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STATE OF MINNESOTA
DEPARTMENT OF COMMERCE
REGISTRATION DIVISION

(651) 296-6328

IN THE MATTER OF THE REGISTRATION OF:
BRER AFFILIATES INC F/A

By BRER AFFILIATES INC

ORDER AMENDING
REGISTRATION

WHEREAS, an application to amend the registration and
amendment fee have been filed,

IT IS HEREBY ORDERED that the registration dated
August 11, 2011, is amended as of the date set forth below.

-

_ 74

MIKE ROTHMAN

Commissioner

Department of Commerce

85 7th Place East, Suite 500

St Paul, MN 55101
Date: January 19, 2012



UNIFORM FRANCHISE REGISTRATION APPLICATION

(Insert file number o edigteiy

preceding f ling of Applicant)

State: MINNESOTA JAN %% Fee: $100.00
A

APPLICATION FOR (Check only one):

INITIAL REGISTRATION OF AN OFFER AND SALE OF FRANCHISES
RENEWAL APPLICATION OR ANNUAL REPORT
PRE-EFFECTIVE AMENDMENT

X POST-EFFECTIVE AMENDMENT -

1. Full legal name of Franchisct: BRER Affiliates Inc. formerly known as

Prudential Real Estate Affiliates, Inc.

2. Name of the franchise offering: BRER AffiliatesTnc: f\S W
3. Franchisor’s principal business address: 3333 Michelson Drive, Suite 1000

Irvine, California 92612
4. Name and address of Franchisor’s agent in this State authorized to receive service of process:

Minnesota Department of Commerce, Market Assurance Division, 85 7™ Place East,
Suite 500, Saint Paul, Minnesota 55101

5. The states in which this application is or will be shortly on file:

Hawaii
llinois

Michigan
v B /_._'87#.(1,.

\

Minnesota
South Dakota

Virginia W

Washington |
Wisconsin ? _ “ —
6. Name, address, telephone and facsimile numbers, and e-mail address of person to whom

communications regarding this application should be directed:

Dianne Falco, BRER Affiliates Inc., 3333 Michelson Drive, Ste. 1000, Irvine, California
92612, (949) 794-4719 Direct, (877) 360-8478 Fax2Mail



# Prudential g o

BRER Affiliates Inc.

3333 Micheison Drive, Suite 1000, Ivine, CA 92612
Bus 948 794-4719  Fax 877 360-8478

dianne falco@prudential.com

Vi4 UPS OVERNIGHT MAIL

January 12,2012

Mr. Daniel Sexton

State Program Administrator Director
Registration Division

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

St. Paul, Minnesota 55101-3165

Re: BRER Affiliates Inc. formerly known as Prudential Real Estate Affiliates, Inc. (“Applicant”)
Residential Offering '
Your File No. F-4811

Dear Mr. Sexton:

On behalf of Applicant and pursuant to Section 80C.07 of the Minnesota Statutes, in order to amend
Apphcant’s franchise registration enclosed are the following:

1. Post-Effective Amendment No. 1 to Applicant’s existing Franchise registration, accompanied
by one copy of the Franchise Disclosure Document, incorporating therein certain exhibits,
including Applicant’s franchise agreement, which has been marked to show material changes
from the previous version filed with your office on August 11, 2011.

2. Check payable to Minnesota State Treasurer in the amount of $100 in payment of the
filing fee.

3. Consent to Service of Process, Corporate Verification and Certification,

Please review these enclosures at your earliest convenience and advise me at (949) 7944719, and in
writing at the above address, of any comments or questions you may have. If all documents are in order,
we would appreciate your notification in writing when Applicant’s franchise amendment will be
effective.

Si eré]y, '

v

anne Falco
Paralegal

Enclosures



Certification

I certify and swear under penalty of law that | have read and know the contents of this application,
including the Franchise Disclosure Document with an issuance date of December 14, 2011 attached as an
exhibit, and that all material facts stated in all those documents are accurate and those documents do not
contain any material omissions. [ further certify that I am duly authorized to make this certification on
behalf of the Franchisor and that I do so upon my personal knowledge.

Executed at Irvine, California, on January 12, 2012

Franchisor: BRER Afliliates Inc. formerly known as
dential Real Estate Affiliates, Inc.

i/l

i il
[~ ot

By:

Name: David S. Beard

Title: Vice President

STATE OF CALFORNIA )

S e’

COUNTY OF ORANGE

Subscribed and sworn to (or affirmed) before me on this 12™ day of January 2012, by David S. Beard,
proved to me on the basis of satisfactory evidence to be the person(s) who appeared before me.

Signature Wm e DIANNE FALCO

Commission # 1939796

Notary Public - California
Orange County
My Comm. Expires Jut 2, 2015




UNIFORM FRANCHISE CONSENT TO SERVICE OF PROCESS

BRER Affiliates Inc., formerly known as Prudential Real Estate Affiliates, Inc., a corporation
organized under the laws of the State of Delaware (the “Franchisor”), irrevocably appoints the officers of
the States designated below and their successors in those offices, its attomey in those States for service of
notice, process or pleading in an action or proceeding against it arising out of or in connection with the
sale of franchises, or a violation of the franchise laws of that State, and consents that an action or
proceeding against it may be commenced in a court of competent jurisdiction and proper venue within
that State by service of process upon this officer with the same effect as if the undersigned was organized
or created under the laws of that State and had lawfully been served with process in that State. We have
checked below each state in which this application is or will be shortly on file, and provided a duplicate
original bearing an original signature to each state,

California: Commissioner of

Corporations North Dakota: Securities Commissioner
Hawaii: Commissioner of Rhode [sland: Director, Department of
Securities Business Regulation

South Dakota: Director of the Division of
Ilinois: Attorney General Securities

Virginia: Clerk, Virginia State Corporation
Indiana: Secretary of State Commission

Maryland: Securities

Commissioner

X Minnesota: Commissioner of

Commerce

Washington: Director of Financial Institutions

Wisconsin: Administrator, Division of
Securities, Department of Financial Institutions

New York: Secretary of State

Please mail or send a copy of any notice, process or pleading served under this consent to:

Dated: January 12,2012

MICHAEL E. WASENIUS, ESQ.

BRER AFFILIATES INC.

3333 MICHELSON DRIVE, SUITE 1000
IRVINE, CALIFORNIA 92612

Franchisor:
BRER Affilj

By:

Name: David S. Beard
. Title: Vice President



Certificate of Acknowledgment

STATE OF CALFORNIA )

A

COUNTY OF ORANGE )

On January 12, 2012, before me, Dianne Falco, Notary Public, personally appeared David S. Beard, Vice
President of BRER Affiliates Inc., who proved to me on the basis of satisfactory evidence to be the person
whose name is subscribed to the within instrument and acknowledged to me that she executed the same in
her authorized capacity, and that by her signature on the instrument the person, or the entity upon behalf of
which the person acted, executed the instrument.

I certify under PENALTY of PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature WM

DIANNE FALCO
Commission # 1939796
Notary Public - Calilornia =

Orange County z

My Comm. Expires Jul 2, 2015




FRANCHISE DISCLOSURE DOCUMENT
ERER AFFILIATES INC.

{FQRMERLY KNOWN AS)
PRUDENTIAL REAL ESTATE AFFILIATES, INC.
A Delaware Corporation
3333 Michelson Drive, Suite 1000
Irvine, CA 92612

. (949} 794-7900
wwwsprudontial.som

@ Prudential

Franchise Business: As a franchisee, you will independently own and operate a residential real estate
brokerage business under our Service Marks. We offer Prudential Real Estate franchises only to existing
real estate brokers meeting our qualifications.

Total Investment: The total investment necessary to begin operation of a Prudential Real Estate
franchised business is from $40,760 to $71,635. This includes $32,500 that must be paid to franchisor
and its affiliate. The fee for the first Additional Location is $12,500 and the fee for each subsequent
Additional Location is $7,500 if you operate more than one real estate brokerage office when you sign the
Franchise Agreement. .

This Disclosure Document summarizes certain provisions of your franchise agreement and other
information in plaln English. 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 payment to, Prudential Real Estate in connection with. the proposed
franchise sale. Note, however, that no government agency has verified the Information contained in
this document.

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 the Network Support Department at
3333 Michelson Drive, Suite 1000, Irvine, CA 92612, (949) 794-7900.

The terms of your contract will govern your franchise relationship. Don't rely on the 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 is a complex investment. The information in this Disclosure Document can help you
"make up your mind. More information on franchising, such as “A Consumer’s Guide fo Buying a
Franchise,” which can help you understand how to use this Disclosure Document, is available from the
Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600
Pennsylvania Avenue, NW, Washington, D.C. 20580. You can also visit the FTC’s home page at
www fic.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 in your state. Ask your state agencies about them.

ISSUANCE DATE:’ July-4;December 14, 2011




STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a state franchise administrator
before offering or selling in 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 administrator listed in Exhibit E 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 following RISK FACTORS before you buy this franchise:

1. THE FRANCHISE AGREEMENT REQUIRES YOU TO RESOLVE DISPUTES WITH US BY

ARBITRATIONLITIGATION ONLY IN CALIFORNIA. OUT-OF-STATE
ARBITRATIONLITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE
SETTLEMENT FOR DISPUTES. IT MAY ALSO COST YOU MORE TO

ARBITRATELITIGATE WITH US IN CALIFORNIA THAN IN YOUR OWN STATE.

2. THE FRANCHISE AGREEMENT STATES THAT CALIFORNIA LAW GOVERNS THE
AGREEMENT, AND THIS LAW MAY NOT PROVIDE THE SAME PROTECTION AND
BENEFITS AS LOCAL LAW. YOUMAY WANT TO COMPARE THESE LAWS,

3. THERE MAY BE OTHER RISKS CONCERNING THE FRANCHISE.

- We-use-the-sorvicos-of-ono-or-more-FRANCHISE-BROK ERS-or-referral-sources-to-assist-us-in-selling-our-franchise-
A-franchise-broker-or-referral-soureerepresems-us; not-you—We-pay-this-person-a-fee-for-selling-our-franchise-or.
referring-you-to-us-—Y ou-should-be-sure-to-do-your-own-investigation-ofithe-franchise-

The laws ofi the states listed below require us to disclose the following additional information. The effective dates
below are the dates we completed the required filings in the respective states, '

Registration State Effective Date

California (Exempt)
Hawaii

Illinois

Indiana (Exempt)
Maryland (Exempt)
Michigan

Minnesota

New York (Exempt)
North Dakota (Exempt) ~
Rhode Island (Exempt)
South Dakota

Virginia

Washington
Wisconsin
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Item 1: THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

A. Terminology

Tho-Franchisoris-PREDENTFIAL-REAE-ESTATE-AFFILIATES-MNC—(<Prudential-Real-Estate;)—To
simplify the language in this disclosure document, “we,” “us,” or “our” means-Prudential-Real-Estate; the
Franchisor. "You," means the person to whom we grant a franchise_to or renew gur franehisc relationship
with. If You are a corporation, partnership, limited liability company, or other legal entity, the term
“Principals™ means all persons and other legal entities that now own or later acquire more than 10% of

the outstanding equity or voting interesis of: the entity.

B. The Franchisor, Our Parents, Predecessors and Affiliates.

d wl) £y ] ] d l."l- [\C O alg

Delaware corporation with our principal business address at 3333 Michelson Drive, Suite 1000, Irvine,
California 92612. Our telephone number is {949y 794-7900. See-Exhibit-F-for-ourQur agent for service of.
process in Your-statethe states whose franchise laws require us to name_an agent for service is shown on

Exhibit F.

n_December 2011, Brookfield RP S Acquisition oration (“BRPS"} purchased all_of the
outstanding gtock of our parent corporation, BRER Services Inc, (fka Prudcntial Real Estate and

Relocation Services, 1 “BRERS™), fro ial Financial, | ' :
Brookfield_Asset Managem nadi oration with its principal place of business. in

Toronto, Ontario, Canada. (“BAM” 's principal busi a B | '
181 Bay Street, Toronto, Ontario, Canada MS5J 2T3 In the United States, BAM, through its indirect

subsidiary, Real Living Rcal Estate, LLC, operatcs_the Real Living real estatc fran

also_owns another frapchisi i B R t i imit ich

We were formed in February 2004 to operate the franchise system for real estate brokerages and began
offering residential real estate brokerage franchises on April 1, 2004. We-dePrior to our name change,
we did business under the name “Prudential Real Estate” and “Prudential Real Estate Affiliates:",_We
will continue using the words “Prudential Real Estate” to refer to ourselves for certain purposes. We will

continue to_use the words “Prudential Real Estate” to describe our frapchise system and network of
franchisees.

Before February, 2004, the Prudential Real Estate franchise system was operated by Prudential-Reat
Estate-and-Relocation-Sorvicesr-Inc—(*PRERS)BRERS (formerly known as The Prudential Real Estate
Affiliates, Inc.j. PRERSBRERS is a Delaware corporation and has the same principal business address as
we do.



PRERSBRERS, our predecessor as Franchisor, began offering residential real estate brokerage franchises
on February 1, 1988. Some residential franchisees also conduct commercial real estate brokerage
services. PRERSBRERS had offered a different franchise program exclusively to commercial-only real
estate brokers for commercial real estate brokerage services since November 1997. Prudontial-Real-Estate
hasWc have continued to offer a commercial-only franchise since April 1, 2004, and as of December 31,
2010 there were 14 franchises operating under the commercial-only franchise, including conversions
from existing residential franchises.—Prudential-Roal-Estato-does-and-intonds-to-do-business-under-the
name-Prudontial-Real-Estate-Af&liates~IncL

Wo-are-a-wholly-owncd-subsidiory-of -PRER Sr-which-in-turn-is-a-wholly-owned-subsidiary-of Prudontial
Finaneial-Inc-a-Delaware-corporation-£Prudontial-Financial)Prudontial-FinanoiaPs-prineipal-office-is
locatod—at—751—Broad—Street; Newark—Now—Jorsoy-07102-As a result of the sale of BRERS from

Prudential Financial, Inc _tg QRPS, excegt fgr a l@!ted number of specifically_identified new fr a_@ Is¢

sale prospects that were pend MMMM any of America

“p al N ill onl rmit us to
renew_the jgggghlgg of any gg;g;!gg frangh;sg;: in_the franchise gg work whose franchisc agrecment
cxpires on or before December 6, 2013, for a period not.to excced five vears, No other franchise sales or-

rencwals_wili_bc permitted. These restrictions_apnlv_tp_both our residential franchise network and our
commercijal- anchi work

Prudontial-Financial—directly—and—through—othor—affiliates—and-subsidiariss—offers—a—wide—variety—of
insurance-and-finaneial-serviees-noiuding-for-example-life-insurance—The-common-stock-of Prudential
Financial-is-traded-on-the-New—York-Stock-Exchange—under—tho-symbol-“PRUAs-a-publiely-traded
company;-Prudontial-Einaneial-must-file-detailed-financial-reports-and-information-with-the-Securities-and
Exchange—Commission—Y-ot—may—aoceoss—those—reports—online—at—tho—Securities—and—Exchange
Commission-s—website—at——wwwisec-gov——er——at—Prudonfial—Financials—website—at
www-investor-prudential-cem:

Pmdontial-Financial-also-directly-and-through-its-affiliates-and-subsidiaries;-offers-a-variety-of real-estate
related-sorvices—At-various-times—those-services-have-included-and-may-in-the-future-include-property
management;—commercial—roal—estate—brokorogo,—mortgage—origination—mortgage—brokerage—title
insurance;—-and-appraisak—escrow-and—other—sorvicos—Prudential-Financiak—-through-its—affiliates—and

- subsidiaries—-manages;-buys-and-sells-real-estate-investments-for-its—own-general-account-and-for-other
HIVestorss

Ouwr affiliate, BRER Real Estate Services Company LLC (fka Prudential Real Estate Services Company,
LLC) ¢‘PRESCoBRESC0™), is a Texas limited liability company, provides real estate technology

services to certain franchisees based on an agreement that is separate from the Franchise Agreement.
Thesc services consist of an online consumer-facing website and desktop tools designed to generate sales
leads and to enable follow-up, tracking and réporting of these leads. ¥ou may be offered the opportunity
to contract with PRESCoBRESCo for such services following Your entry into the Franchise Agreement.
PRESCeBRESCo was formed in 2004 in connection with Prudential Real Estate’s acquisition of eRealty,
Inc., which formerly operated real estate brokerage offices in various cifies across the United States.
eRealty, Inc.’s existing real estate brokerages have been assimilated into Prudential Real Estate’s
franchise- system. PRESCoBRESCo’s principal business address is 1800 Bering Drive, Suite 251,
Houston, Texas 77057,

PREA-FDD 86174H-12141 1 ' 2



Our affiliate, Brookfield Relocation Inc. (fka Prudential Relocation, Inc.) ("PrudentialBrookfield
Relocation”), a Colorado corporation, offers relocation services principally to corporate and
governmental clients to assist-in transferring employees. Before 2006, some relocafion services were
offered through Prudential Residential Services, Limited Partnership (“PRSLP™), another affiliate of
ours. In January 2006, PRSLP was converted into a corporation and then merged into
PrudentialBrookfield Relocation. Prudontial_Brookfield Relocation is a wholly owned subsidiary of our
parent and predecessor as Franchisor, PRBRSBRERS, and maintains its principal office at 16260 N. 71%
Street, Scottsdale, Arizona 85254.

Our affiliate, M&MPmdennal Referral Services, Inc.«{=“PRSZ), a

Delaware corporation, with the same principal business office as ours, operates a real estate broker
referral network, which You must join. You and PRSBRS will enter into the form of agreement that is
attached as Exhibit C to the Franchise Agreement pursuant to which You will pay PRSBRS the fees that
we identify in Item 6. You will work with our Regional franchise staff to develop a list of Referral
Service Areas (“RSA”) that You can reasonably service. This RSA list will also be used for PRSBRS
broker-to-broker referrals-from-Prudential-eom-and-PREA-Center. The RSA list is non-exclusive and we
and PRSBRS each may change the RSA at any time, for any reason, including without limitation, the
addition of new franchisees in an RSA. The RSA list of communifies may be similar to, but is not related
to and may not be identical to the list of Effective Service Areas developed by Prudential Relocation ,
Inc, for its purposes.

Our-affiliate-The-Prudential-Real-EstateFinancial-Services-of-Americam-Inc—(“PREFSA2)a-California
corporation-which-has-the-same-principal-business-address—as-we-do-operates-as-a—commercial-lender
providing—financing—and—linos—of —credit—for—working—eapital;—mergers—and—acquisitions;—capital
expenditures;-and-other-businose-purposes-to-seleeted-now-and-existing-franchisees—As-a-result PREFSA:
has-acquired-debt-and/or-equity-positions-in-certain-franchised-real-estate-brokerage-eompanies-

C. Prior Business Experience of Prudential Real Estate and Any Affiliates That Offer Franchises
in Any Line of Business or Provide Products or Services to Qur Franchisees.

We describe our prior business experience and that of our parent, predecessor and affiliates that offer
goods or services to our franchisees in subsecfion B. Neither we nor our affiliates have offered franchises

in any other line of business. We efferwill continuc to operate a separate franchise program to
commercial-only real estate brokers for commercial real estate broker services.

D. Prudential Real Estate Franchises.
We-offer—and—sml—Pmdantaal——Real——Estate—franehxsosli You_are one of the new frangh;sg: sale_prospects

specifically. identificd in the sale transaction between Prudential Financial Inc. and BRPS, we can offer

and sell You a franchise permitting You to operate a residential and/or commercial real estate brokerage

business under our—Sorvico—Marks—for—locations—throughout—tho—United—States—and—certain—foreign

countries—Affiliates-of-ours-offer-Prudontial-Roal-Estate—franchises—for-specific-countsiesibe Prudential
. Gons i ited St _

If You are one of the existing franchigsees we are permitted_to_renew our franchise relationship_with, we

w&
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permitted renewals in certain Provinces in Canada where we currently have franchisees that are
operationally identical to the franchises that we effermay award or renew in the United States.

Fhe-Prudential-Real EstateQur franchise permits You to offer the specific real estate brokerage services
that we designate and, under certain circumstances, specific related real estate services, to customers.
You will do,_or continue to do business using the specific Service Marks that we designate that are
owned and licensed to us by our-affiliate;-The-Prudential Insurance-Company-of-America—(:*Prudential
Insuranee~), See Item 13. FhePrudential-Real-EstateQur franchise does not award You an exclusive
territory (except in certain circumstances). Fhis means that we may, directly or indirectly through our
affiliates, own, operate; franchise or license others to operate any type of real estate brokerage businesses
under the Service Marks or other names without restriction. See Item 12,

Because~of-the-differences—among—countries—and-the—varying—situations-associated—with—international
business-transactions;-we-and-our-affiliates-may-award-foreign-eountry-real-estate-brokerage-franehises
under-the-Service-Marks-upon-substantially-different-terms-than-the-Prudential-R eal-Estate-franchises-that
wo-award-in-the-United-States—Eurthermore—tho-Prudential-Real-Estate—franchises—that-we-award The
franchises that we renew for locations in Alaska and Hawaii may be on materially different terms than
the Pmdential-Real-Estate—franchises that we award for locations within the continental United States.
The—Prudontial-Real-Estate—franchises—that—we—award—for—certain—markets—in—the-Enited-States—that
experience-relatively-low-volumes-of -residential-brokerage-business-and-are-outside-of-a-Metropolitan
Statistical-Area-as-defined-by-the-5-S-Office-of Management-and-Budget-(“OMB~=}-may-be-en-materially
different—terms—than—the—Prudential-Real—Estate~franchises—that—we—award—for—loeations—within—a
Metropolitan-Statistical-Area-

Prudential—Real EstateQur franchisees may apply to PFudential rogkﬁglg Relocation to become a

home finding referrals. Your purchase ofa Prudentlal Real Estate franchise or a renewal of vour existing

franchise relationship_with us_does not guaranty that You will be appointed Prudentialas_a_Brookfield
Relocation designated vendor. PrudentialBrookficld Relocation selects designated vendors based on its

own independent service standards, its assessment of the ability of a franchisee/broker to provide
adequate services within a specific area, the number of brokers available to provide service in a specific
area, corporate client direcdons, and other factors. If PrudentialBrookficld Relocation appoints You as a
designated vendor, neither we nor PrudentialBrookficld Relocation guarantee the number or percentage
of relocafion referrals You may receive or whether You will receive any referrals (including referrals
from PrudentialBrookficld Relocation). PrudentialBrookfield Relocation makes referrals to brokers in
designated communities (Effective Service Areas). Effective Service Areas are determined by
Prudential Brookfield Relocation, in its own discretion. Effecfive Service Areas are non-exclusive and
may be changed by PrudentialBrookfield Relocation at any time, for any reason, including without
hmitafion, the addition of new Prudential Real Estate franchisees in an Effective Service Area.

PmdentialBrookfield Relocation’s application process typically takes more than 90 days to complete and

requires Your attendance at an orientation in Phoenix, Arizona and PrudentialBrookfigld Relocation’s
certification of Your real estate agents in the servicing of relocation referrals.

PREA-FDD 064171121411 4



E. Specialized Industry Law,

Real estate brokerage is subject to state laws and regulation. See Exhibit I for a list of state laws. It is
also subject to the Federal laws, including, without limitation, the Real Estate Settlement Procedures Act,
commonly known as RESPA, and the Fair Housing Act.

F. General Market for Your Services and General Description of Your Competition.

Pmdontial-Roal-EstatoQur franchisees-wil compete with other companies offering residential real estate
brokerage services including other national and international franchise networks.

G. Your Owner’s Obligations,

H You are a corporation, partnership, limited liability company or other type of legal entity, each
Principal who owns or later acquires more than 10% of the outstanding equity or voting interests of the
entity must sign a copy of our Nondisclosure, Noncompetition and Nontransfer Covenant and Personal
Guarantee at page 41 and 42 of the Franchise Agreement, agreeing among other things, to jointly and
severally personally guaranty the entity’s obligations to us under all contracts that the entity signs with
us.

Item 2: BUSINESS EXPERIENCE

kﬁeld Re ide t1 lPr ervices in Toronto, Qntario anada since to erl

James~—M-allozzi
Thomas A, Hogan — Director-Chairman-of-tho-Board

Mr. Mallozzi-joined-Pmdontial Roal-Estate-Aftiliates-Inc—in-Oetober-2009-and-was-appointed-Chairman
of-the-Board-and-Director—From-January-I-2008-t0-October-2009-Mr—Mallozzi-served-as-Senior-Vice
President-and-Head-ofdnstitutional-Solutions-Group-for-Prudontial-Retirement-in-Hartford—Connoetieut:
From-Oetober-20035-to-Deoember-34:--2007-Mr—Mallozzi-served-as-Senior-¥ice-President-Marketing;
Product-and-AdvisorScrrices—of-Prudential Retirement—in-Hartford-Comnecticut—From-Juno-2004—to
September-2005-Mr-—Mallozzi-sorved-as-Senior-ice-Prosidont-and-Chief-Marketing-and-Strategy-Oftieer.
of-Pruclont1al—ReHromem—ln—Hartford——Coanoetleut Hogan 1_1a§ bggn our Q;rgctgg, Secr g;g;g ggg gg neral

N,oypmber 1998 untll_DLigbcr201Q and has_hccnjcneral Counscl at_ Brookﬁcld Resldcntlal P,ro er

Services in Morristown, NJ since October 2010,

Ear]l W. Lee — Director, President

In January 2009, Mr. Lee was re-appointed President. He had previously held the position of President
from May 2000 until January 2007 and has-beenwas a member of the Board of Directors since May 2000.

!
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Eharles-E-lL arson—DBirector-Executive-Viee-President-and-Chief Financial-Officer

Mr—Larson-has-boon-a-member-of-tho-Board-of-BDirectors-of-Prudential-Real-Estate-Affiliates-Inc—sineo
Becombor-2003-and-has-boon-Executive-Vice-Prosidont-and-Chief Financial-Officer-sineo-January-200 }-
From-1999-untit-Bocembor-2003-Mr-Larson-was-Vioo-President-and-Comptrolter-

Louis F. Gonzalez — Senior Vice President, Sales and Service Operations — North America

In March 2008, Mr. Gonzalez was appointed Senior Vice President, Sales & Services Operations — North
America. Mr. Gonzalez joined Pmdential Real Estate Affiliates, Inc. in August 2007 and was appointed
Senior Vice President for Strategic Initiatives and interim President of the Westem Region. From April
2005 to August 2007, Mr. Gonzalez served as Vice President of Affiliate Services for Sotheby’s
International Realty Affiliates, LLC in Parsippany, New Jersey. From August 2004 to April 2005, Mr.
Gonzalez served as Vice President of Membership Sales for Sotheby’s International Affiliates, LLC in
Parsippany, New Jersey. From July 2001 to August 2004, Mr. Gonzalez served as Vice President of
Franchise Bevelopment for Coldwell Banker Corporation in Parsippany, New Jersey.

Michael E. Wasenius — Senior Vice President, General Counsel and Secretary

Mr. Wasenius ‘has held the office of Senior Vice President, General Counsel and Secretary since
February 1998. He is also Executive Vice President, General Counsel and Secretary of Prudential
Relocation, Inc. and has held this position since October 2001. His office is located in Shelton,
Connecticut.

David S. Beard — Vice President, Corporate Counsel and Assistant Secretary

Mr. Beard has held the office of Vice President, Corporate Counsel and Assistant Secretary since
September 2004, Mr. Beard was an Associate Attomey w1th Snell & Witmer, L.L.P. m Irvine, California
from June 1998 until August 2004.

Patricia M. Mansur-Brown — Vice President, Corporate Counsel and Assistant Secretary

Ms. Mansur-Brown has held the ofﬁce of Vice President, Corporate Counsel and Assistant Secretary
since March 2001.

Melody McWilliams — Vice President, Support Services

Ms. McWilliams has been Vice President of Support Services since January 2007. She was pfomoted
Vice President in April 2004, She held the position of Assistant Cashier from January 2002 to April
2004. Ms. McWilliams was Birector, Franchise Operations until April 2004.

Peterd-SanlerdLois A, Sievens — Vice President, Credit-and-Investments

Mr—Sanford-has-been-Viee-President-of -Credit-and-Investments-since-Januar 1097 Lois-A-—Stevens—
Viee-Prosidont-Financial Reporting and Controtler
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Ms. Stevens has held the effice of Vice President, Financial Reperting and Contreller since September
2005. Frem May 2004 te May 2005, Ms. Stevens served as Vice President, Internal Audit for Friple Net
Preperties, LLC in Cesta Mesa, Califernia. From July 1987 to February 2004, she served in various
senior management roles including Vice President Finance for McCermick and Cempany, Inc. in
Anaheim, California and Hunt Valley, Maryland.

Bernard-Jd—dacob—Treasurer ' ‘

Mr—Jaceb-has-beenan-empleyee-of-Prudential-sioe-January-2002-and-has-hold-various-pesitions-within
the-erganization—He-is-Senior-Vice-President-and-was-appoirted-Treasurerat-Prudontial-Finanetal-Inc—in
Angust-2006—-Mr—Jacebserved-as—the-Senior-Financial Officer-for-Prudential s U-SIndividual -Life-and
Annuities-business—segments—until-March-2004—Upen—jeiningPrudential-in-2002;-Mr—Jaceb-assumed
respensibi l-rty—fef-develeplﬁg—aﬁ&ceefdmatmgbstfategie—busmess—planmngand-de#elepment—actmnes—f-'ef
Pradentiels-Insurance-Division:

Keith M. Smith — Senier Vice President — Business Pevelopment

In December 2008, Mr. Smith became Senier Vice President — Business Pevelopment. Frem March 2008
to December 2008, Mr. Smith was President of the Seuthern Region. From January 2007 te February
2008, Mr. Smith was President of the Central Region. In March 2002, he was appeinted Regional Vice
President, Eastern Region Sales. Uatil March 2002, he was Regienal Vice President, Netwerk
Bevelopment for the Eastern Region.

Item 3: LITIGATION

Except for the 2233 actiens described belew, there is ne litigafien that must be disclesed in this
disclesure decument.

Pending Actiens
There are ne actiens peading against us that must be disclesed in this disclesure decument.
Litigation Against Franchisees Commenced ia the Past Fiscal Year

Prudential Real Estate Affiliates, Inc. »Mason-MoDuffie—Real-Estate—Inc—Masen-MeDuffie—Real
EstatesInc—Taheo TruckeeResort-Properties—Tri-Valley Realty Groupr-Sacramento-Area-Realty-Gre up:
NerCal-Realtv-Group—A—David-Cobe-Edmend Krafchew-Resort-Pronortios 6229 Ine—MCEM Partners:
Ine—Capital-Area-RealtyIne——and-Finnoaan's-RainbowIne—{(Superior-Court-of-California-County-of
Oranger—Case—No—30-2040-00413151—Masen-MeDuffie—RealEstate—Ine——a—California—corperation
=MMREZ}—was—a—PREA—franchisee—Masen-MeDuffie—Real-Estate~Ine—a—Nevada—ecorporation;
TFahoe/TruckooResort-PropertiosTri-Valley-Realty-Group-Sacramento-Area-Realty-Group—and-Ner-Cal
Realty-Group-teeHoctively—thoeo-franchiseesywere-co-franchisees-with- MMRE-under-the-franchise
agreement-with-PREA—Resor-Properios-6229tne—-MCM-Partners-ne—Capital-Area-RoaltyInc—and
Finnegon's-RainbowIne—were—general partners—with- MMRE-in-the-general-partnership-co-franchisees:
- Edmend-krafohew-and-A—David-Cebe-are-principalsandfer-officers ofF- MMRE-and-exeeuted-guaranties
m—f—‘avef—ef—l?REA—f—‘er—ameunt&-due—uﬁder—P-REA&—Ffaﬂehise—Agfeemen{—wﬂh—MMPcE—aﬂd—%he—ce—
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| PREA. On March 30, 2011, PREA filed a_complaint against Cordano Realty, Pedro Cordano, and
Qam__aﬁ_qndﬁno_ﬁﬁatoll_na_ﬁadgg ceking damages for Brea gh_OMQn_cj, Breach_of. Contract,

Account Stated and O  CCPL i i fail ay varigus sums duge
PREA unclcr the franchlgc agreemcnt_and guarantees On July 22. 2011, the court entcred_a_default

i 1inst Cordano Realt wrolina Cordano aka Carolina Pedrg jn the ful]

amount gf PREA’s claim,

On-September-30-20-10--PREA-filed-a-complaint-against-the-defendants-seeking-damages-for-breach-of
contract-aeeount-stateds-and-open-book-aceount—PREAs—claims-arose-out-of-defendants™failure-to-pax
vatrious-sums-due-to-PREA-pursuant-to-MMR E-and-the-eo-franehisee's-franehisc-agreement-a-promissory
noterand-repayment-guaranties—The-dofendants-filed-an-answer—to-the-complaint-and-asserted-various
affirmative-defenses—MMRE-and-Edmond-Krafehow—also-filed-a~eross-complaint-against-PREA~for
reeovery-of-usurious-interest-and-for-declaratory-retief-~PREA-denied-the-allegations—eontained-in—the
answers-and-eross-comphaint—PREA-filed-a~-demusrer-to-the-eross-eomplaint=On-January-2--201-H—the
court-issued-an-order-granting-PREAs-application-for-a-right-to-attaeh-order-against- MMRE—Edinond
krafehow-and-A-David-Cobo-in-the-amount-of-$968.353-69-

Prudential. Real_Estate_Affiliates, Inc, (“PREA”] v. Lehman Realtv Services, Inc. (% LRSLt‘_Jerrv N.

act h of t, A | t i' fithe defendants’

siue EREA u wngg ise gg&gmggtg and guarantees. On July 25, 2011, Ms, Lehman filed for

bankmptcy under Chanpter 7 of the United States Bankruptcy Code in the United States Bankruptcy Court

for_the Southem_Distric_t_Qﬁ Florida (Case No,_11-30551 (EPK)). Thus, PREA’s action_in_the Cc_nlral
District of Cali ia i da hman 11 A filed fi

Lehman and LRS afzreed toa stlnulated mdement in favor ofi PREA On Sentember2011 the Court
entered ju ti PR ainst L nd LR tiv an all

i i ial’”) and Prudential Real Estate Affiliates
(“PREA™), In¢. v. Corman Assocmtes Ine, (“Corman™), William W, Sicg, and Melissa A. Sicg (Case No,
SACV 11636 DOC (FFMx) United States District Court for the Central District of California), Corman

was a f[anchlgee gf PB EA doing gggglgggg in Eegggxlgggjg ggg ég;j! 25 gg[ 1, Prudential and PREA
ﬂlﬁs:l_a

damages for Breach of
Contract for th_defendangg failure ;g pay_the ggtgtangmg AMOUNis OWiNg on a_promissory note and

failure to pay Varlous,_s_ums due PREA under the franchlse agreement and guarantee PREA and

Prudential al ’

and federal t[ad names ang_j Service Qg;ggz Tge g;g!!g grante
dIlQ _CHLCIC

preliminary 1n1uncﬁ0n enlglnmg the defendantg uge of Prudential’s and PREA’g state and federal trade

names_and service marks,
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Pr ial I ‘America, Inc, (¢ ential” nd_udgnnaL&eﬂ_EiLLAfﬁli
“ v “Vi Mic C V

Hollen {Case No. SACV l 1- 002 74 Dggg; {RNBx) nglggd States District Court for the Central D1§tr1gt of

California), VonMatt was a franchisec_of PREA. doing business_in_Iowa._On_June 29, 20]1. Prudcntial

i
federal trade names and service mark e C red d
favor of PREA and against the defendants,
Prudential Real Estate Affiliates, Inc, (“PREA™ v, Brendan M. Loughran, Jr. and Loughran & Assoc.
Real Estate, Inc. aka Loughran & Associates Real Estate, Inc. (“Loughran & Assoc.”) (Case No. SACV
5 M ite Distric rt istri i i i 0
¢. was a_ franchi i iness i assachusetts, On_Julv 8, 2011, PREA ﬁle a Complaint
against Loughran & Assoc and_Brendan_M, Loughran, Jr. seeking_damages_for Breach ofi Contract
Account State e tising out_of th ’ faj rious sums due

PREA under ih a On October 21, 2 EA filed a motion for

default judgment against the defgndants seeking the amounts alleged i 1g the Complaint, PREA’s mgtion
for default judgment is currently set for hearing on November 21, 2811,

Prudential Real Estal i In¢, (* "} v n_Mu -14 JVS
i istri he Central District_ofi Californi It W

principal gwner ofia_Former franchisee doing business in New Mexico, On September 21, 2011, PREA

filed_a_Complaini_ agamst Futhn Murrav_seeking dama gs for for Breach of antract Account St Stated _and

The defe ts’ response to the Complaint_is current Vi 2

Fhe-parties-reached-a-settlement-of- the-dispute-pursuant-to-whieh-PREA-was-paid-$15900-000-by-MMRE-
The-parties-also-stipulated-to-a~fudg ment-against-defendams-and-eross-eomplainants-Mason-MeDuffie
Real-EstaterInca-Galifomia—coporation—and-Edmond-Krafchows-and-defendant-lason-MeDuffie-Real
Estate;-Ine—a-Nevada-eorporation-for-an-additional-$100,0600-payable-on-or-before-August=l—2014—A
finaHudgiment—was—entered-against—defendants-and-cross—complainams—Mason-MeBuffie-Real-Estate;
Ine=-a-California-corporation—snd-Edinend-Ksafehow—and-defendant-Mason-MeDuffie-Real-Estate;-Inc
a—Nevada—corporation—in—favor—of—PREA;—the —cross—complaint—against—PREA—was—dismissed—with
prejudiee-and-the-eomplaint-against-A—David-Cebes-Tahoe/ Trickee-Resort-Properties- Tri-Vallex-Realiy
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Group-Sacramento-Area-Realty-Group—and-Nor-Eal-Realty-Group;-Resort-Properties-6229-Inc—MCM
Partners;-Inc—Gapital-Area-RealtyIncs-and-Finnegan's-Rainbow-Ine-was-dismissed-with-prejudice:
Pmdential Real Estate Affiliates, Inc. (“PREA™ v. South_O’Town Realty Company, Inc. (“South

O’Town”) and Kathcrine R._Sanders (Case No. SACV 11-01558 POC (RNBx) Unitcd_States District
Court for the Central District of Cali fgm gL! §g;;gh Q’Town was a franchise¢ doing business in Alabama.
tober W angl_Kathgu nc R Sanders seeking
Irisin the dcfendan]s’
fall!;re to pay the gut;tandmg amounts on a p gg@sorg note and fallure to_pay various sums due PREA

under the franchise ggr_eement and guarantee, The defendants’ response to the Complaint is currently
due on November 18, 2011,

Pmdential Real Estate Affiliates, Inc. v. Carter-Buffev-Inc—dba-Pradential-Carter-Duffev-Realtors-Bon

Earter-and-Joe-H—DuffeyGlacier Real Estate and E. Kits Smith (Superior Court of Califomia, County of
Orange Case No. 30-201-0—00401 880)— Ql 1-ggg; 22;;}] g, Lawsurt filed on August 23—2010— 2011

for

breach of contract-m(fragchlgg ag;gggg !, Qgggb of con ;gg; ggg gggg[ g;garagtge!, gg;_i account stated-

and-open-book-account._The complaint alleged that defendants failed tg pay all royalty fees, advertising
fees, late_ charges _and_agreed upon rocedure fces wed_to_Prudential Rcal_Estate Affiiiate Inc On

Sept: 2111. h ters ment in favor of Prudential Real Estat
Inc. and a cleMEsiaie_a_d_EcK.us_Smg for 2

The Pmdenfial Insurance Company of America (“Prudential”) and Pmdential Real Estate Affiliates, Inc.

(“PREA™) v. Seetirity-Pacific-Mortaagelnfinity Funding Corporation and Michael-P—BolanVijay Patel
(United States Bistrict Court. Central Bistrict of Cafifomia. Case No. SACVH-01068-BOCA(RNBx))-

Lawsuit—{iled—on—J ulv—-l 0—2040—for—breach—of -—conti-aet--agal nst—franchiseo Ll QQ§ 66 JV § (RNB § ).

( '_ ", breach of contract agamst guarantor z(Ij X_P_atch ("Patc]™), 1nfrlngement of
federally registered trademarks, violation of Lanham Act by use of false designation in interstate
commerce, dilution of federally registered mark, unfair competifion byin violation of California Business
& Professions Code secfion 17200, and common law trademark and trademark-infringement—The-parties
reached-a—settlement—of-tho-dispute—with—defendants—paying—certain—sums-to-PREA-—The-parties-also
stipulated—to—entry-of-a—finaludgment—for—permanent—injunction-against-defendants—Security—Pacifie
Mortgage-Corporation-and-Miehael-P—Bolan—On-October-28-20-H),-the-Gourt-entered-the-finaljudgment
for-permanent—njunction—against-defendants—Security—Pacific—Mortgage—Corporation—and-Michael-P-
Bolan-and-in-favor-of -PREA-{rade name infringement. The complaint alleged that Infinity breached._its

Qntractual gbllgatlong under the franchise agregment by fallmg to repgrt g@g; revenues and falllng tg

thg g;; ggg e gnd that mﬁm;y ntin P ll wi
_e_mlnanm&ancmss_agg==mt.==0= g=épgll 27, .'Z_QLLﬂm_tien_ﬁaJ_and_ERL_ﬁLed__mLQm

in defendants from

preliminary injunction to enj

about May 31, 20] 1, the Court granted Prudential and PREA's motion fg; preliminary_j glggctlgn5 ggg
July 28, 2011, defendants each filed voluntary petitions under Chapter 7 of the uglted States Bankruptcy
Code. _The bankmup tter nited kmpt rt_for t tral Bistrict of Califomia
Case Numbers 2:11-bk-42309-BB _(Patel) and 2:11-bk-42316-BB (Infinity). On_August 16, 2011, the
Cemral District of Califomia_issued an_order staying_the_action (SACV11-00566 JVS) pending_the

bankmptcy proceedings, removing the action (SACV]]-00566 JVS) from the active caseload, and
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Pmdential-Roal-Estate- Affiliates—Inc—v—Paul-Bormudez{Superior-Court-of-Galifornia—Cownty-of-Orange;

Case-No—30-201-0-003857& ] }Lawsuit-filed-on-Juno-29;-201-0-for-broach-ofcontract-occount-stateds-and
open-book-account—On-Decerber-20-2010tho-Court-entered-a-judgment-against-Paul-Bermudoz-and-in
favor-of-PREA-in-the-amount-of $1-60:1-58-85, plus-interest-at-tho-rate-of-H%per-annum-

Pmdenfial Real Estate Affiliates, Inc. y—Strange-&—Associates—~LLC-dba—Pmdential-Texas-Pronerties:
also-dba-Strange-Realty-Group—Connie-Stranve—and-Mike-Strange-(Supesior-Court-of-Califomia-Gounty
of-Orange—Case-No—30-201-0-00384283Lawsuit-filed-on-Tuno-24-201-0-for-broaeh-of -contract-account
statedand-open-book-account—Tho-parties-reached-a-settlement—of -the-dispute-with-dofondants-paying
certain-sus-to-PREA—Tho-parties-also-stipulated-to-entry-of-a-judgment-against-defendants-Strange-&
Associates—EEC-Connie-Strange-and-Mike-Strange—On-March-1H+201-a-final- judgment-was-ontorod
against-defendants-Stran: ge—&—Assoc*ates—-[:I:C—Gonm-e—Strange-and~M1k0$trange—and—m—fav0r—of PREA—
1n—{h0-—sum—0f~862-63-8-93—plus—1nteros{ “ » Rea de tla
e “PPM™ and Ravmond D. , :

Account, arl§lgg out of the defendantg fallgrg to pax various sums due PREA under the frgnghls
agreement and guarantee. The action is pending.

Other Actions

Mason-McDuffie Real Estate, Inc. v. Don Cruz Datanagan and Gretchen Pearson (Superior Court of
Califomia, County of Alameda, Case No. 10538663). On September 28, 2010, MMRE filed a complaint
against defendants Don Cmsz Datanagan and Gretchen Pearson for breach of centract, intentional
interference with contract, violation of Uniform Trade Secrets Act, and unfair compefition. MMRE
requested unspecified damages and injunctive relief. On October 1, 2010, MMRE filed an amendment to
the complaint, naming PREA as DOE 1. On October 29, 2010, PREA filed a mofion to quash the service
of the summons and complaint. .On December 3, 2010, the court granted PREA's motion to quash. This
action was dismissed with prejudice in its entirety on Febmary 8, 2011.

Concluded Actions

The Pmdential Real Estate Affiliates, Inc. v J. Michael Sentell, The J. Michael Sentell Eiving Tmst and
Real Estate Central (Case No. 00 CC 11002 Superior Court of Califomia, County of Orange, Central
Justice Center). On September 13, 2000, The Pmdential Real Estate Affiliates, Inc. (now “PRERS”)
filed a complaint seeking damages against J. Michael Sentell, individually and in his capacity as Tmstee
for The J. Michael Sentell Eiving Tmst, doing business as Real Estate Central. J. Michael Sentell,
Tmstee on behalf of The J. Michael Sentell Living Tmst, was a former franchisee who ceased affiliating
as a PRERS franchisee, and failed to pay fumre royalties. Addifionally, the former franchisee continued
to identify itself as “formerly Pmdential” in its advertising. PRERS’ Complaint alleged breach of
contract and claim on guarantee. On December 4, 2000, J. Michael Sentell, individually and in his
capacity as Tmstee for The J. Michael Sentell Living Tmst (“Sentell”), filed an Answer and Cross-
Complaint (under the same case number) against PRERS, alleging breach of the franchise agreement,
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fraudulent conduct and unlawful business practices. On March 29, 2001, PRERS and Sentell reached a
settlement agreement, and Sentell paid PRERS $13,000.

Stacy. Inc. d/b/a Pmdential Premier Properties v The Pmdential Real Estate Aftiliates. Inc., Prudential

Referral Services, Inc.. GH III Management. L..L.C. and Greater Houston III, L.P. (Cause No. 2002-
03960 61 District Court of Harris County, Texas). Stacy, Inc. (“Stacy”) is a franchisee doing business

as Pmdential Premier Properties in the greater Houston, Texas area. Greater Houston III, L.P. is also a
franchisee doing business as Pmdential Gary Greene, REALTORS, (“Gary Greene”) in the greater
Houston, Texas area. Stacy’s Complaint alleged violations of the Deceptive Trade Practices Consumer
and Protection Act, common law fraud, negligent misrepresentation, negligence, civil conspiracy, breach
of contract regarding The Pmdential Real Estate Aftiliates, Inc.’s (now “PRERS”) expansion into the
greater Houston area. The complaint concerned disputes regarding the distribution of relocation and
broker-to-broker referrals in the greater Houston area following the sale of a franchise to Gary Greene in
Febmary 2000. Stacy sought damages and attomeys’ fees. The parties reached a settlement in
September 2002. In the settlement, PRERS agreed to pay Stacy Mathews $100,000 to cover all claims
for any alleged past wrongs and for attorneys’ fees.

Florence Nadler, Inc. d/b/a Pmdential Centennial Realty v. The Pmdential Real Estate Aftiliates, Inc.;
Rand Real Estate Services, Inc.; Marsha Rand; Joseph Rand; Matthew Rand: and Greg Rand (Index No.
3065/03 Supreme Court of the State of New York, County of Westchester). On March 19, 2003,
Pmdential Centennial Realty (“Centennial”) tiled a Complaint seeking damages or injunctive relief
against The Pmdential Real Estate Aftiliates, Inc. {(now “PRERS"), Rand Real Estate Services, Inc.,
doing business as Pmdential Rand Realty (“Rand”), and individual shareholders of Rand (“Rand
defendants™). Centennial is a franchisee doing business in and around Scarsdale, New York. Rand is a
franchisee doing business in and around the New City, New York area. Plaintiff's Complaint alleged
breach of contract against PRERS, unfair competition, deceptive trade practices, intentional interference
with prospective economic advantage against all defendants, intentional interference with contract and
unjust -enrichment against the Rand defendants only. The Complaint was centered around disputes
regarding the opening of an oftice by the Rand defendants in the Yonkers, New York area. The parties
settled the case on August 15, 2003. PRERS paid Centennial $50,000, and provided a credit of $50,000
toward continuing royalties.

The Pmdential Real Estate Aftiliates, Inc. v PPR- Realty. Inc.; Ronald Croushore; Helen Sosso; and
Kathy McKenna (Case No. SA-CV98-775 AHS (EEx) United States District Court, Central District of

California). On October 9, 1998, The Pmdential Real Estate Aftiliates, Inc. (now “PRERS"™) tiled a
Complaint seeking damages and injunctive relief against PPR Realty, Inc., Ronald Croushore, Helen
Sosso, and Kathy McKenna. PPR Realty, Inc. "(PPR") is a franchisee doing business in Pittsburgh,
Pennsylvania. Ronald Croushore, Helen Sosso, and Kathy McKenna were shareholders of PPR. PRERS'
Complaint alleged breach of contract and injunctive relief/specitic performance against Kathy McKenna,
--and declaratory relief against all defendants, regarding PRERS’ exercise of its right of tirst refusal with
respect to the transfer of a portion of PPR's stock. The court granted PRERS’ motion for preliminary
injunction, enjoining the transfer of the stock in dispute during the pendency of the case. Kathy
McKenna appealed the court's order issuing a preliminary injunction with the United States Court of
Appeals for the Ninth Circuit (Case No. 99-55258). On Febmary 11, 1999 Kathy McKenna tiled an
Answer and Counterclaims (under the same case number) against PRERS alleging counterclaims for
securities fraud under Pennsylvania law, federal mail/securities fraud, intentional interference with
contractual relations, civil conspiracy, conversion, common law fraud, and federal antitmst violation.
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PRERS’ motions to dismiss were granted in part and denied in part. On Febmary 23, 2000, the United
States Court of Appeals for the Ninth Circuit issued an opinion affirming the orders of the District Cowt,
enjoining transfer of the disputed stock in PPR, and refusing to consider McKenna’s motion to dissolve
the preliminary injunction while that injunction was on appeal. The Ninth Circuit also denied
McKenna’s request for sanctions against PRERS for necessitating the appeals. McKenna refiled her
Pennsylvania state law claims in the Conrt of Common Pleas of Allegheny County, Pennsylvania (Case
No. GDO00-18182); however, the action was stayed temporarily. McKenna’s motion to dissolve the
preliminary injunction was denied and McKenna appealed the denial of that motion. On March I, 2002,
the United States Court of Appeals for the Third Circuit issued an opinion affirming the District Court’s
denial of McKenna’s mofion to dissolve the preliminary injunction. As of October 2002, all parties had
filed various motions for summary judgment. In September 2003, the Court mied on the summary
judgment motions with respect to PRERS’ original complaint by granfing PRERS’ request for
declaratory judgment and specific performance. Ronald Croushore and Helen Sosso were ordered to
transfer the shares to PRERS upon satisfaction of previously agreed-to terms and conditions. The judge
mled on cross motions for summary judgment as to McKemna’s cross claims and counterclaims, and
found for PRERS on all counts. One small count by Kathy McKemma against Ronald Croushore and
"Helen Sosso remained. McKenna appealed the granting of the motions for summary judgment. All of
the litigation was settled on April 19, 2004, PRERS paid no money to settle the case. PRERS received
cash and Prudential Real Estate received a ten-year renewal of the PPR Realty franchise agreement in
remm for releasing PRERS’ claims on the stock in PPR and its ancillary companies. PPR paid an
undisclosed amount to McKeima in return for McKenna's sale of her stock in PPR and the ancillary
companies to PPR, as well as a release of McKenna’s claims against all parties, including McKenna's
pending appeals.

Talat S. Siddiqui, Walter J. Williams, A Califomia General Partnership, and AMNA Capital Corporation
v The Pmdential Real Estate Affiliates, Mason-McDuffie Real Estate, Inc., and Does 1-100, inclusive
(Case No. 02A500324 Sacramento County Superior Court). On January 16, 2002, Talat S. Siddiqui, et al
(“Plainfiffs”) filed a Complaint seeking damages and injuncfive relief against The Pmdential Real Estate
Affiliates, Inc., (now “PRERS”) et al. AMNA Capital Corporation is a franchisee doing business in and
around Sacramento, Califomnia as Pmdential Califomia Realty. Talat Siddiqui and Walter J. Williams are
franchisees doing business in and around Placerville, Califomia as Pmdential California Realty.
Defendant Masoh-McDuftie is a franchisee doing business in and around Sacramento, California (among
other areas) as Pmdential Califomia Realty. Plainfiffs’ Complaint alleged breach of contract, breach of
the covenant of good faith and fair dealing, intentional and negligent misrepresentation, intenfional
interference with prospective economic advantage, unfair business practices, and injunctive relief, all
centering around disputes regarding the opening of an office by defendant Mason-McDuffie in the
Laguna area of Elk Grove, Califomia. Plaintiffs sought the issuance of a temporary restraining order to
force the closure of Mason-McDuffie's Laguna office, which was denied. On PRERS’ motion, the case
was transferred to the Orange County Superior Court (Case No. 02CC05695), pursuant to the formm
selection clause in the franchise agreement. On January 15, 2002, Mason-McDuffie filed a Complaint
for declaratory relief, alleging that a dispute had arisen between Mason-McDuffie, AMNA Capital
Corporation, Talat S. Siddiqui, Walter J. Williams, and PRERS, Mason-McDuffie Real Estate, Inc. v.
AMNA Capital Comorafion, Talat S. Siddiqui and Walter J. Williams, a Califomia Partnership, and The
Pmdential Real Estate Affiliates, Inc., (Case No. 02CC01571, Orange County Superior Court), regarding
the terms and effect of a letter agreement among the parties, which dealt with the opening and operation
of brokerage offices by Mason-McDuffie, AMNA, and Siddiqui and Williams. PRERS answered
Mason-McDuffie's Complaint, and filed a cross-complaint for declaratory relief, asking the court to
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determine the terms of the letter agreement, and to determine the parties’ rights and obligafions. AMNA,
Siddiqui and Williams filed a cross complaint for declaratory relief against PRERS: A trial of Mason-
McDuffie’s Complaint was held in December 2002 and the court found that PRERS had not breached
any contracmal or other obligation to Mason-McDuffie or AMNA, Siddiqui and Williams and that
Mason-McDuffie had not breached any agreement with AMNA, Siddiqui and Williams by opening the
office in Elk Grove, Califomia. On June 19, 2003, AMNA, Siddiqui and Williams filed a Notice of
Appeal in the Califomia state appellate cowt, Fourth Appellate District, Division Three. On July 18,
2003, the trial court denied PRERS’ motion for attorney’s fees and PRERS appealed this decision. On
June 1, 2004, a settlement agreement was reached. PRERS paid $20,500 to Siddiqui-and Mason-
McDuffie paid $20,500 to Siddiqui. All litigation between all parties was dismissed, including appeals.

M.L.B. Kayve International Realty, Inc. d/b/a Pmdenfial MLB Kaye Intemafional Realty v The Pmdentfial

Real Estate Affiliates, Inc. and The Pmdential Insurance Company of America (Complaint No. 03106845
Supreme Court of the State of New York, County of New York). On April 11, 2003, M.L.B. Kaye

International Realty, Inc. (“MLB Kaye™), a former franchisee of The Pmdential Real Estate Affiliates,
Inc. (now “PRERS”), filed a Complaint against PRERS and Pmdential Insurance, alleging breach of
fiduciary duty, violation of the covenant of good faith and fair dealing, tortious interference, and failure
to provide expansion support. MLB Kaye secks damages and other relief PRERS and Pmdenfial
Insurance filed mefions to dismiss on several grounds. On March 1, 2004, PRERS’ and Pmdential
Insurance’s mofions to dismiss were granted, without prejudice. In addition, PRERS’ and Pmdential’s
request for a stay of lifigafion pending compliance with the ADR provisions was granted. MLB Kaye’s
appeal of the granting was dismissed after PRERS agreed to mediate the dispute in New York City,
which took place on March 10, 2005. The parties settled the dispute with PRERS paying MLB Kaye
$75,000. All parties have executed mutual general releases: '

Direct Sell, Inc. dba Prudenfial Florida Real Estate Center v. The Pmdenfial Real Estate Affiliates, Inc.,
(Case No. 04CC08927, Orange County, Califomia, Superior Court). On August 26, 2004, Direct Sell,
Inc. dba Pmdential Florida Real Estate Center (“Direct Sell”), a franchisee of PREA, filed a complaint
against The Pmdential Real Estate Affiliates, Inc. for declaratory relief, breach of contract, breach of
contract/anticipatory repudiation, breach of implied covenant of good faith and fair dealing, estoppel,
promissory estoppel, fraud, negligent -representation, and unfair business practices. Direct Sell claimed
that PREA promised it certain renewal and exclusivity rights for its franchise other than the rights
reflected in its written franchise agreement with PREA. Direct Sell voluntarily dismissed its complaint
without prejudice against PREA on December 8, 2004 and.no relief was granted against PREA. The
court awarded PREA its costs in this matter in the amount of $9,213.91.

The Pmdenfial Real Estate Affiliates, Inc. v Steven S. Ochlerking and Barbara Oehlerking (Case No. 03-
8989-8WI (Chapter I1I) United States Bankruptcy Court for the Middle District of Florida Tampa
Division). On June 18, 2003, The Pmdenfial Real Estate Affiliates, Inc. (now “PRERS”) filed an action
against Steven and Barbara Oehlerking in the state circuit court in and for Pasco County, Florida (Case
No. 51-2003-CA-001801). PRERS’ claim is for the balance due under a Term Note executed by PRERS’
former franchisee, Apartment Hunters, Inc., which note was personally guaranteed by the Oehlerkings in
their individual capacity. The Ochlerkings then removed the case to the Bankmptcy Court for the middle
district of Florida Tampa Division claiming that PRERS’ claim against the Oehlerkings was related to the
bankmptcy of Apartment Hunters, Inc. On August 26, 2003 Apartment Hunter’s Inc. filed an objection
and counterclaim to PRERS’ proof of claim as well as a separate adversary proceeding claiming Breach
of Contract, Fraudulent Inducement and Rescission. In January 2005, PRERS and Apartment Hunters
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reached an agreement whereby Apartment Hunters dismissed its claim against PRERS with prejudice.
Both Apartment Hunters and the Oehlerkings have declared bankmptcy, effectively preventing PRERS
from pursuing its claims.

The Pmdential Insurance Company of America; Pmdential Real Estate Aftiliates, Inc. v. Legend Realty,
hic.. dba Pmdential Legend Realty, Inc.; Amie Stein, (Case No. SACV05-830 DOC (ANx) United States
District Court, Central District of Califomia). On August 24, 2005, The Pmdential Insurance Company
of America (“Pmdential”) and Pmdential Real Estate Aftiliates, Inc. (“PREA™) tiled an action (the

. “Action”) against Legend Realty, Inc., dba Pmdential Legend Realty, Inc., a franchisee of PREA in
Colorado, and Legend Realty’s principal and guarantor, Amie Stein. PREA seeks damages against
Legend and Stein for breach of contract for unauthorized closure of their PREA franchised oftices,
failure to pay royalties, and working with a competing real estate brokerage business. Pmdential and
PREA also seek damages, monetary remedies, and injunctive relief for Lanham Act and unfair
competition violations based on Legend’s and Stein’s use of Pmdential’s and PREA’s names and
trademarks after they stopped operating their PREA franchised business. Neither Legend nor Stein tiled

. an answer to the Action, but each separately tiled for bankruptcy in the United States Bankmptcy Court,
District of Colorado. The Action is currently stayed while the bankmptcies are pending and the Action
was statistically inactivated by the court on January 9, 2006 (though it can later be restored). Pmdential
is named as an unsecured creditor in both Legend’s and Stein’s bankmptcy and both Pmdential and
PREA are seeking resolution of their claims in the bankmptcy court. Pmdential and PREA tiled
objections to Stein’s claimed bankruptcy exemptions on January 13, 2006. This case settled on October
6, 2006 by Stein paying certain sums to PREA. .

Premier Properties, LLC vs. Pmdential Real Estate Aftiliates, Inc. and New England Prime Properties.
Inc. (Case No. 07 CC 03991 Superior Court of Califomia, County of Orange, Central Justice Center).

Premier Properties, LLC (“Premier”) was a PREA franchisee which formerly did business in the Cape
Cod, Massachusetts’s area. New England Prime Properties, Inc. (*Prime™) is also a PREA franchisee
currently doing business in the state of Massachusetts and elsewhere. On March 16, 2007, Premier tiled
a complaint against PREA and Prime seeking damages, injunctive relief, and, with respect to PREA,
rescission of the franchise agreement between PREA and Premier. With respect to PREA, the complaint
alleged violations of the Califomia Business & Professions Code and the Massachusetts General Law,
breach of contract, and breach-of the covenant of good faith and fair dealing, among other things. The
complaint concerned Premier’s dissatisfaction with PREA’s treatment of it as a franchisee, claiming that
PREA improperly gave Prime a more favorable royalty fee stmcture, that PREA failed to protect Premier
from injury in connection with picketing occurting in Osterville, Massachusetts in September 2004, and
that PREA otherwise breached its obligations to Premier imder the franchise agreement. PREA denied
the allegations asserted in the complaint. The parties reached a settlement, whereby Premier and its
principal agreed to pay PREA past due royalties, fees, or other sums due under the Franchise Agreement
and dismiss the entire action with prejudice, which it did on or about May 31, 2007.

The Pmdential Insurance Company of America; Pmdential Real Estate Aftiliates, Inc. v. Mason-
McDuftie Real Estate, Inc.; Michael Ortegon, (Case No. SACV06-1010 CIC (MLGx) United States
District Court, Central District of Califomia). On October 18, 2006, The Pmdential Insurance Company
of America (“Pmdential”) and Pmdential Real Estate Aftiliates, Inc. (“PREA™) tiled an action (the
“Action”) against Mason-McDuftie Real Estate, Inc. (“franchisee™), a franchisee of PREA in Califomia,
and Michael Ortegon (“Ortegon™), an agent of the franchisee. PREA sought damages for opening an
unauthorized oftice in Tuolunmne, Califomia. Pmdential and PREA also sought damages, monetary
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remedies, and injunctive relief for Lanham Act and unfair competition violations based on the
franchisee’s and Ortegon’s wrongtil use of Pmdential’s and PREA’s names and trademarks in the
unauthorized Tuolumne, Califomia oftice. The franchisee and Ortegon tiled a counter-claim against
Pmdential and PREA, seeking declaratory relief regarding the use of the oftice in Tuolumne, Califomia
to provide real estate brokerage services. The parties reached a settiement and the court dismissed the
entire action without prejudice, pursuant to the parties’ stipulation, on or about June 15, 2007.

Mason-McDuftie Real Estate, Inc., a Califomia corporation: A. David Cobo, an individual: and Edmond
Krafchow, an individual v. Pmdential Real Estate Aftiliates, Inc., (Case No. 07CC04669 Superior Court
of the State of Califomia in and for the County of Orange). On April 6, 2007 Mason-McDufti¢ Real
Estate, Inc., A. David Cobo and Edmond Krafchow (collectively “MMRE”) tiled an action (the
“Action”) against Pmdential Real Estate Aftiliates, Inc. (“PREA”). MMRE seeks damages and other
relief against PREA alleging Fraud, Negligent Misrepresentation, Breach of Fiduciary Duty, Breach of
Contract, Intentional Interference with Economic Relations, Violation of the Califomia Franchise
Relations Act, Unjust Enrichment and Violation of Califomia Business and Professions Code section
17200 et seq. MMRE’s claims arise out of issues relating to the franchise renewal and transfers of equity
interests in MMRE. On August 21, 2007 MMRE voluntarily dismissed the Action with prejudice.

Knauf Realty, LLC, Robb R. Knauf and Craig R. Knauf v. Pmdential Real Estate Aftiliates, Inc. (Civil

Action No. 06 C 426C United States District Court for the Westem District of Wisconsin). On July 26,
2006, Robb Knauf, Craig Knauf, and Knauf Realty LLC (”plaintiffs") tiled an action in the Circuit Court
of Dane County, Wisconsin, alleging that Pmdential Real Estate Aftiliates, Inc. (“PREA”)
representatives had promised to award plaintiffs a residential real estate brokerage franchise and alleging
that plaintiffs have incurred various expenses and liabilities in reliance on the alleged promise. On
August 7, 2006, PREA removed the action to the United States District Court for the Eastern District of
Wisconsin. On August 18, 2006, PREA answered the complaint, denying all material allegations. On
Febmary 9, 2007, PREA moved for sununary judgment in its favor, based on deposition testimony
obtained from plaintiffs, and supporting deposition testimony from PREA personnel, which was granted.
Plaintiff is appealing the granting of the motion. The case was settled in January 2008. PREA did not pay
any money to plaintiffs to settle the case.

The Pmdential Insurance Company. of America (“Pmdential™) and Pmdential Real Estate Aftiliates, Inc.
(“PREA”) v. The Metrowide Group, E-Plus Financials, Inc., Thomas Simonsen, Kim Larsen, William L.

Jorgensen and Bmee A. Jorgensen (Case No. 08-CV-6438-JMR-SRN United States District Cowrt for the
District of Minnesota). The Metrowide Group {“Metrowide”) was a PREA franchisee doing business in
the Minneapolis, Minnesota area. On December 19, 2008, PREA tiled a complaint against Metrowide,
E-Plus Financials, Inc., Thomas Simonsen, Kim Larsen, William L. Jorgensen and Bmce A. Jorgensen,
and on February 3, 2009 tiled an amended complaint against these same defendants seeking damages and
injunctive and other relief for Breach of Contract, Infringement of Federally Registered Marks, Common
—— —Law Trademark/Tradename Infringement/Unfair Competition, Violation of Lanham Act by Use of False
Designation in Interstate Commerce, Unfair Competition, Dilution of Federally Registered Mark, and
Deceptive Trade Practices Act arising out of the defendants’ failure to pay various sums due PREA under
the franchise agreement and guarantees and continuing to display Pmdential’s name and marks, without .
Plaintiffs’ authorization and despite PREA’s termination of the franchise agreement. On March 2, 2009,
William L. Jorgensen and Bmce A. Jorgensen (collectively “Jorgensens”) answered the complaint and
tiled a crossclaim against Thomas Simonsen, and a counterclaim against PREA alleging Tortious
Interference with Contractual Business Relations and Tortious Interference with Prospective Contracmal
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Relations. A default has been entered on the amended complaint against Kim Larsen. On April 29,
2009, Thomas Simonsen filed an answer to the amended complaint. On April 30, 2009, Thomas
Simonsen tiled a crossclaim against the Jorgensens alleging contribution and indemnitication. PREA
received a stipulated judgment against The Metrowide Group and Thomas Simonsen for the full amount
of its claim. PREA also settled for a discounted amount with William and Bmce Jorgensen. PREA
obtained a default judgment against Larsen and E-Plus Financials, Inc.

Commercial Real Estate Solutions. LLC v Pmdential Real Estate Aftiliates, Inc. (Case No. SACV-517
JRS (ANX) United States District Court Central District of Califonia) On May 1, 2009, Commercial
Real Estate Solutions, LLC ("CRES") tiled an action against PREA alleging Breach of Contract and
seeking Injunctive Relief. CRES filed an amended complaint on June 3, 2009. The dispute arose out of
PREA's termination of the service provider agreement between CRES and PREA and CRES’ allegation
that commercial franchisees of PREA are wrongfully using the CRES name. While PREA believed it was
within its rights to terminate the agreement for certain grounds emnnerated therein, CRES believed the
termination was wrongful and brought this action. The case was settled.

The Pmdential Insurance Company of America (“Pmdential™) and Pmdential Real Estate Aftiliates, Inc.
(“PREA™} v. Roger Herman, THG Florida, LLC. Miami Dade Realty II, Inc., Hector Rodriguez, The

Herman Group, LLC. Hampden/Cheyemme LLC. Colorado Springs THG, LLC. Leetsdale/Liff, LLC.
Arapahoe/Wadsworth LLC  (Case No. 09-CV-00432-JVS-AN United States District Court for the
Central District of Califomia). The Herman Group, LLC was a PREA franchisee doing business in
Colorado. Miami Dade Realty II, Inc. was a PREA franchisee doing business in Florida. On April 8,
2009, Pmdential and PREA tiled a complaint against Roger Herman, THG Florida, LLC, Miami Dade
Realty II, Inc., Hector Rodriguez, The Herman Group, LLC, Hampden/Cheyenne LLC, Colorado Springs
THG, LLC, Leetsdale/Liff, LLC, and Arapahoe/Wadsworth LLC, secking damages and injunctive and
other relief for Breach of Contract, Intentional Interference with Contract, Negligent Interference with
Contract, Infringement of Federally Registered Trademark, Violation of Lanham Act by use of False
Designation in Interstate Commerce, Dilution of Federally Registered Mark, Cybersquatting in Violation
of Federal Anti-Cybersquatting Consumer Protection Act, Unfair Competition by Violation of Business
& Professions . Code section 17200, Conunon Law Trademark and Tradename Infringement, Florida
Dilution of Marks — Florida Stamte 495.151, and Colorado Consumer Protection Act. These claims arise
out of the defendants’ failure to pay various sums due to PREA under The Herman Group’s franchise
agreement, as well as guarantees and promissory notes, defendants’ unapproved transfer of the Miami
Dade franchise to THG Florida, and defendants’ continued display of Pmdential’s name and marks,
without Plaintiffs’ authorization and despite PREA’s termination of the franchise agreements. On June 4,
2009, defendants answered the complaint and The Herman Group, LLC, Hampden/Cheyenne LLC,
Colorado Springs THG, LLC, Leetsdale/Liff, LLC, and Arapahoe/Wadsworth LLC tiled a counterclaim
against PREA alleging Breach of Contract, Breach of Covenant of Good Faith and Fair Dealing, and
Unfair Competition — Violation of Business and Professions Code section 17200. The case was settied.

Pmdential Rq friliates, Inc. v. Mason-McDuftic Real Esta .
m;[ahos_ﬂluckcc Resort Properties, Tri-Valley Realty Group, Sagra men &Arca Rgauy Group,
Nor Cal Real . Davi mond Krafchow, Resort Properties 6229, Ine., MCM Partners,
Inc.. Capital Area Realty. Inc., and Finnegan's Rainbow, Inc. {Superigr Court of Califomia, County of
Orange, Case No. 30-2010-004J3151). M a_California_corporation
Qr_atlgn,

levada cor
Tahoe/Truckec Resort Properties, Tri-Valley Realty Group, Sacramento Area Realty Group, and Nor Cal

_(MR.EZLMM_EREA_f@n;him_MﬁsQn_MMﬁm_RQaI Esta,te Inc.
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Group, Sacramento Area Realt ( roup, and Nor Cal Realty Group, Resort Propertic 229 Inc MCM
Partners, Inc.,_Capital Arca Realtv, Inc,, and Finegan's Rainbow, Inc. was dismissed with prejudice,

The denti ur m f ica (** ti I” ial Real Est fhili In

curity Pacific Morteage
Central District of Califomia, Case No SACVI10- 010(18 DOC (RNan Lawsuit filed_on July 10, 2010
_Ql_chach of contract amst fra ‘ tract a t_pguar r, infri ederall

§egt!gg 72 gggg, and ggmmgn_lay_uademark and trademark infringement. The parties reached a settlement
of the dispute with defcndants ]gaxmg cgnam sums to PREA. Thg Qarncs also stinulated to emrv of a

:g::u.nsm_ns.la.m.%acwgww_lgh@l&&ﬂan..@ll_d_m_fay_o__of.ﬁil&_%
ennal Pmdential Real Qg tate ém iates, ggs (¢ E&Eé } v, QgﬂiLQuff_x,:Q E.MM

PREA-FDD 064+73+H-121411 18 .



guarantees. _On June 30, 2011, the parties entered into a settlement agreement whereby the defendanls
will pay sums to PREA over time, ' ime

Pmdential Real Estate Affiliatcs, Inc, v. Paul Bermudez (Superior Court of Lalifornia County of " Qrangc
Case No, 30-2010-0 i ind
m&ww&w}m&mﬂ
favor of PREA in the amount of S160,158.85, plus interest at the rate of 10% per annum,

P_aids:nual_Rcﬁl_ tat i i Properties,
also dba Strange Realty Grou p, Connic §tggngg, and Mike Strange (_pqugr__Qur_ 0f Ca M';_@ ia, County

0 g; range, Case No, 30 -2_1g!-g!0;§5_1;§;), Lawsuit filed on June 24, 2010 for Q;C@Ch_Qﬁcﬂntragt, account
stated,_and open book account. The parties reached a seulement of the dispute with defendants paying

certain sums tg PREA. The parties also stipulated to entry_of a judgment against dcfen_dantg §trangc &
Associates, LLC, Connpije S_trang and Mlkg Str aggc.._QlLM rch Nt was entered

against defendants Stra ssociat Strange apd Mike Strange, and in favor of PREA,
in the sum of $62,638.93, plus interest, :

- Item 4: BANKRUPTCY

No person previously identified in Items I or 2 of this Disclosure Document has been involved as a
debtor in proceedings under the U.S. Bankruptcy Code, or proceedings of any foreign nation, required to
be disclosed at this time.

Item S: INITIAL FEES

Initia]l Fees are all fees and payments, or commitments to pay, for services or goods that You receive
from us, or any of our affiliates, before You begin doing business under susthe Service Marks. We
determine Initial Fees in a uniform manner. Initial Fees are not refundable.

Initial Franchise Fee

The Initial Franchise Fee for the first Location of the Franchise is $25,000. The fee for the first
Additional Location is $12,500 and the fee for each subsequent Addifional Locafion will be $7,500.
Under certain circumstances, Pradential-Real-Estatewe may finance or defer all or a part of the Initial
Franchise Fee (see Item 10 of this Disclosure Document). Pradontial-Real-EstatoWe fully earuscam the
Inifial Franchise Fee at the time You sign the Franchise Agreement and the Initial Franchise Fee is
payable in fiill at that time.

The Inifial Franchise Fee and Additional Location Fees above apply only to Locations defined in Article
II of the Franchise Agreement as business prermsises where You would conduct the Franchised Business
using the Service Marks. Locations include Addifional Locafions (see Article II of the Franchise
Agrcement), but do not include Subdivision Sales Offices, Satellite Offices and Administrafive Offices
(sce paragraph 5.01(d) of th¢ Franchise Agreement).

RRS Fee

During theyour Franchise Agreement’s term, You must pay an ongoing ammual fee to PRS*BRS of $35
per full-time sales associate (and equivalent) with a minimum annual payment of $750 and a maximum
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annual payment of $7,500. You may pay PRSBRS’s amual fees in quarterly or annual installments.
However, during_Your First Anniversary Year of aftiliation, RRSBRS will waive its annual fees. This
waiver of RRSBRS amual fees does not apply to renewing Franchisees,
Pmdential-Real-EstateWe have, depending on market conditions and other circumstances, generally
providesprovided existing residential real estate brokerage companies with conversion assistance (in the
form of cash payments, reimbursement of expenses, or the deferral and/or waiver of Continuing
Royalties) to assist them in converting to the System, the “Rmdential” name, Service Marks and Identity
Standards. Actual payment amounts are determined by Prudential-Real-Estateus in itsour sole discretion
and vary depending on market conditions and other factors. In some cases, conversion assistance is made
as a loan, payable over the initial term of the franchise. If the franchisee is not in default of its
obligations under the Franchise Agreement, payments of Continuing Royalty are used to make the annual
payments of principal on the note.

Item 6: OTHER FEES

Type of Fee Ameunt "? Due Date Remarks

Continuing Royalty

Declining percentage of
Gross Revenues.*

On business day after
Gross Revenues must
be reported. See
Operations Manual.

For Each Anniversary Year
following the First
Anniversary Year, Your
minimum Continuing
Royalty per Anniversary
Year is $15,000.

Additional Location Fee

$12,500*

Upon opening of tirst
Additional Location.

For each subsequent
Additional Location, an
additional fee applies (see
Footnote 4).

Satellite Off ce Fee

$1,000

Upon opening of
Satellite Oftice.

An annual Satellite Off ce
Fee of $1,000 will be
charged if same Satellite
continues to operate as
Satellite office after one
year.
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Type of Fee

Amount "?

Due Date

Remarks

Marketing Fees

Declining percentage of
Gross Revenues,’
with a monthty minimum of

$500 (Item 11)

Monthiy.

Marketing Fees are theour
property of PrudemialReat
Estate-and may be deposited
in itsour generat operating
account,

Transfer / Assignment Fee

35,000

Upon Your application
to transfer a 10% or
greater equity interest
in Franchisee, to
transfer equity interests
that would resuit in a
change in Controf of
Franchisee, or to assign
the Franchise
Agreement.

Ali transfers are subject to
our approval uniess
otherwise specified in the
Franchise Agreement.

+

Transfer Fee
(with public offering)

$10,000 fee plus
reimbursement of all
Pmdential-Real-Estate’squr
expenses including tegal
fees.

Upon Your request to
transfer franchise with
a pubtlic offering.

Renewal Fee

Equal to 20% of the then-
current Initial Franchise Fee
for number ofiLocations.

Upon renewat of Your
Franchise-Agreement.

You will not be granted any
subsequent renewai rights in

njunction with Y ent

in_.a__new or renewal
Eranchise  Agicelient  with
" Ly Franchi
nt__ wj e
renewed.
Audit Fees Al costs connected with Immediately.
cancetlation of an audit or
understatement of Gross
Revenues. If Gross
Revenues are understated
by 2% or more, or Your
financial statements require
substantiat auditing effort,
Y ou must pay cost of audit.
1
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Type of Fee

Amount '

Due Date

Remarks

PRSBRS Fees

Base fees (See Items 5 & 8
ofithe Disclosure

Varies -- See Items 5 &
8 ofithe Disclosure

Payable to PRSBRS

Document) Document and Exhibit
C ofithe Franchise
Agreement.
Indemnification Will vary based on As incurred. Y ou must reimburse

circumstances,

Pradential-Real-Estate-if
PrudentialReal-Estate-isys if
we are held liable for claims
arising from Your real estate
operations.

Attorneys' Fees

Will vary based on
circumstances.

Upon entry of;
judgment, if Prudential
Real-Estate-prevailswe
prevail in an action for
(i) enforcement of:
indemnification, (ii)
enforcement ofithe
Franchise Agreement
or (iii) protection ofithe
Service Marks.

Fees connected with cure of
defaults

Costs incurred by
Prudential-Reat-Estateys if
it-oureswc curc a default for
You

When cured.

Late Fee

12.5% per annum or the
highest rate permitted by
law, whichever is lower.

When incurred.

Sales Convention Registration
Fee

3400 - $600

Anmially

You must pay one separate
registration fee for each of
Your Locations.

TAll fees are imposed by and payable to Prudential-Real-Esiateus , except for PRSBRS fees, which are payable directly to
PRSBRS. All fees are non-refundable. At this time, we impose fees uniformly. However, we retain discretion to reduce fees in
individual cases in our discretion. Prudential-Real-EstateWe may periodically adjust the Thresholds (shown in paragraph 5.02(a)
and (b) ofi the Franchise Agreement), Marketing Fees, transfer and processing fees (shown in paragraph 10.02 ofithe Franchise
Agreement), and any, other amounts required by any other provision that calls for adjustments corresponding to the Consumer
Price Index, by the cumulative annual average percentage increase in the Consumer Price Index from 12/31/2010 through the
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adjustment date, provided that the cumulative annual average percentage increase from 12/31/2010 through the adjustment date
will not exceed the cumulative increase in the Consumer Price Index from 12/31/2010 through the adjustment date.

Z Continuing Royally, Marketing Fees, transfer and processing fees may be increased from time to time, but no more than once
during any calendar year, to reflect increases in the Consumer Price Index for All Urban Consumers - Service Group Only (1982-
1984 = 100} from December 31, 2010, as published by the U. 8. Department of Labor or in a successor index.

3

SCHEDULE
Greater Than To Continuing Royalty

$ 0 '$ 1,650,000 6.00%
1,650,000.00 - 3,000,000 5.50%
3,000,000.00 5,000,000 4.50%
5,000,000.00 7,500,000 4.00%
7,500,000.00 10,000,000 3.75%
10,000,000.00 15,000,000 - 3.50%
15,000,000.00 20,000,000 3.00%
20,000,000.00 25,000,000 2.75%
25,000,000.00 50,000,000 2.50%
50,000,000.00 100,000,000 2.25%
100,000,000.00 and greater 2.00%

Example: 1If Your Gross Revenues during an Anniversary Year were $2,000,000, according to the Schedule, You would pay
6.00% on the first $1,650,000 of Gross Revenues (or $99,000), and 5.50% on the remaining $500,000 of Gross Revenues (or
$27,500), for a total Continuing Royalty ofi $126,500.

Gross Revenues begin at $0 on the Effective Date and on the first day ofieach succeeding Anniversary Year.

For Each Anniversary Year following the First Anniversary Year, Your minimum Continuing Royalty per Anniversary Year is
$15,000.

“Residential Property Management Activities” (see Article Il ofithe Franchise Agreement) are within the scope ofi the Franchised

Business but are not subject to fees. Residential Property Management Activities refer solely to the business of managing
‘residential real estate in exchange for a fee, commission or other compensation. Residential Property Management Activities do

not include any services related to leasing or renting real estate, or to sclling real estate, except rentals of 60 days or less are

considered Residendal Property Management Activities, and not subject to fees.

“ The fee for each subsequent Additional Location is $7,500 (See Item 5).

* You are required to pay a monthly “Marketing Fee” calculated in accordance with the percentages shown opposite the ranges of;
Gross Revenues in the following table, with a monthly minimum of $500:

Gross Revenues Gross Revenues Marketing
From To Fee
$0 $1,000,000 1.00%
$1,000,000 $5,000,000 0.75%
$5,000,000 $10,000,000 0.50%
$10,000,000 $100,000,000 0.25%
$100,000,000 and greater 0.15%

Prudential-Real-EstateWe may periodically adjust Marketing Fee Thresholds (shown in paragraph 5.03 of the Franchise
Agreement) by the cumulative annual average percentage increase in the Consumer Price Index from December 31, 2010 through
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the date of adjustment, provided that the cumulative annual average percentage increase from 12/31/2010 through the date of
adjustment will not exceed the cumulative jncrease in the Consumer Price Index from 12/31/2010 through the date of adjustment.
In most years, Prudentjal Real Estate adjusts the Marketing Fee in March to reflect changes in the Consumer Price Index.

Item 7: ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT
ASSOCIATED WITH FNTERING INTO THE FRANCHISE_AS A NEW FRANCHISEF OR

CONTINUINO FEES IF YOU ARE A RENEWING FRANCHISEE
TO WHOM
TYPF OF MFTHOD OF PAYMENT IS TO BE
EXPENDITURE AMOUNT PAYMENT WHEN DUE MADF.
Initial Franchise $25,000 Lump sum; non- Upon signing of Pmdential-Real
Fee'! : ) refundable Franchise EsteteBRER,_Afliliates
Agreement Inc.
Marketing Fees $500 Minimum' Monthly First day of each Marketing Fees are
month thegur property ef

Prudential Real-Estate
and may be deposited in
itsgur general operating

account.

Exterior Signs *

Replacement faces - $1,000

Lump sum; non-

As required by

Preferred or local

to refundable supplier suppliers
$2,000
Complete new signs $5,000
- $20,000
Continuing See Item 6 See Item 6 See Item 6 Prudential-Real
Royalty EstateBRER Affiliates
Stationery and $2,000 Lump sum; non- As required by Preferred or local
Related Supplies to refundable supplier suppliers
$£5,000
Yard Signs £3,000 Lump sum; As required by Preferred or local
to non-refundable supplier suppliers
$£5,000
Special Promoticn $5,000 Lumnp sumn; non- As required by Local media suppliers
(New Name) refundable supplier
Computer $1,000 Lump sum Within 120 days Local suppliers
Hardware to after opening
$4,000
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METHOD OF

TO WHOM

TYPE OF PAYMENT IS TO BE
EXPENDITURE AMOUNT PAYMENT WHEN DUE MADE
Approved Broker $3,000 Lump sum Within 120 days Preferred suppliers
Management to after opening
Systermn (computer $5,000
software)
Approved $100 Monthly Monthly or Preferred suppliers
Software Support to Or Annually Annually
Expenses 51,000 Per incident
Software support: varies
from a per-call + time-
charge basis to monthly or
annual subscription fee
High Speed 520 Monthly Within 120 days Local suppliers
Data Grade to R after opening
Communication $50
Lines if required
Internet Access 510 Monthly Within 120 days Local Supplier or
to afier opening Internet Service
$60 Provider
Sales Professional Hotel room rental Lump sum As arranged by You Local Vendor
Orientation 100
to
$500
PRSBRS Fees Base fees (See Item 5 of the Varies -- PRSBRS
Disclosure Document) See Item 5 of
the Disclosure
Document and
Exhibit C of the
Franchise
Agreement
Additional Funds - $30to $525 As Incurred As Incurred Third Parties
3 Months*
TOTAL (excluding $40,760
real costs) to
$71,635

The estimates set forth above assume that You are already an established and licensed real estate broker

with at least one existing office that qualifies as a Location and an ongoing business.

Real estate

brokerage companies vary greatly in size, type and cost structure. Applicable law requires Prudential
Real-Estatous to estimate a range of Your likely initial investment for the “initial period,” which is the
period beginning with the date when You sign the Franchise Agreement and continuing through the end
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of the first 3 months after Your Location opens for business under the Prudential name. In providing
these cost estimates, we rely on our experience as a real estate brokerage franchisor. However, if You
are miming an existing business, or have experience in the real estate brokerage industry, You are in a
better position to estimate some or all of these costs for Your company. In the rare exception that You are
a start-up company and must establish Your office, You must consider that the estimates above would be
increased by leasehold improvements, decorating costs, furniture, fixtures and equipment, and other
routine fees and charges that a start-up of Your business should expect to incur and a franchisee
converting an existing office to the Prudential Real Estate franchise system does not need to incur.

Our estimates focus on a conversion franchisee’s incremental costs, i.e., expenses that the conversion
franchisee may incur during the initial period to conform to our identity and operating requirements and
other obligations under the Franchise Agreement. We exclude costs that the typical conversion
franchisee would have already incurred to set up their office; we provide a second chart below that
identifies the additional cost categories that a start-up franchisee would incur.

The estimates below are for a 20-agent, single-office company undergoing a “typical” conversion to the
Prudesntial-Real-Estateour System. It is difficult to portray a “typical” conversion because each company,
including Yours, is unique. Conversion involves matters of taste and judgment on Your part reflecting
Your market and agents. Some companies choose extensive and more costly conversion programs, while
others choose more modest and less costly conversion altemafives.

ESTIMATED GENERAL EXPENSES OF REAL ESTATE BROKERAGE BUSlNESS
: FOR A START-UP OFFICE

TOIWHOM

TYPE OF METHOD OF ' PAYMENT IS TO BE
EXPENDITURE AMOUNT PAYMENT WHEN DUE MADE
Real Estate and $3,000 Lump sum; non Monthly Landlord
Improvements to refundable
(including real estate $6,000
and other taxes
generally already
being incurred)
Leasetiold Nene anticipated if offices Inapplicable Inapplicable Inapplicable
Improvements meet Prudential-Real .
Estote>sour standards N
(typically a franchisee
operates an existing business)
Furniture, Fixtures None anticipated (the typical- Inapplicable Inapplicable Inapplicable
& Equipment franchisee operates an existing
business)
Business Insurance * In excess of $1,000 in most Lump sum As required by Insurance company of
cases insurers Your choice
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TO WHOM
. TYPE OF _ METHOD OF PAYMENT IS TO BE
EXPENDITURE AMOUNT PAYMENT WHEN DUE MADE
Aéenl Commissions Prevailing qommiséions in Y our prevailing After close of sale Sales Professionals
Y our geographical area payroll practice

! Under certain circumstances, Prademtial-Real-Estatewe may offer You fnancing of Your Initial Franchise Fee. Any interest or
other fees Pradential-Real-Estate-receiveswe receive concerning financing or otherwise under the Franchise Agreement are not
refundable. See Item 10 (Financing) of this Disclosure Document for a description of the limited financing terms. Under certain
circumstances, Prudential-Real-Estatewe may provide some financial assistance for the conversion of Franchisees to Prudential
Real Estate’s System. The initial fee for the first’ Additional Location is $12,500 and the fee for each subsequent Additional
Location will be 37,500 (See Item 5).

* In addition to the fees and expenses described in Items 5 and 6 ofithis Disclosure Document, You will incur other initial costs
(that Pradestial-Real-Estate-or-Prudential-Fimmoiel-doeswe_do not specifically require) within a short time following Your start
of the Franchised Business. With rare exception, Franchisees are established and licensed real estate brokers with an existing
office and an ongoing business. - Therefore, the above table does not include costs for establishing a real estate sales office or
additional working capital. Except for appropriate signage, and the Approved Broker Management System (computer sofiware),
Prudential-Real-Estate—doaswe_do not require equipment, fixtures, other fixed assets, construction, remodeling, leasehold
improvements and decorating costs, whether or not financed by contract, installment purchase, lease or otherwise; nor is there
any initial requirement as to inventory, security deposits, other prepaid expenses or additional working capital needed to begin
operafion under the Service Marks. However, if the appearance of Your exisfing offices does not meet Prudential-Real
Estate-sgur current standards, Rredential-Real-Estatewg may require You to refurbish the offices before commencing business
under the Service Marks as a condition to entering into a Franchise Agreement, Psndenial-Real-Estate-isWc_are unable to
estimate the cost, ifiany, ofithis refurbishment since it will depend on the condition of Your existing facilities. Since Franchisees
operate independent real estate brokerage businesses, their respective judgments as to working capital for their particular
circumstances will govern. Pasdential-Real-Estate-imposesWe impose ne minimum requirement regarding the amount of working
capital that You need; however, Prudential-Real-Estate-doeswe_do review the financial viability of itsour Franchisees at the
inception and throughout the franchise relafionship. You must have at the inception of the franchise relationship a net worth (or
otherwise make financial arrangements safisfactory to Prudentisi—Real—Estateus) sufficient in Prudential-Real Estalo'sour
reasonable judgment for You to be able to perform Your obligations under the Franchise Agreement.

] ? This item estimates the required real estate license expefises the franchisee will incur before operations begin and during the
initial period ofi operations. These figures are estimates and we cannot guarantee that you will not have additional expenses
starting the business.

* You must, at ¥euryour expense, obtain and i(eep in fuil force, certain insurance coverage. Present requirements are:
commercial general liability of at least $1,000,000 combined single limit bodily injury and property damage liability; automobile
liability and physical damage insurance (if Your company has company cars) of at least §1,000,000 combined single limit bodily
injury and property damage liability and comprehensive and collision coverage with deductibles reasonably satisfactory to
Prudentiak-Real-Estatous; worker's compensation and employer’s liability insurance, ifi required by Your state law, with
employer’s liability with at least a §100,000 limit per employee. Prudential-Real-EstateWe strongly suggestssugges| that You
obtain real estate agent’s errors and omissions insurance of at least $1,000,000. Larger companies should obtain increased
coverage consistent with other companies of similar size in the industry in their geographic area, Very large companies should
obtain commercial general liability, combined single limit bodily injury and property damage liability; automobile liability and
physical damage insurance, and errors and omissions insurance coverage of at least $5,000,000 in each case. Insurance
requirements may change at any time.

3 Prior to April T, 2010, our form ofi franchise agreement provided that Marketing Fees were computed based on the monthly
Gross Revenues attributed to each Location operated by franchisees. Through March 31, 2010, the minimum fees provided in
our standard agreement were $750 per Location, and the maximum fees were 31,047 per Location. Existing franchisees are
being given the opportunity to modify their franchise agreements to permit payment in accordance with the method specified in
the current form of franchise agreement.
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We do not, and cannot, estimate ¥etsryour cash flow from operations or a break-even point, but we
expect that a conversion franchisee who is running an existing business or has experience in the real
estate brokerage industry will have a reasonable idea of their likely cash flow from operations during the
initial period. We also encourage You to speak with other—P—rudent}al—Real—Estate franchisees to evaluate
this on -‘Yeusyour own.

Our initial investment estimates exclude incidental expenses that You may incur during training;
payments of Royalty Fees and Marketing Fees since these amounts depend upon Youryour actual Gross
Revenues, which we cannot estimate; financing expenses that You pay to us or to a bank or other lender
in coimection with the purchase of the franchise; or an allowance for payroll expenses or a draw or salary
to You or other owners of the franchisee.

These charts are estimates only. Your actual costs will depend on a variety of factors including Your
management skill, prior experience and business acumen; local economic conditions; competition; and
other factors. You should review the figures in the above charts carefully with a business advisor before
making any decision to purchase the franchise.

Item 8: RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Prudential-Real-EstaterequiresWe require You to purchase an Approved Broker Management System
(see Item 11), and become a member of PRSBRS. You have no other obligation to purchase or lease
anything from designated sources.

During 2010, PRSBRS’s revenue from our franchisees, in the form of PRS fees, was $962,752.85.
PRSBRS does not pay us any portion of the BRSBRS fees that it collects from our franchisees.

As we explain in Items 5 and 6, You must become a member of PRSBRS, a broker-to-broker referral
service, under the Terms and Conditions attached as Exhibit C to the Franchise Agreement. You must
pay PRSBRS the following fees imder circiunstances described in the Terms and Conditions, which is the
source of revenue that we disclose in this Item 8.

O Annual fee of $35 per full-time and equivalent sales associate - minimum $750, maximum $7,500.

O Referral fees on certain trarisactions originated from affinity relationship referral programs will be
determined by Brudential Real Estate in its sole discretion.

You may not join, belong to or be affiliated with any organization that operates a relocation marketing
network or third party home purchase program that is similar to or in competition with PRSBRS or
Prudential Relocation,_lnc. (see paragraph 7(a) of Exhibit C of the Franchise Agreement).

With the exception of the purchase of an Approved Broker Management System, You do not have to
purchase other goods, services, supplies, fixtures, equipment, inventory, computer hardware or real estate
from a designated supplier. However, certain of the items and services that You will purchase must
comply with Prudential-Real-Estatc’sour standards. Specifically, Your marketing materials (including but
not limited to, yard signs, stationery and business cards) must comply with our Identity Standards. The
Identity Standards will be provided to you as part of our Operations Manual, and we and_Prudcntial
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Insurance reserve the right to modify the Identity Standards from time to time in our_or Prudential
Insurance’s discretion.

We have no purchasing arrangements or distribufion cooperatives that assist our franchisees buy or lease
goods or services to establish or operate their franchise business and do not negotiate purchase
arrangements with suppliers for the benefit of Prudenfial Real Estate franchisees.

We do not provide material benefits (for example, renewal or granting additional franchises) to a
franchisee based on a franchisee’s purchase or lease of particular products or services or use of particular
suppliers.

Because most franchisees are already established businesses at the time they join the franchise Network,
and vary significantly in size and number of agents, and because the actual number of referrals received
cannot be estimated, a meaningful estimate of the percentage of required purchases to total purchases
cannot be made. Required purchases generally constitute less than 5% of a franchisee’s total initial
investment in the Prudential Real Estate franchise and of a franchisee’s expected operatmg expenses for
a 20-agent, single-office company.

At this time, no officer of Prudential-Real-Estatoours owns an interest in any required, recommended or
approved supplier.

Item 9: FRANCHISEE'S OBLIGATIONS

This table lists Your principal obligations under the Franchise Agreement and other agreements.
It will help You find more detailed information about Your obligations in these agreements and in
other items of this Disclosure Document.

Obiigation Franchise Agreement Section  Disclosure Document Item

4. Site selection and acquisition/lease Sections 4.01 & 4.03 Item 1 1

b. Pre-opening purchases/leases Not Applicable Items 5, 7 & 8
Site development and other pre-opening Not Applicable Item 7 (Footnote 2)
requirements

d- Initial and ongoing training . Section 8 Items 6 & 11

€ Opening Not Applicable Items 7 & 11

f Fees Sections 4, 5, 6,10 & 15 Item5,6& 7

8 Compliance with standards and Section 7 & 9 Items 6, 8, 13, 14, 16 & 17
policies/Operating Manual

b Trademarks and proprietary information Section 7 Items 13 & 14

I Restrictions on products/services offered Sections 3,9 & 10 Ttems 8 & 16

J- Warranty and customer service requirements  Not Applicable Not Applicable

k- Territorial development and sales quotas Not Applicable Ttem 12

L Ongoing product/service purchases Sections 3,5&9 Item 8

M- Maintenance, appearance and remodeling Section 1 Item 7 (Footnote 2)
requirements {

M Insurance Sections 3 & 9 _ Item 7
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Disclosure Document Item

Obligation Franchise Agreement Section
0. Advertising / Marketing Section 5 Items 6 & 11, (Footnote 5)
P Indemnification Sections 7, 10, 13 & 14 Ttem 6
9 Owner's participation/management staffing Sections 9 & 10 Ttem 15
T Records and reports Section 9 Items 6 & 8
5. Inspections and audits Section 9 Items 6 & 11
Y Transfer of ownership Sections 2 & 10 Items 6 & 17
Y Renewal of Franchise Agreement Section 6.02 Item 17
V- Post-termination obligations Section 13 Ttem 17
W- Non-competition covenants Section 9 Ttem 17
X- Dispute resolution Section 12 Ttem 17
Y- Location Manager Section 9 Ttem 15
2 Transaction Reporting/Approved Broker Section 9 Item 6 & &
Management System
Approved Broker to Broker Referral Terms Section 2, Exhibit C Items 6, 8 & 22 .
and Conditicns
Item 10: FINANCING
SUMMARY OF FINANCING OFFERED
Loss of
Liability Legal
[tem Source of Down Amount Term (Yrs) | Interest Monthly Prepay Security Upon Right on
Financed Financing Payment | Financed’ Rate Payment Penalty® | Required’ Def:.u]t Default
3
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Imtial Fee' Promissory 1to 120 7.5%to | Equal Monthly None

Note : Months® 159%* Installments®

Item 11: FRANCHISOR’S ASSISTANCE, ADVERTISING, COMRUTER SYSTEMS,
AND TRAINING

Except as listed below,--Pﬂrdc-n-tia-l-R-e-a-l—E—s-t-a-t-e—isw not required to provide You with any
assistance. '

Pre-Opening Obligations

Prudential-Roal-Estate'sQur obligations for training, promotion and other assistance either before or
shortly after the Effective Date of the-EranehisedBusinessa new franchisee in the System are as follows:

! You must pay the Initial Franchise Fee in full at the time You sign the Franchise Agreement. All other obligations,
such as Continuing Royalty and Marketing Fees, that You owe to Prudential-Real-Estateus or itsour affiliate are
payable in full when due.

? Prudential-Real-EstateWe or #tsour affiliate may allow You to defer payment of all or a portion of the Initial
Franchise Fee and may permit financing of other obligations that You owe to Prudential-Real-Estateus or itsour
affiliate. '

? Terms can range from 1 to 120 months, but are generally 24 months.

* The financed portion of the Initial Franchise Fee or other obligations will bear interest at an annual rate ranging
from seven and one half percent (7.5%) (APR of 7.5%) to fifteen percent (15%) (APR of 15%), if priced using a
fixed rate of interest, and a range of between Prime and Prime + 2.5% if priced using a floating rate, and will be
payable under the terms of a promissory note evidencing the debt.

* Notes are usually self-amortizing and payable in equal monthly installments, depending upon market rates and
conditions. (A copy of Prudential RealEstate’sour installment note appears in this Disclosure Document as Exhibit
G).

® Promissory notes will not impose prepayment penalties but will provide for acceleration of payment of principal if
a default occurs, either under the promissory note or if You default under the Franchise Agreement.

“Prudential-Real-Estate’ We or itsour affiliate may also require that any note be secured by real or personal
property.

® All promissory notes will provide that a failure to make payments under the promissory note will also cause You to
be in defauh of the Franchise Agreement. Prudential Real-EstateWe or #sour affiliate will require Your Principals to
personally guarantee the debt. All promissory notes require You to waive diligence, demand, presentment for
payment, notice of non-payment, protest and notice of protest, notice of any renewals, extensions, and amendments
to or modifications of the note, as well as the claiming of any statute of limitations as a defense. Repayment
arrangements may include payment to Prudential Real-Estateus or itsour affiliate of an override above Continuing
Royalties, which is then used to pay interest and principal. Prudential-Real-Estate-hasWc havc not sold, assigned or
discounted to any third party any note, contract or other instrument executed by itsour franchisees, but Prudential
Real-Estate-reserveswe reserve all rights to do so in the future.
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(a)  Transition Process -- Within 15 days ef execution of the Franchise Agreement, Prudential
Real-Estatewe will commence transition consultation and integration support to You or a designated
contact.

(b) Sales Professienal Orientation -- Within 45 days of the Effective Date, at facilities You
provide, Prudential-Real-Estatewe will present an overview and furnish materials to cemmmicate the
benefit of the brand and availability of Prudential-Real—Estate’sour tools and resources to your sales
professionals (see Franchise Agreement, paragraph 8.02).

(c)  Operations Manual and Identity Standards Manual — Within 15 days of execution of the
Franchise Agreement_by_a new franchisee in the Systcm, an Operations Manual srd—aswhich also

contains the Identity Standards-Manual will be available to You electronically (see Franchise Agreement,
paragraph 9.05). As of December 2010, Prudential-Real-Estate’sgur Operations Manual consisted of 66

pages and the Jdentity Standards portion of our Operations Manual consisted of 97 pages. A table of

centents to the Operations Manual can be found at Exhibit H of this Disclosure Document.

Ongoing Assistance

Prudential-Real-Estate’sQur obligations concerning assistance and ether services provided to You during
the operation of the Franchised Business are as follows:

(a) Sales Prefessional Training —Prudential-Real-Estatewe may periodically make available to
You optional sales prefessional training courses at a location selected by Prudential-Real-Estateus er
delivered by alternative means such as through the Internet, video tape or disc, or audio tape. Yeu will
be responsible for any travel or lodging costs and such course fees as Prudential-Real-Estate-chargeswe
charge (see Franchise Agreement, paragraph 8.03).

(b)  Field Visits —Prudential-Real-Estate*sQwr staff will, as Prudential-Reel-Estate-censiderswe
consider appropriate, visit with You either in greup meetings with other franchisees or in individual
meetings (see Franchise Agreement, paragraph 8.05)."

(c) Consulting —Prudential-Real-EstateWe will be reasonably available for consulting and
guidance regarding the operation and management of the Franchised Business. Such consulting may
occur by telephone (see Franchise Agreement, paragraph 8.05).

(d)  Sales_Convention — periodically Prudential-Real-Estatewe will arrange an annual Sales
Cenventien for all of #sour franchisees where You may participate in varieus programs with Prudential
Real-Estateus and other franchisees (see Franchise Agreement, paragraph 8.04).

Marketing and Bromotion
Prudential-Real-Estate—cellectsWe collect Marketing Fees that it-aseswg use to provide a variety of

marketing and promotional suppert for itsgur franchisees.—Prudential-Real-Estate-franchisees-alse-benefit
frem-the-marketing-and-premetienal-astivities-ef-Prudential-Finaneialk:

(a)  Use of Marketing Fees —Prudential-Real-EstateWe may spend Marketing Fees on one or
more of the following: national and cooperative advertising, marketing, public relations, market research,
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and promotional campaigns designed to benefit the Network and System and to promote and enhance the
value of, general public recognition of, and acceptance of the Service Marks. Prudential-Real-EstateWe
may use a variety of advertising media, including but not limited to, network and cable television,
network and local radio, consumer on-line advertising and linkages, national, trade and local homes
magazines, billboards and newspapers. We may also spend Adwertising-Fundsthese funds to operate
national or regional online databases of properties available for sale or rent.

(b) Scope of Coverage — The coverage of media may be local, regional, national, and
international in scope. PrudenmtialReal-EstateWe will determine, in itsour sole discretion, the cost, form
or media, content, format, production and timing, including regional or local concentration and seasonal
exposure, location and all other matiers for advertising, public relations and promotional campaigns. In
itsour sole discretion, Rrudential-Real-Estatewe may make extraordinary advertising or promotional
expendimres from other than Marketing Fees in the area within which the Franchised Business is
operated. Prudential-Real-EstateWe may, on a national basis, impose an additional assessment for special
advertising or promotional activities, if Franchisees owning two-thirds of all of its franchised locations
agree to such additional assessment. All expendimres of Marketing Fees are intended to benefit the
entire Network and System, and we cannot guarantee that You will benefit directly as a result.

(c) Source of Material —Prudential-Real-Estate-doesWe do not use an advertising council.
Prudential-Real-Estate-uses-Prudential-Finaneial’sWe use our in-house advertising-egenoy;-supervised-by
experienced-Prudential-Real-Eslato marketing executives. '

(d} Materials Provided —Prudential Real-Estate—providesW¢ provide You with advertising
materials for print and finished TV spots and radio scripts. You may also develop Your own advertising
materials, including the use of electronic media such as the Internet; however, You must obtain
Prudential-Real-Estate’sour prior approval for any advertising materials that You want to develop, and
Your materials must be in compliance with the Operations Manual and Identity Standards.

(e)  AdvertisingNational Advisory Council —Prudential—Real—Estate—solicitsWe _solicit
comments on #sQur advertising programs from the National Advisory Council, which is composed of
_franchisees. Prudential-Real-EstateWe also hashave an internal committee that reviews national, local
and regional advertising expendifures and programs. ;

()  General Information — All Franchisees must make contributions for advertisingmarketing
expenditures (for contribution rates see Item 6). PRrudential Real—Estate—isWe are entitled to
reimbursement for itsour acmal administrative expenses of the advertisingmarketing program (which
expenses will not exceed 15% of the annual aggregate Marketing Fees), plus the actual cost of Prudential
Real-Estato*sour production and placement of advertising. Marketing Fees are deposited into Prudential
Real-Estate’sour general operating account and no interest is paid to You on the Marketing Fees.

Prudential-Real-EstatosQur marketing group administers the advertising expenditures, subject to review
by a committee of Prudential-Real-Estateour officers. Before April 1 of each year, Prudential-Real-Estate
deliverswe deliver to each Franchisee a statement of receipts and expenditures for advertising. .

In fiscal 2010, advertising expenditures were as follows:

PREAFDD 664744121411 33



Dollars  Percent of Expenditures

&)
Receipts :
Contributions 12,379,600
Annual Local Rebate Program (2,924,200) 37.62%
Net Collected 9,455,400
Expenditures:
Production Costs 1,576,600 20.29%
Media Costs 2,856,800 36.76%
Affiliate Advertising Consulting Costs 288,700 3.71%
Administrative Costs . _ 126,000 1.62%
Total Disbursements and Rebates 7,772,300 100.0%
Net Received/(Disbursed) (4,848,100)

Beginning Residual Advertising and Marketing Fees (1/1) 5,675,000
Ending Residual Advertising and Marketing Fees (12/31) 10,282,300

Notes:

(1) In 2010, Prudential-Real-Estatewe incurred production costs to deliver a number of programs to itsour residential
and cemmercial real estate franchisees. Examples of the programs include free direct mail materials (postcards),
Canadian advertising, commercial advertising, eCard program, trade print advertising, online advertising and
promotion. Fine Hemes Marketing Campaign and services for recruitment, national advertising tagable television
and consumer print advertising, and Fine Homes International Magazine.

Any amounts not spent at the end of the fiscal year for advortisingmarketing are retained for later years.

(8)  Prudential-Real-Estate-doesWe do not use the advertisingmarketing expenditures for the
sale of franchises.

(h)  Formula Used — Certain of our existing franchisees continue to pay marketing fees based
on a prior system of calculating marketing fees as set forth in previous versions of our franchise
agreement. In some cases, we may waive our right to require those franchisees to conform to the current
method of calculating marketing fees upon renewal of those existing franchise agreements.

Computers, Software and Telecommunication Reporting

Prudential-Real-Estate-roquiresWe require You, within 120 days of Your Effective Date, to install and
use an Approved Broker Management System (listed on Exhibit A of the Franchise Agreement). .Within
that time, You must also be trained on the software. You must report real estate transactions to
Prudential-Real-Estatous electronically through an Automated Clearing House account, in order for
Continuing Royalty and other fees to be collected, using an Approved Broker Management System.

The Approved Broker Management System (“BMS”) is a software program designed for use in a real
estate office to record, track, monitor and report transactions, maintain an accurate Sales Associate
roster, and provide some form of office accoundng and bookkeeping, or an interface to a separate
accounting/bookkeeping appllcatlon Approved BMS software programs are listed on Exhibit A of the
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Franchise Agreement. The BMS program is used to enter and track transactions from inception of
contract through closing. Once a contract has closed and appropriate detail including agent commission
information is recorded, the software operator will initiate a process to extract appropriate franchise
information from the BMS and transmit the information to Prudential Real Estate in Irvine, Califomia
using a computer modem or appropriate electronic connectivity to the Internet. The software operator
will access PREA Center to begin the electronic reporting process, which involves transmitting the data
tile created by Your BMS, to Prudential-Real-Estateus. You only pay for the call to Your Internet
Service Provider ("ISP") if necessary, for support purposes. Typically, this is a local call. Depending on
the amount of information to be transmitted, data bridge transmissions often take no more than fifteen
minutes from start to tinish,

Prudential Real-Estate-grantsWe grant approved technology supplier status to third party companies that
sell and support an Approved BMS. Prudential-Real-Estate-requiresWe require an approved BMS
supplier to maintain and support current versions of Prudential—Real—Estate’sour data bridge
specifications that allow You to report electronically to Prudential-Real-Estatous. You must maintain a
software support agreement or comply with the approved BMS supplier's support policy, and You must
purchase updated versions of Your BMS to ensure that You will always have the most current data
bridge software, compliant with our current-Rrudential-Real-Estate specitications.

As discussed in Items 7 and 8 of this Disclosure Document, and Raragraph 9.03(b) of Your Franchise
Agreement, Prudential-Real-Estatewc may require You to add commercial communications systems or
capacities, such as electronic mail, satellite television, Internet capacities and/or participation in PREA
Center. You will bear the cost of these systems or capacities and Prudential-Real-Estatewe may mclude a
reasonable charge for the services it chooses to provide.

Computer Requirements

For most Franchisees, installation and use of the BMS and data bridge will require any compatible
personal computer with modem or high-speed Internet connection. Each BMS program has different
minimum requirements; consult with the BMS suppliers for information on specific hardware
requirements. The chart below provides additional information on costs and requirements,

Prudontial-Real-Estate-requiresWe require You to keep the computer hardware in working condition.
Typically, the BMS suppliers do not sell computer hardware. Therefore, most franchisees use existing
computers in their office or purchase a computer from one of Prudential-Real-Estate’sour Approved
Suppliers or from a local computer store. Prudential-Real-EstateWe only requiresrequire that the
computer hardware is of a minimum standard level to run the approved BMS program You select.
Upgrades to the hardware will only be required if the BMS supplier requires an upgrade or if the
hardware becomes unable to perform the required functions for electronic reporting. Prudontial-Real

Estate-doesWe do not provide computer hardware to franchisees. '
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Office Size

Equipment/Product Requirement

Approximate Costs

Small single office

One computer with modem or high-speed
intemet connection for use by staffi for
transaction input and reporting via phone
line or cable modem to Prudential-Real
Eslateus in Irvine, CA

One computer with modem or appropriate
Internet connectivity and Intemnet browser
for use by staffi for reporting directly
through PREA Center (ifi fewer than 10
transactions per month)

HARDWARE: $1,000 to $4,000 for
computer with a modem to access the
Internet and printer depending on brand,
model and options. A printer will be
required. Typically, the current computer
system is used for the BMS, so only a
modem and available phone line (see
below for information) will be needed.

SOFTWARE: $200 per month lease
option to $5.000 (prices vary with con-
figurations and  options).  Broker
Management reporting software (refer to
Exhibit A of the Franchise Agreement)
from $3,000 to $5,000. In addition, You
will need access to the Internet 1o access
PREA Center. Access to the Internet
ranges from $10 to $60 per month per
access [D. You may use an ISP of Your
choice. There is no charge to use PREA
Center.

SOFTWARE SUPPORT: Varies,
depending upon the supplier.  Some
vendors include user and technical support
with the purchase price, while others
typically charge a monthly or annual
support fee. Fees are also dependent upon
the level ofi support contracted for, or may
be dependent upon the number ofi
applications installed. As an example,
minimal annual support for a small single
office company is approximately $600.

PHONE LINE: Prsdonlial-Raal-Estato
recommendsWe recommend a dedicated
phone line, high-speed connectivity or
cable internet access; costs will vary
depending upon the options You select.

PREA-FDD 0647112141 §

36




Qffice Size

Equipment/Product Requirement

Approximate Costs

Medium Size (over 50 agents} single
office

One computer with modem or appropriate
Internet connectivity for staff use for
transaction input and reporting via phone
line or high-speed internet connection to
Prudential-RealEstateus in Irvine, CA.
Companies with large transaction volume
may require two or more compulers on a
network to reduce administrative backlog.
You can discuss Your options with the
approved BMS  suppliers, or other
technology consulting resources.

HARDWARE: $1,000 to $4,000 for first
computer and prinier depending on brand,
medel and options. A printer will be
required. Add similar costs for each
additional computer. Network costs vary;
a BMS supplier can assist with a decision
regarding network options.

SOFTWARE: $200 per meonth lease
option to $5,000 (prices vary with con-
figurations and options). Costs increase
for additional computers and coffices using
the BMS software. In addition, You will
need access to the Intemnet to access PREA
Center. Access to the Internet ranges from
$10 1o $60 per month per access ID. You
may use¢ an ISP ofi Your choice. There is
neo charge to use PREA Center.

SOFTWARE SUPPORT: Varies,
depending upon the supplier.  Some
vendors include user and technical support
with the purchase price, while others
typically charge a monthly or annual
support fee. Fees are alse dependent upon
the level of support contracted for, or may
be dependent upon the number ofi
applications installed.

PHONE LINE: Prudontial-Real—Estnio
recommendsWe recoipmend a dedicated
phone line, high-speed connectivity or
cable internet access for the one compuler
that will transmit information to
Patdenliol-Real-Estate-ys_in Irvine; costs
will vary depending upon the options You
select. '
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Office Size

Equipment/Product Requirement

Approximate Costs

Multi-Office Companies

One or more computers with modem or
appropriate Internet connectivity for staff
use for transaction input and re-porting to
Prudential—Reel—Estateus in Irvine, CA.
Companies with large transaction volume
may choose to install a system at each
branch with costs incurred accordingly.
You can discuss Your options with the
approved BMS suppliers.  Additionally.
You may choose to connect Your
branches via Wide Area Network (WAN).

HARDWARE: 51,000 to $4,000 for first
computer depending on brand, model and
options. Printing will be required. Add
similar costs for each additional computer.

SOFTWARE: 3200 per month lease
option to $5,000 (prices vary with con-
figurations and options). Cosis increase
for additional computers. In addition,
You will need access to the Internet to
access PREA Center. Access to the
Internel ranges from $10 to $60 per month
per access ID. You may use an ISP of
Your choice. There is no charge to use
PREA Center.

SOFTWARE SUPPORT: Varies,
depending upon the supplier.  Some
vendors include user and technical support
with the purchase price, while others
typically charge a monthly or annual
support fee. Fees are also dependent upon
the level ofi support contracted for, or may
be dependent upon the number of
applications installed.

PHONE LINE: Prudential-Real-Eslate
recommendsWe recommend a dedicated
phone line, high-speed connectivity or
cable internét access for the one computer
that will transmit  information to
Prudential-Real-Estateus in Irvine; costs
will vary depending upon the options You
select.
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Office Size

Equipment/Product Requirement

Approximate Costs

Large, Multi-Office Company

Typical installations are a large, head
office computer, or computer installed at
each branch office.

One or more computers with modem or
appropriate Internet connectivity for staff
use for transaction inpUt and re-porting to
Prudential-Real-Estateus in Irvine, CA,
Companies with large transaction volume
may choose to install a system at ecach
branch with costs incurred accordingly.
You can discuss Your options with the
approved BMS suppliers. Additionally.
You may choose to conmect Your
branches via Wide Area Network (WAN).

HARDWARE and SOFTWARE: Prices
vary dramatically from $5,000 to $50,000
or more depending on size, scope and
function of software, soflware suppor
contract, and hardware, Approved
Suppliers and company owners(s) will
decide pricing and options. In addition,
You will need access to the Internet to
access PREA Center.  Access to the
Internet ranges from $10 to $60 per month
per access ID. You may use an ISP of
Your choice. There is no charge to use
PREA Center.

SOFTWARE SUPPORT: Varies,
depending upon the supplier.  Some
vendors include user and technical support
with the. purchase price, while others
typically charge a monthly or annual
support fee. Fees are also dependent upon
the level of support contracted for, or may
be dependent upon the number of
applications installed.

NOTE: Medium size company options
and costs may be applicable. Prudontial
Real—Estate-—suggestswe__supgest You
discuss Your options with a BMS
supplier, technology consulting resources,
and Prudential R eal—Estateour
representative,

PHONE LINE CHARGES: Most calls to
Your ISP are local. You will use the ISP
to get to the Intemnet for access to PREA
Center.

Upgrades

You must upgrade Your BMS at the time of required software enhancements. Additionally, Prudential
Real-Estatowe may determine that an Approved BMS has become inadequate and prescribe different real
estate office management software. Prudential-Real-EstateWe will then require You to replace Your
BMS, but You will have at least 90 days to do so.

Site Selection

In all but rare cases, You are an existing real estate brokerage operating from an existing business
Location. As part of the franchise application process, we evaluate Your existing Location. Your
existing Location must be acceptable to Prudentia-Real-Estateus before You can become a franchisee.
If, after You become a franchisee, You wish to open Additional Locations, You must first obtain
approval for each Additional Location from PrudentiaHRoal-Estatoys (see paragraphs 4.01 and 4.03 of the
Franchise Agreement). To obtain approval, You must not be in default of any of Your obligations under
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Your Franchise Agreement, and You must submit to Prudential-Real-Estateus a written request and
supporting information for approval of the proposed Additional Location. Within 30 days after receipt of
Your request, PrudontialReal-Estatewe will approve or disapprove the Additional Location. If
Prudential-Real-Estate-approveswc_approve the Additional Location, You will then sign an Additional
Location Addendum to the Franchise Agreement and pay the required fee (see paragraph 5.01(b) of the
Franchise Agreement). Prudential-Real-EstateWe may disapprove Your Additional Location request in
itsour sole discretion.

If You desire to open Additional Locations or Additional Satellite Offices (see Article II of the Franchise
Agreement), Prudential-Real-Estatowe may grant You the right to open one or more Additional Locations
or Additional Satellite Offices at an approved site provided You are not in default imder Your Franchise
Agreement and upon satisfaction of certain conditions in the Franchise Agreement (see paragraphs 4.01
and 4.03). You must pay a fee of $12,500 for the first Additional Location, and a fee of $7,500 for each
subsequent Additional Location (see paragraph 5.01(b) of Franchise Agreement).. You must obtain
Prudential-Real-Estate'sour prior written consent to each Additional Location or Additional Satellite
Location. If, at any time, You desire information as to whether there may be an appropriate opportunity
for a particular Additional Location, You must submit a written request to Prudential-Real-Estatcus for
information.

If You desire to close or relocate one of Your Locations, or if You desire to relocate a Subdivision Sales
Office, Satellite Office, or Administrative Office, You must request Rrudential-Real-Estate’sour consent.
At least 30 days before the desired date of closure or relocation (unless prior notice is impractical
because of a required closing or relocation, then You will make notice as soon as possible), You must
make a written request for consent to close or relocate, describing the reasons for the closing or
relocation and providing details of any proposed new Location, Subdivision Sales Office, Satellite
Office, or Administrative Office. Within 21 days after receiving Your request, Rrudential-Real
Estatewe will either approve or disapprove the closure or new Location, Subdivision Sales Office,
Satellite Office, or Administrative Office in its sole discretion. If disapproved, You may request an
alternative proposed new Location, Subdivision Sales Office, Satellite Office or Administrative Office
under the provisions of paragraph 4.02 of the Franchise Agreement. If You are unable to conduct the
Franchised Business from any particular Location for reasons beyond Y our control, with Prudential Real
Estate's prior permission, which Prudontial-Real-Estatowe will not unreasonably withhold, You may
relocate this Location to another approved site. If Prudential-Real-Estate—consentswe consent to the
closing of a Location and, after that You are permitted to open an Additional Location, Prudential Real
Estatewe will waive the Additional Location fee otherwise required under paragraph 5.01 of the
Franchise Agreement.

PrudentialReal-Estate—grantsWe _grant You a Franchise to operate from Your approved Locations,
Additional Locations, Subdivision Sales Offices, Satellite Offices and Administrative Offices. You will
(a) diligently and effectively promote, market and engage in the Franchised Business, (b) develop, to the
best of Your ability, the potential for the Franchised Business from each of Your Locations, Subdivision
Sales Offices and Satellite Offices, and (c) devote and focus Your attentions and efforts to such
promotion and development. You will not seek to promote and develop the Franchised Business outside
the geographic areas reasonably serviced by Your Locations, Subdivision Sales Offices, Satellite Offices
and Administrative Offices.

Typical Length of Time for Contracting
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You must submit the Initial Franchise Fee at the same time You execute and deliver Your Franchise
Agreement to Prudontial-Real-Estateus. Typically, You are already in the real estate brokerage business
and the time between Your submission of the executed Franchise Agreement and fees and the day You
begin operating as a member ofithe Prudential Real Estate Network is ordinarily less than 15 days. If
You are a start-up company and must establish Your office before entering the real estate brokerage
business, the time between Your submission of the executed Franchise Agreement and fees and the day
You begin operating as a member ofithe Prudential Real Estate Network will typically be as long as 90 to
120 days.

Training Program as of Prudential Real Estate’s Last Fiscal Year

Our-PRERS Education Team is responsible for the effective development, management and delivery ofi
educational programming to the Network’s franchisees. As a team, they have 70+ years ofiexperience in
the field and have been with PRERSus for 36 years. Network training is delivered through the Prudential
University LeamCenter via Web-Based Training (WBT) and Virtual Instructor-Led Training (VILT), and
at our annual Sales Convention and Sirmmit programs. Any costs ofi travel are Yotu responsibility,
Training offerings are focused on reinforcing the value ofithe Prudential Real Estate brand, our systems,
services, resources and tools. See the Prudential University Program Guide on PREA Center for a
complete description ofi all training offerings. Please see Maximizing the Power of Prudential for
information regarding Sales Professional Orientation.

Instruction materials include manuals, handouts, and free downloads from the LeamCenter Resource
Library. Once each course is completed, no additional training for that course is required. Eighty-five
percent (85%) ofinew Franchisees have enrolled in non-mandatory training sessions during the preceding
12 months. Current course offerings include:

TRAINING PROGRAM
Hours of
) Hoursof On-the-Job .
Subject Classroom Training Training Location
Action Pack for Success " 45 Minutes Each 0 WBT
Series 1] Modules .
Collaborative Selling Questioning 45 0 WBT
Techniques
eCertified®2.0 Four Modules 45 Minutes Each 0 WBT
Effectively Serving the Asian Pacific 45 0 WBT
American Housing Market
Gen X and Gen Y Recruiting and 45 0 WBT
Retention Strategies
How to Ask for Referrals 45 0 ) WBT
Listings Plus
Maximizing the Power of Prudential 1 0 WBT
Online Buyer Advantage 1, 2, 3 45 Minutes Each [ . WBT
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Hours of

Hours of On-the-Job
Subject Classroom Training Training Location
Online Buyer Advantage for Brokers and 45 Minutes Each 0 WBT
CAMS1,2,3,4
Online Seller Advantage 1 WBT
Online Seller Advantage for Managers 1 WBT
Presenting Properties Online — Virtual 45 WBT
Staging
Power Listing Strategies 1 WBT
Pricing Strategies — Absorption Rate 45 WBT
Analysis
Profit Planning for Sales Professionals 1 WBT and VILT
Prudential Military Advantage Program 30 WBT
Prudential Value Range Marketing 45 Minutes 0 WBT
{PVRM}
Retention Strategies for Top Performers 45 0 WBT
Sales Professional What I Analysis 30 0 WBT
Same Sales — More Profit 45 0 WBT
101 Managing Sales Performance 6 0 WBT
Articulating Your Competitive 1 0 VILT
Differentiation
eCards — 3 Modules 1 0 VILT
Getting the Most from the Brand 1 VILT
I Object — Overcoming Commeon Real 1 0 VILT
Estate Objections
Management Conference Calls 1 0 VILT
Media Center Introduction i 0 VILT
Online Advantage Monthly Calls — 3 1 1] VILT
Prudential University Virtual Classroom 1 0 VILT, Quarterly
PREP - $100 7.5 40 +/- hrs of self- VILT '
directed activities
Profit Planning for Sales Professionals 1 0 VILT
Psychology of Selling 1 0 VILT
Rethink and Retool Your Listing 1 0 VILT
Presentation
Selling by Style 1 VILT
What's the Difference? Articulating 1 0 VILT
Your Competitive Advantage
Trainer Exchange 1 0 VILT, Quarterly
Presentation Clinic 20 0 Classroom, Instructor-Led
Maximizing the Power of Prudenfial 3 0 New Affiliates
Action Pack for Instructors Self-Study 0 Self-Study
New Homes Certificafion Self:Study 0 Self-Study
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Heurs ef

] Hours of On-the-Job .
Subject Classroem Training Training Locatien
Quick Start Tramning Program and Self-Study 0 Self-Study
Coaches’ Guide
Transition to Management — An Action Self-Study 0 Self-Study
Pack for Branch Leaders )
Accredited Buyer Representative (ABR) 16 Certitication required Varies, deljvered by CCDS
designation Buyer Rep. Sales
Leading Change . 3 0 Vartes

Other Obligations and Limitations

Under-paragraph3-06-of-the-Franchiso-AgroomentPrudential-Real Estate~Prudential Financial-snd-its
related-business-ontities-de-now-and-may-in-the-future-offer products-and-servicos-thatarepartof-the
Franchised-Business-or-may-be-efintereet-tocustomors-of-tho-Franchised-Bueinoss-{"Related-Services)-
Prudential-Real-Estate-bolievos—that-the-asseciation-of - theFranchised-Business—with-Prudential Real
Estate's-present-and-future-affiliates—to-incroase-consumer-awaronoss—of-tho-full-renge-of products-and
servicos-available—through-Prudential -Real-Estate—und-its—present-and future—affilistos—will-benefit-the
Network-and-tho-System—Under-the Franchiso-Agrooment, You-and-Prudential Roal-Estate-agree-that-You
will-display-end-meke-available-to-eustomers-and-prospeetivo-customers-at—each-Location-explonatory
and-prometionsl-materiels—for-Related-Sorvicos—that-Prudentinl—Real-Estate—and—its—prosont-and—future
affilistes—furnish—te—Yeu—You—will-cooperate—in—uffordingoppertunities—as—reasonably-dirocted-by:
Prudontial—Real-Estate—{or—Prudenticl—Real-Estato—and—its—prosont—and—future—affiliates—to—provide
information-and-marketing-assistance-concoming Related-Servicos-to-You-Youromployess—agents-and
sales-prefessionals—You-will-coleet-and-provide Prudential-Real-Estate-with-customer-lists—information
and-similar-data—to-facilitate-the-marketing-of-Reluted-Sorvices-as-direeted-by-Prudential Real-Estate-in
its-selo-diserotien—Prudential Roal-Estate-may-share-tho-oustomer-data-with-Prudential-Einaneigl-and-its
present—and—future-affiliates—You—will-arrange—at-PrudentiolReal Estate's-request—to—offer Related
Services—to—Your—eustomers—and—prospectivo-—customers—on—a—non-exclusivo-basis.—Nething—in—the
Franehiso-Agrooment—obligates Prudential-Real-Estate,Prudentiel Einancisl-or-any—presont—or—fisture
affiliatesto-offer Related-Servicos-to-or- through-You-and-You-acknowledge-in-the Franchise-Agroement
that-no-roprosentation—concerning-the-offering-of-thoso-senvicos-or-any-finanecial bonofits—to-be-derived
from-them-has-been-made-to-You-

Prudential Real-Estate—Prudential-Finaneial-and-theirWe and our present and future affilistes may be
invelved in real estate related business activities including business referrals, relocation of corperate
personnel, title insuranee, appraisal, eserow and other services. Eatry into the Eranchise Agreement does
not and sheuld net, in any way, create any right or expeetation that ¥Yeu will ebtain any benefits because
of this business aetivity. PrudentialReel-EstatoWg will, at all times, require You te comply with the
requirements of the Real Estate Settlement Procedures Aet of 1974 (“RESPA™), and the rules and
regulations issued regarding RESPA. Witheut limiting the above, You agree that at o before the time of
making o referral to Prudential Financialys or any of #sour present or future affiliates, ¥You will provide
the party being referred with the required affiliated business arrangement disclosure, to the extent
required by law.
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Prudential-Real-EstatoWe may, at itspur option, provide services in excess of those required under the
Eranchise Agreement. By providing these additional services, Prudential- Roal-Estate-croatoswe create no
obligation to continue to provide them. PrudentialReal-EstateWe may include a reasonable charge for
services it chooses to provide. In some circimistances Prudential-Real-Estatewe may, in itsour sole
discretion, subcontract to third parties the services it-provideswc provide to You.

Item 12: TERRITORY
The Eranchise Agreement, by itself, does not grant You an exclusive territory.

Prudential-Real-Estate-hasW¢ _have no policy as to how near to an existing franchisee outlet #we may
establish other franchises that distribute similar products or services under the same or a different
trademark, service mark, trade name, or logotype. )

In certain circumstances, Prudential-Roal-Estatowe may grant You an exclusive territory in a written
amendment to the Eranchise Agreement. The grant of an exclusive territory only prohibits Prudontial
Real-Estateus from licensing other franchised offices and locations_to _operate using_the Prudenfial
Service Marks in Your exclusive territory without Your consent. It does not prohibit other franchisees
from transacting business within the exclusive territory, nor does it allow You to expand within the
exclusive territory without Prudential Real—Estate'sour consent, or guarantee that You will be the
recipient, or sole recipient, of referrals and other business in the exclusive territory. If Your exclusive
territory is canceled, Prudential-Real-Estatewe will again have the unrestricted right to own, operate,
franchise or license, or in any other manner authorize the location and operation of other real estate
brokerage businesses at any location whatsoever within the former exclusive territory. Prudential-Real
Estate-hereby-rosorvosWe _reserve the right to own, operate, franchise or license, or in any other manner
authorize the location and operation, of other real estate brokerage businesses through any other means
available to it, including operations conducted via the Internet.

If Prudential-Real-Estoto-grantswe grant You an exclusive territory by an amendment, You must meet
certain stated levels of performance in order to maintain Your exclusive rights. Performance guidelines
typically require annual increases in; or maintenance of, Your production or market share. The specific
requirements vary based on individual market conditions, Your existing production and market share, and -
are usually negotiated. In the event You fail to maintain the stated performance levels, Prudontial-Roal
Estatowe will cancel Your exclusive territory (but not Your franchise). Prudontial-Roal-Estate-doosWe
do not otherwise alter Your territorial rights without Your consent. Prudential-Real-Estate-givosWe give
multiple exclusive territories only in rare instances. Each exclusive territory has separate performance
standards and may be separately terminated. Any performance guidelines will be agreed to in advance
and may not be changed unilaterally by Prudential Real-Estateus.

In the absence of an exclusive territory, Prudontial-Real-Estate;~Prudontial-Financial-or—itswe or _our
present and future affiliates may establish other franchised or company owned offices that may compete
with Your Location or Locations. (See Exhibit C of this Disclosure Document for other franchisees
licensed to use the Prudential-Real-Estatols-Sorvico-Marks)}—PREESA;Prudontial-Real-Estate's-affiliate;
has—equity—positions—in—certain—franchised—companies—AH—of -thoso—offices—are—operated—under—tho
Prudential-Einancial-trademarks;-trade-names;-Service-Marksrinsignias-or-logos:_Service Marks)
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You will only make referrals from the geographic areas reasonably serviced by Your Locations,
Subdivision Sales Offices and Satellite Offices, and You will not seek to develop referrals originafing
outside such areas for properties located outside such areas. Prudential-Real-Estate-hasWe have the right
to grant waivers to this prohibition. Prudential-Roal-EstateWe may, in itsput sole judgment, periodically
specify areas that are not reasonably serviced by Your Locations, Subdivision Sales Offices and Satellite
Offices.

Commercial and residential real estate brokerage activities represent separate markets, business
opportimities and activities. As such, Prudential-Real-Estatoye may evaluate commercial and residential
activities separately in the operation of the System, placement of Locations, and granting of franchises.
This may result in Prudential-Real-Estatogur granting separate residential and commercial franchises i ina
specific geographic area with offices located in close proximity to each other.

No Other Prudential Einancial Product or Service

The-grant-of-aA franchise relationship with us does not entitle You to any relationship with Prudontial
Einancial BAM or other present and future affiliates of Prudontial-Einancial-BAM In its sole discretion
Prudential-EinanciaiBAM or other present and fiiture affiliates of Prudontial-EinancialBAM may enter
into various relafionships with specific franchisees; however, neither Prudential-Real-Estatewe nor
Prudential-Financial BAM nor its present and futire affiliates-have any obligafion to do so. You should
place no reliance upon possible future relationships with Prudential-Einancial BAM or any of its present
and -future affiliates in deciding whether or not to enter thisinto_a, or renew vour, Eranchise

Agroementrelationship with us.

Item 13: TRADEMARKS

The following Marks are the Service Marks (and logo) to be licensed to.You. Prudential Insurance owns

the Markss+vbieh_and has licensed us to permit our franchisees to use them. The Marks are registered on
the Principal Register of the United States Patent and Trademark Office (“PTO”). No affidavits or

renewal filings are yet due in connection with these registrations:

Registration , Service Registration
- Number . = : Mark Date

[/
/)
1,616,000 A October 2, 1990
3 Prudential Referral Services’
_ INTERNATIONAL NETWORK
1,836,987 { May 17, 1994
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@ Prudential

2,120,631 - December 6, 1997

Prudential-Real-Estate-offersWe offer and selsge]l franchises for the operation of both residential and
commercial real estate brokerage business using the same Service Marks under separate franchise
systems._Scc Item [ for a description of the restrictions tbat haye been placed on our future ability to sell

real estate brokerage franchises.

You must follow our rules when You use these marks. You cannot use a name or mark as part of a
corporate name or with modifying words, designs or symbols except for those which Prudential-Real
Estate-licenseswe license to You. You may not use Rrudontial-Real-Estate’s-namothe Service Marks in
connection with the sale of an unauthorized product or service or in a manner not authorized in writing
by Prudential-Real-Estateus.

If You wish to use the name "Prudential” or "Pru" in an Internet web site address, e-mail address or
domain name, You may do so with our consent provided that You agree to transfer the web site address,
e-mail address or domain name to Prudential_Jnsurancg at any time, including upon termination of Your
Franchise Agreement. You will not be compensated or paid by Prudential-Real-Estatous or Rrudential
Insurance as a result of this transfer for any reason. “Prudential” and “Pru” are the only Service Marks
You may use in an Internet web site address, e-mail address or domain name for the Franchised Business.
Your employees and agents may never use any Service Mark in an individual Internet web site address,
e-mail address or domain name.

FhereTo_our knowledge therg are presently no material determinations of the Patent and Trademark
" Office, the Trademark Trial and Appeal Board, the Trademark Administrator of any state or any court,
nor any pending infringement, opposition, or cancellation proceedings, or, other than as may be disclosed
in Item 3 above, is there any pending material litigation involving the principal trademarks and Service
Marks.

Prudential Insurance owns the Service Marks and has licensed them to Prudential-Roal-Estateus for use in
Prudontial-Real-Estate’sour real estate brokerage franchise services only. The Serwico-Mark-License
Agreement-has-a-term-of $ive—5)-years-and-is-renewable—for-suceessive-{ive-year-terms—for-as-tong-as
Prudentlal~Real—Estate—conducts—busmess—m—comphance—wnth—the—terms—of tho—Serwce—M-ark—I:lcense
AgfeomentTademarklzlcen ¢ Aereement shall continue in effect until the carlier of (i) the date

the ter m gﬁ ;l_1§ last- tg-eég g E; nchise ég; ggggt in ;t;g System tgrmlggggg ;gggg_entlx ggyglpgjd_as
Agr nt i il

+

Prudential Insurance may terminate the Servico-MarkTrademark License Agreement if:

1. Prudontial-Real-Estate-fail ls—to—make—the—required-payment—under-the-Serwnice—M-a-r-k—I:'}cense
Agreement;:We tlle, or consent 1o the ﬁhgg against gg of, a petition_for relief
in n an th itors or copsent to the appointment of a

' her official with si
substantial nart of our property; or a_court_havin Ul’lS_dlCtJOH over us or any of our propert

_entcrg a
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r r ief i ect fi involuntary ¢ n n tcy or_insolvency
r appoint i iquidator, assi dian, frustee trat ficial with similar
powers over a substantial part of our property, or orders the winding-up, liguidation or rehabilitation of

our affairs;

2. We and our Franchisees discontinue use of all of the Prudential Real-Estate-violates-the
Service-Mark- L1cense-Agreement—and-does—not—cure-any—such—v1o}at10n—a-£¥er—notlceserweg Marks for a
neriod of si months and do not resume uge of the Marks within thir g of receipt of a notice
of termination from Prudential Insurance;

3- Prudenfial-Real-Estate-is-dissolved—declares-bankruptoy—is-liquidated-or-has-a-receiver
appointeds 3, We fail to_cure a breach of any material proyision of the Trademark

License Agrcement;

4, Prudenttal—Real-Estate—l-s—no-longer—a—wholly—-owned—subs1d1ary s.any change of
control Qf us unless the prior written consent of Prudential Finaneial _Sut&nc_e_h_aibge_nmm ined; or

5. Prudential-Real-Estate-stops-selling-real-estate-bro kerage—f-'ranchises—for—a—period—o f-one
year-and-does-not—resu me-s ueh-sa le-withi n—3-0—days—a f ter-receivity, g—notlce—from—P rudential- F inanciak-to-do

-Pruden-t-ia-l-I-neu-ra-nce—has—t-he—absol-u-te—ri—g-ht—to—approve—a-n-y—use—of -the-Service-Marks-and-any-new-mark-or
name-that-Prudential Real-Estate-intends-to-use-

If a third party makes any claim, by suit or otherwise, against You because of Your use of the Service

Marks in accordance with the terms of the Franchise Agreement, You must promptly notify Prudential
Real-Estatous in writing. Upon receiving this notice, Prudential-Real-Estatewe and/or the owner of the

Service Marks will retain counsel of its own choosing to defend You against any claim of this type, and
will protect You from any loss, costs or expenses resulting from any claim. Prudential-Real-EstateWe or
the owner of the Service Marks also has the sole right to manage and control any such suit or other

proceeding. Prudential-Real-EstateWe or the owner of the Service Marks will have the sole discretion to

determine if the use by a third party in an unrelated line of business of a word or logo that is the same or

similar to the Service Marks is confusing to the public and what action, if any, should be taken. (See

paragraph 7.07 of the Franchise Agreement.) :

Atlf you are a pew franchisee, at Your sole expense, You must replace the signage and materials at Your
existing Locations with signage and materials bearing th¢ Prudential-Real-Estate’s Service Marks, and
complying with Prudential-Real-Estate'sour signage standards, within 90 days of Your Effective Date.

Prudential-Real-EstateWe may require You to substitute or modify any or all of the Service Marks at any
time upon nofice.

Within the United States there are no other agreements currently in effect or infringing uses actually
known to Prudential-Real-Estateus that significantly limit Prudential-Real-Estate'sour right to use or
franchise the use of this trade name in any manner material to the Franchise being offered in the state in
which the Franchised Business is to be located. However, Prudential-RealEstatewe and Prudential
Insurance are restricted by agreement with The Prudential Assurance Company of Great Britain from
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using the Prudential Insurance—trademarks—and—our Service Marks in the United Kingdom, Europe,
countries that are or were part of the British Commonwealth and certain other countries associated with
or protected by the United Kingdom. In-Canada;-Prudential Roal-Estate-may-use-tho-Prudential-Sorsico
Marks;—but—a—roquiromont—may—be—imposod—te—clearly—identify—Prudential —Real—Estate’s

assooiadon]nsurance has imposed a requirement that we and our franchisees clearly indicate_that we_ and

our franchisees are not affiliated with Prudential Finaneial,_lng, or Prudential Insurance.

In order to preserve the validity and integrity of the Service Marks and to ensure that You are properly
using the Service Marks in the operation of the Franchised Business and for other operational reasons,
Prudential-Real-Estatowe and the owner of the Service Marks and their designated agents will have the
right to inspect Your business operations at reasonable times. You must cooperate with Prudontial-Real
Estato'sus and the owner of the Service Marks' representatives in this inspection and render assistance as
may be reasonably requested. -

If You fail to use and promote the Service Marks in conformance with the terms of the Franchise
Agreement-ard, Operations Manual_and Identity Standards, in addition to the other rights and remedies
available to Prudontial-Roal-Estateus for other breaches of the Franchise Agreement, You agree to pay
Prudontial-Roal-Estatous , as liquidated damages, an amount equal to the total Continuing Royalty due
from You for the two Amiversary Years immediately preceding Your failure to comply with the terms of
paragraph 7.08 of the Franchise Agreement,

Your license of the Service Marks is limited to the United States of America. You must obtain
Prudential-Real-Estate’sour consent and authorization before You use the Service Marks in any manner
outside the United States of America.

Detailed information concerning Your authorized use of the Service Marks is in Article VII of the
Franchise Agreement (in particular, see paragraph 7.04 of the Franchise Agreement). This information

includes restrictions on the use of other trademarks, trade names, service marks, insignias or logos.

Item 14: BATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

Except for common law copyrights on all proprietary advertisements, tapes, broadcasts, software,
manuals and printed materials, Prudential- Real-Estate-haswe have no existing patent or copyrights and
no pending patent applications or copyrights that are material to the Franchise. Prudential Reol-Estate
basWe _have not registered any of the common law copyrights and no agreements are currently in effect
that significantly limit Prudential-Real-Estato'sgur rights to use or license the use of the common law

copyrights in a manner material to You.

You must operate the Franchised Business according to the provisions of the Franchise Agreement-asd,
the Operations Manual_and the Identity-Standards, one copy of which You will receive for each Location
after completion of the Affiliate Integration Program—Prudential-RealHEstate, if you are a new franchisee,
We may, at itsour option, in lieu of providing one copy of the Operations Manual_and Identity Standards
per Location, provide an electronic copy accessible by means of electronic communication.

In addition to the Operations Manual_and Identity Standards, You will receive other manuals and
marketing materials such as:
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Hdentity-Standards-Manuak(ineluded-i n—Operatlons-Manual)
Online Supplier Catalogs
Getting the Most from the Brand

If You discover any imauthorized use of manuals or the above-described material, You should contact
Prudential Real-Estate;us and Prudential-Real-Estatowe will take such action as it-considerswe_consider
appropriate.

Item 15: . OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISED BUSINESS

Prudential-Real-Estate-doesWe do not obligate You, whether You are a sole proprietor, corporafion,
limited liability company, partnership or limited partnership, or Your Principals to participate in the
actual operation of the Franchised Business, nor do we make any recommendations concerning whether
You or Your Principals personally supervise the Franchised Business. In accordance with state laws, You
must appoint a supervising Broker or Location Manager(s) to supervise the Franchised Business, subject
to satisfactory completion of a background check by us. The supervising Broker or Location Manager(s)
are not required to hold any equity interest in the Franchised Business. As specified by the Franchise

Agreement, if you are a new franchisee, those individuals must attend the Affiliate Integration Program
within 60 days after Your Effective Date.

Personal Covenants

All Principals must sign the Personal Covenants and must personally guarantee Your obligations under
the Franchise Agreement (see page 41 and 42 of the Franchise Agreement). These covenants are an
agreement (i) to be boimd by certain specified provisions of the Franchise Agreement regarding
confidentiality, transfer of ownership and engaging in compefing acfivities, and (ii) to pay all sums that
may be due to Prudential-Roal-Estateus from You under the Franchise Agreement. In special
circumstances, in its sole discretion, Prudential-Reol-Estatowe may agree to limitations on the personal
guarantee or may waive the personal guarantee entirely. The Personal Covenants are effective regardless
of any renewal, modification or waiver by Prudential-Real-Estateus of any of Your obligations under the
Franchise Agreement.

Item 16: RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

The only activities You may engage in as part of the Franchised Business are those that come within the
definition of "Acting as a Real Estate Broker" under the Franchise Agreement. NO OTHER GOODS OR
SERVICES MAY BE OFFERED BY YOU THROUGH THE FRANCHISED BUSINESS. “Acting as a
Real Estate Broker” means (i) all acts that are required under applicable state law to be performed by a
licensed real estate broker or a licensed real estate salesperson and (ii) without limitation, the business of
listing, offering, selling, exchanging, managing, auctioning, leasing or renting of real estate, representing
sellers, purchasers, lessors or renters of real estate in exchange for a fee, commission or other
compensation, or the providing of marketing or consulting services or other fee generating activities with
respect to such activities.
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The Franchised Business may only act as a real estate broker from authorized business sites (including
Original Locations, Additional Locafions, Subdivision Sales Offices and Satellite Offices). The
Franchised Business may not offer or perform certain ancillary real estate services including, for
example, title insurance or searches, mortgage origination, mortgage banking, loan brokerage, insurance,
escrow services, or appraisals; nor broker business opportunities that do not involve a transfer of a real
estate interest of at least one year. You may conduct these services outside the Franchised Business
without using the Prudential Financial-Service Marks.

The Franchised Business shall not act as a real estate broker for a commercial property with a gross
listing or sales price above $25,000,000 without Prudential-Real—Estato’sour consent. Commercial
property means parcels of real property other than those on which are located, or intended to be located,
residendal structures containing not more than four dwelling units.

You may not, during the term of the Franchise Agreement, or any extension or renewal, act as a real
estate broker in any business other than the Franchised Business. You may not operate, manage, own,
assist, license, sublicense, act on behalf of, represent, or hold an interest, directly or indirectly, in any real
estate brokerage business -other than the Franchised Business without Prudential-Real-Estate'sour prior
written consent, nor divert or attempt to divert business or customers of the Franchised Business to any
competitor or do any other act that injures the goodwill associated with the Service Marks or the System,
nor solicit any person whom Prudential-Real-Estate-employswe employ to leave his or her employment.
If You are a corporation, the above will apply to each of Your officers and to each shareholder owning
ten percent or more of any class of Your stock or any interest, right or option convertible into ten percent
ot more of Your stock. Stock held by a spouse, child or blood relative of a shareholder will be
considered to be held by the same person. Any of Your actions that divert or diminish the revenues of
the Franchised Business will be a material breach of the Franchise Agreement. (See paragraph 9.13 of the
Franchise Agreement.)

If You or Your Principals own an interest in a separate, disdnguishable business entity that performs
mortgage origination services, or engages in other real estate related business, any revenues of these
businesses will not be included in Gross Revenues. You or Your principals or any separate business
entity may not, under any circumstances, advertise availability of mortgage brokerage, appraisal,
financial or insurance services using the Prudential Service Marks or in associadon with the Prudential
Service Marks without Prudential-Real-Estate!sour express, prior written consent, which Prudential-Real
Estatewe may withhold for any reason. You must give Prudential-Real-Estateus notice before engaging
in mortgage origination services or any other real estate related business. Prudenfial-Real-EstateWe may
require You to sign an agreement to operate any such business on an arm’s length basis from the
Franchised Business. '

The exclusions from the Franchised Business in its definition in Article II of the Franchise Agreement
will not apply if Prudential-Roal-Estate-consontswe consent to a particular transacdon in writing. In these
cases, or if You actually use the Prudeptial Service Marks in these cases without Prudontial-Real
Estate'sour consent, -Prudential-Real-Estatowe will include the transaction in the computadon of Your
Gross Revenues and Prudential-Roal-Estatewe will obligate You to pay the Continuing Royalty and the
Markedng Fees. Any unauthorized use of the_Prudential Service Marks is a material breach of the
Franchise Agreement.
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As referred to in paragraph 3.04 of the Franchise Agreement, during the term of the Franchise Agreement
You carmot operate, manage, own, assist or hold an interest, direct or indirect, in any business for the
development or sale of insurance or insurance related products, without PrudentialReal-Estato'sour
express prior written consent.

Item 17: RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise and related agreements. You should
read these provisions in the agreements attached to this Disclosure Document.

Section in Franchise
Provision or Other Agreement Summary

a. Length of the Paragraph 6.01 TeemFor_new franchises, the fenn is typically
franchise term - . between 6-10 years as mutually agreed to by You
and Prudential Real—Estateys. (Prudential—Real
Estate-anticipates-that-mest-franchises-will-be-fer-a
tersp—of--6—years)—Under—extraordinary—business
oiroumstances—Pmdential- Real-Estate-may-agree-to
an-imtial-term-ofup-to-1-5-yeass.

b. Renewal or " Paragraph 6.02 No renewal rights.___You will pot have the
extension . opportunity to further remew or extend vour
. Eranchise Agreement with us. See Item. ],
c. Requirements for Raragraph 6.02 No renewal rights.__ You will not have - the
You 10 renew or : opportunity to firther renew or_extend vour
extend _ Franchise Agreement with us. See Item 1
d. Terminatien by ' Not Applicable
' You' '
e Termination by Not Applicable
Prudential Real
Estateus without
cause
f. Termination by Paragraphs 11.02 and Prudential-Real-Estate We can 'terminate if You
: Prudential Real 11.03 default. ‘
Estateys with cause
g "Cause" defined — Raragraph 11.03 Subject to state law, depending on the violation,
: curable defaults You have 24 hours, 14 days or 30 days io cure.
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Section in Franchise

Provision or Other Agreement

Summary

"Cause” defined —
non-curable
defaults

Paragraph 11.02

Y our obligations on Paragraph 13.01
termination / non-
renewal
Assignment of Paragraph 10.01
contract by
Prudential-Roal
Estateys

Transfer by You — Paragraph 10.02
defined

Prudentiat-Real
Estate'sQur
approval of transfer
by You

Paragraph 10.02

Conditions for Paragraph 10.02
Prudential-Real
Estategur approval

of transfer

Prudential Real
Estote’sQur right of
first refusal to
acquire Your
business

Paragraph 10.03

Prudential-Real
Estate*sQur option
to purchase Your
business

Not Applicable

FREA-FDD 861HH 121411 52

Non-curable defaults: abandonment, insolvency (to
the extent permitted by law), \inaccurate reporting
of Gross Revenues, transfer of Service Marks
without consent; suspension of real estate license,
default twice within 12 months for same or similar
breach, refusal to permit audit of financial records,
failure, for two consecutive Anniversary Years
after First Anniversary Year, to achieve Gross
Revenues sufficient to generate a total Continving
Royalty of $15,000; any activity in violation of
Article VII of the Franchise Agreement that would
not permit a complete cure or remedy of any
damage caused by such violation; violation of trust
account rules and regulations; material violations of
laws applicable to real estate brokerage and related
activities.

Obligations include: complete de-identification and
payment of all amounts due, return of all-Prudential

Real-Estate materials_provided to You by us.

Prudential-Real-EstateWe can assign the Franchise
Agreement to a financially responsible party who
assumes PrudentialResl-Estate’sour obligations.

Includes transfer of contract or assets or ownership
change.

Except for special cases, Prudential-Real-Estate
haswe_have the right to approve all transfers but
cannot unreasonably withhold approval.

New franchisee qualifies, transfer fee paid,
purchase agreement approved, and curmrent
agreement signed by new franchisee.

Prudomtial-Real-EstateW¢ can match any offer for
the Franchised Business, or any interest in the
Franchised Business.



Provision

Section in Franchise
or Other Agreement

Summary

Death or disability
of You

Non-competition
covenants during
the term of the
franchise

Non-competition
covenants after the
franchise is
terminated or
expires

Modification of the
agreement

_ Integration / merger
clause

Dispute resolution
by arbitration or
mediation

Choice of forum

Choice of law

Needs of the
System
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Paragraph
10.02

Paragraph 9.13

Not Applicable

Paragraph 15.02

Paragraph
15.02

Article XII

Paragraph 12.06

Paragraph 15.01

Article I

53

Passes through Your estate, subject to certain
conditions.

You must have no other Real Estate Brokerage
business or activities.

Only in writing signed by all parties; or upon notice
Prudential-Real-Estatowe may reduce the scope of
Your obligations without Your consent. The
Operations Manual and Identity Standards Manual
arc subject to change by us without prior notice,

Only the terms of the franchise agreement are
binding (subject to state law). There are no other
promises or agreements. However, nothing in the
Franchise Agreement requires You to waive or
disclaim representations made by Franchisor, which
are contained in this Disclosure Document.

Except for certain claims, all disputes must be
litigated without a jury in Orange County,
Califomia, except where state law prevails. Either
party may require non-binding mediation.
Mediation will be conducted in Orange County,
California, or, at our option, in the county where
Your principal place of business is located.

Litigation must be in Orange County, Califomia,
except where other state law applies.

Califomia law, except where state law applies.

Prudential-Real-Estate-toWc_will take into account
the needs of the System in making decisions,
including the effect of such decisions upon the
System as a whole, and the need to protect the

Prudential Service Marks.
1



! Rrudential-Real-Estate-hasWe have negotiated termination rights to the Franchise Agreement with certain large franchisees.

Item 18: RUBLIC FIGURES

Prudential-Roal-Estato-doosWe do not use any public figure to promote itsgur franchise.-

Itemm 19: FINANCIAL PERFORMANCE RERPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential
financial performance of its franchised and/or franchisor-owned outlets, if there is a reasonable basis for
the information, and if the information is included in the disclosure document. Financial performance
information that differs from that included in Item 19 may be given only if: (1) a franchisor provides the
actual records of an existing outlet You are considering buying; or (2) a franchisor supplements the
information provided in this Item 19, for example, by providing information about possible performance
at a particular location or under particular circumstances.

The information provided below may be of assistance to You or Your financial advisor in preparing Your
own financial plans; however, the costs and expenses experienced in Your particular business cannot be
determined by simply applying the information presented. Analysis of Your individual situation by
competent personnel is required. For purposes of this Item 19, Prudential Roal-Estate-dofineswe define
references to the performance of “Top Companies” to mean the median percentage for the 10% most
profitable offices participating in the Operations Review.

From the period January I, 2010 to December 31, 2010, Prudential-RealFstatewg conducted 192
Operations Reviews, A variety of data was provided to Prudential-Real-Estatous from Franchisees for the
purpose of comparing the Franchisees’ results with other Franchisees in the Prudential-Real-Estatcour
franchise system. The Operation Reviews were conducted throughout the United States and Canada, and
rely on information furnished by Prudential Real-Estateour Franchisees. Prudential-Real-Estate-deesWe
do not make any independent assessment or verification of the data provided. Based upon these
Operation Reviews, expenditures made by Franchisees in the expense categories listed below, expressed
as a percentage of total Franchisee revenue, are reported as follows: (references to “exceeding” an
average indicate that expenses reported were lower than the average reported).

[ .
% of PREA | Top PREA % of PREA
Expense Category Average PREA | Franchisees [Franchisees % | Franchisees
Franchisee % | Exceeding |- Median of Top| Exceeding
Average 10% Median
Marketing/Advertising 3.76% 63.54% 2.41% 31.25%
Communication 0.89% 63.54% 0.69% 48.96%
Occupancy 71.73% 61.98% 3.93% 11.98%
Operating 7.34% 69.27% 6.14% 54.69%
Admin. Salaries 5.62% 64.06% 3.61% 37.50%
Sales Mgmt. 4.79% 63.54% 3.38% 40.10%
Sales Promo. 0.57% 63.02% . 0.40% 57.29%

Written substantiation for the financial performance representation used in preparing this statement will
be made available to the prospective Franchisees upon'reasonable request.
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We do not intend these figures to be used as a forecast of Your actual expenses. Your own results may
differ from those presented here. Your actual expenses will be influenced by local economic conditions
in Your market. Accordingly, this analysis is provided purely as reference material for Your use with the
other information provided in this Disclosure Document and other information You obtain about the
Prudontial-Real-Estate franchise opportunity through Your own investigation. We urge You to consult
with Your financial, tax and legal advisors about the information presented here.

Except for the information presented in this financial performance representation, we do not furnish or
authorize our salespersons to fumish any oral or written information concerning the actual or potential

sales, costs, income or profits of a- PrudentialHReal-Estate-franchise.

Item 20: OUTLETS AND FRANCHISEE INFORMATION )

‘Tables 1 through 5 include residential outlet statistics for the United States, Canada and Mexico.

TABLE NO. 1

SYSTEMWIDE OUTLET SUMMARY
FOR YEARS 2008 TO 2010

Qutlets at the Outlets at the
Outlet Type Year Start of the End of the Fiscal | Net Change
Fiscal Year Year
Franchised 2008 623 589 -34
2009 . 589 545 -44
. 12010 545 513 |, -32
Company-Owned 2008 0 0" 0
2009 0 0 0
. -1 2010 : 0 0 0
Total Outlets 12008 623 589 -34
2009 : 589 545 -44
2010 545 513 -32
TABLE NO. 2

TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW OWNERS
(Other than the Franchisor)
FOR YEARS 2008 TO 2010

Number of
State " Year Transfers
Alabama ) 2008 0
2009 0
E 2010 0
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Alaska

2008

2009

2010

Alberta

[

2008

2009

2010

Anizona

2008

2009

2010

Arkansas

2008

2009

2010

ol B =0 =] ==y ) R} Rl B ) el B ) )

State

Year

Number of
Transfers

British Columbia

2008

2009

2010

California

2008

2009

2010

Colorado

2008

2009

2010

Connecticut

2008

2009

2010

Delaware

2008

2009

2010

Florida

2008

2009

2010

Georgia

2008

2009

2010

Hawaii

2008

2009

2010

Idaho

2008

2009

2010

Cloeleelolo)e|e|e|lelo~| ool o|lo|lole —~| ol —~lole|l o

BREA-FDD 661711+]121411

56




Ilinois

2008

2009

2010

Indiana

2008

2009

2010

lIowa:

2008

2009

2010

Kansas

2008

2009

2010

c|lol~|loc|loljo|lo|lc|lo|l o] —~| o

State

Year

Nu:_nber of
Transfers

Kentucky

2008

2009

2010

Louisiana

2008

2009

2010

Maine

2008

2009

2010

Manitoba

2008

2009

2010

Maryland

2008

2009

2010

Massachusetts

2008

2009

2010

Mexico

2008

2009

2010

Michigan

2008

2009

2010

Minnesota

2008

Sl e|lo|elo~|lo|lo|lo|loclo|lo|lo|lo|lo|lo|lol|lollolo| o~ o
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2009

2010

Mississippi

2008

2009

2010

Missouri

2008

2009

2010

Montana

2008

2009

2010

Nebraska

2008

2009

2010

oo c|lojlo| @ = = O] —] —] o e

State

Year

Number of
Transfers

Nevada

2008

2009

2010

New Brunswick

2008

2009

2010

Newfoundland &
Labrador

2008

2009

2010

New Hampshire

2008

2009

2010

New Jersey

2008

2009

2010

New Mexico

2008

2009

2010

New York

2008

2009

2010

North Carolina

2008

2009

2010

cle|lelw ol —|lolelol = —lolo|lole|lo|lolelo|lo]lolo|l o]l o
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North Dakota

2008

2009

2010

Nova Scotia

2008

2009

2010

Ohio

2008

2009

2010

Oklahoma

2008

2009

2010

Ontario

2008

2009

2010

Q| ol oo oo N oo o|lolo]lolwmlo

State

Year

Number of
Transfers

Oregon

2008

2009

2010

Pennsylvania

2008

2009

2010

Prince Edward
Island

2008

2009

2010

Rhode Island

2008

. 2009

2010

South Carolina

2008

2009

2010

South Dakota

2008

2009

2010

Tennessee

2008

2009

2010

Texas

2008

2009

S| Qlo|—| oo — o —| oo o o o o o o o ol oo
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2010

Utah

2008

2009

2010

Vermont

2008

2009

2010

Virginia

2008

2009

2010

Washington

2008

2009

2010

West Virginia

2008

2009

2010

ol =]~ =] o | o ol o] o o ©| =

State

Year

Number of
Transfers

Wisconsin

2008

2009

2010

Wyoming

2008

2009

2010

TOTAL

2008

~N|olo|lo|l ol oo

2009

2010

13
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TABLE NO. 3

‘STATUS OF FRANCHISED OUTLETS?
FOR YEARS 2008 TO 2010

State

Year

Qutlets at
Start of
Year

Outlets
Opened

Terminations

Non-Renewals

Reacquired by
Franchisor

Ceased
Operations —
Other Reasons

Qutlets at
End ofi the
Year

Alabama

2008

11

—_—

2009

(=

2010

Alaska

2008

2009

2010

Alberta

2008

2009

2010

Arizona

2008

2009

2010

Arkansas

2008

2009

2010

British Coelumbia

2008

2009

2010

thjivnn(Wwlainicnlalalujunib|]|——]w

Califomia

2008

=2
N

=i | W | A |ld]len | ]|wnnfn|o]lo]—=alo]lo

2009

61

2010

Colorado

2008

2009

2010

Connecticut

2008

2009

2010

Delaware

2008

2009

2010

Flonda

2008

2009

2010

AL =2 =3 [=1 k=3 =] = k=R =2 I Sl L A I A =2 = =2 = = =3 =1 = =1 =2 =1 = = = A = = = =

R A= = = = = =2 =2 I=2 R A I N =2 = =1 = A =1 =1 = =1 = = = =1 = = = =

i i=2 E=3 E=3i=1 I=3 =2 E=2 K= =1 I=3 I =2 I N I = =3 =2 =1 = e =1 = =1 =1 = = = = = N =

=1 I=3{=3 =3 k-] I=3 =] =1 =3 k=2 1= F=2=21-1 I=3 =3 =] [ =1 E-R =3 =3 1= =2 1= I=-A - A I=A =1 =1 =1 =1 =1 =

=3 E=1 =3 =1 [=3 k=] k=] =3 =R E=2 i=1 -2 =2 =2 E=2 =1 E=31=1 =1 =3 =3 I=1 k=1 I=2 =1 =1 =3 =1 = =1 =1 f=11=)

? The information set forth in Table 3 of ttem 20 for years 2008 has been revised from prior versions of our
Franchise Disclosure Document to comrect errors resulting from a system data conversion performed in December

2006.
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State

Year

Qutlets
at Start
of Year

Outlets
Opened

Terminations

Non-
Renewals

Reacquired
by
Franchisor

Ceased

Operations

- Other
Reasons

Qutlets
at End
of the
Year

Georgia

2008

18

17

2009

17

14

2010

14

12

Hawaii

2008

7

2009

2010

Idaho

2008

2009

2010

o B b [~ =2

Minois

2008

b2
S

2009

2010

Indiana

2008

2009

2010

lowa

2008

2009

2010

Kansas

2008

2009

2010

Kentucky

2008

2009

2010

Louisiana

2008

2009

2010

Maine

2008

2009

2010

Manitoba

2008

2009

2010

Maryland

2008

2009

!
t
1

2010

Massachusetts

2008

Lo Ll 10
Bl ——|—|—|— =Wk ||d]||n]|~d2 o | oo oo ]2

2009

b
[

2010

\'=]

Mexico

2008

—_—

2009

[}

2010

b2

Qo= |wlo|o|—|olo|e|laje|e|eo|eio|c|o|e|o|o|o|e|o|lo|lo|ol=|claim|ic|lo|o]loln|o|lalo|lala]la
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Qloe(e|o|lo|lc(cjoic|o|e|o|o|o|lo|lo|lole|c|olo|c|ola|e|olo|lo|ole|o|lo|ola|lalolola|alela

QoL Io|Ic|o|cloIc|o|e|e|e|oloio|o|olo|o|olo|lo|olo|c|olo|lec|ola|loalolo|lalalalo|lalale

v | e [ 2
B2 (O D[R ||| m e e = = = o (o [ [ i | [ s on [ o |~ | on | e
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Ceased
Outlets Operations — Outlets
at Start Outlets Non- Reacquired Other :;‘f;‘::f
State Year of Year Opened Terminations Renewals by Franchisor Reasons

Michigan 2008 13 0 0 0 0 0 13
2009 13 1 1 1 0 0 12
2010 12 0 0 0 0 0 12
Minnesota 2008 9 0 0 1 0 0 8
2009 8 2 2 0 0 0 8
2010 8 1 1 0 0 0 8
Mississippi 2008 6 0 0 0 0 0 6
' 2009 6 I ] 0 0 0 6
2010 6 0 0 0 0 0 6
Missouri 2008 18 0 2 1 0 0 15
2009 15 0 1 0 0 0 14
2010 14 0 2 0 0 1 11
Montana 2008 4 1 0 0 0 0 5
2009 5 0 0 0 0 0 5
2010 5 0 0 0 0 0 5
Nebraska 2008 1 0 0 0 0 0 1
2009 1 0 0 0 0 0 1
2010 1 0 0 0 0 0 |
Nevada 2008 2 0 0 1 0 0 1
2009 1 1 0 0 0 0 2
2010 2 0 0 0 0 0 2
New Brunswick 2008 2 0 0 0 0 0 2
2009 2 0 0 0 0 0 2
2010 2 0 0 0 0 0 2
Newfoundland 2008 1 0 0 0 0 0 1
& Labrador 2009 ] 0 -0 0 0 0 1
2010 1 0 0 0 0 0 1
New Hampshire 2008 6 0 l 1 0 0 4
2009 4 0 1 0 0 0 3
2010 3 0 0 0 0 0 3
New Jersey 2008 28 0 2 0 0 0 26
2009 26 0 2 0 0 0 24
2010 24 0 3 1 0 0 20
New Mexico 2008 10 0 0 0 0 0 10
2009 10 0 2 0 0 0 8
2010 8 0 0 0 0 0 8
New York 2008 25 0 1 2 0 0 22
2009 22 3 1 1 0 0 23
2010 23 2 1 1 0 0 23
North Carolina 2008 25 0 2 0 0 0 23
2009 23 2 3 0 0 0 22
2010 22 0 0 1 0 0 21
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North Dakota

2008 2 0 0 0 0 0 2
2009 2 1 0 0 0 0 3
2010 3 0 0 0 0 0 3
Ceased Outlets
Outlets at Reacquired Operations at End
Start of Outlets Non- by — Other of the
State Year Year Opened Terminations Renewals Franchisor Reasons Year
Nova Scotia 2008 5 0 0 0 0 0 5
2009 5 0 0 0 0 0 5
2010 5 0 0 0 0 0 5
Ohio 2008 20 0 0 1 0 0 19
2009 19 1 1 0 0 0 19
2010 19 1 0 1 0 0 19
Oklahoma 2008 4 1 0 0 0 0 5
2009 5 0 1 0 0 0 4
2010 4 0 0 0 0 0 4
Ontario 2008 27 0 1 1 0 0 25
2009 25 1 1 0 0 0 25
2010 25 0 1 2 0 0 22
Oregon 2008 10 0 1 1 0 0 g
2009 8 0 1 0 0 0 7
2010 7 0 0 0 0 0 7
Pennsylvania 2008 30 1 3 1 0 0 27
2009 27 0 1 0 0 0 26
2010 26 0 1 1 0 1 23
Prince Edward 2007 1 0 0 0 0 0 1
Island 2008 1 0 0 0 0 0 1
2009 1 0 1 0 0 0 0
Rhode Island 2008 4 0 1 0 0 0 3
2009 3 0 0 0 0 0 3
' 2010 3 0 0 1 0 0 2
Saskatchewan 2007 1 0 0 0 0 0 1
2008 1 0 0 0 0 0 1
2009 1 0 0 0 0 0 1
South Carolina 2008 14 0 0 1 0 0 13
2009 13 0 2 0 0 0 11
2010 11 1 1 0 0 0 11
South Dakota 2008 1 0 0 0 0 0 1
2009 1 0 0 0 0 0 1
2010 1 0 0 0 0 0 1
Tennessee 2008 9 0 0 0 0 0 9
2009 9 0 1 0 0 0 8
2010 8 0 0 0 0 0 8
Texas 2008 28 2 1 0 0 0 29
2009 29 0 6 0 0 0 23
2010 23 1 1 ¢ 0 0 1 22
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Utah 2008 5 0 1 0 0 0 4
2009 4 0 0 0 0 0 4
2010 4 0 0 0 0 0 4
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Ceased Qutlets
Qutlets at Reacquired Operations— | at End
Start of Outlets o Non- by Franchisor Other of the
State Year Year Opened Terminations Renewals Reasons Year
Vermont 2008 4 0 0 0 0 0 4
2009 4 0 0 0 0 0 4
. 2010 4 0 0 0 0 0 4
Virginia 2008 9 1 1 0 0 0 9
2009 9 0 -1 1 0 0 7
2010 7 0 1 0 0 0 6
Washington 2008 13 0 1 0 0 0 12
2009 12 4 2 0 0 0 14
2010 14 0 0 1 0 0 13
West Virginia 2008 5 0 0 0 0 0 5
2009 5 0 1 0 0 0 4
2010 4 0 1 0 0 0 3
Wisconsin 2008 13 0 0 1 0 0 12
2009 12 0 3 0 0 0 9
2010 9 0 0 0 0 0 9
Wyoming 2008 3 0 0 0 0 0 3
2009 3 0 1 0 .0 0 2
2010 2 0 0 0 0 0 2
Taotal 2008 622 11 28 17 0 0 588
2009 588 25 59 9 0 0 545
2010 545 19 29 19 0 3 513
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TABLE NO. 4

STATUS OF COMPANY-OWNED OUTLETS
FOR YEARS 2008 TO 2010

Qutlets at Outlets Outlets at
Start of the | Outlets [Qutlets Reacquired Sold to End of the
State Year Year Opened | from Franchisees |Qutlets Closed| Franchisees Year

Alabama 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
Alaska 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
Alberta 2008 0 0 0 0 0 .0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
Arizona 2008 0 0 0 0 0 0
2009 0 0 0 .0 0 0
) 2010 0 0 0 0 0 0
Arkansas 2008 0 0 0 0 0 0
2009 o - 0 0 0 0 0
2010 0 0 0 0 0 0
British Columbia 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
California 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
] 2010 0 0 0 0 0 0
Colorado © 2008 o 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
Connecticut 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
Delaware 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0
Florida 2008 0 0 0 0 0 0
2009 0 0 0 0 0 0
2010 0 0 0 0 0 0




State

Year

Outlets at
Start of
the Year

Qutlets
Opened

Qutlets
Reacquired
from
Franchisces

QOutlets
Closed

Outlets
Sold to
Franchisees

QOutlets at
End of the
Year

Georgia

2008

2009

2010

Hawaii

2008

2009

2010

Idaho

2008

2009

2010

llinois

2008

2009

2010

Indiana

2008

2009

2010

Towa

2008

2009

2010

Kansas

2008

2009

2010

-

Kentucky

2008

2009

2010

Louisiana

2008

2009

2010

Maine

2008

2009

2010

Manitoba

2008

2009

2010

Maryland

2008

2009

2010

Massachusetts

2008

2009

2010

Mexico

2008

2009

2010
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State

Year

Qutlets at
Start of the
Year

QOutlets
Opened

Outlets
Reacquired
from
Franchisees

Qutlets
Closed

Qutlets
Sold to
Franchisees

Qutlets at
End of the
Year

Michigan

2008

2009

2010

Minnesota

2008

2009

2010

Mississippi

2008

2009

2010

Missouri

2008

2009

2010

Montana

2008

2009

2010

Nebraska

2008

2009

2010

Nevada

2008

2009

2010

New Brunswick

2008

2009

2010

Newfoundland
& Labrador

2008

2009

2010

New Hampshire

2008

© 2009

2010

New Jersey

2008

2009

2010

New Mexico

2008

2009

2010

New York

2008

2009

2010

North Carolina

2008

2009

2010

North Dakota

2008

2009

2010
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State

Year

Qutlets at
Start of
the Year

Qutlets
Opened

Qutlets
Reacquired
from
Franchisees

Qutlets
Closed

Qutlets
Sold to
Franchisees

Qutlets at
End of the

Year

Nova Scotia

2008

=

2009

2010

Ohio

2008

2009

2010

QOklahema

2008

2009

2010

Ontaric

2008

2009

2010

Oregen

2008

2009

2010

Pennsylvania

2008

2009

20i{0

Prince Edward
Island

2008

2009

2010

Rhede Island

2008

2009

2010

Saskatchewan

2008

2009

2010

Scuth Carolina

2008

2009

2010

Scuth Dakota

2008

2009

2010

Tennessee

2008

2009

2010

Texas

2008

2009

2010

Utah

2008

2009

2010
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State

Year

Outlets at
Start of
the Year

Qutlets
Opened

QOutlets
Reacquired
from
Franchisees

Qutlets
Closed

Outlets
Sold to
Franchisees

Qutlets at
End of the
Year

Vermont

2008

2009

2010

Virginia

2008

2009

2010

Washington

2008

2009

2010

West Virginia

2008

2009

2010

Wisconsin

2008

2009

2010

Wyoming

2008

2009

2010

Tetal

2008

2009

2010
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PROJECTED OPENINGS
AS OF DECEMBER 31, 2010

TABLE NO. 5

State

Franchise Agreements
Signed But Outlet Not

Opened

Year

Projected New Franchised
Outlets in the Next Fiscal

Projected New Company-
Owned Outlets in the
Next Fiscal Year

Alabama

Alaska

Alberta

Arizona

Arkansas

British Columbia

Califomia

Colorado

Connecticut

Delaware

Florida

Georgia

Hawaii

Idaho

Illinois

Indiana

lowa

Kansas

Kentucky

Louisiana

Maine

Manitoba

Maryland

Massachusetts

Mexico

Michigan

Minnesota

Mississippi

Missouri

=R A=RE=1 k=0 E=RE=0 k=) =) =] =] =R F= Rl Rl =R R PR PR Il P F = F = N PR I =R R =2 =2 =2 =]

1
1
0
2
1
1
5
2
0
|
5
2
1
1
2
2
|
|
1
1
1
0
2
3
2
2
1
1
2
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Franchise Agreements Projected New Projected New Company-
Signed But Outlet Not | Franchised Outlets in the Owned Outlets in the

State Opened Next Fiscal Year Next Fiscal Year

Montana
Nebraska
Nevada
New Brunswick
Newfoundland &
Labrador
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Nova Scotia
Ohio
Oklahoma
Ontario
Oregon
Pemsylvania
Prince Edward Island
Rhode Island
Saskatchewan
South Carolina
South Dakota
Tennessee
Texas
Utah .
Vermmont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Total

1
1
1
0
0

o|lo|lo|o|o
o|lo|oc|lo|o
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Exhibit C of this Disclosure Document lists the names of all of Prudential Real Estate’s operating residential
real estate brokerage franchisees and the addresses and telephone numbers of their outlets as of December
31, 2010. Exhibit D of this Disclosure Document lists the name, last known address, and business telephone
number of every franchisee who has had an outlet terminated, canceled, not renewed, or otherwise
voluntarily or involuntarily ceased to do business under the residential real estate brokerage Franchise
Agreement during fiscal year 2010, or who has not communicated with Prudential Real Estate within ten
(10) weeks of the issuance date of this Disclosure Document. If You buy this franchise, Your contact
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information may be disclosed to other buyers while you are in the franchise system and after You leave the
franchise system.

During the last three fiscal years, we have not signed any confidentiality clauses with current or former
franchisees that would restrict them from speaking openly with You about their experience with Prudontial
Real-Estateus. Franchisor does not have any trademark-specific franchisee organizations associated with its
franchise system.

Item 21: FINANCIAL STATEMENTS

Exhibit B contains Prudontial-Reul-Estate*sour unaudited financial statements for the fivening-month period
ended May-3;September 30, 2011, and our audited financial statements as of and for the years ended
December 31, 2010 and 2009 and as of and for the years ended December 31, 2008 and 2007,

Item 22: CONTRACTS

Exhibit A, attached, is a copy of the Real Estate Brokerage Franchise Agreement proposed for use in this
state. Exhibit C to the Franchise Agreement is the PrudontialBRER Referral Services, Inc. Broker to Broker
Referral Terms and Conditions, proposed for use in this state. You and Prudential- Real-Estatewe are not
required to sign any lease, option or purchase agreements.
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RRUBDENTIAL-REAL-ESTATEBRER AFFILIATES; INC.

PRUDENTIAL REAL ESTATE BROKERAGE FRANCHISE AGREEMENT

Exhibit A



TABLE OF CONTENTS

I NATURE AND SCOPE OF AGREEMENT

I DEFINITIONS

Abandoned

Acting as a Real Estate Brokcr
Additional Location
Additicnal Location Fee
Additional Office.

Additional Satellite Oﬁlce
Administrative Office
Affiliate Integration Process
Anniversary Year.

Approved Broker Managcment Systcm
Assumed Name . ;
Commercial Property
Consumer Price Index
Contact Person

Continuing Royalty

Control .

Depository Checkmg Account
Designated Equity Holder
Equity Holder

Equity Interest

First Anniversary Year
Franchised Business

General Manager .

Gross Revenues

Initial Franchise Fee

Location

Location Manager

Marketing Fee

Materials

Network .

Operations Manual.

Original Locaticns
Residential Property Mariagement Act1v1t1es
Responsible Agent or Broker
Sales Professional Orientation
Sales Convention .

Satellite Office

Satellite Office Fee

Service Marks

Subdivision Sales Office
System .

Threshold

Transfer
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TABLE OF CONTENTS

III THE FRANCHISED BUSINESS

3.01 Grant of Franchise

3.02 No Exclusive Territory

3.03 Reserved Rights

3.04 Insurance Business .
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# Prudential

PRUDENTIAL REAL ESTATE
BROKERAGE FRANCHISE AGREEMENT

This Franchise Agreement ("Agreement”) is made and entered into as of , 20 and effective
(the "Effective Date"), by and between BRER._Affiliates Inc. (fonnerly_known as Prudential Real
Estate Affiliates, Inc.), a Delaware corporation ("Franchisor"), and ., a(n)
(Corporation, Limited Liability Company, Partnership, Individual) proposing to do business in the State of
as Prudential ("Franchisee").
THE PARTIES AGREE:
I.

NATURE AND SCOPE OF AGREEMENT

Franchisor has developed and intends to continue to engage in the ongoing-development-and operation of a "System”
(as defined in Article IT hereof) under certain "Service Marks"” (as defined in Article II hereof) operated in accordance with
the provisions of this Agreement and Franchisor's "Operations Manual” (as defined in Article II hereof), as amended from
time to time.

Franchisor is a wholly owned operating subsidiary of Prudential Real Estate and Relocation Services, Inc. and-is-a
Prudential-Financial—Inc—company—The Prudential Insurance Company of America ("Prudential Insurance") and its
affiliated entities are the owners of the Service Marks and all rights in respect thereof Pursuant to a License Agreement
between Franchisor and Prudential Insurance, Franchisor has been authorized to use, and to license others to use, the Service
Marks.

Franchisor is engaged in the administration and development of programs for the operation of real estate brokerage
businesses utilizing the Service Marks, operational techniques, service concepts and proprietary information owned or
authorized to be used by and identified with Franchisor-andfor-Prudential-Insuraice. Franchisor's activities in general, and its
real estate brokerage programs in particular, are undertaken to develop, maintain and enhance the Service Marks and
Franchisor's reputation for total service in all figlds of real estate brokerage and related services throughout the United States.

Franchisee desires to be franchised and licensed by the Franchisor to participate in and use the System, Service Marks
and goodwill of Franchisor to conduct the "Franchised Business" (as defined in Article I hereof) in the manner described in
this Agreement. Franchisor is willing to grant to the Franchisee said Franchise and license, in accordance with the provisions
of this Agreement and the Operations Manual, for the term set forth below.

Franchisee acknowledges that in the administration of this Agreement and in taking actions with respect to its
relationship with Franchisee, Franchisor must take into account the needs of the Network (as defined in Article IT), the effect
upon the Network as a whole, and the need to protect the Service Marks for the benefit of the Network.

Il
DEFINITIONS

The following terms shall have the following meanings when they appear capitalized in this Agreement.
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Abandoned. With respect to any "Location", the term “"Abandoned" shall mean closure of a Location for a period of seven
consecutive days without Franchisor's prior written consent. A repeated pattern of closures of a Location for periods of less
than seven consecutive days may result in the Location being deemed Abandoned if in the judgment of Franchisor such
closure adversely impacts the Franchised Business. A Location shall not be deemed Abandoned if the closure is due to acts
of God or other matters beyond the control of Franchisee (other than Franchisee's inability to procure money), provided that
Franchisee gives notice of any such closure to Franchisor within 10 days after the initial occurrence of the event resulting in
such closure and Franchisor acknowledges in writing that such closure is due to one of the foregoing causes and provided
further that Franchisee shall re-establish the Franchised Business and be fully operational in such Location or another
Location approved by Franchisor within 120 days afier the initial occurrence of the event resulting in such closure or such
longer period as Franchisor may permit.

Acting as a Real Estate Broker. The term "Acting as a Real Estate Broker" shall mean all acts that are required under
applicable state law to be performed by a licensed real estate broker or a licensed real estate salesperson, and shall also mean,
without limitation, the business of listing, offering, selling, exchanging, managing, auctioning, leasing or renting of real
estate; representing sellers, purchasers, lessors or renters of real estate in exchange for a fee, commission, or other
compensation; or the providing of marketing or consulting services or other fee generating activities with respect to such
activities.

Additional Location., The term "Additional Location" shall mean any Location opened pursuant to the terms of this
Agreement subsequent to the Effective Date. ‘ ‘

Additional Location Fee. The term "Additional Location Fee" is defined in subparagraph 5.01(b) hereof

Additional Office. The term "Additional Office” shall mean a Subdivision Sales Office or Satellite Office opened pursuant
to the terms of this Agreement subsequent to the Effective Date.

Additional Satellite Office. The term "Additional Satellite Office" shall mean any Satellite Office opened pursuant to the
terms of this Agreement subsequent to the Effective Date.

Administrative Office. The term "Administrative Office” shall mean an office used by the Franchised Business for purely
administrative purposes. Use of the Service Marks and the conduct of any other activities at an Administrative Office shall
only occur with Franchisor's prior written consent, in its sole discretion.

Affiliate Integration Process. The term “Affiliate Integration Process™ shall mean training in the System provided by
Franchisor, as described in paragraph 8.01 hereof

Anniversary Year. The term "Anniversary Year" shall mean the 12-month period between the first anniversary of the
Effective Date and second anniversary thereof and between each succeeding anniversary.

Approved Broker Management System. The term "Approved Broker Management System" is defined in subparagraph
9.02(a) hereof

Assumed Name. The term "Assumed Name" shall mean the name (or, with Franchisor's consent, names) under which the
Franchisee shall conduct the Franchised Business and shall be a combination of (a) those Service Marks set forth in the
Operations Manual to be used in the Assumed Name and (b) a name (or, with Franchisor's consent, names) selected by
Franchisee and approved by Franchisor.

Commercial Property. The term "Commercial Property" shall mean all real property other than real property on which is
located, or intended to be located, residential structures containing four dwelling units or less.

Consumer Price Index. The term "Consumer Price Index" shall mean the annual average of the Consumer Price Index for
All Urban Consumers, Service Group Only (1982-84 = 100), published by the Bureau of Labor Statistics of the United States
iDepartment of Labor (or the highest similar future index if these figures become unavailable).
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Contact Person. The term “Contact Person” shall mean the officer(s), employee(s), member(s), manager(s), principal(s) or
other agent(s) of Franchisee designated by Franchisee as the person(s) responsible for those functions set forth in Paragraph
9.08 hereof . :

Continuing Rovalty. The term "Continuing Royalty” shall mean the continuing royalty described in subparagraph 5.02(a)
hereof.

Control. The term "Control” shall mean the possession, direct or indirect, of the power to direct or cause the direction of the
management and policies of a person or entity, whether through the ownership of voting securities, by contract or otherwise.

Depository Checking Account. The term "Depository Checking Account” shall mean any and all accounts opened and
maintained by Franchisee as required pursuant to paragraph 9.04 hereof, and as further defined in the Operations Manual, at
a bank or other financial institution that is a participating member of the Automated Clearinghouse ("ACH”) network or such
other network or system as may be directed by Franchisor.

Designated Equity Holder. The term "Designated Equity Holder” is defined in subparagraph 10.02(b) hereof

Equity Holder. The term "Equity Holder" is defined in subparagraph 10.02(h) hereof
Equity Interest.  The term "equity interest” is defined in subparagraph 10.02(h} hereof (and is not capitalized herein.)

First Anniversary Year. The term “First Anniversary Year” shall mean the 12-month period following the Effective Date.
The term “First Anniversary Year” shall not apply to any renewals of the franchise relationship pursuant to Article VI.

Franchised Business. The term "Franchised Business” shall mean Acting as a Real Estate Broker from Locations,
Subdivision Sales Offices and Satellite Offices utilizing the Service Marks, except as provided hereinafter or in the
Operations Manual. The Franchised Business shall not include:

(a)  Acting as a Real Estate Broker with respect to a transaction involving Commercial Property having a gross
listing or sales price that exceeds $25,000,000, which may only be done with Franchisor's prior written consent. In its sole
discretion, Franchisor reserves the right to increase the foregoing $25,000,000 limit or consent to individual transactions in
excess thereof utilizing the Service Marks, and if Franchisor consents thereto, the transaction will be deemed to be within the
scope of the Franchised Business (with respect to permitted commercial transactions, Franchisor sets forth in its Operations
Manual criteria for Commercial Property leases, exchanges and similar transactions and may impose additional conditions on
Acting as a Real Estate Broker with respect to Commercial Property);

(b)  engaging in any business related to the development or sale of insurance or insurance related products;

(c)  brokerage of certain business opportunities as set forth in the Operations Manual; or

(d) morigage brokerage and mortgage origination.
General Manager. The term "General Manager” shall mean the officer, employee, member, manager, principal or other
agent of Franchisee who has been designated by Franchisee as the person responsible for the day-to-day operation of the

Franchised Business and who has successfully completed the “Affiliate Integration Program”~(if required pursuant to
paragraph 8.01 hereof).

Gross Revenues. The term "Gross Revenues” shall mean all money or things of value received or receivable ("receivable™
shall mean earmed though not yet received) directly or indirectly by Franchisee constituting payment for or on account of the
Franchised Business, including but not limited to, commissions, refertal fees or other things of value, without deducting
Franchisee’s costs or expenses, mulfiple listing fees, commissions, salaries, overtides or bonuses payable to its salespersons
or employees. Notwithstanding the foregoing, Gross Revenues shall not include money or things of value received or
receivable solely for Residential Property Management Activities.

Initial Franchise Fee. The term "Initial Franchise Fee” is defined in subparagraph 5.01(a) hereof
3
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Location. The term "Location" shall mean business premises from which Franchisee conducts the Franchised Business
under the Service Marks. Locations shall include Additional Locations, but shall not include Subdivision Sales Offices,
Satellite Offices or Administrative Offices.

Location Manager. The term “Location Manager” shall mean the officer, employee, member, manager, principal or other
agent of Franchisee designated by Franchisee as the person responsible for the day-to-day operation of a Location and who
has successfully completed the Affiliate Integration Program (if required pursuant to paragraph 8.01 hereof).

Marketing Fee. The term "Marketing Fee" shall mean the fee or fees described in subparagraph 5.03(a) hereof

Materials. The term "Materials" shall mean all forms, contracts, agreements, signs, displays, stationery and other items
permitted or required by Franchisor to be used in the operation of the Franchised Business. .

Network. The term "Network" shall mean the businesses of Franchisor and its franchisees, and Franchisor's curtent and
prospective relationships with its franchisees, its affiliates and the real estate community.

Operations Mapual. The term "Operations Manual” shall mean the manual or manuals (including the Identity Standards
Maaualportion thercof and other manuals regardless of title) containing policies and procedures to be adhered to by
Franchisee in performing under this Agreement, which Operations Manual shall include all amendments and supplements
thereto provided to Franchisee from time to time.

Original Locations. The term "Original Locations" shall mean the Locations that are listed in Exhibit "B" hereto. (Exhibit
"B" may also list Satellite Offices, Subdivision Sales Offices and Administrative Offices.)

Residential Property Management Activities. The term "Residential Property Management Activities” shall mean the
business of managing real estate on which is located, or intended to be located, residential structures containing four dwelling
units or less in exchange for a fee or other compensation. Residential Property Management Activities shall not include any
services related to leasing or renting real estate for a period of more than 60 days, or selling real estate of any kind.

Responsible Agent or Broker. The term "Responsible Agent or Broker" shall mean the person designated by Franchisee as
its authorized representative for purposes of coordinating the relations between Franchisor and Franchisee.

Sales Professional Orientation. The term “Sales Professional Orientation” shall mean the introduction of Franchisee’s sales
professionals to Franchisor’s System and the Network.

Sales Convention. Thﬂerm "Sales Convention” shall mean the conference described in paragraph 8.04 hereof

Satellite Office. The term "Satellite Office” shall mean business premises from which Franchisee conducts the Franchised
Business under the Service Marks, in the nature of a temporary or small office, information kiosk, mall location, key-drop
location or other type of auxiliary site, which Franchisee may open only in the sole discretion of Franchisor (as provided in
paragraph 4.03). A Satellite Office differs from a Location in that (i) at Franchisor's option the Satellite Office (a) may be
opened for a limited period of time, which may be extended at Franchisor's sole discretion; or (b) may, absent notice to the
contrary from either party, be automatically renewed for additional one (1) year terms, provided that no change in the nature
of the Satellite Office shall have occurred, and (ii) shall be located in a site that Franchisor determines is not appropriate for a
Location. An Initial Franchise Fee or Additional Location fee shall be payable for a Satellite Office (as provided in
paragraph 5.01). A Satellite Office’s Gross Revenues (if any) shall be reported with and attributable to a Location specified
by Franchisor (as provided in Article V). Additional operational restrictions relating specifically to Satellite Offices may be
set forth in the Operations Manual,

Satellite Office Fee. The term "Satellite Office Fee" is defined in subparagraph 5.01(c) hereof

Service Marks. The term "Service Marks" shall mean those proprietary marks registered with the United States Patent and
Trademark Office and certain states, as well as all common law trademarks and service marks, trade names, logo types,
insignias, designs and other commercial symbols that Franchisor now or hereafter is authorized to use and does use or
authorizes others to use to identify the Franchised Business.
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Subdivision Sales Office. The term "Subdivision Sales Office" shall mean a temporary tract sales office within or
immediately adjacent to a new hemes subdivision or development operated for the sole purpose of selling property in said
subdivision or development.

System. The term "System” shall mean a comprehensive marketing and operational system prescribed by Franchisor to be
used in the conduct of the Franchised Business, as set forth in this Agreement and the Operations Manual, as amended from
time to time. The System shall include, ameng other things, the Service Marks and certain advertising, marketing and sales
programs and techniques, training programs and materials, artwork, graphics, layouts, slogans, names, titles, text and other
intellectual property that Franchisor makes available to Franchisee. The System also includes an opportunity to participate
on specified terms and conditions in a broker-to-broker referral system (currently Prudential Refertal Services, Inc.), which
includes other participating franchisees and, in certain circumstances, may include brokers who are not franchised by
Franchisor. Franchisor, in its sole discretion, may improve and/or change the System from time to time (including but not
limited te adding to, deleting or modifying elements of the System, establishing categories or classifications of franchisees
and amending the Operations Manual) for the intended purpose of making the System more effective, efficient, economical
or competitive; adapting to or taking advantage of competitive conditions, opportunities, technology, materials, or local
marketing needs and cenditions; enhancing the reputation or public acceptance of the System and/or the Network; and/or
better serving the public,

Threshold. The term "Threshold” is defined in subparagraph 5.02(b) hereof

Transfer. The term "Transfer" shall mean to sell, assign, transfer, convey, pledge, mortgage, encumber, abandon, eliminate
or give away, voluntarily or involuntarily, by operation of law or otherwise. '

II1.
THE FRANCHISED BUSINESS )
3.01 Grantof Franchise

Franchisor hereby grants to Franchisee, and Franchisee hereby accepts, a non-exclusive license and franchise
("Franchise”) to participate in and use the System by conducting the Franchised Business at the Locations, Subdivision Sales
Offices and other offices described in Exhibit "B", or in any amendments hereto, and such Additional Locations and
Additional Offices as may be approved in strict accordance with this Agreement and the Operations Manual, from the time of
commencement of the Franchised Business until the end of the term hereof The Franchise applies only to Franchisee's
Locations, Subdivision Sales Offices, Satellite Offices and Administrative Offices duly approved by Franchisor in
accordance with this Agreement and no other places of business, offices, or types of business. Franchisee acknowledges that
Franchisor has granted and may in the future operate and/or grant other licenses and franchises for real estate brokerage
businesses and acknowledges that there is no assurance of any kind that any Additional Locations or Additional Offices will
be available or approved. Franchisee shall retain the right to conduct businesses and perform services other than the
Franchised Business without payment of Continuing Royalty or Marketing Fees measured by revenues derived therefrom, but
subject to the restrictions on Acting as a Real Estate Broker in any other real estate brokerage business inder paragraph 9.13
hereof, and subject to all other applicable provisions of this Agreement and the Operations Manual; PROVIDED,
HOWEVER, FRANCHISEE SHALL NOT USE THE SERVICE MARKS (AS DEFINED HEREIN), OPERATIONAL
TECHNIQUES, SERVICE CONCEPTS OR PROPRIETARY - INFORMATION IN CONNECTION WITH SUCH
BUSINESSES OR SERVICES WITHOUT THE EXPRESS PRIOR WRITTEN PERMISSION OF THE PRESIDENT OR
OTHER EXECUTIVE OFFICER OF FRANCHISOR, WHICH PERMISSION, IF GRANTED, SHALL BRING SUCH
BUSINESSES OR SERVICES WITHIN THE SCOPE OF THE FRANCHISED BUSINESS. '

3.02 No Exclusive Territory

NOTHING CONTAINED HEREIN SHALL BE DEEMED, EXPRESSLY OR BY IMPLICATION, TO GRANT
FRANCHISEE ANY TYPE OF EXCLUSIVE OR PROTECTED TERRITORY. FRANCHISOR MAY OWN, OPERATE,
FRANCHISE OR LICENSE OR IN ANY OTHER MANNER AUTHORIZE THE LOCATION AND OPERATION OF
OTHER REAL ESTATE BROKERAGE BUSINESSES AT ANY LOCATION WHATSOEVER, AND NOTHING

5
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CONTAINED HEREIN SHALL BE DEEMED, EXPRESSLY OR BY IMPLICATION, TO LIMIT, CONTROL, OR
PREVENT SUCH RIGHT. Franchisee acknowledges that in the exercise of the rights expressly reserved-to Franchisor
under this Franchise Agreement, it is likely that Franchisor will open, or authorize others to open, additional real estate
brokerage oftice locations with respect to which Franchisee has no right or interest; that such market development is an
integral part of the marketing concept underlying Franchisor's business and the development of the Network.

3.03 Reserved Rights

This Franchise Agreement authorizes the operation of specific real estate brokerage oftice locations utilizing the
System within the framework of rights and obligations established by the terms of this Franchise Agreement including, in
particular, the provisions of this Franchise Agreement detining and limiting the rights granted to Franchisee and the rights
retained by and/or reserved to Franchisor. Nothing contained herein shall accord Franchisee any right, title or interest in or to
" the Service Marks, the System, operational techniques, service concepts, proprietary information or goodwill of Franchisor,
except to the extent that the right to use such proprietary rights has been specifically granted hereunder.

Franchisee acknowledges and agrees that Franchisor—Prudential-Insurance; and any present or fiiture affiliates—ef
either; are now, or may in the fiiture be, engaged in a wide variety of business activities, some of which may now or in the
future be located near a Location or Additional Locafion or within the same marketing areas serviced by the Franchised
Business. Without limitation such activities may include the acquisition, sale, tinancing and/or operation of improved or
unimproved real property, and offering consumers ‘and/or businesses, products and services in connecfion with such
transactions. Franchisor reserves the right to engage in any activities for the purpose of attracting customers and business
directly to Franchisors—Prudontial-Insuranco; and any present or titure affiliates—of-either, and Franchisee tirther
acknowledges that such activities may be competitive with Franchisee’s real estate brokerage oftices, by reason of location,
marketing areas, potenfial customers or other factors.

NOTHING CONTAINED HEREIN SHALL BE DEEMED, EXPRESSLY OR BY IMPLICATION, TO RESTRICT
IN ANY WAY THE RIGHT OF FRANCHISOR—PRUDENTIAL-INSURANCE; OR ANY OF THEIR AFFILIATED
ENTITIES, NOW OR IN THE FUTURE, TO ENGAGE IN ANY BUSINESS ACTIVITIES WHATSOEVER, WITHOUT
LIMITATION AS TO LOCATION; TO EXERCISE ALL RIGHTS AND REMEDIES TO PROTECT OR ENFORCE
THEIR RESPECTIVE INTERESTS IN THE SERVICE MARKS; AND TO USE SUCH MARKS AND OTHER
PROPRIETARY RIGHTS IN ITS OTHER BUSINESS ACTIVITIES WITHOUT LIMITATION. Franchisee acknowledges
that there are numerous economic, demographic, competitive and other market factors that may change the character and
extent of customer demand for the services of real estate brokerage oftices authorized hereunder. The economic effects of all
the foregoing are understood by Franchisee to be elements of the business risk accepted by Franchisee in the operation of real
estate brokerage oftices under this Franchise Agreement. Franchisor shall not be liable to Franchisee for any damages or
. loss of sales or profits (if any) based.on actual or anficipated adverse consequences to Franchisee that may result from
Franchisor’s continuing activities in the development of the System or other exercise of Franchisor’s reserved rights.

Franchisee acknowledges that commercial and residential activities represent separate markets, business opportunities
and activities. Franchisor operates a separate franchise network for commercial real estate brokerage. Franchisor will
evaluate commercial and residential acfivities separately in the operation of the System, placement of oftices, and granting of
franchises. This may result in Franchisor granting separate residential and commercial franchises within a specitic
geographic market area.

3.04 Insurance Business

FRANCHISEE SHALL NOT DURING THE TERM HEREOF, OPERATE, MANAGE, OWN, ASSIST OR HOLD
AN INTEREST, DIRECT OR INDIRECT (AS AN EMPLOYEE, OFFICER, DIRECTOR, SHAREHOLDER, MEMBER,
MANAGER, PARTNER, JOINT VENTURER OR OTHERWISE), IN ANY BUSINESS RELATED TO THE
DEVELOPMENT OR SALE OF INSURANCE OR INSURANCE RELATED PRODUCTS, WITHOUT THE EXPRESS
PRIOR WRITTEN CONSENT OF FRANCHISOR. FURTHER, NEITHER FRANCHISEE NOR ANY OF ITS
DIRECTORS, OFFICERS, EMPLOYEES, MEMBERS, MANAGERS, SHAREHOLDERS OR PRINCIPALS SHALL
REFER INSURANCE BUSINESS TO ANY ENTITY WITHOUT THE EXPRESS PRIOR WRITTEN CONSENT OF
FRANCHISOR. SUCH CONSENTS SHALL BE CONDITIONED ON THE CONTINUING COMPLIANCE BY THE
FRANCHISEE, ITS DIRECTORS, OFFICERS, EMPLOYEES, MEMBERS, MANAGERS, SHAREHOLDERS AND
PRINCIPALS, AND THE PARTY TO WHOM INSURANCE REFERRALS ARE MADE, WITH THE FRANCHISOR'S
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INSURANCE SALES PRACTICE GUIDELINES AS THEY EXIST NOW OR HEREAETER MAY BE AMENDED.
THIS PARAGRARH 3.04 SHALL ARRLY TO EACH EQUITY HOLDER DIRECTLY OR INDIRECTLY OWNING TEN
PERCENT OR MORE OF THE EQUITY INTEREST IN FRANCHISEE,

3.05 Area and Scope of Operation

Eranchisee shall enly eperate its Franchised Business from its Locations, Subdivisien Sales Offices, Satellite Offices
and Administrafive Offices in each ease subjeet to approval by Franchisor. Franchisee shall (a) diligently and effectively
promote, market and engage in the Franchised Business, (b) develop, to the best of its ability, the potential for the Franchised
Business frem each of Franchisee’s Locations, Subdivision Sales Offices and Satellite Offices and (¢) devete and focus its
attentions and efferts to sueh prometion and development; provided that Franchisee shall rot seek te promote and develop
the Franchised Business outside the geegraphie areas serviced by its Lecations, Subdivision Sales Offices and Satellite
Offiees as determined by Franchisor from time to fime in its sele judgment. Franchisor reserves the right te designate one of
more effective service areas (“ESAs”) te define the geographic area served by Franchisee using such eriteria as determined
by Eranchisor from time to time. ESAs may be assigned to more than ene franchisee of Eranchisor at the same time and do
net give Eranchisee any exclusivity rights or protected tertitory rghts,

Franchisee shall only make refertals from the geographie areas servieed by Franchisee’s Locations, Subdivision Sales
Offices and Satellite Offices as determined by Franchisor from time to time in its sole judgment and shall aet seek to develop
referrals eriginating euiside such areas for properties located outside such areas. Franehiser may, at its sele diseretion, grant
waivers with respeet to this provision. Any waiver of rights hereunder shall be evidenced only by a writing sigred by an
authorized officer of Franchisor.

306—Prudential-Related BusinessServices

Eranchisee-aclmowlodgesthatitsoperatiens—under—this-Agreement-and-the-operafions-of-the-Systemgenerally;-are
idenfitied-with-Franchisor-and-with-Prudential- Insurance-and-that FranchisorPrudential Insurance-and/orits-present-or-fisture
affiliated-business-entities—are-and-rmay-inthe-future-be-engaged-in-offering-products-and-services-that-may-be-ofinteresi-to
eustomers-of-the Eranchised-Businoss-(theroinaflor "Related-Servicest)—Franchisor-and-Franehisee-believe-that-it-is-desirable
to-facilitate-the-association-of tho-Franchised-Business-with-prosent-or-future-affliates-o L Franchisor-ond Prudential-Insuronoe
if—aR-appropriste—manner—to—increase—consumor—awaronoss—of—the—{ullrange—of-products—and-services—available—through
Franchisor-ond-its—present—orfuture—affiliates—and—thereby-benefit-tho-Network-—and—the-System—FEranchisee-agroos—that
Franchiseeshall-place-no-restricfions-or-prohibitions-on-Franchisor-Prudenfial-Insuranee-and/orits present-or-future-affiliated
business-entities-with-regard-to-offering-Related-Services-to-customers-and-prospeets-of- Franehisee~—Eurthemiore Franchisee
agrees—to-assistin-these-offorts—in-thefollowing-ways—Frenehiseeshall:—(1)-display-and-make-available-explanatory-and
. promofionghactivitiesrelating—to-Related Serviees-fumishod-to-Franchisee-to-eustomers-and-prospective—customers-at-each
LecationSubdivision-Sales-Oftiee-and-SateHite-Office{(2)-cooperate-inaffording-opportunities—as—reasonably-directed by
the Franchisor-for-Franchisor-and-its-affiliates-to-provide-infon nafion-and-markefing-assistance-concerning Related-Services
to-Franchiseeitsemployees-and-its-agents-and/or-sales-professionals: (3 ) collect-and-provideto Franchisor-customertists;
information-and-simiar-data-to-facilitate-tho-marketing-of Related-Servicesras-directed-by Eranchisor-from-time-to-time-inthe
Qperations Manual-in-ifs-sele-diserotion:-and-(4)-arrange—at-Franchisors-reguest-lo-offor-Related Servicesto-Franchisees
custorers—or-prospective-customers-on-a~-pon-exclusive basis-as—set-forth-in-the-Operafions Manual— With respeet-to-such
activitios—Franchisoo-aeknowledpesthat-Franchisee—shall—at-all-times—comply—with-the-roguirermonts—of-tho-Roal-Eetate
Setticment-Precedures-Act-of 1974 -and-the-rules-and regulations-issued-pursuant-thoroto—

Eranehisee-acknowledges-that-nothing-in-this-Agrooment-obligates Franchisor;-Prudential-lnsuranceor-ony-prosont-er
fature-affilisted-business-entifies—to-efferRelated-Services—to-or-threugh-Franchiseeand Franohisee-aolnowlodges-that-no
representation-concerning-tho-offering-of such-serviees-or-any-firancial-benefits-to-be-detived-therefrom-by-Franchiseehas
been-made—~In-particularEranchisoo-acterowledgesthat-Franchisor~Prudential Insurance-and/or a-present-orfuture-affiliated
business—eﬂ%ﬁy—may—be—imce-lved—in—real—est-a&hrela%ed—busiﬂess—aeﬁviﬁesting—wﬁhepHimi&aﬁeﬂ—aeﬁﬁﬁes—re}aﬁng-te
basinesmfeﬁals%deemien—eﬁeerpemt&perse&nel—meﬂgage-eﬂgiﬂam -mertgage-brokerage;-title insurance—appraisal-and
eserow-services-and-acknowlodgesthat entry-into-this-Apreement-does-notin-apy-way—ereate- any—nght-er—e*peetaﬂea—that
Eranchisee-will-obtain-any-benefits-by-virtue-of-such-business-aetivity:
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1v.
LOCATION OF BUSINESS

4.01 The Original Locations

Subject to paragraphs 4.02 and 4.03 hereof, the Franchised Business shall only be operated from the Original
Locations, Subdivision Sales Oftices, Satellite Oftices and Administrative Oftices listed in Exhibit "B”, and any amendments
hereto (including the address and telephone number for each Original Location, Subdivision Sales Oftice and Satellite
Office) and any Additional Locations and Additional Offices.

4,02  Permission to Close or Relocate

If Franchisee desires to close or relocate one or more but not all of its Locations, or if Franchisee desires to relocate a
Subdivision Sales Oftice, Satellite Oftice, or Administrative Office, it must tirst request and obtain Franchisor's written
consent. The following procedures set forth the means for Franchisee to apply for Franchisor's consent:

(a)  Not less than 30 days prior to the desired date of closing or relocation (unless prior notice is impractical
because of a required closing or relocation in which event notice shall be made as soon as possible), Franchisee must make a
written request for consent to close or relocate, describing the reasons for the closing or relocation and providing details
respecting any proposed new location as shall be specitied in the Operations Manual.

(b)  Within 21 days after receiving Franchisee’s request, Franchisor shall either approve or disapprove in writing
such closure or relocation in its sole discretion. If Franchisor does not approve the request within 21 days, the request shall
be deemed not approved. In the event of disapproval of a relocation, Franchisee may request an altemative proposed new
location pursuant to the provisions of this paragraph 4.02.

If Franchisor consents to the closing of a Location and, in connection therewith, Franchisee is thereafter permitted to
open an Additional Location, then Franchisor shall waive the Additional Location Fee otherwise required under paragraph
5.01 hereof, provided that the Franchise Fee or Additional Location Fee for the clased Location had not been waived and had
been paid in tilll by Franchisee,

4.03 Additional Locations and Additional Satellite Offices

If Franchisor, in its sole discretion, determines that there is an appropriate opportunity for Franchisce to open
Additional Locations or Additional Satellite Oftices at a place or places adjacent to or reasonably proximate to the Locations,
Subdivision Sales Oftices and Satellite Offices then being operated by Franchisee, Franchisor may, but is not obligated to,
grant to Franchisee the right to open one or more Additional Locations or Additional Satellite Oftices, provided Franchisee
shall not then, or at any time thereafter prior to the opening of such Additional Locations or Additional Satellite Offices, be
in defauh of any of its obligations arising pursuant to this Agreement.

If Franchisee desires to open an Additional Location or Additional Satellite Office, it shall tirst submit to Franchisor a
written request for approval of each proposed Additional Location or Additional Satellite Oftice, containing such information
as shall be specitied in the Operations Manual. Within 30 days after receiving such request, Franchisor shall approve or
disapprove such Additional Location or Additional Satellite Office. If Franchisor does not approve the request within 30
days, the Additional Lacation or Additional Satellite Oftice shall be deemed not approved. If Franchisor approves, upon
Franchisee’s payment of the required fee (if any) specitied in subparagraph 5.01(b) below, said Additional Location or
Additional Satellite Oftice shall be effective as of the date approved by Franchisor for Franchisec to commence the
Franchised Business at such Additional Location or Additional Satellite Office.

If Franchisee wishes to ascertain current information as to whether there may be an appropriate opportunity for a
particular Additional Location or Additional Satellite Office, Franchisee shall submit an inquiry to Franchisor in writing.
The response to such inquiry shall set forth Franchisor's views as of the date of the response, but is subject to change and
shall not be construed as granting approval of an Additional Location or Additional Satellite Oftice or as authorizing any
action by the inquiring Franchisee.
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Franchisee acknowledges that Franchisor and Franchisee have not had any discussion regarding possible Additional
Locations or Additicnal Qftices or opportunities to open Additional Locations or Additional Oftices except as set forth in
writing in the Statement of Prospective Franchisee signed by Franchisee in connection with this Agreement.

V.
PAYMENTS BY FRANCHISEE
5.01 Franchise Fees

(a)  Concurrentiy upon Franchisee's execution of this Agreement, Franchisee shall pay to Franchisor an "Initial
Franchise Fee" for its tirst Location of Twenty-Five Thousand Dollars ($25,000).

(b)  For its tirst Additional Location, Franchisee shall pay to Franchisor an "Additional Location Fee" equal to
Twelve Thousand Five Hundred Dollars ($12,500). For each subsequent Additional Location, Franchisece shall pay an
Additional Location Fee equal to Seven Thousand Five Hundred Dollars ($7,500).

(c)  For each Satellite Office, Franchisce shall pay an initial “Satellite Oftice Fee” equal to One Thousand Dollars
($1,000). If Franchisee continues to operate such Satellite' Office after one year of opening, Franchisee shall pay to
Franchisor an annual “Satellite Office Fec” of One Thousand Dollars ($1,000).

(d) For purposes of payment of the Imt1al Franchise Fee and the Additional Location Fee described in the
preceding subparagraphs 5.01(a), (b), and (c), Subdivision Sales Offices, Satellite Offices and Administrative Offices shall
not be deemed Original Locations or Additional Locations. However, for purposes of reporting to Franchisor Continuing
Royalty and Marketing Fees payable on transactions conducted from such Subdivision Sales Oftices and Satellite Oftices,
Gross Revenues attributable to such transactions shall be reported to Franchisor utilizing an Approved Broker Management
System as Franchisor may direct.

5.02 Continuing Rovalty

(2)  In addition to the Initial Franchise Fee and any other fees payable pursuant to paragraph 5.01, commencing on
the Effective Date of this Agreement, Franchisee shall pay to Franchisor a Continuing Royalty equal to percentages of certain
Gross Revenues derived from the Franchised Business during Franchisee's First and succeeding Anniversary Years, as set
forth in the following schedule:

SCHEDULE
Greater Than To Continuing Royalty

S 0 S 1,650,000 - 6.00%
1,650,000.00 3,000,000 5.50%
3,000,000.00 5,000,000 4.50%
5,000,000.00 7,500,000 4.00%
7,500,000.00 10,000,000 3.75%
10,000,000.00 15,000,000 3.50%
15,000,000.00 * 20,000,000 3.00%
20,000,000.00 25,000,000 2.75%
25,000,000.00 50,000,000 2.50%
50,000,000.00 100,000,000 2.25%
100,000,000.00 and greater 2.00%

{
(b)  The Continuing Royalty payable during the First and succeeding Anniversary Years shall be adjusted when
certain thresholds ("Thresholds") are met. The Continuing Royalty percentages will apply only to the Gross Revenues
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between the two Thresholds set forth next to each percentage in the above Schedule. By way of example only, if
Franchisee’s Gross Revenues during an Anniversary Year were $2,000,000 according to the Schedule, Franchisee would pay
6.00% on the tirst $1,650,000 of Gross Revenues (or $99,000), and 5.50% on the remaining $500,000 of Gross Revenues (or
§27,500), for a total Continuing Royalty of $126,500 for such Anniversary Year.

(c)  For purposes hereof, Gross Revenues shall be deemed to commence at $0 on the Effective Date and on the tirst
day of each Anniversary Year thereafter.

(d) Inits sole discretion, Franchisor shall have the right to reduce a Threshold and upon not less than 30 days' prior
written notice, to restore the Threshold to an amount that shall not exceed the maximum Thresholds specntled in the schedule
above, as adjusted annually by the Consumer Price Index.

(e)  As further provided pursuant to paragraph 9.02 hereof, beginning on the Effective Date and continuing until the
date of expiration or termination of this Agreement, Franchisee shall report to Franchisor's designated computer system (on a
periodic basis as set forth in the Operations Manual) the Gross Revenues earned by Franchisee (i) upon consummation of the
sale (notwithstanding that funds have not been exchanged) or close of escrow on all transactions entered into by Franchisee
on or after the Effective Date ("entered into” shall be deemed to mean the taking by Franchisee of any action in respect of the
transaction that consequently vests in it a right to receive payment) or (ii) upon the conclusion of other services rendered by
Franchisee resulting in the generation of Gross Revenues. The Continuing Royalty on such Gross Revenues shall be payable
" on the business day following the day on which such Gross Revenues are required.to be reported pursuant to the Operations
Manual. Upon expiration or termination of this Agreement, the Continuing Royalty shall remain payable as to all
transactions entered into or contracts made prior to the date of such expiration or termination, and Franchisee shall continue
to maintain the Depository Checking Account described in paragraph 9.04 until such time as all outstanding sums due
Franchisor have been collected from the Depository Checking Account by Franchisor. Franchisee shall deposit the
Continuing Royalty into the Depository Checking Account immediately when payable under this subparagraph or the
following subparagraph hereof Franchisee's Continuing Royalty shall be paid to Franchisor regardless of the type of
consideration received by Franchisee. In circumstances involving non-cash Gross Revenues, the method and timing of
payment of Continuing Royalty may be varied in Franchisor's sole discretion and said non-cash Gross Revenues will be
valued at its then fair market value (in the case of a promissory note, its then fair market value shall be equal to the stated
face value of the note). Franchisor shall have the right, in its sole discretion, to reduce the Continuing Royalty rate,

()  Notwithstanding the preceding subparagraph, at Franchisee's option, said Continuing Royalty shall not be
immediately payable on Gross Revenues not yet received by Franchisee, if payment of all or a portion of the commission
earned is deferted pursuant to a written agreement; in which case the Continuing Royalty shall be payable upon the actual
receipt directly or indirectly of said commission, or portion thereof, by the Franchisee. For purposes of calculating
Continuing Royalty Thresholds (subparagraphs 5.02(a) and (b) hereof), deferred commissions shall be included in Gross
Revenues only upon receipt.

(g) No Continuing Royalty shall be'payable with respect to commissions or refertal fees arising from transactions
subject to a binding written agreement prior to the date hereof Continuing Royalty shall be payable upon any termination or
expiration of this Agreement with respect to commissions or refertal fees receivable in connection with any binding written
agreement then in effect. For purposes of this subparagraph, a listing agreement shall not be deemed to be a “binding written
agreement”.

(h)  For each Anniversary Year following the First Anniversary Year, Franchisee’s minimum Continuing Royalty
will be equal to Fifteen Thousand Dollars ($15,000). If Franchisee fails to pay the minimum Continuing Royalty in any
Anniversary Year, Franchisor shall, following the end of such Anniversary Year, notify Franchisee of the amount by which
Franchisee has failed to meet the minimum Continuing Royalty. Franchisee shall pay to Franchisor such amount within 30
days after receipt by Franchisee of such notice.

5.03 Marketing Fee

(a)  Franchisce shall pay to Franchisor a monthly Marketing Fee equal an amount calculated based on Gross
Revenues, as set forth in the following table, but not less than $500 per month.
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Gross Revenues Gross Revenues Marketing

From To' Fee
$0 $1,000,000 1.00%
$1,000,000 $5,000,000 0.75%
$5,000,000 $10,000,000 0.50%
$10,000,000 $100,000,000 0.25%
$£100,000,000 and greater 0.15%

(b)  The Marketing Fee is payable in artears on the tirst day of each month and shall be collected by Franchisor
from the Depository Checking Account on the tifth business day of the month following the month in which the Gross
Revenues upon which the Marketing Fee is based were earned. The Marketing Fee will be calculated as a percentage of the
Gross Revenues derived from the Franchised Business during the month for which the Marketing Fees are due. The
percentage to be used in the calculation of the monthly Marketing Fee is determined by the cumulative amount of Gross
Revenues reported by Franchisee to Franchisor from the most recent anniversary of the Effective Date through the last day of
the month for which the Marketing Fee is due. The percentage used will be adjusted when the Thresholds set forth in the
table in subparagraph 5.03(a) are reached. By way of example only, if in the current Anniversary Year, Franchisee’s to-date
Gross Revenues are $1,050,000, and Franchisee reported $100,000 in Gross Revenues for the applicable month, then the
Marketing Fee for that month would be calculated as the sum of 1.00% of the tirst $50,000 of Gross Revenues (or $500) plus
0.75% of the next $50,000 of Gross Revenues for the month (or $375), for a total Marketing Fee of $875 for that month.
Marketing Fees are the property of Franchisor and may be deposited by Franchisor into its general operating account.

{c)  On a national basis, Franchisor may impose an additional assessment upon all of its franchisees for special
designated advertising, marketing, or promotional activities (so long as such assessment is not in substance merely an
increase in the general Marketing Fee referted to in subparagraph 5.03(a) hereof), if franchisees owning two-thirds of all of
its franchised Locations agree to such additional assessment by affirmative vote.

(d) 1In its sole discretion, Franchisor shall have the right to reduce the Marketing Fee set forth in subparagraph
5.03(a) above and, upon not less than 30 days' prior written notice, to restore said Marketing Fee to an amount that shall not
exceed the Marketing Fee specitied in subparagraph 5.03(a) above, as adjusted in accordance with the Consumer Price
Index.

(e) Franchisor, in its sole discretion, shall expend, for the purposes of national, regional or local advertising,
cooperative advertising, marketing, market research, public relations, promotional campaigns and other programs designed to
promote and enhance the value of the System, the Service Marks and general public recognition and acceptance thereof, an
amount equal to (i) the aggregate Marketing Fees collected from all of its franchisees less (ii) actual administrative expenses
with respect to all advertising, market research, public relations and promotional campaigns, which aggregate administrative
expenses shall not exceed 15% of the annual aggregate Marketing Fees received or receivable by Franchisor, and
Franchisor's actual advertising production costs. Marketing Fees may be used for, and Franchisor’s reimbursable
administrative expenses may include, expenses incurtcd for training, customer service support, and software development
and distribution. Franchisor and its affiliates are entitled to reimbursement for expenses incurred or advanced to administer
and manage such advertising, marketing, market research, public relations and promotional campaigns, including, but not
limited to, the reasonable costs of accounting, collection, and legal services, as well as other products or services which
historically have been provided by unaftiliated third parties,.and the cost for employees administering, managing and
providing services related to such activities. Franchisor is under no obligation to use all Marketing Fee contributions in the
year they are received, and any unspent Marketing Fee contributions may be accumulated for use in future years.

(f)  No interest on unexpended Marketing Fees shall be imputed for the benetit of, or payable to, Franchisee and no
interest on Franchisor expenditures in excess of Marketing Fees collected shall be imputed for the benetit of, or payable to,
Franchisor.

(g) Franchisor shall determine the cost, form of media, content, format, production, timing (including regional or

local concentration and seasonal exposure), location and all other matters relating to advertising, public relations and
promotional campaigns. Franchisor is under no obligation to use or allocate Marketing Fees on a proportional basis.
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Franchisee acknowledges that expenditures of Marketing Fees are intended to benetit the entire Network, and may not
benetit Franchisee directly.

(h) On or before March 31 of each year, Franchisor shall deliver to Franchisee a statement of receipts and
expenditures of the apgregate Marketing Fees relating to the preceding calendar year, certitied to be cortect by an ofticer of

Franchisor,

(i)  Franchisor shall have no liability for any act or omission with respect to the collection or use of Marketing Fees
that is consistent with this Agreement ot is otherwise performed by Franchisor in good faith.

504 Late Charge

All delinquent payments of any sums due Franchisor shall bear interest from the date due until paid at the rate of
12.5% per annum or the highest rate permitted by law, whichever is lower.

5.05 No Accord or Satisfaction

If Franchisee pays, or Franchisor otherwise receives, a lesser amount than the full amount provided for under this
Agreement for any payment due hereunder, such payment or receipt shall be applied against the eariiest amount due
Franchisor. Franchisor may accept any check or payment in any amount without prejudice to Franchisor's right to recover the
balance of the amount due or to pursue any other right or remedy. No endorsement or statement on any check or payment or
in any letter accompanying any check or payment or elsewhere shall constitute or be construed as an accord or satisfaction.

5.06 Referral Fees
Franchisee shall pay all referral fees due to be paid arising from the provisions of subparagraph 9.01(f} hereof

5.07 Taxes Upon Payments to Franchisor

Should any sales and/or service tax be imposed upon payments made by Franchisee to Franchisor hereunder,
Franchisee agrees to pay such amounts to Franchisor,

VI.
TERM
601 Initial Term
The initial term of this Agreement shall be ___# years from the Effective Date hereof, unless sooner terminated

pursuant to the provisions of this Agreement.

6.02 No Renewal Rights

Franchisee shall have no renewal rights under this Agreement. The tender or acceptance of payments from Franchisee
by Franchisor after expiration or termination of this Agreement shall neither prejudice Franchisor’s rights to enforce the
expiration or termination of Franchisee’s obligations upon expiration or termination, nor create any additional rights in
Franchisee’s favor under this agreement. Following expiration or termination, any continued use of the Service Marks by
Franchisee, the Franchised Business, or any of its sales associates will constitute willful and knowing infringement, dilution
of Franchisor’s trademark rights and unfair competition.

6.03 Notice of Expiration Required by Law

If applicable law requires that Franchisor give a longer period of notice to Franchisee than herein provided prior to
the expiration of the initial term or any additional term, Franchisor will give such additional required notice. If Franchisor
does not give such required additional notice, this Agreement shall remain in effect on a month-to-month basis only until
Franchisee has received such required additional notice.
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VIL
SERVICE MARKS
7.01 License .

Franchisor hereby grants to Franchisee the non-exclusive right during the term hereof to use and display the Service
Marks in accordance with the provisions contained herein and in the Operations Manual, solely in connection with the
operation of the Franchised Business. This license is for use of the Service Marks within the United States of America only.
Franchisor’s consent and authorization must be obtained prior to Franchisee’s use of the Service Marks in any form
whatsoever outside the United States. Franchisee acknowledges that Franchisor prescribes minimuni standards respecting the
nature and quality of the goods and services provided by Franchisee in connection with which the Service Marks are used.
Franchisee agrees to be responsible for and supervise all of its employees and agents in order to ensure the proper use of the
Service Marks in compliance with this Agreement. Franchisee shall use the Service Marks solely in connection with the
Franchised Business and shall not use or display the Service Marks in connection with the operation of any business, the
performance of any other service or the conduct of any real estate or other activity outside the scope of the Franchised
Business. The foregoing prohibition shall include, but not be limited to, the use or display of the Service Marks in
connection with the brokerage or property management of Commercial Property not included within the detinition of the
Franchised Business and the rendering of mortgage brokerage, appraisal, tinancial or insurance services.” Franchisee agrees
that all of Franchisee's use of the Service Marks under this Agreement inures to the benetit of Franchisor. Nothing herein
shall give Franchisee any right, title or interest in or to any of the Service Marks, except a mere privilege and license during
the term hereof to display and use the same strictly according to the limitations provided in this Agreement and the
Operations Manual. Franchisee agrees that all artwork, graphics, layouts, slogans, names, titles, text or similar materials
incorporating, or being used in connection with, die Service Marks that may be created by Franchisee, its employees, agents
and subcontractors and any other party with whom it may contract to have such materials produced pursuant to this
Agreement shall become the sole property of Franchisor, including copyright and tiademark rights, and Franchisee agrees on
behalf of itself, its directors, officers, partners, employees, shareholders, managers, members, principals, agents,
subcontractors and any other party with whom it may contract to have such materials produced, to promptly execute any and
all appropriate documents in this regard. Franchisee agrees to join with Franchisor in any application to enter Franchisee as a
registered or permitted user, or the like, of the Service Marks with any appropriate governmental agency or entity. Upon
termination of this Agreement for any reason whatsoever, Franchisor may immediately apply to cancel Franchisee's status as
a registered or permitted user and Franchisee shall consent in writing to the cancellation and shall join in any cancellation
petition. The expense of any of the foregoing recording activities shall be borne by Franchisor.

7.02 Use of Service Marks in Electronic Commerce

All use of the Serfvice Marks used in electronic commerce, which includes all forms of electronic or computer
communication except traditional television and radio, will be in accordance with the terms of the Operations Manual.
Franchisor may require that various types of electronic marketing or advertising utilize a specitic template or format.
Franchisee must provide Franchisor with copies of all proposed applications for registration of any name or address using the
Service Marks in or for electronic commerce, including Internet or web site addresses, e-mail addresses and domain names.
Franchisee must obtain Franchisor’s written approval prior to tiling any such application. Such approval shall be in
* Franchisor’s sole discretion. Franchisee agrees to transfer any such Internet or web site addresses, e-mail addresses or
domain names using the Service Marks to Franchisor_or Prudential Insurance upon Franchisor’s written request at any time
including without limitation, upon termination or expiration of this Agreement for any reason. No compensation shall be
payable by Franchisor to Franchisee for or as a resuh of such transfer for any reason. Promptly upon request (including
following expiration or termination of the Agreement for any reason) Franchisee shall execute and deliver to Franchisor any
and all documents, instruments and writings required by Franchisor to affect such transfer. The only Service Marks that may
be used by Franchisee in Internet or web site addresses, e-mail addresses and domain names for the Franchised Business are
"Prudential” and "Pru", which must only be used in accordance with the terms of the Operations Manual. These two Service
Marks may only be used in Internet or web site addresses, e-mail addresses and domain names for the Franchised Business
itself The Service Marks may not be used by any employees or agents of Franchisee in individual Internet or web site
addresses, ¢-mail addresses and domain names at any time. Franchisee agrees to be responsible for and supervise the
creation’ of any Internet or web site addresses, e-mail addresses and domain names by any of its employees and agents in
order to ensure compliance with this prohibition.
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7.03  Acts in Derogation of the Service Marks

(a)  Franchisce agrees that as between Franchisor and Franchisee, the Service Marks are the exclusive property of
Franchisor. Franchisee now asserts no claim and will hereafter assert no claim to any goodwill, reputation or ownership
thereof by virtue of Franchisee's franchised or licensed use thereof or otherwise. It is expressly understood and agreed that
ownership and title of the Service Marks and Franchisor's manuals, bulletins, instruction sheets, forms, methods of operation
and goodwill are and, as between Franchisor and Franchisee, shall remain vested solely in Franchisor, and the use thereof is
only co-extensive with the term of this Agreement. Franchisee acknowledges that the material and information now and
hereafter provided and/or revealed to Franchisee pursuant to this Agreement (including in particular, but without limitation,
the contents of the Operations Manual) are contidential trade secrets of Franchisor and are revealed in confidence, and
Franchisee expressly agrees to keep and respect the contidences so reposed, both during the term of this Agreement and
thereafter. Franchisor and the owner of the Service Marks, respectively, expressly reserve all rights with respect to the
Service Marks, contidential trade secrets, methods of operation and other proprietary information, except as may be
expressly granted to Franchisee hereby or in the Operations Manual. Franchisor shall disclose its trade secrets to Franchisee
by loaning to Franchisee for the term of this Agreement manuals and other written materials containing the trade secrets,
through training and assistance provided to Franchisee hereunder, and by and through the performance of Franchisor's other

. obligations under this Agreement. Franchisee acknowledges that Franchisor is the sole owner of all proprietary information
and trade secrets; that such information is being imparted to Franchisee only by reason of its special stams as a Franchisee of
the System; and that the trade secrets are not generally known to the real estate brokerage industry or public at large and are
not known to Franchisee except by reason of such disclosure. Franchisee further acknowledges that it shall acquire no
interest in the trade secrets, other than the right to utilize them in the development and operation of the Franchised Business
during the term of this Agreement. In addition, Franchisee acknowledges that the use or duplication of the trade secrets
except as expressly permitted by this Agreement shall constitute an unfair method of competition and that Franchisor shall
suffer irreparable injury thereby. Franchisee agrees that it will not do or permit any act or thing to be done in derogation of
any of the rights of Franchisor in connection with the Service Marks, either during the term of this Agreement or thereafter,
and that it will use same only for the uses and in the manner franchised and licensed hereunder and as herein provided.
Furthermore, Franchisee and its employees and agents will not engage in any acts or conduct that impair the goodwill
associated with the Service Marks or reflects poorly on Franchisor.

(b) In connection with the operation of the Franchised Business, Franchisee agrees that at all times and in all
advertising, promotions, signs and other display materials, on its letterheads, business forms, and at the Locations and other
authorized business sites, in all of its business dealings related thereto and to the general public, it will identify the
Franchised Business under an Assumed Name, or Assumed Names, approved by Franchisor, together with the words "AN
INDEPENDENTLY OWNED AND OPERATED MEMBER OF PRUDENTIAL-REAL-ESTATEBRER AFFILIATES;
ING INC. NOT AFFILIATED WITH PRUDENTIAL. PRUDENTIAL MARKS USED UNDER LICENSE” {for purposes
of this Agreement, "member" shall mean a franchisee of Franchisor and shall not be deemed to refer to any other status or
relationship, legal or otherwise, between Franchisor and Franchisee), or such other similar designation_together with any
other words or phrases as shall hereaftér be prescribed by Franchisor, all in such form, size and style as shall be prescribed in
the Operations Manual. In its sole discretion, Franchisor retains the right to deny the use of certain words or phrases in an
Assumed Name. Franchisee shall tile and keep curtent a "Fictitious Business Name Statement" {or similar document) with
respect to any Assumed Name in the county or other designated region in which Franchisee is conducting business and at
such other places as may be required by law. Prior to commencing business under the Service Marks, Franchisee shall
supply evidence satisfactory to Franchisor that Franchisee has complied with relevant laws regarding the use of tictitious or
assumed names and, if applicable, the rules and regulations of the National Association of Realtors respecting use of any of
their registered marks. The total appearance of any Assumed Name and other identifying words must be approved, in
advance, by Franchisor. Franchisee further agrees that it will not identify itself as (i) Franchisor, (ii) a subsidiary, parent,
affiliate, division, shareholder, partner, joint venturer, agent or employee of Franchisor or etherthe owner of the Service
Marks or (iii) any of Franchisor's other franchisees. If Franchisee is a corporation or limited liability company, Franchisee
shall not use in its corporate or entity name either the Service Marks or any words confusingly similar thereto, or the term
"Realtor”, which is a registered mark of the National Association of Reahors. This paragraph 7.03 is not intended by the
parties hereto to accord the National Association of Realtors any rights as a third party beneticiary.

i
7.04 Use and Modification of Service Marks
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At its sole expense, Franchisee shall replace the signage and materials of the existing Locations with signage and
materials bearing the Franchisor’s Service Marks within 90 days of the Effective Date.

Franchisor may add to, substitute or modify any or all of the Service Marks from time to time, by either (i) a directive
in the Operations Manual, or (ii) immediately, upon written notice if Franchisor is required by law to substitute or modify the
Service Marks. Franchisee shall accept, use, display, or cease using, as may be applicable, the Service Marks, including but
not limited to, any such modified or additional trade names, trademarks, service marks, logo types and commercial symbols,
and shall within 30 days of receiving notification, commence to implement such changes and use its best efforts to complete
such changes as soon as practicable. On expiration or sooner termination of this Agreement, Franchisor may, if Franchisee
does not do so, execute in Franchisee's name and on Franchisee's behalf any and all documents necessary, in Franchisor's
judgment, to end and cause a discontinuance of the use by Franchisee of the Service Marks and Assumed Name registrations
and Franchisor is hereby irtevocably appointed and designated as Franchisee's attorney-in-fact to do so.

7.05 Useof Other Trademarks

Franchisee shall not use or display or permit the use or display of trademarks, trade names, service marks, insignias or
logo types other than an Assumed Name (i) in any advertisement that contains the word "Prudential” or any other Service
Marks, (i1) in or on any Location or place of business of Franchisee in any manner that is reasonably visible from outside
such Location or place of business, (iii) in any form of electronic commerce, or (iv) in any computer system used at any
Location or place of business of Franchisee, or otherwise in connection with the Franchised Business, in any manner that
could lead any person to believe that such other trademarks, trade names, service marks, insignias or logo types or the
products or services with which they are associated are owned or offered by the Franchisor or its affiliates, except as
otherwise expressly permitted herein or in the Operations Manual.

7.06 Prohibition Against Disputing Franchisor's Rights
Franchisee agrees that it will nat, during or after the term of this Agreement, in any way, dispute or impugn the

validity of the Service Marks licensed hereunder, or the rights of Franchisor thereto, or the right of Franchisor or other
franchisees of Franchisor to use the same during the term of this Agreement or thereafter.

7.07 Service Mark Infringement Claims and Defense of Service Marks

In the event Franchisee receives notice or otherwise becomes aware of any claim, suit or demand against it by any
party other than Franchisor, Prudential Insurance or their affiliates on account of any alleged infringement, unfair
competition or similar matter arising from its use of the Service Marks in accordance with the terms of this Agreement,
Franchisee shall promptiy notify Franchisor of any such claim, suit or demand. Franchisee shall have no power, right or
authority to settle or compromise any such claim, suit or demand by a third party without the prior written consent of
Franchisor. Franchisor shall defend, compromise or settle at its discretion any such claim, suit or demand at Franchisor's cost
and expense, using attomeys selected by Franchisor or the owner of the Service Marks, and Franchisee agrees to cooperate
fully in such matter. Franchisor shall indemnify and hold harmless Franchisee from and against any and all judgments
resulting from any such claim, suit or demand arising from Franchisee's use of the Service Marks in accordance with the
terms of this Agreement. Franchisor shall have the sole discretion to determine whether a similar trademark or service mark
being used by a third party is confusingly similar to the Service Marks being used by Franchisee and whether and what
subsequent action, if any, should be undertaken with respect to such similar trademark or service mark.

7?}8 —Displav of Service Marks Material Consideration

Franchisee acknowledges that a material consideration in Franchisor’s decision to award this franchise is the
agreement of Franchisce to use and promote the Service Marks in conformance with the Operations Manual and the terms of
this Agreement. Franchisee agrees that, should it for any reason fail to use and promote the Service Marks in accordance
with the terms of this Agreement, in addhion to the other rights and remedies available to Franchisor for this and other
breaches of this Agreement, Franchisee agrees to pay to Franchisor as liquidated damages and not as penalty, an amount
equal fo the total Continuing Royalty due and payable by Franchisee to Franchisor for the two Anniversary, Years
immediately preceding Franchisee's failure to comply with the terms of this paragraph.
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VIII.

INSTRUCTION AND QPERATING ASSISTANCE

8.01 Affiliate Integration Process.

Franchisor shall provide training for integration into the System to the Location Managers and other responsible
management persons designated by Franchisee for each Original Location during the Affiliate Integration Process. Such
training shall be conducted within 60 days after the Effective Date, and be for such duration and at such time and place as
Franchisor shall determine. Such Location Managers and designated persons must complete the Affiliate Integration Process
within 60 days after the Effective Date, except as otherwise provided in writing by Franchisor. 1In its discretion, Franchisor
may require the General Manager or other principals of Franchisee to participate in the Affiliate Integration Process.
Franchisor reserves the right to limit the number of attendees at the Affiliate Integration Process to one responsible person for
each Original Location.

8.02 Sales Professional Orientation

Franchisor shall, within 45 days following the Effective Date, unless otherwise mutually agreed, provide a Sales
Professional Orientation at a single location to be provided by Franchisee at its cost and expense, either in one of
Franchisee’s Locations or such other location as is reasonably selected by Franchisee. Franchisor shall provide materials and
presentations to introduce Franchisee’s sales professionals to Franchisor’s System and the Network. Franchisee, in addition
to the location, shall provide refreshments, if any, at its cost and expense.

8.03 Staff Training Courses

(a)  Franchisor may make available to Franchisee, from time to time, optional staffi ttaining courses, seminars,
conferences, or other programs, in a suitable location in Franchisor's discretion.

(b)  Upon reasonable notice, Franchisor may require attendance of designated personnel of Franchisee at training
courses, seminars, conferences or other programs other than the Affiliate Integration Program that are deemed by Franchisor
to be relevant or appropriate to the successful operation of the System. Fees may be charged by Franchisor for required
training courses, seminars, conferences or other programs.

(c) In connection with any staff training courses described in subparagraphs 8.03(a) and 8. 03(b) above, Franchisee
shall pay the travel, hotel and meal expenses for Franchisee's attendees.

8.04 Sales Convention

Periodically, Franchisor will arrange a business conference for all of its franchisees (the "Sales Convention") at which
franchisees may participate in various programs with Franchisor and other franchisees. Franchisee shall purchase one Sales
Convention full registration package for cach of its Locations for each Sales Convention Franchisor arranges. On or about
the first of each year, if a Sales Convention is to be held that year, Franchisor shall automatically deduct the cost of such
registration from Franchisee's Depository Checking Account. All of Franchisee's management and sales professionals are
strongly encouraged but not required to attend each Sales Convention that is made available,

8.05 Continuing Assistance

Franchisor shall provide such periodic assistance, as it deems appropriate, utilizing Franchisor's representatives who
shall contact or visit the franchised Locations from time to time. The frequency and duration of such contacts or visits to
Locations by representatives of Franchisor shall be in the sole discretion of Franchisor. In addition, Franchisor will be
available on an ongoing basis for consultation and guidance with respect to the operation and management of the Franchised
Business. Franchisor, from time to time, also may make available an operations review of the Franchisee’s business
operations based on information provided by the Franchisee. The operations review will be no more frequent than one per
year. In addition to the Operations Manual, Franchisor may from time to time provide Franchisee with additional materials
relating to the Franchised Business. '
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8.06 Proprietary Materials

At the Sales Professional Orientation, Aftiliate Integration Process, or other training programs (if any), Franchisor
shall provide to Franchisee proprietary information, training materials, training curricula and related Materials for use in
connection with the training of Franchisee's staffi Such items are and shall remain the property of Franchisor. Franchisor
may also from time to time make available to Franchisee for purchase Materials relevant to the System and the Franchised
Business. Franchisee shall not, and shall not allow its employees or others, to copy, reproduce, disseminate or otherwise
reveal to third parties any of the foregoing proprietary information and related Materials without Franchisor's express prior
written consent.

8.07 Timing

Franchisee acknowledges that Franchisor's ability to provide the training, continuing assistance and other services
provided for under Article VIII and Article IX hereof promptiy following che Effective Date may be affected by various
factors including the number of Locations being operated by Franchisee and the number of franchisees being incorporated
into the Network at substantially the same time. Franchisor shall establish.a reasonable schedule to provide such services
taking such factors inte account and shall exercise commercially reasonable efforts to provide such services within the times
otherwise provided hereunder,

8.08 Response to Consumer Complaints

Franchisee agrees to respond to consumer and/or customer complaints as required by the Operations Manual, which
among other requirements imposes upon Franchisee an obligation to work with Franchisor to Tespond reasonably to
consumer ot customer complaints. ’

IX.

OPERATION OF BUSINESS

9.01 Franchisee Operational and Staff Requirements

(@)  Franchisee shall operate an Approved Broker Management System pursuant to paragraphs 9. 02(b) and 9. 02(c)
hereaf in a competent manner and failure to do so constitutes a material breach of this Agreement.

+

(b)  All Locations shall remain open on a full-time and continucus basis, except as caused by acts of God or other
matters beyond the control of Franchisee (other than Franchisee’s inability to procure money).

(c)  Once a Location is Abandoned, it may not be recpened by Franchisee except as a new Additional Location,
after compliance with all procedures and payment of fees applicable to Additional Locations.

(d} Upen expiration of the limited period of operation, unless extended by Franchisor in its sole discretion, a
Satellite Oftice shall be either converted into an Additional Location pursuant to paragraph 4.03 hereof (with all requlred
appllcable fees paid to Franchisor in such event) or closed (pursuant to paragraph 4.02).

(e)  Franchisee shall provide Franchrsor with an estimate of the period of operation of each Subdivision Sales
Office and a summary of any other pertinent details requested by Franchisor. A Subdivision Sales Oftice may be established
by Franchisee only upon the written consent of Franchisor, which consent shall not be unreasenably withheld but which
consent may be subject to certain conditions at commencement of operations or any time thereafter, including (i) limitations
on the authorized period and scope of operation and (ii) a requirement to operate and utilize an Approved Broker
Management System or such other real estate software system specitied in the Operations Manual for use in Subdivision
Sales Offices. . ‘

(f)  Franchisee acknowledges that the System provides the -opportunity to participate in a referral service that
promotes broker-to-broker refertals of business on a nationwide basis between Franchisee and other brokérs (cwrently
Prudential Referral Services, Inc.) and agrees that Franchisee is obligated to observe all terms, conditions and general referral
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policies at any time applicable to participants in such services. Franchisee agrees to contirm its participation on these terms
by executing the document captioned "Broker to Broker Referral Terms and Conditions" attached hereto as Exhibit C.
Franchisee tirther acknowledges that in order to facilitate continuity ofi participation and geographic coverage, participation
in such a referral service need not be limited to franchisees ofiFranchisor and that Franchisee has no right to limit, exclude or
otherwise control decisions as to the identity of participants, all such decisions being left to the sole dlSCI‘ethl‘l of those
responsible for the management of the referral service.

9.92 Reporting and Computer Software System Reguirements

(a) Not later than 120 days after the Effective Date, and at all times thereafter, Franchisee, at its sole expense, shall
install, be trained on, and continuously use, one ofithe approved real estate software systems set forth on Exhibit A attached
hereto, or such other system approved by Franchisor in writing in its sole discretion, which approval may be subject to
certain restrictions or conditions set forth by Franchisor. Each such approved system is an " Approved Broker Management
System", and includes an information interface capability that allows it to electronically communicate with Franchisor's
designated computer system. Franchisee must also maintain a software support agreement for the Approved Broker
Management . System. Franchisee shall communicate data to Franchisor’s designated computer system directly from
Franchisee's computer system by use ofi an Approved ‘Broker Management: System. Franchisor may update the list of
Approved Broker Management Systems from time to time in the Operations Manual. After installing an Approved Broker
Management System, Franchisee may replace such Approved Broker Management System with another Approved Broker
Management System, provided Franchisee gives Franchisor 30 days' prior notice ofi such replacement. In the event that at
any time following the First Awniversary Year, or earlier if otherwise provided in the approval for systems other than those
set forth in Exhibit A, Franchisor determines in its sole discretion that such Approved Broker Management System has
become inadequate, Franchisor shall so notify Franchisee and Franchisee shall take immediate steps to install, be trained on
and use an altemafive Approved Broker Management System within the time period (not less than 90 days) set forth in the
Operations Manual,

(b) Franchisee is required to report certain data to Franchisor on a periodic basis through an Approved Broker
Management System, including, but not limited to, Gross Revenues received or receivable, closed sales and other closed
contracts, as set forth in the Operations Manual. USE BY FRANCHISEE OF AN APPROVED BROKER MANAGEMENT
SYSTEM IS MANDATORY. Without limiting the foregoing, commencing on the Effective Date, Franchisee is required to
timely, accurately and fully report all closed transactions and other information as specified in the Operations Manual. Such
information shall be reported in the format specitied in the Operations Manual. Franchisor shall be the co-owner ofiany such
reported information with imrestricted rights to use such information.

. (¢}  Franchisee shall report the data required by the Operations Manual manually until Franchisee becomes active
on an Approved Broker Management System. Franchisee shall submit manually reported information to Franchisor on a
weekly basis commencing upon the Effective Date as further specitied in the Operations Manual. All payments due under
this Franchise Agreement when Franchlsee is reporting manually shall be collected through Franchisee's Depository
Checking Account. ?
(d). Franchisee must also maintain a software support agreement for the Approved Broker Management System.
In the event Franchisee does not maintain a software support agreement, Franchisor may purchase such software support it
deems reasonably appropriate on Franchisee's behalfi and Franchisee shall reimburse Franchisor for all costs ofisuch software
support through an automatic deduction from Franchisee's Depository Checking Account.

(¢) - IfiFranchisee is not active on an Approved Broker Management System within one hundred twenty (120} days
ofiits Effective Date, or otherwise fails to comply with the electronic reporting requirements herein, Franchisee shall pay
Franchisor an admlmstratwe fee for processing Franchisee's manual transactions as further provided in the Operatlons
Manual. =« :

9.03 Communications Systems and Hardware

(a) At its sole expense, Franchisee shall obtain a data grade telephone line (the "data line") or other
communication device and other hardware meeting the specitications prescribed by Franchisor in the Operations Manual,
such data line or other communication device and other hardware to be used to facilitate communications between
Franchisee's computer system and Franchisor's designated computer system. Such data line or other communication device
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shall be available for all transmissions of data required by this Agreement for such periods and at such intervals as is set forth
in the Operations Manual. All costs associated with the maintenance of such data line or other communication device and
other hardware shall be bome solely by Franchisee. The data line or other communication device and other hardware shall
be operational no later than 120 days following the Effective Date.

(b)  Franchisor reserves the right to require Franchisee, either upon prior written notice or as may be provided in
the Operations Manual, to add commercial communications systems or capacities. For example, and not by way of
limitation, Franchisor may require electronic mail, Internet capacities and/or participation in an Intranet developed by
Franchisor. The cost of such systems or capacities shall be bome by Franchisee and may include a reasonable charge for
services Franchisor chooses to provide.

9.04 Depository Checking Account

At the Effective Date and thereafter, Franchisee shall establish and maintain a Depository Checking Account at a
bank or other tinancial institution that is a participating member of the Depository Checking Account or such other network
or system as may be directed by Franchisor pursuant to the guidelines set forth in the Operations Manual. Franchisee shall
instruct the institution holding the Depository Checking Account to allow Franchisor access to the Depository Checking
Account for collection of Continuing Royalty, Marketing Fees and other fees set forth in this Agreement. Under no
circumstances shall such access to the Depository Checking Account be deemed control or joint control of the Depository
Checking Account by Franchisor. Franchisee continuously shall maintain a minimum balance in the Depository Checking
Account of $1,500 or-such higher continuous minimum balance as Franchisor shall deem reasonably necessary. Franchisee
shall reimburse Franchisor for all extraordinary costs incurred by Franchisor in collecting or attempting to collect funds due
Franchisor from the Depository Checking Account (for example, without limitation, charges for non-sufficient funds,
uncollected funds or other discrepancies in deposits or maintenance of the Depository Checking Account balance in
accordance with the terms hereof). The Depository Checking Account shall be established and maintained solely for
purposes set forth in this paragraph 9.04 and the Operations Manual.

9.05 Operations Manual

(@)  Franchisee shall operate the Franchised Business in accordance with the Operations Manual, a copy of which
shall be provided to Franchisee on or soon after the Effective Date. Franchisor shall have the right to modify the Operations
Manual at any time by the addition, deletion or other moditication of the provisions thereof Franchisor agrees that although
such moditications to the Operations Manual may be material in that they may have an effect on the operation of the
Franchised Business, they may not conflict with or materially alter the terms of this Agreement. All such additions, deletions
or modifications shall be effective tive business days after Franchisor has given notice to Franchisee in accordance with
paragraph 14.07 hereof or, at Franchisor’s option, provided Franchlsee with an electronic copy of the revisions to the
Operations Manual.

(b)  All additions, deletions or moditications to the Operations Manual shall be equally applicable to all similarly
sitvated Franchisees. The Operations Manual, as moditied or amended from time to time, shall not alter Franchisee's
fundamental status and rights under this Agreement. As moditied from time to time, the Operations Manual shall be deemed
to be an integral part of this Agreement and references to the Operations Manual made in this Agreement, or in any
amendments or exhibits hereto, shall be deemed to mean the Operations Manual, as amended from time to time.

(c)  Franchisor shall timish to Franchisee at no additional charge an electionic copy of the Qperations Manual at
the time of the Aftiliate Integration Program, all of which copies shall at all times remain the sole, confidential, trade secret
property of the Franchisor. Upon the expiration or termination of this Agreement for any reason whatsoever, Franchisee
shall immediately return the Operations Manual to Franchisor and shall retain no copy or reproduction. Except as
specitically permitted by Franchisor, at no time may Franchisee, or its' employees or agents, make, or cause to be made, any
copies or reproductions of all or any portion of the Operations Manual and shall not disclose the terms thereof to any other
person except employees and agents of Franchisee when required in the operation of the Franchised Business by means of
electronic communication. The Operations Manual may not be forwarded to anyone and no electronic copy provided to
anyone except as provided by Franchisor.

9.06 Signs and Display Materials
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Franchisee agrees that all signs, display materials and other Materials shall be in full compliance with the
specifications provided in, and in conformity with, the Operations Manual. Said Materials may be purchased and procured
by Franchisee from Franchisor or suppliers designated or approved by Franchisor in accordance with Operations Manual
guidelines.

9.07 Telephone Numbers

At its sole expense, Franchisee shall obtain “white pages™ and “yellow pages” listings in the form, size and content
and in accordance with procedures prescribed by the Operations Manual, in at least one applicable telephone directory of
general distribution covering the Locations, Subdivision Sales Oftices and Satellite Oftices, or such other areas as Franchisor
may direct, of its authorized Assumed Name as promptly as possible after the Effective Date of this Agreement, and shall list
telephone numbers for each Location. If Franchisee is engaged in businesses other than the Franchised Business, Franchisee
must maintain different telephone numbers and may make no reference to the Franchised Business in any “white pages” or
“yellow pages” listings in respect of such other businesses. '

9.08 Contact Person

" Franchisee shall appoint a Contact Person(s), who shall be responsible to receive and disseminate all marketing and
other materials received from Franchisor. Contact Person shall participate in conference calls and other events as provided in
the Operations Manual. Failure to comply herewith shall result in those actions provided by the Operations Manual.
Franchisee shall notify Franchisor of the name, business address and business phone number of the Contact Person, updating
such information whenever a change occurs.

909 [Insurance

Franchisee shall have in effect on the Effective Date and maintain during the term hereof insurance in such types and
amounts as are specitied in the Operations Manual. All policies of insurance to be maintained by Franchisee shall contain a
separate endorsement naming the Franchisor and if required by Franchisor, its parent and affiliated companies, as additional
insured. Such policies of inisurance shall not be subject to cancellation or moditication except with 30 days’ prior written
notice to the Franchisor. Franchisee shall cause certiticates of insurance showing compliance with the above requirements to
be delivered to the Franchisor at the initiation of the Franchise Agreement and at such other times as Franchisor may request.
In the event Franchisee does not maintain the insurance coverage required in the Qperations Manual, then in addition to any
other rights and remedies available to it under the Agreement, Franchisor may purchase such policies of insurance as it
deems required and Franchisee shall reimburse Franchisor for all costs of such insurance.

9.10 Records and Rights of [nspection

(a)  Franchisee covenants and agrees that it shall keep and maintain during the term hereof, and for a period of 36
months following expiration or termination for any reason, full, true and complete records of all revenues and expenditures
respecting each Location, Subdivision Sales Office, Satellite Office or Administrative Office, whether related to the
Franchised Business or otherwise, in the form and manner specitied by Franchisor in its Qperations Manual. Franchisee shall
permit Franchisor or its representatives or agents selected in the sole discretion of Franchisor, during normal business hours,
to examine or audit the books of accounts, bank statements, documents, records, papers, and federal, state and local tax
return records relating to the Franchised Business or individual ofticers, directors, owners, partners, or aftiliated or related
entities or shareholders. [f Franchisor should cause an audit to be made and the Gross Revenues or business transacted as
shown by Franchisee's records should be found to be understated by any amount, Franchisee shall immediately pay to
Franchisor the additional amount payable as shown by such audit, plus interest thereon at the rate of 15% per annum or the
highest rate of interest allowed by law, whichever is lower, computed from the date (or dates) said understated amount (or
amounts) were due. [f (i) Franchisee's Gross Revenues are found to be understated by two percent or more or (ii) if
Franchisee's financial records require a substantial effort (as determined in the sole judgment of Franchisor, exercised in
good faith) on behalf of Franchisor's auditors to be placed in a condition readily conducive to audit, Franchisee shall pay to
Franchisor the entire cost of such audit; otherwise, the cost of the audit shall be bome by Franchisor. If either Franchisee or
Franchisor cancels a scheduled audit, the party canceling such audit will pay the costs arising out of the cancellation.
Franchisee shall furnish the Franchisor with a copy of any and all certified tinancial statements respecting Franchisee's
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business, and relevant information from Franchisee's Multiple Listing Service, if requested, without any cost or expense to
Franchisor. '

(b}  Within 120 days after the end of each of Franchisee's tiscal years, Franchisee shall fumish Franchisor with (i) a
Protit and Loss Statement and Balance Sheet of the Franchised Business for the previous tiscal year, (ii) a Reconciliation of
Gross Revenues for the previous tiscal year, (iii) a report of sales closed through Franchisee's Approved Broker Management
System for the previous tiscal year, (iv) a list of Franchisee's Locations and other oftices (including the addresses and
telephone numbers of each oftice and the number of sales professionals who operate from each oftice), (v) such materials as
Franchisor shall require with respect to compliance with Identity Standards, (vi) such materials as Franchisor shall require
with respect to compliance with applicable laws, rules and regulations, and (vii) any further information Franchisor shall
reasonably require. All such tinancial statements and information shall be prepared in accordance with the guidelines
prescribed by Franchisor in the Operations Manual, and shall be certitied by Franchisee or, in the case of a corporate
Franchisee, by Franchisee's Chief Executive Officer or Chief Financial Ofticer, as being true, complete and correct.

(c)  Franchisor shall have the right, at any time, to use any tinancial report or statement, or any information derived
therefrom, relating to the Franchised Business or any or all of the Locations, Subdivision Sales Offices, Satellite Offices or
Administrative Oftices, as part of Franchisor's Franchise Disclosure Document or similar disclosure decument.

9,11 Review

Upon reasonable prior written notice, Franchisor shall have the right to send representatives at reasonable intervals
during normal business hours, into Franchisee's Locations or other oftices to inspect Franchisee's other records, operations,
business methods, service, management and administration, te determine the quality thereof and the faithfulness of
Franchisee's compliance with the provisions of this Agreement and the Operations Manual. If such other records are not
located at a Location, Subdivision Sales Oftice, Satellite Oftice or Administrative Office, Franchisor's representatives shall
have the right to inspect said other records, wherever located.

9.12 Compliance with Laws

Franchisee shall (a) operate the Franchised Business in compliance with all applicable laws, rules and regulations of
all governmental autherities, (b) comply with all applicable wage, hour and other laws and regulations of the federal, state or
local govemments, (c) prepare and tile all necessary tax remms, (d) pay promptiy all taxes imposed upon Franchisee or upon
its business or property, and (e) at all times comply with the Code of Ethics of the National Association of Realtors and other
appropriate organizations. Franchisee represents and wartants that it shall obtain and at all times maintain all necessary
permits, certiticates and/cr licenses necessary to conduct the Franchised Business in the localities within which each Location
or other office is situated. Franchisee shall immediately notify Franchisor of any litigation, arbitration, disciplinary action,
‘criminal proceeding, or any other legal proceeding or action brought against or involving Franchisee, or any entity aftiliated
with Franchisee, or any agent, employee, ofticer, member, manager, owner, director or partner of Franchisee, which
notification shall include all relevant details in respect thereof, according to the procedures set forth in the Operations
Manual. ' '

9.13 No Other Real Estate Brokerage Businesses

Franchisee acknowledges that, pursuant to this Agreement, Franchisee will receive valuable specialized trajning and
trade secrets, including, without limitation, information regarding the operational, sales, promotional and marketing metheds
and techniques of the-System. In consideration for the use and license of such valuable information, Franchisee agrees that it
shall not, during the term of this Agreement, act as a real estate broker with respect to any business other than the Franchised
Business, nor operate, manage, own, assist, license, sublicense, act on behalf of, represent, or hold an interest, direct or
indirect (as an employee, officer, director, shareowner, partner, joint venturer or otherwise), in any real estate brokerage
business other.than the Franchised Business, without the express prior written consent of Franchisor. Franchisee
acknowledges that the Franchised Business does not include, among other things, Acting as a Real Estate Broker with respect
to a transaction involving Commercial Property having a gress listing or sales price that exceeds $25,000,000, and such
action is, therefore, included in the prohibition contained in the preceding sentence. It is the intention of the parties that
Franchisee maximize the Gross Revenues of the Franchised Business for the mutual benefit of Franchisor and Franchisee,
and any action of Franchisee that diverts business to another entity or diminishes the Gross Revenues of the Franchised
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Business shall be a material breach of this Agreement. Franchisee shall not, either directly or indirectly, for itself, or
through, on behalf of, or in conjunction with, any person, persons, partnership, or corporation, (a) divert or attempt to divert
any business or customer of the Franchised Business to any competitor, by direct or indirect inducement or otherwise, or do
or perform, directly or indirectly, any other act injuricus or prejudicial to the goodwill associated with the Service Marks or
the System, or (b) solicit any person who is at that time employed by Franchisor to leave his or her employment. This
paragraph 9.13 shall apply to each Equity Holder of Franchisee,

Franchisee acknowledges that the restrictions contained in this paragraph are reasonable and necessary in order to
protect legitimate interests of Franchisor, and in the event of violation of any of these restrictions, Franchisor shall be entitled
to obtain damages including, without limitaticn, Continuing Royalty and other fees that would have been payable if such
business were included in the Franchised Business, and an equitable accounting of all earnings, protits and other benetits
arising from such viclation, which rights and remedies shall be cumulative and in addition to any other rights or remedies to
which Franchisor may be entitled at law or in equity.

Franchisee agrees that it and each of its Equity Holders will give written notice to Franchisor prior to engaging in any
real estate related business other than the Franchised Business ("RERB"), including, without limitation, mortgage, escrow,
construction, development, appraisal, referral and consulting matters; and Franchisee acknowledges that it and each of its
Equity Holders have given such written notice prior to entering into this Agreement. If Franchisor so directs, Franchisee and
each of its Equity Holders shall execute an agreement acceptable in form and content to Franchisor that there will be no use
of the Service Marks in connection with any RERB, that all real estate transactions involving both the Franchised Business
and any RERB shall be conducted on an arm’s length basis and that any RERB is subject to the provisions of subparagraph
9.10(a) above. .

9.14. Change in Status Processing

-

Requests for (a) change of Assumed Name, (b) relocations of any Locations, Subdivision Sales Oftices or Satellite
Offices, (c) closures of any Locations or Subdivision Sales Offices or Satellite Oftices, (d) changes in designated
Responsible Agent or Broker, (e) establishment or extension of the authorized operational periods of Satellite Oftices or
Subdivision Sales Offices, or (f) other changes in status as may be specitied from time to time by Franchisor, shall be made
on such form as designated by Franchisor in the Operations Manual. No approvals shall be effective until delivered in
writing and signed by an ofticer of Franchisor.

X.

ASSIGNMENT

10.01 Assignment by Franchisor

Franchisor shall have the right to Transfer any or all of its direct or indirect interest in this Agréement (including,
without limitation, the economic benetits derived from this Agreement), and any or all of its rights and privileges hereunder
to any other person, tirm or corporation (" Assignee of Franchisor"); provided that, in respect to any Transfer ("Assignment
by Franchisor") resulting in the subsequent performance by such Assignee of Franchisor of the functions of the Franchisor:
(a) at the time of Assignment by Franchisor, the Assignee of Franchisor is financially responsible and economically capable
of performing the obligations of Franchisor hereunder; and (b) the Assignee of Franchisor expressly assumes and agrees to
perform such obligations. In the event of such Assignment by Franchisor, Franchisor shall be relieved of all obligations or
liabilities then existing or thereafter assertable under this Agreement; provided however, that if Franchisee continues to
comply with all terms and conditions of this Agreement, including but not limited to paragraph 3.03 and Articles VII and IX
hereof, then Franchisee shall be entitled during such continued compliance to use the Service Marks licensed hereunder until
the later of the end of the then curtent term of this Agreement or two years from the date of such Assignment by Franchisor.
Al the end of such period of continued compliance and use of the Service Marks, Franchisee shall comply with the terms of
paragraph 13.01 below,

10.02 Assignment by Franchisee

(a)  Restriction on Transfer. This Agreement is being entered into in reliance upon and in consideration of the
singular personal skills and qualitications of Franchisee and its principals or, in the case of a corporate Franchisee, the
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principal ofticers thereof who will actively and substantially participate in the ownership and operation of the Franchised
Business or, in the case of a partnership Franchisee, the partners thereof who will actively and substantially participate in the
ownership and operation of the Franchised Business or, in the case of a limited liability company, the manager(s) or
managing member(s) who will actively and substantially participate in the ownership and operation of the Franchised
Business. Therefore, neither Franchisce nor any immediate or remote successor to Franchisee, nor any individual,
parmership, corporation, limited liability company or other legal entity that directly or indirectly owns an equity interest (as
that term is detined herein) in Franchisee, shall Transfer any direct or indirect interest in this Agreement, in the Franchised
Business or in the economic benetits derived therefrom, or any equity interest in Franchisee, in whole or in part, in any
manner, except as permitted by this Agreement. Any purported Transfer of any interest in this Agreement, the Franchised
Business, or an equity interest in Franchisee not in accordance with this Agreement shall be null and void and shall constitute
a material breach of this Agreement, for which Franchisor may terminate this Agreement upon notice without opportunity to
cure, pursuant to subparagraph 11.02(d) of this Agreement,

(b) Transfers to Employees, Ofticers, Directors, Members, Managers, Agents, Owners. Except as otherwise
provided in this Agreement, without Franchisor's prior written consent, (i) Franchisee or an Equity Holder may Transfer or
issue in any single transaction or series of transactions up to tive percent (5%) of the equity interest in Franchisee to an
employee, officer or agent of Franchisee directly involved in the operation of the Franchised Business on a tull-time basis at
the time of such Transfer or issuance, and (ii) Designated Equity Holders (identitied in part 8 of Exhibit D hereof) may
receive a Transfer of up to 25% of the equity interest in Franchisee; provided (in either case) that such Transfer, when
combined with all other Transfers that have occurred since Franchisee shall have been a franchisee of Franchisor, does not
affect a change in Control of Franchisee. For the purposes of this subparagraph (b}, the term "full-time" shall mean generally
working an average of 35 or more hours per week. Notwithstanding the foregoing, the parties acknowledge that it is possible
that circumstances may change or additional information regarding Designated Equity Holders may come to light after the
Effective Date. Therefore, Franchisee shall give Franchisor prior written notice of any Transfer to Designated Equity
Holders, and Franchisor may prohibit such Transfer to the Designated Equity Holders within 30 days thereafter if Franchisor
articulates, in the exercise of its reasonable business judgment, a material reason for such prohibition not related to the
information Franchisee has previously disclosed to Franchisor regarding such individuals, or not otherwise actually known by
any of the officers of Franchisor, on the date hereof :

(c) Transfers to_Family Members. Franchisee or an Equity Holder, if a natural person, may with Franchisor's
consent, which will not be unreasonably withheld, Transfer the Franchised Business or an equity interest in Franchisee to
such person's spouse, parent, sibling, niece, nephew, descendant or spouse’s descendant provided that adequate provision is
made for the management of the Franchised Business and the transferor guarantees, in form and substance satisfactory to
Franchisor, the performance of the transferee’s obligations under this Agreement.

(d) Transfers to Affiliated Corporations. Franchisee or an Equity Holder, if a natural person, a sole proprietorship
or a partnership, may without the consent of Franchisor, upon 30 days' prior written notice to Franchisor, Transfer the
Franchised Business or an equity interest in Franchisee to a corporation or limited liability company entirely owned by such
natural person, sole proprictorship or partnership, as the case may be, in the same proportionate amount of ownership as prior
to such Transfer, provided that (i) adequate provision is made for the management of the Franchised Business and that the
transferor guarantees, in form and substance satisfactory to Franchisor, the performance of the transferee's obligations under
this Agreement, and (ii) such Transfer may be denied by Franchisor if, in Franchisor’s reasonable judgment, the economic
resources of the transferee are not sufticient to fully and faithfully conduct the Franchised Business as contemplated by this
Agreement or the Transfer and the prospective transfereces may reasonably be expected to have a negative effect on the
reputation or business operations of the Franchised-Business, the Network, the System, or Franchisor, its parent or any of its’
affiliates.

(¢)  Transfers Upon Death, Incapacity. Notwithstanding any of the foregoing, in the event of the death or legal
incapacity of Franchisee or an Equity Holder, if a natural person, such person’s interest in this Agreement or its equity
interest in the Franchisee will Transfer in accordance with such person's will or, if such person dies intestate, in accordance
with laws of intestacy governing the disttibution of such person's estate, provided that adequate provision is made for the
management of the Franchised Business and the transferee is one or more of the decedent's spouse, parents, siblings, nieces,
nephews, descendants or spouse’s descendants, A Transfer pursuant to this subparagraph 10.02(e) shall be free from
Franchisor's right of tirst refusal provided in paragraph 10.03 hereof so long as subparagraph 10.02(m) is complied with.
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(f)  Restrictions on Granting Security Interests and Subfranchising. Except as otherwise set forth below,

Franchisee shall not in any event have the right to pledge, encumber, hypothecate or otherwise give any third party a security
interest in this Agreement in any manner whatsoever, nor subfranchise or otherwise Transfer, or attempt to subfranchise or
otherwise Transfer any Location so long as it is operated as a Location, or to Transfer or subfranchise a portion but not ail of
Franchisee's rights hereunder without the express prior written permission of Franchisor, which permission may be withheld
for any reason whatsoever in Franchisor's sole discretion. Notwithstanding anything contained herein to the contiary,
Franchisee shall have the right to pledge its accounts receivable without the prior written consent of Franchisor for the sole
purpose of obtaining tinancing for the operation of the Franchised Business provided Franchisee is in full compliance with all
of the terms and conditions of this Agreement, and any other agreement, artangement or understanding with Franchisor.

(g) . Other Transfers. Except as otherwise provided in this Agreement and subject to Franchisor's right of tirst
refusal provided in paragraph 10.03 hereof, Franchisee or an Equity Holder may effect any Transfer of a direct or indirect
interest in this Agreement, in the Franchised Business or in the economic benefits derived there from, or any equity interest in
Franchisee, not permitted by the preceding subparagraphs (b) through (e}, enly after written notice to Franchisor and only
with Franchisor's written consent, which may not be unreasonably withheld. Franchisor shall exercise its goed faith business
judgment in determining whether to give or withhold its consent to a Transfer under this subparagraph 10.02(g). Such
exercise of good faith business judgment shall include Franchisor's consideration of certain skills and qualitications of the
prospective transferee that are of business concemn to Franchisor, including without limitation, the following: experience in
real estate brokerage, tinancial and operational skills and qualitications, economic resources, reputation and character of such
prospective transferees; the ability of such prospective transferee(s) to fully and faithfully conduct the Franchised Business as
contemplated by this Agreement; and the effect that the Transfer and the prospective transferees will have or may reasonably
be expected to have on the reputation or business operations of the Franchised Business, the Network the System, or
Franchisor, its parent or any of its aftiliates. ‘

(h)  Equity Interest Detined. An "equity interest” in an entity shall mean any stock or partnership interest,
membership interest er other direct or indirect beneticial ownership interest in such entity (whether parmership, corporation,
limited liability company, trust or otherwise), or in the economic benetits derived therefrom, and if the holder of such equity
interest is not a natural person, "equity interest” shall also include any stock or partnership interest, membership interest or
other direct or indirect beneticial ownership interest in, or in the economic benetits derived from, such holder. "Equity
interest” in Franchisee shall also include any direct or indirect interest in this Agreement, in the Franchised Business or in the
economic benetits derived therefrom or in the assets of the Franchised Business if such assets are Transferred in connecticn
with a Transfer of a substantial portion of such assets. "Equity Holder" shall mean any holder of an equity interest or other
ownership interest in Franchisee and shall not include Franchisee itself

(iy  Computing Equity Interests. In computing the percentages of equity interests in Franchisee, limited partners
will not be distinguished from general partners in the case of partnerships, and Franchisor's judgment will be tinal if there is
any question of the detinition of "equity interest” or as to the computation of.relative equity interests, the principal
considerations being: (i} direct and indirect power to exercise control over the affairs of Franchisee; (i) direct and indirect
right to share in Franchisee's protits; and (iii) amounts directly or indirectly exposed to risk in Franchisee’s business. Equity
interests may be Transferred only if the Transfer is registered or exempt from registration under federal securities laws. If
Franchisee is a partnership or corporation, Franchisee represents that the equity interests in Franchisee are directiy and (if
applicable) indirectiy owned as shown on Exhibit D attached hereto.

()  Registration of Proposed Transfer. If a proposed Transfer of an equity interest in Franchisee requires
registration under any federal or state securities law, Franchisee shall: (i) request Franchisor's consent at least 45 days before
the proposed effective date of the registration; (ii) accompany such requests with one payment of a non-refundable fee of
$10,000; (iii} reimburse Franchisor for expenses incurted by Franchisor in connection with review of materials concerning
the proposed registration, including without limitation, attorneys’ fees and travel expenses; and (iv) agree, and all participants
in the proposed offering subject to registration shall agree, to fully indemnify Franchisor in connection with the registiation
in writing, in form and substance satisfactory to Franchisor; furnish Franchisor all information requested by Franchisor; avoid
any implication of Franchisor's participating in or endorsing the offering, and use Franchisor's service marks and trademarks
only as directed by Franchisor.

1
(ky  Transfer and Processing Fees. In the event Franchisee submits a request for a Transfer of a ten percent (10%)
or greater equity interest in Franchisee, a Transfer that would result in a change in Control of Franchisee, or an assignment of
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this Agreement, Franchisee shall pay to Franchisor a non-refundable transfer and processing fee of $5,000. Such transfer and
processing fees are payable simultanecusly with such application for a Transfer or assignment.

(I)  Assumption of Obligations. Prior to any Transfer by Franchisee or an Equity Holder ofi an equity interest in
Franchisee permitted hereunder, ifi the transferor thereof is a party to any agreement or understanding with Franchisor,
including, without limitation, a guarantee of Franchisee's obligations hereunder, such transferor shall give Franchiser 30 days'
prior written notice ofi the Transfer (except under subparagraph 10.02(¢) hereof) and (i) shall cause the transferee to enter
into an equivalent agreement or understanding with Franchisor prior to such Transfer in form and substance satisfactory to
Franchisor; and (ii) in any event, shall cause the transferee and each Equity Holder ofisuch transferee to expressly assume in
writing for the benetit of Franchisor all of the respective obligations of Franchisee and its Equity Holders under this
Agreement. No such Transfer shall be effective unless and until such transferee and each Equity Holder ofi such transferee
complies fully with the terms ofithis paragraph, notwithstanding any other provision ofithis Agreement.

(m) Conditions Precedent to Transfer. Franchisor may impose certain conditions precedent to its required consent
to a Transfer pursuant to this Article X including, without limitation, the following:

(i) that the proposed transferee (or the principal Equity Holders thereof) present themselves for a personal
interview at Franchisor's corporate office, or such other location designated by Franchisor, at such date and time reasonably
requested by Franchisor, without expense to Franchisor and prior to such Transfer;

(ii) Franchisee shall have complied fully as ofi the date of any such Transfer with all of its obligations to
Franchisor, whether under this Agreement or any other agreement, artangement or understanding with Franchisor; and

(iii) the transferee of Franchisee agrees that all ofi Franchisor's training and orientation programs then reqhired
by Franchisor shall be satisfactorily completed by tiansferee's necessary personnel within 30 days after the effective date of
such Transfer, and such tiansferee agrees to pay for all of its expenses incurted in connection therewith, including travel,
hotel and meal expenses.

(iv) concurrent with the Transfer, Franchisee and any transferee of Franchise or the Franchised Business shall
enter into a new Franchise Agreement on the terms ofi Franchisor's then curtent standard form ofiFranchise Agreement for the
then curtent initial franchise term, and all Equity Holder(s) shall execute such other documents reasonably requested by
Franchisor in connection with the Transfer, including, without limitation, Franchisor’s then current standard form of
Nondisclosure, Noncompetition and Nontransfer Covenant and Personal Guarantee

(n) No Waiver. Franchisee acknowledges (i) that any consent granted or withheld by Franchisor under this Article
X shall not serve to waive Franchisor's right to grant or withhold consents thereafter, and (ii) that Franchisor may consider
the effect (cumulative or otherwise) ofiprior transfers in determining whether to grant or withhold its consent to any Transfer.

(0) Notice. If a Transfer occurs that is permitted without Franchisor's prior written consent pursuant to this
paragraph 10.02, Franchisee and the transferor shall give Franchisor notice of such Transfer within ten days after such

Transfer and shall provide all related information reasonably requested by Franchisor.

10.03 Right of First Refusal

..—(a)  Except as otherwise provided in paragraph 10.02 hereof; the right of Franchisee and Equity Holders to Transfer
any equity interest in Franchisee or any direct or indirect interest in this Agreement, the Franchised Business or the economic
benetits derived therefrom, or in the assets of the Franchised Business ifithe Transfer of such assets is made in connection
with a Transfer ofia substantial portion of such assets, as permitted in paragraph 10.02 hereof, shall be subject to Franchisor's

.right ofi tirst refusal with respect thereto if such Transfer (i) is in excess of twenty-tive percent (25%) ofisuch equity interest
in any single transaction or series ofi related transactions or (ii) effects a change in Control of Franchisee, unless the
transferee is one ofi the Designated Equity Holders (identitied in part 7 ofi Exhibit D hereto). Franchisor's said right of: tirst
refusal may be exercised in the following manner:

1
(b)  Franchisee or such Equity Holder shall serve upon Franchisor a written notice setting forth (i) all of: the terms
and conditions of any offer or agreement relating to a proposed Transfer by such person, or all terms and conditions of: any
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proposed Transfer arising out of, or resulting from, any judicial proceeding, arbitrafion or other quasi-judicial proceeding,
and (i1) all available information concerning the proposed transferee of such person.

(c)  Within thirty business days after Franchisor's receipt of such notice (or if it shall request additional
information, within thirty business days after receipt of such additional information), Franchisor shall notify the proposed
transferor of one of the following:

(1) Franchisor shall exercise its ri;ght of ﬁrét refusal as provided herein; or
(ii) Franchisor grantls its consent to such Transfer to the proposed transferee as staled in the nofice; or
. (ii1) Franchisor shall not exercise its right of first refusal and does not consent to such Transfer.
(iv) If Franchisor does not notify the proposed transferor within such fime period, Franchisor’s consent to

the proposed Transfer shall be deemed denied and Franchisor shall be deemed to have declined to
exercise its right of first refusal.

(d) If Franchisor shall elect to exercise its right of first refusal, it shall purchase the equity interests or assets
proposed to be Transferted on the same terms and conditions as set forth in such offer or agreement, or in the'case of a
proposed Transfer pursuant to a judicial proceeding, arbitration or quasi-judicial proceeding, on the same terrs and
condifions as set forth in the written noftce set forth in subparagraph (b) above, If Franchisor shall elect not to exercise its
right of first refusal and shall consent to such Transfer, the proposed transferor shall for a period of 90 days be free to so
Transfer to such proposed transferee upon the terms and condifions specified in said notice. If, however, said terms shall be
materially changed, or if said 90-day period shall have expired, Franchisor shall again have such right of first refusal with
respect thereto and the proposed transferor shall again be required to comply with subparagraph 10.03(a) above.

(e)  Franchisor's right of first refusal as contained herein shall in no way modify or diminish Franchisor’s right to
withhold its consent to Transfer under paragraph 10.02 hereof

10.04 Transfer of Premises

In the event of a Transfer by Franchisee of this Agreement or the Franchised Business, if legally permissible,
Franchisee shall also Transfer all of its rights under any lease(s) for its Locations or any other property necessary for the
operation of the Franchised Business to the same transferee of Franchisee.

XI.
DEFAULT AND TERMINATION
11.01 General

(a) This Agreement may be terminated unilaterally by Franchisor only for good cause, which for purposes of this
Agreement shall mean a material violation of this Agreement or any other agreement, lease or undertaking between
Franchisee or any of its Equity Holders or afftliates and Franchisor or any of its affiliates and shall include any failure by
Franchisee to substantially comply with any obligation, duty or promise under the Agreement, including, without limitation,
those acts or omissions specified in paragraphs 11.02 and 11.03 hereof Franchisor shall exercise its right to terminate this
Agreement in the manner described in this Article XI.

(b) Notwithstanding anything contained herein to the contrary, in those circumstances under which Franchisor shall
have the right to terminate this Agreement, Franchisor shall have the right to exercise any and all remedies available to it at
law or in equity, including without limitation specific performance and damages (including without limitation direct, indirect,
special, incidental or consequential damages.) All rights and remedies provided in this Article XI and elsewhere in this

, Agreement shall be in addition to and not in substitufion of all other rights and remedies available to a party at law or in
equity.
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(c)  Franchisee’s breach of the Franchise Agreement shall likewise be a default of the PRS Broker to Broker
Referral Agreement (Exhibit C of the Franchise Agreement.)

11.02 Termination Without Prjor Notice

Franchisor shall have the right te terminate this Agreemnent without prior notice to Franchisee upon the occurtence of
any or all of the following events, each of which shall be deemed an incurable breach of this Agreement:

(a)  IfFranchisee shall Abandon all of its Locations;

(b) To the extent permitted by law, (i) if Franchisee or, in the case of a partnership, a general partner thereof
becomes insolvent (as revealed by its records or otherwise), or (ii) if Franchisee tiles a voluntary petition and is adjudicated
bankrupt, or if an involuntary petition is tiled against Franchisee and such petition is not dismissed within 30 days, or (iii) if
Franchisee shall make an Assignment by Franchisee for the benetit of creditors, or (iv) if a receiver or trustee in bankmptey
or similar officer, temporary or permanent, be appointed to take charge of Franchisee's affairs or any of its property, or (v) if
dissolution proceedings are commenced by or against Franchisee (if a corporation, limited liability company or partnership)
and are not dismissed within 30 days thereafter, or (vi) if any tinal judgment against Franchisee from which no further appeal
is available and which is not currently on appeal remains unsatistied or unbonded of record for 30 days after receipt by
Franchisee of acmal or constructive notice thereof, and the amount of such judgment exceeds $50, 000 or 10% of Franchisee's
Gross Revenues for the preceding Anniversary Year, whichever is less;

{(c)  If (i) Franchisee has knowingly (as determined by Franchisor in its discretion) either inaccurately reported or
withheld the reporting of any Gross Revenues twice within 12 consecutive calendar months, or if (ii) a Designated Equity
Holder or an Equity Holder having a 10% or greater equity interest in Franchisee has knowingly and dlrectly caused or
authorized Franchisee to either inaccurately report or withhold the reporting of any Gross Revenues;

(d)  If Franchisee shall violate the provisions of paragraph 10.02 of this Agreement or otherwise attempt or purport
to sell, assign, transfer or encumber the Service Marks without the prior written consent of Franchisor as hereinabove
provided;

(e) If Franchisee's real estate broker's license is suspended or revoked, and such license or a substitute license has
not been reinstated within seven days thereafter;

(f)  If Franchisee shall default in any material obligation in respect of which Franchisee twice previously within the
preceding 12 months has received a notice of default from Franchisor with respect to the same or similar breach;

(g) If Franchisee shall default in its obligation to permit Franchisor or its representative or agents to examine or
audit books of accounts, bank statements, documents, records, papers or tax return records under paragraphs 9.10 or 9.11
hereof or

(h)  If Franchisee fails for two consecutive Anniversary Years after the First Anniversary Year to achieve Gross
Revenues sufticient to generate a total Continuing Royalty for each such consecutive Anniversary Year of at least Fifteen
Thousand Dollars ($135,000).

(i)  If Franchisee engages in any activity in violation of Article VII of this Franchise Agreement that could not,
under any circumstances (as determined by Franchisor in its discretion), result in a complete cure or remedy of any damage
caused by such violatjons.

(i)  If Franchisee violates trust account rules and regulations.

(k)  If Franchisee has knowingly (as determined by Franchisor in its discretion) either inaccurately reported or
failed to report any information as part of its application or qualification as a Franchisee; or

()  If Franchisee materially violates any federal, state or local law, mle or regulation.
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11.03 Termination With Notice

(a)  Franchisor may terminate this Agreement if within 24 hours of receipt of written notice by Franchisor to cure,
Franchisee fails to cure a violation of the Franchise Agreement that in Franchisor’s sole discretion and judgment impairs the
Service Marks, including without limitation any act or conduct by Franchisee or its employees or agents that in Franchisor’s
sole discretion and judgment impairs the goodwill associated with the Service Marks.

(b) Franchisor may terminate this Agreement if Franchisee uses the Service Marks in any manner that is not
permitted by this Agreement, or takes any action that incorrectly indicates that certain products or services are associated
with the Service Marks, and Franchisee fails to cure such violation within 24 hours of receipt of written notice by Franchisor
to cure,

(c) With respect to any default by Franchisee of its obligation to pay any swns due Franchisor under this
Agreement, Franchisor may terminate this Agreement upon not less than 14 days' prior written notice of such default. If
Franchisee shall cure said default prior to the end of such period, Franchisor's right to terminate shall cease with respect to
the breach that has been so cured.

(d} Except as otherwise expressly provided herein, including, without limitation, paragraph 11.06 below,
Franchisor may terminate this Agreement only upon 30 days' prior written notice to Franchisee setting forth the breach
complained of in this Agreement or any other agreement to which both Franchisor or any of its aftiliates and either
Franchisee or any of its affiliates or Equity Holders are party. Upon receipt of such notice, Franchisee shall immediately
commence diligently to cure said breach, and if Franchisee shall cure said breach during such period, Franchisor's right to
terminate this Agreement shall cease; provided, however, that if, because of the nature of said breach, Franchisee shall be
unable to cure the same within said 30 day period, Franchisee shall be given such additional time as shall be reasonably
necessary within which to cure said breach, not to exceed an additional 30 days, upon condition that Franchisee shall, upon
receipt of such notice from Franchisor, immediately commence to cure such breach and continue to use its best efforts to do
50.

{e} A material violation of this Agreement shall mean any action or omission by Franchisee that impairs or
adversely affects the Network, Franchisor, or the relationship created by this Agreement. Without limitation, each of the
following events, along with the events set forth in paragraph 11.02 above is deemed a material violation of this Agreement.
The parties acknowledge, however, that these events do not represent an exhaustive list of material violations of this
Agreement, and additional events may occur that individually, or in combination with other events, may constitute a material
violation of this Agreement. It shall be a material violation of this Agreement:

(i) If Franchisee fails to make any of the periodic reports required pursuant to paragraph 9.02 of this
Agreement, fails to deposit its Continuing Royalty payments pursuant to subparagraph 5.02(¢) of this Agreement, or fails to
pay to Franchisor any sum when due;

(iiy  IfFranchisee shall violate any of the provisions of Article VII of this Agreement;

(iii}  If Franchisee shall Abandon one or more of its Locations;

(iv)  If Franchisee closes or relocates any Location, Subdivision Sales Oftice or Satellite Oftice, except as
provided by paragraph 4.02 of this Agreement;

(v}  If Franchisee fails to maintain an independent contractor relationship with Franchisor;

(vi)  If Franchisee or any of its Equity Holders commit an act, or permit an act to be committed, that violates
any federal, state or local law, rule or regulation.

11.04 Description of Default

{
The description of any default in any notice served by Franchisor hereunder upon Franchisee shall in no way preclude
Franchisor from specifying additional or supplemental defaults in any action, arbitration, mediation, hearing or suit relating
to this Agreement or the termination thereof
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11.05 Statutory Limitations

Notwithstanding anything to the contrary in this Article XI, in the event any valid, applicable law or regulation of a
competent governmental authority having jurisdiction over this Agreement or the parties hereto shall limit Franchisor's rights
of termination hereunder or shall require longer notice periods than those set forth herein, and in the event the parties are
prohibited by law from agreeing to the shorter periods set forth herein, then this Agreement shall be deemed amended to
conform to the requirements of such laws and regulations, but in such event the provisions of the Agreement thus affected
shall be amended only to the extent necessary to bring it within the requirements of the law or regulation.

11.06 Extended Cure Period

Notwithstanding anything contained herein to the contrary, including, without limitation, subparagraph 11.03(c)
hereof, in those circumstances under which Franchisor shall have the right to terminate this Agreement, except in the case of
violations specitied in subparagraphs 11.03(a) and (b), Franchisor shall have the right, to be exercised in its sole discretion,
to grant to Franchisee, in lieu of immediate termination of this Agreement, an extended period of time to curc the breach that
gave rise to Franchisor's right to terminate, but in no event shall such extended cure period exceed six months from the last
day of the cure period otherwise applicable to such breach. Franchisee acknowledges that Franchisor's election to'grant such
an extended cure period to Franchisee shall not operate as a waiver of any of Franchisor's rights hereunder.

11.07 Prohibition - Post-Term Non-Compete Restrictions

Franchisor has imposed no post-term non-compete restrictions. Franchisee agrees that, if the Franchise Agreement
expires or terminates for any reason, no non-compete clause or similar contractual restriction that Franchisee may have
entered into with any employee, officer, director, shareholder, or real estate salesperson of Franchisee shall be binding or
enforceable against (1) Franchisor, its parent or any aftiliated company of Franchisor, (2) any other franchisee of Franchisor,
or (3) any such employee, ofticer, director, sharcholder,. or real estate salesperson of Franchisee, who may (i) accept
employment or other contractual rtelationship with Franchisor, its parent or affiliated company, or any franchisee of
Franchisor, or (ii) acquire a franchise or any interest in a franchise from Franchisor or any franchisee of Franchisor.

XII.
COMMUNICATION AND DISPUTE RESOLUTION

Franchisor and Franchisee have entered into a long-term franchise relationship that gives rise to an obligation, subject
to and consistent with the terms of this Agreement, to endeavor to make the relationship succeed, in light of the overall best
interests of the Network and/or System, as contemplated by this Agreement. To that end, Franchisor and Franchisee
acknowledge that they need to attempt to resolve disagreements and/or disputes before such disagreements and/or disputes
negatively impact the relationship. Good faith communications between Franchisor and Franchisee are an important aspect
of that obligation. The provisions in this Article XII are intended to facilitate such communication and the prompt resolution
of any disagreements or disputes between the parties, To the extent any element or aspect of this Article XIT is found, under
applicable law, to be unenforceable in any way, it shall not be deemed void biit, if possible, shall be enforced to the fullest
lawful extent and all other provisions of this Article XII shall remain in full force and effect.

12.01 Availability of Alternative Dispute Resolution

Except for the disputes described in paragraph 12.02 of this Agreement and except as otherwise specitically moditied
by this Article XII, any dispute between Franchisor and any of its Aftiliates, on the one hand, and Franchisee and any of its
Aftiliates, on the other, arising out of] relating to or referencing this Agreement or its breach in any way, including without
limitation, any claim sounding in tort arising out of the relationship created by this Agreement, and any claim that this
Agreement or any other of its parts is invalid, illegal or otherwise voidable or void, is subject to the dispute resolution
provisions set forth in paragraphs 12.03 and 12.04 of this- Agreement.

b
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"Affiliates", as used in this Article XTI, includes without limitation all shareholders, members, partners, owners, direct
and indirect parents and subsidiaries, all aftiliates thereof, and all officers, directors, employees, managers and agents of the
foregoing, acting in the course of conducting business activities related to Franchisor or Franchisee, as the case may be.

12.02 Disputes Not Subject To Alternative Dispute Resolution

The following disputes are not subject to the procedures stated in paragraphs 12.03 and 12.04 of this Agreement:

{(a) - Any claim by Franchisor for monies due to Franchisor by Franchisee;

{b)  Any disputes relating to (i) Franchisee's use of the Service Marks, or any other mark in which Franchisor or any
of its aftiliates has an interest; (ii) acts that otherwise violate Franchisee's obligations under Article VII of this Agreement; or
(iii) conduct that is alleged to otherwise infringe the intellectual property rights of Franchisor or any of its aftiliates;

(c)  Any dispute relating to the assignment of interests in violation of Article X of this Agreement;

(d) Any dispute for which Franchisor is entitied to terminate this Agreement without prior notice under the
provisions of paragraph 11.02 of this Agreement;

(e)  Anydispute in any way relating to the scope, application or enforceability of this Article XII; and

()  Any dispute, other than those enumerated above, in which any injunctive relief is sought, but only to the extent
of proceedings for such relief, as further provided in paragraph 12.06 hereof

12.03 Written Notice of Unresolved Disputes -- "Notification of Dispute” Procedure

Except as provided in paragraph 12.02 above, all disputes shall be brought to the attention of Franchisor and
Franchisee by delivering a written notice headed "Notitication of Dispute.” Delivery of such notice shall be made within 60
days of the date on which facts respecting the dispute tirst come to Franchisor's or Franchisee's attention. A notice of default
under Article XI of this Agreement may precede the Notitication of Dispute and, in such cases, the Notitication of Dispute
may be sent at such time as it appears that the default has not been satisfactorily cortected. The Notitication of Dispute shall
specify, to the fullest extent possible, the party's version of facts surtounding the dispute, the amount of damages and/or the
nature of any other relief such party claims. The party (or parties as the case may be) receiving a Notitication of Dispute
shall respond within 30 business days after receipt thereof, in accordance with paragraph 14.07 of this Agreement, stating its
version of the facts and, if applicable, its position as to the relief sought by the party initiating the dispute procedure;
provided, however, that if the dispute has been the subject of a default notice given under Article XI hereof, the Franchisee
shall respond to the notice under this paragraph 12.03 within ten business days.

If upon receipt of a Notitication of Dispute and responses under this paragraph 12.03, the dispute (or any part thereof)
is not resolved, the parties initiating the Notification of Dispute shall so indicate in writing within tive business days or the
dispute shall be deemed to be resolved as set forth in the response to the Notitication of Dispute. If the dispute is not
resolved, the parties shall endeavor in good faith to resolve the dispute outlined in the Notitication of Dispute and responses.

All notices, requests and responses to be delivered to Franchisor or Franchisee under this Article XII shall be
delivered in accordance with paragraph 14.07 of this Agreement.

12.04 Option to Mediate Dispute

In the event a dispute outlined in a Notitication of Dispute has not been resolved within 15 days after receipt of the
last writing called for by paragraph 12.03 above, either party may initiate a mediation procedure in accordance with this
paragraph 12.04 within tive days thereafter by making a written request for mediation. Such mediation will be conducted by
Judicial Arbitration and Mediation Services, Inc. ("JAMS") according to its procedures. If JAMS is unable to act in the
matter, mediation shall be conducted under the auspices of any other mediation service mutually agreed to by the parties
according to the mediator's procedures. The scope of such mediation and the authority of the mediator to act with respect to
the dispute is defined by the specific provisions of this Article XII and any; mediator will be required to execute an
acknowledgment of applicability of the provisions of this Article XIT in any procz}ding under this Agreement.
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The object of any mediation subject to this paragraph 12.04 is to assist the parties in reaching a mutually acceptable
resolution of the dispute. Such mediation shall, in all circumstances, be consistent with the rights and obligations created by
this Agreement and shall not be premised on the derogation or diminution of those rights or disregard of those rights. The
mediation process shall begin promptly and shall be concluded within ten business days of the day the request for mediation
is made, unless the parties mutually otherwise agree. Any and all discussions, negotiations, tindings or other statements by
the mediator and/or the parties made in connection with the mediation shall be privileged and contidential and shall not be
admissible into evidence in any litigation.

In the event the dispute is not resolved by mutual agreement, the mediator shall request each party to submit, within
ten business days or less, a proposed "Listing of Relevant Facts" that each party asserts are relevant to resolution of the
dispute. Submissions shall be limited to assertions of fact without opinion, legal argument or ultimate conclusory assertions.
Based on such submissions, the mediator shall prepare a tinal Listing of Relevant Facts including those facts that appear to
be related to the dispute and undisputed; those that appear to be relevant to the dispute but are the subject of factual
disagreement; and those that {(whether disputed or not) appear to be irrelevant to the dispute. The Listing of Relevant Facts
prepared by the mediator shall also be limited to specitic facts without opinion, legal argument or ultimate conclusory
assertions and shall be delivered to all parties, in writing, within ten business days after the submission date referted to
above. The mediator's Listing of Relevant Facts shall be on an advisory basis and may not be admitted as evidence in any
proceeding between the parties or used outside of the proceeding; provided, however, that either party may make reference to
the Listing of Relevant Facts on an in camera basis in the course of pre-trial proceedmgs in a subsequent court proceeding
between the parties involved in the dispute.

All mediation proceedings shall take place in Orange County, Califomia, or if Franchisor so elects, in the county
where the principal place of business of Franchisee is then located. The expenses of the mediation service shall be bome
equally by Franchisor and Franchisee, and all other expenses relatmg to such mediation shall be bome by the party incurring
them.

12.05 Business Judgment

The parties hereto recognize, and any mediator or judge is affirmatively advised, that certain provisions of this
Agreement describe the right of Franchisor to take (or refrain from taking) certain actions in the exercise of its business
Jjudgment based on its assessment of the overall best interests of the Network and/or System. Where such discretion has been
exercised, and is supported by the business judgment of Franchisor, neither a mediator nor a judge shall substitute his or her
judgment for the judgment so exercised by Franchisor.

12.06 Court Proceedings

If the dispute is not subject to paragraphs 12.03 and 12.04 hereof or if after the conclusion of all procedures under
those paragraphs including the delivery of any Listings of Relevant Facts by the mediator, the parties. have been unable to
resolve the dispute, either party may avail itself of the right to seek relief from a court of competent jurisdiction in Orange
County, Califomia, and only in that location, in accordance with paragraph 12.07 specitically and in accordance with the
provisions of this Article XII; provided, however, that if the procedures in paragraphs 12.03 and 12.04 of this Agreement
have been employed, any such complaint shall be tiled within 60 days following the conclusion of the mediation process and
the mediator's delivery of the Listing of Relevant Facts, which 60 day period shall constitute an agreed limitation as provided
in paragraph 12.08 of this Agreement, and such complaint shall be limited to the cause(s) of action within the scope of the
Notification of Dispute delivered in accordance with paragraph 12.03 of this Agreement.

In any such proceeding, any dispute that involves decisions expressly reserved herein for Franchisor's business
judgment or discretion shall not be set aside unless the Court tinds that Franchisor has exercised its judgment or discretion
without any reasonable business basis therefor, as provided in paragraph 12.05 hereof

All disputes that involve adjudication in a court shall be governed by the provisions of paragraphs 12.07 and 12.08 of
this Agreement. If, in an action commenced in a court pursuant to paragraph 12.02 of this Agreement, a party seeks
temporary or preliminary injunctive relief, the court hearing the matter shall proceed to adjudicate the issues before it with
respect to such relief and shall not delay the entry of any order with respect to such relief; provided, however, that except for
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matters fully determined in connection with proceedings for temporary or preliminary relief, the dispute resolution
procedures set forth herein shall be used. If in an action commenced in court pursuant to paragraph 12.02, the opposing
party shall raise a legally sufficient claim by way of defense, cross-claim or counterclaim that is otherwise subject to the
dispute resolution provisions of this Article XII, the court hearing the matter shall proceed to adjudicate the issues before it;
provided, however, that the court may elect to use the dispute resolution procedures set forth herein with respect to any such
defense, counterclaim or cross-claim to the maximum extent feasible, so long as the use of all such dispute resolution
procedures may be completed within 60 days from the date the matter is referted to the mediator for that purpose.

12.07 VENUE; SUBMISSION OF ISSUES TO COURT; LIMITATION OF DAMAGES

The parties acknowledge that Franchisor operates a nationwide franchise system, with franchisees located in
numerous different states and in numerous counties and cities within such states. Accordingly, the parties hereby agree that
in view of the fact that the books, records and business persormel of Franchisor are located, for the most part, in Orange
County, Califomia, and in order to minimize disruption or interference with operatlon of the franchise system as a whole,
Franchisee and Franchisor agree as follows:

(a) ANY AND ALL COURT PROCEEDINGS ARISING FROM OR RELATING IN ANY MANNER TO ANY
DISPUTE BETWEEN FRANCHISOR AND ANY OF ITS AFFILIATES, ON THE ONE HAND, AND FRANCHISEE
AND ANY OF ITS AFFILIATES, ON THE OTHER, ARISING OUT OF, RELATING TO OR REFERENCING THIS
AGREEMENT OR ITS BREACH IN ANY WAY, SHALL BE BROUGHT IN, AND ONLY IN, THE UNITED STATES
DISTRICT COURT FOR THE CENTRAL DISTRICT OF CALIFORNIA (ORANGE COUNTY DIVISION--SANTA
ANA). NO INDIVIDUAL OR ENTITY (WHETHER NAMED OR OTHERWISE DESIGNATED) SHALL BE JOINED
AS A PARTY TO SUCH PROCEEDINGS IF SUCH JOINDER HAS THE EFFECT OF DESTROYING FEDERAL
COURT JURISDICTION UNLESS THAT INDIVIDUAL OR ENTITY IS A NECESSARY PARTY TO THE
PROCEEDING AS A MATTER OF LAW. WHERE THERE IS NO UNITED STATES DISTRICT COURT HAVING
JURISDICTION OVER THE DISPUTE, THE PROCEEDING MAY BE INITIATED IN, AND ONLY IN, THE
SUPERIOR COURT OF CALIFORNIA IN AND FOR ORANGE COUNTY, CALIFORNIA, OR IF THE
JURISDICTIONAL LIMITS FOR THE SUPERIOR COURT ARE NOT MET, THEN THE PROCEEDING MAY BE
INITIATED IN THE HARBOR MUNICIPAL COURT OF THE ORANGE COUNTY JUDICIAL DISTRICT, NEWPORT
BEACH, CALIFORNIA. IN EITHER CASE, FRANCHISEE HEREBY CONSENTS TO THE EXERCISE OF
JURISDICTION BY SUCH COURTS.

(b) THE PARTIES AGREE THAT ALL DISPUTES ADMITTED TO THE COURT PURSUANT TO THIS
ARTICLE XII SHALL BE TRIED TO THE COURT SITTING WITHOUT A JURY, NOTWITHSTANDING ANY
STATE OR FEDERAL CONSTITUTIONAL OR STATUTORY RIGHTS OR PROVISIONS,

{c) NO PUNITIVE OR EXEMPLARY DAMAGES SHALL BE AWARDED AGAINST EITHER
FRANCHISOR OR FRANCHISEE, OR ANY AFFILIATES OF EITHER OF THEM, IN ANY PROCEEDING AND ALL
CLAIMS TO SUCH DAMAGES ARE HEREBY WAIVED.

12.08 Limitation of Actions

Franchisor and Franchisee agree that no form of action or proceeding permitted hereby will be maintained by any
party to enforce any liability or obligation of the other party, whether arising from this Agreement or otherwise, unless any
Notif cation of Dispute required to be delivered under this Agreement has been delivered in accordance with paragraph 12.03
hereof and unless the proceeding is brought before the expiration of the eariier of (a) the end of the 60-day period specitied
in paragraph 12.06 of this Agreement for the initiation of proceedings following mediation, if applicable; or (b) one year
after the date of discovery of:the facts resulting in such alleged liability or obligation or (c) two years after the date of the tirst
act or omission giving rise to such alleged liability or obligation. The foregoing limitations period shall not apply (i) to any
claim by Franchisor for monies due to Franchisor by Franchisee, including, but not limited to, those liabilities or obligations
discovered as a result of an audit conducted by Franchisor pursuant to subparagraph 9.10(a), or (i) any disputes relating to
(1) Franchisee’s use of the Service Marks, or any other mark in which Franchisor or any of'its affiliates has an interest; (2)
acts that otherwise violate Franchisece’s obligations under Article VII of this Agreement; or (3) conduct that is alleged to
otherwise infringe the intellectual property rights of Franchisor or any of its aftiliates. Notwithstanding the foregoing, where
state or federal law mandates or makes possible by notice or otherwise a shorter period, such shorter period shall apply in all
cases, in lieu of the time specitied in (a), (b) or (c) above.
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XIIIL.

FURTHER OBLIGATIONS AND RIGHTS OF THE PARTIES
UPON TERMINATION OR EXPIRATION

13.01 Franchisee's Obligations

(a)  Except as otherwise set forth in paragraph 10.01 with respect to assignment by Franchisor of any or all of its
interest in this Agreement, in the event of termination or expiration of this Agreement whether by reason of Franchisee's
breach, default, non-renewal, lapse of time, or other cause, in addition to any other obligations provided for in this
Agreement, Franchisee shall forthwith discontinue the use and/or display of the Service Marks in any manner whatsoever and
all Materials containing or bearing same and shall not thereafter operate or do business under the Assumed Name or any
other name or in any manner that might tend to give the general public the impression that Franchisee is in any way
asscciated or affiliated with Franchisor, or any of the businesses conducted by it or other owners of the Service Marks. In
such event, Franchisee also shall comply with paragraph 13.02 respecting the remm to Franchisor of certain Materials and
shall not thereafter use, in any manner, or for any purpose, directly or indirectly, any of Franchisor's trade secrets,
procedures, techniques, or Materials acquired by Franchisee by virtue of the relationship established by this Agreement,
including, without limitation, (i) any training or other materials, manuals, bulletins, instruction sheets, or supplements thereto,
or (ii) any equipment, videotapes, video disks, forms, advertising matter, marks, devices, insignias, slogans or designs used
from time to time in connection with the Franchised Business. At such time as requested by Franchisor, Franchisee shall
make its books and records available to Franchisor's representatives who shall conduct a termination audit.

(b) In the event of termination or expiration as described in paragraph 13.01(a) above, Franchisee shall promptiy:

() remove at Franchisee's expense all signs erected or used by Franchisee and bearing the Service Marks,
or any word or mark indicating that Franchisee is associated or aftiliated with Franchisor;

(ii) erase or obliterate from letterheads, stationery, printed matter, advertising or other forms used by
Franchisee the Service Marks and all words indicating that Franchisee is associated or affiliated with Franchiser;

(iii)  permanently discontinue all advertising of Franchisee to the effect that Franchisee is associated or
affiliated with Franchisor;

(iv)  refrain from doing anything that would indicate that Franchisee is or ever was an authorized Franchisee
including, without limitation, indicating, directiy or indirectly, that Franchisee was licensed to use the Service Marks or any
other distinctive System features or that Franchisee at any time operated under any name, word or mark associated or
aftiliated with Franchisor;

v) in the event that Franchisee engages in any business thereafter, it shall use trade names, service marks
or tiademarks (if any) that are signiticantly different from those under which Franchisee had done business and shall use sign
formats (if any) that are signiticantly different in color and type face; and take all necessary steps to ensure that its present
and former employees, agents, ofticers, shareholders and partners observe the foregoing obligations;

(vi)  in the event such termination is a resuh of a material default by Franchisee, then Franchisee shall take
all action necessary to disconnect and change all telephone numbers and directory listings used by the Franchised Business
immediately without providing for any forwarding numbers; or, at Franchisor's option, shall assign all interest and right to
use all such telephone numbers and directory listings to Franchisor;

(vii)  if this Agreement has expired in accordance with its terms as set forth in subparagraph 17.02(e), then
Franchisee may retain its interest and right to use all telephone numbers and yellow page and white page listings. However,
if the Agreement has terminated or expired for any other reason, the Franchisee shall assign all interest and right to use all
telephone numbers and all yellow page and white page listings applicable to the Franchised Business in use at the time of
such termination or expiration to Franchisor and take all action necessary to change all such telephone numbers immediately
and change all such yellow page and white page listings as soon as possible; and
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(viii} assign all Internet and web site addresses, e-mail addresses and domain names using the Service Marks
to Franchisor and use best efforts to identify any individual Internet, web site addresses, e-mail addresses and domain names
using the Service Marks that may have been created by employees or sales agents in violation of this Agreement and cause
those employees or agents to assign the addresses or names to Franchisor. Franchisee shall instiuct its Internet service
provider to purge from its servers all domain name server information associated with such Internet and web site addresses,
e-mail addresses and domain names being assigned or transferted.

(c)  If Franchisce shall fail or omit to make or cause to be made any removal or change described in subparagraph
13.01(b) above, then Franchisor shall have the right within 15 days after written notice to enter upon Franchisee's premises
upon which the Franchised Business is-being conducted without being deemed guilty of trespass or any other tort, and make
or cause to be made such removal and changes at the expense of Franchisee, which expense Franchisce agrees to pay to
Franchisor promptly upon demand; and Franchisce hercby irrevocably appoints Franchisor as its lawful attorney upon
termination of this Agreement with authority to tile any document in the name of and on behalf of Franchisee for the purpose
of terminating any and all of Franchisee's rights in the Assumed Name and any of the Service Marks.

(d) In the event that a Location is Abandoned or otherwise closed for a period of seven consecutive days with or
without Franchisor's prior written consent, Franchisee shall promptly take action to remove any indication that such Location
is associated or aftiliated with either Franchisee or Franchisor, and remove at Franchisee’s expense all signs erected or used
by Franchisee on, in or in connection with such Location and bearing either the Service Marks or any word or mark
indicating that such Location is associated or affiliated with either Franchisee or Franchisor, except as otherwise required by
law.

13.02 Rights of Franchisor

The expiration or termination of this Agreement shall be without prejudice to any rights of Franchisor against
Franchisee and such expiration or termination shall not relieve Franchisee of any of its obligations to Franchisor existing at
the time of expiration or termination or terminate those obligations of Franchisee that, by their nature, survive the expiration
or termination of this Agreement. Franchisee is obligated to return, at no expense to the Franchisor, any and all copies of the
Operations Manual, computer equipment, video equipment, videotapes, videodisks, software, software manuals and
documentation, and any other communications media and Material provided for Franchisee's use without additional charge in
connection with the operation of the Franchised Business.

13.03 Franchisor's Right to Cure Defaults by Franchisee

In addition to all other remedies herein granted, if Franchisee shall default in the performance of any of its obligations
or breach any term or condition of this Agreement or any related agreement involving third parties, Franchisor may, at its
election, immediately or at any time thereafter, without waiving any claim for breach hereunder and without notice to
Franchisee, cure such default for the account of and on behalf of Franchisee, and all costs or expenses including attorneys'
fees incurted by Franchisor on account thereof shall be due and payable by Franchisee to Franchisor on demand.

13.04 Waiver and Delay

No waiver by Franchisor of any breach or series of breaches or defaults in performance by Franchisee and no failure,
refusal or neglect of Franchisor either to exercise any right, power or option given to it hereunder or to insist upon strict
compliance with or performance of Franchisee's obligations under this Agreement or the Operations Manual, shall constitute
a waiver of the provisions of this Agreement or the Operations Manual with respect to any subsequent breach thereof or a
waiver by Franchisor of its right at any time thereafter to require exact and strict compliance with the provisions thereof

13.05 Attorneys' Fees and Expenses

In any action or proceeding between the Franchisor and Franchisee for the purpose of enforcing or preventing any
breach of any provision of this Agreement, whether by judicial or quasi-judicial action, arbitration or otherwise or any appeal
thereof, each party shall bear its own costs including but not limited to its own attorneys' fees, except for those actions or
proceedings, whether quasi-judicial action, arbitration or otherwise or any appeal thereof, brought for collection of moneys
due, enforcement of indemnitications and/or with regard to the use or protection of the Service Mark, which proceedings or

BREA-FA 064714121411 34



actions, whether by judicial or quasi-judicial action, arbitration or otherwise or any appeal thereof, the prevailing party shall
be entitied to collect its fees and expenses including attorneys’ fees from the other party.

XIV.
GENERAL CONDITIONS AND PROVISIONS

14.01 Relationship of Franchisee to Franchisor

It is expressly agreed that the parties intend by this Agreement to establish between Franchisor and Franchisee the
relationship of franchisor and franchisee. It is tirther agreed that Franchisee has no authority to create or assume in
Franchiser's name or on behalf of Franchisor, any obligation, express or implied, or to act or purport to act as agent or
representative on behalf of Franchiser for any purpose whatsoever. Neither Franchisor nor Franchisee is the employer,
employee, agent, director, ofticer, member, manager, partner, tiduciary or co-venturer of or with the other, each being
independent. Franchisee agrees that it will not hold itself out as the agent, employee, director, ofticer, member, manager,
partner or co-venturer of Franchisor or the owner of the Service Marks. All employees or agents hired or engaged by or
working for Franchisee shall be only the employees or agents of Franchisee and shall not for any purpose be deemed
employees or agents of Franchisor or the owner of the Service Marks, nor subject to Franchisor's contrel; and in particular,
Franchisor shall have no authority to exercise control over the hiring or termination of such employees, officers, managers,
independent contractors, or others whe werk for Franchisee, their compensation, working hours or conditions, or the day-te-
day activities of such persons, except to the extent necessary to protect the Service Marks. Franchisee agrees to respend to
customer indications of dissatisfaction with services rendered by Franchisce in a diligent and professional manner and agrees
to cooperate with representatives of Franchisor or the owner of the Service Marks in any investigation undertaken by
Franchisor of complaints respecting Franchisee's activities. Each of the parties agrees to tile its own tax, regulatory and
payroll reports with respect to its respective employees or agents and operations, saving and indemnifying the other party
hereto of and from any liability of any nature whatsoever by virtue thereof

14.02 Indemnity

Except as otherwise expressly provided in paragraph 7.07 hereof, Franchisee hereby agrees to protect, defend and
indemnify Franchisor, its direct or indirect parents, their subsidiaries, aftiliates, officers, directors, employees and designees
and held them harmless from and against any and all costs and expenses actually incurted by them or for which they are
liable, including attorneys' fees, court costs, losses, liabilities, damages, claims and demands of every kind or nature, and
including those incurred pursuant to a settlement entered into in good faith, arising out of or in cennection with the
Franchised Business, including specitically without limitation any claim or centroversy arising out of (a) any Transfer by
Franchisee referted to in paragraph 10.02 hereof, (b) acts or omissions of Franchisee that are not in strict compliance with
this Agreement and the Operations Manual in respect of use or display of the Service Marks, or (c) acts or emissions of
Franchisee that tend te create an impression that the relationship between the parties hereto is other than one of Franchisor
and Franchisee. Notwithstanding the foregoing, (x) Franchisee shall have no obligation to protect, defend or indemnify
Franchisor, its direct or indirect parents, their subsidiaries, aftiliates or designees from and against any such costs or expenses
arising from the conduct of Franchisor found to be willful, malicious or grossly negligent, and (y) in any proceeding in which
Franchisor has been found to have been actively negligent (as opposed to passively negligent or vicariously liable),
Franchisor and Franchisce shall each bear all of such cests and expenses (i) in proportion to their share of responsibility in
any tinding of comparative negligence made in such proceeding or (ii) if no such tinding has been made, as shall be
determined in a2 communication and dispute resolution proceeding pursuant to Article XII hereof, based on application of
comparative negligence standards.

14.03 Survival of Covenants

The covenants contained in this Agreement that by their terms require performance by the parties after the expiration
or termination of this Agreement shall be enforceable notwithstanding said expiration or other termination of this Agreement
for any reason whatsoever.
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14.04 Successors and Assigns

This Agreement shall be binding upon and inure to the benetit of the successors and assigns of the Franchisor and
shall be binding upon and inure to the benetit of the Franchisee and its or their respective heirs, executors, administrators,
successors and assigns, subject to the restrictions on Assignment by Franchisee contained herein.

14.05 Joint and Several Liability

If Franchisee consists of more than one person or entity, or a combination thereof, the obligation and liabilities to
Franchisor of each such person or entity are joint and several,

14.06 Counterparts

This Agreement may be executed in any number of copies, each of which shall be deemed to be an original, and all of
which together shall be deemed to be one and the same instrument,
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14.07 Notices

All notices that the parties hereto may be required or may desire to give under or in connection with this Agreement
shall be in writing and shall be sent either by United States certified mail, return receipt requested, postage prepaid, or by
other retiable overnight delivery service, expenses prepaid, addressed as follows:

If to Franchisor:

Prudontial-Real-EstateBRER Aftiliates; Inc.
3333 Michelson Drive, Suite 1000

Irvine, Califomia 92612

Attention: Law Department

If to Franchisee: to the attention of the Responsible Agent and/or Broker at the address indicated in paragraph
17.02(c) hereof unless another or an additional receiving person and/or address is desired by Franchisee, in which event the
different receiving person and/or address will be attached hereto as an exhibit.

The addresses herein given for notices may be changed at any time by either party by written notice given to the other
party as herein provided. Notices shall be deemed given three business days after deposit in the United States certified mail
or on the next business day after delivery to such reliable overnight delivery service as aforesaid.

14.08 CPI Adjustment

The following amounts may be adjusted by Franchisor 'periodically:

. The Thresholds in subparagraphs 5.02(a) and (b) hereof;

. Marketing Fees and Thresholds set forth in paragraph 5.03 hereof’

. The transfer and processing fees set forth in paragraph 10.02 hereof;

Any other amounts as required by any other provision that by its terms calls for adjustments cortespondmg to the
Consumer Price Index.

The foregoing amounts may be increased by the cumulative annual average percentage increase in the Consumer
Price Index from December 31, 2010 through the date of adjustment, provided that the cumulative annual average percentage
increase from December 31, 2010 through the date of adjustment shall not exceed the cumulative increase in the Consumer
Price Index from December 31, 2010 through the date of adjustment. The Marketing Fees may have been adjusted to some
extent since December 31, 1999 to reflect a portion of the cumulative annual average percentage increase. Franchisor
reserves the right to increase the Marketing Fees for the total cumulative annual average percentage increase and for any
future increases in the Consumer Price Index.

XV.

CONSTRUCTION OF AGREEMENT

15.01 Governing Law )

This Agreement and the totality of the legal relations among the parties hereto shall be governed by and construed in
accordance with the laws of the State of Califomia, except that statutes or regulations of that state pertaining to the franchise
relationship, termination or renewal thereof, or disclosure with regard thereto, shall apply only to those agreements
contemplating operation of a Franchised Business within that state or to a franchisee which, as of the Effective Date, is

domiciled in that state. .
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15.02 Entire Agreement; Moditication

This Agreement contains all of the terms and conditions agreed upon by the parties hereto with reference to the
subject matter hereof No other promises or agreements oral or otherwise shall be deemed to exist or to bind any of the
parties hereto and all prior agreements and understandings are superseded hereby. Nothing in the Agreement is intended to
disclaim Franchisor’s representations set forth in its franchise disclosure document. No officer or employee or agent of
Franchisor has any authority to make any representation or promise not contained in this Agreement. Franchisee agrees that
it has executed this Agreement without reliance upon any such unauthorized representation or promise. This Agreement
cannot be moditied or changed except by (a) written instrument signed by all of the parties hereto, or (b) Franchisor's
reduction of the scope of any of Franchisee's obligations under this Agreement, which may be done without Franchisee's
“consent and which is effective immediately upon notice. The ability of Franchisor to reduce the scope of any of Franchisee's
obligations under this Agreement shall not be interpreted as according Franchisor any right cortespondingly to reduce the
scope of any of its obligations under this Agreement, unless otherwise specitically empowered to do so hereunder.

15.03 Titles of Convenience

Paragraph tities used in this Agreement are for convenience only and shall not be deemed to affect the meaning or
construction of any of the terms, provisions, covenants or conditions of this Agreement.

15.04 Gender

All terms used in any one number or gender shall extend to mean and include any other number and gender as the
facts, context or sense of this Agreement or any paragraph may require.

15.05 Severability

Nothing contained in this Agreement shall be construed as requiring the commission of any act contiary to law.
Whenever there is any conflict between any provisions of this Agreement or the Operations Manual and any present or fumre
statute, law, ordinance, regulation or judicial decision, contrary to which the parties have no legal right under this Agreement,
the latter shall prevail, but in such event the provision of this Agreement or the Operations Manual thus affected shall be
curtailed and limited only to the extent necessary to bring it within the requirements of the law. In the event that any part,
Article, paragraph, sentence or clause of this Agreement or the Operations Manual shall be held to be indetinite, invalid or
otherwise unenforceable, the indetinite, invalid or unenforceable provision shall be deemed deleted, and the remaining parts
thereof shall continue in full force and effect, unless said provision pertains to the payment of fees pursuant to Article V
hereof, in which case this Agreement shall terminate. '

15.06 No Third Party Beneticiarjes

This Agreement is not intended to benetit any other person or entity except the named parties hereto and no other
person or entity shall be entitled to any rights hereunder by virtue of so-called "third party beneticiary rights" or otherwise.

XVI.
SUBMISSION OF AGREEMENT

The submission of this Agreement to Franchisee does not constitute an offer and this Agreement shall become
effective only upon the execution thereof by Franchisor and Franchisee. THIS AGREEMENT SHALL NOT BE BINDING
ON FRANCHISOR UNLESS AND UNTIL IT SHALL HAVE BEEN ACCEPTED AND SIGNED BY THE PRESIDENT
OR OTHER EXECUTIVE OFFICER OF FRANCHISOR. THIS AGREEMENT SHALL NOT BECOME EFFECTIVE
UNTIL AND UNLESS FRANCHISEE SHALL HAVE BEEN FURNISHED BY FRANCHISOR WITH ANY '
DISCLOSURE, IN WRITTEN FORM, AS MAY BE REQUIRED UNDER OR PURSUANT TO APPLICABLE LAW.
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XVIL

ACKNOWLEDGEMENTS AND REPRESENTATIONS OF FRANCHISEE

17.01 Certain Acknowledgements and Representations of Franchisee

Franchisee represents and wartants that the following statements are tme and accurate:

(a) Franchisee is a duly licensed real estate broker under the laws of the state within which the Locations are
situated and is in compliance with all applicable laws, mles and regulations of cognizant authorities. Additionally, if
Franchisee is a partnership, corporation or a limited liability company, the Responsible Agent and/or Broker identitied in
paragraph 17.02(c) below is a duly licensed real estate broker under the laws of the state within which the Locations are
located and is in compliance with all applicable laws, rules and regulations of cognizant authorities.

(b)  Franchisee does not seek to obtain the Franchise for speculative or investment purposes and has no present
intention to sell or transfer or attempt to sell or transfer the Franchised Business and/or the Franchise.

(c)  Franchisee understands and acknowledges the value to the System of uniform and ethical standards of quality,
appearance and service described in and required by the Operations Manual and the necessity of operating the Franchised
Business under the standards set forth in the Operations Manual. Franchisee represents that it has the capabilities,
professionally, tinancially and otherwise, to comply with the standards of Franchisor.

(d) If Franchisee is a corporation or limited liability company, Franchisee is duly incorporated or formed and is
qualitied to do business in the state and any other applicable jurisdiction within which the Locations are located.

(e) The execution of this Agreement by Franchisee will not constitute or violate any other agreement or
commitment to which Franchisee is a party.

(f)  Any individual executing this Agreement on behalf of Franchisee is duly authorized to do so and the
Agreement shall constitute a valid and binding obligation of the Franchisee and, if applicable, all of its parters, if Franchisce
is a partnership.

(g) Franchisee has, or if a partnership, corporation or other entity, its partners, managers, members, executive
officers or its other principals have, carefully read this Agreement and all other related documents to be executed by it
concurrently or in conjunction with the execution hereof, that it has obtained, or had the opportunity to obtain, the advice of
counsel in connection with the execution and delivery of this Agreement, that it understands the nature of this Agreement,
and that it intends to comply herewith and be bound thereby.

(h) This Agreement has been developed from the experiences of Franchisor and the Network, including
Franchisor's curtent and former employees, agents and franchisees, who collectively possess substantial experience in the
business of franchised residential real estate brokerage. The formation of this Agreement and the disclosures made in
connection with the franchise relationship set forth herein have been governed in part by the franchise relations acts, the
franchise investment laws, the franchise disclosure laws and the regulations promulgated thereunder in the states in which
Franchisor and the Network do business. Such laws, regulations and disclosure requirements have been implemented for the
protection and benetit of franchisees and prospective franchisees. Franchisee acknowledges that it has been advised to obtain -
legal advice and counsel to evaluate the opportunity of becoming a franchisee of Franchisor and the benetits and duties of
this Agreement. Franchisee acknowledges that it has chosen to enter into this Agreement solely based upon independent
Jjudgment as to its needs at a time when other prominent residential real estate franchise opportunities were available.

17.02 Additional Infor mation Respecting Franchisee

(@)  Franchisee represents that attached hereto as Exhibit D is a schedule containing complete information
respecting the owners, members, managers, partners, shareholders, officers and directors, as the case may be, of Franchisee.
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(b) The address (written nofice of any change in this informafion after the Effective Date must be delivered to
Franchisor pursuant to paragraph 14.07 hereof) where Franchisee's financial and other records are maintained is:

{c) The name and business address (written notice of any change in this information after the Effective Date must
be delivered to Franchisor pursuant to paragraph 14.07 heieof) of Franchisee's "Responsible Agent or Broker" is:

{d) Franchisee represents that Franchisee has delivered to Franchisor complete and accurate copies of all
organizational documents relating to Franchisee, including without limitation all partnership agreements, certificates of
partnership, Articles or certificates of incorporation or other organizafion, by-laws and shareholder or member agreements,
including all amendments, side letters and other items modifying such documents.

[Remainder of page intentionally left blank.]

BREAFA 064714121411 40



(e)  Fhe term (as described in paragraph 6.01 hereof) of this Agreement expires on

IN WITNESS WHEREQF, the parties hereto have caused this Agreement to be executed.

FRANCHISOR:

PRUDENTIAL-REAL-ESFATEBRER AFFILIATES; INC.
a Delaware corporation

By:

Its:

By:

Its:

FRANCHISEE:

By:

Its:

By:

Its:

4]
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NONDISCLOSURE, NONCOMPETITION AND NONTRANSFER COVENANT
AND PERSONAL GUARANTEE

(To be executed, if Franchisee is not an individual, by all persons or entities who have more than a ten percent equity interest
in the Franchisee)

In consideration of the execution by Franchisor of this Franchise Agreement, and of other good and valuable
consideration, the receipt and sufticiency of which are hereby acknowledged, the undersigned, being all of the persons and
legal entities having more than a ten percent equity interest in Franchisee, do hereby agree, individually and jointly, to
comply with and be bound by subparagraph 9.10(a) and all provisions of this Franchise Agreement in any way related to
nondisclosure, noncompetition and nontiansfer to the same extent as if each of them were the Franchisee, including but not
limited to paragraphs 3.04, 7.01, 7.03, 9.05, 9.13, 13.0] and all of Article X, and hereby agree not to engage in any activities
not permitted to the Franchisee thereunder (whether on their own behalf or in any capacity on behalf of any entity).

The undersigned hereby unconditionally and irrevocably guarantee the full performance of each and all of the terms,
covenants and conditions of said Franchise Agreement to be kept and performed by Franchisee, including, but not limited to,
the payment of all sums due thereunder.

The undersigned do hereby further agree that this covenant and agreement on their part shall continue in favor of
Franchisor notwithstanding any extensions, moditications, renewals, or alterations of the Franchise Agreement entered into
by and between the parties thereto, or their successors or assigns, or notwithstanding any assignment of said Franchise
Agreement, and no extension, modification, alteration or assignment of the Franchise Agreement shall in any manner release
or discharge the undersigned, and they hereby consent thereto.

The undersigned do hereby waive notice of any demand by Franchisor, as well as notice of nonpayment,
nonperformance or default, excepting such notices as may be specitically provided for in the Franchise Agreement.

Franchisor may assign this Nondisclosure, Noncompetition and Nontransfer Covenant and Personal Guarantee in
whole or in part. The imdersigned expressly waive the provisions of Section 2845 of the Civil Code of Califomia. All of the
obligations of the undersigned under this Nondisclosure, Noncompetition and Nontransfer Covenant and Personal Guarantee
are independent of the obligations of Franchisee under the Franchise Agreement, and a separate action may be brought
against the undersigned whether or not an action is brought against Franchisee under the Franchise Agreement.

The parties agree that any controversy or claim arising out of this Nondisclosure, Noncompetition and Nontransfer

Covenant and Personal Guarantee, or any breach thereof, shall be adjudicated in accordance with Article XII of the Franchise
Agreement.
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This Nondisclosure, Noncompetition and Nontiansfer Covenant and Personal Guarantee (i) shall be executed by all
persons and other legal entities who now have and who shall from time to time have more than a 10 percent equity interest in
Franchisee, and the execution hereof by all such persons and legal entities shall be the responsibility of the undersigned, (ii)
shall be govemed in accordance with the laws of the same state whose laws govern this Franchise Agreement; and (iii) shall
be binding upon and inure to the benetit of the respective successors and assigns of the parties herein named.

(Signamre} * (Signature)
Name: Name:
Residence Residence
Address: Address:
Residence Residence
Telephone Telephone
Number: Number:

(Signature) (Signature}
Name: Name:
Residence Residence
Address: Address:
Residence Residence
Telephone Telephone
Number: Number:
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List of Exhibits to Franchise Agreement:

Exhibit A — Approved Broker Management Systems
Exhibit B — Original Locafions and Other Offices

Exhibit C — RradenfialBRER Referral Services; Inc. - Broker to
Broker Referral Terms and Conditions

Exhibit I) — Schedule of:Names and Addresses of Sole Proprictor or

Shareholders, Partners, Principal Officers, and if.a Limited Llablllty
Company, Members and Managers, as Applicable and Other Information
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EXHIBIT A

APPROVED BROKER MANAGEMENT SYSTEMS

Relationship Contact, Title, Phone & Email

BMS Vendor Name & Address
AccountTECH AccountTEGH Mark-Blagdon
54-Middlesex-Tumpiko {(F81)-276-1555
Suite-B mari unttech-com
Bedford-MA-02421 www-aocounttech-eom
Direct Data Entry Affiliate Assistance Hotline Not suggested for more than 10 transactions

{PREA Center Transaction
Reporting)

(888) REAL-PRU or
(888) 732-5778

per month

Management reports not available.

DPN .

A Division of Lone Wolf
Real Estate Technologies,
Inc.

DPN Division Office

Lone Wolf Real Estate
Technologies, Inc.

6830 W. Oquendo Road
Suite 200 '
Las Vegas, NV 89118
(800) 955-3282

Barbara Kutil

{800) 955-3282
barb@dpn.com
Jonathan Peterson
ipeterson(@dpn.com

Debbie Lowell
Debbie.Lowell@fnis.com

www.don.com

Guru NETworks Guru NETworks, Inc. Ike Broaddus
4100 Lafayette Center Drive (800) 487-8638
Suite 103 sales{@gurunet.net
Chantilly, VA 20151 www._gurunet.net
LanTrax LanTrax, Inc. Aaron Taylor
1967 Wehrle Drive, Ste. 2 aaron.taylor@lantrax.com
Williamsville, NY 14221 {716) 929-0000
Lone Wolf Software Lone Wolf Real Estate Sales
A Division of Lone Wolf Technologies, Inc. sales@lwolf com

Real Estate Technologies,
Inc.

1425 Bishop Street, Unit #3
Cambridge, Ontario NIR 6J9

{866) 279-9653
www_lonewglf com

Lucero Summit

A Division of Lone Wolf
Real Estate Technologies,
Inc.

Lucero Division Office

Lone Wolf Real Estate
Technologies, Inc. .

3191 S. White Mountain Road
Show Low, AZ 85901

{928) 537-1300

Glenn Hunter

info@lucerosummit.com

www.golucero.com
(928)537-1300 x1

REAL/Easy Executive Systems Inc. Stan Chmielewski
5859 South 108" Street (800) 732-5327
Hales Comer, WI 53130 stan{@execsvs.com
www.realeasy.com
REALedger MIS Consulting & Sales, Inc. Jerry Kalimanis

1600 NW 167" Place
Suite 310
Beaverton, OR 97006

(866) 600-7325
lerry(@mis-c.com

WWW.I’E&IEdEGl’.C om

i

This information can be viewed on the Prudential Intranet website at www.prea.prudential.com
Broker Manager Tools/Databridge
Keyword for search: Databridge Vendors




EXHIBIT C
PRUDENTIALBRER REFERRAL SERVICES; INC.

BROKER TO BROKER REFERRAL
TERMS AND CONDITIONS

By signing below, Franchisee ("Broker" for purposes ofithis Exhibit) confirms that as ofithis date
the referral service referred to in paragraph 9.01 of Broker's Franchise Agreement with BRER éfﬁligtgg
In¢.. {formerly_known as Pnidential Real Estate Affiliates, Inc.) ("Prudential Real Estate") is BRER

Referral Services Inc. (fonnerly known as Prudential Referral Services®, Inc.) ("PRSBRS®"), and that
the terms, conditions and general referral policies applicable to Franchisee as a participant in such referral
service are as set forth below (for purposes ofithese Terms and Conditions, a "PRSBRS Member" shall
mean a real estate broker who has an executed Broker to Broker Referral Agreement or Broker to Broker
Referral Terms and Conditions in effect with RRSBRS):

L. Designation of Broker; Referral Service Area.

PRSBRS hereby designates Broker to perform brokerage referral services and other obligations
and duties pursuant to these Terms and Conditions within the Effective Service Area (hereinafter "ESA™),
which PRSBRS, in its sole discretion, shall determine. The ESA is NON-EXCLUSIVE. PRSBRS may
designate or may have designated additional real estate brokers to perform services in or around the ESA -
at any time and from time to time. RRSBRS may at any time and from time to time require Broker to
submit such information as RRSBRS may reasonably require regarding Broker's service within the ESA.
RRSBRS in its sole and absolute discretion (without any requirement ofi reasonableness whatsoever) may
at any time and from time to time modify the Broker's ESA. PRSBRS retains sole discretion to determine
which PRSBRS Members it chooses to deal with in or around the ESA. 1In cases of direct dealings
between PRSBRS Members, such Members have the sole right to determine which other Members they
will deal with in or around the ESA. .

acknowledges that from time to time its ESA may be reduced at such time as new members are added to
the RRSBRS network.

Without limiting in any way PRSBRS' absolute right to alter the ESA as set forth above, Broker

2. Responsibilities of Broker.
Broker agrees to the following specific terms and conditions:

a. To follow and observe the rules and regulations ofi BRSBRS relating in any way to the
Terms and Conditions and all matters hereunder, as announced in writing by PRSBRS (the "RRSBRS
Manual"). The PRSBRS Manual may be amended from time to time by RRSBRS in its sole discretion
upon 30 days' written notice to Broker and other RRSBRS Members.

b. To file such reporrs ofireferral activities and other matters related to performance under
this contract as PRSBRS may from time to time require under the BRSBRS Manual. This includes
monthly submission ofithe BRSBRS Broker-to-Broker Referral Activity Reporr.
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c. To maintain all real estate licenses and registrations necessary to operate in good
standing in all jurisdictions in the ESA.

To maintain high standards of professional and business conduct.

e. To exercise its best efforrs to generate referrals.
f. To exercise its best efforrs to achieve referral targets as specified in the PRSBRS
Manual.

To provide all information required by PRSBRS to be maintained in the Company
Locator (onlme referral directory on PREA Center) (which will include a Broker profile, Referral contact
information, an ESA profile, email address and an afterhours telephone number), and to promptly advise
RRSBRS of all additions, changes, deletions and corrections in its operations as reflected in the Company
Locator.

h, To exercise its best efforrs to ensure that the company’s Referral/Relocation Director
reviews the PRSBRS Manual and RRSBRS 161 — Increasing Your Referrals & Conversion Rates training
presentation available on PREA Center within six months of afiliation. If there is no assigned department
director, then the individual(s) primarily responsible for handling outgoing and incoming broker-to-broker
referral transactions shall review these materials.

3 Referral Guidelines.
The patties shall abide by the following general referral guidelines:

a, Broker shall use all reasonable efforts to send all outgoing referrals to a Pmdential Real
Estate affiliate (which term includes franchisees and company-owned offices, if any) or other PRSBRS
Member in the destination community, except as provided below. Any referral to an ESA shared by more
than one Prudential Real Estate affiliate or other RRSBRS Member shall be placed exclusively with one
of those Prudential Real Estate affiliates or other Members. If there is no Prudential Real Estate affiliate
or other PREBRS Member in the destination community, or if Broker's customer requests that a non-
RRSBRS broker be utilized, Broker shall contact PRSBRS for a broker recommendation and use
reasonable efforts to place the outgoing referral with the recommended broker. If Broker's customer
specifically requests that a non-PRSBRS broker be utilized in a designated community, then such a broker
may be utilized.

b. Broker agfees to use procedures and forms, as made available and designated by
RRSBRS to process all Broker referrals in accordance with the PRSBRS Manual. :

c. Broker shall initiate all referrals by telephone to the destination broker and enter the
referral information in a software program approved by PRSBRS if available. Ifiaccepted, the destination
broker shall use reasonable efforrs to keep the origination broker informed of the referral status thereafter,
as may be required by the PRSBRS Manual.

d. Broker shall make reasonable efforrs to send only qualified referrals in accordance with
the RRSBRS Manual. A destination broker shall have 48 hours after contact from an origination broker to
reject a referral. Such rejection shall be made in accordance with the RRSBRS Manual. Ifinot rejected
within 48 hours, the referral shall be deemed accepted. Referrals shall not be rejected unless the customer
has previously been referred or acquired from another source and has been properly registered by the
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destination broker on such broker's customer list, or the customer refuses the destination broker's services.
If a referral is rejected because the customer has previously been referred or acquired from another
source, then the origination broker may not send such referral to another broker.

e. In the event that the ESA is covered by more than one PRSBRS Member, both shall be
assigned the ESA in the Company Locator. Ifia company has an office location in the ESA, it will be
indicated as such. .

fi Primary responsibility for referral and relocation activity of Broker shall be performed
by designated employees, who shall be available during normal business hours (and after hours at a
telephone number listed in the Company Locator) as required for the handling of incoming and outgoing
referrals, in accordance with the BRSBRS Manual. '

g Broker shall abide by the referral fee structure hereinafter set forrh.

h. Broker shall only be eligible to receive commercial real estate referrals if Broker has
qualified for commercial real estate referrals in accordance with the PRSBRS Policy Manual.

4, Compensation to RRSBRS, Referral Fees and Traffic Generation.

a. Following the First Anniversary Year, Broker shall pay RRSBRS an annual fee of
Thirty-Five Dollars ($35.00) per full-time sales associate and fill-time sales associate equivalent;
provided that Broker's minimum annual fee shall be Seven Hundred Fifty Dollars ($750.00) and Broker's
maximum annual fee shall be Seven Thousand Five Hundred Dollars ($7,500.00). This fee shall be
_payable quarterly pursuant to PRSBRS invoice or the Broker may choose to pay the annual fee in advance
with the first quarrer invoice. In the event this Agreement is terminated prior to its natural expiration date
and Broker is in good standing at the time, PRSBRS shall refimd to Broker the appropriate pro-rata share
of the annual fee previously paid to RRSBRS. Broker shall not be relieved from its obligation to pay such
annual fees during such time as it may be removed from the Company Locator for non-compliance with
the terms and conditions herein.

b. PRSBRS, Prudential Real Estate and their affiliated companies have created and are
creating, and from time to time may terminate, cerrain programs to generate referral activity and
specialized referral programs, including but not limited to, affinity relationships with various groups
(some of which may be or whose members may be located in Broker’s geographic area). Members of
PRSBRS are not guaranteed such referrals; however, they are the preferred recipients of such referrals.
Broker acknowledges and agrees that neither RRSBRS, Prudential Real Estate, nor their affiliated
companies have any obligation to create such programs. The referral fee to be paid to PRSBRS for any
transaction from any such program shall be determined in PRSBRS’s sole discretion at the time of the
referral. However, the RRSBRS member may decline the referral. Ifimembers do not accept any referral,
PRSBRS may offer that referral to non-members on terms no better than offered to the member.

c. Unless otherwise agreed at the time ofireferral, the origination broker shall be entitled to
a referral fee only on the transaction referred. No referral fee shall be payable to the origination broker on

account of additional sales or purchases By such referred customer.

d. Referral fees are due at the time of closing and shall be forwarded by Broker to the
origination Broker directly and immediately in accordance with the RRSBRS Manual.
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e. Refertal fees shall be earned on all refertals resulting in irrevocable transfer of title
. within 18 months from the date of the refertal.

f The sums set forth in paragraph a. above, and in accordance with the PRSBRS Policy
Manual, may be increased by PRSBRS, in its sole discretion, one time per year by an amount not to
exceed twenty percent (20%) per annum cumnulafive.

g All delinquent payments of any sums due PRSBRS are subject to a late charge of 15%
per annum or the highest rate permitted by law, whichever is lower.

5. Business Conferences,

Broker's broker of record and other representatives may attend the Prudential Real Estate Sales
Convention and Prudential Forum, which will be held from time to time, at their own expense.

6. Mandatory Reporting Requirements.

All Broker generated refertals, whether sent to a Pmdential Real Estate affiliate, another
PRSBRS Member or non-BRSBRS broker, all refertals received and information as to refertals converted
shall be reported monthly in accordance with the RRSBRS Manual. This reporting is mandatory.

7. Competitor Organizations.

a. While a BRSBRS Member, Broker and any parent, subsidiary, or other affiliate of
Broker agree that they shall not directly or indirectly jjoin, belong to or be otherwise affiliated with any
organization which operates a relocation marketing network or third party home purchase program which
is similar to or in competition with the business of (i) PRSBRS or (ii) any company affiliated with
PRSBRS which is in the relocation management business (in such context "RM") that requires Broker to
send outgoing refertals to a non-RRSBRS broker.

b. Marketing efforts on behalf of a corporate client to market properties will not be
deemed to be in competition with RREBRS, and marketing efforts on behalf of or to a corporate client for
the purpose of obtaining listings or servicing home finding refertals will not be deemed to be in
competifion with RRSBRS.

c. Nothing herein shall prohibit Broker from belonging to a trade association or
subscribing to relocafion training as long as the trade association or the source of fraining is not a
competitor of PBRSBRS.

d. Broker is encouraged to solicit relocation business and to provide corporate calling
services provided that neither the corporate caller nor Broker offers services independently as a substitute
for services provided by PRSBRS or RM and further provided that the calling does not conflict with
existing contractual relationships between (i) RRSBRS or RM and (ii) the corporation at the fime the call
is made.

8. Advisory Board.
RRSBRS has established an advisory and mentoring board ("PRSBRS Mentors") comprised of
PRSBRS Members in good standing, employees of PRSBRS or its affiliates, and members of the industry.
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PRSBRS Mentors consist of those individuals appointed by RRSBRS from time to time and who agree to
serve. The purpose of the PRSBRS Mentors is to plan and evaluate RRSBRS programs, make
recommendations to PRSBRS and provide guidance to PRSBRS members on increasing referrals and
improving results. The PRSBRS Mentors shall meet at such times and places as PRSBRS may direct.
PRSBRS Mentors are required to attend the Brudential Real Estate Sales Convention and Prudential
Forum, and shall do so at their own expense.

9. Dispute Resolution.

In the event that a dispute arises between or among PRSBRS Members, such dispute, if it is
unable to be resolved between such members, shall be submitted to three-person arbitration committee
comprised of members of the PRSBRS Mentors and Prudential Real Estate and Relocation Services
Broker Alliance Management. Such committee shall evaluate the merits of the dispute and issue a
decision, which shall be tinal and binding on the parries to the dispute. Each party shall bear all its own
costs associated with such a dispute and a pro rata share of the costs and expenses of the arbitration
committee. Unless otherwise agreed, all such arbitrations shall take place in Orange County, Califomnia.

10. Term and Termination.

a. These Terms and Conditions are effective concurrently with Broker's Franchise
Agreement with Prudential Real Estate and shall continue thereafter until termination or expiration of the
Franchise Agreement for any reason.

b. Any and all fees, commissions or other filnds earned by Broker with respect to referrals
made prior to terminations shall be paid to Broker as though these Terms and Conditions have not been
terminated.

c. Upon termination of. these Terms and Conditions, Broker shall promptly return all
materials, sofiware, manuals, forms or other written material, or any copies or duplicates thereof, relating
to PRSBRS to PRSBRS headquarrers,

d. Termination of these Terms and Conditions by expiration or termination of the
Franchise Agreement shall not entitle Broker to a refund of any funds previously paid to PRSBRS.

l1. PRSBRS Responsibilities.

a. PRSBRS shall provide Broker with the Company Locator listing of all PRSBRS
Members together with identitication of the ESA served by each such Member. :

b. PRSBRS from time to time will provide opportunities for networking and further
education in broker-to-broker referral management.

c. RRSBRS authorizes Broker to use the name "RrudentialBRER Referral Services”, the
PRSBRS logo and other RRSBRS service marks (collectively, the "PRSBRS Service Marks") only in
connection with the broker-to-broker referral business of this network, as hereinafter described. Broker
agrees not to use the PRSBRS Service Marks for business or other purposes except as authorized in these
Terms and Conditions, or with the express written consent of PRSBRS. Broker acknowledges that
PRSBRS prescribes minimum standards respecting the nature and quality of the services provided by
Broker in connection with which the PRSBRS Service Marks are used. Nothing herein shall give Broker
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any right, title or interest in or to the PRSBRS Service Marks, except a mere privilege and license during
the term hereof: to display and use the same strictly according to the limitations provided in these Terms
and Conditions and the BREBRS Policy Manual, including without limitation identity standards. Broker
agrees that as between Broker and PRSBRS, the PRSBRS Service Marks are the exclusive property of:
PRSBRS Upon request by PRSBRS, Broker will execute a service mark license agreement reflecting the
foregoing.

d. If PRSBRS makes software available to Broker (which it may do in its sole discretion),
Broker shall be required to enter into a software license agreement with BRSBRS, or its approved vendor,
and utilize the approved software (the "PRSBRS Approved Software") in accordance with the PRSBRS
Manual. PRSBRS or its approved vendor may designate’a monthly service fee for use of the PRSBRS
Approved Software. Use of the PRSBRS Approved Software will require Broker to purchase, use and
maintain cerrain computer hardware.

I2. Default.

A breach of Broker’s Franchise Agreement with Pmdential Real Estate shall likewise be a
default of this Agreement. A breach of this Agreement shall likewise be a defauh of Broker’s Franchise
Agreement.

Broker shall be considered to be in default of this Agreement, for, but not limited to, the
following reasons:

a. Broker’s failure to pay PRSBRS fees and annual dues;

b. Broker’s failure to reporr pursuant to ilaragraph 6 above or in accordance with the
Rolicy Manual;

c. Broker’s failure to pay referral fees due other brokers involved in a referral transaction;

d. Broker's failure to perform to industry standards, as determined by RPRSBRS in its

reasonable business judgment.
e Broker’s violation of the terms of Paragraph | ic.
13. Remedies of RRSBRS.

In the event Broker defaults under this Agreement, as determined in Paragraph [2 above,
PRSBRS (a) shall remove Broker’s name from the Company Locator and (b) shall not consider Broker for
referrals processed through PRSBRS. However, if Broker shall cure the default, then PRSBRS shall
reinstate Broker in the Company Locator as of the next upload after the cure, and shall again consider
Broker for referrals processed through RRSBRS.

i4. Transfer of Membership.

Broker shall not represent to any potential investor or buyer or make or imply, as a condition of
sale ofi the assets of Broker's company, that membership in PRSBRS is a salable asset ofi Broker. In the
event that Broker's interest in its franchise agreement with Prudential Real Estate, and the franchise
granted there under, is assigned or transferred in its entirety with the prior written consent of Rrudential
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Real Estate pursuant to the terms ofi such Franchise Agreement, Broker's membership in PRSBRS,
together with these Terms and Conditions, shall immediately be transferted and assigned to the assignee
ofithe franchise upon such assignee's written agreement to assume all obligations under such agreement,
without the need for a re-application by the assignee for membership in PRSBRS. Notice ofi such
franchise assignment or transfer shall be given to PRSBRS within tive business days after the effective
date ofisuch assignment or transfer.

15. General Provisions.

a. Broker is not an agent ofi PBRSBRS. Broker is responsible for its dealings with
customers, clients and refertals and will indemnify PRSBRS and any other BRSBRS Member for any
claims by such customers, clients and refertals arising out ofisuch dealings.

b. Any notice required or permifted under these Terms and Conditions shall be sent by
U.S. Mail, certified, return receipt requested, or by reliable overnight delivery service, to the respective
address set forth in the Franchise Agreement, and shall be effective as ofi three business days after deposit
in the U.S. Mail, or on the next business day after delivery to such reliable overnight delivery service.

c. No amendment, moditication, altemation, waiver or course of dealing shall be binding
unless done in writing as an addendum to this Agreement and signed by the parties hereto.

d. These Terms and Conditions shall be governed by and construed in accordance with the
laws ofithe State ofiCalifomia,

By signing below, Franchisee further agrees that PRSBRS may enforce these Terms and
Conditions in its own name.

IN WITNESS WHEREOF, the undersigned has executed these Terms and Conditions as ofithe
Eftective Date ofithe Franchise Agreement,

FRANCHISEE:

(Entity Name),
a (Entity State) corporation

By:

(Name)
Its: (Title)

By:

Its:



EXHIBIT F.

Agents for Service of Process

CALIFORNIA
Michael E. Wasenius, Esq.

BRER Affiliates Inc. Prudontial-Roal-Eotato-Affiliatocnc-

3333 Michelson Drive, Suite 1000
Irvine, California 92612

HAWAII

Commissioner of Securities

Department of Commerce and Consumer Affairs
Business Registration Division

335 Merchant Street, Room 203

Honolulu, Hawaii 96813

ILLINOIS

The Attorney General
500 S. Second Street
Springfield, llinols 62706

INDIANA

Secretary of State .
Suite 560 .

One North Capital Street
Indianapolis, Indiana 46204

MARYLAND

Maryland Securities Commission
200 St. Paul Place

Baltimore, Maryland 21202-2020

MICHIGAN

Department of Commerce
Corporation & Securities Bureau
6546 Mercantile Way

Lansing, Michigan 48909

MINNESOTA

The Commissioner of Securities
500 Metro Square Building

St. Paul, Minnesota 55101

NEW YORK

Secretary of State of New York
162 Washington Street
Albany, New York 11231

| 630808121

NORTH DAKQTA
Commissioner of Securities
Fifth Floor

600 East Boulevard
Bismarck, ND 58505

OREGON
Commissioner
Corporation Division
Commerce Building
Salem, Oregon 97310

RHODE ISLAND

Director of Busingss Regulations

233 Richmond Street, Suite 232
Providence, Rhode Island 02903-4232

SOUTH DAKOTA

Director of the Division of Securities
c/o 18 West Capitol

Pierre, South Dakota 57501

. VIRGINIA c

Clerk of the State Corporation Commission
1300 E. Main Street, 1* Floor
Richmond, Virginia 23219

WASHINGTON

Administrator . .
Department of Financial Institutions
P. O. Box 9033

Olympia, Washington 98507-9033

WISCONSIN

The Wisconsin Securities Commissioner
P. O. Box 1768

345 W. Washington Ave., 4th Floor
Madison, Wisconsin 53703

ALBERTA, CANADA
Donald P. McLaws

3400, 150 - 6th Avenue S.W.
Calgary, Alberta T2P 3Y7



PROMISSORY NOTE FOR INITIAL FRANCHISE FEE

Irvine, Califomia 7 3

FOR A GOOD AND VALUABLE CONSIDERATION, the undersigned ("Borrower") promises
to pay to PRUDENTIAL-REAL-ESTATEBRER AFFILIATES; INC. (fka Prudential Real Estate
Affiliates. Inc.){"Lender"), or order, at 3333 Michelson Drive, Suite 1000, Irvine, Califomia
92612, or at such other place as Lender may from time to time designate, the principal sum of
Dollars ($ ) with interest on the unpaid principal at the
rate of percent ( %) per annum from , 20, 1imtil paid.

Principal and interest shall be paid in lawful money of the United States of America in

(__ ) installment payments in accordance with the attached amortization schedule on
or before , 20 , at which time the entire unpaid balance of principal
hereof and all accrued interest shall be due and payable. Borrower shall pay a late charge equal
to four percent (4%) of any payment which is not paid when due.

Unless otherwise designated by Lender in writing, all amounts due under the terms hereof shall
be collected by Lender from the Depository Account established and maintained by the Borrower
with an Automated Clearing House member bank pursuant to the terms of the Franchise
Agreement between Lender and Borrower being entered into concurrently herewith (“Franchise
Agreement”). Borrower's payments of the amounts due under the terms hereof shall be collected
on the date the payment is due, or on the first business day following the date the payment is due,
if notification of collection need be given by Lender to Borrower. All terms and conditions of
the Franchise Agreement relating to the establishment, maintenance and collections of amounts
from the Depository Account are incorporated herein by reference and shall apply to payments of
the amounts due hereunder.

Upon default in payment when due, at the option of the holder hereof, the whole of the principal
sum then remaining unpaid and all interest accmed hereon shall become immediately due and
payable, without demand or notice. In case any payment herein provided for shall not be made in
accordance with the terms herein, Borrower further promises to pay all costs of collection and
reasonable attorney's fees. '

Continued affiliation as a franchisee of Lender requires full payment of . this Promissory
Note for Initial Franchise Fee (“Note™), in accordance with the terms contained herein.
Any default under this Note shall constitute a default under the Franchise Agreement. Any
default under the Franchise Agreement shall constitute a default under this Note. Upon
termination or expiration of the Franchise Agreement between Lender and Borrower for
any reason, at the option of the holder hereof, the whole of the principal sum then
remaining unpaid and all interest accrued hereon shall become immediately due and
payable, without demand or notice.

|

032141121411 EXHIBIT G



Promissory Note
Page 2

Borrower and all endorsers of this Note, and each of them, hereby waive diligence, demand,
presentment for payment, notice of non-payment, protest and notice of protest and specifically
consent to and waive notice of any renewals, extensions, amendments to modifications of this
Note whether made to or in favor of Borrower or any other person or persons. The claiming of
any statute of limitations as a defense to any demand against Borrower or any endorser is
expressly waived by each and all of said parties.

This Note shall be constmed and enforced in accordance with the laws of the State of Califomia.
Any notice to Borrower shall be given by mailing such notice via first class mail to Borrower at

the address given below. Any notice to Lender shall be sent to the address in the first paragraph
of this note or such other address as may have been designated by notice to Borrower.

DATED AS OF: ,20
a _corporation
By:
, President
By: _
, Secretary

, as an individual

- ——

, as an individual

Address:

9;32—1—1—1—}_2_1_4_1_{_



FRANCHISE TERM NOTE

$ : Irvine, California

FOR VALUE RECEIVED, the undersigned, , a

(“Maker”) with its principal place of business at , hereby
promises to pay to the order of PRUDENHAL-REAL-ESTAFEBRER AFFILIATES; INC. (fka
Prudential Real Estate Affiliates, Inc,), a Delaware corporation with its principal place of business at 3333
Michelson Drive, Suite 1000, Irvine, CA 92612 (“Lender”), the principal sum of
DOLLARS (% }, together with interest at % per annum on
the outstanding balance of said principal sum, commencing at the times and pursuant to the terms
hereinafter provided until this Franchise Term Note is paid in full.

1. Annual Payments. The principal amount of this Franchise Term Note, together with
accrued interest, shall be repaid in annual installments in accordance with the attached Schedule on the
____day of : of each year, beginning on , until paid in full, whether at
maturity, by acceleration, or otherwise. All remaining principal, together with accrued interest, if any,
shall be due and payable in full on , or the termination or expiration of the
initial term of the Real Estate Brokerage Franchlse Agreement between Maker and Lender dated as of
, as the same may be amended, modif ed and in effect from time to time (the
“Franchise Agreement™), whichever occurs first.

2, Franchise Agreement. Maker and Lender contemplate that so long as no default, breach,
or other violation by Maker has occurred and is continuing under the Franchise Agreement, a portion of
the Continuing Royalty paid by Franchisee to Franchisor, as such terms are defined in the Franchise
Agreement, may be used by Maker to repay the relevant annual installment payment of principal and any
accrued interest then due hereunder (the “Royalty Rebate™). The maximum annual Royalty Rebate shall
be $ . In the event Maker does not qualify for the Royalty Rebate or the Royalty Rebate
is not sufficient to pay the annual installment under this Franchise Term Note, then Maker shall
immediately pay the annual installment or such shortfall, as the case may be to Lender within ten (10}
days of the due date of such annual installment as set forth in this Franchise Term Note.

3. Acceleration Upon Default. If Maker does not make any payment of principal and
accrued interest thereon, if any, when due, or if a default, breach or other violation by Maker under the
Franchise Agreement has occurred, then, at the option of Lender, the entire outstanding principal amount
of this Franchise Term Note, and any and all accrued and unpaid interest thereon, shall become
immediately due and payable without demand, presentment for payment, notice of dishonor, protest and
notice of protest, notice of intent to accelerate and notice of acceleration, diligence in collecting or
bringing suit against Maker, or any other notice by Lender other than as expressly provided in the
Franchise Agreement.

4. Prepayment. Maker may, upon at least three (3) business days’ prior written notice to
Lender stating the proposed date and amount of the prepayment, prepay the outstanding balance of
principal and interest, if any, of this Franchise Term Note in whole or in part, without premium or
penalty. If Maker gives Lender notice of a prepayment, Maker shall make the prepayment on the date and
in the amount stated in the notice.

5. Payments and Computations. All payments on account of indebtedness evidenced by this
Franchise Term Note shall be made not later than 11:00 AM. (Pacific Time) on the day when due in
lawful money of the United States. All computations of interest shall be made by Lender on the basis of a
365-day year for the actual number of days occurring in the period for which such interest is payable.
Said payments are to be made at such place as Lender or the legal holders of this Franchise Term Note
may, from time to time, in writing appoint, and in the absence of such appointment, then at the principal
place of business of Lender as set forth on the first page of this Franchise Term Note.
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6. Applicable Law. Maker represents and agrees that this instrument and the rights and
obligations of all parties hereunder shall be governed by and construed under the laws of the State of
Califomia without regard to the conflicts of law principles of such State.

1. Severability. The parties hereto intend and believe that each provision in this Franchise
Term Note comports with all apphcable local, state and federal laws and judicial decisions. However, if
any provision or provisions, or if any portion of any provision or provisions, in this Franchise Term Note
is found by a court of law to be in violation of any applicable local, state or federal ordinance, statute,
law, administrative or judicial decision, or public policy, and if such court should declare such portion,
provision or provisions of this Franchise Term Note to be illegal, invalid, unlawful, void or unenforceable
as written, then it is the intent of all parties hereto that such portion, provision or provisions shall be given
force to the fullest possible extent that they are legal, valid and enforceable, that the remainder of this
Franchise Term Note shall be construed as if such illegal, invalid, unlawful, void or unenforceable
portion, provision or provisions were not contained therein, and that the rights, obligations and interest of
Maker and Lender or the legal holders hereof under the remainder of this Franchise Term Note shall
continue in full force and effect.

8. Maximum Interest. Notwithstanding any other provision of this Franchise Term Note or
any other agreement between Maker and Lender, nothing herein shall require the Maker to pay, or the
‘holder of this Franchise Term Note to accept, interest in an amount which subjects the holder to any
penalty or forfeiture under applicable law, and in no event shall the total of all charges payable hereunder
(whether of interest or of such other charges which may or might be characterized as interest) exceed the
maximum rate permitted to be charged under applicable law. Should Lender or any other holder of this
Franchise Term Note receive any payment which is or would be in excess of that permitted to be charged
under applicable law, such payment shall have been, and shall be deemed to have been, made in error and
shall be held as additional cash collateral for the indebtedness evidenced by this Franchise Term Note.

9. Waiver. Maker and all parties now or hereafter liable for the payment hereof, whether as
endorser, guarantor, surety or otherwise, generally waive demand, presentment for payment, notice of
dishonor, protest and notice of protest, notice of intent to accelerate and notice of acceleration, diligence
in collecting or bringing suit against any party hereto, and all other notices other than as expressly
provided in the Franchise Agreement and agrees to all extensions, renewals, indulgences, releases or
changes which from time to time may be granted by the holder hereof and to all partial payments hereon,
with or without notice before or after maturity.

10. Notices. All notices and communications pursuant to or in respect of this Franchise Term
Note shall be given as provided in Section 14.07 of the Franchise Agreement,

11. Time. Time is of the essence as to all dates set forth herein.

032H4121411



12. Attomey’s Fees. In case any payment herein provided for shall not be made in
accordance with the terms herein, Borrower further promises to pay all costs oficollection and reasonable
attorney’s fees.

DATED AS OF: ,20

FRANCHISEE:

, as an individual

By:

, as an individual
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SCHEDULE

Franchise Term Note

,20
Schedule of Franchise Term Note Payments:
Beginning Total
Date Principal Principal Interest Payment
Payable Balance Payment Payment Due

Ending
Principal
Balance
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AGREEMENT REGARDING USE OF DOMAIN NAME

This Agreement Regarding Use of Domain Name (“Agreement”) is entered into this

day of (the “Effective Date™), by and between PRUDENTIAL-REAL-ESTATEBRER
AFFILIATES; INC. gggg Prudential Real Estate Aftiliates, Inc), a Delaware corporation,
(“Franchisor™) a

, doing business in the state of as Prudential

(“Franchisee™) with reference to the following facts:

A, Franchisor and Franchisee are parties to that certain Real Estate Brokerage Franchise
Agreement, as amended from time to time (“Franchise Agreement™), pursuant to which Franchisee is
licensed to use the Pmdential name and Service Marks (“Service Marks”) in connection with its real
estate brokerage operations. Pursuant to the terms of the Franchisee Agreement, Franchisee is
permitted to operate its business under the tictitious business name Prudential

B. Pursuant to the terms of the Franchise Agreement, the identity standards (“Identity
Standards”) regarding the proper use by Franchisee of the Service Marks contained in Franchisor’s
Operations Manual are specitically incorporated into the terms of the Franchise Agreement. Pursuant
to these Identity Standards, Franchisee has limited use of the Service Marks as more particularly set
forth therein. Franchisee acknowledges that the Identity Standards required by Franchisor and its
aftiliatesthe owner of the Service Marks, Prudential Financial, Inc. (“Prudential Financial”) and The
Prudential Insurance Company of America (“Prudential”), are a necessary and desirable part of
maintaining the integrity of Franchisor’s franchise system and network of franchisees, as well as the
protection of the Service Marks.

C. Franchisee is currently using the domain name(s) listed on Schedule I attached hereto
and incorporated herein by this reference, in connection with its website. As used herein, the term
“Domain Name” shall mean all domain names listed on Schedule T as well as any other present or
future tradenames or domain names which include the Prudential name (or any derivatives thereof)
and/or any other trademarks and service marks owned by Prudential. Franchisor has advised
Franchisee that the Domain Name(s) listed on Schedule I is/are not in compliance with the Identity
Standards. Nevertheless, Franchisece has requested, and Franchisor has reviewed and approved,
Franchisee’s request to continue its use of the Domain Name, subject however, to the terms of this
Agreement.

NOW THEREFORE, in consideration of the foregoing facts and for other valuable
consideration, the receipt and adequacy of which is hereby acknowledged, Franchisor and Franchisee
agree as follows:

1. Capitalized terms as used herein shall be as detined in the Franchise Agreement.

2. Franchisor hereby grants conditional approval to the use by Franchisee of the Domain
Name(s) listed on Schedule I.

3. As a material consideration of Franchisor’s consent hereto, Franchisee agrees to
operate its website(s) in strict accordance with the Franchise Agreement, including but not limited to,
the Identity Standards of Franchisor. Franchisee acknowledges and agrees that any violation of this
paragraph 3 shall constitute a material breach of the Franchisee Agreement and good cause, by
Franchisor, to immediately terminate the Franchise Agreement with no further opportunity to cure.
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4. (a) Franchisee agrees that upon expiration or eariier termination of this
Agreement, as set forth below, it shall transfer and assign any and all of its right, title and interest, in
and to the Domain Name, as well as any website addresses or e-mail addresses which are associated
with the Domain Name and website. In connection therewith, Franchisee shall execute, concurrently
herewith, an assighment (“Assignment”) in the form of Exhibit A, attached hereto and incorporated
herein by this reference, which shall become effective upon the date of the expiration or eariier
termination of this Agreement. In the event that Franchisor and/or Pmdential initiates the transfer of
the Domain Name electronically, Franchisee agrees to unlock, consent to the transfer of, and
otherwise authorize the transfer of the Domain Name to Prudential and its administrative contact,
inet-admin@prudential.com, as directed by Franchisor and/or Prudential. In addition, Franchisee does
hereby irrevocably constitute and appoint Franchisor and/or Prudential Financial and/or Pmdential as
its true and lawful attorney with tull power of substitution for Franchisee and in its name, place and
stead to execute and do all such acts, deeds, assurances, conveyances, transfers, instmments and such
further things and documentation that may be required for the purposes of (i) assigning or transferring
said trademarks or domain names registered by Franchisee; (ii) take all action necessary to establish
ownership and control of the Domain Name together with any e-mail or website addresses associated
with such domain and website as well as (iii) instmcting the Internet Service Provider to purge from
its servers, all Domain Name Server information associated with such domain names being assigned
or transferred.

(b) Franchisor shall hold the Assignment in ttust until such time as the Franchise
Agreement expires or is otherwise terminated. Franchisor shall then date the Assignment and
Franchisor, Pmdential Financial or Pmdential may take whatever steps are necessary to either abandon
the Domain Name or otherwise retain such Domain Name for their own use in their own discretion.

5. Franchisee acknowledges and agrees that Franchisor shall have no obligation to
compensate Franchisee for any monies invested in using or promoting the Domain Name or for
registering and promoting any new domain name, which may become necessary should this
Agreement be terminated.

6. (a) This Agreement shall terminate upon the earlier of (a) notice from Franchisor that
this Agreement is being terminated due to a breach hereof, or (b} the termination of the Franchise
Agreement.

(b} Notwithstanding subparagraph (a) immediately above, Franchisor shall have the
right to terminate this Agreement, without cause, upon thirty (30) days prior written notice.

7. This Agreement will be governed by and construed in accordance with the laws of the
state of California. In addition, the parties submit to the jurisdiction of the appropriate court of Orange
County, Califomia.

8. If any of the provisions of this Agreement are found or deemed by a court of
competent jurisdiction to be invalid or unenforceable, they shall be considered severable from the
Agreement and shall not cause the remainder to be invalid or unenforceable.

9. All notices, request, demands or other communications under this Agreement shall be
given in accordance with Article XIV of the Franchise Agreement.

10. This Agreement supercedes any and all agreements, either oral or written between the
parties hereto. Each party to this Agreement acknowledges that no other representations, inducements,
{
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promises or agreements, including any regarding future idenfity standards, have been made by any
party or anyone acting on behalf of any party.

IN WITNESS WHEREOQF, this Agreement has been entered into as of the date first written

above.
FRANCHISEE: FRANCHISOR:
(Enfity Name), PRUDENTIAL-REALESFATEBRER AFFIEIATES;
a (Entity State) corporation INC.,
a Delaware corporation
By: ' By:
Its: Its: Executive Vice President
and Chief Financial Officer
By: . By:
Its: Its: Vice President, Corporate Counsel
and Assistant Secretary
Wimess:
Witness:
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EXHIBIT A

ASSIGNMENT
The undersigned, , a , doing business as Pmdential
(“Assignor”), whose principal address is , in

consideration of the smn of one dollar ($1.00) and other valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, does hereby, assign and transfer to THE PRUDENTIAL
INSURANCE COMPANY OF AMERICA (“Assignee”)}, whose principal place of business is 751
Broad Street, Newark, New Jersey 07102-3777, any and all worldwide rights, titie and interest in and
to: (1) the trade names, trademarks, service marks and domain name(s) listed on Exhibit A attached
hereto and incorporated herein by this reference as well as (2} any other trade names, trademarks,
servicemarks and domain names used or owned by Assignor which include any name, trademark or
“servicemark owned by Assignee, including but not limited to  “Pmdential” “PRU” and “ROCK
SOLID”; and (3) any e-mail and website addresses associated with such domain name(s). The
aforementioned assignments shall include any and all goodwill associated with Assignor’s uses of said

tradenames, trademarks, servicemarks, domain names and/or e-mail addresses.

Assignor does hereby irrevocably nominate, constimte and appoint Assignee’s Secretary or any
Assignee officer with a title of Functional Vice President or above as the tme and lawful attorney for
Assignor with full power of substitution for Assignor and in its name, place and stead to execute and
do all such acts, deeds, assurances, conveyances, transfers, instmments, and such further things and
documentation that may be required for the purposes of (I) assigning or transferring said tradenames,
trademarks or domain names registered by Assignor; (2) establishing ownership and control of such
domain names together with any e-mail or website addresses associated with such domain names and
website and (3) instmcting the Internet Service Provider to purge from its servers all Domain Name
Server information associated with such domain names being assigned herein.  Assignor hereby
covenants and agrees for the Assignor and Assignor’s successors and assigns to allow, ratify and
confirm whatsoever Assignee shall do or cause to be done by virtue of this power of attommey. The
undersigned also agrees to execute such further documentation as may be required by such registrar in

order to effect and complete said transfer.
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EXECUTED AT this __ day of , 20

{Assignor)

By:

Its:

Signed in the presence of:

Witness

Signed in the presence of

Witness
STATE OF CALFORNIA )
)
COUNTY OF ORANGE }
On , 20 before me, ., Notary Publiﬁ, personally appeared

who proved to me on de basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signamre(s} on the instmment the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY of PERJURY under the laws of the State of Califomia that the foregoing
paragraph is tme and correct,

WITNESS my hand and official seal.

Signature {Seal)

Accepted this day of , 200

The Pmdential Insurance Company of America
{Assignee)

By:

Its: Vice President

¢
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ADDENDUM FOR CALIFORNIA FRANCHISEES
The following specitic disclosures are made to prospective Califomia franchisees:
The cover page is amended by adding the following:

THESE FRANCHISES ARE EXEMPT FROM REGISTRATION UNDER PART 2,
CHAPTER 1., SECTION 31101(a) AND (b) OF THE FRANCHISE INVESTMENT LAW OF
THE STATE OF CALIFORNIA BECAUSE OF PRUDENTIAL-REAL-ESTATE-SQUR NET
WORTH AND EXPERIENCE. IF YOU LEARN THAT ANYTHING IN THIS DISCLOSURE
DOCUMENT IS UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND THE
CALIFORNIA DEPARTMENT OF CORPORATIONS AT ANY OF ITS OFFICES.

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.

With respect to ITEM 17 ofi the Disclosure Document, please note that the Califomia
Business and Professions Code §§ 20000 through 20043 provides rights to the franchisee
concerning termination or non-renewal of a franchise. If the franchise agreement contains a
provision that is inconsistent with the law, the law will control.

Item 17 of the Disclosure Document, and Article 11.02(b) of: the Franchise Agreement
provides for termination upon bankruptcy. This provision may not be enforceable under federal
bankruptcy law (11 U.S.C.A. Section 101 ef seq.)

Also with respect to Item 17 ofithe Disclosure Document, should any party commence an
action or proceeding for the purpose of enforcing or preventing the breach of any provision ofithe
Franchise Agreement, whether by judicial or quasi-judicial action, arbitration, or otherwise or
any appeal, each party shall bear its own costs, including but not limited to its own attoraey's
fees, except for those actions or proceedings, whether quasi-judicial action, arbitration or
otherwise or any appeal, brought for collection of moneys due, enforcement of indemnifications
and/or with regard to the use of the Service Mark, which proceedings or actions, whether by
judicial or quasi-judicial action, arbitration or otherwise, or any appeal, the prevailing party shall
be entitied to collect its fees and expenses, including attomey’s fees from the other party. This
provision may not be enforceable under Califomia law.

Prudontial-Real-Estato-hasWe have granted exclusive territories in-Orango,-Santa-Barbara;
San—-Diego—and—San—Luis—Obispo—Countios—and—portions—of-Los—Angclos—Riverside—San
Besnardino-and-Ventura-Countioswithin_the geographical areas covered by specifically identified
U.S, Postal Zip_Codes (the "Southern Califomia Exclusive Territory") to a large franchisee,
Pickford Realty, Ltd. ("Pickford"), that operates under the tradename, Prudential Califomia



Realty, subject to certain performance requirements. So long as the Southern Califomia
Exclusive Ferritory is in effect, the expansion of the residential brokerage franchise network
within the Southern California Exclusive Ferritory will occur only with the consent of Pickford.
HfiPickford consents to the sale of a new franchise by Prudential Real Estate within the Southem
Califomia Exclusive Ferritory, Prudential Real Estate thereafter pays Pickford an amount equal
to 50% of the Continuing Royalty collected from such new franchisee so long as the Southem
Califomia Exclusive Ferritory remains in effect. Any new franchises granted within the
Southem Califomia Exclusive Ferritory with the consent ofi Pickford will be required thereafter
to get the consent of Pickford to open any new offices or relocate any existing oftices in the
Southem Califomia Exclusive Ferritory so long as the Southem Califomia Exclusive Ferritory
remains in effect. Such consent ofiPickford to open new oftices or relocate existing oftices is in
addition to the consent necessary from Prudential Real Estate in its sole discretion.

The service marks that Pmdontial-Real-Estatowe may license to #sour franchisees in
Califomia to identify the franchised business include the tradename, “Pmdenlial Califomia
Realty.” Throughout Califomia, Prudontial- Real-Estate-oxpoots-that we expect that any permitted
expansion ofi the Network will occur primarily under the common tradename, Prudential
Califomia Realty. Prudential-Real-EstatoWe and Fhe Prudential Insurance Company of America
have used or licensed this tradename for use in Califomia and interstate commerce since 1990,
Buring this period, no claim alleging infringement, unfair competition or similar matter has ever
been raised relating to use ofithis tradename. Fhe registration ofithe name "Prudential Califomia
Realty" was issued on Becember 29, 1998, by the United States Patent and Frademark Office,
registration No. 2,214,283, This registration grants Prudontial-Real-Estatous certain presumptive
legal rights regarding use of the name.

PRUBDENFAL——— ——— REAL—  ESTATE'S— WEBSITE:
httpAAwww-prudontial-com/vicw/pageHidl-22soe=3&name=rcalestato - )

HAS-NOT BEEN-REVIEWED-OR-APPROVED BY-THE-CALIEORNIA-BEPARTMENT-OF
CORPORATIONS——ANY COMPLEAPNTS—CONCERNING—THE—CONTENT—OE—THIS
WEBSITE—MAY —BE—BIRECFED—TO—TFHE—CALIEORNIA—DEPARTMENT—OE
CORPORATIONSAT-WWW-CORP-CA-GOV-




ADDENDUM FOR HAWAII FRANCHISEES
The following specific disclosures are made to prospective Hawaii franchisees:
The cover page is amended by adding the following:

THESE FRANCHISES HAVE BEEN FILED UNDER THE FRANCHISE INVESTMENT
LAW OF THE STATE OF HAWAIL FILING DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF COMMERCE AND
CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF COMMERCE AND
CONSUMER AFFAIRS THAT THE INFORMATION PROVIDED HEREIN IS TRUE,
COMPLETE AND NOT MISLEADING.

THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL
ANY FRANCHISE IN HAWAII WITHOUT FIRST PROVIDING TO THE PROSPECTIVE
FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN (7) DAYS PRIOR TO THE
EXECUTION BY THE PROSPECTIVE FRANCHISEE, OF ANY BINDING FRANCHISE OR
OTHER AGREEMENT, OR AT LEAST SEVEN (7) DAYS PRIOR TO THE PAYMENT OF
ANY CONSIDERATION BY THE FRANCHISEE, OR SUBFRANCHISOR, WHICHEVER
OCCURS FIRST, A COPY OF THE DISCLOSURE DOCUMENT, TOGETHER WITH A
COPY OF ALL PROPOSED AGREEMENTS RELATING TO THE SALE OF THE
FRANCHISE.

THIS DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF CERTAIN
MATERIAL PROVISIONS OF THE FRANCHISE AGREEMENT. THE CONTRACT OR
AGREEMENT SHOULD BE REFERRED TO FOR A STATEMENT OF ALL RIGHTS,
CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF BOTH THE FRANCHISOR AND
‘THE FRANCHISEE.
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ADDENDUM FOR ILLINOIS FRANCHISEES

The Attomey General of Illinois requires the following specific disclosures to be made to
prospective Illinois franchisees:

The cover page is amended by adding the following:

Pmdontial-Real-Estato-isWe ar¢ exempt from registration of the franchise in Illinois because of itsour
net worth and experience.

e THE LAWS OF THE STATE OF ILLINOIS WILL GOVERN THE FRANCHISE
RELATIONSHIP BETWEEN PRUDENTIAL-REAL-ESTATEUS AND YOU.

s ANY MEDIATION, ARBITRATION, OR LITIGATION WILL TAKE PLACE IN COOK
COUNTY, ILLINOIS OR OTHER MUTUALLY AGREEABLE LOCATION IN
ILLINOIS. o ' '

e NO EXCLUSIVE TERRITORY IS GRANTED, EXCEPT UNDER CERTAIN
CIRCUMSTANCES IN PRUDENTIAL—REAL—ESTATE:SQUR DISCRETION.
PERFORMANCE GUIDELINES TYPICALLY REQUIRE ANNUAL INCREASES IN,
OR 'MAINTENANCE OF, YOUR PRODUCTION OR MARKET SHARE. THE
SPECIFIC REQUIREMENTS VARY BASED ON INDIVIDUAL MARKET
CONDITIONS, YOUR EXISTING PRODUCTION AND MARKET SHARE, AND ARE
USUALLY NEGOTIATED (SEE ITEM 12 OF THIS DISCLOSURE DOCUMENT).

1. Concerning Item 12 of the Disclosure Document, please note that the exclusive
territory criteria referred to varies from region to region, but factors which are comsidered by
PrudontialReal-Estateus include the projected market share PrudontialReal-Estate-beliovoswe
believe You should attain in the defined area applicable to You and Your exisfing and projected
market share, Your operational history and business plan, Your existing financial capabilifies and the
backgrounds and business qualifications of Your principals. The level of performance to maintain
territorial exclusivity varies because of different business operations of certain franchisees:

¢ The majority of exclusive contracts are based on maintaining and/or achieving a
designated market share within the exclusive territory over a designated time period.
The market share on current exclusive contracts currently ranges from 0.5% to 40%.

* A few exclusive contracts, primarily with Pmdenfial-Roal-Estate’sour very large
Franchisees, are based on achieving gross revenues. In order to maintain the
exclusive, the gross revenues must be in excess of the total of base year gross
revenues multiplied by a market adjustment rate, further multiplied by real gain
adjustment rates for each year of the exclusive contract.



® In rare situations, the exclusive contract can also be maintained by achieving a
designated number of sales volume transactions, or by attaining a designated number
of franchise sales oftices.

30% of Prudential-Roal—Estate’sour existing Franchisees have achieved these exclusive
territory levels.

2. Please note that the conditions under which the Franchise can be terminated and
Your rights upon non-renewal may be affected by Illinois law, specitically Illinois Revised Statutes
815 ILCS 705/19 and 705/20.

3 Contrary to the facts in the provisions of Section 12.08 of the Franchise Agreement,
Section 27 of the Illinois Franchise Disclosure Act will apply. Therefore, Section 12.08 of the
Franchise Agreement shall read:

“Franchisor and Franchisee agree that no form of action or proceeding permitted hereby will
be maintained by any party to enforce any liability or obligation of the other party, whether arising
from this Agreement or otherwise, unless any Notitication of Dispute required to be delivered under
this Agreement has been delivered in accordance with Section 27 of the Illinois Franchise Disclosure
Act to enforce any liability created by this Act unless brought before the expiration of 3 years after
the act or transaction constituting the violation upon which it is based, the expiration of one year
after the Franchisee becomes aware of facts or circumstances reasonably indicating that he may have
a claim for relief in respect to conduct governed by this Act, or 90 days after delivery to the
Franchisee of a written notice disclosing the violation, whichever shall tirst expire. The foregoing
limitations period shall not apply to those liabilities or obligations discovered as a result of an audit
conducted by Franchisor pursuant to subparagraph 9.10(a). Notwithstanding the foregoing, where
state or federal law mandates or makes possible by notice or otherwise a shorter period, such shorter
period shall apply in all cases, in lieu of the time specitied above.”

4. Contrary to the facts in the provisions of Section 15.01 of the Franchise Agreement,
with regard to legal relations only, the laws of the State of Illinois will govern the franchise
relationship between PrudentialHReal-EstateYou and Youus.

5. Regarding Item 17v. of the Disclosure Document, any provision that designates
jurisdiction or venue in a forum outside of this State is void provided that a franchise agreement may
provide for arbitration in a fomm outside of this State. Therefore, contrary to the provisions of Item
17v. of the Disclosure Document and Section 12.07 of the Franchise Agreement, any litigation will
take place in Cook County, Illinois or other mutually agreeable location in Illinois.

6. Illinois law requires Prudential-Roal-Estateus to give You a copy of this Disclosure
Document 14 calendar days before You sign the Franchise Agreement or any other binding
agreement, or before Prudential-Real—Estato—roccivoswe receive any consideration from You,
whichever occurs tirst.




ADDENDUM TO ILLINOIS FRANCHISE AGREEMENT

Any provision of the Franchise Agreement that designates jurisdiction or venue in a
fomm outside of this State is void provided that a franchise agreement may provide for
arbitration in a fomm outside of this State. Therefore, notwithstanding the provisions of
paragraph 12.07 of the Franchise Agreement, any litigation will take place in Cook County,
Illinois or other mutually agreeable location in Illinois.

Notwithstanding the provisions of paragraph- 12.08 of the Franchise Agreement, any
Notitication of Dispute will comply with Section 27 of the Illinois Franchise Disclosure Act.
Paragraph 12.08 of the Franchise Agreement shall read:

“Franchisor and Franchisee agree that no form of action or proceeding permitted hereby
will be maintained by any party to enforce any liability or obligation of the other party, whether
arising from this Agreement or otherwise, unless any Notification of Dispute required to be
delivered under this Agreement has been delivered in accordance with Section 27 of the Illinois
Franchise Disclosure Act to enforce any liability created by this Act unless brought before the
expiration of 3 years after the act or transaction constituting the violation upon which it is based,
the expiration of one year after the Franchisee becomes aware of facts or circumstances
reasonably indicating that the Franchisee may have a claim for relief in respect to conduct
governed by this Act, or 90 days after delivery to the Franchisee of a written notice disclosing the
violation, whichever shall first expire.”

Notwithstanding the provisions of paragraph 15.01 of the Franchise Agreement, with
regard to legal relations only, the laws of the State of Illinois will govern the franchise
relationship between Franchisor and Franchisee.

Paragraph 15.02 of the Franchise Agreement is hereby deleted in its entirety and replaced
by the following: o

*15.02 Entire Agreement; Modification

This Agreement contains all of the terms and conditions agreed upon by the parties hereto
with reference to the subject matter hereof No other agreements oral or otherwise shall be
deemed to exist or to bind any of the parties hereto and all prior agreements and understandings,
except for or other than those contained in the latest Franchise Disclosure Document received by
Franchisee, are superseded hereby. No ofticer or employee or agent of Franchisor has any
authority to make any representation or promise not contained in this Agreement. Franchisee
agrees that it has executed this Agreement without reliance upon any such unauthorized
representation or promise. This Agreement cannot be modified or changed except by (a) written
instmment signed by all of the parties hereto, or (b) by Franchisor's reduction of the scope of any
of Franchisee's obligations under this Agreement, which may be done without Franchisee's
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consent and which is effective immediately upon notice. The ability of Franchisor to reduce the
scope of any of Franchisee's obligations under this Agreement shall not be interpreted as
according Franchisor any right correspondingly to reduce the scope of any of its obligations
under this Agreement, unless otherwise specitically empowered to do so hereunder.”

DATED: DATED:

FRANCHISOR: FRANCHISEE:

PRUDENTIAE-REAL-ESTATEBRER
AFFIEIATES; INC.

(Company)

By: ‘ By:




ADDENDUM FOR INDIANA FRANCHISEES

. The Indiana Securities Division requires the following specific disclosures to be made to
prospective Indiana franchisees:

The cover page is amended by adding the following:
Indiana Risk Factors:

e ANY LITIGATION ARISING UNDER THE FRANCHISE AGREEMENT WILL
TAKE PLACE IN INDIANA OR OTHER PLACE MUTUALLY AGREED BY
PRUDENTIAL-REAL-ESTATE AND YOU_AND US.

« IN ANY CONFLICT BETWEEN CALIFORNIA LAW AND INDIANA LAW
RESPECTING FRANCHISE REGISTRATION, FRANCHISE DISCLOSURE OR
FRANCHISE RELATIONS, THE LAW OF INDIANA WILL APPLY,

Pradential-Roal-Estate-isWc are exempt from registration ofi the franchise in Indiana because ofi
itsour net worth and experience. If you leamn that anything in this Disclosure Document is
untrue, contact the Federal Trade Commission and the Indiana Securities Commission, 302 West
Washing}on Street, Room E111, Indianapolis, Indiana 46204,

1. Contrary to Item 17 of the Disclosure Document, any litigation arising under the
Franchise Agreement will take place in Indiana or other place mutually agreed by PREAYou and
¥ouus. The rights ofiparties to punitive or exemplary damages in court proceedings and trial by
jury in Indiana are not waived.

2. In the event of any conflict between Califonia law and Indiana law respecting
franchise Tegistration, franchise disclosure or franchise relations, the law ofiIndiana will apply.



AMENDMENT TO FRANCHISE AGREEMENT
FOR INDIANA FRANCHISES

The following provisions establish an amendment to the Franchise Agreement. This
Amendment is incorporated into the Franchise Agreement to the extent the following paragraphs
amend the respective sections of the Franchise Agreement as follows:

1. Notwithstanding the provisions of Sections 12.06 and 12.07 of the Franchise
Agreement, any litigation under the Franchise Agreement will take place in Indiana or other
place mutually agreed by Franchisor and Franchisee.

2. Notwithstanding the provisions of Section 12.07 of the Franchise Agreement, the
rights of parties to (a) punitive and exemplary damages and (b) trial before a jury in court
proceedings will not be waived in Indiana.

3. Notwithstanding the provisions of Section 12.08 of the Franchise Agreement,
Indiana franchisees will have three (3) years in which they may maintain an action to enforce any
liability after discovery of the facts constituting a violation and, no action will be brought by
Franchisor or an Indiana franchisee after a period of two (2) years after the alleged act or
omission has occurred,

4. Notwithstanding the provisions of Section 15.01 of the Franchise Agreement, in
the event of any conflict between California law and Indiana law respecting the franchise
relationship, termination or renewal, franchise registration or franchise disclosure, the law of
Indiana will apply.

DATED: . DATED:
FRANCHISOR: FRANCHISEE:

PRUDENTIAL-REAL-ESTATEBRER
AFFIEIATES; INC.

(Company)

By: By:




ADDENDUM FOR MARYLAND FRANCHISEES

PRUDENTIAL—REAL—ESTATE-ISWE _ARE EXEMPT FROM REGISTERING ITSQUR
- FRANCHISE UNDER THE MARYLAND FRANCHISE LAW. IF YOU FIND THAT
ANYTHING IN THIS DISCLOSURE DOCUMENT IS UNTRUE, PLEASE CONTACT THE
FEDERAL TRADE COMMISSION AND THE MARYLAND DIVISION OF SECURITIES.

Maryland Franchise Law, Md. Bus. Reg. Code Ann. §§ 14-201 et al. (2004 Repl. Vol. and Supp.
2009) requires the following specific disclosures to be made to prospective Maryland
franchisees:

1. Under Maryland Franchise Law, COMAR 02.02.08.10, franchisor shall provide a
Disclosure Document, together with all proposed agreements relating to the sale of the franchise,
to a prospective franchisee at the earlier of the prospective franchisee’s tirst personal meeting
with the franchisor; or ten (10) business days before the signing of the agreement or the payment
of any consideration.

2, Item 17 of the Disclosure Document and Article 11.02(b) of the Franchise Agreement
provide for termination upon bankruptcy. These provisions may not be enforceable under federal
bankruptcy law (11 U.S.C.A. § 101 ez seq.).

2. Contrary to Item 17 of the Disclosure Document, You will have the amount of time
specified by § 14-227 of the Maryland Franchise Registration and Disclosure Law (currently
three years from the date of purchase or grant of the Franchise) in which to bring an action
arising under said § 14-227 of the Maryland Franchise Law.

3. You will receive an accounting of the advertising expenditures on or about March 31 of
each year. If You desire additional information respecting the advertising expenditures, You

should send a written request for information to-Pradontial-Roal-Estatotous.

4. Prudontial-Real-Estato’sQur standard form of Promissory Note is attached as Exhibit G to
the Disclosure Document.
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ADDENDUM TO MARYLAND FRANCHISE AGREEMENT

The following provisions constimte an amendment to the Franchise Agreement. This
Amendment is hereby incorporated into and made a part of the Franchise Agreement to the extent the
following paragraphs amend the respective sections of the Franchise Agreement as set forth below:

1. Notwithstanding the provisions of Sections 15.01, You will have the amount of time
specitied by Section 14-227 of the Maryland Franchise Law which states that any claims arising under
the Maryland Franchise Law must be brought within three (3) years after the grant of the franchise. The
limitation of claims provision shall not act to reduce the three-year statute of limitations afforded a
franchisee for bringing a claim arising under Section 14-227 of the Maryland Franchise Law.

2. Contrary to the provisions of Sections 12.06, 12.07 and Section 15.01 of the Franchise
Agreement, any court proceeding arising under the Franchise Agreement and/or under the Maryland
Franchise Law may take place in the applicable court in the state of Maryland.

3. Maryland Franchise Law Section 14-226 .prohibits a franchisor from requiring a
prospective franchisee to assent to any release, estoppel or waiver of liability as a condition of purchase a
franchise. The parties hereby agree that any such representations contained in the Franchise Agreement,
including without limitation those acknowledgements and representations contained in Section 17.01 of
the Franchise Agreement, are not intended to, nor shall they, act as a release, estoppel or waiver of any
liability incurred under the Maryland Franchise Law.

4. Except as expressly provided herein, the Franchise 'Agreement shall remain unchanged
and shall continue in full force and effect. Wherever the terms of this Addendum to Franchise
Agreement for Maryland Franchisees and the terms of the Franchise Agreement conflict, the terms of this
Addendum shall be deemed to supersede the conflicting terms of the Franchise Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed.

DATED: . DATED: -
FRANCHISOR: FRANCHISEE:

PRUBENHAL-REAL-ESTATEBRER
AFFILIATES; INC.

{Company)

By: By:

By: ' By:
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ADDENDUM FOR MICHIGAN FRANCHISEES

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

Each ofithe following provisions is void and unenforceable ificontained in any documents
relating to a franchise:

(a) A prohibition on the right ofia franchisee to join an association of franchisees.

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver,
or estoppel, which deprives a franchisee of rights and protections provided in this act. This shall
not preclude a franchisee, afier entering into a franchise agreement, from settling any and all
claims.

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

(d) A provision that permits.a franchisor to retiise to renew a franchise without fairly
compensating the franchisee by repurchase or other means for the fair market value at the time of;
expiration of the franchisee's inventory, supplies, equipment, tixtures, and fumishings.
Personalized materials that have no value to the franchisor and inventory, supplies, equipment,
fixtures, and fumishings not reasonably required in the conduct of the franchise business are not

-subject to compensation. This subsection applies only ifi (i) the term ofithe franchise is less than
5 years and (ii) the franchisee is prohibited by the franchise or other agreement from continuing
to conduct substantially the same business under another trademark, service mark, trade name,
logotype, advertising, or other commercial symbol in the same area subsequent to the expiration
of the franchise or the franchisee does not receive at least six (6) months advance notice of: the
franchisor's intent not to renew the franchise.

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

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



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

(i) The failure ofithe proposed transferee to meet the franchisor's then current
reasonable qualifications or standards.

(i)  The fact that the proposed transferee is a competitor ofi the franchisor or
subfranchisor.

(iii)  The unwillingness ofithe proposed transferee to agree in wrifing to comply
with all lawful obligations.

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

(h) A provision that requires the franchisee to resell to the franchisor items that are
not uniquely identified with the franchisor. This subdivision does not prohibit a provision that
grants to a franchisor a right ofi first refusal to purchase the assets ofia franchise on the same
terms and conditions as a bona fide third party willing and able to purchase those assets, nor does
this subdivision prohibit a provision that grants the franchisor the right to acquire the assets ofia
franchise for the market or appraised value of such assets ifi the franchisee has breached the
lawful provisions ofi the franchise agreement and has failed to cure the breach in the manner
provided in subdivision (c).

1 A provision which permits the franchisor to directly or indirecfiy convey, assign,
or otherwise transfer its obligations to-filfill contractual obligafions to the franchisee unless
provision has been made for providing the required contractual services.

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

Any questions regarding this nofice should be directed to:

Michigan Attomey General’s Oftice
Consumer Protection Division

Attn: Franchise Section

525 W. Ottawa Street

Williams Building, 6™ Floor
Lansing, Michigan 48933
(517)373-7117



. ADDENDUM FOR MINNESOTA FRANCHISEES

The Minnesota Department ofi Commerce requires the following specific disclosures to
be made to prospective Mirmesota franchisees:

The cover page is amended by adding the following:

THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE MINNESOTA
FRANCHISE ACT. REGISTRATION DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION OR ENDORSEMENT BY THE COMMISSIONER OF COMMERCE
OF MINNESOTA OR A FINDING BY THE COMMISSIONER THAT THE INFORMATION
PROVIDED HEREIN IS TRUE, COMPLETE OR NOT MISLEADING.

THE MINNESOTA FRANCHISE ACT MAKES IT UNLAWFUL TO OFFER OR SELL ANY
FRANCHISE IN THIS STATE WHICH IS SUBJECT TO REGISTRATION WITHOUT FIRST
PROVIDING TO THE PROSPECTIVE FRANCHISEE, AT LEAST 14 CALENDAR DAYS
PRIOR TO THE EXECUTION BY THE PROSPECTIVE FRANCHISEE OF ANY BINDING
FRANCHISE OR OTHER AGREEMENT, OR AT LEAST 14 CALENDAR DAYS PRIOR TO
THE PAYMENT OF ANY CONSIDERATION, BY THE FRANCHISEE, WHICHEVER
OCCURS FIRST, A COPY OF THIS PUBLIC OFFERING STATEMENT, TOGETHER WITH
A COPY OF ALL PROPOSED AGREEMENTS RELATING TO THE FRANCHISE. THIS
PUBLIC OFFERING STATEMENT CONTAINS A SUMMARY ONLY OF CERTAIN
MATERIAL PROVISIONS OF THE FRANCHISE AGREEMENT. THE CONTRACT OR
AGREEMENT SHOULD BE REFERRED TO FOR AN UNDERSTANDING OF ALL
RIGHTS AND OBLIGATIONS OF BOTH THE FRANCHISOR AND THE FRANCHISEE.

Minnesota Risk Factors:

s ANY COURT PROCEEDING ARISING UNDER THE FRANCHISE AGREEMENT
WILL TAKE PLACE IN THE APPLICABLE COURT IN OR ABOUT
MINNEAPOLIS, MINNESOTA.

« UNDER MINNESOTA STATUTES, §80C.21, SECTION 15.01 OF THE FRANCHISE
AGREEMENT WILL NOT IN ANY WAY ABROGATE OR REDUCE YOUR
RIGHTS AS PROVIDED FOR IN MINNESOTA STATUTES, CHAPTER 80C,
INCLUDING THE RIGHT TO SUBMIT MATTERS TO THE JURISDICTION OF
THE COURTS OF MINNESOTA.

1. Minn. Stat. §80C.21 and Minn. Rule 2860.4400J prohibit Prudontial-Real-Estatous
from requiring litigation to be conducted outside Minnesota. . In addition, nothing in the
Disclosure Document or Franchise Agreement can abrogate or reduce any ofi Your rights as
provided for in Minnesota Statutes, Chapter 80C, or Your rights to any procedure, fomm, or
remedies provided for by the laws ofithe jurisdiction.

§
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2. Contrary to ITEM 13 of the Disclosure Document, Minn. Rule 2860.44001J.
prohibits requiring a franchisee to consent to liquidated damages. To the extent ITEM 13 is
inconsistent with the aforesaidy; the foregoing Minnesota Rule will govern.

3. Concerning ITEM 17 of the Disclosure Document, please note that if You do not
elect to extend Your Franchise for an additional term, You will be.given an opportunity to
operate Your Franchise over a sufficient period of time to enable You to recover the fair market
value of the Franchise as a going concern, as determined and measured from the date of the
failure to renew. Prudential-Real-EstateWe will not refuse to renew a Franchise for the purpose
of converting Your business premises to an operafion that will be owned by Prudential Real
Estateus for itsgur own account.

4, Contrary to the provisions of ITEM 17 of the Disclosure Document, please note
that Pradential-Roal-Estatewe will not terminate the Franchise Agreement without "good cause”
during the term of the initial period or renewal period. For purposes of the Franchise Agreement,
"good cause" means Your failure to substantially comply with the material and reasonable
franchise requirements imposed by Prudential-Real-Estateus including:

(a) Your bankruptcy or insolvency;

(b)  assignment for the benefit of creditors or similar disposition of the assets of the
Franchised Business;

(c) voluntary abandonment of the Franchised Business;

(d) conviction of a plea of guilty or no contest to a charge of violafing any law
relating to the Franchised Business; or

(e) Your act or conduct which materially impairs the goodwill associated with
. Prudential-Real-Estato'sour trademark, trade name, service mark, logo type or other commercial

symbol.

5, Also contfary to the provisions of ITEM 17 of the Disclosure Document,
Minnesota Statutes §80C.14, Subdivision 3, 4 and 5 require, except in certain specified cascs,
that a franchisee be given 90 days notice of termination (with 60 days to cure) and 180 days
notice for non-renewal of the franchise agreement. To the extent the notice provisions of this
Agreement are inconsistent with the foregoing, the aforesaid Minnesota statute will govern.

Contrary to the immediately preceding paragraph, notice of termination or cancellation of
the Franchise shall be effective immediately upon receipt where the alleged grounds for
terminafion or cancellation are:

1) Your voluntary abandonment of the Franchise relationship;



(i)  Your conviction of an offense directly related to the business conducted
pursuant to the Franchise; or ‘

(i)  failure to cure a default under che Franchise Agreement which materially
impairs a goodwill associated with Rrudontial-Real-Estate'sour tradename, trademark, service
mark, logo type or other commercial symbol after You have received written notice to cure at
least 24 hours in advance thereof.

6. Throughout the Disclosure Document consent will not be unreasonably withheld
within the meaning of Section 80C.14 of Minnesota Statutes 1986.

7. In_addition to the specific disclosures required by the Minnesota Department of

mmerce, w¢ make the following di sure to prospec innesota franchisees:




AMENDMENT TO FRANCHISE AGREEMENT
FOR MINNESOTA FRANCHISEES

The following provisions constitute an amendment to the Franchise Agreement. This
Amendment is hereby incorporated into and made a part of the Franchise Agreement to the
extent the following paragraphs amend the respective sections of the Franchise Agreement as set
forth below:

1. Minn. Rule 2860.440], prohibits a franchisee to consent to liquidated damages.
Therefore, for Minnesota franchisees, Section 7.08 ofithe Franchise Agreement is deleted.

2. Notwithstanding the provisions of Section 9.04 ofi the Franchise Agreement,
Minnesota franchisees shall not be required to maintain a minimum balance in the Depository
Checking Account.

3. Notwithstanding the provisions of Sections 11.01, 11.02 and.11.03 of the
Franchisee Agreement, Minnesota Statutes § 80C.14, Subdivision 3, 4 and 5 require, except in
certain specitied cases, that a franchisee be given 90 days notice of termination (with 60 days to
cure} and 180 days notice for non-renewal of the franchise agreement. To the extent, the notice
provisions ofi the Franchise Agreement are inconsistent with the foregoing, the aforesaid
Mimesota statute will govern.

4, Notwithstanding the provisions of Section 12.06, 12.07 and Section 15.01 of the
Franchise Agreement, any court proceeding arising under the Franchise Agreement shall take
place in the applicable court in or about Minneapolis, Minnesota. Further, Minn. Stat. §30C.21
and Minn. Rule 2860.4400J prohibit Franchisor from requiring litigation to be conducted outside
Minnesota. In addition, nothing in the Disclosure Document or Franchise Agreement can
abrogate or reduce any of Your rights as provided for in Minnesota Statutes, Chapter 80C, or
Your rights to any procedure, fomm, or remedies provided for by the laws ofithe jurisdiction.



A 5. Notwithstanding the provisions of Section 12.07 of the Franchise Agreement, the
right to a jury trial will not be waived by Mimmesota franchisees.

DATED: DATED:
FRANCHISOR: FRANCHISEE:
PRUDENFIAL-REAL-ESTATEBRER
AFFIERAFES; INC.

(Company)
By: By:
By: By:




ADDENDUM FOR NEW YORK FRANCHISEES
The cover page is amended by adding the following:

ALTHOUGH THESE FRANCHISES ARE EXEMPT FROM FILING UNDER GENERAL
BUSINESS LAW, ART. 33 OF THE STATE OF NEW YORK, THE NEW YORK STATE
DEPARTMENT OF LAW DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION
OR ENDORSEMENT THAT THE INFORMATION PROVIDED HEREIN IS TRUE. A
FALSE, INCOMPLETE, INACCURATE OR MISLEADING STATEMENT MAY
CONSTITUTE A VIOLATION OF BOTH FEDERAL AND STATE LAW, AND SHOULD BE
REPORTED TO BOTH THE FEDERAL TRADE COMMISSION, WASHINGTON, D.C.,
20580 AND THE NEW YORK STATE DEPARTMENT OF LAW, BUREAU OF INVESTOR
PROTECTION AND SECURITIES, 2 WORLD TRADE CENTER, NEW YORK, NEW YORK
10047.

GENERAL BUSINESS LAW, ARTICLE 33 OF THE STATE OF NEW YORK MAKES IT
UNLAWFUL TO OFFER OR SELL ANY FRANCHISE IN THIS STATE WHICH IS
SUBJECT TO REGISTRATION WITHOUT FIRST PROVIDING TO THE PROSPECTIVE
FRANCHISEE A COPY OF THE DISCLOSURE DOCUMENT, TOGETHER WITH A COPY
OF ALL PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE AT
THE EARLIER OF (a) THE FIRST PERSONAL MEETING BETWEEN THE FRANCHISOR
OR ITS AGENT AND THE PROSPECTIVE FRANCHISEE, (b) AT LEAST TEN BUSINESS
DAYS PRIOR TO THE EXECUTION OF A BINDING FRANCHISE OR OTHER
AGREEMENT OR (c) AT LEAST TEN DAYS PRIOR TO THE RECEIPT OF ANY
CONSIDERATION IN CONNECTION WITH THE SALE OR PROPOSED SALE OF A
FRANCHISE.



ADDENDUM FOR NORTH DAKOTA FRANCHISEES

The Securities Commissioner requires the following specif ¢ disclosures to be made to
prospective North Dakota franchisees:

The cover page is amended by adding the following:

Prudential-Real-Estate-isSWE are exempt from registration of this franchise with the state of North
Dakota because of its net worth and experience. If you leam that anything in this Disclosure
Document is untrue, contact the Federal Trade Commission and the North Dakota Securities
Commissioner, State Capitol Building, Bismarck, North Dakota 58505.

North Dakota Risk Factors:

« THE LOCATION OF MEDIATION OR LITIGATION WILL TAKE PLACE IN
NORTH DAKOTA OR OTHER MUTUALLY AGREED SITE.

« IN THE EVENT OF ANY CONFLICT BETWEEN CALIFORNIA LAW AND
NORTH DAKOTA LAW RESPECTING FRANCHISE REGISTRATION,
FRANCHISE DISCLOSURE OR FRANCHISE RELATION S, THE LAW OF NORTH
DAKOTA WILL APPLY.

1. Contrary to the facts in Item 17 of the Disclosure Document, the location of
mediation will be in the State of North Dakota, or other mutually agreed site. The rights of
parties to punitive or exemplary damages in court proceedings and trial by jury in North Dakota
are not waived.

2. Also contrary to the facts in Item 17 of the Disclosure Document, any litigation
arising under the Franchise Agreement will take place in North Dakota or other place mutually
agreed by Prudential-Real-EstatoY ou and ¥euus. ‘

4. North Dakota Franchisees are not subject to the provisions in Item 17 concerning
limitation of actions.

L3



ADDENDUM FOR OREGON FRANCHISEES

Prudential Real Estate Affiliates, Inc. makes the following specific disclosure to prospective
Oregon franchisees: :

Effective January 21, $998;2009, Prudential Real Estate Affiliates, Inc, granted an exclusive
territory for the State of Oregon to a large franchisee, Phoenix Brokers;_LLC and_Phoenix
Brokers Il LLC, that operates under the tradenarue, Prudential Northwest Properties, subject to
certain performance requirements. So long as the exclusive territory is in effect, Prudential Real
Estate anticipates that expansion of the franchise network within the State of Oregon will occur
only with the consent of Phoenix Brokers;_LLC and Phoenix_ Brokers Il LLC. Within the
Counties of Clackamas, ClatsapClark, Colurubia, Hood-River—LincolnCowlitz, Multnomah,
Tillamook, ‘Wasco~Washington and Yamhill, Phoenix Brokers; LLC and_Phoenix Brokers Il
LLC ruay grant or withhold its consent in its sole and absolute discretion. Within the rest of the
State of Oregon, the consent of Phoenix Brokers; LLC and Phoenix Brokers I LLC ruay not
unreasonably be withheld. If Phoenix Brokers: LLC;.and Phoenix Brokers Il LLC consents to the
sale of a new franchise by Prudential Real Estate_Affilaitcs, Inc.,, Prudential Real Estate
Affilaites, Inc, thereafter pays Phoenix Brokers; LLC and Phoenix_Brokers Il LLC an amount
equal to 50% of the Confinuing Royalty collected from such new franchisee so long as the
exclusive territory remains in effect. Any such new franchises granted in the State of Oregon
after January 21, 1998;2009, with the consent of Phoenix Brokers; LLC and Phoenix Brokers Il
LLC will be required thereafter to get the consent of Phoenix Brokers; LLC and Phoenix Brokers
I LLC to open any new offices or relocate any existing offices so long as the exclusive territory
is in effect. Such consent of Phoenix Brokers;_LLC and Phoenix Brokers Il LLC to open new
offices or relocate existing offices is in addition to the consent necessary from Prudential Real
Estate in its sole discretion.

Existing-Prudontial-Roal-Estate franchisees operating in the State of Oregon prior to January

21, 1998, are not required to get the consent of Phoenix Brokers; LLC and Phoenix Brokers 11
LLC to open or relocate offices within the county or counties in which they already had an office

- or offices on January 21, 1998, but are required to do so outside of such county or counties which
are in Phocxnix Brokers LLC and and Phoenix Brokers Il LLC exclusive territory. Such consent

of Phoenix Brokers; LLC and Phoenix Brokers Il LLC to open new offices or relocate existing
offices is in addifion to the consent necessary froru Prudontial-Real-Estatous in itsour sole
discretion.
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ADDENDUM FOR RHODE ISLAND FRANCHISEES

PRUDENTIAL-REAL-ESTATE-ISWE ARE EXEMPT FROM REGISTRATION OF THIS
FRANCHISE WITH THE STATE OF RHODE ISLAND BECAUSE OF ITS NET WORTH
AND EXPERIENCE. IF YOU LEARN THAT ANYTHING IN THIS DISCLOSURE
DOCUMENT IS UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND THE
DEPARTMENT OF BUSINESS REGULATIONS, SECURITIES SECTION, 233 RICHMOND
STREET, SUITE 232, PROVIDENCE, RHODE ISLAND 02903-4232, THE DEPARTMENT
CHARGED WITH ENFORCEMENT OF THE FRANCHISE AND DISTRIBUTORSHIP
INVESTMENT REGULATIONS OF RHODE ISLAND.

Rhode Island Risk Factors:

EVEN THOUGH THE FRANCHISE AGREEMENT PROVIDES THAT “HOME
STATE” LAW APPLIES, LOCAL LAW MAY SUPERSEDE IT IN YOUR STATE.
PLEASE REFER TO THIS STATE SPECIFIC ADDENDUM FOR DETAILS.

The Department of Business Regulation requires the following specific disclosures to be
made to prospective Rhode Island franchisees:

With respect to Rhode Island franchisees, Item 17 of this Disclosure Document should
state §19-28.1-14 of the Rhode Island Franchise Investment Act provides that “A provision in a
franchise agreement restricting jurisdiction of 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.”

Rhode Island Franchise Investment Act makes it unlawful to offer or sell any franchise in
_ this state which is subject to registration without first providing to the prospective franchisee a
copy of the Disclosure Docurnent, together with a copy of all proposed agreements relating to the
sale of the franchisee at the earlier of the prospective franchisee’s first personal meeting with the
franchisor; or ten (10) business days before the signing of the agreement or the payment of any
considerafion.
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ADDENDUM FOR SOUTH DAKOTA FRANCHISEES
The following is to be distributed to prospective franchisees in the State ofi South Dakota.
The cover page is amended by adding the following:
South Dakota Risk Factors:

» ARBITRATION AND MEDIATION WILL BE CONDUCTED AT A MUTUALLY
AGREED UPON SITE. VENUE FOR CLAIMS ENFORCEABLE UNDER THE
SOUTH DAKOTA FRANCHISE ACT WILL BE IN SOUTH DAKOTA.

e ALL MATTERS REGARDING FRANCHISE REGISTRATION, EMPLOYMENT,

COVENANTS NOT TO COMPETE AND OTHER MATTERS OF LOCAL
CONCERN WILL BE GOVERNED BY THE LAWS OF SOUTH DAKOTA.
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ADDENDUM FOR TEXAS FRANCHISEES

The following specific disclosures are made to prospective Texas franchisees:

1. Pmdontial-Roal-Estate-hasWe have granted exclusive territories in the City-of-Houstons-tho
Counties-of Fort-Bond;-Harris-and-Montgomery;-and-portions-of-tho-Counties of Brazoria, Fort
Bend, Galveston, Harris, Montgomery, Walker and Waller (the "Houston Exclusive Territory") to a
large franchisee, Greater Houston ITI, L.R. (“GARY GREENE”), a Texas corporation that operates
under the tradename, Prudential GARY GREENE, REALTORS®, subject to certain performance
requirements. So long as the Houston Exclusive Territory is in effect, the expansion of the franchise
network within the Houston Exclusive Territory will occur only with the consent of GARY
GREENE. Any new franchises granted within the Houston Exclusive Territory with the consent of
GARY GREENE will be required thereafter to get the consent of GARY GREENE to open any new
oftices or relocate any existing oftices in the Houston Exclusive Territory so long as the Houston
Exclusive Territory remains in effect. Such consent of GARY GREENE to open new oftices or
relocate existing oftices is in addition to the consent necessary from Pmdontial-Real-Estateus in
itsour sole discretion.

2. Under Pmdontial-Real-Estato'sour standard form of franchise agreement, Prudontial Roal
Estate-providoswe provide various forms of training and consulting services and Pmdontial-Real
Estato-collcetswe collect Continuing Royalties from franchisees. In the Houston Exclusive
Territory, Prudential-Roal-Estato-haswe have contracted with GARY GREENE to be an optional
alternate source of certain services to franchisees located within the Houston Exclusive Territory.
Prudontial-Roal-EstateWe may enter into a TLC Amendment with certain franchisees of Prudential
Real-Estatoours within the Houston Exclusive Territory, pursuant to which (1) GARY GREENE
offers certain services to such franchisees; (2) Pmdential-Real-Estatowe no longer isare responsible
for providing training and consulting services to such franchisees; and (3) Pmdontial-Real-Estato
licensoswe license such franchisees to use the common tradename, Pmdential GARY GREENE,
REALTORS. Ifeligible, in Pmdontial-Roal-Estato'sour sole discretion, You may choose to
participate in the TLC Program. Under the TLC Rrogram:

. GARY GREENE provides certain services to You in place of training and consulting
services provided by Pmdontial-Roal-Estatous, and may provide other services at the
discretion of the GARY GREENE.

. The Continuing Royalty rate You pay to Prudontial-Real-Estateus is not changed by your
participation in the TLC Program. Pmdontial-Roal-Estate-hasWe have contracted with
GARY GREENE to provide certain services and You pay no additional service fees to
GARY GREENE for such services. GARY GREENE may charge fees for other optional
services provided.

. You and Pmdontial-Roal-Estatowe enter into both a standard Franchise Agreement and a
TLC Amendment containing terms and conditions of the TLC RBrogram. The TLC
Amendment contains provisions for the reduction of Pmdential-Real-Estato’sour training and
consulting services, licensing of the Prudential GARY GREENE, REALTORS tradename,
default procedures and remedies. Simultaneously with the TLC Amendment, You enter into



a TLC Service Agreement with GARY GREENE, under which GARY GREENE agrees to
provide TLC Services to You.

. Your TLC Amendment will terminate if Your TLC Service Agreement terminates for any
reason, including the expiration or termination of GARY GREENE’s franchise agreement
with Pmdential-Roal-Estatous. If Your TLC Amendment is terminated due to a termination
of Your TLC Service Agreement, Your Franchise Agreement will remain in effect for the
remainder of its term and You will again receive all services from Pmdontial-Real-Estatous.

o If Your TLC Amendment is terminated for any reason, You must stop operating under the
Prudential GARY GREENE, REALTORS tradename immediately. You must then convert
to an alternate tradename acceptable to Prudontial-Roal-Estatous at Your own expense, and
operate under the alternate tradename for remaining term of Your Franchise Agreement.

. Pmdontial-Roal-Estato-assumesWe assume no liability for the actions of GARY GREENE
and deesdo not guarantee satisfactory performance by GARY GREENE. You should make
whatever due diligence inquiry You deem appropriate into the tinancial and operational
status of GARY GREENE and its ability to provide services to You during the term of the
TLC Service Agreement.

. Certain remedies are accorded Pmdontial-Roal-Estatous in the event of default by GARY
GREENE or You under any Service Agreement between You and GARY GREENE. See
Section 3 of the TLC Amendment, page 4. |

GARY GREENE's franchise agreement with Pmdontial-Real-Estatous expires on June 27, 2012,
unless sooner terminated pursuant to its terms. Pmdontial-Roal-Estato-hasW¢ have agreed with
GARY GREENE that if a controlling interest in Pmdential Real Estate Aftilaites, Inc, is transferred
to a third party unaffiliated with-its-parontwithPmdential Financial, Inc., in a private sale, then
GARY GREENE shall have a one-time option to terminate its franchise agreement upon giving
notice within 45 days.

3. Pmdontial-Roal-Estate;-through-its-aftiliate-The Pmdential Real Estate Financial Services of
America, Inc. ("PREFSA™), a former aftiliate of ours, has acquired a minority equity position in
GARY GREENE, in connection with the provision of certain acquisition and operating tinancing
for such-companiosGARY GREENE by PREFSA.



TEXAS
TLC AMENDMENT
TO
REAL ESTATE BROKERAGE FRANCHISE AGREEMENT

THIS TLC AMENDMENT TO REAL ESTATE BROKERAGE FRANCHISE
AGREEMENT (“TLC Amendment”) is entered into as of
20, by and between PRUDENFIAE—REAL-ESTATEBRER AFFILIATES; INC =(é
Prudential Real Fstate Affiliates, Inc.), a Delaware corporation (“Franchisor™) and

, a : proposing to do
business in the State of Texas as Pmdenfial (the
“Franchisee”), with reference to the following facts:

A Franchisor and Franchisee have entered into a Real Estate Brokerage Franchise
Agreement (the “Franchise Agreement™) on , 20 . Initially capitalized
terms not defined herein are used as deﬁned in the Franchise Agreement.

B. The partles agree that the Franchise Agreement is hereby modified as set forth herein, and
that this TLC Amendment constitutes a part of the Franchise Agreement.

C. The parties acknowledge that Franchisee may desire to operate its Franchised Business
using the Area Tradenames (defined below). The Area Tradenames may be licensed to and used
by other franchisees of Franchisor, pursuant to licenses of the Area Tradenames granted to them
by Franchisor. In addition, : (the “Approved Supplier”) does business
under the Area Tradenames. . .

D.  Simultaneously with this TLC Amendment, Franchisee is entering into a TLC Services
Agreement with the Approved Supplier pursuant to which the Approved Supplier will provide
certain services to Franchisee. This TLC Amendment is entered into between Franchisor and
Franchisee to permit the use of the Area Tradenames by Franchisee and allow Franchisee to
receive TLC Services (defined below) from the Approved Supplier, rather than receive the
services from Franchisor referred to in Section 1.1, below, among other things.

IN CONSIDERATION of the covenants contained herein, and other good and valuable
consideration, the receipt of which is hereby acknowledged, the parties agree:

1. TLC SERVICES QUALIFICATION

1.1 Reduction in Franchisor Services.

The Franchise Agreement is hereby modified so that Franchisor shall have no obligation to
provide the services referred to in paragraphs and thereof, enfitled “Staff Training
Courses” and “Continuing Assistance”,




1.2 TLC Services.

Franchisee shall obtain from the Approved Supplier certain services agreed upon by Franchisee
and Approved Supplier. The services Franchisee shall obtain from the Approved Supplier are
referred to as the “TLC Services.” Notwithstanding any other provision in this TLC
Amendment, any right of Franchisor under the Franchise Agreement to control or prescribe, in
whole or in part, the method of operation, the quality standards of the goods or services, or the
marketing plan or system of Franchisee is hereby retained by Franchisor, and Approved Supplier
shall have no right to directly or indirectly control Franchisee in cormection with such matters.

1.3 Qualification.

Franchisor agrees that Franchisee may qualify to receive the TLC Services from Approved
Supplier instead of: the Franchisor services referred to in paragraph 1.1 hereof if, simultaneously
with this TLC Amendment, Franchisee enters into an TLC Service Agreement with the Approved
Supplier, in form and substance safisfactory to Franchisor; and that Franchisee shall remain so
_ qualified for so long as the Approved Supplier does in fact provide to Franchisee the TLC
Services in compliance with the terms ofi the TLC Service Agreement and Franchisee is not in
default of this TLC Amendment.

1.4 Appr(.)val of TLC Service Agreement.

Franchisor acknowledges that the form of TLC Service Agreement between Franchisee and
Approved Supplier, a copy of which has been delivered to Franchisor, is in form and substance
satisfactory to Franchisor.

1.5 Acknowledgment.

Franchisee hereby specifically acknowledges that Approved Supplier is not authorized to offer or
sell franchises, or otherwise participate in any manner in the offer or sale of franchises.
Approved Supplier may solely describe and explain to the prospective franchisee the TLC
Services 1t provides under the TLC Service Agreement. Franchisee further hereby specifically
acknowledges that Approved Supplier is not authorized to take any acfion respecting Franchisor's
rights under the Franchise Agreement.

1.6 Continuing Rovalty,

Franchisee understands and acknowledges that the Continuing Royalties to be paid by Franchisee
under the Franchise Agreement shall not be altered in any manner by this TLC Amendment.



1.7 Limited Exclusivity Agreement of Approved Supplier.

1.7.1 Franchisce acknowledges that Franchisor has granted an exclusive territory (the
“Exclusive Territory”) to Approved Supplier pursuant to the Amendment to
Approved Supplier’s Franchise Agreement with Franchisor, dated . Franchisee
further acknowledges that the Exclusive Territory is subject to various contingencies and
performance requirements and shall only be in effect for the initial term of Approved Supplier’s
Franchise Agreement, and not for any renewal terms, unless separately agreed to by Franchisor
and Approved Supplier at the time of such renewal.

1.7.2 Franchisee understands and acknowledges that all or a portion of its operations and places
of business are located within the Exclusive Territory as of the Effective Dale. Franchisee
understands that, as a result of Franchisee’s location within the Exclusive Territory, any proposed
expansion of the Franchisee within the Exclusive Territory is subject both to the terms of the
Franchise Agreement and the consent of Approved Supplier, so long as the Exclusive Territory is
in effect.

1.7.3 Franchisee acknowledges that the Exclusive Territory only prohibits Franchisor from
licensing any person or entity to use the System by Acting as a Real Estate Broker with respect to
residential real estate transactions from business premises owned or leased by such person or
entity in the Exclusive Territory and does not limit the right of Franchisor within the Exclusive
Territory to use, develop or license rights other than the System, or use or license the Service
Marks for business purposes other than use of the System, including without limitation the
licensing of the Service Marks in comnection with the grant of a commercial only real estate
brokerage franchise.

1.8 Term.

This TLC Amendment shall be effective as of the date hereof and, unless sooner terminated or
suspended in accordance with the provisions hereof, shall expire at the earliest of 1) the date of
termination, or expiration of the initial term, of the Franchise Agreement; 2) the date of
termination, or expiration of the initial term, of Approved Supplier's franchise agreement with
Franchisor, which expires on ,.unless sooner terminated pursuant to its
terms; 3) Approved Supplier's Area Services Agreement with Franchisor, or 4) Franchisee’s TLC
Service Agreement with Approved Supplier.

2. AREA TRADENAMES

2.1 Area Tradenames.

The parties acknowledge that the Service Marks Franchisee is licensed to use on a non-exclusive
basis under paragraph 7.01 of the Franchise Agreement shall include the tradenames
“ " and “Pmdential ”, either alone or together
with other words or designs (the “Area Tradenames”). Franchisee acknowledges that, as between
Franchisee and Franchisor, Franchisor is the sole owner of the rights in the Area Tradenames and

]
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of the goodwill associated therewith, and Franchisee acknowledges that Franchisee has no right,
title, interest or claim of ownership in or to the Area Tradenames other than the license granted in
the Franchise Agreement as modified hereby. Franchisce agrees that all goodwill arising from
usc of the Area Tradenames by Franchisee shall inure to the sole benefit of Franchisor.

2.2 Limited Use.

As provided in paragraphs 7.01 and 3.01 of the Franchise Agreement, Franchisee acknowledges
that it shall not use the Service Marks or the Assumed Name at Locations other than those
authorized under the Franchise Agreement.

3. DEFAULT AND Franchisor REMEDIES
3.1 Defaults.

Any material failure of Franchisee to comply with, observe or perform any of the covenants,
conditions or terms of the Franchise Agreement or this TLC Amendment, and to remedy such
failure within the time allowed to cure such default, if any, under the terms of the Franchise
Agreement, shall constitute a default hereunder.

3.2 Remedies.

Upon the occurrence of a default hereunder, Franchisor shall be entitled to exercise any or all of
the following remedies:

3.2.1 Upon 10 days written notice to Franchisee and Approved Supplier, Franchisor may
suspend all of Franchisee's rights under this TLC Amendment and its TLC Service Agreement to
which Approved Supplier is a party. The term of any such suspension shall be determined by
Franchisor and any suspension may be imposed with or without the agreement of Franchisce or
Approved Supplier.

3.2.2 Upon 30 days written notice to Franchisee and Approved Supplier, Franchisor may
terminate all of Franchisee's rights under this TLC Amendment and its TLC Service Agreement,
with or without the agreement of Franchisee or Approved Supplier.

3.2.3 Nothing in this TLC Amendment shall in any "way restrict, modify or amend the
provisions of paragraph 11.01(b) of the Franchise Agreement, which remain in full force and
effect, and, notwithstanding anything contained hercin to the contrary, upon any default
hereunder, Franchisor shall have the right to exercise any and all remedies available to it at law
or in equity, including without limitation specific performance and damages (including without
limitation direct, indirect, special, incidental or consequential damages), and all rights and
remedies provided herein shall be in addition to and not in substitufion of all other rights and

remedies available to a party at law or in equity. Any exercise of one or more remedies
033111



hereunder by Franchisor shall not be constmed as a waiver of any other remedy and shall not
prevent Franchisor from exercising any other available remedy.

3.3 Effect of Suspension of TLC Amendment and TLC Service Agreement.

In the event that Franchisee’s TLC Amendment and TLC Service Agreement are suspended by
Franchisor, then, upon written notice by Franchisor, Franchisee will no longer be deemed
qualitied to receive the TLC Services, but Franchisor shall continue to have no obligation to
provide the services referred to in Section 1.1, above.

3.4 Effect of Termination of TLC Amendment and TLC Service Agreement.

In the event that this TLC Amendment and the TLC Service Agreement are terminated for any
reason, then upon written notice by Franchisor, I) Franchisor shall again provide the services
referred to in Section 1.1, above, to Franchisee, 2) Franchisee shall cease using the Area
Tradenames and change its Assumed Name immediately at its own expense, and 3) thereafter
Franchisee shall only operate under another Assumed Name acceptable to Franchisor in its sole
and absolute discretion for the remaining term of the Franchise Agreement.

3.5 Limitation on Damages.

In any circumstances in which Franchisee would be entitled to damages of any type arising from
this TLC Amendment, Franchisee hereby agrees that the amount of damages to which it shall be
entitled shall not exceed the Continuing Royalties earned by Franchisor under the Franchise
Agreement during the time period when such damages were incurred.

3.6 No Liability for Conduct of Approved Supplier.

Notwithstanding any other provision of this TLC Amendment and other contracts executed
herewith, Franchisor makes no warranty, representation or other assurance concerning Approved
Supplier’s performance of any contractual or other obligation to Franchisee. In the event of any
breach or claimed breach of Approved Supplier’s contractual or other obligations or duties to
Franchisee, Franchisee agrees that it shall have no claim or remedy for such breach or claimed
breach against Franchisor. Without limiting the generality of the foregoing, the breach or
claimed breach of Approved Supplier’s contractual or other obligations or duties to Franchisee
shall not entitie Franchisee to any right of offset or other relief from Franchisee’s obligations to
Franchisor. -

3.7 No Waiver.

No delay on the part of any party in exercising any remedy, right, power or privilege under this
TLC Amendment or the Franchise Agreement shall operate as a waiver thereof, nor shall any
waiver on the part of any party of any such remedy, right, power or privilege, nor any single or
partial exercise of any such remedy, right, power or privilege, preclude any further exercise
thereof or the exercise of any other such remedy, right, power or privilege. The rights and
remedies herein provided are cumulative and are not exclusive of any rights or remedies that any

party may otherwise have at law or in equity. Any exercise of one or more remedies hereunder
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by Franchisor shall not be constmed as a waiver of any other remedy and shall not prevent
Franchisor from exercising any other available remedy.

4. DUE DILIGENCE

Franchisee hereby represents and warrants to Franchisor that it has carefully read the provisions
of the Addendum for Texas Franchisees included in Franchisor's Disclosure Document
describing the TLC Program and has made whatever due diligence inquiry Franchisee deems
appropriate into the ability of the Approved Supplier to provide TLC Services to Franchisee
during the term of the TLC Service Agreement. Franchisee further represents and warrants that
Franchisor has made no representations to Franchisee respecfing any financial and/or operational
status of the Approved Supplier.

5. GENERAL CONDITIONS

5.1 Enfire Agreement; Modification,

This TLC Amendment contains all of the terms and conditions agreed upon by the parties hereto
with reference to the subject matter hereof No other agreements oral or otherwise shall be
deemed to exist or to bind any of the parties hereto and all prior agreements and understandings
are superseded hereby. No officer or employee or agent of Franchisor has any authority to make
any representafion or promise not contained in this TLC Amendment. TLC agrees that it has
executed this TLC Amendment without reliance upon any such unauthorized representation or
promise. This TLC Amendment cammot be modified or changed except by written instmment
signed by all of the parties hereto. All other terms and conditions of the Franchise Agreement
not specifically modified hereby remain in full force and effect.

5.2 Titles for Convenience.

Paragraph titles used in this TLC Amendment are for convenience only and shall not be deemed
to affect the meaning or constmection of any of the terms, provisions, covenants or conditions of
this TLC Amendment,

5.3 Severability.

Nothing contained in this TLC Amendment shall be constmed as requiring the commission of
any act contrary to law. Whenever there is any conflict between any provisions of this TLC
Amendment and any present or future stamte, law, ordinance, regulation or judicial decision,
contrary to which the parties have no legal right under this TLC Amendment, the latter shall
prevail, but in such event the provision of this TLC Amendment thus affected shall be curtailed
and limited only to the extent necessary to bring it within the requirements of the law. In the
event that any part, Article, paragraph, sentence or clause of this TLC Amendment shall be held
to be indefinite, invalid or otherwise unenforceable, the indefinite, invalid or unenforceable
provision shall-be deemed deleted, and the remaining parts thereof shall continue in full force
and effect.



5.4 No Third-Party Beneficiaries.

This TLC Amendment is not intended to benefit any other persons or entifies except the named
parties hereto and no other person or entfity shall be enfitled to any rights hereunder by virtue of
so-called “third-party beneficiary rights” or otherwise. :

5.5 Counterparts. '

This TLC Amendment may be executed in any number of copies, each of which shall be deemed
to be an original, and all of which together shall be deemed to be one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this TLC Amendment to be
executed on or as of the date indicated above.

DATED: DATED:

FRANCHISOR: FRANCHISEE:

PRUDENTIALREAL-ESTATEBRER
AFFILIATES; INC.

(Company)

By: , By:

By: By:




ADDENDUM FOR WASHINGTON FRANCHISEES

The cover page is amended by adding the following:

Washington Risk Factors:

IN ANY ARBITRATION INVOLVING A FRANCHISE PURCHASED IN
WASHINGTON, THE ARBITRATION 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. THE
LOCATION OF MEDIATION WILL BE IN THE STATE OF WASHINGTON, OR
OTHER MUTUALLY AGREED SITE.

IN THE EVENT OF A CONFLICT OF LAWS, THE PROVISIONS OF THE
WASHINGTON FRANCHISE INVESTMENT PROTECTION ACT, CHAPTER
19.100 RCW WILL PREVAIL.

IT IS UNLAWFUL FOR ANY PERSON TO SELL A FRANCHISE THAT IS
REGISTERED OR REQUIRED TO BE REGISTERED UNDER THIS CHAPTER
WITHOUT FIRST DELIVERING TO THE OFFEREE, AT LEAST TEN BUSINESS
DAYS PRIOR TO THE EXECUTION BY THE OFFEREE OF ANY BINDING

" FRANCHISE OR OTHER AGREEMENT, OR AT LEAST TEN BUSINESS DAYS

PRIOR TO THE RECEIPT OF ANY CONSIDERATION, WHICHEVER OCCURS
FIRST, A COPY OF THE DISCLOSURE DOCUMENT REQUIRED UNDER RCW
19:100:040,19.100.040, WITH ANY ADDITION OR AMENDMENT TO THE
OFFERING CIRCULAR REQUIRED BY RCW 19:100:070;19.100.070, TOGETHER
WITH A COPY OF THE PROPOSED AGREEMENTS RELATING TO THE SALE
OF THE . FRANCHISE.



ADDENDUM TO FRANCHISE AGREEMENT
FOR WASHINGTON FRANCHISEES

The Washington Securities Division requires the following specific disclosures to be
made to prospective Washington franchisees:

Various states, including but not limited to the following, have statutes which may supersede the
Franchise Agreement in Your relationship with the franchisor including areas ofitermination and
renewal ofi Your franchise: ARKANSAS (Ark. Code of 1987 Anno. §§4-72-201 to 4-72-210),
CALIFORNIA (Cal. Bus. & Prof. Code Sections 20000-20043), CONNECTICUT (Conn. Gen.
Stat. Sections 42-133e to 42-133h), DELAWARE (Dela. Code Sections 2551 - 2556), HAWAII
(Haw. Rev. Stat. Section 482E-8), ILLINOIS (815 ILCS 705/19, 705/20); INDIANA (Ind. Code
- Section 23-2-2.7, Sections 1 to 7), IDWA (lowa Code Sections 523H.1 - 523H.17, 537A.10);
LOUISIANA (La. Rev. Stats., fit. 12, oh. 13, Section 1042 and tit. 23, ch. 9, Section 921);
MICHIGAN (MCL Section 445.15627; MSA Section 19.854(27)), MINNESOTA (Minn. Stat, 1996
Section 80C.14), MISSISSIPPI (Miss. Code Sections 75-24-51 to 75-24-63), MISSOURI (Mo.
Rev. Stat. Sections 407.400 to 407.420), NEBRASKA (Neb. Rev. Stat. Sections 8§7-401 to 87-
410), NEW JERSEY (N.J. Rev. Stat. Sections 56:10-1 to 56:10-29), SOUTH DAKOTA (S.D.
Codified Laws Section 37-5A-51), VIRGINIA (Va. Code Sections 13.1-557 to 574, 13.1-564),
WASHINGTON (Wash. Rev. Code Sections 19.100.180 and 19:100.190), WISCONSIN (Wis.
Stat. Sections 135.01 to 137.07), DISTRICT OF COLUMBIA [Code Sections 29-1201 through
29-1208], PUERTO RICO [Annotated Laws Sections 278-278d], VIRGIN ISLANDS [Annotated
Code Sections 130 through 139]. These and other states may have court decisions that may
supersede the Franchise Agreement in Your relationship with the Prudential Real Estate
including the areas of termination and renewal of Your franchise.

In any arbitration involving a franchise purchased in Washington, the arbitration site will be
either in the State ofi Washington, or in a place mutually agreed upon at the time ofi the
arbitration, or as determined by the arbitrator. Contrary to the provisions of Section 12,04 of the
Franchise Agreement, the location of mediation will be in the State of Washington, or other
mutually agreed upon site.

In the event of a conflict of laws, the provisions ofi the Washington Franchise Investment
Protection Act (the “Act”), Chapter 19.100 RCW will prevail.

A release or waiver ofi rights executed by a franchisee will not include rights under the Act
except when executed under a negotiated settlement after the agreement is in effect and where
the parties are represented by independent counsel. Provisions such as those that unreasonably
restrict or limit the statute of limitations 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 Prudential Real Estate’s reasonab]e
estimated or actual costs in effecting a transfer.

DATED: DATED:

FRANCHISOR: FRANCHISEE:

PRUDENHAL-REAL-ESFTATEBRER
AFFILIATES; INC.

(Company)

By: By:




ADDENDUM FOR WISCONSIN FRANCHISEES

The Wisconsin Franchise Investment Division requires the following specific disclosures
to be made to prospective Wisconsin franchisees:

With respect to Item 17 of the Disclosure Document and Section 6.03 of the Franchise
Agreement, please note that the Wisconsin Fair Dealership Law, Chapter 135, Wisconsin
Statutes, supersedes any provisions of the Franchise Agreement, if such provisions are in conflict
with that law.



ltem 23: RECEIPT

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 Prudontiol-Real-Estato-offerswe offer you a franchise, it must provide this disclosure document to
You 14 calendar days before You sign a binding agreement with, or make a payment to, Rrudential
Real-Estatous In connection with the proposed franchise sale.

[Maryland, New York and Rhode Island require that we give you this disclosure document at
the earlier of the first personal meeting or 10 business days before the execution of the
franchise or other agreement or the payment of any consideration that relates to the
franchise relationship.]

[Michigan, Oregon and Washington require that we give you this disclosure document at
least 10 business days before the execution of any binding franchise or other agreement or
the payment of any consideration, whichever occurs first.]

If Prudontial-Roal-Estato-dooswe do not deliver this disclosure document on time or if it contains a
false or misleading statement, or a material omission, 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 identified on Exhibit E.

The name, principal business address and telephone number of each franchise seller offering the
franchise:

Franchisor: Franchise Seller:
Prudontial-Roal-EstotoBRER Affiliates; Inc. Name of Individual negotiating on behalf of
3333 Michelson Drive, Suite 1000 Franchisor:

Irvine, Califomia 92612
{949) 794-7900

Rrudontial Roal-EstatoBRER Afflliates; Inc.
3333 Michelson Drive, Suite 1000

Irvine, California 92612

{949) 794-7900

Issuance Date: July-4;December 14, 2011 -

Prudential-Roal-EstatoBRER Affiliates Inc. authorizes the respective state agencies identified on
Exhibit F to receive service of process for it in the particular state.

RREA-FDD 86444121411




-I have received a disclosure document issued 2011 that included

the following E xhibits:

Exhibit A Franchise Agreement and Exhibits

Exhibit B Financial Statements

Exhibit C Franchisees as of 12/31/2010

Exhibit D Former Franchisees

Exhibit E State Administrators

Exhibit F Agents for Service of Process

Exhibit G Form of Promissory Note and Franchise Term Note

Exhibit H Operations Manual Table of Contents

Exhibit | State Laws Requiring Licensing of Real Estate Brokers and Agents

Exhibit J Agreement Regarding Use of Domain Name

Exhibit K State Disclosure Addenda and Franchise Agreement Riders
Date Signature Printed Name
Date Signature Printed Name

Please sign this copy of the receipt, date your signature, and return it to Prudontial-Roal
EstateBRER Affiliates Inc., 3333 Michelson Drive, Suite 1000, lrvine, California 92612.
This disclosure document is also available in PDF format on our website,
www.prea.prudential.com.

RREA-FDD 084714121411



