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CARING PEOPLE. SHAPING FUTURES,

omparny

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Cornwell Quality Tools Company:

We have audited the accompanying financial statements of Cornwell Quality Tools Company (the
“Company”), which comprise the balance sheets as of December 31, 2013 and 2012, and the related
statements of operations, changes in shareholders’ equity, and cash flows for the years then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits, We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial staterments.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
cur audit opinion,

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Cornwell Quality Tools Company as of December 31, 2013 and 2012, and the results of

its operations and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.
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CORNWELL QUALITY TOOLS COMPANY

BALANCE SHMEETS
December 31, 2013 and 2012

ASSETS

Current assets;
Cash and cash equivalents
Accounts receivable, trade, net
Notes receivable, net
Finance receivables, net
Inventories
Prepaid expenses and other assets
Deferred income tax benefit

Total current assets

Notes receivable, net of current portion
Finance receivables, net of current portion
Restricted cash and investments

Property, plant and equipment, net

Other assets

LIABILITIES AND SHAREHOLDERS' EQUNTY

Current liabilities;
Accounts payable
Current maturities of capital lease obligation
Accrued expenses
Accrued taxes

Total current liabilities
Line of credit, bank
Capital lease obligation, less current maturities
Deferred compensation

Total Habilities

Shareholders’ equity

2013 2012
$ 1,287,954 $ 26,993
5,705,185 4,466,254
1,213,626 1,162,323
8,058,964 7,784,850
7,713,468 6,279,206
639,054 484,564
2,281,000 1,986,000
26,899,251 22,190,190
6,778,677 6,867,246
20,779,724 18,330,872
334,299 377,125
1,128,069 1,080,141
1,893,777 1,503,599
$ 57,813,797 $ 50,349,173
$ 5,055,628 $ 3,516,416
80,000 .
1,594,030 1,528,605
833,639 238,963
7,563,297 5,283,984
- 2,396,467
240,000 -
1,358,928 1,312,272
9,162,225 8,992,723
48,651,572 41,356,450

S 57,813,797

S 50,349,173

The accompenying notes are an integral part of these financial statements.



CORNWELL QUALITY TOOLS COMPANY

STATEMENTS OF OPERATIONS

for the years ended December 31, 2013 and 2012

MNet sales
Cost of goods sold
Gross profit

Expenses:
Shipping
Selling
General and administrative

Total expenses
income before financing operations

Financing operations:
Revenues
Expenses

income from financing operations
income from operations

Other income (expense):
Other finance charges
Other income
Employee appreciation gift
Bad debt expense, net
interest expense, net
Emplovee stock ownership plan contribution

Other expense, net

income before taxes

Provision for income taxes

Netincome

2013 2012
$100,362,467  $ 93,363,460
71,106,156 66,185,782
29,256,311 27,177,678
1,933,989 1,977,915
10,723,718 9,792,747
6,316,240 6,391,410
18,973,947 18,162,072
10,282,364 9,015,606
6,951,262 6,340,557
4,954,912 4,526,683
1,996,350 1,813,874
12,278,714 10,829,480
747,994 762,137
653,103 595,620
(192,144) (211,410)
(698,831) (1,149,490}
(35,314) (25,567
(896,298) (1,300,000)
(421,540} (1,328,710)
11,857,174 9,500,770
4,089,000 3,087,000
S 7,768,174  $ 6,413,770

The accompanying notes are an integral part of these financial statements.
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CORNWELL QUALITY TOOLS COMPANY

STATEMENTS OF CASH FLOWS
for the years ended December 31, 2013 and 2012

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers and employees
Cash paid to related party
interest paid, net
Income taxes paid

Net cash provided by operating activities

Cash flows from investing activities;
Finance receivables originated
Finance receivables repaid
Purchase of restricted cash and investments
Capital expenditures

Net cash used by investing activities

Cash flows from financing activities:
MNet repayments on line of credit, bank
Repayments of capital leaseé obligation
Purchase of treasury shares by ESOP
Cash dividends paid

Net cash used by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of vear

Cash and cash equivalents, end of year

Supplemental disclosure:
Mon-cash transactions:

Activity related to dealer incentive program affecting
inventory, accounts receivable and other assets

Software license financed through a capital lease agreement

2013 2012
$ 110,268,474 $103,824,333
{95,397,879) (91,060,541)
(445,788) (445,788)
(50,535) (110,841)
(3,717,000) (3,302,000)
10,657,272 8,905,163
(21,607,777) (20,445,124)
15,536,549 14,326,821
42,826 (2,965)
(318,390) (191,200}
(6,346,792) (6,312,468)
(2,396,467) (1,686,802)
(180,000) -
296,298 -
(769,350) (1,179,668)
(3,049,519) (2,866,470)
1,260,961 (273,775)
26,993 300,768
$ 1,287,954 g 26,093
$ 118,889 $ 108,889
$ 500,000 S -

The accompanying notes are an integrol part of these financiol statements.



CORNWELL QUALITY TOOLS COMPANY

STATEMENTS OF CASH FLOWS, Continued
for the years ended December 31, 2013 and 2012

Reconciliation of net income to net cash
provided by operating activities:
Net income

Adjustments to reconcile net income to net
cash provided by operating activities:
Provision for finance credit losses
Proviston for uncollectible accounts and notes receivables
Change in notes receivable allowance
Change in LIFO reserve
Depreciation and amortization
Deferred income taxes
{Increase} decrease in operating assets:
Accounts receivable, trade
Notes receivable
Notes receivable, employee
inventories
Prepaid expenses and other assets
Cash surrender value of officer's life insurance policies
Increase (decrease) in operating liabilities:
Accounts payable
Accrued expenses
Accrued taxes
Deferred compensation

Total adjustments

Met cash provided by operating activities

2013 2012
$ 7,768,174 $ 6,413,770
3,411,000 2,996,000
873,881 1,149,490
175,000 -
146,006 99,763
517,268 447,590
(291,000) (383,000)
(2,069,618) (620,821)
(137,734) 339,892
- 47,488
(1,795,268) 329,826
(154,490) (204,624)
(31,916) 8,776
1,539,212 (1,415,218)
65,425 34,608
594,676 (343,695}
46,656 5,318
2,889,098 2,491,393
$ 10,657,272 $ 8,905,163

The accormpanying notes are an integrol port of these financial staterents.



CORNWELL QUALITY TOOLS COMPANY

NOTES 7O FINANCIAL STATEMENTS
for the vears ended December 31, 2013 and 2012

1. Summary of Significant Accounting Policies:

Nature of Operations — Cornwell Quality Tools Company (the “Company”) is a manufacturer and
distributor of hand-held tools and other related products for mechanics, primarily in the
automotive business. The Company sells its products to independent dealers and other industrial
users throughout the United States and parts of Europe. Purchased parts account for
approximately 92% of sales in 2013 and 2012. The Company maintains manufacturing facilities in
Ohio and Pennsylvania and distribution centers in Ohio and Utah.

Cash and Cash Equivalents — For purposes of the statements of cash flows, cash and cash
equivalents include cash on hand, cash held in banks and all highly liquid investments purchased
with maturities of three months or less.

The Company maintains its cash and cash equivalents with banks, which, at times, may exceed
federally insured limits. The Company has not experienced any significant losses in such accounts.
Management of the Company believes it is not exposed to any significant credit risk on its cash and
cash equivalents,

Restricted Cash and Investments — The Company designated cash and investments to be used at a
future date for the purpose of funding a portion of the deferred compensation liability. Cash and
investments have been deposited in a separate account during 2013 and 2012.

Accounts Receivable - The Company extends unsecured credit to its customers during the ordinary
course of business but mitigates the associated risk by performing ongoing credit evaluations and
actively pursuing past due accounts. Trade accounts receivable are stated at the amount
management expects to collect from outstanding balances. Management provides for probable
uncollectible accounts through a charge to earnings and a credit to the allowance for doubtful
accounts based on its assessment of the current status of individual accounts. Balances that are
still outstanding after management has used reasonable collection efforts are written off through a
charge to the allowance and 3 credit to trade accounts receivable.

Notes Receivable — During the ordinary course of business customers may refinance their trade
accounts receivable and create an installment loan. These loan terms are from one to five years
with payments due weekly ranging between $100 and $480 including interest ranging between
10% and 17%. Interest is recorded on the loans as payments are received. Management provides
for probable uncollectible accounts through a charge to earnings and a credit to the allowance for
doubtful accounts based on its assessment of the current status of individual accounts.

Receivables are considered to be past due based on the various contractual terms,

Finance Receivables - Finance receivables, that management has the intent and ability to hold for
the foreseeable future or until maturity or payoff, are reported at their cutstanding unpaid
principal balances reduced by any charge off ar specific valuation accounts and net of any deferred
fees or costs on originated loans,



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 2013 and 2012

Summary of Significant Accounting Policies, Continued:

Finance Receivables, Continued ~ Allowance for loan losses is increased by charges to income and
decreased by charge-offs (net of recoveries). Management’s periodic evaluation of the adeqguacy of
the allowance is based on the Company’s past loan loss experience, known and inherent risks in
the portfolio, adverse situations that may affect the borrower’s ability to repay, the estimated
value of any underlying collateral and current economic conditions. Commercial loans are charged
off when they are one hundred twenty days contractually past due.

From time to time, the Company sells finance receivables that have been previously charged off.
Proceeds from sales of the loans were $72,919 in 2013 and $69,114 in 2012, and is included in the
income from financing operations in the statements of operations.

Inventories ~ Inventories are valued at the lower of cost or market with cost determined by the
fast-in, first-out (LIFO) method. If the first-in, first-out (FIFO) method was used to value inventories,
reported inventories would have been increased by $2,150,622 and $2,004,616 at December 31,
2013 and 2012, respectively, and net income after taxes would have been increased by $96,006 in
2013 and 565,763 in 2012.

Property, Plant and Equipment — Property, plant and equipment are recorded at cost. Major
additions and improvements are charged to the property accounts while replacements,
maintenance, and repairs which do not improve or extend the lives of the respective assets, are
expensed currently. When property is retired or otherwise disposed of, the cost of the property is
removed from the asset account, accumulated depreciation is charged with an amount equivalent
to the depreciation provided, and any resulting gain or loss is charged or credited to operations.

Depreciation has been provided using the straight-fine method over the estimated useful lives of
the assets as follows:

Buildings and improvements 4 to 35 years
Machinery and equipment 5 to 20 years
Office furniture and fixtures 3 to 10 years
Transportation equipment 3 to 5 years

Depreciation expense totaled 5270,462 in 2013 and $299,817 in 2012,

Amortization ~ Deferred incentive expense for the special dealer program is amortized on a
straight-line basis over a 36 month period. The amortization expense totaled $146,806 in 2013
and 5147,778 in 2012,



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 2013 and 2012

Summary of Significant Accounting Policies, Continued:

Use of Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. While actual results could differ
from those estimates, management does not expect those differences to be significant to the
financial statements.

income Taxes —The Company accounts for uncertsinties in income taxes in accordance with
accounting principles generally accepted in the United States of America, which provides for
financial statement recognition and measurement of tax positions taken or expected to be taken in
tax returns that have a greater than 50% chance of not being allowed under examination. No such
positions have been recorded in the December 31, 2013 and 2012 financial statements. If such
positions were taken, the resulting interest and penalties would be recognized as income tax
expense,

As of December 31, 2013, the Company’s federal income tax returns are subject to examination by
the Internal Revenue Service for the years 2010 and thereafter. The Company also files tax returns
in 38 states with the most significant being California, Ohio, Pennsylvania, Texas, and Utah. The
Company's state tax returns are open to examination for the tax years 2009 and thereafter.

Income Recognition — Revenues are recognized at the time the product is shipped to the customer.
Interest income from finance receivables is recognized using the interest {actuarial] method.
Accrual of interest income on finance receivables is suspended when a loan is contractually
delinquent for one hundred twenty days or more. The accrual is resumed when the loan becomes
contractually current, and past-due interest income is recognized at that time,

Returned Goods ~ The Company sells both manufactured tools and products purchased from other
manufacturers. For purchased products, it is the Company's policy to extend the full
manufacturer's guarantee to the Company's customers. For manufactured items, the Company
will, at its sole discretion, replace or repair an item if it is determined that the item has not given
the user a fair value in terms of length of useful life. This policy is considered a promotional
expense that generates goodwill with the customer and, as consistent with standard practices in
this industry, these amounts are charged to expense as incurred.

Concentrations of Credit Risk ~ The Company performs ongoing credit evaluations of its customers
and generally requires collateral only on receivables with extended credit terms. The Company
maintains reserves for potential credit losses and such losses have been within management's
expectations.

Advertising — Direct-response advertising primarily consists of the Company's catalog, bulleting,
fiyers, and advertising in national publications for the Company’s products. Advertising expense
was 5786058 in 2013 and $641,8%4 in 2012,



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 2013 and 2012

Summary of Significant Accounting Policies, Continued:

Fair Value — The Company applies fair value measurements in accordance with accounting
principles generally accepted in the United States of America, which establishes a framework for
measuring fair value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements)
and the lowest priority to unobservable inputs (Level 3 measurements),

included in Restricted Cash and investments on the balance sheets, are money market funds with a
fair value of $334,299 at December 31, 2013 and money market funds and annuity contracts with a
fair value of $377,125 at December 31, 2012. These investments and contracts are measured on a
Level 1 basis at December 31, 2013 and a Level 2 basis at December 31, 2012 as defined by
accounting principles generally accepted in the United States of America.

Reclassifications — Certain reclassifications have been made to the 2012 financial statements {0
conform with the 2013 presentation,

Subsequent Events — Management of the Company has evaluated subsequent events through
March 24, 2014, the date which the financial statements were available to be issued.

Changes in the Valuation Allowance for Trade Accounts Receivable and Notes Receivable:

Changes in the valuation allowance for trade accounts receivable and notes receivable were as
follows at December 31:

2013 2012
Balance, beginning of year 5 150,000 5 150,000
Provision for bad debts 873,881 1,149,490
Write-offs {775,332} {1,180,276)
Recoveries 76,453 30,786
Balance, end of vear 325000 5 150,00

The allowance for doubtful accounts is presented net in the Company’s financial statements as
follows at December 31:

2013 2012
Accounts receivable, trade 5 75,000 S 75,000
Jotes receivable 250,000 75000
1

-10-



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 2013 and 2012

3. Finance Receivables:

The Company engages in providing commercial financing services through purchasing receivables
from tool dealers wishing to provide financing to their customers. The Company’s finance
receivables, which are comprised primarily of contracts with a maximum of 48 monthly
installments, are as follows at December 31

2013 25812
Finance receivables $ 35,209,986 $ 31,740,492
Deductions:
Reserve for finance credit losses {3,340,000) {2,866,000)
Deferred revenue (3.031,298) {2 758.770)
28,838,688 26,115,722
Less current maturities 8,058,964 7,784 850
Long-term finance receivables $.20,779.724 $..18,330

On December 31, 2013 contractual maturities of finance receivables were as follows:

2014 $ 13,061,346
2015 11,614,777
2016 7,909,130
2017 2,496,068
2018 128,665

Current maturities of finance receivables as reported on the balance sheet consist of gross
receivables of $13,061,346 less the reserve for finance credit losses of $3,340,000, less the current
portion of deferred revenue of $1,662,382,

Itis the Company’s experience that a substantial portion of the commercial loan portfolio generally
is renewed or repaid before the contractual maturity dates. The above tabulation, therefore, is not
regarded as a forecast of future cash collections. Cash collections of principal amounts of
commercial loans totaled $15,536,549 in 2013 and $14,326,821 in 2012 and the ratios of these
cash collections to average principal balances were approximately 46% in 2013 and 48% in 2017,

~11-



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
for the years ended Dacember 31, 2013 and 2012

3. Finance Receivables, Continued:
Changes in the allowance for credit losses for finance receivables were as follows:
2013 2012
Balance, beginning of year S 2,866,000 $ 2,547,000
Provision for credit losses 3,411,000 2,996,000
Loans charged off {3,405,000) {3,235,000)
Recoveries 468,000 558,000
Balance, end of year $..2.340000 S 2,866,000
4. Credit Quality of Finance and Notes Receivables:

The Company actively monitors the credit quality of finance and notes receivables by performing
credit worthiness analysis at the borrowing date, and at predetermined intervals throughout the
time finance and notes receivables are outstanding. Credit for purchases under notes receivable is
granted based on a review of the customer’s Beacon credit score. Credit for purchases under
finance receivables is granted based on an internally developed scoring method termed a
Scorecard. The Scorecard was initially developed in lune 2004 and has been revalidated in
September 2008 and 2012. The scorecard takes into account various credit guality indicators such
as job history, public record information, collections, and prior delinquent accounts and then
assigns a weighted score which is used in determining the customer’s credit. Before June 2004, the
Company granted credit based on a customer’s Beacon score or internally determined Blue Ribbon
rating. The finance receivables and notes receivable balanices are based on the following credit
quality indicators at December 31;

2013 2012
Motes receivable:
Beacon score > 650 S 8242303 S 8104569
Finance receivables:
Beacon score S -5 897,803
Blue Ribbon rating 694,965 749,241
Seorecard:
415 - 419 - High risk 1,085,662 1,261,410
420-429 2,802.976 1,642,469
430 - 439 4,756,976 4,105,624
440 - 449 7,568,539 6,874,243
450 - 4549 5,308,129 5,422,801
»= AG0 - Low risk 11,991,734 10,786,901
Subtotal scorecard 34,515,021 30,093 448
Total finance receivables 5 31,7404




CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
for the years ended December 31, 2013 and 2012

4. Credit Quality of Finance and Notes Receivables, Continued:

An aging analysis of the finance and notes receivables portfolio, based on customer repayment

status is as follows at December 31:
Notes receivable:
Current
Tatal notes receivable
Finance receivables:
Current
30-59 days past due
60-89 days past due
Greater than 90 days past due

Total finance receivables

5.  inventories:

inventories consist of the following at December 31:

Raw materials
Work in process
Finished goods

Less LIFO reserve

2013 2012
S 8242303 S 8104569
$ 8242303 5 8
$ 32,983,546  $ 29,527,422
980,905 1,113,898
745,259 650,511
500,276 448 661
$ 35209986 S 31740492
2013 2012
$ 219,330 $ 187,758
1,063,971 1,046,266
8,580,789 7,049,798
9,864,090 8,283,822
2,150,622 2,004,616
$ 7,713,468 S 6,279.206

13-



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued

for the vears ended December 31, 2013 and 2012

6.

7.

Property, Plant and Equipment:

Property, plant and equipment consist of the following at December 31:

Land

Buildings and improvements
Machinery and equipment
Office furniture and fixtures
Transportation equipment
Construction in progress

Less accumulated depreciation

Property, plant and equipment, net

Other Assets:

Other assets consist of the following at December 31:

Cash surrender value of officer’s life insurance
policies

Program costs for financing division

Deferred incentive expense for special dealer program,
net of amortization of $1,002,500 in 2013 and
5974583 in 2012

Software license agreement, net of accumulated
amortization of $100,000 in 2013

Deferred income tax benefit

2013 2012
5 11,948 & 11,949
1,419,838 1,414,520
3,893,405 3,759,288
2,852,601 2,870,965
85,670 85,670
194,259 96,940
8,557,722 8,239,332
7,429,653 7,159,191
S 1128069 S 1080141

2013 2012

S 639527 § 607611
54,861 117,599
116,389 91,389
400,000 -
683,000 687,000
92 777 1,502 5499

14



CORNWELL QUALITY TOOLS COMPANY

MOTES TO FINANCIAL STATEMENTS, Continued

for the vears ended December 31, 2013 and 2012

8.

Financing:

in August 2011, the Company entered into a line of credit agreement with a bank. Under the terms
of the agreement, the Company can borrow the lesser of $8,000,000 or the borrowing base,
collateralized by substantially all owned assets of the Company. The agreement, which expires July
31, 2015, requires monthly interest payments at the daily London Interbank Offered Rate (LIBOR)
plus 1.75 percent (0.17 % at December 31, 2013). The line of credit agreement contains various
covenants, the most restrictive of which requires the Company to maintain a minimum level of
fixed charge coverage. There were no advances outstanding at December 31, 2013. Advances
outstanding at December 31, 2012 totaled $2,396,467.

Leases:

The Company leases from unrelated parties various equipment and facilities under cancelable and
non-cancelable operating leases with terms varying from less than one year to five years. Rent
expense for these leases totaled approximately $390,047 in 2013 and $406,650 in 2012. The
following is a schedule of future minimum lease payments for operating leases with remaining
terms of one year or more:

2014 $ 308,313
2015 262,488
2016 207,786
2017 114,70%

5....894288

The Company leases its warehouse and office facilities in Wadsworth, Ohio from a related party.
The Company pays all insurance and operating costs associated with the real estate. The Ohio
leases have remaining terms of five years, Rent payments for these facilities totaled $445,788 in
2013 and 2012. The following is a schedule of future minimum lease payments for these leases
with remaining terms of one year or more:

2014 s 445,788
2015 419,450
2016 288,000
2017 264,000

2141727



CORNWELL QUALITY TOOLS COMPANY

MOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 2013 and 2012

9. Leases, Continued:

In January 2013, the Company entered into a five year software license agreement through
December 31, 2017 that will be treated as a capital lease. The terms of the agreement called for an
initial payment of $100,000 due in January 2013, five annual payments of $80,000 due in January
of each year, and sixty monthly payments of $26,450. The Company will recover a significant
portion of the $26,450 monthly payment from its dealers by charging them a monthly service fee.

As shown in Note 7, the software license is recorded in other assets and is being amortized over
five years. Amortization expense totaled $100,000 in 2013.

Future minimum payments under the capital lease are as follows:

2014 $ 80,000
2015 80,000
2016 80,000
2017 80,000
Total minimum lease payments 320,000
Less current maturities of capital lease obligation 80,000
Long-term capital lease obligation S 240,000

10, Income Taxes:

The net income tax provision is comprised of the following:

2013 2012
Current tax provision S 4,380,000 S 3,470,000
Deferred tax benefit {291.000) {383,000}

$...4.085,000 S 3,087,000

The difference between the effective tax rate for financial reporting and the federal statutory tax
rate is due to other taxable income not included for financial reporting purposes.

16~



CORNWELL GUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued

for the years ended December 31, 2013 and 2012

10, Income Taxes:

Deferred income taxes are provided for the temporary differences between the financial reporting
basis and the tax basis of the Company’s assets and liabilities. The tax effects of temporary
differences that give rise to significant portions of deferred tax assets {liabilities) consist of the
following:

2013 2012
Accounts and finance receivable allowance S 1,334,000 § 1,132,000
inventory 85,000 87,000
Accumulated depreciation on property {226,000) {148,000}
Start up fees, financing division {18,000} {40,000)
Liabilities and reserves 863,000 768,000
Deferred compensation 462,000 446,000
Deferred income 465,000 428,000

Total deferred tax gsset

i1

These amounts have been presented in the Company’s financial statements, as follows:

2013 2012
Current deferred tax asset S 2,281,000 $ 1,986,000
Noncurrent deferred tax asset 683.000 6587.000
Total S...2.964,000 S 2673000

Retirement Plans:

The Company maintains a profit sharing plan covering substantially all salaried and hourly
employees, having at least one year of service with the Company and attalning a certain age
requirement. The amount of the contribution each year is at the sole discretion of the Board of
Directors of the Company limited by Internal Revenue Service restrictions. There were no profit
sharing contributions made to the plan in 2013 and 2012. The Plan includes 401{k} provisions.
Under these provisions, employees may elect to contribute a portion of their compensation on a
tax-deferred basis within the guidelines prescribed by the Internal Revenue Code. The Company
may also make discretionary contributions to the plan each year. There were no discretionary
contributions made to the plan in 2013 and 2012,

The Company also has deferred compensation agreements with three officers that provide for
continuation of a portion of the officers’ salary subsequent to retirement until death. it also
provides for payments to beneficiaries in the event of death. The Company is funding, through a
life insurance policy with a major life insurance carrier and by restricting cash and investments, an
amount necessary to approximate the liability at retirement. Expenses related to these agresments
were 5176,313 in 2013 and 85,218 in 2012,

17



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued

for the vears ended Decemnber 31, 2013 and 2012

12,

13,

14,

15,

Emplovee Stock Ownership Plam:

The Company established an employee stock ownership plan (ESOP) during 1998 with a
contribution of 1,064 treasury shares, valued at S608 per share. The ESOP covers substantiaily all
salaried and hourly employees, who have obtained at least 1,000 hours of service. The
contributions are determined at the sole discretion of the Board of Directors of the Company
limited by Internal Revenue Service restrictions. Under the provisions of the ESOP, terminated
participants may require the Company to repurchase their vested shares at fair market value. The
ESOP purchased 59 shares of treasury stock during 2013 at $5,022 per share. The shares were
valued in treasury at the cost value of $2,883 per share, with the difference between the fair value
paid and the cost basis recorded as additional paid-in capital. As of December 31, 2013, the ESOP
held 1,757 shares of stock, which are all allocated and valued at $5,022 per share. ESOP
compensation expense was 896,298 in 2013 and 51,300,000 in 2012,

Contingencies:

During the normal course of business, the Company is involved in routine legal matters that
management intends to aggressively defend. Management believes the likelihood of any material
adverse outcome to be remote,

The Company’s past and present daily operations include activities which are subject to federal and
state environmental regulations. Compliance with these regulations has not had, nor does the
Company expect such compliance to have, a material effect upon net income, financial condition
or competitive position of the Company.

Maijor Suppliers:
Purchases from the Company’s two largest suppliers accounted for approximately 30% of

purchases during 2013, and purchases from the Company's largest supplier accounted
approximately 20% of purchases during 2012,

Belated Party Transactions:

The Company leases facilities under operating leases from a related party as described in Note 9.

-18-



CARING PEOPLE, SHAPING FUTURES.

INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTAL INFORMATION

The Board of Directors of
Cornwell Quality Tools Company:

We have audited the basic financial statements of Cornwell Quality Tools Company as of and for the YRS
ended December 31, 2013 and 2012 and our report thereon dated March 24, 2014, which expressed an
unmodified opinion on those financial statements, appears on page 1. Our audits were conducted for the
purpose of forming an opinion on the financial statements taken as a whole. As discussed in Note 1 to the
financial statemaents, the Company prepares its basic financial statements using the last-in, first-out (LIFO)
method to value inventories. The accompanying additional schedules and note on pages 20-23 are
presented for purposes of additional analysis using the first-in, first-out (FIFO) method to value inventories
and is not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements taken as a whole.

(6

Lot o

March 24, 2014




CORNWELL QUALITY TOOLS COMPANY

SUPPLEMENTAL BALANCE SHEETS - FIFO BASIS
Decamber 31, 2013 and 2012

ASBETS
2013 2012
Current assets;
Cash and cash equivalents S 1,287,954 S 26,993
Accounts receivable, trade, net 5,705,185 4,466,254
Notes receivable, net 1,213,626 1,162,323
Finance receivables, net 8,058,964 7,784,850
inventories 3,864,080 8,283,822
Prepaid expenses and other assets 638,054 484,564
Deferred income tax benefit 1,549.000 1,304,000
Total current assets 28,317,873 23,512,806
Notes receivable, net of current portion 6,778,677 6,867,246
Finance receivables, net of current portion 20,779,724 18,330,872
Restricted cash and investments 334,299 377,125
Property, plant and equipment, net 1,128,069 1,080,141
Cther assets 1,893,777 1,503,599

$ 59,232,419 $ 51,671,789

LIABHITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Accourts pavable S 5,055,628 5 3,516,416
Current maturities of capital lease obligation 20,000 -
Accrued expenses 1,594,030 1,528,605
Accrued taxes 233 639 238,963
Total current liabilities 7,563,297 5,283,984

Line of credit, bank - 2,396,467
Capital lease obligation, less current maturities 240,000 -
Deferred compensation 1,358,928 1,312,272
Total Habilities 9,162,225 8,992,723
Shareholders’ equity 50,070,194 42,679,066

$ 59,232,419 5 51,671,789

See independent auditor’s report on supplemental information.



CORNWELL QUALITY TOOLS COMPANY

SUPPLEMENTAL STATEMENTS OF OPERATIONS - FIFO BASIS
for the years ended December 31, 2013 and 2012

Net sales
Cost of goods sold
Gross profit
Expenses:
Shipping
Selling
General and administrative

Total expenses

income before financing operations

Financing operations:
Revenues
Expenses

income from financing operations

income from operations

Other income (expense):
Other finance charges
Other income
Employee appreciation gift
Bad debt expense, net
interest expense, net
Employee stock ownership plan contribution

Other expense, net

income before taxes

Provision for income taxes

Netincome

See independent auditor's report on supplemental information.

2013 2012
$ 100,362,467 $ 93,363,460
70,960,150 66,086,019
29,402,317 27,277,441
1,933,989 1,977,915
10,723,718 9,792,747
6,316,240 6,391,410
18,973,947 18,162,072
10,428,370 3,115,369
6,951,262 6,340,557
4,954,912 4,526,683
1,996,350 1,813,874
12,424,720 10,929,243
747,994 762,137
653,103 595,620
{192,144} {211,410)
{698,881} {1,149,490)
{35,314) {25,567}
(896,298} (1,300,000}
(421,540} (1,328,710}
12,003,180 9,600,533
4,139,000 3,121,000
S 7,864,180 S 6,479,533
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CORNWELL QUALITY TOOLS COMPANY

NOTE TO SUPPLEMENTAL FINANCIAL STATEMENTS ~ FIFO BASIS
for the vears ended December 31, 2013 and 2012

1.  Basis of Presentation:

The accompanying supplemental balance sheets, statements of operations and changes in
shareholders’ equity as of December 31, 2013 and 2012 and for the years then ended have been
prepared in accordance with accounting principles generally accepted in the United States of
America as applied by the Company in its historical financial statements, adjusted for the following:

tnventories — ave valued at the lower of cost or market with costs determined by the first-in, first-
out {FIFQ} method.

Inventories stated on the basis referred to in the preceding paragraph are as follows:

2013 2012
Raw materials 5 218,330 s 187,758
Waork in process 1,063,971 1,046,266
Finished goods 8,580,789 7,049 798

$ 9864090 $ 8283822

The income tax effect has been provided on the increase/decrease in inventory value at the
statutory federal and state tax rates. The tax effect decreased the deferred tax assets by $732,000
in 2013 and $682,000 in 2012. The tax effect increased the provision for income taxes by 550,000
in 2013 and $34,000 in 2012.

The Company uses the LIFO {last-in, first-out) method for its historical financial statements because
it better matches costs and revenues.

See independent ouditor's report on supplemental information.
.23
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LARING PEOPLE, SHAPING FuTuRESs.™

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Cornwell Quality Tools Company:

We have sudited the accompanying balance sheets of Cornwell Quality Tools Company as of December 31,
2011 and 2010, and the related statements of operations, changes in shareholders’ equity and cash flows
for the years then ended. These financial statements are the responsibility of the Company's management.
Cur responsibility is to sxpress an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonabie
basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Cornwell Quality Tools Company as of December 31, 2011 and 2010, and the results of
its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

March 18, 2012



CORNWELL QUALITY TOOLS COMPANY

BALANCE SHEETS
Dacember 31, 2011 and 2010

ASSETS

Current assets:
Cashy and cash equivalents
Accounts receivable, trade, net
Motes receivable, current portion, net
Finance receivables, current portion, net
Note receivable, employee
Inventories
Prepaid expenses and other assets
Deferred income tax benefit

Total current assets

Notes receivable, net of current portion
Finance receivables, net of current portion
Restricted cash and investments

Property, plant and equipment, net

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Habilities:
Accounts payable
Accrued expenses
Accrued taxes

Total current liabilities

Line of credit, bank
Deferred compensation

Total liabitities

Sharsholders’ eguity

The gecomponying notes are an integrol port of these finonciol stotements.

2011 2010
300,768 365,077
4,989,090 3,943,143
1,367,372 1,530,500
7,384,773 6,395,360
47,488 53,809
6,848,795 6,003,040
279,940 538,292
1,756,000 1,889,000
22,974,726 20,718,221
7,001,589 7,190,355
15,704,995 13,551,257
374,160 369,476
1,188,753 1,269,996
1,276,637 1,221,451

S 48,520,860

5 44,320,756

4,931,634 S5 3,272,293
1,493,997 1,231,288
582,658 230,551
7,008,289 4,734,133
4,083,269 7,627,397
1,306,954 1,227,903
12,388,512 13,589,432
36,122,348 30,731,323

> 48,520,860 44,320,756




CORNWELL QUALITY TOOLS COMPANY

STATEMENTS OF OPERATIONS
for the vears ended December 31, 2011 and 2010

2011 2010
Net sales S 86,340,786 5 75,961,016
Cost of goods sold 51,485,015 53,583,078
Gross profit 24,855,771 22,377,838
Expenses:
Shipping 1,888,581 1,774,561
Selling 9,380,555 8,468 116
Generatl and administrative 6,006,365 5,354,920
Total expenses 17,275,505 15,588 597
income before financing operations 7,580,266 6,779,343
Financing operations:
Revenues 5,678,261 5,650,443
Expenses 3,465,013 4,264 889
Income from financing operations 2,213,248 1,385,554
income from operations 9,793,514 3,164 895
Other income {expense}:
Other finance charges 788,518 703,232
interast income 7,363 9,213
Other income 362,021 239,637
Employee appreciation gift {208,953) {246,906}
Had debt expanse, net {1,116,588; (1,135,929}
interest expenss {1,673} {1,395}
Employee stock ownershio plan contribution {175,000} {130,000}
Other expense, net {344,316) {552,148}
income before taxes 9,448,198 7,602,747
Provision for income taxss 3,178,000 2,455 000
Net income S 5,273,198 $ 5,143,747

The occompanying notes are an integrol port of these financicl stotements.
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CORNWELL QUALITY TOOLS COMPANY

STATEMENTS OF CASH FLOWS
for the years ended December 31, 2011 and 2010

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers and emploveas
Cash paid to related party
interest recelved
Interest paid
income taxes paid

Met cash provided by operating activities

Cash flows from investing activities:
Finance receivables originated
Finance receivables repaid
Purchase of restricted cash and investments
Capital expenditures

Met cash used by investing activities

Cash Hows from financing activities:
Net repayments on tine of credit, bank
Cash paid for the purchase of treasury stock
Cash dividends paid

Net cash used by financing activities
Met change in cash and cash eguivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of vear

Supplemental disclosurae:
Non-cash investing activity:

Activity related to dealer incentive program affecting
inventory, accournts recelvable and other assets

Capital expenses included in accounts payvable

2011

2010

S 93,218,483

$ 83,052,613

{79,976,398) {73,600,178)
(445,788) {445,788}
7,363 9,213
(166,350) (290,594)
(3,252,000 (2,612,000)
9,385,290 6,113,166
(18,205,254) (15,778,203)
13,257,477 12,258,119
(4,684) (7,246)
(70,837) (363,649}
(5,023,298) (3,890,979}
(3,544,128) (2,165,820}
- (170,092}

(882,173) -
(4,426,301) (2,335,912)
(64,309) (113,725)
365,077 478,802

S 300,768  § 365077

5 49,583

5 110,833

S 48,484

The groomponying notes are on integrof part of these financiol statements.



CORNWELL GQUALITY TOULS COMPANY

STATEMENTS OF CASH FLOWS, Continued
for the vears ended Decsmber 31, 2011 and 2010

Reconciliation of net income 1o net cash
provided by operating activities:
et income

Adiustments to reconcile net income to net
cash provided by operating activities:
Provision for finance credif losses
Provision for uncoltectible accounts and notes receivables
Depreciation and amortization
{Increase) decrease in operating assets:
Accounts recelvable, trade
Notes receivable
Notes receivable, employes
fnventories
Prepaid expenses and other assets
Deferred income taxes
Cash surrender value of officer’s life insurance policies
Increase (decrease} in operating Habilities:
Accounts payable
Accrued expenses
Accrued taxes
Deferred compensation

Total adjustments

MNet cash provided by operating activities

2011

2010

S 6,273,198

S 5,143,747

1,808,000 2,321,000
1,116,588 1,135,929
402,231 493,486
(2,116,839) (1,691,171)
351,394 {136,578}
6,321 5,034
{985,755) (566,764}
258,352 (261,014}
51,000 118,000
(33,923} 7,074
1,560,857 (288,642)
262,708 (207,073)
352,107 28,176
79,051 11,962
3,112,092 969,419

$ 9,385,290

5 6,113,166

The accompuonying notes are on integrol port of these finonciol statements,



CORNWELL QUALITY TOOLS COMPANY
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Neture of Operations ~ Cornwell Quality Tools Company (the “Company”) is 8 manufacturer and
distributor of hand-held tools and other related products for mechanics, primarily in the
automotive business, The Company sells s products to independent dealers and other industrial
users throughout the United States and perts of Burope. Purchased parts account for
spprodimately 92% of sales v 2011 and 91% of sales in 2010, The Campany maintains
manufacturing facilities in Ohid and Pennsylvania and distributioncenters in Ohlo and Utah,

Cash ond Cash Equivelents — For purposes of the statements of cash flows, cash and cash
equivalents include cash on hand, cash held in banks and all highly liquid investments purchased
with maturities of three months or less.

The Company maintains its cash and cash equivalents with banks, which, at times, may exceed
federally insured limits. The Company has not experienced any significant losses in such arcounts.
Management of the Company believes it is not exposed to any significant credit risk on its cash and
cash equivalents.

Restricted Cash and nvestments ~ The Company designated cash and investments 1o be used at a
future date for the purpose of funding a portion of the deferred compensation liability. Cash and
investments have been deposited in a separate account during 2011 and 2010,

Accounts Receivable — The Company extends unsecured credit to its customers in the ordinary
course of business but mitigates the assoclated risk by performing ongoing credit evaluations and
actively pursuing past due asccoumts. Trade accounts receivable dre stated at the amount
management expects to collect from outstanding balances. Manageient provides for probable
uncollectible accounts through a charge to earnings and a credit to the allowance for doubtful
accounts based on its assessment of the current status of individual accounts. Balances that are
still outstanding after management has used reasonable collection efforts are written off through 2
charge to the allowance and 8 wredit to trade accounts receivable

Notes Receivable —~ In the ordinary course of business customers may refinance their trade
sceounts receivable and create an installment loan. These loan terms are from one to five years
with payments due weekly ranging between $100 and $480 including interest ranging between
10% and 17%. Interest is recorded on the loans as payments are recelved. Management provides
for probable uncollectible accounts through 2 charge to earnings and 2 credit 1o the sllowancs for
doubtful accounts based on its assessmant of the current status of individus! accounts.

Receivables are considered 1o be past dus based on the various contractual terms,

Fingrice Receivobles — Finance receivables that management has the intent and abillty to hold for
the foreseeable future or until maturity or payoff are reported at their osutstanding unpaid principal
balances reduced by any charge off or specific valuation accounts and net of any deferred fees or
costs on originated loans.



CORNWELL QUALITY TOOLS COMPANY

BOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 2011 and 2010

1. Summary of Significant Accounting Policies, Continued:

Fingnce Recelvables, Continued — Allowance for loan losses is increased by charges to income and
decreased by charge-offs {net of recoveries). Management’s periodic evaluation of the adequacy of
the allowarice is based on the Company's past loan loss experience, known and inherent risks in
the portfolio, adverse situations that may affect the borrower’s ability to repay, the estimated
value of any underlying collateral and current econamic conditions. Commerdial loans are charged
off when they are one hundred twenty days contractually past due.

From time to time, the Company sells finance recelvables that had been previcusly charged off.
Procesds from sales of the loans were 590,736 in 2011 and $125,950 in 2010, and s inctuded in
the income from financing operations in the statements of operations.

Inventories — inventories are valued at the lower of cost or market with cost determined by the
last-in, first-out {UIFO) method. I the first-in, first-out {FIFO} method was used 1o value inventories,
reported inventories would have been increased by 51,904,853 and 51,912,830 at December 31,
2011 and 2010, respectively, and net income after taxes woult have been decreased by $4,977 in
2011 and 568,821 in 2010,

Property, Plant and Eguipment — Property, plant and equipment are recorded at cost. Major
additions and Improvements are charged to the property accounts while replacements,
maintenance, and repairs which do not improve or extend the lives of the respective assets, are
expensed currently, When property is retired or otherwise disposed of, the cost of the property is
removed from the asset account, sccumulated depreciation s charged with an amount equivalent
to the depreciation provided, and any resulting gain or loss is charged or credited to operations.

Depreciation has been provided using the straightline method over the estimated useful lives of
the assets as follows:

Buildings and improverments 4 to 35 years
Machinery and equipment 5 to 20 years
Office furniture and fixtures 310 10 vears
Transportation eguipment 3105 years

Depreciation expense totaled $250,564 in 2011 and $268,503 in 2010,

Amortization —~ Deferred incentive expense for the spedsl dealer program Is amortized on 2
stralght-line basis over a 36 month period. The amortization expense totaled $1581,667 in 2011
and $224,583 In 2010,



CORNWELL QUALITY TOULS COMPARY

BOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended December 31, 20171 and 2010

Summary of Significant Accounting Policies, Continued:

Use of Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. While actual results could differ
from those estimates, management does not expect those differences to be significant to the
financial statements.

income Taxes ~The Company accounts for uncertainties in income taxes in accordance with
accounting principles generally accepted in the United States of America, which provides for
financial statement recognition and measurement of tax positions taken or expected to be taken in
a tax return that has a greater than 50% chance of not being sllowed under examination. No such
positions have been recorded i the December 31, 2011 and 2010 financial statements, If such
positions were taken, the resulting interest and penalties would be recognized as income tax
expense.

As of December 31, 2011, the Company’s federal income tax returns are subject to examination by
the Internal Revenue Service for the years 2008 and thereafter. The Company also files tax returns
in 38 states with the most significant being California, Ohio, Pennsylvania, Texas, and Utah. The
Company’s state tax returns are open to examination for the tax vears 2007 and thereafter.

income Recognition — Revenues are recognized at the time the product is shipped to the customer.
Interest income from finance receivables is recognized using the interest (actuarial] method.
Accrual of interest income on finance receivables is suspended when a loan is contractually
delinguent for one hundred twenty days or more. The acerual is resumed when the lnan becomes
contractually current, and past-due interest income is recognized at that time,

Returned Goods — The Company sells both manufactured tools and products purchased from other
manufacturers. For purchased products, it is the Company's policy to extend the full
manufacturer's guarantee to the Company's customers. For manufactured items, the Company
will, at its sole discretion, replace or repair an item if it is determined that the item has not given
the user a fair value in terms of length of useful life. This policy is considered a promational
expense that generates goodwill with the customer and, as consistent with standard practices in
this industry, these amounts are charged to sxpense as incurred.

Concentrations of Credit Risk — The Company performs ongoing credit evaluations of its customers
and generally requires collateral only on receivables with extended credit terms. The Company
maintains reserves for potential credit losses and such losses have been within management's
expectations,

Advertising ~ Direct-response advertising primarily consists of the Company's catalog, bullsting,
and flyers, and advertising in national publications for the Company's products. Advertising
expense was 5671468 in 2011 and $520,492 in 2010

&



CORNWELL QUALITY TOOLS COMPANY

RHOTES TO FINANCIAL STATEMENTS, Continued
for the years ended December 33, 2011 and 2010

fes, Continued:

Fair Volue -~ The Company applies falr value measurements in accordance with acocounting
principtes generally acoepted in the United States of America, which establishes a framework for
measuring fair value. That framework provides s falr value hisrarchy that prioritizes the Inputs to
valuation technigues used to measure falr value. The hierarchy gives the highest priority
unadjusted guoted prices in active markets for identical assets or Habilities (Level 1 messurements)
and the lowest priority to unobservable Inputs (Level 2 measurements).

included in the caption restricted cash and Investmaents are annuity contracts with a fair value of
$374,160 at December 31, 2011 and S368476 at December 31, 2010, These investments and
contracts are measured on a Level 2 basis as defined by generally accepted accounting principles,

Subsequent Events - Management of the Company has evaluated subsequent svents through
farch 18, 2012, the date which the financial statements were avallable to be szued.

Changes in the valuation allowance for trade accounts recelvable and notes receivable were as

follows:
2011 2010
Balance, beginning of vear 5 150,000 S 150,000
Provision for bad debis 1,116,588 1,135,829
Write-offs (1,170,233) {1,227,665)
Hecoveries 53,645 91,736
Balance, end of year $ e 80,000 5 150,000
The aflowsnee for doubthul accounts is presented net in the Company's financial statements as
follows:
2011 2010
Accounts receivable, trade $ 75,000 S 75,000
Motes recelvabie 75000 75000

130,009

-1



CORNWELL QUALITY TOOLS COMPANY

MNOTES TO FINANCIAL STATEMENTS, Continuad
for the vears snded December 31, 2011 and 2010

3, Finance Recejvables:

The Company engages in providing commercial financing services through purchasing receivables
from tool dealers wishing to provide financing to their customers. The Company’s finance
receivables, which are comprised primarily of contracts with a maximum of 48 monthly
installments, are as follows as of December 31:

2011 2010

Finance receivables S 28,086,088 5§ 75,223,667
Deductions:

Reserve for finance credit losses {2,547,000) {3,061,000}

Deferred revenue {2.449.37200 12,216,050)

22,089,768 19,946,617

Less current maturities 7.384.773 5,385 260

Long-term finance receivables 515704995 5 13,551,257

On December 31, 20011 contractual maturities of finance receivables were as follows:

2012 $ 11,258,677
2013 9,164,903
2014 5,788,682
2015 1,731,291
2016 142,535

528,086,088

Current maturities of finance receivables as reported on the balance sheet consists of gross
receivables of $11,258,677 less the reserve for finance credit losses of $2,547,000, less the current
portion of deferred revenue of 51,326,904,

Itis the Company’s experience that a substantial portion of the commercial loan portfolio generally
is renewed or repaid before the contractual maturity dates, The above tabulation, therefore, is not
regarded as a forecast of future cash collections. Cash collections of principal amounts of
commercial loans totaled S13,257,477 in 2001 and S12,258,119 in 2010 and the ratios of thase
cash collections to gverage principal balances were approximately 50% in 2011 and 49% in 2010,



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued

for the vears ended December 33, 2011 and 2010

3.

Finance Recelvables, Continued:

Changes in the allowance for credit losses for finance receivables were as follows:

2011 2010
Balance, beginning of year S 308,000 5 3,921,000
Provision for cradit losses 1,808,000 2,321,000
Loans charged off {2,5854,000} 14,057,000}
Recoveries £32.000 876,000
Balance, end of vear 52547000 S 3,061,000

The Company actively monitors the credit quality of finance and notes receivables by performing
credit worthiness analysis at the borrowing date, and at pradetermined intervals throughout the
time finance and notes receivables are outstanding. Credit for purchases under notes receivable is
granted based on a review of the customers Beacon credit score. Credit for purchases under
finance receivables is granted based on an intermslly developed scoring method termed a
Scorecard. The Scorecard was initially developed in June of 2004 and has been revalidated in
September 2008, The scorecard takes into account various credit quality indicators such as job
history, public record information, collections, and prior delingquent accounts and then assigns a
weighted score which is used in determining the customer’s credit. Before June 2004, the Company
granted credit based on a customer’s Beacon score or internally determined Blue Ribbon rating. As
of December 31, 2011 and 2010, the finance receivables and notes receivable balances are based
an the following credit quality indicators:

2011 2010
Notes receivable:
Beacon score > 650 . BA44 461 5 B 795 859
Finance receivables:
Beacon score S 1,112,193 S 1,462,341
Blue Ribbon rating 742,122 770,847
Scorecard:
415 - 419 — High risk 1,155,082 992 432
4201- 428 1,068,133 1,033,821
430 - 438 3,554,007 3,245,861
448 - 448 5,850,284 4,451,114
450 - 459 4,713,044 4,261,162
= 450 - Low risk 9,791,253 8,535,989
Subtotal scorecard 26,231,773 22.990 479
Total finance receivables 5 ZBO8E DAY S 25 223667

“FE



CORNWELL QUALITY TOOLS COMPANY

MOTES TO FINANCIAL STATEMENTS, Continued
for the years ended December 31, 2011 and 2010

4. Credit Quality of Finance and Notes Receivables, Continued:

The aging of the finance receivables and notes receivable balances as of December 31, 2011 and
2010 15 as follows:

2011 2010
Notes receivable:
Current S 8444451 S 8795855
Total notes receivable § 8444461 S 879585

Finance receivables:

Current S 26,182,358 S 23,270,975
30-59 days past due 858,611 956,141
60-89 days past due 699,721 572,184
Greater than 90 days past due 345,393 424 367
Total finance receivables 528086088 5 25223667
5. inventories:
Inventories consist of the following at December 31:
2011 20310
Rave materials 5 164,494 & 205,364
Work in process 1,087,295 1,106,984
Finished goods 7,501,859 6,603,522
8,753,648 7,915,870
Less LIFO reserve 1,904 853 1,912,830
5684879 003,040




CORNWELL QUALITY TOOLS COMPANY

HNOTES TO FINANCIAL STATEMENTS, Continued
for the years ended December 31, 2011 and 2010

5.

7.

Property, Plant and Egulpment:

Property, plant and equipment consist of the following at December 31:

Land

Buildings and improvements
Machinery and sguipment
Office furniture and fixtures
Transportation equipment
Construction in progress

Less accumulated depreciation

Property, plant and eguipment, net

Other Assets:

Other assets consist of the following at December 31:

Cash surrender value of officer’s life insurance
policies

Program costs for financing division

Deferred incentive expense for special desler program,
net of amortization of $935,694 in 2011 and
S833,611in 2010

Deferred income tax benefit

2011 2610
11,948 5 11,948
1,405,159 1,405,159
3,728,911 3,645,973
2,816,443 2,447,717
85,670 85,670
: 282,343
8,048,132 7,878,811
6,859,379 6,608,815
1188753 5 1,269996

2011 2610
616,387 3 582,464
21,250 24,624
105000 162,363
534,000 452,000

37 5. 172145




CORNWELL QUALITY TOOLS COMPANY

MOTES TO FINANCIAL STATEMENTS, Continued
for the years ended December 31, 2017 and 2010

g,

Financing:

in August 2011, the Company entered into a new line of credit agreement with a bank. Under the
terms of the new agreement, the Company can borrow the lesser of 510,000,000 or the borrowing
hase, collateralized by substantially all owned assets of the Company. At December 31, 2011
available credit on the line was approximately $5,916,000. The new agreement, which axpires July
31, 2014, requires monthly interest payments at the daily London interbank Offered Rate {LIBOR)
plus 2.00 percent (0:30% at December 31, 20111 Under the terms of the old agresment interest
was payable at the one month London Interbank Offered Rate (LIBOR) plus 2.75 percent [0.26% at
Decemnber 31, 2010} for the first $8,000,000 borrowed and prime {3.25% at December 31, 2010)
on additional borrowings. The new line of credit agreement containg various covenants, the most
restrictive of which requires the Company to maintain a minimum level of fixed charge coverage.
Advances outstanding at December 31, 2011 and 2010 totaled 54,083,269 and 57,627,397,
raspectively.

Leages:

The Company leases from unrelated parties various equipment and facilities under cancelsble and
non-cancelable operating leases with terms varying from less than one year 1o five years. Rent
expense for these leases totaled approximately $448583 in 2011 and 5454,593 in 2010. The
following is a schedule of future minkmum lease payments for operating leases with remaining
terms of one year or more:

2012 S 266,873
2013 134,929
2014 80,879
2015 54,018
2016 7619

5...534.318

The Company leases s warehouse and office facilities in Wadsworth, Ohio from a related party.
The Company pays all insurance and operating costs associated with the real ssiate. The Ohig
leases have remaining terms of six years. Bent payments for these facilities totaled S445,788 in
20171 and 2010, The following is a schedule of future minimum lease payments for these leases
with remaining terms of one vear or more;

2012 5 445,788
2013 445,788
2014 445,788
2015 419.4%0
2016 288,000
Thereafter N 264,000

-35-



CORNWELL QUALITY TOOLS COMPANY

NOTES TO FINANCIAL STATEMENTS, Continued
faor the years ended December 33, 2011 and 2010

10

income Taxes:

The income tax provision is comprised of the following:

20311 2010
Current provision 5 3,325000 5 2,341,000
Deferred provision 51.000 118,000
S 176,000 5 2455000

The difference between the effective tax rate for financial reporting and the Tederal statutory tax
rate is due to other taxable income not included for financial reporting purposes.

Deferred income taxes are provided for the temporary differences between the financial reporting
hasis and the tax basis of the Company's assets and labilities. The tax effects of temporary
differences that give rise to significant portions of deferred tax assets {liabilities) consist of the
following:

2011 2010
Accounts and finance receivable allowance S 1,013,000 S 1,185,000
trventory 79,000 71,000
Accumulated depreciation on property {329,000) {288,000}
Start up fees, financing division {7,000} {(8,0000
Liahilities and reserves 664,000 533,000
Deferred compensation 444,000 417,000
Deferred income 476,000 331,000
Total deferred tax asset S 2.280.000 2,341,000

These amounts have been presented in the Company’s financisl stetements, as follows:

2011 2010
Current deferred tax asset 51,755,000 % 1,BE9.000
Noncurrent deferred tax asset 534,000 452 000
Total 5 2 OO0 5 2,341 .00




CORMWELL QUALITY TOOLS COMPANY

MOTES TO FINANCIAL STATEMENTS, Continued

for the vears snded Derember 31, 7011 and 2010

11

12,

i3,

Retirement Plans:

The Company maintains a profit sharing plan covering substantially all salaried and hourly
employees, having at least one year of service with the Company and attaining a certain age
requirement. The amount of the contribution each year is at the sole discretion of the Board of
Directors of the Company limited by Internal Revenue Service rastrictions. There were no profit
sharing contributions in 2011 and 2010. The Plan includes 401(k) provisions. Under these
provisions, employees may elect to contribute a portion of their compensation on a tax-deferred
basis within the guidelines prescribed by the Internal Revenue Code. The Company may also make
discretionary contributions to the plan each year. There were no distretionary contributions in
2011 or 2010,

The Company also has deferred compensation agreements with two officers that provide for
continuation of a portion of the officers’ salary subsequent to retirement until death. It also
provides for payments to beneficiaries in the event of death. The Company is funding, through a
life insurance policy with a major life insurance carrier and by restricting cash, an amount
necessary to-approximate the lability at retirement. Expenses related to these agreements were
$79,051in 2011 and $11,962 in 2010,

Emplovee Stock Ownership Plan:

The Company established an employee stock ownership plan (ESOP) during 1998 with a
contribution of 1,064 treasury shares, valued at 5608 per share. The ESOP covers substantially all
salaried and hourly emplovees, who have obtained at least 1,000 hours of service. The
contributions are determined at the sole discretion of the Board of Directors of the Company
fimited by Internal Revenue Service restrictions. Under the provisions of the ES0P, terminated
participants may require the Company to repurchase their vested shares at falr market valus. As of
December 31, 2011, the ESOP held 1,698 shares of stock, which are all allocated and valued at
53,8924 per share. E50P compensation expense was 5175,000 s 2011 and $130,000 in 2010,

Teeasury Stock:

The Company did not purchase any shares from the employee stock ownership plan during 2011
and purchased 59 shares from the employee stock ownership plan during 2010, There shares are
recorded as treasury stock, and accounted for under the cost method.



CORNWELL QUALITY TOOLS COMPANY

MOTES TO FINANCIAL STATEMENTS, Continued
for the vears ended Decemnber 31, 2011 and 2010

14,

15.

16,

Lontingencies:

During the normal course of husiness, the Company is involved in routine legal matters that
management intends to aggressively defend. Management believes the likelihood of any material
adverse outcome 1o be remote.

The Company’s past and present daily operations include activities which are subject to federal and
state environmental regulations. Compliance with these regulations has not had, nor does the
Company expect such compliance to have, a material effect upon net income, financial condition
or competitive position of the Company.

Maijor Suppliers:

purchases from the Company's largest supplier accounted for approximately 22% of purchases
during 2011, and approxdmately 21% of purchases during 2010,

Belated Party Transactions:

The Company has a note receivable duse from an employee totaling $47,488 at December 31, 2011
and 553,809 at December 31, 2010, interest is payable monthly at 7% and the note is due on
demand.

In addition, the Company leases facilities under operating leases from a related party as described
in Note 9,
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INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTAL INFORMATION

The Board of Directors of
Carnwell Quality Tools Company:

We have audited the basic financial statements of Cormnwell Quality Tools Company as of and for the vears
ended December 31, 2011 and 2010 and our report thereon dated March 19, 2012, which expressed an
ungualified opinion on those financial statements, appears on page 1. Our audits were conducted for the
nurpose of forming an opinion on the financial staterments taken as a whole. As discussed in Note 1 to the
financial statements, the Company prepares its basic financial statements using the lastin, fiest-out (LIFO)
method to value inventories. The accompanying additional schedules and note on pages 20-23 are
presented for purposes of additional analysis using the first-in, first-out (FIFO) method to value inventories
and is not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements taken as a whole,

tarch 19, 2012
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CORNWELL QUALITY TOOLS COMPANY

SUPPLEMENTAL BALANCE SHEETS - FIFO BASIS

December 31, 2011 and 2010

ASSETS

Currant assets:
Cash and vash equivalents
Accounts receivable, trade, net
MNotes recelvable, current portion, net
Finance receivables, current portion, net
Mote receivable, employee
inventories
Prepaid expenses and other assets
Deferred income tax benefit

Total current assets

MNotes receivable, net of current portion
Finance receivables, net of current portion
Restricted cash and Investments

Praperty, plant and equipment, net

(Other assets

LIABILITIES AND SHAREHOLDERS EQUITY

Current Habilities;
Accounts payable
Accrued expenses
Acerued taxes

Total current Habilities

Line of credit, bank
Deferred compensation

Tatal Habilities

Shareholders’ equity

See independent ouditor's report on supglemental informaotion,

2011 2010
S 300,768 S 365,077
4,989,090 3,943,143
1,367,872 1,530,500
7,384,773 6,385,360
47,488 53,80%
8,753,648 7,915,870
279,940 538,292
1,108 000 1,238,000
24,231,579 21,880,051
7,001,589 7,180,355
15,704,995 13,551,257
374,160 369,476
1,188,753 1,269,996
1,276,637 1,221,451

$ 49,777,713

S 45,582,586

$ 4,931,634 S 3,272,293
1,483,997 1,231,289
582,658 230,551
7,008,289 4,724,133
4,083,269 7,627,397
1,306,954 1,227,903
12,388,512 13,589,433

37,378,201

31,983,153

S 49,777,71:

5 45,582 586




CORNWELL QUALITY TOOLS COMPANY

SUPPLEMENTAL STATEMENTS OF OPERATIONS - FIFO 8ASIS
for the vears ended December 31, 2011 and 2010

Het sales
Cost of goods sold
Gross profit

Expenses:
Shipping
Selling
General and administrative

Total expenses

income before financing operations

Financing operations:
Revenues
Expenses

income from financing operations

income from operations

Other income (expensa);
Other finance charges
Interest income
Other income
Employee appreciation gift
Bad debt expense, net
Interest expense
Employes stock ownership plan contribution

Other expense, net

income before taxes

Provision for income taxes

Met income

See independent auditor’s report on supplementol informuotion.

2011

2010

S 86,340,786

S 75,961,016

61,492,992 53,686,899
24,847,794 22,274,117
1,888,581 1,774,561
9,380,559 8,469,116
6,006,365 5,354,920
17,275,505 15,598,597
7,572,289 6,675,520
5,678,261 5,650,443
3,465,013 4,264,889
2,213,248 1,385,554
9,785,537 8,061,074
788,519 703,232
7,363 9,213
362,021 239,637
(208,958} {246,906)
(1,116,588} (1,135,929}
(1,673) {1,395)
(175,000} {130,000
(344,316} (562,148}
9,441,221 7,498,926
3,173,000 2,424,000
$ 6,268,221 $ 5,074,926

71~
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CORNWELL QUALITY TOOLS COMPANY

NOTETOSUPPLEMENTAL FINANCIAL STATEMENTS ~FIFO BASIS
for the vears ended December 31, 2011 and 2010

1. Basis of Presentation:

The accompanying supplemental balance sheets, statements of operations and changes in
sharsgholders’ equity as of December 31, 2011 and 2010 and for the years then ended have been
prepared in accordance with accounting principles generally accepted in the United States of
Americs as applied by the Company in its historical financial statements, adjusted for the following:

a}l inventories — are valued at the lower of cost {as determined by the first-in, first-out method] or
market,

inventories stated on the basis referred to in the preceding paragraph are as follows:

2011 2010
Raw materials 5 164,484 8§ 205,364
Work in process 1,087,295 1,106,584
Finished goods 7,501,859 6,603 522

S, 8753648 S 7915870

bl The income tax effect has been provided on the increase/decrease in inventory value at the
statutory federal and state tax rates.

The Company uses the LIFO (last-in, first-out) method Tor its historical financial statements because
it better matches costs and ravenues.

See independent guditor's report on supplementol information.
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EXHIBIT B

CORNWELL QUALITY TOOLS COMPANY
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DEALER FRANCHISE AGREEMENT




DEALER FRANCHISE AGREEMENT

THIS DEALER FRANCHISE AGREEMENT (“Agreement”’) made this day of
,20 by and between THE CORNWELL QUALITY TOOLS COMPANY

of Wadsworth, Ohio (“Cornwell”), and of
Residence, City,

State Zip, and his or her spouse as active partners in the operation
of the franchise (individually and/ or collectively referred to as “Dealer”)

RECITALS

A. Cornwell represents that it is a manufacturer and distributor of various tools and
other items of use in the automotive repair business (the “Products”).

B. Cornwell desires to grant to the Dealer a franchise to purchase and resell the
Products with primary responsibility on Dealer's part to serve the automotive
aftermarket in the area defined below (the “Territory”) and the Dealer desires to serve
in such capacity.

In consideration of the mutual promises set forth, the Dealer and Cornwell agree as
follows:

1. Cornwell grants to the Dealer the right, and the Dealer undertakes the

obligation, upon the terms set forth in this Agreement, to operate a franchise selling
the Products in the Territory described as follows:

See Attached Map

This Agreement shall continue until terminated, as set forth in Paragraphs 13, 14,
and 16 below.

2. Cornwell agrees to sell dealer products in such quantities as Dealer requires
and at such prices as Cornwell may determine from time to time.

DFAG414 Page 1of 9



3. Upon execution or within 30 days of this Agreement, the Dealer agrees to place
an order for an initial inventory of Products from Cornwell with a total regular dealer net
price of $ (the "Starter Inventory"). Cornwell must approve the Starter
Inventory order. Cornwell will recommend a list of Products, which would be useful for
the Dealer in beginning its operation.

4. a. The Dealer agrees to pay for the Starter Inventory in either of the following
ways: (1) by paying Cornwell the full amount of the regular dealer net price of the
products ordered in cash upon execution of the Agreement; or (2) upon prior written
approval of Cornwell, with a note.

4. b. Unless waived by Cornwell, the Dealer further agrees to deposit $15,000, as a
reserve with Cornwell, at the time payment is made for the Starter Inventory (“the
Reserve”). The Dealer agrees to pay for the Reserve in either of the following ways:
(1) by paying Cornwell the full amount of the Reserve in cash upon execution of the
Agreement; or (2) upon prior written approval of Comnwell, included with note for the
balance.

4. c. The Reserve shall be applied by Cormwell to the Dealer’'s open account, as a
credit against the Dealer’s further purchases of inventory, in a weekly amount equal to
65% of the increase in the Dealer's documented Time Payment (TP) Account balance
over the previous high TP balance. The Reserve shall be maintained by Cornwell until
it is exhausted or this Agreement is terminated, whichever occurs first. If the Reserve is
funded with a combination of cash and notes, the cash deposited will be applied first
against the further purchases of inventory. The funds remaining in the Reserve shall be
refunded if paid in cash or, if borrowed, credited at the Dealer’s option to the Dealer’s
open account or as a voluntary pre-payment under paragraph 1(c) of the Dealer’s note,
if the Reserve has not been used in full upon the termination of this Agreement. When
the Reserve is established, it shall be credited by Cornwell with a lump-sum amount
reflecting interest on the cash portion of the Reserve at the then-applicable rate for
Cornwell's overnight bank sweep accounts and the assumption that the Reserve will be
drawn down evenly over 13 weeks. A lump-sum amount reflecting interest for 13
weeks will be applied to the borrowed portion of the Reserve at the same rate as the
Dealer’s note. Any unearned interest may be recovered by Cornwell if the Reserve
ends with a remaining balance.

4. d. Unless waived by Cornwell, the Dealer further agrees that the Dealer will
provide verification to Cornwell, at the time payment is made for the Starter Inventory
and Reserve, that as of that date the Dealer has at least an additional $10,000
deposited in usable funds in a business checking account at a financial institution of the
Dealer’'s choice and the Dealer further agrees that the Dealer will only use those funds
for the business purposes of the dealership, which may include a reasonable draw for
personal living expenses, as agreed upon by Cornwell in advance, while this
Agreement is in force.

DFAD414 Page 20f 9



5. a. Dealer agrees to acquire and/or use in the operation of its franchise a display
truck or van which has been approved by Cornwell.

5. b. Dealer agrees to purchase or lease a new portable personal computer (laptop)
from HP, Toshiba, Lenovo or Samsung. Cornwell's current hardware specifications
require a minimum 1.4 GHZ processor, Windows XP (wWSP3), Windows 7 or 8 operating
system, either Norton or MacAfee anti-virus software, minimum of 2 gigabyte of RAM
memory, high speed wireless internet capability for your laptop via Broadband Access
Card from a cellular network, CD-ROM Dirive, either an Epson, Cannon, Brother or
Lexmark printer, at least five 1 gigabyte USB back-up devices while using the MM1Plus
program, a seven port USB hub that is powered by electrical current (120 volts) and
any brand name cooling pad for a laptop.

5. c. Dealer agrees to obtain and maintain high speed Internet access through a
subscription with an Internet service provider via Broadband Access Card from a
cellular network, to be able to communicate electronically with Cornwell.

5. d. Until the “lronman Business Network (IBN)’' Software for Cornwell dealers
becomes available later this year from Cornwell, Dealer agrees to acquire licensing
from Classic Computer Systems for the “MM1Plus” Software for Cornwell dealers,
under a Service Contract with Classic. Cornwell agrees to make available to Dealer,
free of charge, a software package, Dealer Business System, which is compatible with
Classic Computer Software.

5. e. If the “lronman Business Network (IBN)” is available when signing this Dealer
Agreement, then Dealer agrees to acquire licensing from Comwell for the “lronman
Business Network (IBN)" Software for Comwell dealers, under a separate License
Agreement with Cornwell instead of the "MM1Plus” Software from Classic Computer
Systems.

5. f. Dealer agrees to acquire licensing for upgrades and updates of the software
from Classic Computer Systems as they become available, if they are not covered
under Dealer’s agreements with Classic Computer Systems.

5. g. Dealer agrees that Comwell will have independent access to the information
that will be generated and stored on Dealer's MM1Plus or on Dealer's “lronman
Business Network IBN” and Dealer Business System computer system. Dealer agrees
to maintain written, weekly report summaries of Dealer’s sales and then existing Total
Inventory and all Accounts each week. Dealer's MM1Plus or IBN will automatically
store and electronically transmit this information to Cornwell. Dealer agrees to submit
data generated by the computer system, including but not limited to the weekly report
summaries. Failure to supply this data is a material breach of this Agreement.
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6. Dealer agrees to carry the following minimum insurance coverages: commercial
business auto liability insurance with limits of $1,000,000; general commercial liability
insurance under a comprehensive general liability form that includes coverage for
bodily harm, property damage, and product liability policy limits not less than
$1,000,000; and cargo insurance with all risk property coverage for full replacement
value of Dealer’s inventory. Dealer agrees to include Cornwell as “additional insured”
on the Dealer's general commercial liability insurance. Dealer agrees to include
Cornwell as “loss payee” on the Dealer's cargo insurance policy, to the extent of
Cornwell’s security interest in Dealer’s inventory.

7. Commencing at the end of the first six months after the franchise agreement is
signed, the Dealer agrees to maintain average weekly purchases from Cornwell
equal to at least 80% of the national average of Cornwell franchise dealers’ weekly
purchases during the current calendar year. Every week, Cornwell calculates the
national average franchise dealer weekly purchase amount during the current year.
(Total dealer year to date purchases, divided by the number of weeks to date, then
divided by the number of dealers at the end of the week prior to the current week.)
Each week, Dealer agrees to maintain average weekly purchases (year to date
purchases divided by the number of weeks to date) equal to 80% of Cornwell’s
national weekly average for franchise dealers.

8. a. Cornwell will make available to the Dealer combined formal and informal
training opportunities depending on the individual requirements and background of the
Dealer. This training will include a mandatory two (2) weeks in the first month in which
the Dealer is in operation, during which a Cornwell District Manager will accompany
Dealer on Dealer’s route and train Dealer.

8. b. Before Dealer begins selling Cornwell product from Dealer’s truck or van,
Cornwell will provide Dealer with at least 40 hours of mandatory initial classroom
training (New Dealer Training Program) near Cornwell's corporate offices in
Wadsworth, Ohio. Dealer must complete the New Dealer Training Program before
operating the dealership. The New Dealer Training Program will include classroom
instruction on basic business procedures, computer setup, MM1Plus or IBN setup,
customer relations, products warranty/repair, Cornwell CDL and Dealer Business
System. Dealer must pay the cost of travel, food, lodging and any other incidental
costs for the New Dealer Training Program.

9. Dealer agrees to personally participate full time in the direct operation of the
Dealership. Dealer further agrees to operate only one truck in the territory described in
Paragraph 1.

10. The Dealer shall display the Cornwell Trademarks ("Marks") in the location, style
and manner specified by Cornwell. No other trademarks shall be used or employed by
Dealer on or in connection with the Cormnwell Products except as specified in writing by
Comnwell. It is expressly understood and agreed that the Marks shall not be employed
as, or included in, the trade name or trade style of Dealer either during the life of this
Agreement or subsequently thereto.
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Dealer recognizes the validity and Cornwell's exclusive ownership of the Marks.
Dealer agrees that it will not do any act or thing, either directly or indirectly, that may in
any way impair Cormnwell's title and exclusivity. Dealer further agrees that during the
continuance of this agreement, or at any time thereafter, it does not have and may not
claim any right to use, any right, title, or interest in, and may not register with any
Governmental authority any trademark, identical with or similar to the Marks without the
prior written consent of Cornwell.

Dealer further acknowledges that nothing in this Agreement, and no use of any of
the Marks under the terms of this agreement, shall create in Dealer any right, title or
interest in any of the Marks. Dealer shall take such steps and execute such further
documents as Cornwell may reasonably request in order to protect Cornwell's complete
interest in and ownership of the Marks.

Dealer agrees to notify Cornwell immediately when it learns about an infringement
of or challenge to its use of Cornwell’'s trademark. Cornwell will take the action it thinks
appropriate. While Cornwell is not required to defend the Dealer against a claim
against its use of the trademark, Cornwell will reimburse Dealer for its liability and
reasonable costs in connection with defending Cornwell’'s trademark. To receive
reimbursement, the Dealer must have notified Cornwell immediately upon learning
about the infringement or challenge.

Dealer must modify or discontinue the use of a trademark if Cornwell modifies
or discontinues it. In the event of such action by Cornwell, Cornwell will reimburse
the Dealer for tangible costs of compliance (for example, changing decals or signs).
The Dealer agrees not to directly or indirectly contest Cornwell’s right to its
trademarks, trade secrets or business techniques that are a part of Cornwell's
business.

11. The franchise granted by this Agreement is assignable or transferable by Dealer,
either voluntarily or by operation of law, only with written consent from Cornwell.
Cornwell will not unreasonably withhold its consent. Dealer shall have the right to
assign or transfer Dealer’s assets, subject to any security interest Cornwell may have in
them. Upon the death or disability of Dealer, Cornwell may authorize a succession of
ownership within the Dealer’s family when the proposed successor has been previously
active in the Dealer’'s business. Cornwell reserves the right to assign or transfer its
rights, duties or obligation under this agreement.

12. Comnwell guarantees that products manufactured by Cornwell (“Cornwell Hard
Line”) will be free of defects in material and workmanship, and that the Cormwell Hard
Line products will conform to the description given them by Comwell. If there are
imperfections, any such products will be repaired or replaced without charge upon
being returned to Cornwell Quality Tools Company, 635 Seville Road, Wadsworth, Ohio
44281. The Dealer agrees to extend this same warranty to the Dealer’s customers.
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Cornwell further extends manufacturers’ warranties to its dealers on products
supplied to Comnwell and re-sold to its dealers (“Cornwell Allied Line”). The Dealer
agrees to extend this same warranty to the Dealer’s customers.

13. In the event of default caused by the following (and except as required under
applicable laws): (1) breach of promises contained in this Agreement and any other
agreement between Dealer and Cornwell, including but not limited to (a) the Dealer's
failure to pay as agreed for merchandise delivered by Cornwell or (b) to maintain the
inventory purchase levels required in Paragraph 7 or (c) to display Cornwell's
trademarks and to refrain from their misuse or (d) to supply weekly data required in
Paragraph 5.g or (e) to maintain full collateralization of any promissory note and
security agreement; (2) Dealer is convicted of a felony; (3) a voluntary or involuntary
proceeding is instituted against Dealer in bankruptcy or other similar laws; (4) A
Receiver is appointed for the assets of Dealer; or (5) Dealer makes an assignment for
the benefit of Dealer's creditors, this Agreement may be declared terminated by
Cornwell by notice in writing effective immediately upon receipt.

14. Dealer shall have 30 days to cure default caused by failure to pay as agreed for
merchandise delivered and/or failure to maintain the inventory purchase levels required
in Paragraph 7 and/or failure to maintain full collateralization of any promissory note
and security agreement.

15. Cornwell may agree to waive any default, in its sole discretion. No action or failure
to act on the part of Cornwell shall operate as a waiver or otherwise of the subsequent
right to terminate Dealer, unless expressly so stated in writing.

16. Dealer may terminate this Agreement at any time after mailing written notice to
Cornwell thirty (30) days before the effective date of such termination. In addition to its
rights under Paragraph 13 above, Cornwell may terminate this Agreement at any time
five years or more after the date of this Agreement, in the event that Cormnwell ceases
generally from the business of selling the Products in the State in which the Territory is
located. Cornwell shall give at least one (1) year’s notice in writing of such termination
and shall not offer franchises again to sell the Products in the State for at least five (5)
years thereafter.
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17.  Upon termination of this Agreement for any reason, or upon the death or disability
of Dealer, Comwell will purchase certain merchandise from Dealer or Dealer’s estate,
at the then prevailing dealer prices, less a 15% restocking charge. Only new tools and
other merchandise will be approved for return. They must be in new and saleable
condition, listed in the current price sheet and not to be discontinued by Cornwell. All
returned product must be of current design and finish. All product returned must be in
the original carton or container. Broken packs of Cornwell or Cornwell-Allied tools will
not be accepted for return, if the tools are normally sold by Cornwell in factory pack
quantities. The following items are not subject to return: tool boxes, socket trays, clips
and rails, vinyl kit bags, air compressors, parts washers, sales administration or truck
display aids, welders, battery chargers and serial numbered test equipment. All such
tools must be shipped freight prepaid to Cornwell Quality Tools Company, 635 Seville
Road, Wadsworth, Ohio 44281, Attn: Retums Dept. within thirty (30) days.

Upon termination, Dealer shall immediately discontinue use of the Marks and shall
immediately remove all reference to the Marks by way of signs or otherwise and any
terms confusingly similar from its property and Dealer shall discontinue reference to the
Marks in its advertising media. It is understood and agreed by Dealer that, upon
termination, all rights pertaining to the Marks shall automatically revert to Cornwell.

Cornwell will apply any or all monies to be paid for assets purchased from a
terminated Dealer as may be necessary to discharge terminated Dealer's total
indebtedness to Cornwell. Should there be a deficiency in the purchased assets, any
balance remaining due to Cornwell will be payable immediately. The term
“‘indebtedness” shall include both matured and unmatured obligations, and upon
termination Cornwell may declare all promissory notes held or later acquired by it
against Dealer immediately due and payable at any time.

18. This Agreement supersedes all agreements, written or oral, and previous and
contemporaneous, to date between Dealer and Cornwell. No modification or
amendment of this Agreement shall be effective unless made in writing and signed by a
representative of Cornwell and Dealer.

19.  Any provision of this agreement at variance with the laws of any State or Territory
in which it is or becomes operative, or of the United States shall be deemed modified to
conform with such laws and the remaining provisions shall remain in effect.

20. Any claim or controversy in connection with, arising out of, or relating to the
Agreement between Dealer and Comwell shall be settled by binding arbitration in
accordance with the rules pertaining to commercial dispute arbitration then existing with
the American Arbitration Association. Judgment upon the award rendered by the
arbitrator(s) may be entered in any court having jurisdiction. Such arbitration shall take
place in such locations as the parties mutually agree, and in the absence of such
agreement, in Akron, Ohio. The laws applicable to the arbitration procedure shall be
the laws of the State of Ohio. The award of the arbitrator(s) shall be the sole remedy
between the parties regarding any claims, counterclaims, issues presented or pled to
the arbitrator(s).
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Cornwell reserves the right to obtain injunctive relief from the act or omission of
any activity prohibited or required by this Agreement in any court having jurisdiction,
when such act or omission will cause irreparable harm to Cornwell.

21.  Any notice required to be given under this Agreement or service of process for
the purposes of arbitration or litigation of issues arising out of it, shall be given to
Cornwell at 667 Seville Road, Wadsworth, Ohio 44281 and to Dealer and Dealer’s
Spouse, if applicable, at the address or addresses last provided by them to Cornwell.
Service on Cornwell, Dealer, or Dealer's Spouse shall conclusively be deemed to
have been completed for all purposes if made by regular U.S. mail or any other usual
and reliable form of delivery to the address last given. The parties will continue to
have the obligation to notify one another of any change of address during and after
the termination of this Agreement, if they wish to be assured of the receipt of notices
and service of process, and they expressly waive any objection to notice provided or
service made to the last address they have given.

22.  Dealer shall give Cornwell not less than thirty (30) days’ notice of the intention
to do business as an entity (for example, corporation, partnership, LLC or LLP).
Dealer shall not do business as an entity without Cornwell’'s express written consent,
which shall not be unreasonably withheld. Dealer and Dealer's Spouse agree to
execute any personal guarantees and other documentation that Cornwell may
require as a condition of its consent for the Dealer to do business as an entity.
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IN WITNESS WHEREOF, Cornwell and Dealer have set their hands to duplicates
hereof at Wadsworth, Ohio and on the day
and year first above written.

NAME OF BUSINESS ENTITY

DEALER SIGNATURE PRINT DEALER NAME
DEALER’S SPOUSE SIGNATURE PRINT DEALER’S SPOUSE NAME
STATE OF }
}SS:
COUNTY OF )

BEFORE ME, a Notary Public in and for said County and State, personally
appeared the above-named, , who acknowledged

that he/she did sign this and the same is his/her free act and deed.
IN TESTIMONY WHEREOF, | have hereunto set my hand and official seal
at , the day of
, 20

(SEAL)

NOTARY PUBLIC

FOR OFFICE USE ONLY

Agreed to and accepted this day of , 20

in Wadsworth, Ohio.
CORNWELL QUALITY TOOLS COMPANY

By:

CORNWELL (Corporate Officer)
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EXHIBIT C

Amount of Note: [$50,000] Wadsworth, Ohio

Date:

CORNWELL QUALITY TOOLS COMPANY
DEALER PURCHASE ORDER, NOTE AND SECURITY AGREEMENT

The undersigned, individually or collectively, being an authorized dealer of Cornwell
Quality Tools products or (if applicable) such dealer and the spouse of such dealer as active
partners in the operation of the business (individually and/or collectively referred to as “Dealer”),
hereby orders and agrees to purchase from CORNWELL QUALITY TOOLS COMPANY, an
Ohio Corporation (“Cornwell”), the inventory and other property listed in Schedule A attached to
this agreement (the “Inventory”). This order will become binding and effective when accepted in
writing by Cornwell in Ohio.

1. Promise to Pay Deferred Sales Price.

(a)  The cash price for the Inventory is $50,000. Dealer has chosen to pay for the
Inventory over time and Dealer therefore agrees to pay to the order of Cornwell a deferred sales

price of $ . The deferred sales price indicated shall be payable in 260 weekly
installments of $ each due on the Monday of each week commencing on
, 20 at Cornwell Quality Tools Company, 667 Seville Road,

Wadsworth, Ohio 44281, or such place as Cornwell shall designate.

(b)  The time-price charge is the same amount as a % interest charge would
be on a loan of money. If this agreement is made by a dealer and the dealer’s spouse, their
obligations shall be joint and several, which means that each one can be separately required by
Cornwell to pay the entire indebtedness or both can be required to pay it.

(c)  All payments are intended to be applied first toward unpaid accrued time-price
charges and then as a reduction of the unpaid principal balance, but Cornwell reserves the right
to apply such payments in such order as it may determine. This note may be voluntarily pre-
paid in part or in full at any time, without penalty, and is subject to involuntary acceleration, as
set forth in paragraph 9 below.

(d) If any payment is not made on or before its due date, additional time-price charges

will be made at the rate of % per annum and will continue to accrue on the unpaid
balance as part of the Indebtedness described in paragraph 3 below. This will result in a slower
principal reduction, to be deferred at Cornwell’s option to increase the final scheduled payment,
if it is not paid sooner and a default is not earlier declared. Conversely, payments received in
advance of their due date will result in a faster principal reduction than scheduled, thus
decreasing the final scheduled payment.
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(e) In addition, Cornwell may impose a weekly late charge of $10.00 each week that
Dealer is three or more payments in arrears. The late charge will become an increase in the
principal balance, and likewise become part of the Indebtedness, which will increase the amount
of the final scheduled payment, if it is not paid sooner and a default is not earlier declared.

(f) Although it is not the present practice, or any intention of Cornwell, to sell, assign,
or discount to a third-party, in whole or in part, any note, contract or other instrument executed
by the Dealer, Cornwell retains the right to do so.

(g) The installments to be paid to Cornwell by the Dealer, pursuant to subparagraph
(a) above, shall be paid by an ACH Debit for automatic payment, which will be automatically
processed every Monday according to the schedule set forth in subparagraph 1(a) above, until
the obligation is paid in full. The Dealer shall sign an irrevocable ACH Agreement authorizing
Cornwell to automatically deduct the weekly payment from the Dealer's bank account until this
obligation is paid in full. In the event funds are not available to complete the automatic transfer
on that date, it shall be considered an event of default.

(h) A portion of the Inventory (the “Reserve Inventory”), having a cash price of
$15,000, may be selected and ordered to be shipped at the Dealer’s discretion within the first 13
weeks after the date of this note. Cornwell and the Dealer acknowledge that under the terms of
the Dealer Franchise Agreement, the purchase of the Reserve Inventory is also funded by this
note.

(i) In the event orders for the Reserve Inventory in the amount of $15,000 have not
been placed by the Dealer by the end of the 13 weeks, a credit for any remaining funds in the
Reserve that are proceeds of this note will be given, at the Dealer’s option, against this note or
against the Dealer’'s open account with Cornwell. Any credit against this note will be considered
a voluntary pre-payment by the Dealer under subparagraph 1(c) above.

2. Title and Shipping. The Inventory will be sent by Cornwell to the address designated by
the Dealer. Title will pass to Dealer when the Inventory leaves the Cornwell Distribution Center,
but costs of shipping and insurance during shipping are included in the prices quoted above and
will be paid by Cormnwell.

3. Security Interest.

(a)  Security Interest and Warranty of Clear Title. This security interest is intended to
extend broadly, to make all of Dealer’s personal property available to cover any amounts the
Dealer may owe Cornwell for the purchase of Inventory, now or in the future and the other
amounts described below in the definition of Indebtedness. Without limitation, the security
interest specifically includes Dealer's entire inventory (“Total Inventory”), whenever acquired,
and all of Dealer’s accounts receivable (“Accounts”), whenever created.

DSAD414 Page Z of 10



In order to secure the payment of any and all of Dealer’s indebtedness, obligations and
liabilities owing to Cornwell and the performance by the Dealer of any or all of Dealer's
covenants and warranties contained in any agreement in favor of Cornwell, whether currently
existing or arising in the future, contingent or absolute, whether contained in this agreement, the
Dealer Agreement, or in any other agreement; all costs and expenses incurred in the collection
of such obligations and/or indebtedness; and for all taxes levied, insurance and repairs to or
maintenance of any collateral (collectively, the “Indebtedness”), Dealer hereby grants to
Cornwell a security interest in the following described property, hereinafter referred to as the
“Collateral™:

Description of Collateral

All accounts, accounts receivable, contract rights, chattel paper, general intangibles,
instruments, documents, policies and certificates of insurance, all goods, inventory
and equipment (such terms having the meaning assigned to them in the Uniform
Commercial Code as adopted in Ohio), together with all attachments, and
accessories, and all proceeds from insurance, including but not limited to Total
Inventory, whether now existing or hereafter arising, now owned or hereafter acquired,
due or to become due, including proceeds and products and Dealer’s records of such
property.

Dealer warrants that Dealer owns good and marketable title to the Collateral, or will own
such title upon sale of the Inventory, free and clear of any and all liens, interests and
encumbrances, except as set forth below, that Dealer will not permit any lien, security interest
or encumbrance (other than the security interest created hereby) to attach to the Collateral
and, except for sales of inventory in the normal course of business, that Dealer will not sell,
exchange, lease or otherwise dispose of or transfer any interest in the Collateral.

(b) Dealer's Records. Dealer shall maintain at Dealer's place of business accurate
and up-to-date records pertaining to the Total Inventory, the Collateral and the Accounts.
Cornwell shall have a special property interest in all of Dealer’s records pertaining to the Total
Inventory, the Collateral and the Accounts, and Cornwell's agents, representatives and
employees shall have the right to inspect them at any reasonable time or times. At the request
of Cornwell, if any part of the Indebtedness is in default, Dealer agrees to stamp, in form and
manner satisfactory to Cornwell, its records pertaining to the Accounts with an appropriate
reference to the security interest created herein, and/or to deliver and turn over any and all such
records to the Comwell.

(c) Financing Statements. Dealer shall execute and immediately deliver to Cornwell
with this Order, Note and Security Agreement, or upon demand, such financing statements or
other appropriate documentation as may be requested by Cornwell now or hereafter, to
evidence and to perfect the security interest created herein.
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(d)  Good Condition. Until all the Indebtedness is paid in full, Dealer shall keep the
Total Inventory in good condition and repair and shall properly maintain it and keep it stored in a
safe place, at the Dealer’s business address or any other location approved by Cornwell. If the
truck or other vehicle where Dealer will keep any or all of the Total Inventory is currently
encumbered by a security interest or lease, the name of the secured party or lessor is
whose address is .
If Dealer's vehicle subsequently becomes encumbered or subject to a lease before all the
Indebtedness is paid in full, Dealer agrees to immediately notify Cornwell of the name and
address of such other secured party or lessor. Cornwell reserves the right to notify such
secured party or lessor of the existence of the security interest created by this agreement and to
require the removal of the Total Inventory from the vehicle, in the event the vehicle is
repossessed.

4. Insurance.

(a)  Dealer shall provide that the Collateral is continuously insured with the following
minimum insurance coverages: commercial business auto liability insurance with limits of One
Million Dollars ($1,000,000); general commercial liability insurance under a comprehensive
general liability form that includes coverage of bodily harm, property damage, and product
liability with policy limits not less than One Million Dollars ($1,000,000); and cargo insurance
with all risk property coverage for full replacement value of Dealer’s inventory. Such insurance
shall be so written and endorsed as to make losses, if any, payable to Cornwell in addition to
the Dealer, as their respective interest may appear. Each policy of insurance shall be written so
as to be not subject to cancellation or substantial modification without at least thirty (30) days’
written notice to Cornwell. Dealer shall deposit with Cornwell certificates or other evidence
satisfactory to Cornwell that the required insurance has been obtained and is in full force and
effect and, prior to the expiration of any such insurance, Dealer shall furnish Cornwell with
evidence satisfactory to Cornwell that such insurance has been renewed or replaced.
Contemporaneous with the execution of this agreement, and from time to time thereafter upon
request by Cornwell, Dealer shall provide Cornwell with a Certificate of Insurance evidencing
that Dealer has complied with the foregoing requirements of this Agreement.

(b)  All amounts received by Cornwell in payment of insurance losses may, at
Cornwell's option, be applied in satisfaction of Dealer’s Indebtedness to Cornwell or all or any
part thereof may be used for the purpose of repairing, replacing, or restoring the Collateral.

(c) Dealer will at all times have and maintain public liability insurance covering such
risks and in such amounts and issued by such companies as are acceptable to Cornwell.

(d)  Dealer assigns to Cornwell all rights to the proceeds of any insurance not
exceeding unpaid balances and hereby directs the insurance carrier and its agents to pay all
proceeds directly to Cornwell, authorizes Cornwell to endorse any draft for and on behalf of
Dealer as its attorney-in-fact, coupled with an interest, and further authorizes Cornwell to make
adjustments of all insurance losses, sign all applications, receipts, releases and other papers
necessary and to make settlements.
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(e) Note to Dealer: DEALER IS REQUIRED TO SUBMIT AN INSURANCE
AUTHORIZATION FORM. PLEASE FILL IN THE APPROPRIATE BLANKS ON THE FORM
WITH THE NAME AND ADDRESS OF THE INSURANCE COMPANY WHICH WILL INSURE
THE TOTAL INVENTORY AND ENCLOSE THE FORM WHEN YOU RETURN THIS
AGREEMENT TO CORNWELL QUALITY TOOLS COMPANY.

(f Collection of Accounts: With respect to the Accounts and in addition to and not in
limitation of any of the rights provided to Cornwell elsewhere in this agreement or by law,
Cornwell may upon the occurrence of any of the events described in Paragraph 8 below or at
any time thereafter (such event not having previously been cured or waived), at its option,
without prior demand or notice to Dealer, and without resort to legal process or judicial hearing,
order or authorization, notify the persons liable for the payment of the Accounts of Cornwell’s
security interest and direct such persons to make payments directly to Cornwell, and, at
Cornwell’s request, all bills and statements sent by Dealer to the persons liable for the payment
of the Accounts shall state that the Accounts have been assigned to, and are solely payable to
Cornwell, and at Cornwell's request, Dealer shall direct the persons liable for the payment of the
Accounts to pay directly to Cornwell any sums due or to become due on account thereof.

The Dealer hereby irrevocably appoints Cornwell as its true and lawful attorney-in-fact,
coupled with an interest, with full power to send the notices described above, to take possession
of and endorse in the name of Dealer any instruments or documents received in payment of all
or part of the Accounts, to collect, sue for and give a quittances for monies due on the Accounts,
and to withdraw any claims, suits or proceedings pertinent thereto, or arising out of the
assignment of the Accounts.

In pursuance of the rights granted hereunder, Cornwell may extend the time for payment
of, compromise or settle for cash, credit or otherwise, and upon any terms and conditions, any
of the Accounts and thereby discharge the person or persons liable for the payment thereof,
without affecting the obligations of Dealer to Cornwell (except to the extent that the
Indebtedness shall be reduced by the amount of any sums received by Cornwell).

5. Financial Condition. Upon request by Cornwell, Dealer agrees to furnish Cornwell within
reasonable time accurate and up-to-date information concerning any aspect of Dealer’s financial
condition.

6. Verification of Sales and Inventory. Dealer will maintain written, weekly summaries of its
sales and then existing Total Inventory and all Accounts in a form acceptable to Cornwell and
Dealer shall each week furnish MM1 or IBN Weekly Report Summary to Cornwell’'s District
Sales Manager, Cornwell's Credit Department and as Cornwell may otherwise direct. Dealer
will also allow, upon request and reasonable notice, Cornwell's authorized representative to
inspect Dealer’s Total Inventory at any time.
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7. Repurchase of Inventory. If Dealer ceases for any reason to be an authorized dealer of
Cornwell’s products, Cornwell will repurchase from Dealer that portion of the Total Inventory
which Cornwell is required to repurchase, if any, in accordance with the terms set forth in the
Dealer Franchise Agreement between Cormnwell and the Dealer, the terms of which are
expressly incorporated herein. If any of the Indebtedness is unpaid at the time of such
repurchase, Cornwell will credit against the Indebtedness the net amounts from such
repurchase, as determined in accordance with the terms set forth in the Dealer Franchise
Agreement.

8. Default. The Dealer shall be in default upon the happening of any of the following events
or conditions:

(@)  The failure of Dealer to make payment or performance of any of the Dealer's
indebtedness to Cornwell, as described in paragraph 3 above, including but not limited to those
arising from the sale of inventory described in this Agreement.

(b) If the Dealer defaults under the Dealer Franchise Agreement or any other
agreement or contract between the Dealer and Cornwell, including but not limited to paragraph
5 or the obligation to furnish MM1 or IBN Report Summaries as contained in Paragraph 6
above, or upon the termination of any such agreement.

()  The failure of the Dealer to have this note and security agreement fully
collateralized at all times. Until the Indebtedness is paid in full, Dealer shall own and maintain in
Dealer’s truck or other vehicle inventory purchased from Cornwell in an amount not less than
the lesser of Thirty Five Thousand Dollars ($35,000) or the outstanding balance of this note,
including principal, interest and any costs and expenses.

Upon default, all obligations of the Dealer at once become due and payable without any
notice or demand, notice and demand having been expressly waived. Payments made shall
first be applied to the payment of the interest that accrued and then to the principal amount,
which remains unpaid.

9. Acceleration. Upon the happening of any of the following events or conditions:

(&) Default by Dealer in the payment or the performance of any of Dealer's
Indebtedness to Cornwell, as described in paragraphs 3, 5, or 6 above, including but not limited
to those arising from the sale of inventory described in this agreement;

(b)  Loss, theft, destruction, encumbrance, levy against, seizure or attachment of or to
any of the Collateral, or any sale of all or any part of the Collateral other than in the regular
course of Dealer’s business;

(c)  Any warranty, representation, financial statement or other information made or

furnished to Cornwell by or on behalf of Dealer proves to have been or to have become false in
any material respect;
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(d)  Death, impairment, termination of existence, insolvency, business failure,
appointment of a trustee or receiver of any part of the property of, assignment for the benefit of
creditors of or the commencement of any proceedings under bankruptcy or any other state or
federal law for the relief of debtors by or against Dealer, or any surety for Dealer;

(e) Dealer’s ceasing for any reason to be an authorized dealer of Cornwell’s products;

() A judgment for the payment of any sum of money against Dealer, which shall
remain undischarged for a period of 45 days during which time execution shall not be effectively
stayed; or

(g) Cornwell deems itself insecure, in good faith believing that the prospect of
payment of any of the Indebtedness or the performance of any other obligation of Dealer is
impaired.

Cornwell may, at its option, without notice or demand, declare due and payable, and, in
addition to other rights and remedies upon default under applicable law, collect the full amount
of the Indebtedness or any portion thereof, as calculated below, and will have the further right,
without notice or demand, to repossess the Collateral, to enter peacefully upon any premises
where the Collateral is located in order to repossess it and to exercise all other rights allowed by
law. Without limiting the above, Cornwell shall have all of the rights and remedies of a secured
creditor under the Uniform Commercial Code as adopted in Ohio.

Dealer agrees upon the request of Cornwell to assemble the Collateral and to make it
available at any place designated by Cornwell. Dealer hereby expressly waives the entitiement,
if any, to a judicial hearing prior to the exercise of Cornwell’s right of repossession, which right is
exercisable by Cornwell on its own behalf or through resort to appropriate judicial process. After
repossession, Cornwell will provide at least 10 days prior written notice to Dealer at Dealer’s
Business Address of the time and place of any public sale or the time after which any private
sale or repurchase pursuant to the Dealer Agreement will be made of the Collateral, and Dealer
agrees that such 10-day period is reasonable. Dealer further agrees that repurchase of the
Total Inventory, or any part thereof, pursuant to the terms of the Dealer Agreement shall
constitute a commercially reasonable disposition thereof. The proceeds of any disposition of
the Collateral may be applied to the Indebtedness as Cornwell may elect.

Upon Voluntary prepayment in full or upon acceleration as set forth herein, the amount of
the Indebtedness will be calculated as follows: total (1) the cash price of each time-deferred
sale, less the amounts from previous payments which have been applied to principal; plus (2)
time-price charges and late charges on unpaid balances; plus (3) all other outstanding
Indebtedness, as defined in paragraph 3 above; plus (4) additional time-price charges of

% per annum (or the highest rate allowed by law, whichever is less) on the total
of the first three components above, until paid in full. Cornwell expressly states its intention not
to collect any amount in excess of that permitted by law and the Indebtedness shall be reduced
accordingly, as may be required.
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10. PARTIAL WAIVER OF DEALER'S REMEDIES. DEALER HEREBY EXPRESSLY
AGREES THAT, WITH REGARD TO THE INVENTORY DELIVERED UNDER THIS
AGREEMENT, DEALER'S REMEDIES UNDER THIS AGREEMENT (INCLUDING WITHOUT
LIMITATION, REMEDIES BY WAY OF DEFENSE, COUNTERCLAIM, RECOUPMENT AND
SET-OFF) ARE EXCLUSIVELY LIMITED TO ANY WARRANTIES EXPRESSLY GIVEN IN
WRITING. WARRANTIES OF MERCHANTABILITY, AND OF FITNESS FOR A PARTICULAR
PURPOSE ARE EXPRESSLY DISCLAIMED.

11.  LIMITATION OF DAMAGES. DEALER HEREBY ALSO EXPRESSLY AGREES
THAT DEALER'S DAMAGES FOR CORNWELL'S BREACH OF THE FOREGOING
EXCLUSIVE WARRANTIES ARE LIMITED TO THE ENFORCEMENT OF SECTION 7 OF THIS
AGREEMENT AND REPLACEMENT OR RECOVERY OF AMOUNTS PAID BY DEALER TO
CORNWELL FOR DEFECTIVE PRODUCTS, AS APPLICABLE, AND THAT CORNWELL
SHALL NOT BE LIABLE FOR ANY CONSEQUENTIAL OR INCIDENTAL DAMAGES.

12.  Collection Costs. Dealer shall reimburse Cornwell for all costs of collection of the
Indebtedness or any portion thereof, including, without limiting the generality of the foregoing,
expenses of, and charges for, the repossession and holding of the Collateral for sale and any
preparations for such sale, court costs and reasonable attorneys’ fees. Cornwell expressly
states its intention not to collect any amount in excess of that permitted by law and the costs of
collection shall be reduced accordingly, as may be required.

13. Taxes and Assessments. Dealer will pay promptly when due all taxes and assessments
upon the Collateral or for its use or operation or upon this agreement or upon any papers
evidencing the obligations between the parties and at its option, Cornwell may discharge taxes,
liens or other encumbrances at any time levied or placed on the Collateral, pay for the
maintenance and preservation of the Collateral and taxes, assessments and insurance on the
Collateral should Dealer fail to do so, and Dealer agrees to reimburse Cornwell on demand for
any payments so made until such reimbursement, the amount so paid by Cornwell shall be
added to the Indebtedness.

14.  Application of Amounts Received. All amounts received by Cornwell from Dealer may be
applied by Cornwell to the Indebtedness in such order and to principal or to time-price charges,
as Cornwell may determine. Dealer authorizes Cornwell at any time, without notice, to
appropriate and to apply any Collateral in Cornwell’'s possession, custody or control towards the
payment of the Indebtedness. Dealer waives presentment, demand, notice, acceptance,
performance, default, enforcement, exoneration and reimbursement, assents to any
acceleration, extension, maodification, waiver or postponement or to any other indulgence, to any
addition, substitution, exchange or release of the Collateral to the addition or release of any
other party or person primarily or secondarily liable, to the settlement, compromise or
adjustment of the Indebtedness and/or to the application of any Collateral against the
Indebtedness and in any order.
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15. Miscellaneous.

(@)  This agreement shall continue until such time as there is no outstanding
Indebtedness and there are no other agreements in effect between Dealer and Cornwell.

(b)  This agreement shall be deemed to have been made in Ohio and shall be
governed by Ohio law, and shall be binding upon and inure to the benefit of the parties, their
executors, administrators, personal representatives, heirs, successors, and assigns as the case
may be.

(c) Any claim or controversy in connection with, arising out of, or relating to this
agreement between Dealer and Cornwell shall be settled by binding arbitration in accordance
with the rules pertaining to commercial dispute arbitration then existing with the American
Arbitration Association. Judgment upon the award rendered by the arbitrator(s) may be entered
in any court having jurisdiction. Such arbitration shall take place in such locations as the parties
mutually agree, and in the absence of such agreement, in Akron, Ohio. The laws applicable to
the arbitration procedure shall be the laws of the State of Ohio. The award of the arbitrator(s)
shall be the sole remedy between the parties regarding any claims, counterclaims, issues
presented or pled to the arbitrator(s).

Cornwell reserves the right to obtain injunctive relief from the act or omission of
any activity prohibited or required by this agreement in any court having jurisdiction, when such
act or omission will cause irreparable harm to Cornwell.

(d) In the event that this agreement, or any part of it is found to be governed by the
law of any other state and/or to be unenforceable, any part found to be unenforceable shall be
severed and the agreement given effect according to the intent of the parties, to the fullest
extent permitted by law.

(e)  This agreement may only be modified by a writing, signed by all of the parties
hereto and shall not be effective until accepted by Cornwell in Ohio.

16.  Notice and Service of Process. Any notice required to be given under this Order, Note
and Security Agreement, or service of process for the purposes of arbitration or litigation of
issues arising out of it, shall be given to Cornwell at 667 Seville Road, Wadsworth, Ohio 44281
and to Dealer and Dealer's Spouse, if applicable, at the address or addresses last provided by
them to Cornwell. Service on Cornwell, Dealer, or Dealer's Spouse shall conclusively be
deemed to have been completed for all purposes if made by regular U.S. mail or any other
usual and reliable form of delivery to the address last given. The parties will continue to have
the obligation to notify one another of any change of address during and after the termination of
this Order, Note and Security Agreement, if they wish to be assured of the receipt of notices and
service of process, and they expressly waive any objection to notice provided or service made
to the last address they have given.
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I (We) have read, understand and am (are) in agreement with all of the terms and
conditions set forth above.

NAME OF BUSINESS ENTITY

DEALER SIGNATURE PRINT DEALER NAME
DEALER'S SPOUSE SIGNATURE PRINT DEALER'S SPOUSE NAME
STATE OF }
}SS:
COUNTY OF )

BEFORE ME, a Notary Public in and for said County and State, personally
appeared the above-named, , who acknowledged
that he/she did sign this and the same is his/her free act and deed.

IN TESTIMONY WHEREOF, | have hereunto set my hand and official seal
at the day of

, 20

(SEAL)

NOTARY PUBLIC

FOR OFFICE USE ONLY

Agreed to and accepted this day of , 20
in Wadsworth, Ohio.

CORNWELL QUALITY TOOLS COMPANY

By:

CORNWELL {Corporate Officer)

Statement of Outstanding Liens
There are outstanding liens against some or all of the Collateral described in this

Agreement, as follows:

Name Amount Collateral

Dealer
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EXHIBIT D

April, 2014
Supersedes: 04/01/13

e I 8 /3 R— .

CORNWELL TECH-CREDIT FINANCE PLAN
Dealer Credit Assignment Agreement

THIS AGREEMENT is made this day of , , between
Cornwell Tech-Credit (“Assignee”), a division of Cornwell Quality Tools Company
(“Cornwell”), and (“Dealer”) and

(“Dealer’s Spouse”), collectively “Dealer”, if

applicable, and provides as follows:

WHEREAS, Dealer is a franchised independent Cornwell Dealer engaging in the sale of
Cornwell's automotive tools, equipment and other products (“Equipment”) to the
professional mechanic and technician, pursuant to a Dealer Franchise Agreement
(“Franchise Agreement”); and

WHEREAS, the Assignee is willing to provide financing for the sale of certain
Equipment by Dealer to Dealer’'s credit-worthy customers, provided Dealer complies
with the Terms and Conditions contained within this Dealer Credit Assignment
Agreement (“this Agreement”).

NOW, the parties agree to the following:

1. If Dealer wishes Assignee to finance a purchase of Equipment by one of Dealer’s
customers (“Borrowers”), Dealer will submit to Assignee such documents as
Assignee may request relating to the proposed sale (“Application Documents”).
The Application Documents will include without limitation a Master Contract &
Security Agreement and Cornwell Tech-Credit Sale Slip in substantially the form
included in the Tech-Credit Operation Manual. Assignee shall have the sole
discretion to determine whether or not to finance any purchase and nothing
herein shall be construed as obligating Assignee to finance any purchase.

2. Assignee shall communicate its decision to Dealer concerning the request to
finance within a reasonable time. Dealer shall then obtain and execute such
further documentation as Assignee shall require completing the transaction.
Without limitation, such documentation shall provide for the assignment to
Assignee of the right to collection of the net amount payable from Borrower to
Dealer, representing the time purchase balance due for the purchase of the
Equipment (“Obligation”).
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April, 2014
Supersedes: 04/01/13

The amount to be credited to the Dealer's Cornwell account by Assignee with
respect to the purchase being financed will be subject to a discount as
determined by Assignee in its sole discretion, which shall be communicated to
Dealer at the time of the approval of the transaction.

The amount to be credited will be calculated as a discount from the net cash
price charged by Dealer to Borrower (principal amount of new sale net of any
trade-in, down payment and sales tax charge). Criteria for determining the
discount will be disclosed in the Cornwell Tech-Credit Operation Manual
(“Manual”) for Dealer’s information, but such criteria shall be solely for Assignee’s
internal use and shall not affect Assignee’s discretion to determine the discount
offered with respect to any particular transaction. Within 24 hours of acceptance
of the document evidencing Borrower’s obligation to pay Dealer, with Dealer’s
executed assignment, the Assignee will credit Dealer's open account with
Cornwell and Cornwell will send a confirming document to Dealer.

The Dealer shall at all times comply with the policies and procedures that are
outlined in the Manual, which shall be considered a part of this Agreement. The
policies and procedures may from time to time be modified by the Assignee in its
sole discretion, except that the Dealer will be notified at least thirty (30) days in
advance of any change in the Manual.

The Dealer will act as the primary collecting agent of Assignee. The Dealer will
collect payments as requested by Assignee from any person indebted on its
Obligation to Assignee who is employed or has a place of business within the
Dealer’s territory, regardless of whether the Dealer has sold Equipment to the
Borrower or not. The Dealer will remit all monies to Assignee promptly upon
collecting them and in any case not longer than ten (10) days from when they are
collected. For administrative ease, Assignee will supply the Dealer a report that
the Dealer can use to summarize the collections for each customer.

Dealer agrees to repossess Equipment located in Dealer's territory for
Assignee’s benefit, upon Assignee’s request, at Dealer’s sole cost and expense,
unless Assignee gives its prior written consent to Dealer that it will pay some or
all of the cost and expense. Further, the Dealer agrees to purchase Equipment
from the Assignee at fair market value (to be agreed upon by the district manager
and the Dealer), less a discount of thirty percent (30%) or such other discount as
may be established by Assignee from time to time and set forth in the Manual.

Dealer agrees to abide by all laws of the jurisdictions in which Dealer is operating
the dealership and all provisions of Dealer's agreements with Cornwell. This
includes, but is not limited to, never breaching the peace when attempting
repossession, never violating the stay when a customer is under the protection of
the bankruptcy laws, and never harassing, threatening, assaulting or intimidating
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10.

11.

April, 2014
Supersedes: 04/01/13

a Borrower. The Dealer agrees to always act in a professional and business-like
manner.

Dealer agrees that upon termination of this Agreement by Cornwell, Dealer will
accept the reassignment by Assignee to Dealer of all Borrower Obligations
previously purchased during the sixty (60) day period immediately prior to
termination of this Agreement, except those Obligations which Assignee agrees
in writing to retain. Notwithstanding the preceding provision, Dealer agrees that
upon termination of this Agreement because Dealer terminates Dealer’s
Franchise Agreement or this Agreement, Dealer will accept the reassignment by
Assignee to Dealer of all Borrower Obligations previously purchased during the
ninety (90) day period immediately prior to Dealer’s giving notice of termination of
the Franchise Agreement or of this Agreement, whichever is earlier, except those
Obligations which Assignee agrees in writing to retain. Dealer agrees to accept
such assignment without recourse, setoff or deduction and authorizes Assignee
to debit Dealer's open account with Cornwell in the amount equal to the amounts
due on the reassigned Obligations.

Dealer agrees upon notice of the termination of the Franchise Agreement with
Cornwell, whether such notice is given by Dealer or Cornwell, Dealer will provide
all reasonable assistance to Assignee in arranging for the orderly collection
thereafter by Assignee of Obligations not being reassigned to Dealer under the
provisions of subparagraph 8 above. Such assistance shall include but not be
limited to the verification of outstanding balances on Dealer's Borrower
Obligations prior to the settlement of all Dealer’s own accounts with Cornwell (i.e.
DSA, open account).

Assignee’s acceptance of Obligations shall be subject to the following terms and
conditions:

a. If any documents submitted or assigned to Assignee pursuant to this
Agreement are later reasonably claimed by Assignee to be, in whole or
part, altered, modified, forged or not genuine, accurate or in compliance
with the Terms and Conditions of this Agreement in any respect, the
Obligations evidenced by such documents shall be immediately
reassigned by Assignee to Dealer. Dealer hereby agrees to accept such
reassignment, without recourse, setoff or deduction of any kind and
agrees to pay Cornwell the full amount to the Borrower’s balance that is
outstanding at all times of the reassignment. Dealer agrees that Assignee
may charge Dealer's open account with Cornwell in the amount of such
balance and that Assignee may pursue any other available remedy at law
or in equity to recover such balance, with interest at the rate provided in
the Obligation documents to have been paid by Borrower and Assignee’s
reasonable costs of collection.
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April, 2014
Supersedes: 04/01/13

Upon failure of the Dealer to collect payments or to remit payments or
other funds within ten (10) days of collection, as required in paragraph 6
above, Dealer authorizes Assignee and Cornwell to charge Dealer’s open
account with Cornwell in the amount equal to the amount not collected or
collected but not remitted and to pursue any other available remedy at law
or in equity to recover such amount not collected or collected but not
remitted, with interest at the highest rate allowed by law and Assignee’s
reasonable costs of collection.

Assignee reserves the right to require that Dealer obtain and perfect a
security interest in any Equipment sold to a Borrower, as a condition of
acceptance of the assignment of Borrower’s Obligation. In the event such
a security interest is created, Dealer agrees to assign such interest in full
to Assignee and Dealer shall not release any such security interest,
without prior written consent of the Assignee. Further, Dealer shall not
release or substitute any Equipment described in the documents without
the prior written consent of the Assignee. Any of these actions by the
Dealer may result in the reassignment of the Obligation to Dealer and the
exercise of Assignee’s rights described above in connection with such
reassignment, as well as any other remedies provided for in this
Agreement or available to Assignee or Cornwell at law or in equity.

Assignee reserves the right to suspend the Dealer, either temporarily or
permanently, from using the Cornwell Tech-Credit Financing Plan, if
Dealer violates any of the terms and provisions of this Agreement, or
Dealer's Franchise Agreement with Cornwell or the Manual. At
Assignee’s sole option, Assignee may notify Dealer of the violations which
have occurred and give the Dealer the opportunity to cure the violations
according to a schedule established by Assignee. Assignee may establish
collection and charge off maximums for all Dealers, which shall be
provided for the information of Dealers in the Manual. If Dealer exceeds
the average charge offs / delinquency maximums, Assignee may suspend
the Dealer from using the Plan, either temporarily or permanently. At
Assignee’s sole option, Assignee may notify Dealer that Assignee intends
to suspend Dealer from participation in the Plan pursuant to the provisions
of this paragraph and to give Dealer the opportunity to improve collections
and charge offs according to a schedule established by Assignee.

12.  Dealer hereby agrees that the following warranties and representations shall
apply to every purchase from Dealer financed by Assignee, without further
documentation. Dealer shall indemnify Assignee against any loss arising from a
breach of any of the warranties or inaccuracy of any of the representations.

a.

TCO414

The Obligations not have been offered previously to any other financial
institution or other entity for purchase or as collateral against advances.
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April, 2014
Supersedes: 04/01/13

All Application Documents and other Obligation documentation executed
by Borrower and Dealer shall be genuine, valid and complete, and Dealer
and Borrower shall have signed such documentation in good faith, with the
legal capacity to do so and not in contravention of any law, judgment,
ruling, undertaking or other prohibition which would cause Borrower or
Dealer not to be obligated according to the stated terms of the
documentation, or to be unable legally to perform the obligations created
by the documentation.

Borrower shall be the same individual as the person represented on the
Application Documents and other Obligation documentation and shall
have signed the Master Contract & Security Agreement.

Each CTC Sale Slip and other item of Obligation documentation shall
accurately and completely evidence a bona fide sale transaction according
to its terms. Without limitation, this shall mean that all Equipment
described shall have been delivered and the Sale Slip completed
accurately prior to its being signed by Borrower. The individual signing the
Sale Slip and other documentation shall have been the same person who
has signed the Master Contract & Security Agreement.

There shall be no other agreement, oral or written, between the Dealer
and Borrower, which would impair the obligations evidenced by the
documents being submitted.

The Dealer will not change or modify the terms of any of the documents
without the prior written consent of the Assignee.

The sale of the Equipment to be financed shall only be for commercial use
by the Borrower, to be used by the Borrower primarily in the Borrower’s
trade or occupation. The Equipment shall not be intended for personal,
family or household use.

All Equipment sold by the Dealer through financing by Assignee shall have
been purchased from Cornwell. No other product from sources other than
Cornwell may be financed on the Cornwell Tech-Credit Finance Plan,
without prior written consent from Assignee.

The Dealer shall have timely paid any taxes (including but not limited to
sales tax) that Dealer's jurisdiction may require pertaining to the
transaction.

Dealer shall have complied in all respects with every requirement of law

and with all agreements between Dealer and Cornwell and Dealer and
Assignee with respect to the transaction.
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13.

14.

15.

16.

17.

18.

April, 2014
Supersedes: 04/01/13

Notwithstanding any other provisions of this Agreement and in addition to any
other rights of suspension or termination, which are described, Dealer, Assignee
or Cornwell may terminate this Agreement at any time upon thirty (30) days
written notice, with or without cause. Unless otherwise provided in this
Agreement, such termination shall not affect the respective rights and obligations
of the parties as to the Obligations acquired by Assignee from Dealer, including
but not limited to Assignee’s right to reassign Obligations to Dealer prior to
termination and Dealer's indemnification of Assignee, which rights and
obligations shall survive following termination.

This Agreement contains the entire understanding of the parties with respect to
the provision of financing by Assignee and shall only be amended or modified in
writing and signed by both parties. None of the provisions of this Agreement
shall be deemed in any way to limit such rights as the parties may have by
statute or at law or in equity against one another, and any such remedies
provided for in this Agreement shall be in addition to and not exclusive of any
other remedy available by statute or under principles of common law or equity
and such remedies may be exercised by the party(s) consecutively or
concurrently and such exercises shall not be deemed to waive any other rights or
remedies which may be available to a party.

This Agreement shall be binding upon and shall inure to the benefit of the parties
hereto and their respective heirs, successors and assigns, provided however, the
Agreement shall not be assigned by the Dealer without prior written consent of
the Assignee.

This Agreement shall be governed by and construed in accordance with the laws
of the State of Ohio.

Any provision of this agreement at variance with the laws of any State or Territory
in which it is or becomes operative, or of the United States shall be deemed
modified to conform with such laws and the remaining provisions shall remain in
effect.

Any claim or controversy in connection with, arising out of, or relating to the
Agreement between Dealer and Assignee or Cornwell shall be settled by binding
arbitration in accordance with the rules pertaining to commercial dispute
arbitration then existing with the American Arbitration Association. Judgment
upon the award rendered by the arbitrator(s) may be entered in any court having
jurisdiction. Such arbitration shall take place in such locations as the parties
mutually agree, and in the absence of such agreement, in Akron, Ohio. The laws
applicable to the arbitration procedure shall be the laws of the State of Ohio. The
award of the arbitrator(s) shall be the sole remedy between the parties regarding
any claims, counterclaims, issues presented or pled to the arbitrator(s).
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Supersedes: 04/01/13

Cornwell and Assignee reserve the right to obtain injunctive relief from the act or
omission of any activity prohibited or required by this Agreement in any court
having jurisdiction, when such act or omission will cause irreparable harm to
Cornwell or Assignee.

19.  Any notice required to be given under this Agreement or service of process for
the purposes of arbitration or litigation of issues arising out of it, shall be given
to Assignee at 667 Seville Road, Wadsworth, Ohio 44281 and to Dealer and
Dealer's Spouse, if applicable, at the address or addresses last provided by
them to Cornwell. Service on Cornwell, Assignee, Dealer, or Dealer’'s Spouse
shall conclusively be deemed to have been completed for all purposes if made
by regular U.S. mail or any other usual and reliable form of delivery to the
address last given. The parties will continue to have the obligation to notify
one another of any change of address during and after the termination of this
Agreement, if they wish to be assured of the receipt of notices and service of
process, and they expressly waive any objection to notice provided or service
made to the last address they have given.
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April, 2014
Supersedes: 04/01/13

IN WITNESS THEREOF, the parties hereto caused this Agreement to be executed as
of the date and year first written above.

Name of Business Entity

Dealer Signature Date

Print Dealer Name

Dealer Spouse Signature Date

Print Dealer Spouse Name

Street Address City State Zip Code

STATE OF }
}SS:
COUNTY OF }

BEFORE ME, a Notary Public in and for said County and State, personally
appeared the above-named, , who acknowledged
that he/she did sign this and the same is his/her free act and deed.

IN TESTIMONY WHEREOF, | have hereunto set my hand and official seal
at : the day of

, 20

(SEAL)

NOTARY PUBLIC

FOR OFFICE USE ONLY

Agreed to and accepted this day of , 20
in Wadsworth, Ohio.

By:

Cornwell Tech-Credit Representative

Print Representative Name Title of Representative

TC0414 page 8 of 8



EXHIBI'T L



EXHIBIT E

Aprii 1, 2014

Supersedes: April 1, 2013

CORNWELL QUALITY TOOLS COMPANY

AUTHORIZATION AGREEMENT FOR
AUTOMATIC PAYMENT (ACH DEBITS)

| hereby authorize Cornwell Quality Tools Company to initiate debit entries and to
initiate, if necessary, credit entries and adjustments for any debit in error to my (our)
account or accounts listed below:

Financial Institution Information

Institution Name TransitABA Number* Account Number Type of Account

[[] Checking [] Savings

[[] Checking [[] Savings

[[] Checking [] Savings

The authority is to remain in full force until Cornwell Quality Tools Company has
received written notification from me (us) of its termination in such time and such
manner as to afford Cornwell Quality Tools Company and the Financial
Institution(s) a reasonable opportunity to act on it.

Print Full Name Listed on Account:

Name of Business Entity

Signature Date

Signature Date

Attach

Voided

Check
Here

*Notes on TransitVABA Numbers
*Provide the nine-digit number that appears on the bottom of a check. Atftach a voided check to verify the
accuracy of this important number.
*This number is not valid if the first numberis 4, 5,8, 7, 8 or 9.
*Financial Institutions must be a receiving Institution of the Federal Reserve.
“If the financial institution is a Credit Union, transit and ABA number 02189-0947-8 is not valid for Direct debit
and credit activity. You must get transit and ABA number from the Credit Union.
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EXHIBIT F

DEALER CREDIT ACCOUNT PROGRAM AUTHORIZATION

This authorization is given on this day of , 20

by , @ Cornwell Dealer (“Dealer”), to Cornwell
Quality Tools Company Co. (“Cornwell”).

RECITALS

A. Cornwell is a manufacturer and distributor of various tools and other items of
use in the automotive repair business.

B. Dealer is a franchised independent Cornwell Dealer engaged in the sale of
Cornwell’'s automotive tools, equipment and other products to the professional
mechanic and technician, pursuant to a Dealer Franchise Agreement.

In consideration of the mutual promises set forth, the Dealer and Cornwell agree as
follows:

1. Cornwell will provide Dealer with an account within the Dealer Credit Account
Program (“DCA”) for Dealer to accumulate broken tool credits and/or incentive credits
throughout the year.

2.  Funds can be used at any time throughout the year. Any unused funds on April
1% of each year will automatically be credited to dealer's open account. The process
then automatically restarts.

3. Interest will be accumulated on a weekly basis at a nominal rate, which will be
determined every 90 days.

4. Dealer agrees that Comwell may, in its absolute discretion, apply credits toward
Dealer’s open account if the same becomes past due for more than thirty (30) days.

5. Accumulated credits are not transferable to other Comwell Dealers.
6. Accumulated funds shall not be refunded with cash if the same are not used for
Cornwell purchases or applied to Dealer's open account. In the event that Dealer's

Franchise is terminated, voluntary or otherwise, all accumulated credits shall be applied
to any indebtedness owed on Dealer’s open account.
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7. Cornwell or Dealer may terminate this Agreement and the DCA at any time after
mailing written notice to the other, thirty (30) days before the effective date of such
termination. This authorization in no way modifies any of the terms or conditions of
Dealer's Dealer Franchise Agreement and/or Dealer Purchase Order, Note And
Security Agreement. All provisions of those written agreements remain in full force
and effect.

Dealer elects the following options for the DCA:
__ Broken Tool Credits to DCA (Only)
__Incentive Credits only to DCA (Only)
__ Both Broken Tool Credits and Incentive Credits to DCA

Neither Broken Tool Credits or Incentive Credits to DCA

(Name of Business Entity)

Dated:

(Dealer Signature)

(Print Dealer Name) (Dealer Code)
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EXHIBIT G
ADDENDUM —- NOTES TO ITEM 17

NOTE 1 You may be terminated by Cornwell because of default caused by the
following: (1) breach of promises contained in the Agreement, including but not
limited to your failure to promptly pay for merchandise delivered by Cornwell or to
maintain the inventory purchase levels described in Item 8, to display Cornwell’'s
trademarks and to refrain from their misuse, to supply weekly data required
described in Item 11, Note 5; (2) a voluntary or involuntary proceeding is instituted
against you in bankruptcy or other similar laws (this provision may not be
enforceable under federal bankruptcy law (11 U.S.C Section 101 et seq.); (3) a
Receiver is appointed for your assets; (4) you make an assignment for the benefit
of your creditors; or (5) you are convicted of a felony. You have thirty days to cure
default caused by nonpayment for merchandise and failure to maintain inventory
purchase levels. No action or failure to act on the part of Cornwell shall operate as
a waiver or otherwise of the subsequent right to terminate you, unless expressly so
stated in writing.

NOTE 2 You may terminate the Dealer Franchise Agreement at any time after
mailing written notice thirty (30) days before the effective date to Cornwell. After 5
years, Cornwell may exercise a similar right of termination if Cornwell ceases
generally from the business of selling the Products in the State in which the
Territory is located. Cornwell shall give at least one (1) year's notice in writing of
such termination, and shall not offer franchises again to sell the Products in the
State for at least five (5) years thereafter.

NOTE 3 Following termination, you must cease from and may not use the Cornwell
trademark or trade names in any fashion and must remove the trademarks and
trade names and all reference to the trademarks and trade names by way of signs
or otherwise from your property and discontinue reference to the trademarks and
trade names from your advertising.

NOTE 4 Upon termination, Cornwell will purchase certain merchandise from you or
your estate at the then prevailing dealer prices, less a 15% restocking charge.
These tools must be shipped freight prepaid to Cornwell's distribution center in
Wadsworth, Ohio. Only new tools and other merchandise will be approved for
return. They must be in new and saleable condition, listed in the current price
sheet and not to be discontinued by Cornwell. All returned product must be of
current design and finish. All products returned must be in the original carton or
container. Broken packs of Cornwell or Cornwell-Allied tools will not be accepted
for return, if the tools are normally sold by Cornwell in factory pack guantities.
The following items are not subject to return: tool boxes, socket trays, clips and
rails, vinyl kit bags, air compressors, parts washers, sales administration or truck
display aids, welders, battery chargers and serial numbered test equipment.



NOTE 5 Upon termination, Cornwell will refund any credit balance remaining after
all outstanding loan and open account balances are satisfied. Cornwell does not
retain any right of first refusal concerning the purchase of your dealership or any of
its inventory or other property.

NOTE 6 Your dealership is not transferable or assignable by you, either voluntarily
or by operation of law, without Cornwell's written approval, which will not be
unreasonably withheld. Cornwell may always transfer or assign its rights and
obligations under the Franchise Agreement, however. You retain the right to assign
or transfer your assets, subject to Cornwell’s security interest. Cornwell may also in
its sole discretion waive the prohibition against assignment of the dealership, to
permit a succession of ownership within your family upon your death or disability,
when the proposed successor has been active previously in the business.

NOTE 7 The Franchise Agreement may only be modified in writing by both parties.
However, Cornwell reserves the right to establish the prices and terms at which it
will sell to dealers and repurchase inventory from them, in its sole discretion.

NOTE 8 Any claim or controversy in connection with, arising out of, or relating to
the Agreement between you and Cornwell shall be settled by binding arbitration in
accordance with the rules pertaining to commercial dispute arbitration then existing
with the American Arbitration Association. Judgment upon the award rendered by
the arbitrator(s) may be entered in any court having jurisdiction. Such arbitration
will take place in such locations as the parties mutually agree, and in the absence
of such agreement, in Akron, Ohio. The laws applicable to the arbitration
procedure will be the laws of the State of Ohio.

NOTE 9 The award of the arbitrator(s) shall be the sole remedy between the
parties regarding any claims, counterclaims, issues presented or pled to the
arbitrator(s). Cornwell reserves the right to seek injunctive relief from the act or
omission of any activity prohibited by the Agreement in any court having
jurisdiction.

NOTE 10 Any notice required to be given under the Franchise Agreement or the
Dealer Purchase Order, Note and Security Agreement, or service of process for
the purposes of arbitration or litigation of issues arising out of the dealership,
shall be given to Cornwell at 667 Seville Road, Wadsworth, Ohio 44281 and to
Dealer and Dealer's Spouse, if applicable, at the address or addresses last
provided by them to Cornwell. Service on Cornwell, Dealer, or Dealer's Spouse
shall conclusively be deemed to have been completed for all purposes if made by
regular U.S. mail or any other usual and reliable form of delivery to the address
last given. The parties will continue to have the obligation to notify one another
of any change of address during and after the termination of the dealership, if
they wish to be assured of the receipt of notices and service of process, and they
expressly waive any objection to notice provided or service made to the last
address they have given.



These states have statutes, which may supersede the franchise agreement
in your relationship with the franchisor, including the areas of termination and
renewal of your franchise: ARKANSAS [Stat. Section 70-807], CALIFORNIA [Bus.
& Profd. Code Sections 20000-20043], CONNECTICUT [Gen. Stat. Section 42-
133e et seq.], DELAWARE [Code tit. 6 Sections 2551-2556], HAWAII [Rev. Stat.
Section 482E-1], ILLINOIS [Rev. Stat. Chapter 121 %% par 1719-1720], INDIANA
[Stat. Section 23-2-2.7], IOWA [Code Sections 523H.1-523H.17], MICHIGAN [Stat.
Section 19.854 (27)], MINNESOTA [Stat. Section 80C.14], MISSISSIPPI [Code
Section 75-24-51], MISSOURI [Stat. Section 407.400], NEBRASKA [Rev. Stat.
Section 87-401], NEW JERSEY [Stat. Section 56:10-1], SOUTH DAKOTA [Codified
Laws Sections 37-5B-5], VIRGINIA [Code 13.1-557-574-13.1-564], WASHINGTON
[Code Section 19.100.180], WISCONSIN [Stat. Section 135.03]. These and other
states may have court decisions, which may supersede the franchise agreement in
your relationship with the franchisor including the areas of termination and renewal

of your franchise.
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EXHIBIT H
MINNESOTA ADDENDUM

This Addendum to Cormnwell's Dealer Franchise Agreement is made and entered into this ___ day
of , 20___, and provides as follows:
WHEREAS, Cornwell and entered into an Agreement that is governed by

Minnesota law. The Agreement is supplemented, amended and modified as set forth below:

1. Minn. Stat. § 80C.21 and Minn. Rule 2860.4400(J) prohibit Cornwell from requiring
litigation to be conducted outside Minnesota. In addition, nothing in the disclosure document or
agreement can abrogate or reduce any of your rights as provided for in Minn. Stat. Chapter 80C or your
rights to any procedure, forum, or remedies provided for by the laws of the jurisdiction.

2. With respect to franchises governed by Minnesota law, the franchisor will comply with
Minn. Stat. § 80C.14, Subds. 3, 4, and 5, which required, except in certain specified 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.

3. Pursuant to Minn. Stat. § 80C.12 SUBD. 1(G) M innesota considers it unfair to not protect
the franchisee’s right to use the trademarks. The Franchisor will protect the franchisee’s rights to use the
trademarks, service marks, trade names, logotypes, or other commercial symbols or indemnify the
franchisee from any loss, costs, or expenses arising out of any claim, suit, or demand regarding the use of
the name.

4. Minn. Rule 2860.4400(D) prohibits a franchisor from requiring a franchisee to assent to a
general release.

5. Pursuant to Minn. Rule 2860.4400(J), the franchisee cannot waive any rights.
Accordingly, the franchisee cannot consent to the franchisor obtaining injunctive relief. However, the
franchisor may seek injunctive relief.

6. The limitations of Claims section must comply with Minn. Stat. § 80C.17 SUBD. 5.



IN WITNESS WHEREOF, Cornwell and Dealer have set their hands hereunto as of the date first

set forth above.

Witnesses: CORNWELL:
{Corporate Officer) (Date)
DEALER:
(Dealer Signature) (Date)
(Dealer's Spouse) (Date)

MN ADDENDUM
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EXHIBIT T

CORNWELL QUALITY TOOLS COMPANY
IRONMAN BUSINESS NETWORK (“IBN")
SOFTWARE LICENSE, MAINTENANCE AND SUPPORT AGREEMENT
(END USER LICENSE AGREEMENT)

The Cornwell Quality Tools Company (“Cornwell”) agrees to provide to:
(Dealer) and (Dealer Spouse)
and (if applicable) (Business Entity Name) (collectively,
“Dealer”) and the Dealer agrees to license from Cornwell, one (1) copy of the
applications software system known as the Cornwell Ironman Business Network (“IBN
Software”) consisting of computer programs and associated documentation, subject to
the terms and conditions set forth in this Agreement (“the License Agreement”).

Cornwell and the Dealer are parties to a Dealer Franchise Agreement dated as of

, 20 (the “Franchise Agreement’). The terms of this License
Agreement and the Franchise Agreement are incorporated into one another. If the
Franchise Agreement exists prior to this License Agreement, it is deemed amended to
include this License Agreement. In the event of a conflict between the two, the terms of
this License Agreement shall prevail.

1. LICENSE OF SYSTEM; PERMITTED USE AND COPYING.

The Cornwell IBN Software is the proprietary property of Cornwell. Cornwell grants a
nonexclusive license to the Dealer to use the IBN Software only in connection with the
operation of the Dealer's Cornwell dealership. Cornwell will provide the IBN Software
and documentation to the Dealer upon order of the IBN Software by the Dealer.

The Dealer may not sublicense, assign, sell, transfer or dispose of any part of the IBN
Software, or any copies of the IBN Software, to any person or entity. The Dealer may
not reverse engineer, decompile, or disassemble the IBN Software. The Dealer
warrants that the IBN Software will be used only in connection with the operation of the
Dealer's Cornwell dealership, and will not be used for any other purposes. The Dealer
may make a reasonable number of backup copies of the IBN Software only for the
purpose of operating the dealership.

All title, including but not limited to copyrights, in and to the IBN Software and any
copies of it are owned exclusively by Cornwell. All rights not expressly granted are
reserved by Cornwell.

2. CHARGES AND PAYMENT TERMS.
The initial startup fee for the IBN Software is $150.00. The current monthly

maintenance and support fee is $50.00. Such fee is subject to change by Cornwell from
time to time. There will also be a one-time $175.00 license fee for Credit Card

IBN-EULA 2013 Page 10f8



Processing Software that interfaces with the IBN Software, to include the cost of
signature hardware.

3. TERM.

This Agreement will remain in effect while the Franchise Agreement is in effect, unless
terminated by either party in accordance with the terms of this Agreement. This
Agreement will terminate upon the termination of the Franchise Agreement.

4. SYSTEM HARDWARE and INTERNET CONNECTIVITY.

The Dealer agrees to subscribe to a high speed Internet Connection through one of the
national (i.e. Time Warner, Qwest, Verizon, AT&T, etc.) or local Internet Service Providers
in his area.

Additionally the Dealer agrees to purchase or lease computer hardware that meets or
exceeds the minimum recommended requirements as follows:

Manufacturer (recommended). HP, Toshiba, Lenovo, Samsung

CPU: Intel Core i3 1.4GHZ (or equivalent or faster)

Memory: 2GB

Hard Drive: 250GB

Monitor resolution: 1024x768

OS: Windows XP (w/SP3) or Windows 7 or Windows 8

Printer. DeskJet (LaserJet recommended)

Wireless connectivity to the Intermnet via an internal wireless card or a vendor-supplied
wireless card.

Cornwell does not guarantee or warrant the successful execution of the IBN Software
on every particular brand and/or model of computer. It is the Dealer's responsibility to
handle all equipment hardware/warranty issues directly with the equipment
manufacturer. Cornwell is not responsible for hardware reliability or service. The above
standards are established solely for the purpose of optimum IBN Software performance.
System Hardware requirements are subject to change.

The Dealer will be responsible for acquiring and maintaining the computer hardware
and manufacturer’'s operating system software required to execute the IBN Software.
Except for the IBN Software, the Dealer will have sole and complete responsibility for:
(a) acquiring, operating, maintaining and upgrading Dealer's own computer hardware
and software; (b) the manner in which the Dealer's systems interface with Cornwell’'s
systems and those of other third parties; and (¢) any and all consequences that may
arise if the Dealer’s systems are not properly operated, maintained, and upgraded.

The Dealer is responsible for acquiring and maintaining an Internet email account and
must promptly notify Cornwell’s Customer Service Department of any changes. This
account must be established prior to attending the new Dealer training. The Dealer is
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further responsible for entering the shop, customer, tax rates and other data needed to
run the IBN Software.

5. CORNWELL'S MAINTENANCE AND SUPPORT RESPONSIBILITIES.

Cornwell will make on-call support available to the Dealer on office working days during
the hours of 8:00 a.m. through 6:00 p.m. E.T. All notices of errors or malfunctions must
be clearly stated by telephone or in writing by the Dealer and must provide details
sufficient to diagnose or reproduce such errors.

If the Dealer notifies Cornwell of a suspected error, Cornwell will respond within an
industry-customary time and will use all reasonable efforts to confirm the existence of
and correct such reproducible error by exercising standard test programs and taking
necessary corrective actions. If, in analyzing a suspected error in the IBN Software at
the Dealer's request, Cornwell determines that no error exists in the IBN Software
program logic and/or documentation, and/or if the program malfunction is due to the
Dealer’s alteration of the IBN Software, and/or if the Dealer is using computer hardware
other than specified or approved by Cornwell or if the laptop computer is infected with
viruses, worms and/or spyware of any nature, Cornwell will proceed with further efforts
to diagnose and correct the malfunction only if the Dealer agrees to pay Cornwell for its
time and efforts at Cornwell's then-current rates. The current rate is $150.00/hour.

Cornwell will from time to time review the IBN Software for improved functionality and
operating efficiency. Cornwell will, based on its own judgment, make such
improvements and enhancements to the IBN Software from time to time as it deems
appropriate. Cornwell will provide such updated software and documentation to the
Dealer. Cornwell will also provide to the Dealer, as updates under the terms of this
Agreement, any program logic and documentation changes made by Cornwell to correct
any proven reproducible errors in the IBN Software which cause the IBN Software to
deviate materially from the specifications for that system.

Any changes to IBN Software or its program logic or documentation made by Cornwell
under the terms of this Agreement will be downloaded to the Dealer on the Internet.

To ensure performance and software compatibility, the use of the IBN computer and
software shall be restricted to the Dealer's Cornwell business related functions. For
example, the IBN computer shall not be used to browse the Internet for personal use, it
should not be used for gaming, and other third-party software should not be loaded and
executed on the computer.

7. LIMITED WARRANTY.

Cornwell hereby warrants the IBN Software for a period of ninety (90) days from the
time of shipment to materially conform to the specifications described in the
documentation in the shipment. Within the warranty period, if the Dealer finds that the
BN Software does not materially conform to the specifications, the Dealer will promptly
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provide Cornwell with sufficient documentation of such nonconformity such that
Cornwell can reproduce and verify the same. Cornwell will, within a reasonable time,
upon its confirmation of the nonconformity, provide the Dealer with either instructions for
correcting the nonconformity or an updated copy of the IBN Software that is free of the
nonconformity.

In the event that Cornwell is unable to accomplish any of the above, it will accept a
return of the nonconforming IBN Software and fully refund to the Dealer the license fee
paid. The foregoing will constitute Cornwell’'s sole obligation, and the Dealer's sole
remedy, for breach of warranty. Cornwell’s warranty is conditioned upon the installation
by the Dealer of any and all updates to the IBN Software provided to the Dealer by
Cornwell and the Dealer's compliance with the terms of this Agreement.

EXCEPT FOR THE EXPRESS LIMITED WARRANTY SET FORTH ABOVE,
CORNWELL HEREBY DISCLAIMS AND DEALER HEREBY EXPRESSLY WAIVES,
ANY AND ALL OTHER EXPRESS WARRANTIES AND REPRESENTATIONS OF ANY
KIND OR NATURE. UPON THE EXPIRATION OF THE EXPRESS LIMITED
WARRANTY PERIOD SET FORTH ABOVE, CORNWELL DISCLAIMS, AND DEALER
HEREBY EXPRESSLY WAIVES, ANY AND ALL IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY IMPLIED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE.

CORNWELL DOES NOT WARRANT THAT USE OF THE IBN SOFTWARE WILL
CAUSE THE DEALER'’S BUSINESS TO IMPROVE, TO SUCCEED, OR TO PERFORM
AT ANY PARTICULAR LEVEL.

IN NO EVENT WILL CORNWELL BE LIABLE TO DEALER FOR ANY SPECIAL,
INDIRECT, INCIDENTAL, OR CONSEQUENTIAL DAMAGES, INCLUDING LOST
PROFITS OR LOST SAVINGS, IN ANY WAY ARISING OUT OF OR RELATING TO
THIS AGREEMENT, WHETHER IN CONTRACT OR IN TORT.

8. CONFIDENTIALITY.

The Dealer will not disclose the IBN Software to any person other than other persons
who have need to use the IBN Software in connection with the operation of the Dealer’s
Cornwell dealership. The Dealer will not alter or remove any ownership, trademark or
copyright notices from the IBN Software or any associated documentation.

9. DEFAULT, TERMINATION.

Either party will have the right to terminate this Agreement upon the same terms that the
Franchise Agreement may be terminated. This Agreement will also terminate
immediately and automatically upon the termination of the Franchise Agreement. In
addition, this Agreement and the license granted hereunder may be terminated by
Cornwell on not less than (30) days’ written notice if Dealer defaults in the payment or
performance of his obligations under this Agreement. Such default will also be a
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material breach of the Franchise Agreement and may lead to termination of the
dealership.

Dealer shall have 30 days to cure default caused by failure to pay as agreed. Comwell
may agree to waive any default, in its sole discretion. No action or failure to act on the part
of Cornwell shall operate as a waiver or otherwise of the subsequent right to terminate this
Agreement, unless expressly so stated in writing.

In the event of termination of the Agreement, the Dealer will immediately cease using
the IBN Software, and will immediately return to Cornwell all copies of the IBN Software
and documentation in the Dealer's possession or under the Dealer’s control. No refund
of any fees paid by the Dealer pursuant to this Agreement will be owed by Cornwell to
the Dealer in the event of the termination of this Agreement.

10. MISCELLANEOUS.

This Agreement will be governed by, and construed and enforced in accordance with
the laws of the State of Ohio. If any provision will be held invalid or unenforceable, such
provision will be severable from the Agreement and will not be construed to have any
effect on the remaining provisions.

11. DISPUTE RESOLUTION.

Any claim or controversy in connection with, arising out of, or relating to this License
Agreement between Dealer and Cornwell shall be settled by binding arbitration in
accordance with the rules pertaining to commercial dispute arbitration then existing with
the American Arbitration Association. Judgment upon the award rendered by the
arbitrator(s) may be entered in any court having jurisdiction. Such arbitration shall take
place in such locations as the parties mutually agree, and in the absence of such
agreement, in Akron, OChio. The laws applicable to the arbitration procedure shall be the
laws of the State of Ohio. The award of the arbitrator(s) shall be the sole remedy between
the parties regarding any claims, counterclaims, issues presented or pled to the
arbitrator(s).

Cornwell reserves the right to obtain injunctive relief from the act or omission of any activity
prohibited or required by this License Agreement in any court having jurisdiction, when
such act or omission will cause irreparable harm to Cornwell,

12. NOTICE.

Any notice required to be given under this Agreement or service of process for the
purposes of arbitration or litigation of issues arising out of it, shall be given to Cornwell
at 667 Seville Road, Wadsworth, Ohio 44281 and to Dealer and Dealer's Spouse, if
applicable, at the address or addresses last provided by them to Cornwell. Service on
Cornwell, Dealer, or Dealer's Spouse shall conclusively be deemed to have been
completed for all purposes if made by regular U.S. mail or any other usual and reliable
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form of delivery to the address last given. The parties will continue to have the
obligation to notify one another of any change of address during and after the
termination of this Agreement, if they wish to be assured of the receipt of notices and
service of process, and they expressly waive any objection to notice provided or service
made to the last address they have given.

13. ENTIRE AGREEMENT; AMENDMENTS.

This Agreement supersedes all previous agreements on the same subject matter between
Dealer and Cornwell. No modification or amendment of this Agreement shall be effective
unless made in writing and signed by a representative of Cornwell and Dealer.

IN WITNESS WHEREOF, Cornwell and Dealer have set their hands to duplicates
hereof at Wadsworth, Ohio and on the day
and year first above written.

NAME OF BUSINESS ENTITY

DEALER SIGNATURE PRINT DEALER NAME

DEALER’S SPOUSE SIGNATURE PRINT DEALER’S SPOUSE NAME

FOR OFFICE USE ONLY

Agreed to and accepted this day of , 20
in Wadsworth, Ohio.

CORNWELL QUALITY TOOLS COMPANY

By:

CORNWELL (Corporate Officer)
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EXHIBIT J
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 Cornwell offers you a franchise, it must provide this Disclosure Document to you by 14 calendar-days
before you sign a binding agreement with, or make payment, to the franchisor or an affiliate in connection
with the proposed franchise sale.

If Cornwell does not deliver this Disclosure Document on time or if it contains a false or misleading
statement, or a material omission, a violation of federal and state law may have occurred and should be
reported to the Federal Trade Commission, Washington, D.C. 20580 and Minnesota Commissioner of
Commerce, 85 7" Place East, Suite 500, St. Paul, Minnesota 55101.

The franchise is offered by Cornwell Quality Tools Company, 667 Seville Road, Wadsworth, Ohio 44281,

330-336-3506 and Cornwell’'s district manager

(Print District Manager's Name)

(Print District Manager's Address and Phone Number)

Issuance date:_April 15, 2014.

| have received a Disclosure Document dated that included the following Exhibits:
A. FINANCIAL STATEMENTS
B. DEALER FRANCHISE AGREEMENT
C. DEALER PURCHASE ORDER, NOTE AND SECURITY AGREEMENT
D. TECH-CREDIT DEALER CREDIT ASSIGNMENT AGREEMENT
E. ACH Agreement-Authorization Agreement for Automatic Payment
F. DCA AUTHORIZATION- DEALER CREDIT ACCOUNT PROGRAM AUTHORIZATION
G. ADDENDUM - NOTES TO ITEM 17
H. MINNESOTA ADDENDUM
I IRONMAN BUSINESS NETWORK (IBN)-END USER LICENSE AGREEMENT
J. RECEIPT
Dated: Your name:

{Do not leave blank) {Please print)

Your signature:

Dated: Spouse name:

{Do not leave blank) {Please print)

Spouse signature:

Exhibit J is a Receipt prepared in duplicate. You must sign both copies of the Receipt. Please retain one
copy for your records and return the other copy to the District Manager who disclosed this document.
MN14



EXHIBIT J
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 Cornwell offers you a franchise, it must provide this Disclosure Document to you by 14 calendar-days
before you sign a binding agreement with, or make payment, to the franchisor or an affiliate in connection
with the proposed franchise sale.

If Cornwell does not deliver this Disclosure Document on time or if it contains a false or misleading
statement, or a material omission, a violation of federal and state law may have occurred and should be
reported to the Federal Trade Commission, Washington, D.C. 20580 and Minnesota Commissioner of
Commerce, 85 7" Place East, Suite 500, St. Paul, Minnesota 55101.

The franchise is offered by Cornwell Quality Tools Company, 667 Seville Road, Wadsworth, Ohio 44281,

330-336-3506 and Cornwell’s district manager

(Print District Manager's Name)

(Print District Manager’'s Address and Phone Number)

Issuance date: April 15, 2014.

| have received a Disclosure Document dated that included the following Exhibits:
A. FINANCIAL STATEMENTS
B. DEALER FRANCHISE AGREEMENT
C. DEALER PURCHASE ORDER, NOTE AND SECURITY AGREEMENT
D. TECH-CREDIT DEALER CREDIT ASSIGNMENT AGREEMENT
E. ACH Agreement-Authorization Agreement for Automatic Payment
F. DCA AUTHORIZATION- DEALER CREDIT ACCOUNT PROGRAM AUTHORIZATION
G. ADDENDUM -~ NOTES TO ITEM 17
H. MINNESOTA ADDENDUM
I IRONMAN BUSINESS NETWORK (IBN)-END USER LICENSE AGREEMENT
J. RECEIPT
Dated: Your name:

(Do not leave blank) {Please print)

Your signature:

Dated: Spouse name:

(Do not leave blank) {Please print}

Spouse signature:

Exhibit J is a Receipt prepared in duplicate. You must sign both copies of the Receipt. Please retain one
copy for your records and return the other copy to the District Manager who disclosed this document.
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