m
full or by their nature expire
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16 RELATIONSHIP OF THE PARTIES/ANDEMNIFICATION.

A INDEPENDENT CONTRACTORS You and we understand and agree that this Agreement
does not create a fiduciary relationship between you and us, that you and we are and will be mdependent
contractors, and that nothing 1n tlms Agreement ts intended to make erther you or us a general or special
agent, joint venturer, partner, or employee of the other for any purpose You agree to identify yourself
conspicuously 1n all dealings with customers, suppliers, public officials, Business personnel, and others as
your Business's owner under a franchise we have granted and to place notices of independent ownership
on the forms, business cards, stationery, advertising, and other matenals we require from time to time

B NO LIABILAITY FOR ACTS OF OTHER PARTY We and you may not make any express or
smplied agreements, warranties, guarantees, or representations, or incur any debt, in the name or on behaif
of the other or represent that our respective relationship is other than franchisor and franchise owner We
will not be obhgated for any damages to any person or property directly or indirectly ansing out of your
Business's operation or the business you conduct under this Agreement

C TAXES We witf have no fiabifity for any sales, use, service, occupation, excise, gross receipts,
imcome, property, or other faxes, whether levied upon you or your Busmess, due to the busmess you
conduct (except for our income taxes) You are responsible for paying these taxes and must retmburse us
for any taxes that we must pay to any state taxing authority on account of your operation or payments that
you make to us

D INDEMNIFICATION You acknowledge, covenant and agree to indemnify, defend, and hold
harmless us, our affiliates, and our and their respective shareholders, members, directors, officers,
employees, agents, successors, and assignees (the "Indermanified Parties™) against, and to retmburse any
one or more of the Indemmfied Parties for, all clams, obligations, and damages directly or indirectly
anising out of the operation of your Business, the business you conduct under this Agreement, or your
breach of this Agreement, mncluding, without hmatation, those alleged to be caused by the Indemnified
Party's negligence, unless (and then only to the extent that) the claims, obligations, or damages are
determined to be caused solely by our gross negligence or willful misconduct 1n a final, unappealable
ruling 1ssued by a court with competent junsdiction For purposes of this indemnification, "claims"
include all obligations, damages (actual, consequential, or otherwise), and costs that any Indemmfied
Party reasonably mcurs m defending any clairm agamst rt, mcludmg, wrthout hmnation, reasonable
accountants', arbitrators', attorneys', and expert witness fees, costs of mvestigation and proof of facts,
court costs, travel and hvimg expenses, and other expenses of [stigation, arbrtration, or alternative dispute
resolution, regardless of whether litigation, arbitration, or alternative dispute resomtion rs commenced
Each Indemnified Party may defend any claim against 1t at your expense and agree to settlements or take
any other remedial, corrective, or other actions This indemnity will continue 1n full force and effect
subsequent to and notwithstanding this Agreement's expiration or termination An Indemnified Party
need not seek recovery from any nsurer or other third party, or otherwrse mutigate its losses and
expenses, in order 10 mamtain and recover fully a claum against you under this subparagraph. You agree
that a fallure to pursue a recovery or mutigate a loss will not reduce or alter the amounts that an
Indemnsfied Party may recover from you under this subparagraph

17 ENFORCEMENT.

A SEVERABILITY AND SUBSTITUTION OF VALID PROVISIONS Except as expressly
provided to the contrary in thus Agreement, each section, paragraph, term, and provision of thus
Agreement 1s severable, and 1if, for any reason, any part is held to be invalhd or contrary to or m conflict
with any applicable present or future law or regulation 1n a final, unappealable ruling 1ssued by any court,
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agency, or tribunal with competent jurisdiction, that rufing witf not impair the operation of, or otherwise
affect, any other portions of this Agreement, which will continue to have fult force and effect and bind the
parties

If any covenant which restricts competitive activity s deemed unenforceable by virtue of its
scope in terms of area, business activity prohibited, and/or length of time, but would be enforceable if
modified, you and we agree that the covenant will be enforced to the fullest extent permussible under the
laws and public policies applied in the jurisdiction whose law determines the covenant's validity

{f any applicable and ‘binding law or nile of any jurtsdichon requires more notice than this
Agreement requires of this Agreement's termmation or of our refusal to enter into a successor franchise
agreement, or some other action that this Agreement does not require, or if, under any applicable and
binding law or rule of any junsdiction, any provision of this Agreement or any System Standard is
invahd, unenforceable, or unlawful, the notice and/or other action required by the law or rule will be
substituted for the comparable provisions of this Agreement, and we may modify the invahd or
unenforceable provision or System Standard to the extent required to be valid and enforceable or delete
the unlawful provision 1n 1ts entirety You agree to be bound by any promuse or covenant imposing the
maximum duty the law permits which 1s subsumed within any proviston of this Agreement, as though it
were separately articulated in and made a part of this Agreement

B WAIVER OF OBLIGATIONS We and you may by written instrument unilaterally waive or
reduce any of the obligation of, or restriction upon, the other under this Agreement, effective upon
delivery of wntten notice to the other or another effective date stated in the notice of warver Any waiver
granted will be without prejudrce to any other nghts we or you’have, wiil‘be subject to continung review,
and may be revoked at any time and for any reason effective upon delivery of ten (10} days' prior written
fiotice

We and you wall not waive or imparr any nght, power, or option this Agreement reserves
(including, without hmutation, our vight to demand exact compliance with every term, condition, and
covenant or to declare any breach to be a default and to terminate this Agreement before its term expires)
because of any custom or practice at variance with this Agreement's terms, our or your failure, refusal, or
neglect to exercise any night under this Agreement or to tnsist upon the other's compliance with thrs
Agreement, including, without lkmtation, any Systemy Standard, our waiver of or failure to exercise any
right, power, or option, whether of the same, similar, or different nature, with other Busmesses, the
existence of franchise agreements for other Businesses which contam. provisions dufferent from those
contained mn this Agreement, or our acceptance of any payments due from you after any breach of this
Agreement No special or restrictive legend or endorsement on any check or similar item given to us will
be a waiver, compromise, settlement, or accord and satisfaction We are authonzed to remove any legend
or endorsement, which then will have no effect

Neither we nor you wall be ltable for loss or damage -or be 1n breach of this Agreement 1f our or
your failure to perform our or your obligations results from (1) compliance with the orders, requests,
regulations, or recommendations of any federal, state, or municipal government, (2) acts of God, (3) fires,
strikes, embargoes, war, acts of terrorism or similar events, or riot, or (4) any other similar event or cause
Any delay resulting from any of these causes will extend performance accordingly or excuse
performance, in whole or in part, as may be reasonable, except that these causes will not excuse payments
of amounts owed at the time of the occurrence or payment of amounts due afterward
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C COSTS AND ATTORNEYS' FEES. If erfher party imuates an arbrtration, judiciaf or other
proceeding, the prevaihng party shall be entitfed to reasonable costs and expenses (including attorneys'
fees incurred 1n connection with such arbitration, judicial or other proceeding)

D YOU MAY NOT WITHHOLD PAYMENTS DUE TO US You agree that you will not
withhold payment of any amounts owed to us on the grounds of our alleged nonperformance of any of our
obligations under this Agreement or for any other reason, and you specifically waive any right you may
have at law or 1n equity to offset any funds you may owe us or to fail or refuse to perform any of your
obligations under this Agreement You agree to submut all clanms, unless otherwise resolved by our and
your muitual agreement, to mediation as provided in Section 17 F below

E RIGHTS OF PARTIES ARE CUMULATIVE Our and your rights under this Agreement are
cumulative, and our or your exercise or enforcement of any right or remedy under this Agreement will not
prectude our or your exercise or enforcement of any other nght or remedy which we or you are entitled by
law to enforce

F MEDIATION We and you agree that, except for controversies, disputes, or efaims refated to or
based on improper use of the Marks, all controversies, disputes, or claums between us and our affiliates,
and our and their respective shareholders, members, officers, directors, agents, and/or employees and you
(and/or your owners, guarantors, affiliates, and/or employees) ansing out of or related to

(1)  this Agreement or any other agreement between you (or your owners)
and us (or our affiliates),

{2) our relanonshp with you;

{(3) the scope or validity of this Agreement or any other agreement between
you {(or yowr owners) and ms (or our affilates) or any provision of any of such
agreerments, -or

(4)  any System Standard,

must be submitted for non-binding mediation, on demand of erther party prior to the filing of any
htigation The mediation proceedings will be conducted by a mediator mutually agreed upon by the
parties at a location selected by the medator located within fifty (50) miles of our then-current principal
office (currently Newport Beach, Californa) If the parties cannot agree upon a mediator, then each party
shall select a mediator and the two (2) mediators shall select the mediator to conduct the mediation  You
agree to attend (or if you are an Entity, to have a member of your senior management with full authonty
to settle any such dispute on your behalf attend) the mediation Unless you and we agree prior to the
commencement of mediation, the mediation will be limited to one (1) day with the costs of the mediation
10 be davided egually between the parties 1f any party that 1s required to attend the mediation refuses to
attend .and participate m good fasth, that party will be responsible for the costs incurred by the other party
or parties in connection with the mediation, including the costs of any action to compel attendance at a
subsequent mediation, reasonable attorneys’ fees, mediation charges for the original and subsequent
mediation, and travel and living expenses Despite our and your agreement to mediate, we and you each
have the right 1n a proper case to seek temporary restraining orders and temporary or prelimmnary
injunctive relief from a court of competent jurisdiction

G  GOVERNING LAW EXCEPT TO THE EXTENT GOVERNED BY THE UNITED
STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C SECTIONS 1051 ET SEQ),
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OR OTHER UNITED STATES FEDERAL EAW, THIS AGREEMENT, THE FRANCHISE, AND
ALL CLAIMS ARISING FROM THE RELATIONSHIP BETWEEN US AND YOU WILL BE
GOVERNED BY THE LAWS OF THE STATE IN WHICH YOUR BUSINESS IS LOCATED
WITHOUT REGARD TO ITS CONFLICT OF LAWS RULES, EXCEPT THAT ANY STATE
LAW REGULATING THE SALE OF FRANCHISES OR GOVERNING THE RELATIONSHIP
OF A FRANCHISOR AND ITS FRANCHISEE WILL NOT APPLY UNLESS ITS
JURISDICTIONAL REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT
REFERENCE TO THIS PARAGRAPH

H CONSENT T0 JURISDICTION SUBJECT TO SECTION 17.F ABOVE AND THE
PROVISIONS BELOW, YOU AND YOUR OWNERS AGREE THAT ALL ACTIONS ARISING
UNDER THIS AGREEMENT OR OTHERWISE AS A RESULT OF THE RELATIONSHIP
BETWEEN YOU AND US MUST BE COMMENCED IN A COURT OF GENERAL
JURISDICTION NEAREST TO OUR THEN CURRENT PRINCIPAL PLACE OF BUSINESS
(CURRENTLY NEWPORT BEACH, CALIFORNIA), AND YOU (AND EACH OWNER)
IRREVOCABLY SUBMIT TO THE JURISDICTION OF THAT COURT AND WAIVE ANY
OBJECTION YOU (OR THE OWNER) MIGHT HAVE TO EITHER THE JURISDICTION OF
OR VENUE IN THAT COURT

I WAIVER OF PUNITIVE DAMAGES AND JURY TRIAL. EXCEPT FOR YOUR
OBLIGATION TO INDEMNIFY US FOR THIRD PARTY CLAIMS UNDER SECTION 16 D,
AND EXCEPT FOR PUNITIVE, EXEMPLARY OR MULTIPLE DPAMAGES AVAILABLE TO
EITHER PARTY UNDER UNITED STATES FEDERAL LAW, WE AND YOU (AND YOUR
OWNERS) WAIVE TO THE FULLEST EXTENT PERMITTED BY LAW ANY RIGHT TO OR
CLAIM FOR ANY PUNITIVE, EXEMPLARY OR MULTIPLE DAMAGES AGAINST THE
OTHER AND AGREE THAT, IN THE EVENT OF A DISPUTE BETWEEN US AND YOU, THE
PARTY MAKING A CLAIM WILL BE LIMITED TO EQUITABLE RELIEF AND TO
RECOVERY OF ANY ACTUAL DAMAGES IT SUSTAINS

WE AND YOU IRREVOCABLY WAIVE TRIAL BY JURY IN ANY ACTION,
PROCEEDING, OR COUNTERCLAIM, WHETHER AT LAW OR IN EQUITY, BROUGHT BY
EITHER OF US

J REMEDIES. Except as set forth i Sectron 17 f above, the court will have the right to award any
rehef which it deems proper in the circumstances, tncluding, without limtation, money damages (with
interest on unpaid amounts from the date due), lost profits, specific performance, myunctive rehef, and
attorneys’ fees and costs The parties agree that, in addition to other damages awarded by the court, 1f thss
Agreement is terminated by us for cause or by you without cause, you shalk be hable to us for a lump sum
amount equal to the net present value of amounts due under this Agreement, including, without limitation,
the Support Fee, Royalty Fee, National Advertising and Promotional Fund Contributions that would have
become due following termination of this Agreement for the period of this Agreement would have
remaned in effect:bat for your default or wrongful termination For purposes of calculating the present
value of amounts due under fhis Agreement, the parties shall use an amount equal to the average amount
of fees paid during the twelve (12) calendar months immedately preceding the termination

K INJUNCTIVE RELIEF Nothing in this Agreement bars our nght to obtain specific
performance of the provisions of this Agreement and injunctive relief aganst threatened conduct that will
cause us, the Marks and/or the Franchise System loss or damage, under customary equity rules, including
apphcable rules for obtaining restraining orders and prehminary snjunctions You agree that we may
obtain such mjunctive relief in addition to such further or other relief as may be available af law or 1n
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equity You agree that we wiil not be required to post a bond to obtam injuncrive refief and that your enfy
remedy f an mpunction 1s entered agamst you will be the dissolution of that injunction, 1f warranted, upon
due hearing (all claims for damages by mjunction bemng expressly wawved hereby)

L BINDING EFFECT This Agreement 1s binding upon us and you and our and your respectrve
executors, administrators, heirs, beneficiaries, permitted assigns, and successors in interest  Subject to
our right to modify the Operations Manual and System Standards, this Agreement may not be modified
except by a wniten agreement signed by our Chief Executive Officer and one other duly authorized
officer or other representative and your duly-authonzed officers

M LIMITATIONS OF CLAIMS WE AND YOU AGREE THAT ANY THAT A
LITIGATION OR ARBITRATION PROCEEDING BETWEEN US AND OUR AFFILIATES,
AND OUR AND THEIR RESPECTIVE SHAREHOLDERS, OFFICERS, DIRECTORS,
AGENTS, AND/OR EMPLOYEES, AND YOU (AND/OR YOUR OWNERS, GUARANTORS,
AFFILIATES, AND/OR EMPLOYEES) MAY NOT BE JOINED WITH ANY OTHER
LITIGATION OR ARBITRATION PROCEEDING BETWEEN US AND ANY OTHER PERSON
EXCEPT FOR CLAIMS ARISING FROM YOUR NON-PAYMENT OR UNPERPAYMENT OF
AMOUNTS YOU OWE US OR QUR AFFILIATE, ANY AND ALL CLAIMS ARISING OUT OF
OR RELATING TO THIS AGREEMENT OR OUR RELATIONSHIP WITH YOU WILL BE
BARRED UNLESS A JUDICIAL OR ARBITRATION PROCEEDING IS COMMENCED
WITHIN ONE (1) YEAR FROM THE DATE ON WHICH THE PARTY ASSERTING THE
CLAIM KNEW OR SHOULD HAVE KNOWN OF THE FACTS GIVING RISE TO THE
CLAIMS NO PREVIOUS COURSE OF DEALING SHALL BE ADMISSIBLE TO EXPLAIN,
MODIFY, OR CONTRADICT THE TERMS OF THIS AGREEMENT NO IMPLIED
COVENANT OF GOOD FAITH AND FAIR DEALING SHALL BE USED TO ALTER THE
EXPRESS TERMS OF THIS AGREEMENT

N EFFECTIVE DATE THIS AGREEMENT SHALL NOT BE EFFECTIVE UNTIL
ACCEPTED BY US AS EVIDENCED BY DATING AND SIGNING BY EITHER @) TWO (2) OF
OUR DULY AUTHORIZED OFFICERS OR REPRESENTATIVES OR (1) OUR PRESIDENT
AND CEO ALONE NOTWITHSTANDING THAT THIS AGREEMENT SHALL NOT BE
EFFECTIVE UNTIL SIGNED BY US, WE RESERVE THE RIGHT TO MAKE THE
EFFECTIVE DATE OF THIS AGREEMENF THE DATE ON WHICH YOU SIGN THE
AGREEMENT

o CONSTRUCTION The preambles and exhsbits are 2 part of thns Agreement which, together
with the System Standards contained n the Operations Manual (which may be penodically modified, as
provided in Sections 4 C, 8 G, and 17 L. above), constitutes our and your entire agreement Other than
the representations in the franchise disclosure document you received from us, there are no other oral or
written understandmngs or agreements between us and you, or oral or wntten representations by us,
relating to the subject matter of this Agreement, the franchise relationship, or your Business (any
understandings or agreements reached, or any representations made, before this Agreement are
superseded by this Agreement) Any pelicies that we adopt and umplement from time to ime to gurde us
in our decision-making are subject to change, are not a part of this Agreement, and are not binding on us
Except as provided in sSections 16 D and 17 F, nothing 1 this Agreement 1s intended or deemed to
confer any rights or remedies upon any person or legal entity not a party to this Agreement In addition,
nothing contained herein shall be deemed a waiver of any nights you may have to rely on the franchise
disclosure document we furmshed to you
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Except where this Agreement expresslfy obhigates us reasonably to approve or not unreasonably to
withhold our approval of any of your actions or requests, we have the absolute right to refuse any request
you make or to withhold our approval of any of your proposed, initiated, or completed actions that require
our approval The headings of the sections and paragraphs are for convenience only and do not define,
1fm#, or construe the contents of these sections or paragraphs
References 1n this Agreement to "we," "us," and "our," with respect to all of our rights and all of
your obligations to us under this Agreement, include any of our affiliates with whom you deal The term
“affilzate” means any person or entity cirectly or indirectly owned or controlled by, under common
contrel with, or owning or controliing you or us "Control" means the power to direct or cause the
direction of management and policies

1f two or more persons are at any time the owners of the Franchise and your Business, whether as
partners or a joint venture, their obhigations and habihities to us will be joint and severat References to
"owner" mean any person holding a direct or indirect ownership interest (whether of record, beneficially,
or otherwise) or voting rights in you (or a transferee of this Agreement and your Business or an ownership
interest m you), mcluding, without mitation, any person who has a direct or indfrect interest in you {or a
transferee), this Agreement, the Franchise, or your Business and any person who has any other legal or
equitable interest, or the power to vest in lumself or herself any legal or equitable interest, in their
revenue, profits, nghts, or assets References to a "controlling ownership mterest" m you or one of your
owners (if an Entity) mean the percent of the voting shares or other voting nghts that results from
dividing one hundred percent (100%) of the ownership interests by the number of owners In the case of
a proposed transfer of an ownership interest 1n you or one of your owners, the determination of whether a
"controiling ewnership interest” is involved must be made as-of both immediately before and immediately
after the proposed transfer to see if a "controlling ownership interest” wiil be transferred (because of the
number of owners before the proposed transfer) or will be deemed to have been transferred (because of
the number of owners after the proposed transfer) "Person” means any natural person, corporation,
Limsted Y1abifity company, general or limited pantnership, unincorporated association, cooperative, or ether
legal or functional entity Unless otherwise specified, all references to a number of days shall mean
calendar days and not business days

The term "your Business” includes all of the assets of the Realty World® Business you operate
under this Agreement, including its revenue and the Lease

This Agreement may be executed m multiple copies, each of which will be deemed an ongmal

18 NOTICES AND PAYMENTS

All wntten notices, reports, and payments permitted or required to be delivered by this
Agreement or the Operations Manual will be deemed to be delivered (a) at the time delivered by hand,
(b) at the time delivered via computer fransmission and, in the case of amounts due, at the time we
actually receive payment, (c) one (1) business day after transmussion by facstmile or other electronic
system 1f the sender has confirmation of successful transmission, (d) one (1) business day after being
placed 1n the hands of a nationally recognized commercial courier service for next business day delivery,
or (e) three (3) business days after placement in the Umted States Mail by Registered or Certified Maul,
Return Receipt Requested, postage prepaid, and (f) must be addressed to the party to be notified at 1ts
most current principal busmess address of which the notifying party has noice  Any required payment or
report which we do not actually receive during regular business hours on the date due (or postmarked by
postal authorities at least two (2) days before then) will be deemed delinquent
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IN WITNESS WHEREOPF, the parties have execufed and defivered this-Agreement on-the dates
noted below, to be effective as of the Effectrve Date

THIS AGREEMENT SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS
EVIDENCEPD RY DATING AND SIGNING BY OUR CEO

REALTY WORLD, INC , a Nevada
corpoeration

By

Andrew Cimeman, CEO

DATED:
(Effective Date of the Franchise Agreement)
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FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND NOT
LIMITED LIABILITY COMPANY, OR A LEGAL ENTITY):
PARTNERSHIP)
{Signature]
[Name]
[Print Name]
By
Title [Signature]
DATED.
[Print Name}
[Signature)
[Print Name]
[Signature]
1[Prinx Name]
DATED
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EXHIBIT A

TO - THE FRANCHISE AGREEMENT
BETWEEN REALTY WORLD, INC

You and Your Owners
1 “Forin_of Owiier

(a) Andividugl'Proprietorship Your owner(s) (is) (are) as follows

(b) Corporation, Limited Liabihty Company, or Partnership You were
incorporated or formed on , under the laws of the State of

You have not conducted busmess under any name other than your

corporate, lmted liability company, or partnership name and
The following 1s a hist of your directors, 1f applicable, and officers as of the effective

date shown above

Name of Each Director/Officer Position(s) Held
2 Owners The following list includes the full name of each person who 1s one of your

owners (as defined in the Franchise Agreement), or an owner of one of your owners, and fully describes
the nature of each owner's interest (attach additional pages if necessary)
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Owner's Name D@scrlgﬁon of !nterwl_f,
(a)

(®)

©

@

3 Designated Manager The Designated Manager 1s

REALTY WORLD INC,
a Nevada corporation

By

Andrew Cimerman

DATED
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FRANCHISE OWNER

(EF YOU ARE A CORPORATION, LIMITED

FRANCHISE OWNER

LIABILITY COMPANY, OR PARTNERSHIP) A LEGAL ENTITY)

(JF YOU ARE AN INDIVIDUAL AND NOT

[Signature]

[Namze]

By

[Print Name]

Title

[Signature)

DATED.

[Print Name]
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[Stgnature]

[Print Name]

[Signature]

[Print Name]

DATED
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EXHIBIT 8

TO THE FRANCHISE AGREEMENT
BETWEEN 'REALTY WORLD, INC

SALES REPRESENTATIVE QUOTA

You agree to'have a munimum of a total of

Sales Representatives for your Business by the one (1) year anniversary of the Effective Date,

Sales Representatives for your Busmess.by the two (2) year anniversary of the Effective Date,
and

Sales Representatives for your Bustness by the three (3) year anmiversary of the Effective Date
and for the remainder of the term of the Agreement

Only Sales Representatives who have not previously been affiliated wrth Realty World® Busmesses
(other than a Realty World® Business owned by you) for the twelve (¥2) month penod prior to joining
your Business may count towards the Sales Representative Quota Once a Sales Representative affiliates
with you, such Sales Representative will continue to count towards the Mimimum Sales Representative
‘Quota as long as such Sales Representative remains affiliated with you

[signatures on-following page]
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REALTY WORLD INC,
a Nevada corporation

By

Andrew Cimerman, CEO

‘DATED:

FRANCHISE OWNER

(IF YOU ARE A CORPORATION, LIMITED

LIABILITY COMPANY, OR PARTNERSHIP)'

[Name]
By

Tide

DATED

B-2
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FRANCHISE OWNER

(IF YOU ARE AN INDIVIDUAL AND NOT

ALEGAL ENTITY)

[Swgnature];

{Prnt Name)]

[Signature]

[Print Name]

[Signature]

[Print Name}

[Signature]

[Print Name]

‘DATED

Franchisee

RW




EXHIBIT C-1
TO THE FRANCHISE AGREEMENT
BETWEEN REALTY WORLD, INC
PERCENTAGE FEE BASIS PLAN

By mitiating each page and sigamg Exhibit C-1, you agree to pay the Royalty Fee, the National
Advertising and Promotional Fund Contribution and Your Local Advertising as a percentage of Gross
Revenue pursuant to the terms of this Exhibit C-1
Your election will apply during the entire term of the Franchise Agreement
INITIAL FRANCHISE FEE

A $12,500 1f the city or unincorporated area m which your Business 1s located (or shall be
located) has a population of 50,000 or more, or

B $10,000 if the caty or unincorporated area m which your Business 1s located (or shall be
located) has a population greater than 19,999 and less than 50,000, or

C $5,000 1f the city or unincorporated area in which your Business 1s located (or shall be
located) has a population of less than 20,000

SurPORT FEE

A $250 per month, payable on the 25™ day of each month, if the city or unincorporated area
m which your Business is located has a population of 50,000 or more, or

B $200 per month, payable on the 25™ day of each month, if the city or umincorporated area
m which your Busmess 15 located has a populasion greater than 19,999 and less than
50,000, or

C $150 per month, payable on the 25" day of each month, if the city or unmcorporated: area

in which your Business 1s located has a population of less than 20,000

ROYAL1Y FEE

A Your percent (4%) of Gross Revenue 1n each calendar year up to and mcluding One
Million Dollars {$1,060,000) of aggregate Gross Revene for such calendar year

B One percent (1%) of Gross Revenue in each calendar year in excess of One Milhon
Dollars ($1,000,000)

NATIONAL ADVERTISING AND PROMOTIONAL FUND CONTRIBUTIONS

A One percent (1%) of Gross Revenue in each calendar year up to and including One
Million Dollars ($1,000,000) of aggregate Gross Revenue for such calendar year
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B After you have obtamed One Milfion Dollars ($1,000,000) of aggregate Gross Revenue
for a given calendar year, you‘ will not be required to make any further National
Advertising and Promotional Fund Contnibutions for such calendar year
YOUR LOCAL ADVERTISING

A One percent (1%) of Gross Revenue in each calendar year up to and including One
Miltion Dollars ($1,000,000) of aggregate Gross Revenue for such calendar year

B After you have obtaired One Million Dollars ($1,000,000) -of aggregate Gross Revenue
' for a given calendar year, yon will not be required to make any further expenditures
toward Local Advertising unless you choose to do so
CURRENT WEBSITE FEE
$300 annually
PAYMENT START DATE
You agree to commence paying all fees due hereunder the earher of the date on which you commence
operating your-Realty World® Business or ,20
“BROKER OF RECORD

The Broker of Record 15

REALTY WORLD INC,
a Nevada corporation

By.

Andrew Cimerman, CEQO

DATED
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FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, LIMITED (IF YOU ARE AN\INDIVIDUAL AND NOT
LIABILITY COMPANY, OR PARTNERSHIP) A LEGAL ENTITY)

[Signature]

[Name]

)By

[Print Name]

Tifle {Signature]

DATED- [Print Name]

[Signature}

[Print Name]

[Signature]

[Pt Name)

DATED

C-f-3
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EXHIBIT C-2

TO THE FRANCHISE AGREEMENT
BETWEEN.REALTY WORLD, INC

FLAT FEE BASIS PLAN

By imitialing and signing Exhibit C-2, you agree to pay the fees listed below on a flat fee basis pursuant to
sthesterms of this ExtubitC-2

Your election will apply during the entire term of the Franchise Agreement
INITIAL FRANCHISE FEE

A $12,500 1f the city or unincorporated area in which your Business 1s located (or shall be
located) has a population of 50,000 or more, or

B $10,000 1f the city or unincorporated area i which your Business 1s located (or shall be
tocated) has a population greater than 19,999 and less than 50,0600, or

C $5,000 1f the city or umincorporated area m which your Business 1s located (or shall be
located) has a population of less than 20,000

“SUPPORT FEE

A $250 per month, payable on the 25" day of each month, 1f the city or umincorporated area
an which your Business 1s Jlocated has a population of 50,600 or more, or

B $200 per month, payable on the 25" day of each month, if the city or unincorporated area
in which your Business 1s located has a population greater than 19,999 and less than
50,000, or

C $150 per month, payable on the 25" day of each month, if the city or unincorporated area
m winch your Busness is located has a population of less than 20,000

ROYALTY FEE
$350 per month 1f you have up to 10 Sales Representatives,

$750 per:menth 1f you have more than Y0 Sales Representatives but no more than 20
Sales Representatives,

$1,250 per month if you have more than 20 Sales Representatives but no more than 30
Sales Representatives,

$1,800 per month if you have more than 30 Sales Representatives but no.more than 50
Sales Representatives,
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$2,850 per month 1f you have more than 50 Sales Representatives but no more than 100
Sales Representatives,

$3,850 per month 1f you have more than 100 Sales Representatives but no more than 200
Sales Representatives, or

$4,850 per month 1f you have more than 200 Sales Representatives

NATIONAL ADVERIISING AND PROMOTIONAL FUND CONTRIBUTIONS

$75 per month 1f you have up to 10 Sales Representatives,

$£100 per month 1f you have more than 10 Sales Representatives but no more than 20
Sales Representatives,

$125 per month if you have more than 20 Sales Representatives but no more than 30
Sales Representatives,

$175 per month if you have more than 30 Sales Representatives but no more than 50
Sales Representatives,

$225 per month 1f you have more than 50 Sales Representatives but no more than 100
Sales Representatives,

$275 per month if you have more than 100 Sales Representatives but no more than 200
Sales Representatives, or

$325 per month 1f you have more than 200 Sales Representatives

YOUR LOCAL ADVERTISING

$50 per month 1f you have up to 10 Sales Representatives,

$75 per month 1f you have more than 10 Sales Representatrves but no more than 20 Sales
Representatives,

$100 per month if you have more than 20 Sales Representatrves but no more than 30
Sales Representatives,

$1 50 per month 1f you have more than 30 Sales Representatives but no more than 50
Sales Representatives,

$200 per month 1f you have more than 50 Sales Representatives but no more than 100
Sales Representatives,

$250 per month 1f you have more than 100 Sales Representatives but no more than 200
Sales Representatives, or

$300 per menth 1f you have more than 200 Sales Representatives
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CURREN } WEBSFTE FEE
$300 annually
PAYMENT START DATE
You agree to commence paying all fees due hereunder the earlier of the date on which you commence
operating your Realty World® Business or .20
BROKER OF RECORD

The Broker of Record 1s

REALTY WORLD INC,,
a Nevada corporation

By

Andrew Cimerman, CEO

DATED:
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FRANCHISE OWNER FRANCHISE OWNER

(fF YOU ARE A CORPORATION, LIMITED (IF YOU ARE AN INDIVIDUAL AND NOF
LIABILITY COMPANY, OR PARTNERSHIP) A LEGAL ENTITY)

[Signature]

-[Name]
By

{Print-Name]

Title [Signature]

DATED [Print Name]

[Signature]

[Print Name]

[Signature]

{Print Name]

DATED

- C24
Franchisee RW

Realty World — 09/2017
Ex B - Franchise Agreement
082017vs 1



EXHIBIT D

TO THE FRANCHISE AGREEMENT
BETWEEN REALTY WORLD, INC

COMPUTER SOFFTWARE LICENSING AGREEMENT
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COMPUTER SOFTWARE LICENSING AGREEMENT

THIS AGREEMENT 1s entered nto as of the Effective Date, by and between Realty World, Inc
(referred to as “we”, or “us™), and (veferred to as “yow” or
“your,,){

WHEREAS, 1n addition to the systems, programs and tools available to Realty World Members
through our website www RealtyWorld com we have developed an mternet based software
platform (the “Software Platform™) incorporating certain third-party software providers (“Third
Party Providers™) who will supply marketing materials, advertising programs and technology
products and,

WHEREAS, we desire to make the Software Platform available to you and your licensed real
estate Salespeople, and,

WHEREAS, you destire to utilize the Software Platform m your Realty World real estate
business, pursuant to the terms and conditions hereinafter provided

NOW, THEREFORE, in consideration of the promises and the mutual covenants of this
Agreement, the parties agree as follows

1. GRANT

a) We hereby gramt to you and your licensed real estate Salespeople, for the term of this
Agreement, a nonexclusive, non-assignable, right and license to use the Software
Platform in connection with your Realty World real estate business

b) You acknowledge that the Third Party Providers may alter their programs and services
without warning to you or us, and that we may change Third Party Providers at any time
at our sole discretion

2 TERM

a) This Agreement shall be effective as of the date 1 1s executed by us (the “Effective
Date”) and shall extend for the period of one (1) year (“Initial Term”) This Agreement
shall be automatically renewed for additional one-year terms (“Extended Term™) unless
you notify us 1n wrting of your intention not to renew the Agreement, said notice to be
provided at least sixty (60) days prior to the expiration of the then in-effect Term

3 COST/FEES
b) In consideration for the license granted hereunder during the Initial Term of this
Agreement and for each Extended Term, you agree to pay us the Monthly User Fee set

out m Schedufe “A” (the User Fee) m accordance with the Payment Process recited m
Schedule “A”
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4. CONFIDENTIALITY / SECURITY

a)

b)

d)

You acknowledge that the Software Platform provided by the Third Parties Supphers and
us under this Agreement contains Confidential Information belonging either to the Third
Parties Suppliers or to us Nothmg mn thrs Agreement transfers any nght or mterest to you
in the Software Platform, our Confidential Information, our tools, programs, services,
our brand, our trade-marks and intellectual property rights (including patent, copyright
and trademarks - and derivative works produced therefrom), the coding and data of the
Software Platform, any updates and changesto the Software Platform You shall not
modify, reproduce, sell, sublicense, distribute, transmut, transfer, reverse engineer,
decompile, disassemble or otherwise divulge, darectly or indirectly, by any means or any
form, the Software Platform, or any portion thereof, without our prior wnitten consent
You shall ensure that you and your Salespeople do nothing that violates our or the Third
Party Providers’ patent, trademark, copyright or other intellectual property rights

I you become aware of an apparent breach of our patent, rademark, copyright or other
inteklectual property rights you shall promptly notify us of said breach We shall take the
action we deem appropriate (including no action) and control exclusively any litigation,
U S Patent and Trademark Office proceeding, or other administrative proceedng ansing
from any mfringement, challenge, or claim or otherwise concerning any mtellectual
property

You shall take all reasonable steps necessary to ensure that the Software Platform, or any
portion thereof, are not made availabie or disclosed by you or your Salespeople to any
other person if you or your Satespeopie breach this Section and if you or your
Salespeople have not remedied the breach within thirty (30) days after written notice
from us, we shali be entitled to terminate this Agreement by notice in writing given to
you ‘Upon such terminatien, you shall deliver tous all material fumished to you
pertatning to the Software Platform, and shall warrant in writing that all copies thereof
have been returned to us or destroyed You agree that in addition to all other remedtes
upon a breach of this Section, we shall be entitled to seek an ijunction or other equitable
rehef against the continuance of such breach whether or not we have given you notice of
the breach and whether or not the thirty (30) days have expwed after netice 1s given

You and your Salespeople are responsible to safeguard your login and password to the
Software Platform Damage to your data and the Software Platform may result if our
password 1s cracked or breached If you believe that your password or that of your
Salespeople has been breached you must:notifyus mmechately We are not responsible
for damages or tost data as a result of your failure to safeguard your password

5. PLATFORM PARTICIPATION

a)

You must assist us from time to time 1n executing necessary agreements or providing
technical assistance n order for the Software Platform to function as designed For
example, we may require your assistance to mtegrate your Muttiple Listing Service
(“MLS”) feed into the Software Platform
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b)

You shaif ensure that you and your Safespeopfe use the Software Platform n accordance
with all applicable laws or regulations We may, at our sole discretion, revoke your
license or the hcense of your Salespeople if we have reason tobeheve there has beem a
violation of thrs agreement or any law or real estate code of ethics or if the Software
Platform or Third Party Suppliers’ programs have been damaged, compromsed or used
in a way contrary to their terms of use

6. WARRANTIES

a)

b)

d)

We do not warrant guarantee or make any representation regarding the content, currency,
merchantability, reliability or fitness for a particular purpose of the information provided

m the Software Platform You are aware that the Seftware Platform may contain errors or
Inaccuracies

As you are able to edit data, 1n no event wilt we be fiable to you, your Satespeople, your
customers and any third party for any direct, indirect, special, punitive, exemplary or
consequential losses or damages whatsoever arising out of errors of inaccuracies in the
data of information m the Software Platform

As the programs and services within the Software Platform are provided by the Third
Party Suppliers in no event will we be liable to you, your Salespeople, your customers
and any third party for any reason whatsoever for any 1oss, including loss of profit, foss
of business, loss of opportunity or the like whether in the contemplation of the parties,
whether based on breach of contract, tort (including negligence), product hability, loss of
data, down time, disruption or otherwise resulting from the use of the Software Platform

We are not frabte to you for any damage or alteration to your equipment mcludmg but not
limited to computer equipment, handheld device or mobile telephones as a result of the
use of the Software Platform

7 INDEMNITY

a)

You will indemnify, defend, and hold us harmless from any lawsuit or proceeding
brought against us, our affiliates, and-any of our respective officers, directors, employees
and agents, based upon or otherwise arising out of any conduct by you or your
Salespeople related to the use of Software Platform

8. IMPROVEMENTS and DISRUPTIONS

b)

Any improvements or modifications made by us of the Therd Party Suppliers to the
Sofiware Platform shall be promptly previded o you and shall be automatically included
in this Agreement From time to time we or the Third Party Suppliers may requires
scheduling downtime 1n order to perform maintenance on the Software Platform We do
not anticipate this downtime to be more than 10 hours per month but the length and
frequency of downtime are out of our control Froblems with your local mternet service
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provider, computer network, hardware or software are afso out of our control and we are
not responsible for any damages resulting from such problems

9 TERMINATION

a)

b)

This Agreemcent shall automatically terminate upon the expiry or termination of your
Realty World Franchise Agreement This Agreement will terminate 1f you have failed to
pay your fees 1n accoerdance with Schedule “A” and failed to cure any breach of this
Agreement after receaving thirty (30) days’ nctice from us

Upon termination, all data, email addresses, images, contacts or information stored 1n the
Software shall be deleted We have no obhgation to backup or retrieve your data

10 POST-TERMINATION RIGHTS

a)

Upon the expiration or termination of this Agreement, alf rights granted to you under this
Agreement shall forthwith termmate and immediately revert to us and you shall
discontinue all use of the Software Platform

11 GENERAL TERMS

a)

NOTICES Any notice required to be given pursuant to this Agreement shall be 1n
writing and mared by certified or registered mail, or delivered by a natienal overmight
express service Either party may change the address to which notice or payment s to be
sent by written notice to the other party pursuant to the provisions of this paragraph

JURISBICTION AND DISPUTES: This Agreement shall be governed by the laws of
the State of California and all disputes hereunder shall be resolved in the applicable state
or federal courts located in Orange County, California The parties consent to the
Jurisdiction of such courts, agree to accept service of process by mail, and waive any
punsdictional or venue defenses otherwise available

AGREEMENT BINDING ON SUCCESSORS This Agreement shall be binding on
and shall mure to the benefit of the parties hereto, and their hewrs, administrators,
successors, and assigns

WAIVER: No waiver by either party.of any default shall be deemed as a waiver of any
prior or subsequent default of the same or other provisions of this Agreement

SEVERABILITY: If any provision hereof is held invalid or unenforceable by a court of
competent jurisdiction, such mnvalidity shall not affect the valdity or operation of any
other provision and such invalid provision shall be deemed to be severed from the
Agreement

D-4
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g)

h)

ASSIGNABILITY: The license granted hereunder is personal to you and may not be
assigned by you without our consent

INTEGRATION:- This Agreement constitutes the entire understanding of the parties,
and revokes and supersedes all prior agreements between the parties and 1s intended as a
final expression of their Agreement It shall not be modified or amended except in
writing signed by the parties hereto This Agreement shall take precedence over any other
documents that may be in conflict therewith

ACT OF GOD Neither;party will be liable for faling or delaying performance of its
obligations resulting from any condition‘beyond its reasonable control, including but not
Jimited to, governmental action, acts of terrorism, earthquake, fire, flood or other acts of
God, labor conditions, power failures, and Internet disturbances

IN WITNESS WHEREOF, the partfes hereto, intending to be legaly bound hereby, have each
caused to be affixed hereto its or his/her hand and seal the day indicated

Realty World

Signature (1 have authority to bind the company)

Print Name

Date

Realty World Inc

Signature (I have authority to bind the company)

Print Name

Date

D-5
Franchisee RW

Resity World — 09/2017
Ex B Franchise Agreement
082017vs 1



Schedule “A”
Fees and Payments

Monthly User Fee Each month you as the Brokerage / Broker of Record shall pay us a Monthly User
Fee in the amount of $64 99 and- each Salesperson registered with your office shalk pay us a Monthly User
Fee 1n the amount of $39 99

Payment Process You.and each Salespersan registered with your brokerage shall register with the third-
party payment processor of our choice Each month, on the first day of the month your credit card will be
charged $64 99 and each Salesperson’s credit card will'be charged $39 99 The Salesperson may elect to
pay the payment processor via pre-authorized withdrawal from a bank account

Payment Start Date Payment of the Monthly User Fee shall begin on

MLS and IDX Fees You shall pay all MLS fees, IDX fees or any other third party or data fees necessary
to make the Software Platform available to you and your Salespeople

Fee Adjustment The Third Party Suppliers may adjust the fees they charge to us Therefore, we may
adjust the Monthly User Fee we charge to you You acknowledge and agree that the Monthly User Fee
may be adjusted at our sole discretion at any time

Franchise Agreement You acknowledge and agree to amend your Franchise Agreement and execute
any necessary documents if we detenmine 1s it necessary i order 0 incorporate the terms of thus
Agreemernt mto your Franchise Agreement

¥ranchise Fees The Monthly User Fee and MLS and IDX fees are in addition to any other fees set out in

your Franchise Agreement For example, m the Franchise Agreement you are required to pay Royalty
'Fees, Advertising Fees and Techuology Fees Said ¥ees are m addiion to the fees payable under tus

Agreement

b-6
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GUARANTEE AND ASSUMPTION OF OBLIGATIONS

THIS GUARANTEE AND ASSUMPTION OF OBLIGATIONS IS GIVEN THIS day of
, by (the "Guarantor"y

In consideration of, and as an inducement 1o, the execution of that certamn Franchise Agreement
of even date (the "Agreement") by Realty World, Inc. (the "Franchisor"), and
("Franchisee"), each of the undersigned hereby personally and unconditionally (a) guarantees to
Franchisor, and ats successor and assigns, for the term of the Agreement and as provided n the
Asgreement, that Franchisee shall punctually pay and perform each and every undertaking, agreement and
covenant set forth in/the Agreement, and {b) agrees to be personally bound by, and personally hable for
the breach of, each and every provision in the Agreement, both monetary obligations and obligations to
take or refrain from taking specific actions or to engage or refrain from engaging in specific activities

Each of the undersigned waives (1) acceptance and notice of acceptance by Franchisor of the
foregoing undertakings, (2) notice of demand for payment of any indebtedness or nonperformance of any
obligations guaranteed, (3} protest and notice of default to any party with respect to the indebtedness orx
nonperformance of any obligations guaranteed, (4) any right he may have to require that an action be
brought against Franchisee or any other persom as a condition of Labiity Each of the undersigned
consents and agrees that (1) his direct and immediate hability under this guarantee shall be joint and
several, (2) he shall render any payment or performance required under the Agreement wpon demend f
Franchisee fails or refuses punctually to do so, (3) liability shall not be contingent or conditioned upon
pursuit by Franchisor of any remedies against Franchisee or any other person, and (4) hability shall not be
diminished, relieved or otherwise affected by any extension of time, credit or other induigence which
Franchisor may ‘grant to Franchisee or to any other person, including the acceptance of any partial
payment or ;performance, or the compromise or release of any claims, none of which shall in any way
modify or amend this guarantee, which shall be continuing and irrevocable during the term of the

Agreement

Each of the undersigned Guarantor represents and warrants that, 1f no signature appears below for
such Guarantor’s spouse, such Guarantor 1s either not married or, 1f marned, 1s a resident of a state which
does not require the consent of both spouses to encumber the assets of a manital estate

Guarantor hereby consents and agrees that

(a) Guarantor’s hability under this undertaking shall be direct, immediate, and independent
of the liability of, and shall be joint and several with, Franchisee and the other owners of Franchisee,

(b) Guarantor shall render any payment or performance required under the Agreement upon
demand 1f Franchisee fasls or refuses punctually to do so,

(c) This undertaking will continue unchanged by the occurrence of any bankruptcy with
respect to Franchisee or any assignee or successor of Franchusee or by any abandonment of the
Agreement by a trustee of Franchisee Nesther the Guarantor’s obligations to make payment or render
performance in accordance wrth the terms of this undertaking nor any remedy for enforcement shall be
impaired, modified, changed, released or hmited in any manner whatsoever by any impairment,
modification, change, release or limitation of the hiability of Franchisee or its estate i bankruptey or of
any remedy for enforcement, resulting from the operation of any present or future provision of the U S
Bankruptcy Act or other statute, or from the decision of any court or agency,
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(dy Franchssor way proceed against Guarantor and Franchisee jointly and severally, or
Franchisor may, at its optton, proceed” agamst Guarantor, without having commenced any action, or
having obtamed any judgment against Eranchisee Guarantor hereby waives the defense of the statute of
limitanons m any action hereunder or for the collection of any indebtedness or the performance of any
obligation hereby guaranteed, and

(e) Guarantor agrees to pay all reasonable attorneys’ fees and all costs and other expenses
incurred 1n any collection or attempt to collect amounts due pursuant to this undertaking or any
negotiations relative to the obliganons hereby guaranteed or in enforcing this undertaking against
Guarantor

Guarantor agrees to be personally bound by the dispute resoiution provissons under Section 17 of
the Agreememnt, -including, without limitation, the govermng law provision of Section 17 G and the
consent to jurisdiction proviston of Section 17 H in accordance with their terms

IN WITNESS WHEREOF, each of the undersigned has affixed his signature on tive same day
and year as the Agreement was executed.

GUARANTOR(S) PERCENTAGE OWNERSHIP IN FRANCHISEE

Print Name

Prant Name

Print Name

Print Name

"Realty World —09/2017
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The undersigned, as the spouse of the Guarantor indicated befow, acknowledges and consents to

the guarantee given heremn by his/her spouse

Name of Guarantor

Name of (suaranter’s Spouse

Signature of Guarantor’s Spouse

Name of Guarantor

Name of Guarantor’s Spouse

Signature of Guarantor’s Spouse
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Name of Guarantor

Name of‘Guarantor’s Spouse

Signature of Guarantor’s Spouse

Name of Guarantor

Name of Guarantor’s Spouse

Signature of Guarantor’s Spouse
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REALTY WORLD, INC.

EXCLUSIVE TERRITORY ADDENDUM

This Exclusive Territory Addendum (“Addendum) ") 1s made and entered into as of the
__dayof ,20__ by and between REALTY WORLD, INC , a
Nevada corporation with its principal business address at 1101 Dove Street, Suite 228, Newport
Beach, CA 92660‘("we," "us," or "our"), and , whose principal business address 1s ("you" or "your")

1 BACKGROUND. Contemporaneously herewith, we and you have entered into a franchise
agreement (the “Franchise Agreement”) and this Addendum is intended to be part of the Franchise
Agreement All capitalized terms used but not defined in this Addendum have the meanings set forth
in the Franchise Agreement Except as provided in this Addendum, the Franchise Agreement remains
in full force and effect as originally written [f there is any mconsistency between the Franchise
Agreement and this Addendum, the terms of this Addendum will control

I}

2 INITIAL FEE Section 3 A of the Franchise Agreement 1s hereby deleted 1n 1its entirety
and replaced with the following

INITIAL FEE You agree to pay us a nonrecurring and, except as specifically provided in
this Agreement, nonrefundable initial franchtse fee of

Dollars ($ ) in the form of a bank
check or cashiers check The initial franchise fee 1s due, and fully earned by us, when you
sign this Agreement

3 TERRITORY Section | E of the Franchisc Agreement s hereby deleted and replaced
with the following

EXCLUSIVE TERRITORY AND RESERVATION OF RIGHTS. Provided you are in
full compliance with this Agreement, neither we nor our affiliates will operate or grant a
franchise for the operation of another Realty World® Business with an office located within
the territory 1dentified on Exhibit A attached hereto (the “Exclusive Territory”) However,
you acknowledge and agree that we and our affiliates may grant franchises for commercial
real estate brokerage businesses under the Marks located within the Exclusive Territory You
further acknowledge and agree that other Realty World® Businesses located outstde of your
Exclusive Terntory may market in your Exclusive Territory You are not prohlblted from
marketing outside of your Exclusive Territory Without limiting the foregoing, you must
meet mintmum Sales Representative Quota (as defined below) to maintain your rights to the
Exclusive Territory

Realty World® -
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We and our affiliates reserve the right to

(1) establish and operate, and allow others to establish and operate, other Realty World®
Businesses using the Marks at any location outside the Exclusive Territory and on such terms and
conditions as we deem appropriate,

(2) establish and operate, and allow others to establish and operate, real estate brokerage
businesses for commercial real estate only using the Marks and the Franchise System, at any location
and on such terms and conditions we deem appropriate,

(3) establish and operate, and allow others to establish and operate real estate brokerage
businesses, located anywhere (including within the Exclusive Territory), that may offer products and
services which are identical or similar to products and services offered by Realty World®
Businesses, under other trade names, trademarks, service marks and commercial symbols different
from the Marks, and on any terms and conditions we deem appropriate,

(4) establish, and allow others to establish, other businesses and distribution channels
(including, but not limited to, the Internet), wherever located or operating regardless of the nature or
location of the customers with whom such other businesses and distribution channels do business,
that operate under the Marks or any other trade names, trademarks, service marks or commercial
symbols that are the same as or different from the Realty World® Businesses, and that sell products
and/or services that are identical or similar to, and/or competitive with, those that the Realty
World® Businesses customarily sell under any terms and conditions we deem appropriate,

(5) engage 1n, and allow others (including Realty World® Businesses), to engage 1n real
estate brokerage services for new home developments located anywhere (including within the
Exclusive Territory),

(6) acquire the assets or ownership interests of one or more businesses providing products
and services similar to those provided at Realty World® Businesses, and franchising, licensing or
creating similar arrangements with respect to these businesses once acquired, wherever these
businesses (or the franchisees or licensees of these businesses) are located or operating,

(7) be acquired (whether through acquisition of assets, ownership interests or otherwise,
regardless of the form of transaction), by a business providing products and services similar to those

provided at Realty World® Businesses, or by another business, and

(8) engage 1n all other activities not expressly prohibited by this Agreement

Realty World®
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IN WITNESS WHEREOF, the Franchisor and the Franchisee have duly executed and
delivered this Addendum on this day of 20

THIS ADDENDUM SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS
EVIDENCED BY DATING AND SIGNING BY EITHER ANDREW CIMERMAN, OUR
PRESIDENT AND CHIEF EXECUTIVE, OR TWO OF OUR DULY AUTHORIZED
OFFICERS OR REPRESENTATIVES

REALTY WORLD, INC, a
Nevada corporation

By By
Title Title
DATED: DATED:

b
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FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND
LIMITED LIABILITY COMPANY, OR NOT A LEGAL ENTITY):
PARTNERSHIP):
[Signature]
[Name]
By [Print Name]
Title
) [Signature]
DATED
[Print Name]
[Signature]
[Print Name]
[Signature]
[Print Name]
DATED:
Really World®
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INITIAL FRANCHISE FEE PROMISORY NOTE

Amount § Dated

FOR VALUABLE CONSIDERATION, the undersigned (“Maker”) and N/A (“Co-
Maker(s)”) promise to pay to Realty World, Inc or 1ts successors and assigns (“Holder”), on

at , or at such other place as Holder may designate, in writing, the

principal sum of (the “Principal™), which amount shall, except as set forth
below, bear no interest

1

This Promissory Note (“Note”) 1s made pursuant to Realty World Franchise Agreement of
herewith and entered into by and between Maker as “Franchisee” and Holder
as “Franchisor” In the event the Maker or Co-Maker(s) fail to make any payment when due,
including any payment due upon acceleration of this Note, the entire outstanding Principal shall
thereafter bear interest at rate equal to the lesser of eighteen percent (18%) per annum or the
highest rate allowed by law from its duc date until paid 1n full

All payments shall be made in lawful money of the United States of America without set-off,
offsct, recoupment, deduction or counterclaim of any kind whatsoever Payments, when made,
shall first be applied to accrued and unpaid interest, if any, and then to Principal

Maker acknowledges and agrees that’amount of this Note (reflecting the Initial Franchise Fee) 1s
fully earned by Holder and non-refundable

Maker may prepay the principal balance of this Note in full or in part at any time, with no
prepayment penalty No partial prepayment shall extend or postpone the due date of any
subsequent 1nstallment payment or change the amount of the installment payment Prepayments
will be applied without notation on this Note

Holder of this Note may determine that Maker and co-Maker(s) are 1n default and may accelerate
the unpaid Principal and all interest accrued thereon to be immediately due and payable, without
presentment for payment or any notice or demand, (A) if Maker, Co-Maker(s), endorser, surety or
guarantor of this Note (1) suspends business, (11) becomes insolvent or offer settlement to any
creditors, (1) files a petition 1in bankruptcy, either voluntary or involuntary, (1v) institutes any
proceeding under any bankruptcy or insolvency laws relating to the relief of debtors, (v) makes
an assignment for the benefit of creditors, or (vi) makes any false statement or representation
orally or in writing, fails to furnish information, or fails to permit inspection of any books or
records on demand of Holder, (B) upon default in payment of any Principal payment due
hereunder, (C) upon default, in Holder’s sole opinion, or any other agreement or not between
Maker and Holder For the purposes of this Note, a party shall be in default of an agreement if
such party shall have been given notice of such default in accordance with the terms of any such
agreement, and, as to those defaults for which such party 1s afforded an opportunity to cure
pursuant to such agreement, such party shall have failed to make such cure within the applicable
period provided Maker’s and Co-Maker(s)’s obligation to pay the Principal and interest thereon,
if accelerated shall be absolute and unconditional, and shall not be subject to any rights of set-off,
offset or recoupment

Realty World®
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Maker and Co-Maker(s) agree(s) to pay all expenditures made 1n any attempt to collect any
amounts due pursuant to this Note Maker and Co-Maker(s) agree that any attorney-at-law or its
attorney-0in-fact may appear in any court of record situated in any County where the Maker
and/or Co-Maker(s) then reside or in the County where Maker and/or Co-Maker signed thts Note
at any time after the debt evidenced shall become due, either at its stated maturity or by
declaration, and waiving the 1ssuing and service of process and confess judgment against the
MakKer and Co-Maker(s), jointly and severally, in favor of the Holder, for the amount then owning
thereon, together with attorneys’ fees and other legal costs and thereupon release(s) all errors and
waive(s) all nghts to appeal

Maker, Co-Maker(s) and all endorsers or guarantors of this Note, and each of them, hereby
waive, to the fullest extent permitted by law, diligence, demand, notice of demand, presentment
for payment, notice of non-payment, notice of dishonor, protest and notice of protest and
specifically consent to and waive notice of any renewals, _extensions, amendments or
modifications of this Note, whether made to or in favor of Maker or any other person or persons
Holder reserves the right to modify the terms of this Note, grant extensions, notations, renewals,
releases, discharges, compositions and compromises with any party liable under this Note, with or
without any notice to or the consent of, and without discharging or affecting the obligations of|
any other party liable under this Note The claiming of any statute of limitations as a defense to
any demand against Maker, Co-Maker(s) or any endorser or guarantor 1s expressly waived by
each and all of endorsers or guarantors of this Note

This Note shall be construed and enforced in accordance with the laws of the State of Michigan
The terms of this Note are confidential and will not be disclosed to any third party by Maker
without the prior written consent of Holder, unless otherwise required by law

This Note shall be jont and several obligation of Maker, Co-Maker(s), all guarantors and
endorsers, if any, and shall be binding upon them and their heirs, executors, personal
representatives, successors and assitgns and shall inure to the benefit of Holder and 1ts successors
and assigns This Note shall not be assignable by Maker or any Co-Maker without the prior
written consent of [lolder

(THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK)
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IN WITNESS WHEREOF, the undersigned Maker and Co-Maker(s) have executed this Note as of the
date first set above

MAKERS AND GUARANTOR(S) 7

Signature

Print Name

MAKERS AND GUARAN I'OR(S)

Signature

a2

Print Name

MAKERS AND GUARANTOR(S)

Signature

Print Name
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EXHIBIT E

LIST OF FRANCHISES

™




Business Name Contact Person Address Oty State | Zip Code Office Phone Fax

1 JRW All Stars Joe Thomas/Karla Elkebir 9520 19th St Rancho Cucamonga CA 91737 (909) 942 3003 {909) 583 9852
2 |RW Allensworth L E (Al) Allensworth 10803 Lakewood Downey CA 90241 (562) 923 8879

3 |RW Antelope Valley Segio Herrera - 44039 27th Street West Lancaster CA 93536 661-998 6224

4 |RW Beverly Hills Marshall Dismuke 468 N Camden Drive Beverly Hills CA 90210 (310) 285 1741 (310) 601 4541
5 |RW Califormia Properties Inc #1 Vijay Patel 3124 W Beverly Bivd Montebelio CA 90640 (323) 728 4200 (323) 725-4968
6 |RW Capero Carlos Rossi/Sergio Pena 10927 La Reina Downey CA 90241 {562} 231 3700 (562) 231 3737
7 |RW Cares #1 {HomeCares) Piero Reece 1625 Sweetwater Suite A National City CA 91950 {619) 791-1000 {619) 327 1406
8 |RW Cares #2 Piero Reece 5120 Robinwood Street Ste C 21 Bonita CA 91902 (619) 791-1000 (619) 327 1406
9 |RW Coachella valley Maritza Martinez 81953 Hwy 111 Ste 6 Indio CA 92201 (760) 347-3303 (760) 347 3305
10 |RW Desert Cities Richard A Pearson 453 E Tahguitz Canyon Way Palm Springs CA 82262 {760) 327 8402

11 |RW Diamond Maria Lupe Luevanos 9045 Haven Ave Suite 106 Rancho Cucamonga CA 91730 (909) 684 4403

12 [RW Diversified Jose Munoz 615 Trafalgar Ave La puente CA 91744 562 846-0253

13 |RW Estates Chff Hildreth 25251 Avenue Tibbitts Valencia CA 91355 (661) 794-7247 (661) 295 1336
14 |RW Extraordinaire lose T Rodriguez & Jose Munoz 13525 Telegraph Rd  Ste A Whittier CA 90605 (562) 846 0253

15 |RW First Choice Geraldine(Geri) Kleinpell 3 Point Drive #214 Brea CA 92821 (714) 256 1101 (714) 256 1121
16 |[RW Golden Era Maria Zendejas 1701 North Lombard St Ste 104 Oxnard CA 93030 (805) 465-2006 (805) 465 2007
17 |RW Infinity Properties Suzi Tnmidad 490 Alabama Street #101 Redlands CA 92373 909 910 5559

18 |RW Legends Art Mayes 28001 Smyth Dr Suite 105 Valencia CA 91355 (661) 799-9400 {661) 222 7599
19 JRW Lone Star Brokers Nadim Mustafa 2447 W Beverly Boulevard Montebello CA 90640 (323) 838 4444 (323) 722 6755
20 |RW Main Street Scott Johnson 835 N Main Street Ste D Corona CA 92880 (951) 735 9900 (951) 735-0159
21 |[RW Marguee Jerry Armstrong/Anthony Valdiva 1000 Quail Suite 200 Newport Beach CA 92660 {949) 536 5095

22 |RW My San Diego Real Estate Rosalinda Ramirez 220 Lomas Santa Fe Dr Solana Beach CA 92705 {858) 345 4966 (858) 761-0235
23 |RW of Newport Beach Bob Huckins 1101 Dove Street Newport Beach CA 92660 (714) 876-6295 {714) 436 9010
24 |RW Premier Gary Zendejas 1652 Plum Lane Ste 102 Redlands CA 92374 (909) 748 5000 (909) 798 3564
25 |RW Prestige Esteban Vargas 206 N 1 Street ‘ La Puente CA 91744 (562) 639 9173 (323) 686-5183
26 |RW RHB Properties and Associates Ron Byrd 2945 Townsgate Rd Westlake Village CA 91361 (866) 684-6647

27 |RW Hometown Barbara (Bobbi) Mathues 965 Hopmeadow Street Simsbury cT 06070 (860) 658 8000 (860) 658 8004
28 |RW Signature Properties Mehssa Giangrasso 1874 Norwich New London Turnpike Uncasville cT 06382 (860} 447 8839 (860) 447 8539
29 |Ocala RW Elisha Lopez (Luis husband) 2709 Sw 27th Ave Ste 103 Ocala FL 34471 (352) 789-6746 (866) 426 6693
30 JRW C Bagans First Rob Bagan/Kevin Williamson/Charlie Bonacd30 Colorado RD Lehigh Acres FL 33936 (239) 369 5841 (239) 369 5847
31 [RW Elite Properties Evelyn Palacio S600 SW 135 Ave Suite 101 Miami FL 33183 305-455 1132

32 |RW Executive Group Mark & Pat Cole 3521US Hwy17Ste B Fleming Island FL 32003 (904) 215 5712 (904) 215 5711
33 [RW Executive Homes Diana De La Rosa 12498 SW 127th Ave Miami FL 33186 (305) 251-4044 (305) 251 4094
34 |RW FDR Realty Group Marco Fonseco 20925 Lyons Rd Boca Raton FL 33428 (754) 235 7588

35 |RW First Global Realty Gabriel Acosta/Peter Leon 12401 Orange Dnive Suite 100A Davie FL 33330 (954) 539-2004

36 |RW Freewheeler Realty #1 Alexa Wheeler 85992 Overseas Hwy Islamorada FL 33036 (305) 664-4444 (305} 831 4517
37 |RW Freewheeler Realty #2 Algxa Wheeler/John Elkovry broker 98500 Overseas Hwy Key Largo FL 33037 (305) 852-4400 (305) 831 4517
38 |RW J Pavich Real Estate 1 - Estero* Joe Pavich 21301S Tamiami Tr #340 Estero FL 33928 (239) 495-9968 (239) 947-5475




39 |RW J Pavich Real Estate 2 Cape Coral Joe Pavich 3013 Del Prado Boulevard #5 6 Cape Coral FL 33904 (239) 540-3625 (239) 540 5057
40 |RW J Pavich Real Estate 3 Matlacha Joe Pavich 4566 Pine Island Road Matlacha FL 33993 (239) 283-1003 (239) 287-9531
41 |RW M Realty Group Osmany Mondaca 10631 N Kendzll Drive, Suite 155 Miami FL 33176 (305) 396 9003 (866) 509-4192
42 |[RW M Realty Group - Pinecrest Osmany Mondaca 8603 South Dixie ngﬁway Suite 220 Pinecrest FL 33143 (305) 735 6956

43 |RW New Castle Realty Terry Sweigart 12181 Sheridan Street Cooper City FL 33026 (954) 431-5311 (954) 431 7082
44 |RW South Florida - Coral Springs Ernesto Vega 5491 North University Dnive Ste 204 Coral Springs FL 33065 (954) 282-6350

45 IRW South Florida Doral Center Ernesto Vega 9585 NW 41 St Doral FL 33178 (786) 237 0797 (786) 237 0798
46 |RW South Fliorida Fort Lauderdale Ernesto Vega 2734 E Oakland Park Blvd #201 Ft Lauderdale FL 33306 (954) 880 2550 (954) 602 9525
47 |RW South Florida Kendall Ernesto Vega 9995 SW 72nd Street, Suite 209 Miami FL 33173 (305) 595 6804

48 |RW South Florida Weston Ernesto Vega 2883 Executive Park Dr #201 Weston FL 33331 (954) 332 7121

49 |RW Top Producers Realty Inc (Naples) John Krol 580 11th Street South Naples FL 34102 (239) 430 1700 (239) 649 0017
50 |[RW Treasure Coast Jeff Laughren 1660 NW Federal Highway Stuart FL 34994

51 |RW Horner West Real Estate Inc Arlene Gillespie 618 E Main St PO Box 271 Weiser 1D 83672 (208) 545 1162 (208) 549 1175
52 |RW Tiffany Real Estate Wayne Sobczak 549 Lake Street Antioch IL 60002 (847) 395 1010 (847) 395 8888
53 |JRW Harbert Company Maurice Harbert 1298 West Main Street Greenwood IN 46142 (317) 885 8858 {317) 889 8858
54 |RW Indy James (Jim) Jordan 600 E Carmel Dr Suite 162 Carmel! IN 46032 (317) 509 3688 (317) 468 9909
55 |RW Turtle Creek Realty Rollin Jackson 4000 E Southport Road Indianapalis IN 46237 (317) 783 0783 (317) 783 9311
56 |RW Adams & Associates #1 Cassandra (Sandy) & Witham (Bill) Adams 632 Chesnut Street Berea KY 40403 (859) 623 1900 (866) 252 4997
57 |RW Adams & Associates #2 Cassandra (Sandy) & Wilham (Bill) Adams 11043 Center Drive Richmond KY 40475 (859) 623 1900 (866) 252 4997
58 |RW Forest Realty Michael Procopto 20 Main Street Saugus MA 01906 (781) 233 3190 (781) 233 3481
59 |RW Platinum Group Pat D'alleva 85 Ferry Everett MA 02149 (617) 387 3898 (617) 387-9891
60 |RW Related Realty Group Sam Medina 3 Roche Bros Way Unit A North Easton MA 02356 (508) 238 2417 (508) 238 2471
61 JRW Home Centre James Park 2710 Mountain Road Ste# 205 Pasadena MD 21122 (410) 439 0999 {410) 439-8990
62 [RW Preferred Properties Robert Castro 2670 Crain Highway Suite 411 Waldorf MD 20601 301 870 8555

63 |[RW Team One Properties David Thomas 5865 Allentown Road Camp Springs MD 20746 {240) 508 0597 (240) 607-7777
64 |RW America Agency Inc Lows Trenta 1604 Route 27 Edison NJ 08817 (732) 985 7894 (732) 819-7844
65 |RW Desert Homes Geaorge and Jill Grieco 1000 South Boulder Hwy Henderson NV 89015 (702) 566 6781 (702) 566 4241
66 |[RW Commercial Global Ohio Rick Starr (Pri Adathakkar) 1585 Bethel Rd Columbus OH 43220

67 |RW Experience Rick Starr (Ralph DeVault ) 4094 Main Street Hiliard OH 43026 (614) 813 0605

68 |RW Leonello Rick Starr (Henn Leonello) 7578 Fredle Drive Concord OH 44077 (440) 867 2244

69 JRW Real Estate Stars Rick Starr {Debbie Stohi) 1585 Bethel Rd Columbus OH 43220 (614) 686-4400 (888) 289 9010
70 |RW Presidential Kirk Paschal 5625.Cypress Creek Parkway Houston T 77069 (281) 440 7444

71 |RW Professionals Pam Snowden 709 FM 1187 N Suite 200 Aledo X 76008 (817) 441 7707 (817) 441 7993
72 |RW Uptown Jay Clemente & Edward Delgadillo 6807 Housman St Houston ™ 77055 (713) 936 0779 {713) 574 2947
73 |RW Cosser & Associates David (Dave) & Jody Cosser 282 SW 13th St Chehalis WA 98532 (360) 345 1006 (360) 345 1008
74 |RW Performance Network John Reid 6009 VISTA DR P O BOX 125 Ferndale WA 98248 {360) 384 3088 (360) 384-4052
75 |RW Greater Green Bay Dean Valentine 3000 Rwverside Dr, Ste 140 Green Bay wi 54301 (920) 371 7269




EXHIBIT F

LIST OF FRANCHISEES WHO HAVE LEFT THE SYSTEM*

*If you buy this T'ranchise, your contact information may be disclosed to other buyers when you leave the
franchise system




Business Name Contact Person Address City State |Zip Code |Office Phone Fax

1]RW Superstars Art Welch/Melody (wife) 3939 N Holt Circle Buckeye AZ 85326 (623) 239-0926 (623) 298 5660
2 |RW Investment Solutions Curtis Arbiso 14081 Yorba Street Surte 234 Tustin CA 92780 (714) 442-3809 (855) 800-2077
3 |RW Pacific Greg Dilion 14 Kingston Court E Coronado CA 92118 (619) 250-4235 (619) 330 2965
4 |RW Real Estate Professional Joe Bergquist 1740 Spring St Suite B Paso Robles CA 93446{805 233-0000

5 [RW Clayton Property Brokers Clayton Janer 75 Main Street East Haven CcT 06512 (203) 467 6676 (203) 466 0124
6 |RW Leading Experts Simon & Tiffany Chan 3940 Bufford Hwy Swite A101 Deluth GA 30097 (678) 887 1297 {678) 392-4766
7 |RW All Pro Inc | George Ristau 7134 W Grand Ave Chicago IL 60707 (773) 637-6500 (773) 637 5729
8|RW All Pro Inc Il George Ristau 7747 W Belmont Elmwood Park IL 60707 (708) 452 7653 (708) 452 7790
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DISCLOSURE ACKNOWLEDGMENT STATEMENT

Realty World, Inc (‘Realty World™), through the use of this Disclosure Acknowledgment Statement, desires to
determine that you fully understand and comprehend that the purchase of a Realty World Franchise to operate as a Realty
World real estate brokerage business (a “Realty World Franchise™) 1s a business decision involving the evaluation of its
associated nisks and that Realty World’s policy 1s to verify and confirm that in making your decision you are not relying
upon any oral statement, representations, promises or assurances made during the negotiations for the purchase of a Realty
World Franchise by any director, officer, employee, agent or representative of Realty World (collectively “Representative™)
which are not specifically set forth in Realty World’s then—current “Umform Franchise Offering Circular”, including all of
the exhibuts attached to 1t (the “Offering Circular™)

The following representations have been prepared by Realty World 1n an effort to ensure that you have a complete
and accurate understanding of duties, responsibilities and obligations of a Realty World F'ranchisee prior to the execution of
the Franchise Agreement

1 You acknowledge reccipt of the Offering Circular on You further
acknowledge that you have personally and carefully reviewed the Offering Circular, that you understand all of the
information 1n the Offering Circular and that you have been advised by a Representative to have professional
adwvisors of your own, including legal counsel, to review the Offering Circular and consult with you regarding the
risks associated with the purchase and operation of a Realty World Franchise

2 You acknowledge that you have made your own independent determination as to whether you have the
capital necessary to fund a Realty World Franchise operation

3 You recognize and understand that the business risk, which exists in connection with the purchase of any
business make the success or failure of a Realty World I'ranchise subject to many variables, including, but not
limited to, your skills and abilities, the hours you work, competition from other businesses, interest rates, the
economy, nflation, store location, operation costs, lease terms and costs, the market place and other economic and
other business factors You acknowledge your willingness to undertake these business risks and it 1s your
responstbility to manage your franchise business You understand that the success or failure of your franchise
operation depends primanly upon your efforts and not that of Realty World

4 You acknowledge and agree that your decision to purchase a Realty World Franchise 1s in no manner
predicated upon any representations, assurances, warranties, guarantees or promises made by a Representative as to
the likelihood of success of a Realty World Franchuse You further acknowledge that you have not received any
information from a Representative concerning actual, average, projected or forecasted franchise sales, gross
receipts, operating costs, revenues, income, profits or earnings that is not contamned in the Offering Circular, except
as follows (1f no exceptions, write “None™) |

S You acknowledge that no statement, promise or assurance has been made to you by a Representative
concerning the likelihood of success you should or might expect to achieve from developing and operating a Realty
World Franchise that 1s contrary to, or different from, the information contained n the Offering Circular If you
believe that such a statement, promise or assurance has been made, please describe such statement, promise or
assurance 1n the space provided below or write “None”

CHGO1 30181446




6 You acknowledge that no statement, promise or assurance has been made to you by a Representative
concerning the advertising, marketing, training, support services or assistance that Realty World wall furmish you
that 1s contrary to, or different from, the information contained in the Offering Circular If you behieve that such a
statement, promise or assurance has been made, please describe such statement or promise in the space provided
below or write “None”

7 You acknowledge that no other statement, promuse or assurance has been made to you by a Representative
concerning any other matter related to a Reaity World Franchise that is contrary to, or different fiom, the
information contained in the Offering Circular 1f you believe that such a statement, promise or assurance has been
made, please describe such statement, promise or assurance n the space provided below or write “None™

PROSPECTIVE FRANCHISEE (Individual)

Name

Signature
Date

PROSPECTIVL F'RANCHISEL
(Corporation, Partnership or Limited Liability Company)

a/an corporation

a/an partnership

a/an limited liabthity company
By

Its

Date

CHGOI 30181446
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ADDITIONAL DISCLOSURES FOR THE
FRANCHISE DISCLOSURE DOCUMENT OF
REALTY WORLD, INC

The following are additional disclosures for the Franchise Disclosure Document of

REALTY WORLD, INC required by various state franchise laws Each provision of these
additional disclosures will orily apply to you 1f the applicable state franchise registration and
disclosure law applies to you

CALIFORNIA

1

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY
OF ALL PROPOSED AGREEMENTS RELATING TO THE SALE OF THE
FRANCHISE BE DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT

SECTION 31125 OF THE FRANCHISE INVESTMENT LAW REQUIRES US TO
GIVE YOU A DISCLOSURE DOCUMENT APPROVED BY THE COMMISSIONFR
OF CORPORATIONS BEFORL WE ASK YOU TO CONSIDER A MATERIAL
MODIFICATION OF YOUR FRANCHISE AGREEMENT

OUR WEBSITE, www realtyworld com, HAS NOT BEEN REVIEWED OR
APPROVED BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT
ANY COMPLAINTS CONCERNING THE CONTENT OF THE WEBSITE MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT,
COMISSIONER OF' BUSINESS OVERSIGHT AT www dbo ca gov

The following 1s added at the end of Item 3

Neither we, our predécessor or affiliates rior any person 1 Item 2 of the Disclosure
Document 1s subject to any currently effective order of any national securities exchange,
as defined n the Securities Exchange Act of 1934, 15U S C A Sections 78a et seq ,
suspending or expelling such persons from membership in that association or exchange

The following paragraphs are added at the end of I[tem 17

Cahifornia Busingss and Professions Code Sections 20000 through 20043 provide rights
to the franchisee concerning tetmination, transfer or nonrenewal of the franchise If the
Franchise Agreement contains a provision that 1s inconsistent with the law, and the law
applies, the law will control

The Franchise Agreement contains a covenant not to compete that extends beyond
termination of the franchise This provision might not be enforceable under California
law

The Franchise Agrecment requtres binding arbitration The arbitration will be conducted
at a suitable location chosen by the arbitrator which 1s within a 50 mile rads of our then

Realty World®
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current principle place of business (currently Newport Beach, California) with the costs
being borne as provided 1n the Franchise Agreement Piospective franchises are
encouraged to consult private legal counsel to determine the applicability of Califorma
and federal laws (such as Business and Professions Code Section 20040 5, Code of Civil
Procedure Section 1281, and the Fedetal Arbitration Act) to any provisions of the
Franchise Agreement restricting venue to a forum outside the State of California

The Franchise Agreement requires application of the laws of the state in which the
Business is located This provision might not be enforceable under California law

The Franchise Agreement provides for termination upon bankruptcy This provision
might not be enforceable under federal bankruptcy law (11 U S C A Sections 101 et seq )

The Franchise Agreement provides for liquidated damages This provision might not be
enforceable under California law

The Franchise Agreement requires you to sign a general rclease of claims upon renewal or
transfer of the Franchise Agreement California Corporations Code Section 31512
provides that any condition, stipulation, or provision purporting to bind any person
acquiring any franchise to waive compliance with any provision of that law or any rulc or
order thereunder 1s void Section 31512 might void a warver of your rights under the
Franchise Investment Law (California Corporations Code Section 31000 — 31516)
Business and Professions Code Section 20010 might void a waiver of your rights under
the Franchisc Relations Act (Business and Professions Code Sections 20000 — 20043)

a “Unless you sign the Exclusive Territory Addendum you will not recerve an
exclusive territory You may face compctition from other franchisecs, from outlets that
we own, or from other channels of distribution or competitive brands that we control ”

b You must meet minimum Sales Representative quotas to maintain your rights to the
Exclusive Terntory under the Exclusive Territory Addendum

ILLINOIS
Illino1s law governs the agreements between the parties to this franchise

Section 4 of the Illinois Franchise Disclosure Act provides that any provision in a
franchise agreement that designates jurisdiction or venue outside of the State of
[llinois 1s voird However, a franchise agreement may provide for arbitration
outside of Illinois

Section 41 of the Illinois Franchise Disclosure Act provides that any condition,
stipulation or provision purporting to bind any person acquiring any franchise to
waive compliance with the [llinois Franchise Disclosure Act or any other law of
lllinois 1s void

Realty World®
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Your rights upon termination and non-renewal of a {ranchise agrcement are set |
forth 1n sections 19 and 20 of the Illinois Franchise Disclosure Act

MARYLAND

l The following 1s added to the end of the “Summary” sections of item 17(¢), entitled
Requirements for franchisee to renew or extend, and item 17(m), entitled Conditions tor
franchisor approval of transfer

However, pursuant to COMAR 02 02 08 16L,, any release required as a

condition of renewal and/or assignment/transfer will not apply to claims

arising under the Maryland Franchise Registration and Disclosure Law

2 The following s added to the end of the “Su;nmary” sections of item 17(h), entitled
“Cause” defined — non-curable defaults

The Franchise Agrecment provides for termination upon bankruptcy This
provision might not be enforceable under federal bankruptcy law (11
U S C Sections 101 et seq ), but will enforce 1t to the extent enforceable

3 The “Summary” section of Item 17(t), entitied Integration/merger clause, 1s amended
to the add the following

, provided, however, that nothing in the Franchise Agreement or in any
related agreement 1s intended to disclaim any of the representations made
in our Franchise Disclosure Document

4 The “Summary” sections of Item 17(v), entitled Choice of forum, and 17(w), entitled
Choice of law, are amended to add the following

, except that you may bring suit in Maryland for any claims arising under
the Maryland I'ranchise Registration and Disclosure Law

5 The following language 1s added at the end of the chart in Item 17

Decspite any contradicting provision in the Franchise Agreement, you have
3 years from the date on which we grant you the franchise to bring a claim
under the Maryland Franchise Registration and Disclosure Law

MINNESOTA
| Trademarks The following language 1s added to the end of Item 13

To the extent required by Minnesota Stat Sec 80C 12, Subd 1(g), we will
protect your right to use the Marks and indemnify you from any loss, costs

Realty World®
Cx 1-08/2017 State

Page 3 of 7




or expenses arising out of any claim, sutt or demand regarding the use of
the Marks

2 Renewal, Termination, Transfer and Dispute Resolution The following is added at
the end of the chart in ltem17

With respect to franchises governed by Minnesota law, we will
comply with Minn Stat Sec 80C 14, Subds 3, 4 and 5 which require,
except In certain specified cases, that you be given 90 days’ notice for non-
renewal of the I'ranchise Agreement

Minn Stat Sec 80C 21 and Minn Rule 2860 4400J might prohibit
us from requiring litigatton to be conducted outside Minnesota Those
provisions also provided that nothing in the Franchise Disclosure
Document or Franchise Agreement shall in any way abrogate or reduce
any rights you have under the Minnesota Franchises Law, including (if
applicable) the night to submit matters to the jurisdiction of the courts of
Minnesota and the right to any procedure, forum or remedies that the laws
of the jurisdiction provide

Any release required as a conditton of renewal or
transfer/assignment will not apply to the extent prohibited by applicable
law with respect to claims arising under Minn Rule 2860 4400D

NEW YORK

| The following information 1s added to the cover page of the Franchise
Disclosure Document

INFORMATION COMPARING FRANCHISORS IS AVAILABLE
CALL THE STATE ADMINISTRATORS LISTED IN EXHIBIT A
OR YOUR PUBLIC LIBRARY FIRST SOURCES OF
INFORMATION REGISTRATION OF THIS FRANCHISE BY
NEW YORK STATE DOES NOT MEAN THAT NEW YORK
STATE RECOMMENDS IT OR HAS VERIFIED THE
INFORMATION IN THIS FRANCHISE DISCLOSURE
DOCUMENT IF YOU LEARN THAT ANYTHING IN THE
FRANCHISE DISCLOSURE DOCUMENT IS UNTRUE, CONTACT
THE FEDERAL TRADE COMMISSION AND NEW YORK STATE
DEPARTMENT OF LAW, BUREAU OF INVESTOR
PROTECTION AND SECURITIES, 120 BROADWAY, 23%°
FLOOR, NEW YORK, NEW YORK 10271

THE FRANCHISOR MAY, IF IT CHOOSES, NEGOTIATE WITH
YOU ABOUT ITEMS COVERED IN THE FRANCHISE

Realty World®
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DISCLOSURE DOCUMENT HOWEVER, THE FRANCHISOR
CANNOT USE THE NEGOTIATING PROCESS TO PREVAIL
UPON A PROSPECTIVE FRANCHISEE TO ACCEPT TERMS
WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN
THIS FRANCHISE DISCLOSURE DOCUMENT.

2 The following 1s added at the end of Item 3

Except as described above, with regard to us, our predecessor or affiliates, the persons
identified in Item 2, or an affiliate offering franchises under our principle trademark

A There 1s no pending administrative, criminal, or civil action alleging a felony,
violation of a franchise, antitrust, or securities law, fraud, embezzlement,
fraudulent conversion, misappropriation of property, unfair or deceptive practices,
or comparable civil or misdemeanor allegations or was a party to any material
civil action involving the franchise relationship in the last fiscal year

B No such party has been convicted of a felony or pleaded nolo contendere to a
felony charge or, within the 10-year period immediately preceding the application
for registration, has been convicted of or pleaded nolo contendere to a
misdemeanor charge or been held liable in a civil action alleging violation of a
franchise, antitrust, or securities law, fraud, embezzlement, fraudulent conversion,
misappropriation of property, unfair or deceptive practices, or comparable
allegations

C No such party 1s subject to a currently effective injunction or restrictive
order or decree relating to the franchise, or under any federal, state, or
Canadian franchise, securities, antitrust, trade regulation, or trade practice
law, as a result of a concluded or pending action or proceeding brought by
a public agency, or 1s subject to any currently effective order of any
national securities association or national securities exchange, as defined
in the Securities and Exchange Act of 1934, suspending or expelling such
person {from membership 1n such association or exchange, or 1s subject to
a currently effective injunctive or restrictive order relating to any other
business activity as a result of an action brought by a public agency ot
department, including, without limitation, actions affecting a franchise as a
real estate broker or sales agent

3 The following 1s added at the end of Item 4

Except as disclosed above, no person 1dentified in Item 1, and no officer of
franchisor, or any other individual who will have management
responsibility relating to the sale or operation of franchises offered by this
disclosurc document have, during the 10 year period immediately
preceding the date of the Franchise Disclosure Document (a) filed as

Realty World®
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debtor (or had filed against 1t) a petition to start an action under the U S

. Bankruptcy Code or any foreign bankruptcy laws, (b) obtained a discharge
of its debts under the U S Bankruptcy Code or any foreign bankruptcy
faws, or (c) was a principal officer of a company or a general partner in a
partnership that either filed as a debtor (or had filed against it) a petition to
start an action under the U S Bankruptcy Code or any foreign bankruptcy
law or that obtained a discharge of its debts under the U S Bankruptcy
Code or any foreign bankruptcy laws during or within 1 year afier that
officer or general partner of ours held this position in the company or
partnership

The following 1s added to the end of the“‘Summary” sections of Item 17(c), entitled

Requirements for franchisee to renew or extend, and Item 17(m), entitled Conditions for

franchisor approval or transfer

RHODE ISLAND

However, to the extent required by applicable law, all rights you enjoy and
any causes of action arising in your favor from the provisions of Article 33
of the General Business Law of the State of New Yoik and the regulations
1ssued thercunder shall remain 1n force, 1t being the intent of this proviso
that the non-waiver provisions of General Business Law Sections 687 4
and 687 5 be satisfied

5 The following 1s added to the end of the “Summary” section of Item 17(j),
entitled Assignment of contract by franchisor

However, to the extent required by applicable law, no assignment will be
made except to an assignee who, 1n our good faith yjudgment, 1s willing and
able to assume our obligations under the Franchise Agreement

6 The following 1s added to the end of the “Summary” section of Item 17()),
entitled Assignment of contract by franchisor

Modifications to the Operations Manual will not unreasonably affect your
obligations under the ['ranchise Agreement

7 The following 1s added to the end of the “Summary” section of Item 17(v),
entitled Choice of forum, and Item 17(w), entitled Choice of law

However, the governing choice of law and choice of forum shall not be considered a
watver of any right conferred upon you by the provisions of Article 33 of the General
Business Law of the State of New York

Realty World®
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The following 1s added to the end of the “Summary” sections of Item 17(v),

entitled Choice of forum, and Item |7(w), entitled Choice of law

VIRGINIA

Section 19-28 1-14 of the Rhode Island Franchise Investment Act provides
that “A provision in a franchise agreement restricting jurisdiction or venue
to a forum outside this state or requiring the application of the laws of
another state 1s void with respect to a claim otherwise enforceable under
this Act ”

The following 1s added to the end of the “Summary” sections of Item 17(h), entitled
“Cause” defined — non-curable defaults

In recognition of the restrictions contained in Section 13 1-564 of the
Virginia Retail Franchising Act, the Franchise Disclosure Document of
Realty World, Inc for use in the Commonwealth of Virginia shall be
amended as follows

Pursuant to Section 13 1-564 of the Virginia Retail Franchising Act, 1t 1s
unlawful for a franchisor to cancel a franchise without reasonable cause

It any grounds for default or termination stated in the Franchise Agreement
does not constitute ‘reasonable cause’, as that term may be defined in the
Virginia Retail Franchising Act or the laws of Virginia, that proviston may
not be enforceable

Pursuant to Section 13 1-564 of the Virginia Retail Franchising Act, 1t 1s
unlawful for a franchisor to use undue influence to induce a franchisee to
surrender any right given to him or her under the franchise [f any
provision of the Fianchise Agreement involves the use of undue influence
by the franchisor to induce a franchisee to surrender any rights given to
him or her under the franchise, that provision may not be enforceable

WASHINGTON

The following paragraph 1s added at the end of Item 17

If any of the provistons in this Franchise Disclosure Document or Franchise Agreement
are inconsistent with the relationship provisions of Revised Code of Washington Section
19 100 180 or any other requirements of the Washington Franchise Investment Protection
Act (the “Act”), the provisions of the Act will prevail over the inconsistent terms of the
Franchise Disclosure Document or Franchise Agreement

Realty World®
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THE FOLLOWING PAGES IN THIS EXHIBIT ARE
STATE-SPECIFIC RIDERS TO THE
FRANCHISE AGREEMENT
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RIDER TO THE REALTY WORLD, INC
FRANCHISE AGREEMENT
FOR USE IN ILLINOIS

THIS RIDER s made and éntered into by and between REALTY WORLD, INC , a
Nevada corporation with 1ts principal business address at 1101 Dove St, Suite 228, Newport

Beach, CA 92660 (“we”, “us”, or “our”), and

whose principal business address 1s

(“you” or “your”), as of the latest date signed by both of our officers and set forth below our
signature on this Rider (the “Effective Date”)

]
dated

BACKGROUND We and you are parties to that certain Franchise Agreement

, 20 (the “Franchise Agreement”) that has

been signed concurrently with the signing of this Rider This Rider 1s annexed to and
forms part of the Franchise Agreement This Rider 1s being signed because (a) any of the
offering or sales activity relating to the Franchise Agreement occurred 1n Illinois and the
Realty World® Busness that you will operate under the I'ranchise Agreement will be
located 1n Ilhinois, and/or (b) you are domiciled 1n Illinois

ILLINOIS LAW The following language 1s added to the end of the

Franchise Agreement

Realty World®
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Illinois law governs the agreements between the parties to this franchise

Section 4 of the Illinois Franchise Disclosure Act provides that any provision n a
franchisc agreement that designates jutisdiction or venue outside of the State of
Illinots 1s void However, a franchise agreement may provide for arbitration
outside of Illinots

Section 41 of the Illinois Franchise Disclosure Act provides that any condition,
stipulation or provision purporting to bind any person acquiring any franchise to
waive compliance with the Illinois Franchise Disclosure Act or any other law of
IIinots 1s void

Your rights upon termination and non-renewal of a franchise agreement are set
forth in sections 19 and 20 of the Illinois Franchise Disclosure Act

Franchisee RW
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IN WITNESS WHEREQF, the parties have executed and delivered this Rider on'the
dates noted below, to be effective as of the Effective Date

THIS RIDER SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS EVIDENCED
BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED OFFICERS OR
REPRESENTATIVES

REALTY WORLD, INC , a Nevada
corporation

By By
Andrew Cimerman, CEO
Title
DATED
DATED
Realty World®
Cx I1-08/2017 State Franchisee RW
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FRANCHISE OWNER

(IF YOU ARE A CORPORATION,
LIMITED LIABILITY COMPANY, OR
PARTNERSHIP)

[Name]

Title

DATED

Realty World®
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FRANCHISE OWNER

(IF YOU ARE AN INDIVIDUAL AND
NOT A LEGAL ENTITY)

[Signature]

[Print Name]

[Signature]|

[Print Name]

[Signature]

[Print Namc]

[Signature]

[Print Name]

DATED:
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RIDER TO THE REALTY WORLD, INC
FRANCHISE AGREEMENT
FOR USE IN MARYLAND

THIS RIDER 1s made and entered into by and between REALTY WORLD, INC, a
Nevada corporation with its principal business address at 1101 Dove St; Suite 228, Newport
Beach, CA 92660 (“we”, “us”, or “our”), and

whose principal business address 1s

(“you” or “your™), as of the latest date signed by both of our officers and set forth below our
signature on this Rider (the “Effective Date’ )

1 BACKGROUND We and you are parties to that certain Franchise Agreement
dated , 20 (the “Franchise Agreement”) that has
been signed concurrently with the signing of this Rider This Rider 1s annexed to and
forms part of the 'ranchise Agreement This Rider 1s being signed because (a) any of the
offering or sales activity relating to the Franchise Agreement occurred in Maryland and/or
(b) the Realty World® Business that you will operate under the Franchise Agreement
will be located in Maryland

2 NON-WAIVER. The following is added to the end of Section | B ofthe
Franchise Agreement

To the extent so required by applicable law, these acknowledgements are not intended to
act, nor shall they act, as a releasc, cstoppels or waiver of any habihty incurred under the
Maryland I'ranchise Registration and Disclosure Law

3 RELEASES The following 1s added to end of Section 12 C (10), 12D and 13 C
of the Franchise Agreement

Pursuant to COMAR 02 02 08 16L, any release required as a condition of renewal and/or
assignment/transfer will not apply to claims arising under the Maryland Franchise
Registration and Disclosure Law

4 INSOLVENCY The following is added to the end of Section 14 (19) of the
Franchise Agreement

, however, we and you acknowledge that certain aspects of this provision might not be
enforceable under federal bankruptcy law (11 U S C Sections 101 et seq )

5 GOVERNING LAW Section 17 G of the Franchise Agreement s deleted and
replaced with the following

Realty World®
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G GOVERNING LAW ALL MATTERS RELATING TO
ARBITRATION WILL BE GOVERNED BY THE UNITED STATES
FEDERAL ARBITRATIONACT (9USC §§1ET SEQ) EXCEPTTO
THE EXTENT GOVERNED BY THE FEDERAL ARBITRATION ACT,
THE UNITED STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15
US C SECTIONS 1051 ET SEQ ), OR OTHER UNITED STATES
FEDERAL LAW, THIS AGREEMENT, THE FRANCHISE, AND ALL
CLAIMS ARISING FROM THE RELATIONSHIP BETWEEN US AND
YOU WILL BE GOVERNED BY THE LAWS OF THE STATE OF IN
WHICH YOUR BUSINESS IS LOCATED WITHOUT REGARD TO ITS
CONFLICT OF LAWS RULES, EXCEPT THAT (1) ANY STATE LAW
REGULATING THE SALE OF FRANCHISES OR GOVERNING THE
RELATIONSHIP OF A FRANCHISOR AND ITS FRANCHISEE WILL
NOT APPLY UNLESS ITS JURISDICTIONAL REQUIREMENTS ARE
MET INDEPENDENTLY WITHOUT REFERENCE TO THIS
PARAGRAPH, AND (2) TO THE EXTENT REQUIRED BY APPLICABLE
LAW, MARYLAND LAW WILL APPLY TO CLAIMS ARISING UNDER
THE MARYLAND FRANCHISE REGISTRATION AND DISCLOSURE
LAW

6 CONSENT TO JURISBDICTION Section 17 H of the Franchise Agreement 1s
dcleted and replaced with the following

H CONSENT TO JURISDICTION SUBJECT TO
SUBSECTION 17.F ABOVE AND THE PROVISIONS BELOW, YOU AND
YOUR OWNERS AGREE THAT ALL ACTIONS ARISING UNDER THIS
AGREEMENT OR OTHERWISE AS A RESULT OF THE RELATIONSHIP
BETWEEN YOU AND US MUST BE COMMENCED IN A COURT OF
GENERAL JURISDICTION NEAREST TO OUR THEN CURRENT PLACE OF
BUSINESS (CURRENTLY NEWPORT BEACH, CALIFORNIA), AND YOU
(AND EACH OWNER) IRREVOCABLY SUBMIT TO THE JURISDICTION OF
THAT COURT AND WAIVE ANY OBJECTION YOU (OR THE OWNER)
MIGHT HAVE TO EITHER THE JURISDICTION OF OR VENUE IN THAT
COURT NOTWITHSTANDING THE FOREGOING, YOU MAY BRING AN
ACTION IN MARYLAND FOR CLAIMS ARISING UNDER THE MARYLAND
FRANCHISE REGISTRATION AND DISCLOSURE LAW

7 LIMITATIONS OF CLAIMS The following 1s added to the end of Section
17N of the Franchise Agreement

» PROVIDED, HOWEVER, THAT THIS LIMITATION OF CLAIMS SHALL
NOT ACT TO REDUCE THE THREE (3) YEAR STATUTE OF LIMITATIONS
AFFORDED YOU FOR BRINGING A CLAIM UNDER THE MARYLAND
FRANCHISE REGISTRATION AND DISCLOSURE LAW

Realty World®
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IN WITNESS WHEREOF, the parties have executed and delivered this Rider on the dates
noted below, to be effective as of the Effective Date

THIS RIDER SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS
EVIDENCED BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED
OFFICERS OR REPRESENTATIVES

REALTY WORLD, INC, a Nevada
corporation

By By
Andrew Cimerman, CEO
Title
DATED
DATED
Realty World® v
I’x 1-08/2017 State Franchisee RW
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FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND
LIMITED LIABILITY COMPANY, OR NOT A LEGAL ENTITY)
PARTNERSHIP)'

[Signature]

[Name]
[Print Name|
By
Title [Signature]
DATED
[Print Name]
[Signature]
[Print Name]
[Signature]
[Print Name]
DATED
Realt; World®
L 1-08/2017 State Franchisee RW
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REALTY WORLD, INC

GRANT OF FRANCHISOR CONSENT AND FRANCHISEE RELEASE

Realty World, Inc (“we”, “us”, or “our”) and the undersigned {ranchisee,

(*you” or “your”),
currently are parties to a certain Franchise Agreement (the “Franchise Agreement”) date
You havc asked us to take the following action or to agree
to the following request [insert as appropniate for renewal or tiansfer situation]

We have the right under the Franchise Agrcement to obtain a general release
from you (and, if applicable, your owners) as a condition of taking this action or agieeing
to this request Therefore, we are willing to take the action or agree to the request
specified above 1f you (and, if applicable, your owners) give us the release and covenant
not to sue provided below in this document You (and, 1f applicable, your owners) arc
willing to give us the release and covenant not to sue provided below as partial
consideration for our willingness to take action or agree to the request described above

Consistent with the previous introduction, you, on your own behalf and on bchalf
of your successors, heirs, executors, administrators, personal representatives, agents,
assigns, partners, shareholders, members, directors, officers, principals, employees, and
affiliated entities (collectively, the “Releasing Parties™), hereby forever release and
discharge us and our current and former officers, directors, members, principals,
employces, agents, representatives, affiliated entities, successors, and assigns
(collectively, the “Realty World Parties”) from any and all claims, damages (known or
unknown), demands, causes of action, suits, duties, habihities, and agreements of any
nature and kind (collectively, “Claims”) that you and any of the other Relcasing Parties
now has, ever had, or, but for this document, hereafter would or could have against any of
the Realty World Parties (1) arising out of or related to the Realty World Parties’
obligations under the Franchise Agreement or (2) otherwise arising from or related to
your and the other Releasing Parties’ relationship, from the beginning of time to the date
of your signature below, with any of the Realty World Parties You, on your own behalf
and on behalf of the other Releasing Parties, further covenant not to sue any of the Realty
World Parties on any of the Claims released by this paragraph and represent that you have
no assigned any of the Claims released by this paragraph to any individual or entity who
1s not bound by this paragraph

We also are entitled to a release and covenant not to sue from your owners By
his, her, or their separate signatures below, your owners likewise grant to us the release
and covenant not to sue provided above

[SIGNATURE PAGE FOLLOWS]

Realty World®
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IN WITNESS WHEREOF the parties have executed and delivered this Rider on the dates noted below,
to be effective as of the Effective Date

THIS AGREEMENT SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS

EVIDENCED BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED OFFICERS OR
REPRESENTATIVES

REALTY WORLD, INC

Pirint Name Andrew Cimerman

Print Name

Title CEO

Tile

By

By

Date

FRANCHISE OWNER

Print Name

Title

By

Date

Print Name-

Title

By

Date

Print Name

Tttle

By

Date

Realty World®
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RIDER TO THE REALTY WORLD, INC
FRANCHISE AGREEMENT
FOR USE IN MINNESOTA

THIS RIDER is made and entered into by and between REALTY WORLD, INC , a

Nevada corporation with 1ts principal business address at 1101 Dove St, Suite 228, Newport

Beach, CA 92660 (“we” “us”, or “our”), and

whose principal business address is

(“you” or “your”), as of the latest date signed by both of our officers and set forth below our
signature on this Rider (the “Effective Date™)

1

BACKGROUND We and you are parties to that certain Franchise Agreement
dated , 20 (the “Franchise Agreement”) that has
been signed concurrently with the signing of this Rider This Rider 1s annexed to and
forms part of the Franchise Agreement This Rider 1s being signed because (a) the Realty
World® Business that you will operate under the Franchise Agreement will be located in
Minnesota, and/or (b) any of the offering or sales activity relating to the Franchise
Agreement occurred in Minnesota

NOTIFICATION OF INFRINGMENTS AND CLAIMS The following
language 1s added to the end of Section 5 C of the Franchise Agreement

To the extent required by Minnesota Stat Sec 80C 12, Subd 1(g), we will protect your
right to use the Marks and indemnify you from any loss, costs or expenses arising out of
any claim, suit or demand regarding the use of the Marks

RELEASES The following 1s added to the end of Section 12 C (10), 12 D and
Section 13 C of the Franchise Agreement

Any release required as a condition of renewal and/or assignment/transfer will not apply
to the extent prohibited by the Minnesota Franchises Law

RENEWAL AND TERMINATION The following is added to the end of
Sections 13 and 14 of the Franchise Agreement

However, with respect to franchises governed by Minnesota law, we will comply with
Minn Stat Sec 80C 14, Subds 3, 4 and 5 which require, except in certain specified
cases, that you be given 90 days’ notice of termination (with 60 days to cure) and 180
days’ notice of non-renewal of this Agreement

GOVERNING LAW Section 17 G of the Franchise Agreement 1s deleted and replaced

with the following

Realty World®
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G GOVERNING LAW ALL MATTERS RELATING TO
ARBITRATION WILL BE GOVERNED BY THE UNITED STATES FEDERAL
ARBITRATION ACT(OUSC §§1ET SEQ) EXCEPT TO THE EXTENT
GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES
TRADEMARK ACT OF 1946 (LANHAM ACT, 15U S C SECTIONS 1051 ET
SEQ ), OR OTHER UNITED STATES FEDERAL LAW, THIS AGREEMENT,
THE FRANCHISE, AND ALL CLAIMS ARISING FROM THE RELATIONSHIP
BETWEEN US AND YOU WILL BE GOVERNED BY THE LAWS OF THE
STATE OF IN WHICH YOURBUSINESS IS LOCATED WITHOUT REGARD
TO ITS CONFLICT OF LAWS RULES, EXCEPT THAT (1) ANY STATE LAW
REGULATING THE SALE OF FRANCHISES OR GOVERNING THE
RELATIONSHIP OF A FRANCHISOR AND ITS FRANCHISEE WILL NOT
APPLY UNLESS ITS JURISDICTIONAL REQUIREMENTS ARE MET
INDEPENDENTLY WITHOUT REFERENCE TO THIS PARAGRAPH, AND (2)
NOTHING IN THIS AGREEMENT WILL ARBROGATE OR REDUCE ANY OF
YOUR RIGHTS UNDER MINNESOTA STATUTES CHAPTER 80C OR YOUR
RIGHT TO ANY PROCEDURE, FORUM OR REMEDIES THAT THE LAWS OF
THE JURISDICTION PROVIDE

6 CONSENT TO JURISDICTION Section 17 H of the Franchise Agreement 1s
deleted and replaced with the following

H CONSENT TO JURISDICTION SUBJECT TO
SUBSECTION 17.F ABOVE AND THE PROVISIONS BELOW, YOU AND
YOUR OWNERS AGREE THAT ALL ACTIONS ARISING UNDER THIS
AGREEMENT OR OTHERWISE AS A RESULT OF THE RELATIONSHIP
BETWEEN YOU AND US MUST BE COMMENCED IN A COURT OF
GENERAL JURISDICTION NEAREST TO OUR THEN CURRENT PLACE OF
BUSINESS (CURRENTLY NEWPORT BEACH, CALIFORNIA), AND YOU
(AND EACH OWNER) IRREVOCABLY SUBMIT TO THE JURISDICTION OF
THAT COURT AND WAIVE ANY OBJECTION YOU (OR THE OWNER)
MIGHT HAVE TO EITHER THE JURISDICTION OF OR VENUE IN THAT
COURT NOTWITHSTANDING THE FOREGOING, MINN STAT. SEC. 80C 21
AND MINN RULE 2860 4400J PROHIBIT US, EXCEPT IN CERTAIN
SPECIFIED CASES, FROM REQUIRING LITIGATION TO BE CONDUCTED
OUTSIDE MINNESOTA NOTHING IN THIS AGREEMENT SHALL
ABROGATE OR REDUCE ANY OF YOUR RIGHTS UNDER MINNESOTA
STATUTES CHAPTER 80C OR YOUR RIGHT TO ANY PROCEDURE, FORUM
OR REMEDIES THAT THE LAWS OF THE JURISDICTION PROVIDE.

7 WAIVER OF PUNITIVE DAMAGES AND JURY TRIAL To the extent
required by the Minnesota Franchises Law, Section 17 I of the Franchise Agreement 1s
deleted

Realty World®
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8 INJUNCTIVE RELIEF Section 17 L of the Franchise Agreement 1s delcted
and replaced with the following

L INJUNCTIVE RELIEF Nothing in this Agreement bars our right to seek
specific performance of the provisions of this Agreement and injunctive relief against
threatened conduct that will cause us, the Marks and/or the Franchise System loss or
damage, under customary equity rules, including applicable rules for obtaining restraining
orders and preliminary injunctions (subject to our obligation to arbitrate the underlying
claim if required by Section 17 F) You agree that we may seek such injunctive relief in
addition to such further or other relief as may be available at law or in equity You agree
that your only remedy 1f an injunction is entered against you will be the dissolution of that
injunction, if warranted, upon due hearing (all claims for damages by injunction being
expressly waived hereby)

9 LIMITATIONS OF CLAIMS The following 1s added to the end of Section
17 N of the Franchise Agreement

, provided, however, that Minnesota law provides that no action may be commenced
under Minn Stat Sec 80C 17 more than three (3) years after the cause of action accrues

[The remainder of this page is intentionally left black |
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IN WITNESS WHEREOF, the partics have executed and delivered this Rider on the
dates noted below, to be effective as of the Lffective Date

THIS RIDER SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS
EVIDENCED BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED
OFFICERS OR REPRESENTATIVES.

REALTY WORLD, INC, a Nevada

corporation
By By
Andrew Cimerman, CEO
Title
DATED- DATED
J/ )
Realty World® )
Lx 1-08/2017 State Franchisce RW
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FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND
LIMITED LIABILITY COMPANY, OR NOT A LEGAL ENTITY).
PARTNERSHIP)-

[Signature]

[Name]
[Print Name|
By
Title [Signature]
DATED.
[Print Name]
[Signature]
[Print Name]
[Signature]
[Print Name]
DATED
Realty World®
Ex 1-08/2017 State T'ranchisee RW
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RIDER TO THE
REALTY WORLD, INC.
FRANCHISE AGREEMENT FOR USE IN THE
STATE OF NEW YORK

THIS RIDER i1s made and entered into by and between REALTY WORLD, INC , a

Nevada corporation with its principal business address at 1101 Dove St, Suite 228, Newport

Beach, CA 92660 (“we”, “us”, or “our’), and

whose principal business address 1s

(“you” or “your”), as of the latest date signed by both of our officers and set forth below our
signature on this Rider (the “Effective Datc™)

1

BACKGROUND We and you are parties to that certain Franchise Agreement
dated , 20 (the “Franchise Agreement”) that has
been signed concurrently with this Rider This Rider i1s being signed because (a) you are
domiciled 1n the State of New York and the Realty World® Business that you will
operate under the Franchise Agreement will be located in New York, and/or (b) any of the
offering or sales activity relating to the Franchise Agreement occurred in New York

TRANSFER BY US The following language 1s added to the end of Section
12 A of the Franchise Agreement

However, to the extent required by applicable law, no transfer will be made except to an
assignee who, 1n our good farth judgment 1s willing and able to assume our obligations
under this Agreement

RELEASES The following language 1s added to the end of Sections 12 C (10),
12 D and 13 C of the Franchise Agreement

Notwithstanding the foregoing all rights enjoyed by you and any causes of action arising
in your favor from the provisions of Article 33 of the General Business Law of the State
of New York and the regulations 1ssued thercunder shall remain in {orce to the extent
required by the non-waiver provisions of GBL Sections 687 4 and 687 S, as amended

TERMINATION OF AGREEMENT The following language 1s added to the
end of Section 14 of the 'ranchise Agreement

¢

You may terminate this Agreement on any grounds available by law under the provisions
of Article 33 of the General Business Law of the State of New York

GOVERNING LAW The following statement 1s added at the end of Section
17 G ofthe Franchise Agreement

Realty World®
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THIS SECTION SHALL NOT BE CONSIDERED A WAIVER OF ANY RIGHT
CONFERRED UPON YOU BY THE PROVISIONS OF ARTICLE 33 OF THE
NEW YORK STATE GENERAL BUSINESS LAW, AS AMENDED, AND THE
REGULATIONS ISSUED THEREUNDER.

CONSENT TO JURISDICTION The following 1s added to the end of Section
17 H of the Franchise Agreement

THIS SECTION SHALL NOT BE CONISDERED A WAIVER OF ANY RIGHT
CONFERRED UPON YOU BY THE PROVISIONS OF ARTICLE 33 OF THE
NEW YORK STATE GENERAL BUSINESS LAW, AS AMENDED, AND THE
REGULATIONS ISSUED THEREUNDER

IN WITNESS WHEREOF, the parties have executed and delivered this Rider on the
dates notced below, to be effective as of the Effective Date

THIS RIDER SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS

EVIDENCED BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED
OFFICERS OR REPRESENTATIVES

REALTY WORLD, INC, a Nevada

corporation
By By
Andrew Cimerman, CEO
Title
DATED DATED

Realty World®
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FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND

LIMITED LIABILITY COMPANY, OR NOT A LEGAL ENTITY)
PARTNERSHIP)
[Signature]
[Name]
|Print Name]
By
Title [Signature]
DATED
[Print Name]
[Signature)
[Print Name]
[Signature]
[Print Name]
DATED:
Realty World®
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RIDER TO THE REALTY WORLD, INC
FRANCHISE AGREEMENT
FOR USE IN RHODE ISLAND

THIS RIDER is made and entered into by and between REALTY WORLD, INC , a

Nevada corporation with its principal business address at 1101 Dove St, Suite 228, Newport
Beach, CA 92660 (“we”, “us”, or “our”) and P

whose principal business address 1s

(“you” or “your”) as of the latest date signed by both of our officers and set forth below our
signature on this Rider (the “Effective Date™)

1

BACKGROUND We and you are parties to that certain Franchise Agreement
dated , 20 (the “Franchise Agreement”) that has
been signed concurrently with this Rider This Rider 1s annexed to and forms part of the
I'ranchise Agreement This Rider s being signed because (a) you are domiciled in Rhode
Island and the Realty World® Business that you will operate under the Franchise
Agreement will be located in Rhode Island, and/or (b) any of the offering or sales activity
relating to the Franchise Agreement occurred in Rhode Island

GOVERNING LAW The following 1s added to the end of Section 17 G of the
Franchise Agreement

SECTION 19-28 1-14 OF THE RHODE ISLAND FRANCHISE INVESTMENT
ACT PROVIDES THAT “A PROVISION IN A FRANCHISE AGREEMENT
RESTRICTING JURISDICTION OR VENUE TO A FORUM OUTSIDE THIS
STATE OR REQUIRING THE APPLICATION OF THE LAWS OF ANOTHER
STATE IS VOID WITH RESPECT TO A CLAIM OTHERWISE
ENFORCEABLE UNDER THIS ACT.”

CONSENT TO JURISDICTION The following 1s added to Section 17 H of
the Franchise Agreement

SECTION 19-28 1-14 OF THE RHODE ISLAND FRANCHISE INVESTMENT
ACT PROVIDES THAT “A PROVISION IN A FRANCHISE AGREEMENT
RESTRICTING JURISDICTION OR VENUE TO A FORUM OUTSIDE THE
STATE OR REQUIRING THE APPLICATOIN OF THE LAWS OF ANOTHER
STATE IS VOID WITH RESPECT TO A CLAIM OTHERWISE
ENFORCEABLE UNDER THIS ACT”

Realty World® -
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IN WITNESS WHEREQF, the parties have executed and delivered this Rider on the
dates noted below, to be effective as of the Effective Date

THIS RIDER SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS
EVIDENCED BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED
OFFICERS OR REPRESENTATIVES

REALTY WORLD, INC , a Nevada
corporation

By By
Andrew Cimerman, CEO
Title
DATED DATED
f
Realty World®
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FRANCHISE OWNER FRANCHISE OWNER

‘ (IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND
LIMITED LIABILITY COMPANY, OR NOT A LEGAL ENTITY)
PARTNERSHIP)

[Signature]

[Name]
[Print Name]
By
Title [Signatuie]
DATED
[Print Name]
[Signature]
[Print Name]
[Signature]
‘ [Print Name]
DATED:
Realty World®
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RIDER TO THE REALTY WORLD, INC
FRANCHISE AGREEMENT
FOR USE IN WASHINGTON

THIS RIDER 1s made and entered into by and between REALTY WORLD, INC , a

Nevada corporation with its principal bustness address at 1101 Dove St, Suite 228, Newport

Beach, CA 92660 (“we”, “us”, or “our”), and

whose principal business address 1s

(“you” or “your”), as of the latest date signed by both of our officers and set forth below our
signature on this Ridet (the “Effective Date™)

BACKGROUND We and you are parties to that certain Franchise Agreement
dated , 20 (the “Franchise Agreement”) that has
been signed concurrently with the signing of this Rider This Rider 1s annexed to and
forms part of the I'ranchise Agreement This Rider s being signed because (a) you are
domiciled in Washington, and/or (b) the Realty World® Business that you will operate
under the Franchise Agreement will be located in Washington, and/or (c) any of the
offering or sales activity relating to the Franchise Agreement occurred in Washington

WASHINGTON LAW The following paragraphs are added to the end of the
Franchise Agreement

The state of Washington has a statute, RCW 19 100 180 which may supersede
the franchise agreement 1n your relationship with the franchisor including the areas of
termination and renewal of your franchise There may also be court decisions which
may supersede the franchise agreement in your relationship with the franchisor
including the areas of termination and renewal of your franchise

In any arbitration involving a franchise purchased in Washington, the
Arbutration site shall be either in the state of Washington, or in a place mutually agreed
upon at the time of the arbitration, or as determined by the arbitrator

In the event of a conflict of laws, the provisions of the Washington I'ranchise
investment Protection Act, Chapter 19 100 RCW shall prevail

A release or waiver of rights executed by a franchisee shall not include rights
under the Washington Franchise Investment Protection Act except when exccuted
pursuant to a negotiated settlement after the agreement is in effect and where the
parties are represented by independent counsel Provisions such as those which
unreasonably restrict or limit the statute of hmitations period for claims under the Act,
rights or remedies under the Act such as a right to a jury trial may not be enforceable
Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable
estimated or actual costs in effecting a transfer
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IN WITNESS WHEREOF, the parties have executed and delivered this Rider on the
dates noted below, to be effective as of the Fffective Date

THIS RIDER SHALL NOT BE EFFECTIVE UNTIL ACCEPTED BY US AS
EVIDENCED BY DATING AND SIGNING BY TWO OF OUR AUTHORIZED
OFFICERS OR REPRESENTATIVES

REALTY WORLD, INC, a Nevada
corporation

By By
Andrew Cimerman, CEO
Title
DATED: DATED
Reafty World®
Ex 1-08/2017 State Franchisee RW

Page 2 of 3




FRANCHISE OWNER FRANCHISE OWNER

(IF YOU ARE A CORPORATION, (IF YOU ARE AN INDIVIDUAL AND
LIMITED LIABILITY COMPANY, OR NOT A LEGAL ENTITY)
PARTNERSHIP)*

[Signature]

[Name]
[P1int Name]
By
Title [Signature]
DATED:
[Print Name]
[Signature]
[Print Name]
[Signature]
[Print Name]
DATED
Realty World®
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NEW YORK REPRESENTATIONS PAGE

FRANCHISOR REPRESENTS THAT THIS FRANCHISE DISCLOSURE DOCUMENT
DOES NOT KNOWINGLY OMIT ANY MATERIAL FACT OR CONTAIN ANY
UNTRUE STATEMENT OF A MATERIAL FACT
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EXHIBIT J

RECEIPTS




RECEIPT
(OUR COPY)

This disclosure document summarizes certain provisions of the franchise agreement and other information in
plain language Read this disclosure document and all agreements carefully

If Realty World, Inc offers you a franchise, 1t must provide this disclosure document to you 14 calendar days
before you sign a binding agreement with, or make a payment to, Realty World, Inc or an affihate in connection
with the proposed franchise sale, or sooner if required by apphcable law

Under Iowa law, we must give you this disclosure document at the earlier of our 1¥ personal meeting or 14
calendar days before you sign an agreement with, or make a payment to, us or an affiliate in connection with the
proposed franchise sale

Under Michigan law, we must give you this disclosure document at least 10 business days before any execution of
any binding franchise or other agreement or the payment of any consideration, whichever occurs first

Under New York and Rhode Island law, we must provide this disclosure document at the earlier of the 1¥
personal meeting or 10 business days before you sign a binding agreement with, or make a payment to, us or an
affiliate 1n connection with the proposed franchise sale

If Realty World, Inc does not deliver this disclosure document on time or 1f 1t contains a false or musleading
statement, or a material omission, a violation of federal law and state law may have occurred and should be
reported to the Federal Trade Commussion, Washington, D C 20580 and the appropniate state agency identified
on Exhibit A

The franchisor 1s Realty World, Inc, 1101 Dove Street, Suite 228, Newport Beach, CA 92660
Tel (714) 436-9009 The franchise seller for this offering 1s

Name of Franchise Seller Lisa Gerdes
Principal Business Address 1101 Dove St, Suite 228, Newport Beach, CA 92660
Telephone Number (714) 436-9009 Ext 1104

Name of Franchise Seller Ron Byrd
Principal Business Address 1101 Dove St, Suite 228, Newport Beach, CA 92660
Telephone Number (714) 436-9009 Ext 1110

Issuance Date September 7, 2017 (The effective dates in the franchise registration states are noted on the third
page of this Franchise Disclosure Document)



See Exhibit A for our registered agents authonzed to receive service of process

I have received a disclosure document 1ssued on September 7, 2017 that included the followtng Exhibits
Exhibit A - List of State Agents/Agents for Service of Process Exhibit F - List of Franchisees Who Left the System
Exhibit B - Franchise Agreement Exhibit G - Operations Manual Table of Contents
Exhibit B-1 - Exclusive Temtory Addendum Exhibit H - Disclosure Acknowledgment Statement
Exhibit C — Promussory Note Exinbit I - State Additional Disclosures and'Riders
Exhibit D - Financial Statements Exhibit J Receipts

Exhibit E - List of Franchisees

Date Signature Pninted Name

Please return this recéipt to us at Realty World, Inc, 1101 Dove Street, Suite 228, Newport Beach, CA 92660
Tel 714-436-9009, Fax 714-436-9010



RECEIPT
(YOUR COPY)

This disclosure document summanizes certain provisions of the franchise agreement and other information n
plain language Read this disclosure document and all agreements carefully

If Realty World, Inc offers you a franchise, 1t must provide this disclosure document to you 14 calendar days
before you sign a binding agreement with, or make a payment to, Realty World, Inc or an affiliate 1n connection
with the proposed franchise sale, or sooner 1f required by applicable law

Under lowa law, we must give you this disclosure document at the earlier of our 1¥ personal meeting or 14
calendar days before you sign an agreement with, or make a payment to, us or an affihate 1n connection with the
proposed franchise sale

Under Michigan law, we must give you this disclosure document at least 10 business days before any execution of
any binding franchise or other agreement or the payment of any consideration, whichever occurs first

Under New York and Rhode Island law, we must provide this disclosure document at the earlier of the 1*
personal meeting or 10 business days before you sign a binding agreement with, or make a payment to, us or an
affihiate 1n connection with the proposed franchise sale

If Realty World, Inc does not deliver this disclosure document on time or if 1t contains a false or misleading
statement, or a material onussion, a violation of federal law and state law may have occurred and should be
reported to the Federal Trade Commission, Washington, D C 20580 and the appropriate state agency 1dentified
on Exhibit A

The franchisor 1s Realty World, Inc, 1101 Dove Street, Suite 228, Newport Beach, CA 92660
Tel (714) 436-9009 The franchise seller for this offering 1s

Name of Franchise Seller Lisa Gerdes
Principal Business Address 1101 Dove St, Suite 228, Newport Beach, CA 92660
Telephone Number (714) 436-9009 Ext 1104

Name of Franchise Seller Ron Byrd
Principal Business Address 1101 Dove St, Suite 228, Newport Beach, CA 92660
Telephone Number (714) 436-9009 Ext 1110

Issuance Date September 7, 2017 (The effective dates in the franchise registration states are noted on the third
page of this Franchise Disclosure Document)



See Exhibit A for our registered agents authonzed to receive service of process
I have received a disclosure document 1ssued on September 7, 2017 that included the following Exhibits

Exhibit A - List of State Agents/Agents for Service of Process Exhibit F - List of Franchisees Who Left the System

Exhibit'B - Franchise Agreement Exhibit G - Operations Manual Table of Contents
Exiibit B-1 - Exclusive Terntory Addendum Exhibit H - Disclosure Acknowledgment Statement
Extubit C — Promissory Note Exhibit I - State Additional Disclosures and Riders
Exhibit D - Financial Statements Exhibit J Receipts

Exhibit E - List of Franchisees

Date Signature Printed Name

Please return thts receipt to us at Realty World, Inc, 1101 Dove Street, Suite 228, Newport Beach, CA 92660
Tel 714-436-9009, Fax 714-436-9010




