Special Risks to Consider About This Franchise

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

l.

|~

Out_of State Dispute Resolution. The franchise agreement requires you to
resolve disputes with the franchisor by arbitration or litigation only in Arizona.
Out of state arbitration, or litigation may force you to accept a less favorable
settlement for disputes. It may also cost more to arbitrate or litigate with franchisor
in Arizona than in your own state.

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

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

Minimum Required Payments. You must make minimum royalty, advertising,
and other payments, regardless of your sales levels. Your inability to make the
payments may result in termination of your franchise and loss of your investment.

Financial Condition. The franchisor’s financial condition, as reflected in its
financial statement (see Item 21), calls into question the franchisor’s financial
ability to provide services and support to you.

Unopened Franchises. The franchisor has signed a significant number of
franchise agreements with franchisees who have not yet opened their outlets. If
other franchisees are experiencing delays in opening their outlets, you also may
experience delays in opening your own outlet.

Unregistered Trademark. The primary trademark that you will use in your
business is not federally registered. If the franchisor's right to use this trademark in
your area is challenged, you may have to identify your business and its products or
services with a name that differs from that used by other franchisees or the
franchisor. This change can be expensive and may reduce brand recognition of the
products or services you offer.§

Certain states may require other risks to be highlighted. Check the ‘“State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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Filing or Serial No. or
Mark Registrat;gon Date | Registration No. ST
HomeSmart May 30, 2006 3,097,434 U.S. Federal Registration on
Principal Register
June 1, 2010 3,797,647 U.S. Federal Registration on
HOM[SM A RI Principal Register
February 9, 2010 3,746,858 U.S. Federal Registration on
HOM[SM A R-[ Principal Register
HomeSmart January 5, 2010 3,734,317 U.S. Federal Registration on
Principal Register
<|} HOMESMART | August 26, 2025 99358563 U.S. Federal Registration on
/ Principal Register (Pending)
HOMESMART August 26, 2025 99358273 U.S. Federal Registration on
Principal Register (Pending)

We may also use a number of unregistered, common law trademarks. You must follow our rules when
you use our Marks. You may not use any of the Marks alone or with modifying words, designs, or
symbols as part of a corporate or business name or in any form on the Internet, including but not limited
to URLS, domain names, e-mail addresses, locators, links, metatags, or search techniques. You must get
our prior written approval of your company name before you file any registration documents. You must
indicate, as required in the Franchise Agreement, and specified in the Operations Manual, that you are
an independent real estate broker. Guidelines regarding proper trademark use and notices are in the
Operations Manual and will be updated periodically. You may not use our Marks with an unauthorized
product or service, or in a manner not authorized in writing by us.

All required renewals and affidavits have been filed and accepted by the USPTO.

We do not have a federal registration for our principal trademark. Therefore, our trademark does not
have many legal benefits and rights as a federally registered trademark. If our right to use the trademark
is challenged, you may have to change to an alternative trademark, which may increase your expenses.q

There are no currently effective material determinations of the USPTO, the Trademark Trial and Appeal
Board, the trademark administrator of any state or any court, any pending infringement, opposition or
cancellation proceedings or any pending material litigation involving any of our Marks that are relevant
to the use of these Marks. No currently effective litigation affects our use or ownership rights in any
Mark. No currently effective agreement limits our right to use or license the use of our Marks.

You must notify us immediately when you learn about an infringement of or challenge to your use of
our Marks. We may take the action necessary to protect the unauthorized use of our Marks. We are not
obligated to defend you against a claim involving your use of or right to use the Marks, nor to take
affirmative action against any infringement. We have the right to control any administrative or legal
proceedings concerning the Marks.
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MINNESOTA

THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE MINNESOTA FRANCHISE
ACT. REGISTRATION DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION OR
ENDORSEMENT BY THE COMMISSIONER OF COMMERCE OF MINNESOTA OR A
FINDING BY THE COMMISSIONER THAT THE INFORMATION PROVIDED HEREIN IS
TRUE, COMPLETE AND NOT MISLEADING.J

THE MINNESOTA FRANCHISE ACT MAKES IT UNLAWFUL TO OFFER OR SELL ANY
FRANCHISE IN THIS STATE WHICH IS SUBJECT TO REGISTRATION WITHOUT FIRST
PROVIDING TO THE PROSPECTIVE FRANCHISEE, AT LEAST 7 DAYS PRIOR TO THE
EXECUTION BY THE PROSPECTIVE FRANCHISEE OF ANY BINDING FRANCHISE OR
OTHER AGREEMENT, OR AT LEAST 7 DAYS PRIOR TO THE PAYMENT OF ANY
CONSIDERATION, BY THE FRANCHISEE, WHICHEVER OCCURS FIRST, A COPY OF
THIS PUBLIC OFFERING STATEMENT, TOGETHER WITH A COPY OF ALL PROPOSED
AGREEMENTS RELATING TO THE FRANCHISE. THIS PUBLIC OFFERING STATEMENT
CONTAINS A SUMMARY ONLY OF CERTAIN MATERIAL PROVISIONS OF THE
FRANCHISE AGREEMENT. THE CONTRACT OR AGREEMENT SHOULD BE REFERRED
TO FOR AN UNDERSTANDING OF ALL RIGHTS AND OBLIGATIONS OF BOTH THE
FRANCHISOR AND THE FRANCHISEE.{

Minn. Stat. Sec. 80C.21 may prohibit us from requiring litigation to be conducted outside
Minnesota. In addition, as provided for in Minn. Rule 2860.4400J, nothing in the Franchise
Disclosure Document or Franchise Agreement requires a franchisee to waive any of his or her
rights to a jury trial or to waive rights to any procedure, forum, or remedies provided for by the
laws of the jurisdiction, or, to consent to liquidated damages, termination penalties, or judgment
notes; provided that the requirement to arbitrate, as set forth in Section 20 of the Franchise
Agreement is enforceable. The franchisee cannot consent to the Franchisor obtaining injunctive
relief. The Franchisor may seek injunctive relief. See Minn. Rules 2860.4400J. Also, a court will
determine if a bond is required.

ITEM 5 of the Franchise Disclosure Document is amended as follows:

Payment of Initial Franchise Fees will be deferred until Franchisor has met all of its pre-opening
obligations to Franchisee and Franchisee has commenced doing business under the Marks. This
financial assurance requirement was imposed by the Minnesota Department of Commerce due to
Franchisor's current financial condition.

Section 6.1 of the Franchise Agreement is deleted in its entirety and replaced with the following:

6.1 Franchisee will pay a non-recurring initial franchise fee of $20,000 (“Initial Franchise Fee”)
The Initial Franchise Fee will be paid by means of cashier’s check, money order or wire transfer.
The Initial Franchise Fee is fully earned by the Franchisor when paid. The Initial Franchise Fee
is non-refundable once paid except as provided for in Section 6.1. Any fee paid by Franchisee to
Franchisor in connection with Franchisee’s application to Franchisor for approval to become a
franchisee will be credited, in full, towards the Initial Franchise Fee. The Initial Franchise Fee
will be non-refundable unless the Franchisor elects to refund all or a portion of the Initial
Franchise Fee to Franchisee.
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