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Brief Description of the Franchised Business: You will receive a franchise to use an original
development system and copyrighted architectural plans to develop, construct and market a project
consisting of residential dwellings, with the right, upon payment of additional fees and with Epcon
Communities Franchising, LLC’s consent, to develop additional projects. Epcon Communities
Franchising, LLC’s unique development system provides use of intellectual property and guidance for the
development, construction and marketing of a residential “care-free living” community using unique
architectural designs.

The total investment necessary to commence operation of an Epcon Communities franchised business
when purchasing raw land for your Epcon Communities project ranges from $3,373,725 to $5,054,640 for
a 30 Unit project, and ranges from $1,113,725 to $1,495,725 when purchasing developed lots for your
Epcon Communities project. This includes the $80,000 that must be paid to the franchisor or its affiliate.

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

You may wish to receive your disclosure document in another format that is more convenient for you. To
discuss the availability of disclosures in different formats, contact Jennifer Dimel, Franchise Sales
Specialist, at 500 Stonehenge Parkway, Dublin, Ohio 43017 and (614) 761-1010.

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

Buying a franchise is a complex investment. The information in this disclosure document can help you
make up your mind. More information on franchising, such as “A Consumer’s Guide to Buying a
Franchise,” which can help you understand how to use this disclosure document, is available from the
Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at
600 Pennsylvania Avenue, N.W., Washington, D.C. 20580. You can also visit the FTC’s home page at
www.ftc.gov for additional information. Call your state agency or visit your public library for other sources
of information on franchising.

There may also be laws on franchising in your state. Ask your state agencies about them.
Issuance Date: April 17, 2023



How to Use This Franchise Disclosure Document

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

how to find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | earn?

Item 19 may give you information about outlet
sales, costs, profits or losses. You should also try
to obtain this information from others, like current
and former franchisees. You can find their names
and contact information in Item 20 or Exhibit N.

How much will | need to
invest?

Items 5 and 6 list fees you will be paying to the
franchisor or at the franchisor’s direction. ltem 7
lists the initial investment to open. Item 8
describes the suppliers you must use.

Does the franchisor have the
financial ability to provide
support to my business?

Iltem 21 or Exhibit A includes financial statements.
Review these statements carefully.

Is the franchise system stable,
growing, or shrinking?

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

Will my business be the only
Epcon Communities business
in my area?

Item 12 and the “territory” provisions in the
franchise agreement describe whether the
franchisor and other franchisees can compete
with you.

Does the franchisor have a
troubled legal history?

Items 3 and 4 tell you whether the franchisor or its
management have been involved in material
litigation or bankruptcy proceedings.

What’s it like to be an Epcon
Communities franchisee?

Item 20 or Exhibit N lists current and former
franchisees. You can contact them to ask about
their experiences.

What else should | know?

These questions are only a few things you should
look for. Review all 23 Items and all Exhibits in
this disclosure document to better understand this
franchise opportunity. See the table of contents.




What You Need To Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees
even if you are losing money.

Business model can change. The franchise agreement may allow the franchisor to
change its manuals and business model without your consent. These changes may
require you to make additional investments in your franchise business or may harm your
franchise business.

Supplier restrictions. You may have to buy or lease items from the franchisor or a
limited group of suppliers the franchisor designates. These items may be more
expensive than similar items you could buy on your own.

Operating restrictions. The franchise agreement may prohibit you from operating a
similar business during the term of the franchise. There are usually other restrictions.
Some examples may include controlling your location, your access to customers, what
you sell, how you market, and your hours of operation.

Competition from franchisor. Even if the franchise agreement grants you a territory,
the franchisor may have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you
may have to sign a new agreement with different terms and conditions in order to
continue to operate your franchise business.

When your franchise ends. The franchise agreement may prohibit you from operating
a similar business after your franchise ends even if you still have obligations to your
landlord or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to
register before offering or selling franchises in the state. Registration does not mean
that the state recommends the franchise or has verified the information in this
document. To find out if your state has a registration requirement, or to contact your
state, use the agency information in Exhibit O.

Your state also may have laws that require special disclosures or amendments
be made to your franchise agreement. If so, you should check the State Specific
Addenda. See the Table of Contents for the location of the State Specific Addenda.



Special Risks to Consider About This Franchise
Certain states require that the following risk(s) be highlighted:

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

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

Certain states may require other risks to be highlighted. Check the “State
Specific Addenda” (if any) to see whether your state requires other risks to be
highlighted.



DISCLOSURES REQUIRED BY THE STATE OF MICHIGAN

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

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

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver, or estoppel which
deprives a franchisee of rights and protections provided in this Act. This shall not preclude a franchisee, after
entering into a franchise agreement, from settling any and all claims.

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

(d) A provision that permits a franchisor to refuse to renew a franchise without fairly compensating the
franchisee by repurchase or other means for the fair market value at the time of expiration of the franchisee's
inventory, supplies, equipment, fixtures and furnishings. Personalized materials which have no value to the
franchisor and inventory, supplies, equipment, fixtures and furnishings not reasonably required in the conduct
of the franchise business are not subject to compensation. This subsection applies only if: (i) The term of the
franchise is less than five years; and (i) the franchisee is prohibited by the franchise or other agreement from
continuing to conduct substantially the same business under another trademark, service mark, trade name,
logotype, advertising or other commercial symbol in the same area subsequent to the expiration of the
franchise or the franchisee does not receive at least 6 months advance notice of the franchisor’s intent not to
renew the franchise.

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

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

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

() The failure of the proposed transferee to meet the franchisor's then
current reasonable qualifications or standards;

(i) The fact that the proposed transferee is a competitor of the
franchisor or subfranchisor.

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

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

(h) A provision that requires the franchisee to resell to the franchisor items that are not uniquely
identified with the franchisor. This subdivision does not prohibit a provision that grants to a franchisor a right



of first refusal to purchase the assets of a franchise on the same terms and conditions as a bona fide third
party willing and able to purchase those assets, nor does this subdivision prohibit a provision that grants the
franchisor the right to acquire the assets of a franchise for the market or appraised value of franchisee’s
assets if the franchisee has breached the lawful provisions of the franchise agreement and has failed to cure
the breach in a manner provided in subdivision (c).

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

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

No statement, questionnaire, or acknowledgment signed or agreed to by a franchisee or licensee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving any
claims under any applicable state franchise law, including fraud in the inducement, or (ii) disclaiming
reliance on any statement made by any franchisor, franchise seller, or other person acting on behalf of
the franchisor. This provision supersedes any other term of any document executed in connection with
the franchise.

The Michigan Franchise Investment Law also provides:

A franchisor whose most recent financial statements are unaudited and which show a net worth of
less than One Hundred Thousand Dollars ($100,000) shall, at the request of a franchisee, arrange for the
escrow of initial investment and other funds paid by the franchisee until the obligations to provide real estate,
improvements, equipment, inventory, training or other items included in the franchise offering are fulfilled. At
the option of the franchisor, a surety bond may be provided in the place of escrow.

The escrow agent shall be a financial institution authorized to do business in the State of Michigan.
The escrow agent may release to the franchisor that amount of the escrowed funds applicable to a specific
franchisee upon presentation of an affidavit executed by the franchisee and an affidavit executed by the
franchisor stating that the franchisor has fulfilled its obligation to provide real estate, improvements,
equipment, inventory, training or other items. This subsection does not prohibit a partial release of escrowed
funds upon receipt of affidavits of partial fulfillment of the franchisor's obligation.

Franchisees should direct any questions concerning this offering to:

Assistant Attorney General

Consumer Protection Division, Franchise Section
G. Mennen Williams Building, First Floor

525 West Ottawa Street

Lansing, MI 48933

(517) 335-7567
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ITEM 1. THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

The name of the franchisor is Epcon Communities Franchising, LLC, which is referred to in this
disclosure document as “Epcon Communities Franchising, LLC” or “ECFL” or “we” or “us”. ECFL is an
Ohio limited liability company, formed on December 31, 2019. We do business under the names “Epcon
Communities Franchising, LLC”, “Epcon Communities Franchising”, “Epcon Homes & Communities” and
“Epcon Communities”. Our principal business address is 500 Stonehenge Parkway, Dublin, Ohio 43017.
Our agent for service of process is Epcon Communities Franchising, LLC, 500 Stonehenge Parkway,
Dublin, Ohio 43017, Attention: Joseph R. Karpowicz. In addition, if your state is listed in Exhibit P, our

agent for service of process in your state is listed in Exhibit P.

On December 31, 2019, Epcon Communities Franchising, Inc. converted from an Ohio
corporation to an Ohio limited liability company with the name Epcon Communities Franchising, LLC.
Because of the nature of the conversion and the fact that there was no “acquisition” of assets, we do not
regard Epcon Communities Franchising, Inc. (referred to in this disclosure document as “ECFI”) as a
predecessor of Epcon Communities Franchising, LLC. Epcon Communities Franchising, Inc.’s principal
business address was 500 Stonehenge Parkway, Dublin, Ohio 43017.

From March 14, 2005 until December 31, 2019, under the name Epcon Communities
Franchising, Inc., we offered and sold Epcon Communities franchises. ECFI changed its name on
March 14, 2005 from Epmark, Inc. From August 1996 until February 2005, under the name Epmark, Inc.,
we offered and sold Epmark franchises.

Parents, Affiliates and Predecessors

EC Franchising, LLC, Epcon JV LLC and Epcon Holding LLC, each with a principal business
address of 500 Stonehenge Parkway, Dublin, Ohio 43017, are ECFL’s parent companies.

Epcon Communities, LLC (“Epcon LLC”), EC New Vision Ohio, LLC (“ECNV Ohio”), Epcon
Communities Carolinas, LLC (“Carolinas LLC”), EC New Vision Carolinas, LLC (“ECNV Carolinas”), EC
New Vision Indiana, LLC (“ECNV Indiana”), EC New Vision Georgia, LLC (“ECNV Georgia”), and EC New
Vision Tennessee, LLC (“ECNV Tennessee”) are affiliates of ECFL, each with a principal business
address of 500 Stonehenge Parkway, Dublin, Ohio 43017. Epcon LLC and ECNV Ohio are collectively
referred to in this disclosure document as “Epcon”. Carolinas LLC and ECNV Carolinas are collectively
referred to in this disclosure document as “Epcon Carolinas”. ECNV Indiana is referred to in this
disclosure document as “Epcon Indiana”. ECNV Georgia is referred to in this disclosure document as
“Epcon Georgia.” ECNV Tennessee is referred to in this disclosure document as “Epcon Tennessee.”

In 1986, Epcon LLC’s two principals began the work and development projects that ultimately
became the Epcon Communities Development System described in this Item 1 as the “Development
System”.

Epcon LLC and ECNV Ohio develop and construct residential community projects in Ohio
through a number of single member limited liability companies, for which either Epcon LLC or ECNV Ohio
is the sole member, using the Development System.

Throughout its existence, Epcon has been involved in the development and construction of low-
maintenance residential community projects in central Ohio. Generally, Epcon does business under the
names “Epcon Communities” and “Epcon”.

Carolinas LLC and ECNV Carolinas develop and construct residential community projects in
North Carolina and South Carolina through a number of single member limited liability companies, for
which either Carolinas LLC or ECNV Carolinas is the sole member, using the Development System.
Generally, Epcon Carolinas does business under the names “Epcon Communities,” and “Epcon”.



ECNYV Indiana develops and constructs residential community projects in Indiana through single
member limited liability companies, for which ECNV Indiana is the sole member, using the Development
System. ECNV Indiana is referred to in this disclosure document as “Epcon Indiana”. Generally, Epcon
Indiana does business under the name “Epcon Communities,” and “Epcon”.

As of the original issuance date of this disclosure document, ECNV Georgia has not developed
Epcon Communities residential community projects in Georgia, but has plans to do so during 2023.
ECNV Georgia will develop these projects through single member limited liability companies, for which
ECNV Georgia will be the sole member, using the Development System. ECNV Georgia is referred to in
this disclosure document as “Epcon Georgia”. Generally, Epcon Georgia will do business under the name
“Epcon Communities” and “Epcon”.

As of the original issuance date of this disclosure document, ECNV Tennessee has not
developed Epcon Communities residential community projects in Tennessee, but has plans to do so
during 2023. ECNV Tennessee will develop these projects through single member limited liability
companies, for which ECNV Tennessee will be the sole member, using the Development System. ECNV
Tennessee is referred to in this disclosure document as “Epcon Tennessee”. Generally, Epcon
Tennessee will do business under the name “Epcon Communities” and “Epcon”.

Epcon Communities Marketing Program, Inc. (“Epcon Marketing”) is an affiliate and subsidiary of
ECFL, which was formed to facilitate the system-wide pooling and expenditure of funds used for
marketing Units in Epcon Communities projects, including those of ECFL’s franchisees and Epcon, Epcon
Carolinas and Epcon Indiana. Epcon Marketing’s principal business address is 500 Stonehenge Parkway,
Dublin, Ohio 43017.

ECFL has no predecessors required to be disclosed in this disclosure document.

Description of Epcon Communities Franchising, LLC’s Business

ECFL is in the business of licensing franchisees to develop, construct and market attached and
detached residential homes in residential community development projects using an original development
system, copyrighted architectural plans (including plans for two, three or four-Unit attached buildings in
various configurations and plans for single family detached residential Units (defined below)), and other
building designs like illustrations, renderings, blueprints and models, all under uniform and distinctive
methods, plans, standards, specifications and systems, as periodically modified by it (referred to in this
disclosure document as the “Development System”). A residential dwelling unit in a condominium or
platted lot single family development project is referred to in this disclosure document as a “Unit.”

The Development System includes other special characteristics identified to the public by our
service marks, trade name, emblems, signs, slogans, insignia and copyrights as have been designed by
us for use with the Development System (referred to in this disclosure document as the “Marks”).

When we use the word “you” in this disclosure document, we are referring to you as a prospective
ECFL franchisee and to other ECFL franchisees. If you elect to acquire an ECFL franchise through a
corporation, partnership, limited liability company, or other business entity, the word “you” also includes
the shareholders, partners, members, managers or owners of that entity.

Description of the Epcon Communities Franchise

You will be granted the right to use the Development System in developing, constructing and
marketing attached and detached residential homes in residential community development projects at a
specified location and within a specified territory using the Marks.

If you have not identified a specific property for development at the time you sign your Franchise
Agreement with us, you must sign an Initial Market Area Agreement (the form of each is attached as



Exhibit C to this disclosure document), which provides for a market area in which you may be able to
locate your project and which gives you additional time to locate suitable property for your project. When
you identify a property for your project, and we agree to that location, you will be required to sign a Market
Area Agreement with us, which will have a smaller market area than that in the Initial Market Area
Agreement. The size of the market area included in the Market Area Agreement will depend upon the
number of Units planned for your project. The form of Market Area Agreement is attached to this
disclosure document as Exhibit D.

Under certain circumstances, we may grant you an extension of time to use the rights to the
Development System granted to you under your Market Area Agreement, and under certain
circumstances, even though your rights to use the Development System have terminated, you may
complete construction of Units in your project (during a period of time not to exceed one year).

The general market for the Units to be developed, constructed and marketed by you includes
those seeking to purchase ranch style homes in low maintenance communities.

The majority of Epcon Communities' franchisees purchase raw ground on which they build the
Units comprising their Epcon Communities project. While not typical, you may purchase developed lots in
an existing real estate development for your project instead of raw ground. The market for the products
and services that you will provide to homeowners is well developed. The sale of the Units in your project
is a year-round business.

If you become an ECFL franchisee, you must compete with a number of already established
businesses developing, constructing and marketing housing, many of which may have been in business
for a significant period of time, as well as other new and re-sale single family homes, condominiums and
apartment rentals. You should consult the internet and/or a classified telephone directory under
“Condominiums”, “565+ Housing”, “Building Contractors” and “Realtors” to determine the number of
competitors in the area.

Your Epcon Communities business and project are subject to numerous laws and governmental
regulations that apply to businesses generally. In addition, you must comply with a variety of federal, state
and/or local laws and regulations concerning zoning and building codes, licensing requirements for
contractors, property managers and real estate salespersons, the formation and management of
condominium associations, occupational health and safety on the construction site, housing finance, the
federal Interstate Land Sales Full Disclosure Act, equal housing laws, the Fair Housing Act and the
Americans with Disabilities Act, as well as the Accessibility Guidelines promulgated under each of these
laws. Before you purchase an Epcon Communities franchise, we suggest that you check on the existence
and the requirements of these laws and regulations in your area. We do not warrant to you that the
architectural plans, specifications, condominium association materials and site plan samples provided as
part of our Development System will comply with the laws and regulations applicable in the state and
local governmental jurisdictions in which you decide to locate your project. You will be required to
engage a local architect and legal counsel to assist you in determining which state and local government
agencies are involved in regulating real estate development activity in your area and in making any
modifications to the architectural plans, specifications, sample condominium association materials and
site plan samples that are necessary to permit your project to be in compliance with all applicable laws
and regulations. You must provide us with a letter from your architect detailing all of the changes made to
the architectural plans, if any. If you are unable to obtain permits and approvals from governmental
authorities regarding a particular project site within thirty-six months after signing the Franchise
Agreement, you may terminate your Franchise Agreement if you provide timely notice to us of your desire
to terminate the agreement and you pay us a termination fee. If governmental authorities require you to
make modifications to the plans to gain approval or obtain a permit, you must comply with these
requirements in order to move ahead with your project.

You must pay us the Initial Franchise Fee and you may be required to pay us the Minimum
Monthly Royalty regardless of whether you commence construction or complete development of a project
or build any Units.



Prior Business Experience of Epcon Communities Franchising, LLC

ECFL has not itself developed Epcon Communities projects of the type being franchised. From its
formation in April 1995, until it began offering franchises in August 1996, ECFI (now known as ECFL)
granted licenses to licensees to use its development system in developing multi-family residential
communities to be located in the United States. These licenses were not franchises, because the
licensees were prohibited from using the licensor’s service mark in their activities. As of August 1996,
ECFI (now know as ECFL) focused on offering and selling franchises. Beginning in 2023, under a
separate disclosure document and franchise offering, ECFL plans to offer franchises in Canada. As of the
original issuance date of this disclosure document, there are no Epcon Communities franchised
businesses in Canada.

Epcon, Epcon Carolinas, Epcon Indiana, Epcon Georgia, and Epcon Tennessee and their
principals, have for 36 years, since 1986, developed or are currently developing 106 multi-family
residential communities of the type being franchised in Ohio, Georgia, Indiana, Florida, North Carolina
and South Carolina (including those currently under construction), and beginning in 2023, plan to develop
these multi-family residential communities in Georgia and Tennessee. The total number of Units
developed in the past, along with the estimated number of Units to be developed during 2023 in these
states is approximately 9,179.

From October, 1988 through April, 1995, Epcon LLC granted licenses to licensees to use what
was then known as the Epcon development system to develop multi-family residential communities.
Epcon LLC ceased granting licenses for use of the system in April 1995 and itself became a licensee of
ECFL. Epcon continues to develop multi-family residential communities using the Development System.

From time to time, we enter into license agreements with former franchisees and other parties
that permit the former franchisee or other party to use certain plans in special circumstances and for the
purpose of completing unfinished projects.

We have never offered or granted franchises in any other line of business and are not engaged in
other business activities. Epcon, Epcon Carolinas, Epcon Indiana, Epcon Georgia and Epcon Tennessee
have never offered or granted franchises in any line of business. Epcon Marketing has never developed
an Epcon Communities project of the type being franchised and has never offered or granted franchises
in any line of business.

ITEM 2. BUSINESS EXPERIENCE

Co-Chairman: Philip G. Fankhauser

Since January 2023, Mr. Fankhauser has served as Co-Chairman of ECFL. From January 2020
through December 2022, Mr. Fankhauser served as Chief Executive Officer of ECFL. He served as Chief
Executive Officer of ECFI from March 2006 through December 2019 and served as a Director of ECFI
from its formation in April 1995 through December 2019. Since January 2023, Mr. Fankhauser has served
as Co-Chairman of EC Franchising, LLC, EC Holdings Ohio, Inc., EC Holdings Carolinas, LLC, EC New
Vision Carolinas, LLC, EC New Vision Georgia, LLC, EC New Vision Indiana, LLC, EC New Vision Ohio,
LLC, EC New Vision Tennessee, LLC, and Epcon Communities Carolinas, LLC. Mr. Fankhauser served
as President of EC Franchising, LLC from March 2021 through December 2022, as President of EC
Holdings Ohio, Inc., EC Holdings Carolinas, LLC, EC New Vision Ohio, LLC, and EC New Vision
Carolinas, LLC from June 2018 through December 2022, as President of EC New Vision Indiana, LLC
from December 2019 through December 2022, as President and Chief Operating Officer of EC New
Vision Georgia, LLC from April 2022 through December 2022, and as President and Chief Operating
Officer of EC New Vision Tennessee, LLC from June 2021 through December 2022. Since January
2023, Mr. Fankhauser has served as the Co-Chairman of Epcon Communities, LLC. Mr. Fankhauser
served as the Chief Operating Officer of Epcon Communities, LLC from March 2006 through December
2022, and President and a Director of Epcon Communities, LLC (formerly Epcon Communities, Inc.) from
August 1988 through December 2022. Since April 2006, Mr. Fankhauser has served as a Trustee of
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Epcon Marketing.  Mr. Fankhauser served as President and Chief Operating Officer of Epcon
Communities Carolinas, LLC from December 2007 through December 2022. The location for each of Mr.
Fankhauser’'s current and former positions is Dublin, Ohio. (As disclosed in ltem 1 of this disclosure
document, ECFI, an Ohio corporation, converted to ECFL, an Ohio limited liability company, on
December 31, 2019).

Co-Chairman: Edward A. Bacome

Since January 2023, Mr. Bacome has served as Co-Chairman of ECFL. From January 2020
through December 2022, Mr. Bacome served as the President of ECFL. He served as President of ECFI
from April 2008 through December 2019 and served as a Director of ECFI from its formation in April 1995
through December 2019. Since January 2023, Mr. Bacome has served as Co-Chairman of EC
Franchising, LLC, EC Holdings Ohio, Inc., EC Holdings Carolinas, LLC, EC New Vision Carolinas, LLC,
EC New Vision Georgia, LLC, EC New Vision Indiana, LLC, EC New Vision Ohio, LLC, EC New Vision
Tennessee, LLC, and Epcon Communities Carolinas, LLC. Mr. Bacome served as Chief Executive Officer
of EC Franchising, LLC from March 2021 through December 2022, as Chief Executive Officer of EC
Holdings Ohio, Inc., EC Holdings Carolinas, LLC, EC New Vision Ohio, LLC, and EC New Vision
Carolinas, LLC from June 2018 through December 2022, as Chief Executive Officer EC New Vision
Indiana, LLC from December 2019 through December 2022, as Chief Executive Officer of EC New Vision
Georgia, LLC from April 2022 through December 2022, and as Chief Executive Officer of EC New Vision
Tennessee, LLC since June 2021. Since January 2023, Mr. Fankhauser has served as the Co-Chairman
of Epcon Communities, LLC. From August 1988 through December 2022, Mr. Bacome served as a
Director of Epcon Communities, LLC, and served as its Chief Executive Officer from March 2006 through
December 2022. Since April 2006, Mr. Bacome has served as a Trustee of Epcon Marketing, and from
December 2007 through December 2022, he served as Chief Executive Officer of Epcon Communities
Carolinas, LLC. The location for each of Mr. Bacome’s current positions and former positions is Dublin,
Ohio. (As disclosed in Item 1 of this disclosure document, ECFI, an Ohio corporation, converted to ECFL,
an Ohio limited liability company, on December 31, 2019)

Treasurer and Chief Financial Officer: David P. Blackmore

Since January 2020, Mr. Blackmore has served as Treasurer and Chief Financial Officer of
ECFL. He served as the Chief Financial Officer of ECFI from May 2005 through December 2019, and
served as the Treasurer of ECFI from August 2005 through December 2019. He has served as the
Treasurer and Chief Financial Officer and Treasurer of EC Franchising, LLC since March 2021, as the
Chief Financial Officer of Epcon Communities, LLC since May 2005, and he has been the Chief Financial
Officer and Treasurer of Epcon Communities, LLC since August 2005. Mr. Blackmore has served as
Chief Financial Officer and Treasurer of EC Holdings Ohio, Inc., EC Holdings Carolinas, LLC, EC New
Vision Ohio, LLC, and EC New Vision Carolinas, LLC since June 2018, as Chief Financial Officer and
Treasurer of EC New Vision Indiana, LLC since December 2019, as Chief Financial Officer and Treasurer
of EC New Vision Georgia, LLC since April 2022 and as Chief Financial Officer and Treasurer of EC New
Vision Tennessee, LLC since June 2021. Since April 2006, Mr. Blackmore has served as the Treasurer
of Epcon Marketing, and since December 2007, Mr. Blackmore has been the Chief Financial Officer and
Treasurer of Epcon Communities Carolinas, LLC. The location for each of Mr. Blackmore’s current and
former positions is Dublin, Ohio. (As disclosed in Item 1 of this disclosure document, ECFI, an Ohio
corporation, converted to ECFL, an Ohio limited liability company, on December 31, 2019).

Vice President of Sales: Nanette M. Pfister

Since January 2020, Ms. Pfister has served as the Vice President of Sales of ECFL, and she has
served as the Vice President of Sales and Marketing for Epcon Communities, LLC since August 2018.
She served as the Vice President of Sales for ECFI from August 2018 through December 2019. From
January 2007 until August 2018, Ms. Pfister held the position of Vice President of Sales and Marketing for
ECFI. Ms. Pfister has served as Vice President of Sales of EC Holdings Ohio, Inc., EC Holdings
Carolinas, LLC, EC New Vision Ohio, LLC, and EC New Vision Carolinas, LLC since June 2018, as Vice
President of Sales of EC New Vision Indiana, LLC since December 2019, as Vice President of Sales of
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EC New Vision Georgia, LLC since April 2022, and Vice President of Sales of EC New Vision Tennessee,
LLC since January 2023. Currently, Ms. Pfister serves as the Vice President of Corporate Affairs and as a
Trustee of Epcon Marketing, positions she has held since April 2006. The location for each of Ms.
Pfister’s current and former positions is Dublin, Ohio. (As disclosed in Item 1 of this disclosure document,
ECFI, an Ohio corporation, converted to ECFL, an Ohio limited liability company, on December 31, 2019).

Chief Executive Officer: Joel D. Rhoades

Since January 2023, Mr. Rhoades has served as Chief Executive Officer of ECFL. From January
2020 through December 2022, Mr. Rhoades served as Director and Vice President of ECFL. From
January 2020 to February 2021, Mr. Rhoades served as General Counsel of ECFL. He served as a
Director of ECFI from August 2007 to December 2019, Vice President of ECFI from January 2005 to
December of 2019, and General Counsel for ECFI from March 2003 to December 2019. He served as
Secretary of ECFI from March 2003 to December 2017. Mr. Rhoades has served as Chief Executive
Officer of Epcon Communities, LLC since January 1, 2023 and served as its Director from March 2006
through December 2022 and as Regional President from October 2017 through December 2022. He
served as Epcon Communities, LLC’s General Counsel from March 2003 to February 2021. He served as
Vice President of Epcon Communities, Inc. from January 2005 to October 2017 and as Secretary from
March 2003 to December 2017. Since January 2023, Mr. Rhoades has served as Chief Executive Officer
of EC Franchising, LLC, EC Holdings Ohio, Inc.., EC Holdings Carolinas, LLC, Epcon Communities
Carolinas, LLC, EC New Vision Carolinas, LLC, EC New Vision Georgia, LLC, EC New Vision Indiana,
LLC, EC New Vision Ohio, LLC, and EC New Vision Tennessee, LLC. From December 2007 through
December 2022, Mr. Rhoades has served as Vice President of Epcon Communities Carolinas, LLC and
Secretary of Epcon Communities Carolinas, LLC from December 2007 to December 2017. Mr. Rhoades
served as the Vice President of EC Franchising, LLC from March 2021 through December 2022, as the
Regional President of EC Holdings Ohio, Inc., EC Holdings Carolinas, LLC, EC New Vision Ohio, LLC,
and EC New Vision Carolinas, LLC from June 2018 through December 2022, as the Vice President of EC
New Vision Indiana, LLC from December 2019 through December 2022, as the Vice President of EC New
Vision Georgia, LLC from April 2022 through December 2022, and as the Vice President of EC New
Vision Tennessee, LLC from June 2021 through December 2022. The location for each of Mr. Rhoades’
current and former positions is Dublin, Ohio. (As disclosed in Item 1 of this disclosure document, ECFI,
an Ohio corporation, converted to ECFL, an Ohio limited liability company, on December 31, 2019).

President of Franchising: Paul W. Hanson

Since January 2020, Mr. Hanson has served as President of Franchising of ECFL, located in
Dublin, Ohio. He served as President of Franchising for ECFI from December 2018 until December 2019
and has served as Trustee of Epcon Communities Marketing Program, Inc., also located in Dublin, Ohio,
since December 2018. From September 2015 to November 2018, Mr. Hanson was a Group Vice
President for Arthur Rutenberg Homes, Inc. of Clearwater, Florida while located in Indianapolis, Indiana.
(As disclosed in Item 1 of this disclosure document, ECFI, an Ohio corporation, converted to ECFL, an
Ohio limited liability company, on December 31, 2019).

Vice President of Marketing: Robert H. Krohn

Mr. Krohn has been the Vice President of Marketing of EC Holdings Ohio, Inc., EC Holdings
Carolinas, LLC, EC New Vision Ohio, LLC, and EC New Vision Carolinas, LLC since December 2018,
and has held the position of Vice President of Marketing for EC New Vision Indiana, LLC since December
2019, for EC New Vision Georgia, LLC and EC New Vision Tennessee, LLC since January 2023. He has
served as Secretary of Epcon Marketing since May 2018, and as its Marketing Manager since October
2013. From October 2013 until July 2018, he was the Marketing Manager for Epcon Communities, Inc.
From July 2018 until December 2018, he served as the Marketing Manager for EC Holdings Ohio, Inc.,
EC Holdings Carolinas, LLC, EC New Vision Ohio, LLC, and EC New Vision Carolinas, LLC. The location
for each of Mr. Krohn’s current and former positions is Dublin, Ohio. (As disclosed in Item 1 of this
disclosure document, ECFI, an Ohio corporation, converted to ECFL, an Ohio limited liability company, on
December 31, 2019).



Business Development Director: Jad Buckman

Since January 2020, Mr. Buckman has served as a Business Development Director of ECFL
located in Dublin, Ohio. In December 2019, he served as a Business Development Director of ECFI also
located in Dublin, Ohio. From February 2019 to December 2019, Mr. Buckman was Executive Director of
Sales at HealthSource in Cincinnati, Ohio. From November 2016 to January 2019, Mr. Buckman was
Business Development Manager for ECFI in Dublin, Ohio. (As disclosed in Item 1 of this disclosure
document, ECFI, an Ohio corporation, converted to ECFL, an Ohio limited liability company, on
December 31, 2019).

Assistant General Counsel: Joseph R. Karpowicz

Mr. Karpowicz has served as Assistant General Counsel for ECFL since January 2020 and for
Epcon Communities, LLC since October 2013. He served as Assistant General Counsel for ECFI from
October 2013 until December 2019. The location for each of Mr. Karpowicz’s current and former
positions is Dublin, Ohio. (As disclosed in Item 1 of this disclosure document, ECFI, an Ohio corporation,
converted to ECFL, an Ohio limited liability company, on December 31, 2019).

ITEM 3.LITIGATION

Certain Pending Actions

Fair Housing Advocates Association v. Epcon Communities, Inc., et al., HUD Case No. 05-12-
0088-8, Inquiry No. 329941 and Assistant Secretary of Fair Housing and Equal Opportunity (“FHEQ”) v.
Epcon Communities, Inc., HUD Case No. 05-13-0010-8, Inquiry No. 349829; United States of America v.
Epcon Communities, LLC and Epcon Communities Franchising, Inc., Case No. 2:19-cv-4601 (United
States District Court, Southern District of Ohio, Eastern Division, filed October 17, 2019). On October 27,
2011, a formal Complaint was filed with the Midwest Region Office, Region V of the Fair Housing Office of
the U.S. Department of Housing and Urban Development (“Fair Housing Office”) by the advocacy group,
Fair Housing Advocates Association (“FHAA”). On October 15, 2012, the Assistant Secretary of FHEO
filed a similar Complaint with the Fair Housing Office. The Complaints allege that Epcon Communities,
Inc. (now Epcon Communities, LLC) and other respondents have engaged in one or more discriminatory
housing practices under federal Fair Housing law. The Complaints listed five projects in Ohio developed
by ECFI franchisees at which the discrimination allegedly occurred. Specifically, the Complaints alleged
inaccessible common use areas, such as clubhouse kitchens and mailboxes, and inaccessible parking, a
lack of accessible routes to entrances due to the inclusion of steps and/or noncompliant slopes, a lack of
an accessible route in the form of a sidewalk from the residences to the common use areas, as well as
items of noncompliance within the units. Finally, the Complaints allege that Epcon Communities, LLC has
denied or made unavailable, housing to persons with disabilities, discriminated against persons with
disabilities in the terms, conditions, privileges, or provisions of services and failed to design and construct
covered dwellings in accordance with federal accessibility requirements in violation of the Fair Housing
Act. Letters accompanying the Complaints provided notice that the Fair Housing Office would conduct an
investigation to determine whether the Complaints had merit. On August 8, 2014, an Amended
Complaint was filed by the Assistant Secretary of FHEO that listed thirty-three projects in Ohio developed
by ECFI franchisees and Epcon Communities, LLC at which the discrimination allegedly occurred,
removed Joel Rhoades as a personally named respondent and added an allegation that the violations
were continuing. These matters have been consolidated within the lawsuit, United States of America v.
Epcon Communities, LLC and Epcon Communities Franchising, Inc., Case No. 2:19-cv-4601, filed in the
United States District Court, Southern District of Ohio, Eastern Division, on October 17, 2019 by the
United States Department of Justice (“the DoJ”). In the Complaint, the DoJ alleged that the defendants
have discriminated against persons with disabilities by failing to design and construct covered multi-family
dwellings at 32 multifamily properties in Ohio with the required accessibility features. Of the 32
properties, 11 properties were developed by Epcon Communities, LLC and 21 were developed by ECFI
franchisees. The Complaint requested that the Court find that the defendants violated the Fair Housing
Act, enjoin further violations of the Fair Housing Act and award monetary damages. The parties entered
into a Consent Decree settling the matter on March 25, 2020. The Consent Decree has a term of three
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(3) years from the date of its entry and subjects ECFL and Epcon LLC to the following: (i) an injunction
from discrimination on the basis of disability as prohibited by the Fair Housing Act, 42 U.S.C. 3604(f);
(i) establishment of a fund in the amount of $2,200,000 for accessibility retrofits at certain Epcon
communities developed by Epcon Communities, LLC and franchisees of ECFI; (i) payment of a civil
penalty of $51,303 to the United States Treasury; (iv) a settlement payment to Fair Housing Advocates
Association in the amount of $40,000; (v) establishment of a fund in the amount of $300,000 for
settlement payments to aggrieved persons; (vi) actions to assure compliance with the Accessible Design
Requirements of the Fair Housing Act in the future design and construction of Epcon communities by
Epcon Communities, LLC and ECFL franchisees; and (vii) dissemination of certain notices. Compliance
with the Consent Decree is ongoing.

Marrington Villas at Cobblestone Association, Inc. v. Epcon Communities, Inc., n/k/a Epcon
Communities, LLC, Epcon Communities Carolinas, LLC, and Epcon Marrington, LLC., Case No.
2021CP0801194 in the Circuit Court for the Ninth Judicial Circuit, State of South Carolina, County of
Berkeley. Litigation commenced June 14, 2021. The plaintiff alleges that the defendants were guilty of
fraud, gross negligence or recklessness in construction or development of a project and alleges defects
and deficiencies relating to the development, construction and/or repair of residential units and buildings
known as Marrington Villas at Cobblestone located in Berkeley County, South Carolina. The plaintiff
seeks binding arbitration and demands judgment for compensatory and punitive damages in an
unspecified amount. The matter is pending.

Robert Price and Linda Price v. Epcon Communities, LLC, Epcon Marrington, LLC, Epcon
Communities North Carolinas, LLC, and Jenkins Plumbing Company, LLC., Case No. 2022-CP-0801974
in the Court of Common Pleas for the Ninth Judicial District, Berkeley County, South Carolina. Litigation
commenced August 18, 2022. The plaintiffs allege defects and deficiencies relating to the construction of
pluming work in a residential unit in the community known as Marrington Villas at Cobblestone located in
Berkeley County, South Carolina. The plaintiffs have asserted claims of negligence/gross negligence,
breach of implied warranties, and violation of the South Carolina Unfair Trade Practices Act and seek
actual damages and punitive damages in an unspecified amount. The matter is pending.

Certain Concluded Actions

Villas of Stonehenge Condominium Association v. 9th Street Company, L.L.C. et al., Case No.
11-0512-CH in the Circuit Court for Kalamazoo County, Michigan. On January 20, 2012, Villas of
Stonehenge Condominium Association (the “Association”), the condominium association for the Villas of
Stonehenge Condominium (the “Condominium”) in Kalamazoo, Michigan filed an Amended Complaint
against Villas of Stonehenge, Inc., a Michigan corporation and the franchisee which developed the
condominium project, Kenneth Watts, the owner of Villas of Stonehenge, Inc., 9th Street Company,
L.L.C., the successor developer of the Condominium (not a franchisee), John Stewart, the owner of 9th
Street Company, L.L.C., Phillip Martin, an officer, director and manager of the Condominium, and ECFL.
ECFL was added as a defendant in a lawsuit that was originally filed on October 5, 2011. The claims
against ECFL included (1) a request for a declaratory judgment that ECFL formed a joint venture and/or a
partnership with the other defendants and that ECFL was jointly and severally liable for any money
judgment or other relief granted against the other defendants, (2) trespass and violation of Michigan
Compiled Laws Section 600.2919, (3) breach of contract, (4) breach of warranty, (5) breach of covenant,
(6) negligence, (7) breach of fiduciary duty, (8) fraud, (9) negligent misrepresentation, (10) innocent
misrepresentation, (11) silent fraud, (12) violation of the Michigan Condominium Act, (13) violation of the
Master Deed, and (14) violation of the Michigan Consumer Protection Act. On September 3, 2013, by the
agreement of all of the parties, the case was dismissed with prejudice in its entirety with respect to all
claims involving ECFL. The settlement agreement to which ECFL is a party provides (a) ECFI did not
admit responsibility or liability for any damages alleged by any party; (b) a payment of $50,000 to the
Association was made by ECFL (and its insurer); ECFL agreed to the grant of a license for use of the
condominium development system to 9th Street Company, L.L.C. to permit it to finish the remaining units
in the Condominium; (d) 9th Street Company, L.L.C. agreed to enter into and abide by the terms of the
license agreement with ECFL; and (e) the Association agreed to fully defend and indemnify ECFL from
any claim filed against ECFI by any of the parties. As to ECFL, the matter is concluded.




Lipari v. Epcon Nantz Road, LLC, et al., Case Number 19-CVS-93, in the Superior Court Division
of Mecklenburg County, North Carolina. This case was filed on January 7, 2019. The defendants include
Epcon Communities, LLC, Philip G. Fankhauser and Edward A. Bacome, as well as other parties. The
plaintiffs asserted causes of action including fraud in the inducement, constructive fraud, negligent
misrepresentation, unfair and deceptive trade practices, punitive damages, and respondeat superior. The
plaintiffs have alleged that the defendants provided inadequate storm sewer and drainage improvements,
misrepresented that the community in which the plaintiffs’ home is located had lake access,
misrepresented the number of the home’s air conditioning units, and failed to construct the common
areas in the community in a workmanlike manner. The plaintiffs have demanded attorneys’ fees, court
costs, a constructive trust, and an unspecified amount of actual, trebled, and punitive damages. The
defendants have filed Motions to Dismiss and Alternative Motions to Stay Proceeding and Compel
Arbitration. The plaintiffs voluntarily dismissed the suit on May 8, 2019. The matter was resolved upon
the signing of a settlement agreement dated November 2, 2020, and the arbitration matter was
subsequently dismissed on or about November 9, 2020. The settlement agreement provided: Epcon
Nantz Road, LLC agreed to pay to Mr. and Mrs. Lipari the amount of $52,500; Epcon Nantz Road, LLC
agreed to install up to two (2) yard drains in the Liparis’ side yard and/or back yard to connect to the main
storm drainage system for the community; and the parties agreed to mutual releases of all claims. The
matters are concluded.

M.E. Stores Property, LLC v. Epcon Nantz Road, LLC, Epcon Communities Carolinas, LLC,
Epcon Communities, LLC et al., Case No. 20-CVS-14594 in the General Court of Justice Superior Court
Division of Mecklenburg County, North Carolina. Litigation commenced on October 28, 2020. The matter
was removed to the United States District Court for the Western District of North Carolina on December
23, 2020, as Case No. 3:20-CV-631. The plaintiff alleged that the defendants’ construction activities
created dust that infiltrated the plaintiffs machinery and boats located on the plaintiff's property causing
damage to its personal property. The plaintiff's causes of action included trespass, nuisance, negligence,
breach of contract, fraud, negligent supervision, improper capitalization and respondeat superior. The
case was settled for total payments of $25,000 by defendants of which the Epcon defendants paid
$22,000. The Notice of Voluntary Dismissal was filed on June 15, 2022. The matter is concluded.

Except for the matters described above, no litigation is required to be disclosed in this Item.
ITEM 4. BANKRUPTCY

No bankruptcy information is required to be disclosed in this Item.
ITEM 5. INITIAL FEES

You must pay us a non-refundable initial franchise fee (the “Initial Franchise Fee”) of $75,000.00,
which is due when the Franchise Agreement is signed by you and us.

You must also pay us or a provider designated by us a non-refundable initial marketing program
membership fee (the “Initial Marketing Program Membership Fee”) of $5,000.00, which is due when the
Franchise Agreement is signed by you and us. Existing franchisees in good standing with us are not
required to pay the Initial Marketing Program Membership Fee if their Franchise Agreement was signed
before May 1, 2023 (and is still in effect), or, if they paid an Initial Marketing Program Membership Fee to
us under their existing Franchise Agreement. However, existing franchisees in default under their
previously signed Franchise Agreement are required to pay the Initial Marketing Program Membership
Fee.

If you are a current franchisee and you, as an individual, or 50% or more of the owners of your
corporation, partnership or limited liability company, enter into another Franchise Agreement for the
development of an additional project, the non-refundable Initial Franchise Fee will be $5,000.00, if (a) the
location of the additional project is within 100 miles of a project of yours that is under development in
accordance with a then-existing Franchise Agreement with us, and, if applicable, (b) the additional project
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is located within a state in which we have an effective franchise registration or franchise registration

exemption.

Sometimes there are changes to the ownership of a franchisee business entity after the

Franchise Agreement is signed.

In these instances, under our current policies, (a) if you are a current

franchisee and form a business entity to develop a new project, and the business entity is owned by at
least 80% of the owners of the current franchisee entity and we consent to an additional owner(s), there is
no Initial Franchise Fee, and (b) if more than 20% of the original ownership of your franchisee business
entity is transferred to a third party, your entity will be required to pay us an amount equal to the then-
applicable Initial Franchise Fee. In addition, we must consent to the transfer of the ownership interest to

the third party.

ITEM 6. OTHER FEES

Type of Fee

Amount

Due Date

Remarks

Minimum Monthly
Royalty

$2,000 per month, but is $0 if
you closed on the sale of a Unit
in the preceding month. $5,000
per month if you violate the
terms of your Franchise
Agreement regarding transfer.

Due on or
before the 15t
of each month.

See Note 1.

Point of Closing
Royalty Payment

2.00% multiplied by the gross
sales price of a Unit for the first
6 Units closed in a calendar
year; 1.75% of the gross sales
price of each Unit for the 7th
through 12th Unit closed in a
calendar year; 1.50% of the
gross sales price of each Unit
for the 13" through 24t Unit
closed in a calendar year;
1.25% of the gross sales price
of each Unit for the 25" through
50t Unit closed in a calendar
year; and, 1.00% of the gross
sales price of each Unit for the
51st Unit and each subsequent
Unit closed in a calendar year.
However, in no event will the
payment be less than
$3,000.00.

Due at time of
closing of a
Unit.

See Note 2.

Marketing Program
Fee

You must pay Epcon Marketing
a Marketing Program Fee of
$625 per month for each
project. As of the date of this
disclosure document, the
Marketing Program Fee is
discounted based on the
number of projects that you
concurrently have under
construction and/or for which
the you are actively marketing
for sale Units in a project.

Monthly, by the
15th day of
each month.

See Note 3.
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Type of Fee

Amount

Due Date

Remarks

Termination Fee

If you have not commenced
construction within 36 months
after signing your Franchise
Agreement, you may terminate

your Franchise Agreement for a
fee of $10,000.

Due with notice
of termination.

Amount is payable to us.

Mortgage and
Security Agreement

You are required to reimburse
us for all costs (including legal

Upon closing of
your financing

Amounts are payable to us.

Recording and fees, filing fees and recording with your

Administrative Fee | fees) incurred by us in lender or within
obtaining, filing and recording a | 15 days of
mortgage, security agreement invoicing.
or other security interest. We
estimate these costs will range
from $200 to $1,000.

Market Hold Fee $5,000 for each reservation or Upon your See Note 4.

“hold” on one “market area.” signing of the
Market Hold
Agreement.

National As of the date of this disclosure | Payable by You, an owner of the franchisee

Conference document the early-bird date of business entity or an approved
registration fee is $1,200 per conference. representative of your franchise
attendee and the regular business is required to attend
registration fee is $1,600 per this conference. You are
attendee. responsible for the attendee’s

transportation and room and
board expenses.

Training Fee Will vary under the Immediately The fees for any required or
circumstances. We estimate upon billing. voluntary training will vary
these fees will range from depending on the subject matter
$1,500 to $2,500 per person. of the training and the use of

outside trainers and speakers.
You are responsible for each
attendee’s transportation and
room and board expenses.

Additional Upon thirty (30) days prior Immediately We provide at no additional

Consulting written notice, charge $200 per | upon billing. charge to you 50 hours of

Services Fee

hour for consulting services
requested by you in excess of
those considered reasonable by
us for a particular project.

You must reimburse us for
transportation, lodging and food
costs that we incur to provide
these consulting services to
you. We estimate these costs
to be $1,000 to $1,600
(assuming two days of
consultation at your place of

consulting services on each
project. In addition, we provide
a reasonable number of hours of
consulting services in excess of
the 50 hours.

Services are provided to you at
our business offices, by
telephone, by our Intranet, or at
your place of business. We
have the right to charge you
$200 per hour for these
consulting services if your
requests for consultation are in
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Type of Fee

Amount

Due Date

Remarks

business or at your project site).

excess of those we consider
reasonable for a project.

Rebate Program

Amount varies. As of the date
of this disclosure document, the
most recent fees paid by a
franchisee for participation in
the rebate program ranged from
$112 to $118,618 annually,
which included an
administrative fee of 7.5% of
the rebate amounts and an
accounting fee of 2.5% of the
rebate amounts (both amounts
are paid to us for our
administration of the rebate
program).

Payments due
as directed by
us.

See Note 5.

Avid Ratings, Inc.
Membership

Currently there is a one-time
implementation fee of $200 and
a per survey fee of $49.

Due after the
signing of the
Franchise
Agreement and
before a Unit is
closed.

Amounts are payable to Avid
Ratings, Inc. or other third
parties that we designate.

See Note 6.

Securities Offering
Review Fee

Amount varies. We estimate
this fee will range from $0 to
$1,000.

Immediately
upon billing.

If you desire to make a public
securities offering of your stock,
you must pay us an amount
equal to our expenses to review
and comment on the proposed
offering documents.

Late Payment Fee

Lesser of interest at 18%

When payment

annual rate or maximum rate is overdue.

permissible under state law, for

the period beginning on the day

payment is due through the

date payment in full is made to

us, as well as our costs of

collection, including reasonable

attorney’s fees.
Ligquidated The greater of (i) the estimated | Immediately Amounts are payable to us. This
Damages For value of the project multiplied upon amount is chargeable for each
Breach of Articles by 3.0%, or (ii) the actual occurrence of project developed in breach of
10.3 and 14.3 of completion value of the project | the breach. Articles 10.3 and 14.3 of the
Franchise multiplied by 3.0%. Franchise Agreement.
Agreement
Litigation Expenses | Amounts vary. Immediately If we are the prevailing party in a
to Prevailing Party upon billing. legal dispute with you, you must
in Dispute pay all our litigation expenses,

including attorney’s and
accountant’s fees.

Your Amounts vary. Immediately You must reimburse us for all
Indemnification upon billing. our losses, expenses and
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Type of Fee Amount Due Date Remarks
of Us damages, incurred in connection
with your ownership of the
franchised business and
your use of the Development
System.
Insufficient If we choose to charge a fee, Immediately We may electronically withdraw
Funds Fee we estimate it will be $25 per upon billing. from your bank account (EFT)
occurrence. any fees owed by you to us. If
Fees charged by banks vary your bank does not honor any
from bank to bank. EFT, you must pay any service
charges imposed by us and/or
your bank.
Post Expiration or You must pay us our actual Immediately Upon termination or expiration of
Termination costs incurred for the upon billing. the Franchise Agreement, at
De-identification de-identification of your project. your expense, we have the right
Expenses Amounts vary per franchisee, to enter upon the premises of
depending upon the extent to your project and remove any use
which the franchisee failed to of the Marks.
de-identify its project.
Technology Royalty | If you signed a Technology Royalty due See Note 2 and Note 7.
Fee Royalty Addendum, you must upon closing of
pay us a technology royalty fee | sale of each
equal to 0.5% of the Gross Unitin a
Sales Price of each Unit sold. If | Project; Fee to
we cap the amount of the Gross | change floor
Sales Price for purposes of plans due
calculating your Point of within 30 days
Closing Royalty Payments, you | of invoice.
must pay us a technology
royalty fee equal to 0.5% of the
capped amount of the Gross
Sales Price. Additional $200
per hour for costs to make
changes to floor plans if
changes require our approval.

Except as provided in the following notes, the fees and payments listed above are uniformly
imposed and collected by us. These fees and payments are nonrefundable.

Note 1: Minimum Monthly Royalty: Each month that your project is under development, you must pay
us a minimum monthly royalty (the “Minimum Monthly Royalty”). A project is considered under
development from the date that you are required to pay the Minimum Monthly Royalty until the date your
project is completed or your right to use the Development System under your Market Area Agreement or
Initial Market Area Agreement is terminated by us, whichever occurs first. You must pay us the Minimum
Monthly Royalty on the 15" day of each month, beginning the earlier of (a) the 37" month after the month
in which the Franchise Agreement is signed by you and us, or (b) the month immediately after the month
in which you close on the first sale of a Unit in your project. We may withdraw the Minimum Monthly
Royalty from your bank account by electronic funds transfer (“EFT”) or require you to pay the Minimum
Monthly Royalty to us in some other manner. The amount of the Minimum Monthly Royalty is $2,000 for
any month in which you did not close on the sale of a Unit in the preceding month.
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At the end of each calendar year during the term of your Franchise Agreement, we will review the
Minimum Monthly Royalty payments and Point of Closing Royalty Payments made by you in that calendar
year. If you have paid us more than $24,000 in Point of Closing Royalty Payments in that calendar year,
and you are not in default under your agreements with us, we will refund to you any Minimum Monthly
Royalty payments paid by you in that calendar year. If you violate the terms of your Franchise Agreement
relating to transfer of your franchise or ownership interest of your business entity, you will not be eligible
for any refund of Minimum Monthly Royalty payments.

Note 2: Point of Closing Royalty Payments: A Point of Closing Royalty Payment is due each time you
close on the sale of a Unit in your project. The amount of the payment is determined by multiplying the
Applicable Percentage in the table below by the gross sales price of the Unit closed, including the sales
price of both real property and personal property, as provided in the HUD-1 Settlement Statement or the
Settlement Disclosure Form for the sale of the Unit (the “Point of Closing Royalty Payment”) for each Unit.
However, in no event will the Point of Closing Royalty Payment be less than $3,000, including the Point of
Closing Royalty Payment applicable under the Volume-Based Reduction and Cap on Calculation of Point
of Closing Royalty Payments described below. As indicated in the table below, the Applicable
Percentage used to determine the Point of Closing Royalty payment varies depending upon the number
of Units for which a sale is closed in a calendar year. If you violate the terms of your Franchise
Agreement relating to transfer of your franchise or ownership interest of your business entity, we have the
right to increase the percentage used to calculate your Point of Closing Royalty Payments to 3.5%.

Point of Closing Royalty Percentage Table
Units Closed Applicable Percentage
1-6 2.0%
7-12 1.75%
13-24 1.50%
25-50 1.25%
51 and more 1.00%

If you have more than one active project, when determining the number of Units closed in a
calendar year, we will aggregate the number of Units closed in each of those projects if the project in
which the Unit closed is governed by a franchise agreement with a Point of Closing Royalty Payment, and
the franchisees under each applicable franchise agreement are identical or substantially similar, which
will be determined in our sole and absolute discretion.

If you pay us the Point of Closing Royalty Payment for a Unit, we will, at your request and
expense, sign a partial mortgage release and/or partial security interest release for that Unit.

Volume-Based Reduction to Point of Closing Rovyalty Payments: At the beginning of each
calendar year, we may rank all of our franchisees on the basis of the total amount of Point of Closing
Royalty Payments paid to us by franchisees over the course of the previous three calendar years. The
top 15% of franchisees in that ranking may receive for that calendar year a reduction in the Point of
Closing Royalty Percentage, provided that in the three (3) previous calendar years (i) they have closed on
at least 100 Units during that three-year period, and (ii) they have paid more than $500,000 in total Point
of Closing Royalty Payments to us during that three year period from all of their projects (“Qualifying
Franchisees”).

Qualifying Franchisees that closed from 50 Units through 99 Units in the previous calendar year
will pay Point of Closing Royalty Payments on the first 12 Units closed in the current calendar year using
1.50% as the Applicable Percentage.
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Qualifying Franchisees that closed 100 or more Units in the previous calendar year will pay Point
of Closing Royalty Payments on the first 24 Units closed in the current calendar year using 1.25% as the
Applicable Percentage.

Cap on Calculation of Point of Closing Royalty Payments: You set the prices at which your Units
are sold. However, solely when determining the maximum amount of Point of Closing Royalty Payments
you are required to pay to us, we may, from time to time, cap the amount of the Gross Sales Price of any
Unit sold by you. This means that if you sell a Unit for a Gross Sales Price in excess of the cap that we
established, your Point of Closing Royalty Payment will be based on the capped amount and not the
higher Gross Sales Price for which you sold the Unit. (The Gross Sales Price of a Unit is the sales price
set out in the HUD-1 Settlement Statement or the sale price of the property and the sale price of any
personal property included in the sale, which is set out on the Closing Settlement Disclosure Form.) If we
choose to cap the amount of the Gross Sales Price, we anticipate that we will do so on an annual basis
and notify you at the time of our annual franchisee convention. We also communicate the cap amount on
the portion of our website accessible by franchisees (but not the general public). Once published at the
annual franchisee convention and on our website, the cap amount is effective immediately. When
determining the cap amount, we consider the sales price of all Units sold by all of our franchisees during
the prior year.

Limit on Annual Total Point of Closing Royalty Payments: We may, from time-to-time, limit the
total amount of Point of Closing Royalty Payments paid by you in a calendar year.

If you violate the terms of your Franchise Agreement relating to transfer of your franchise or
ownership interest in your business entity, you will not be eligible for the volume-based reduction to Point
of Closing Royalty Payments, the cap on the calculation of Point of Closing Royalty Payments or the limit
on the total Point of Closing Royalty Payments to be made by you in a particular year.

Note 3. Marketing Program Fee: You must pay us, Epcon Marketing or another entity designated by
us, a marketing program fee (“Marketing Program Fee”) in the amount of $625 per month for each of your
projects. However, if you have more than one project under construction and you are actively marketing
Units for sale in all of those projects, we currently discount the amount of the Marketing Program Fee that
you are required to pay. As of the date of this disclosure document, a franchisee who meets these
requirements will pay Marketing Program Fees per month in the following amounts:

Projects Under Development During the Month | Monthly Marketing Program Fee Applicable
to Projects For That Month

First and Second Project $625 each Project
Third through Fifth Project $500 each Project
Sixth Project and Each $375 each Project

Additional Project

We may discontinue the discount of the Marketing Program Fee at any time. When estimating
the amount for the Marketing Program Fee in this Item 6, it was assumed that you would have only one
project.

The first Marketing Program Fee payment is due on the 15" day of each month beginning the
earlier of (a) the 18th month after the month in which the Franchise Agreement was signed by you and
us, or (b) the month immediately after the month in which you request that we include your Epcon
community on our web site, or (c) the fifteenth day of the month immediately following the month of your
first closing on a sale of a Unit within your Project Your obligation to pay the Market Program Fee
continues until the last Unit in your project is sold. We have the right to withdraw the Marketing Program
Fee by EFT.

15



Your monthly Marketing Program Fee may be increased by us or Epcon Marketing from year to
year. If so, it will be raised no more than 120% of the monthly Marketing Program Fee paid by you during
the immediately preceding calendar year.

Franchisees who signed a Franchise Agreement with us that differs from the Franchise
Agreement included as Exhibit B of this disclosure document may not be required to pay a Marketing
Program Fee or may pay a fee less than that set out in the table above. However, if these franchisees
wanted to develop additional projects with us, we required them to sign an amendment to their
agreements that obligated them to pay a Marketing Program Fee.

Note 4: Market Hold Fee: If you are a franchisee in good standing and ask us to reserve or “hold” a
new market area for you, and we approve that request, you must sign a Market Hold Agreement (see
Exhibit G to this disclosure document) and pay us a market hold fee for each market area that you
reserve. You may enter into no more than one Market Hold Agreement for each of your active Market
Area Agreements under which a project is currently under development. If you enter into a Franchise
Agreement and Market Area Agreement with us for the reserved market area before the expiration of the
Market Hold Agreement your Market Hold Fee will be applied toward the fees that you owe us under that
Franchise Agreement.

Note 5: Rebate Program Fee: We have the right to require you to participate in a rebate program that
we have established with some of our approved and/or designated suppliers for the benefit of our
franchisees. Under this program, you will receive a rebate from purchases that you make from these
suppliers. The suppliers remit your rebate amount to us directly, and we in turn remit the rebate amount to
you, less an administrative and accounting fee that we charge for our administration of the rebate
program. As of the date of this disclosure document, you are not required to participate in the rebate
program, but you may do so if you would like.

Note 6: Avid Ratings, Inc. Membership: You may be required by us to participate in a homeowner’s
survey program. As of the date of this disclosure document, Epcon uses Avid Ratings, Inc. and
franchisees are encouraged to use Avid Ratings, Inc. for this service. We suggest that you obtain a
minimum of one survey immediately after closing and one follow-up survey 9 months after closing.

Note 7: Technology Royalty: Franchisees may choose to use software to help streamline their
construction, sales and marketing efforts and to obtain sales and marketing materials, such as brochures
and virtual tours. We recommend Higharc software, but you are not required to use a particular software.
As of the original issuance date of this disclosure document, we have an arrangement with the provider of
Higharc software whereby we are permitted to provide qualifying franchisees with access to the software.
You do not pay a fee to Higharc for the right to use this software, but rather, you pay us a technology
royalty fee for the right to use the software. The technology royalty fee will be the lesser of 0.5% of the
Gross Sales Price of the Unit, or, if we cap the maximum amount of the Gross Sales Price per Unit for
purposes of determining your Point of Royalty Closing Payment, you will pay us 0.5% of the capped
Gross Sales Price of the Unit (see Note 2 above for a discussion of the cap on the Gross Sales Price for
Point of Closing Royalty Payments). In addition, if you request Higharc to make changes to the floor plans
or optional items that are part of our Development System and we agree to allow you to make such
changes, you must pay Higharc $200 per hour for the costs to make the changes to the floor plan and/or
list of optional items.
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ITEM 7. ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

This table assumes you are developing a project of thirty (30) detached home Units and
you are purchasing raw land and developing the lots yourself (see General Note | and General

Note Il below).

. Method of To Whom Payment Is
Type of Expenditure Amount Payment When Due To Be Made
Land Purchase $600,000to | As Arranged | As Arranged Land Seller
(See Note 1 and Note 1.A.) $1,300,000
Financing Costs for Land Acquisition $0 to $98,915 | As Arranged | As Arranged Lenders and Investors
and Land Development During Initial
Period (See Note 2)
Due Diligence and Land Entitlement $42,500 to As Arranged | As Arranged Market Researchers,
(See Note 3.) $105,000 Appraisers,
Governmental Entities,
Attorneys and Other
Third Parties
Land Development and Site $1,950,000 to | As Arranged | As Arranged | Contractors, Engineers,
Improvements (See Note 4 and 4.A) $2,600,000 Governmental Entities
and Other Third Parties
Large Pavilion Community Amenity $70,000 to As Arranged | As Arranged Contractors, Furniture
(See Note 5 and 5.A) $90,000 and Building Materials
Suppliers, and Other
Third Parties
Vertical Construction Costs for Model $200,700 to As Arranged | As Arranged Contractors and
Home Unit (See Note 6.) $252,200 Suppliers of Building
Materials
Vertical Construction Costs for First $200,700to | As Arranged | As Arranged | Various Contractors and
Unit Offered for Sale (See Note 6.) $252,200 Building Materials
Suppliers
Upfront Sales and Marketing $125,000to | As Arranged | As Arranged Contractors, Utilities,
(See Note 7.) $145,000 Furniture Suppliers,
Media, Printers, and
Other Third Parties
Training Salary for In-House Sales $20,800 As Arranged | As Arranged In-House Sales Team
Consultant (See Note 6.)
Direct and Indirect / Overhead Project $60,000 to As Arranged | As Arranged Various Parties
Costs (See Note 9.) $70,000
Initial Franchise Fee $75,000 Lump Sum Franchise Payable to Us
Agreement
Signing
Initial Marketing Program $5,000 Lump Sum Franchise Payable to us
MembershipFee (See Note 16.) Agreement
Signing
Mortgage and Security Agreement $200 to Lump Sum Financing Payable to Us
Recording Fees and Administrative $1,000 Closing or
Fee (See Note 10.) 15 Days of
Invoicing
Marketing Program Fee (See Note 11.) $ 3,125 Installments | Monthly, by Payable to Us
the 15t day
of each
month.
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Method of

To Whom Payment Is

Type of Expenditure Amount Payment When Due To Be Made

Initial Training Program (See Note 12.) $2,000 to Lump Sum On demand Various Other Parties
$3,000

National Conference Attendance $6,000 to Lump Sum On demand Payable to Us and
(See Note 13.) $8,000 Various Other Parties
BuildTopia Software License $2,700 to Lump Sum Varies Constellation Software
(See Note 14.) $5,400 Providers
Additional Funds (for 3 month period) $10,000 to Varies Varies Architects, Engineers,
(See Note 15.) $20,000 Market Research Firms,

Attorneys, Land Sellers,
Governmental Entities,
and Various Other
Parties

TOTAL

$3,373,725to
$5,054,640

NOTE: Payments described in the Item 7 table above that are made to us or Epcon Marketing are not

refundable.

Generally, other than due diligence deposits paid to land sellers in conjunction with the

purchase of raw land or developed lots, payments made to parties other than us or Epcon Marketing are

not refundable.

This table assumes you are developing a project of thirty (30) detached home Units and you are
purchasing existing developed lots for your project from a land developer (see General Note | and

General Note Il below).

. Method of To Whom Payment Is

Type of Expenditure Amount Payment When Due To Be Made
Purchase of Two Developed Lots $210,000 to As arranged | As arranged Land Sellers
(See Note 1 and Note 1.B) $250,000
Deposit to Secure Exclusive Land $187,500to | As Arranged | As Arranged | Land Developer / Seller
Purchase Agreement for 30 Units and $375,000
Community Amenity (See Note 1.C)
Due Diligence and Land Entitlement $5,000 to As Arranged | As Arranged | Governmental Entities,
for Two Developed Lots $10,000 Attorneys and Other
(See Note 3 and 3.A) Third Parties
Land Development and Site $0 Not Not Not applicable
Improvements (See Note 4 and 4.B.) applicable applicable
Large Pavilion Community Amenity $0 Not Not Not applicable
(See Note 5 and 5.A) applicable applicable
Vertical Construction Costs for Model $200,700 to As Arranged | As Arranged Contractors and
Home Unit (See Note 6 and 6.A.) $252,200 Suppliers of Building

Materials
Vertical Construction Costs for First $200,700to | As Arranged | As Arranged | Various Contractors and
Unit Offered for Sale (See Note 6.) $252,200 Building Materials
Suppliers
Upfront Sales and Marketing $125,000to | As Arranged | As Arranged Contractors, Utilities,
(See Note 7.) $145,000 Furniture Suppliers,
Media, Printers, and
Other Third Parties

Training Salary for In-House Sales $20,800 As Arranged | As Arranged In-House Sales Team
Consultant (See Note 6.)
Direct and Indirect / Overhead Project $60,000 to As Arranged | As Arranged Various Parties
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. Method of To Whom Payment Is
Type of Expenditure Amount Payment When Due To Be Made
Costs (See Note 9.) $70,000
Initial Franchise Fee $75,000 Lump Sum Franchise Payable to Us
Agreement
Signing
Initial Marketing Program Membership $5,000 Lump Sum Franchise Payable to us
Fee See Note 16.) Agreement
Signing
Mortgage and Security Agreement $200 to Lump Sum Financing Payable to Us
Recording Fees and Administrative $1,000 Closing or
Fee (See Note 10.) 15 Days of
Invoicing
Marketing Program Fee (See Note 11.) $3,125 Installments Monthly, by Payable to Us
the 15t day
of each
month.
Initial Training Program (See Note 12.) $2,000 to Lump Sum On demand Various Other Parties
$3,000
National Conference Attendance $6,000 to Lump Sum On demand Payable to Us and
(See Note 13.) $8,000 Various Other Parties
BuildTopia Software License $2,700 to Lump Sum Varies Constellation Software
(See Note 14.) $5,400 Providers
Additional Funds (for 3 month period) $10,000 to Varies Varies Architects, Engineers,
(See Note 15.) $20,000 Market Research Firms,
Attorneys, Land Sellers,
Governmental Entities
and Various Other
Parties
TOTAL $1,113,725 to
$1,495,725

NOTE: Payments described in the Item 7 table above that are made to us or Epcon Marketing are not

refundable.

Generally, other than due diligence deposits paid to land sellers in conjunction with the

purchase of raw land or developed lots, payments made to parties other than us or Epcon Marketing are

not refundable.

General Note I:

The information in the tables above and the notes below is provided to help you determine the

amount of the initial investment that is needed during your initial investment period. For purposes of
Item 7, the initial investment period (a) starts on the date the Franchise Agreement is signed, (b) includes
the time required to: (1) identify a site appropriate for an Epcon community; (2) enter into a purchase
contract for raw land or developed lots; (3) complete the required due diligence to assure the property is
suitable for your project; (4) conduct a market study; (5) complete a land plan; (6) complete engineering;
(7) complete modifications to the prototype architectural plans; (8) complete land entitlement (if
purchasing raw land); (9) purchase the land or developed lots; (10) construct a model home Unit to be
offered for sale and leaseback; and (11) construct the first Unit in your project to be offered for sale; and
(c) includes an initial period of operations of three (3) months, which typically begins on the date the last
of the items in (b) (1) through (11) are completed.

It is important that you consult with an attorney and an accountant to assure that you have an
understanding of the real estate purchase and development processes, and the costs and risks
associated with the purchase and development of real estate. You should also secure trade contractor
and supplier agreements to more accurately determine the costs for your project. The expenses shown in
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the tables above anticipate that you will commence work on your project location search immediately
upon entering into your Franchise Agreement.

The information and expenses included in Item 7 are based on our experience in franchising for
twenty-five years, and that of our affiliates, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Georgia and
Epcon Tennessee, in building Epcon Communities for thirty-six years.

We selected the method used in disclosing the estimated total initial investment to you because it
is the most meaningful presentation and because it conforms to the typical way in which new franchisees
develop an Epcon community, as well as conforming to the presentation of cost information within the real
estate development industry.

Your initial investment will vary depending upon the size and the cost of your site and project. A
project as small as twenty-five (25) Units is permitted, and some Epcon communities have over one
hundred (100) Units. Variation in your costs will occur from differences such as: geographic location,
differing building code requirements, energy code requirements, climatic conditions, seismic zones, wind
load requirements, snow load requirements, subsurface soil and rock conditions, subsurface ground
water, wetlands, environmental site issues, cultural resource discoveries, zoning requirements and
processes, governmental fees, land cost, local labor rates, materials and shipping expenses, supply and
demand forces, local construction customs, required off-site improvements, financing costs, and required
returns to any investors.

You will most likely purchase raw land and undertake the due diligence, entitlement, land
development and site improvements for your project. However, we do not prohibit you from purchasing
developed lots for your project from a third-party land developer. If you purchase developed lots for your
project, the zoning, entitlement, land development and permits needed for the development of the lots will
have been obtained prior to your purchase of the lots.

The cost estimates shown in Item 7 assume that you are planning to complete one (1) projectin a
standard market area that will have thirty (30) detached dwelling Units (homes). The cost estimates for
vertical construction are based on our most popular home design, a slab-on-grade Portico unit type. The
low end of the estimated cost range is a Portico model home with no structural options and the high end
of the estimated range is a Portico model home with all available structural options. For a project of this
size, we specify the prototypical Large Pavilion as the only amenity in the project and have provided cost
estimates for that structure.

Payments described in Item 7 which are made to us or Epcon Marketing are not refundable.
Generally, other than due diligence deposits paid to land sellers in conjunction with the purchase of raw
land or developed lots, payments made to parties other than us or Epcon Marketing are not refundable.

General Note ll:

The first table above assumes that you will purchase raw land from a third-party seller and that
you will develop the lots for your project. The first table above also assumes that:

1. Sometime during the first three (3) months of your Franchise Agreement, you will enter a
contingent land purchase agreement for purchase of a site that you have identified.

2. Commencing in month four (4) and for the next eight (8) months, you will perform your due
diligence on the site, complete the zoning and entitlement process, prepare preliminary
engineering, and have the prototype plans for the Units and the community amenity adjusted
for your local building code requirements.

3. Commencing in month twelve (12) and for the next four (4) months, you will complete and
obtain approval of the final civil engineering of your project.
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4. Commencing in month sixteen (16), you will begin land development, bring entitled raw land
to a point where the community amenity and Units may be built upon the lots within your
project, submit for building permits, collect bids and award contracts to subcontractors to
build a model Unit, and commence pre-sale activities and marketing.

5. Commencing in month twenty (20), you will begin construction of the community amenity, one
(1) model home Unit to be offered for sale and leaseback and your first Unit to be offered for
sale to homeowners. The time period for the construction of the community amenity is
approximately sixty (60) days. The time period for the construction of a slab-on-grade Portico
Model Home Unit with no structural options and an additional Portico Unit with no structural
options to be made available for sale to homeowners is approximately one hundred twenty
(120) calendar days.

6. Enrollment on the Epcon Communities web site occurs five (5) months prior to the opening of
your model home in month twenty-four (24).

General Note llI:

The second table above assumes you are purchasing developed lots from a land developer and that the
developed lots have been approved and, with some exceptions, are ready for you to commence
construction of your project. The table also assumes that:

1. Sometime during the first three (3) months of your Franchise Agreement, you will enter a
contingent land purchase agreement giving you exclusive purchase rights for the lots to be
developed within the site that you have identified.

2. Commencing in month four (4) and for the next eight (8) months, you will perform your due
diligence on the site, work in support of the land developer as that entity completes any
outstanding land entitlement and/or final engineering work. As that is occurring, you will have
the prototype plans for the Units and the community amenity adjusted for your local building
code requirements.

3. Commencing in month twenty (20), you will construct the model home, which opens in month
twenty-four (24).

4. Commencing in month twenty (20) you will begin construction of the first Unit to be offered for
sale and construction of this Unit will be completed in approximately four (4) months.

5. Enroliment on the Epcon Communities web site occurs five (5) months prior to the opening of
your model home in month twenty-four (24).

The Following Notes Are Applicable to the Tables Included Above:

Note 1: Purchase of Raw Land or Developed Lots:

Costs to purchase raw land and developed lots, as well as other land-related expenses vary
widely based upon factors such as location, the availability of suitable land or lots for your project,
surrounding property values, adequacy and proximity of utility services and proximity to commercial and
other services. It is generally expected that a project will have 2.75 to 4.0 Units per acre, which may
increase to 4.5 Units per acre if storm water retainage is managed off-site and set-back and building
separation requirements are minimal.
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Note 1.A: Purchase of Raw Land:

As of the original issuance date of this disclosure document, franchisees typically purchase raw
land from a third-party seller to develop their project. Expenses incurred in connection with this purchase
include the cost of land and some or all of the following costs: settlement and closing fees, title
search/binder/insurance, attorney fees, and/or any costs customarily the responsibility of the buyer in
your local market. When purchasing raw land, you become responsible for the due diligence, entitlement,
zoning, permitting, horizontal construction (land development, streets, and underground utilities) and the
site improvements that will benefit the proposed community being constructed.

Note 1.B: Purchase of Developed Lots:

If you purchase developed lots for your project, it may lessen the time required to bring your to
project to market. Lots developed by a third party and purchased by you will, in most cases, have been
zoned, entitled, developed, have the proper permitting to be built upon and may be purchased as one,
collective purchase, as a staged take-down, or individually. However, further zoning approval may be
required in certain municipalities related to exterior architectural element requirements before vertical
construction may begin. The estimate above is for two developed lots, one for the Model Home Unit and
one for the first Unit in your project to be offered for sale to homeowners.

Note 1.C: Land Purchase Agreement Deposit:

While, as of the original issuance date of this disclosure document, most franchisee purchase raw
land for their project, you may purchase developed lots from a land developer or other seller for your
project. The most common way of doing this is through a land purchase agreement (also called a real
estate purchase agreement), in which a franchisee has an exclusive option to purchase all of the
developed lots constituting the franchisee’s project on a defined “takedown” (purchase) schedule.
Typically, Land Purchase Agreements require the payment of a deposit to the land developer or seller
that is between 5% and 10% of the total value of the agreement. The value of the agreement is typically
calculated by multiplying the number of developed lots to be purchased by you by the purchase price
attributed to each lot. This deposit is usually returned to you as a credit on the closing of the purchase of
the final five to ten lots of your project. The amount of the deposit reflects the deposit for the developed
lots and for the community amenity. (Note 5 below includes information regarding this amenity).

Note 2: Financing Your Project:

While it is possible to pay the total initial investment with your own funds, most franchisees,
whether purchasing raw land or developed lots, finance part of the initial investment needed for their
project. Neither we nor our affiliates offer financing to you for your initial investment. The types of
financing available, as well as the amounts financed, may differ from project to project and from
franchisee to franchisee.

For franchisees who elect to purchase raw land and develop the lots for their project themselves,
instead of purchasing developed lots, some of the most common types of financing, include the following:

1. Traditional Acquisition and Development Loans

These loans are typically funded by a local or regional financial institution, require an upfront
25% to 35% equity contribution either funded by you or by investors you procure in an
amount based on the total cost of acquisition of the land and development of the project site,
and require interest-only payments during the initial development of your site and
construction of Units, followed by principal repayment installments due at the time of closing
on each Unit. Franchisees typically use the raw land they have purchased with cash as the
required equity contribution by providing the lender with a lien against the property.
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2. Private Institutional Acquisition and Development Loans

These loans are typically funded through a broker relationship using private institutional or
“family office” funds, require an upfront equity contribution by you ranging from 5% to 10% of
the total cost of acquisition of the land and development of the project site, and require
interest-only payments during the initial development of your site and construction of each
Unit, followed by principal repayment installments due at the time of closing on each Unit.
These loans also typically require substantially higher interest rates due to the lower upfront
equity requirements of the loan.

Both franchisees who purchase raw land for their project and those who purchase developed lots
for their project typically finance all or part of the investment needed for the vertical construction costs of
their project. A common type of this financing is a vertical construction revolver loan.

Vertical construction revolver loans are typically funded by a local or regional financial institution
and require upfront fees based on the total amount of funding the borrower is requesting to have
available for vertical construction. Given the positive difference between sales prices of Units and
the vertical construction costs of Units, these loans will typically cover 100% of the borrower’s
vertical construction costs and are paid on a draw schedule as significant milestones in the
construction schedule are met.

Note 2.A: Project Financing When Developing Raw Land:

Franchisees developing their project on raw land typically pay for the costs to acquire raw land
from their own funds, instead of obtaining financing for the purchase of land. Some franchisees use their
own funds for the costs they incur with respect to land development and site improvements, while others
obtain financing for some or all of the costs they incur with respect to land development and site
improvements. Most franchisees obtain financing for vertical construction costs for each Unit in their
project. Franchisees who obtain financing for land development and site improvements, as well as
financing for vertical construction costs, typically obtain two loans for their project, though often both are
through the same bank. The first covers the costs for land development and site improvements and the
second covers vertical construction costs for each Unit in the project. When obtaining financing for land
development, site improvements and vertical construction costs, franchisees typically incur some out-of-
pocket expenses relating to obtaining the financing. (See Note 2).

Note 2.B: Project Financing When Purchasing Developed Lots:

Franchisees purchasing developed lots for their projects typically obtain financing which covers a
portion of the costs associated with vertical construction of each Unit in the project. Franchisees typically
incur some out-of-pocket expenses relating to obtaining this financing. (See Note 2).

Note 3: Due Diligence and Land Entitlement Generally:

Due diligence and land entitlement are critical components of your project as they assure that the
property you are considering purchasing is suitable for your project. Generally speaking, due diligence is
the process by which you examine and inspect the property that you plan to purchase and may include
investigation of the condition of title and physical conditions of the property, confirmations of fees,
permitting, and processes required by various governmental agencies, market studies, geotechnical
borings and testing for soil suitability, and architectural work to prepare the prototype plans provided to
you by us. Generally speaking, land entitlement is the process of acquiring approvals for the right to
develop your site with your project. It includes things such as zoning approvals, confirmation of the
availability of utilities, obtaining permits for utilities such as sewer and water, tree clearing, and the
completion of any other activity required so that horizontal development may commence.
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In some municipalities, additional zoning approval from an architectural review board or
committee is needed to allow you to use specific products, plans and materials that are part of our
Development System. Obtaining these zoning approvals may increase the costs that you incur in
connection with your project.

Note 3.A: Due Diligence and Land Entitlement for Developed Lots:

A nominal cost should be budgeted for due diligence when you are purchasing developed lots for
your project. The land developer or seller of the developed lots can usually provide documentation for all
of the prior due diligence that was completed by the land developer or seller in connection with its
purchase and development of the lots. However, there may be approvals that require further research or
procurement by you.

Note 4: Land Development and Site Improvements Generally

Land development expenses encompass all horizontal construction costs that are required to
bring entitled raw land to a point where Units and other amenities are permitted to be constructed. These
costs typically include conceptual site plans, all materials, labor, hard and soft costs, fees, permits, plan
reviews, inspections, testing, bonds, letters of credit, site plans, erosion and stormwater control
measures, demolition of existing structures, temporary access to the site, clearing, mass excavation,
retaining walls, temporary and permanent utility services, streets, roadways, sub-base and base, curbs
and underdrains, street lighting and signage, fencing and any other facilities or work that is required to
complete the land development. Any necessary off-site improvements that may be required to
accommodate the on-site improvements are also considered a cost of land development.

Site improvement expenses are those related to all commonly owned land and amenities that are
intended to benefit the entire community, and not just a single Unit owner. These expenses typically
include items such as required permits, fees, entry feature(s), landscaping and earth mounding of
common areas, landscape and hardscape, sighage, common area fixtures and community mail kiosks.

Note 4.A. Land Development and Site Improvements for Raw Land:

If you purchase raw land and develop the lots for your project yourself, your costs for land
development and site improvements will be significantly higher than if you purchase developed lots for
your project.

Note 5: Large Pavilion Community Amenity:

An Epcon community typically includes an amenity such as a pavilion, clubhouse or other
common area (such as a pool and recreation center) to be constructed on common ground and used by
all residents in the community. The type and size of the community amenity vary depending upon the
number of Units in a community. Upon completion of the amenity and the formation of the condominium
or homeowners association for your project, the land upon which the community amenity is located and
the community amenity are transferred to the association. We provide prototype architectural plans for
various community amenities that can be offered by you depending upon the number of Units in your
project. For the purposes of Item 7, we have included an estimate of a Large Pavilion, which is
appropriate for a project of thirty (30) units.

Note 5.A Large Pavilion Expenses when Purchasing Raw Land:

Expenses related to a Large Pavilion community amenity constructed on raw land that you
purchase for your project generally include expenses for final drawings required to construct the amenity,
permitting and inspection costs, vertical construction costs, furnishings, fire extinguishers, , site
landscaping and irrigation, parking areas, public sidewalks, and service walks.
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Note 5.B Large Pavilion Expenses when Purchasing Developed Lots:

If you purchase developed lots for your project, the community amenity is constructed by the land
developer or seller from whom you purchase your developed lots, and the costs incurred by the land
developer or seller to purchase the land upon which the community amenity is located and to construct
the community amenity are typically included in the purchase price set out in your land purchase
agreement (with the total costs of the land and amenity allocated over the purchase price that you pay for
each developed lot within your project). These costs include the costs incurred by the land developer or
seller to build the community amenity in accordance with the specifications and requirements in our
Development System.

Note 6: Vertical Construction Costs for Model Home Unit and First Unit to be Offered for
Sale to Homeowners:

The estimate of expenses for your Model Home Unit and first Unit to be offered for sale assumes
that both Units are a Portico Unit and includes all costs associated with the construction of an “average,”
slab-on-grade home which has a finished floor area of approximately 1,776 square feet. The general
range for vertical construction cost per square foot is approximately $113.00 per SF of finished living
space for a base Unit to $142.00 per SF of finished living space for a Unit with many upgrades and
structural options. Vertical construction costs typically include all hard costs, labor, and material expenses
required to construct a Unit, such as footers and foundations; building frame and enclosure; utility and
mechanical rough-ins; drywall, interior trim and mechanical fixtures; and landscaping and turf. Based
upon the financing that you obtain for your project, you may also incur soft costs, such as financing costs
for a vertical construction line of credit, if you obtain a line of credit. The estimated amount of interest you
will incur on your line of credit while building the Units are included in the estimated amounts for vertical
construction of your Model Unit and first Unit to be offered for sale.

Note 6.A: Vertical Constructions Costs for Unit on Developed Lots:

Franchisees who purchase developed lots for their project typically require an upfront customer
deposit of $45,000 for each Unit sold prior to commencement of construction of the Unit. The estimated
amount of vertical construction costs for a Unit constructed on a developed lot does not include the
amount of the down payment paid by the purchaser of the Unit, though this deposit will reduce the
amount of borrowing you need to incur in order to build the Unit.

Note 7: Upfront Sales and Marketing for Project:

Marketing and sales expenses that are allocated over the entire 30 Unit project typically include
expenses like a temporary sales office trailer and associated permits, parking lot, landscaping, temporary
utility service extensions, model home furnishings (typically, approximately $30 per SF of the living space
of the model home Unit), operating expenses, placement/removal of temporary items; presentation
gallery signage, equipment and furnishings in the clubhouse (or in the model Unit garage, if applicable),
construction expenses to prepare and convert the garage to/from a sales office, model home furnishings
and accessories, interior design fees, costs to dismantle the sales office in the clubhouse or garage,
model Unit operating expenses including taxes, utilities, cleaning, building maintenance, and landscaping
maintenance, pre-selling campaign expenses and general project marketing and promotions such as
brochures. Expenses for marketing can vary due to the length of time the project will take to build, the
costs for media advertising, the number of sales brochures used and costs to operate the sales center.
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Note 8: In-House Sales Consultants:

Most franchisees have an in-house team of sales consultants to help facilitate Unit sales. You
may want to hire and train your sales consultants before you are ready to enter into purchase contracts
with homeowners for the Units in your project. If so, you may incur expenses for a salary or other form of
compensation to your sales consultants. We estimate a weekly salary of $800 per consultant, but the
salary amounts can vary. Once your sales consultants are fully trained and you are ready to enter into
purchase contracts for the Units in your project, we recommend that you shift to a full commission
compensation structure with your sales consultants. Expenses related to sales commissions that you pay
to your in-house sales team are typically incurred after the initial investment period. The estimate above
assumes one sales consultant is paid a weekly salary of $800 per week for 26 weeks.

Note 9: Direct and Indirect/Overhead Project Costs:

Direct and indirect/overhead project costs typically include expenses such as permits, final site
engineering and approvals, permits, final architectural working drawings derived from our prototypes,
attorney fees, salaries of the job-site superintendent or a construction manager and direct labor.

Direct and indirect/overhead project costs also include the creation of the homeowners or
condominium association, creation of condominium documents including: the required services of
architects and engineers; engagement of a property management contractor; general administrative
project costs; insurance; accounting services; real estate taxes; and any required funding of the
association at start-up or during the development of your project. Additional expenses may be incurred
for contributions made to the association for fees, dues and expenses for any Units that remain unsold
after the association is formed.

Direct and indirect/overhead project costs also include a general contingency amount, which
varies for each project and is used to cover costs in a project which may not be expected. In developing
company-owned projects, Epcon, Epcon Carolinas, Epcon Indiana and Epcon Tennessee use an amount
equal to approximately one percent (1%) of the total costs of the project for its general contingency
amount and an inflation rate of five percent (5%) per year for multi-year projects that do not have trade
partner price guarantees that cover the entire development period.

Note 10: Mortgage and Security Agreement Recording Fee and Administrative Fee:

Mortgage and security agreement recording fees and administrative fees are usually in nominal
amounts. Recording fees vary state to state and county to county, and will necessarily depend upon the
fees of the governmental entity where your project is located.

Note 11: Marketing Program Fee:

You are required to list your project on the Epcon Communities website designated by us when
you are ready to begin marketing your project to potential buyers. You must pay us or Epcon Marketing a
Marketing Program Fee in the amount of $625 per month for each of your projects beginning on the
earlier of (a) the nineteenth (19™) month after you sign your Franchise Agreement, or (b) the month after
your project is first included on the Epcon Communities web site, or (c) the fifteenth day of the month
immediately following the month of your first closing on a sale of a Unit within your Project. It is assumed
that your enrollment on the Epcon Communities web site occurs five (5) months prior to the opening of
your Model Home and completion of your first Unit offered for sale in the twenty-fourth (24") month after
you sign your Franchise Agreement. For purposes of ltem 7, we assumed that you have only one project,
which means that you are not eligible for the Marketing Program Fee discount described in Item 6 of this
disclosure document.
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Note 12: Initial Training Program and Sessions:

This estimated fee refers to programs and sessions offered by us to new franchisees and their
sales associates and construction personnel to help them become familiar with our Development System,
the types of services typically provided by us, and the responsibilities and expectations associated with
becoming a franchisee. At least one owner of the franchise business must attend the initial training
program. We provide initial training in two installments, each lasting one day, and work with you to
determine the timing of each installment so it is best-suited for you, based upon your prior development
and construction experience, as well as the current status of your project. We may require your
construction supervisor to attend the construction training session offered as part of the initial training
program, which lasts one day. As of the date of this disclosure document, there is no fee for any of the
initial training programs, however, you are responsible for transportation, lodging, and some meals of
each of your attendees. We assume two owners will attend the initial training program and one
construction person will attend construction training. We assume one sales person will attend sales
training sessions, which are, as of the original issuance date of this disclosure document, held virtually.
The estimated costs above are total for all expected attendees and include estimated costs of
transportation, lodging and food.

Note 13: National Conference Attendance:

The national conference is typically offered by us during the second quarter of each year and
lasts three days. At least one owner of the franchise business must attend the national conference and it
is highly encouraged that your entire staff attend the conference. It is assumed that one owner, one sales
professional, and one construction person will attend the national conference. The estimated costs above
are calculated per person and include the cost of the registration fee, transportation, lodging and food for
three attendees.

Note 14: BuildTopia Software License:

Most franchisees purchase software licenses from builder software developers to assist them in
managing their business. While we do not require you to use a specific software, we have an agreement
with Constellation Software for use of its BuildTopia software, and we maintain copies of our plans,
options and specifications on Constellation Software’s BuildTopia website. If you utilize BuildTopia
software, you will have access to the materials that we maintain on the BuildTopia website. The
BuildTopia software includes modules relating to CRM (Customer Relations Management), sales
contracts, purchasing and warranties. The cost for one annual BuildTopia license is $2,700, and we
estimate that you will need to purchase one or two licenses during the initial investment period,
depending upon your staffing level.

Note 15: Additional Start Up Expenses:

These figures are estimates of additional start-up expenses that you may incur during the initial
investment period described above, such as organization costs, entity formation costs, attorney or other
professional fees, and costs for the search of land or developed lots upon which to build your project. |If
you are unable to procure financing, land, zoning or developed lots, you may not be able to carry
expenses associated with those to another project. It is impossible to project exact expenses for your
specific area or project, because the expenses are related to a range of factors which vary from project to
project. The actual amount of additional funds that you will need depends on a variety of factors, including
the time of year when you start your project, your own management skill, economic conditions,
competition in your area and other factors. The estimate does not include any allowance for an owner’s
distribution or salaries for your employees.

Note 16: Initial Marketing Program Membership Fee: You must pay to us or to an entity
designated by us that has been formed for the purpose of operating a franchise system level marketing
program, an initial marketing program membership fee in the amount of $5,000. The Initial Marketing
Program Membership Fee is due at the time of signing of the Franchise Agreement. This fee is for your
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access to our web-based resources related to the Development System and the marketing assets that
have been created for use across the franchise system through an intranet web site maintained by us or
our designee.

ITEM 8. RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

We issue to you specifications for approximately 75% of the goods and services that you will
need to develop and market your Epcon Communities project, and from time to time, we may issue
specifications for goods and services to our designated and/or approved suppliers. If issued, the
specifications will be in writing and will be provided to you and designated and/or approved suppliers by
regular mail and/or email communication. These specifications include, for example, our standards for
quality, performance, durability, safety, appearance, material composition and other characteristics
incident to maintaining our Development System.

Items Which Must Be Purchased From a Designated Supplier and Iltems Which Must Meet Our
Specifications

Home Survey Services

You may be required to participate in a homeowner’s survey program which requires you to
survey each buyer of a Unit in your project shortly after the buyer closes on the purchase of the Unit and
then again a few months after closing. Survey scores indicate the buyer’s perception of you, your sales
staff, your construction staff, the quality of the Unit, and the perceived value of the Unit, the amenities,
and the condominium association. The most critical questions on the survey help determine if the buyer
would recommend you to others. You will receive a copy of the survey reports, which are intended to
communicate to you areas in which you need to improve.

Home Warranty

We can require you to participate in a home warranty program that requires you to purchase
insurance for the Units you sell in your project to cover defects and deficiencies in workmanship for one
year and structural defects and deficiencies for ten years. You must purchase the home warranty from a
third-party provider designated by us. You must meet the underwriting requirements established from
time to time by the provider. In addition to the cost of the home warranty for each Unit, which is estimated
to range from $925 to $1,400 per Unit, you may be required by the third-party provider to pay a one-time
enrollment fee for each of your Projects. We estimate the enroliment fee to be $95. You must obtain the
home warranty plan for each Unit prior to closing on the sale of the Unit, including the collection of any
information and documentation needed by the issuer of the home warranty plan.

Civil Engineer or Land Planner

You must enlist the services of a civil engineer or land planner of your choosing to prepare a
conceptual site plan and to complete your project. The conceptual site plan layout must include building
setbacks and local storm water retention requirements and must be based upon a site-utilization analysis
and density study. Utility plans, grading plans, or preliminary or final engineering are not required in the
conceptual site plan. We estimate that the conceptual site plan will cost approximately $3,500 to $4.500
for a 12 to 25-acre site. Other than purchases from the designated suppliers discussed above, you are
not required to purchase any items or services from suppliers designated or approved by us.

Insurance
You must maintain builder’s risk and general liability insurance in an amount not less than

$1,000,000 per occurrence and $2,000,000 per project annual aggregate covering more than one person,
and with a deductible or self-insured retention on the policy of no more than $1,000. We have the right to
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require you to obtain other types of insurance and to change the coverage, deductible and self-insurance
retention amounts.

Your insurance policy must include coverage for liability arising from your development of a
project, premises-operations, independent contractors and products-completed operations. The policy
may not contain any restrictive endorsements or policy language which excludes coverage for residential
work performed by subcontractors on your behalf or liability assumed under construction contracts.

The policy must name you and all project entities as named insureds and Epcon Communities
Franchising, LLC as an additional insured, using 1SO Additional Insured Endorsement CG2029 (04-13 or
12-19) or its equivalent which provides premises and completed operations coverage. You must carry
workers compensation insurance, including an employer’s liability limit of $500,000, and commercial auto
liability (primary) providing limits of at least $1,000,000 for each occurrence, combined single limits. You
must also carry umbrella / excess liability Insurance written on an “occurrence,” not a “claims-made”
basis, providing coverage in excess of the underlying employer’s liability, commercial general liability, and
commercial automobile liability insurance, on terms at least as broad as the underlying coverage, with
limits of not less than $5,000,000 per occurrence and in the annual aggregate.

Your insurance costs will vary depending on the insurance carriers, the terms of payment and
your history. All insurance policies must contain a separate endorsement naming us as an additional
insured. All insurance must be placed with an insurance carrier or carriers with an A.M. Best’s rating of
“A-" and an A.M. Best’'s Class rating of “xiv” (or better), duly licensed in the state in which your project is
located, or be approved in writing by us. Your obligation to obtain and maintain the specified insurance
coverages will not be limited in any way by insurance we maintain, nor will it relieve you of liability under
any indemnity provisions of the Franchise Agreement. We may require that public liability policies contain
a provision that allows us to recover under the policy even in the event of your negligence. You must also
meet any other insurance-related obligations in the Franchise Agreement.

QualityMark™

We can require you to participate in an inspection program where the Units in your project are
inspected for defects and deficiencies in the workmanship of the improvements and features of the Unit.
As of the date of this disclosure document, we require you to participate in the QualityMark™ inspection
program. After the inspection, all of the trade partners, the work of which has been noted as sub-standard
on the inspection report, must correct any deficiencies or problems with their work before the Unit buyer
sees the finished Unit. You must employ or contract for the inspector who will perform the QualityMark™
inspection. The inspector must be a person other than your construction superintendent or any other
person who was involved in the day-to-day construction of the Epcon Community at which the inspection
will occur.

Rebate Program

We have the right to require you to participate in a program that provides a rebate to you for
purchases that you make of certain items from certain designated or approved suppliers. We do not
currently require you to participate in this rebate program, but you may participate, if you would like. As
disclosed in Item 6, we charge you a fee for our administration of this rebate program.

Purchase Arrangements and Special Pricing

Occasionally, we may negotiate purchase arrangements and special pricing with suppliers for the
benefit of our entire Development System using the potential combined purchasing power of all of our
franchisees and affiliates. For example, we periodically arrange for printing of sales brochures on a group
basis to lower the per item cost. Other examples of products and services for which suppliers have
granted special prices for groups using the Development System include advertising services, appliances,
cabinets, floor coverings, faucets, miscellaneous home improvement products, heating, ventilating and air
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conditioning systems, lumber, paint, porches, project site analysis services, frames and windows. You
are not required to participate in group purchases. We do not receive a payment for these purchases or
receive products at a lower price than you will pay. We have not established and do not participate in any
purchasing or distribution cooperatives.

Convention, Meetings and Seminar Sponsorships

From time to time, a supplier of goods and services to our franchisees may sponsor conventions,
meetings and seminars hosted by us for franchisees. If so, we and/or our affiliates receive sponsorship
fees from the supplier. The fees paid to us and/or our affiliates by these suppliers were because of the
supplier's sponsorship of the National Conference, not because of the franchisees’ purchases of goods or
services from the supplier. During 2022, suppliers paid $257,400 in sponsorship fees.

General Supplier Information

We do not provide any material benefits to you based upon your use of designated or approved
sources or suppliers. We do not, nor do any of our officers, own an interest in any supplier listed in
Item 8. We do not require you to purchase items from us.

We estimate that your required purchases from designated suppliers, approved suppliers or
suppliers whose products must meet our specifications will constitute 57% to 64% your cost to establish
your franchised business, and 81% to 83% of your total operating expenses thereafter assuming a 30
Unit project.

During our most recent fiscal year, neither we nor our affiliates received revenue or other material
consideration from required purchases of products or services by franchisees.

ITEM 9. FRANCHISEE’S OBLIGATIONS
This table lists your principal obligations under the franchise and other agreements. It will
help you find more detailed information about your obligations in these agreements and in other

items of this disclosure document.

Franchise Agreement, Other Agreements and Addenda

Article(s)/Section(s)/

Obligation Paragraph(s) in Agreement or

Addendum

a. Site selection and acquisi- Section 3.3 of the Franchise ltems 7, 11 and 12
tion/lease Agreement; Sections 2, 3, 4 and 6 of

the Market Area Agreement; Sections

2, 3 and 4 of the Initial Market Area

Agreement; Section 2 of the Market

Hold Agreement

b. Pre-opening purchases/leases | Article 5 of the Franchise Agreement; ltems 5, 6, 7,8 and 11

Section 2 of the Sublicense Agreement

c. Site development and other Sections 5.20 and 11.3 of the Items 7,11 and 12
pre-opening requirements Franchise Agreement; Section 2 of the

Sublicense Agreement

d. Initial and on-going training Sections 5.12, 5.13 and 15.2 of the Items 6, 7, 11 and 15

Franchise Agreement; Section 2 of the

Sublicense Agreement

e. Opening Not Applicable Item 11

Disclosure Document
Item
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Obligation

Article(s)/Section(s)/
Paragraph(s) in Agreement or
Addendum

Disclosure Document
Item

f.

Fees

Sections 3.1, 5.1,5.2,5.3,5.4, 7.4,
7.5,8,11.2,12.3,12.8 and 13.5 of the
Franchise Agreement; Section 5 of the
Market Area Agreement; Section 5 of
the Initial Market Area Agreement;
Section 2 of the Sublicense
Agreement; Paragraph C of the
Mortgage; Paragraphs 15 and 16 of
the Security Agreement; Section 1 of
the Market Hold Agreement

ltems 5, 6, 7, 10 and 11

Compliance with standards
and policies/Operating Manual

Sections 4.3 and 8.1 and Article 9 of
the Franchise Agreement; Sections 3
and 8 of the Market Area Agreement;
Sections 3 and 7 of the Initial Market
Area Agreement; Section 2 of the
Sublicense Agreement; Sections 10,
11 and 12 of the Non-Disclosure and
On-Line Information Access
Agreement

ltems 6, 7, 8, 11, 15
and 16

Trademarks and proprietary
information

Section 5.9 and Articles 6 and 10 of
the Franchise Agreement; Section 8 of
the Market Area Agreement; Section 7
of the Initial Market Area Agreement;
Sections 2, 4 and 6 of the Sublicense
Agreement; Sections 8 and 10 of the
Non-Disclosure and On-Line
Information Access Agreement; All
Sections of the Copyright and

Assignment Agreement; Section 5 of
the Market Hold Agreement

ltems 13 and 14

Restrictions on
products/services offered

Section 10 of the Non-Disclosure and
On-Line Information Access
Agreement

Items 8 and 16

Warranty and customer service
requirements

Section 5.23 of the Franchise
Agreement; Section 3 of the Copyright
Assignment & Agreement

Item 8

Territorial development and
sales quotas

Section 11.3 of the Franchise
Agreement; Sections 2, 3, 4, 6 and 7 of
the Market Area Agreement; Sections
2, 3, 4 and 6 of the Initial Market Area
Agreement; Section 3 of the Market
Hold Agreement; Section 2 of the
Sublicense Agreement

Item 12

Ongoing product/service
purchases

Sections 7.4 and 7.5 of the Franchise
Agreement

Items 6, 8 and 16

Maintenance, appearance and
remodeling requirements

Section 9.2 of the Franchise
Agreement; Section 2 of the
Sublicense Agreement; Section 4 of
the Non-Disclosure and On-Line
Information Access Agreement

Item 17
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Obligation

Article(s)/Section(s)/
Paragraph(s) in Agreement or
Addendum

Disclosure Document
Item

Insurance

Section 16.2, 16.3, 16.4 and 16.5 of
the Franchise Agreement; Section 2 of
the Sublicense Agreement; Paragraph
9 of the Security Agreement

ltems 6, 7 and 8

Advertising

Sections 6.7 and 6.9 and Article 7 of
the Franchise Agreement; Section 2 of
the Sublicense Agreement; Section 1
of the Copyright Assignment &
Agreement

Iltems 7, 8 and 11

Indemnification

Section 16.1 of the Franchise
Agreement; Sections 2 and 9 of the
Sublicense Agreement; Section 17 of
the Non-Disclosure and On-Line
Information Access Agreement;
Section 4 of the Copyright &
Assignment Agreement

Item 6

Owner’s participation,
management, staffing

Not Applicable

ltems 11 and 15

Records and reports

Sections 5.3, 5.15, 5.16 and 5.17 of
the Franchise Agreement; Section 2 of
the Sublicense Agreement; Paragraph
6 of the Security Agreement

Not Applicable

Inspections and audits

Section 5.3 of the Franchise
Agreement; Section 2 of the
Sublicense Agreement; Paragraph 8 of
the Security Agreement

Not Applicable

Transfer Article 12 of the Franchise Agreement; | Items 6 and 17
Section 2 of the Sublicense
Agreement; Section 5 of the Market
Hold Agreement

Renewal Section 11.4 of the Franchise Items 1 and 17

Agreement; Section 8 of the Initial
Market Area Agreement

Post-termination obligations

Sections 10.3, 11.2, 13.5, 13.6 and
13.7 of the Franchise Agreement;
Sections 2 and 5 of the Sublicense
Agreement; Section 14 of the Non-
Disclosure and On-Line Information
Access Agreement

Item 17

Non-competition covenants

Sections 10.6 and 13.7 of the
Franchise Agreement

Item 17

Dispute resolution

Sections 10.6 and 13.7 of the
Franchise Agreement; Paragraphs 12,
17 and 18 of the Security Agreement

Iltem 17

Compliance with statutory
obligations

Sections 5.19, 5.20 and 9.2 of the
Franchise Agreement; Section 11 of
the Non-Disclosure and On-Line
Information Access Agreement

Item 1

Attendance at all annual
conventions or meetings of
franchisees

Section 5.13 of the Franchise
Agreement; Section 2 of the
Sublicense Agreement

Item 11
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Article(s)/Section(s)/

Disclosure Document

Obligation Paragraph(s) in Agreement or
Item
Addendum
aa. Modification of development Sections 5.19, 5.20 and 9.2 of the Item 1
system and architectural plans | Franchise Agreement
to comply with building code,
permit requirements and other
laws
bb. Participation in home survey Sections 5.14 and 5.15 of the Items 6 and 8
service and rebate program Franchise Agreement
cc. Participate in QualityMark Section 5.17 of the Franchise Items 6 and 8
program Agreement
dd. Payment of principal and Paragraph C of the Mortgage Item 10

interest

ee. Grant of security interest in
after-acquired property and
assets including proceeds

ff.  Actions necessary for
attachment, perfection and first
priority

gg. Change to name, address,
officers or type of business
organization

hh. Obligations concerning the
collateral.

Paragraph 2 of the Security Agreement | Not Applicable

Paragraph 4 of the Security Agreement | Not Applicable

Paragraph 6 of the Security Agreement | Not Applicable

Paragraph 8 of the Security Agreement | Not Applicable

ITEM 10. FINANCING

To secure payment of all fees that you owe us, you must provide us with a mortgage in a
minimum amount of $200,000 against the real property upon which your project will be constructed and a
security agreement granting to us a security interest in all of your personal property at your project (see
the basic form of mortgage attached as Exhibit L to this disclosure document and the form of Security
Agreement attached as Exhibit M to this disclosure document).

The Mortgage and Security Agreement

You must sign and deliver the mortgage to us so that it can be recorded within 15 days after you
close on the purchase of your property, or if you already own your property, no later than 30 days after
you sign the Franchise Agreement. The mortgage can only be subject to, and junior only to, the
mortgage lien(s) and/or personal property lien(s) granted by you to the lenders providing land acquisition
and construction financing for your project. If you increase the number of Units in your project, we may
require an increase in the amount of the mortgage and/or require other additional security. You must
reimburse us for all expenses and fees incurred by us in subordinating your mortgage at the same time
you close on any financing with your lender or within 15 days of our delivering an invoice to you.

The security agreement can only be subject to, and junior only to, the mortgage lien(s) and/or
personal property lien(s) granted by you to the lenders providing land acquisition and construction
financing for your project. You must reimburse us for all expenses and fees incurred by us in
subordinating the security agreement at the same time you close on any financing with your lender or
within 15 days of our delivering an invoice to you.

As described in Item 12 of this disclosure document, we acknowledge that real estate developers

often form a separate business entity for each project. If we permit you to sublicense to another business
entity, we may require that business entity to sign new or amended mortgages and security agreements.
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Although we have never done so, we have the right to assign our interests in the mortgage and
security agreement to a third party without your consent. If we do so, the third party may be immune
under the law to any defenses to payment you may have against us. If the mortgage and security
agreement are assigned to a third party by us, as long as the Franchise Agreement is effective, we will
remain primarily obligated to provide the assistance to you for which we are obligated under the
Franchise Agreement.

In our sole discretion, we may accept or require a deed of trust, letter of credit, or other security
instrument in substitution of a mortgage or security agreement. You must reimburse us for all expenses
and fees (including legal fees, and filing and recording fees) incurred by us in obtaining, filing and
recording the mortgage and security agreement or other security instrument.

We do not offer direct or indirect financing to you. We do not receive direct or indirect payments
for placing financing. We do not guarantee any loan or lease which you may obtain or any obligation
which you may incur.

ITEM 11. FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND TRAINING
Except as listed below, we are not required to provide you with any assistance.

Obligations Before Opening

Before you begin development of your initial Epcon Communities project, we will provide the
following assistance:

1. Unstamped and unsealed architectural plans and specifications for buildings, based upon
our most recently updated project plans, including foundation plan, floor plan, roof plan,
wall sections, and exterior elevations, (Franchise Agreement, Section 4.1.1).

2. Unstamped and unsealed architectural plans and specifications for clubhouses and
pavilions, based upon our most recently updated project plans, including foundation plan,
floor plan, roof plan, wall sections, exterior elevations, drawings or schedules for cabinets
and floor coverings, plumbing plan, electrical plan and HVAC plan. (Franchise
Agreement, Section 4.1.2).

3. Sample site and landscape plans from one recent project. (Franchise Agreement,
Section 4.1.3).

4, Operations Manual. (Franchise Agreement, Section 4.1.5).

5. Initial training sessions for you, the owners of the franchise business and your
representatives (up to a total of three persons). (Franchise Agreement, Section 5.12).

6. Fifty (50) hours of consulting services on the areas of planning, financing, construction
and marketing. (Franchise Agreement, Section 4.1.10.1).

7. Sample Construction Scopes of Work. (Franchise Agreement, Section 4.1.4).
We generally do not provide equipment, signs, fixtures, opening inventory or supplies directly to

you. While we are not obligated to do so, we are in the practice of providing you with written
specifications and the names of approved suppliers offering some of these items.
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Obligations After Opening

During the development of your initial Epcon Communities project and all additional Epcon
Communities projects, we will provide the following assistance:

1. Continuation of the assistance referred to in paragraph 6 set out above in this Item 11.
(Franchise Agreement, Section 4.1.10.1).

2. Copies of modifications and improvements to plans and other parts of the Development
System, upon your request. (Franchise Agreement, Section 9.3).

You must conduct your business and develop your project as provided for in the Manual or as
otherwise designated by us. (Franchise Agreement, Section 4.3).

We do not have an obligation, either before or after opening, to hire your employees for you.

Although we do not have an obligation to do so, we are significantly involved in improving and
developing the franchised business due in part to development of Epcon Communities projects by Epcon,
Epcon Carolinas, Epcon Indiana Epcon Georgia and Epcon Tennessee.

We do not have an obligation to establish the prices at which you sell your Units.

Although we do not have an obligation to do so, we are in the practice of establishing and using
administrative, bookkeeping, accounting and inventory control procedures which we may share with you
from time to time.

Although we do not have an obligation to resolve operating problems you encounter, we do
provide you with advice and consultation in connection with the operation of your Epcon Communities
business and periodic continuing individual advice, consultation and assistance. (Franchise Agreement,
Section 4.1.10).

Advertising Programs

We or a business entity selected by us will maintain a web site to promote your projects as well
as the projects of our affiliates, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee, and Epcon
Georgia. (Franchise Agreement, Section 7.5). As of the date of this disclosure document, this web site is
maintained by our affiliate, Epcon Marketing. You will be provided web pages on this web site for each of
your projects. (Franchise Agreement, Section 7.5). Before you start marketing or selling activities for any
of your projects, you must provide the information specified by us so that web pages can be created for
your project. (Franchise Agreement, Section 7.5). We may terminate the web site and the related web
pages at any time. You will be granted access to the administrative portion of
www.epconcommunities.com, so that you may make periodic updates to your web content on that web
site. You must designate a person in your company with the role of web site administrator for providing
content updates to your web pages. (Franchise Agreement, Sections 4.3 and 7.5(i)).

Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee and Epcon Georgia advertise the
projects that they develop. Other than the web site discussed above, we do not conduct advertising for
your projects, and we are not required to spend any amount for advertising in the areas where your
project is located. As part of the materials provided to you at the time you sign the Franchise Agreement,
you are provided marketing campaign ideas and materials, templates for brochures, direct mail and
signage, virtual renderings and tours for Epcon model homes, product and lifestyle-based photography
from various Epcon Communities around the country all for your use in your own individual marketing
efforts for your Epcon Communities project. These materials are based on Epcon’s experience in using
the Development System licensed to you by us and have been partly developed in-house and partly by
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outsourced design and advertising agencies. In your advertising, you are likely to use media that are
local in scope.

We may periodically arrange for printing of sales brochures on a group basis to lower the per item
cost, but we are not obligated to do so. Each participant in a group order pays its pro-rata share of the
total cost of the sales brochures. Epcon does not receive any revenue from a franchisee’s purchase of
these sales brochures.

You may prepare your own advertising plans and materials, which you must submit to us for our
written approval at least 30 days before you intend to use them. (Franchise Agreement, Section 7.3).
Approval will be based upon your compliance with the provisions of the Franchise Agreement and the
Manual regarding the use of service marks and copyrighted and patented materials relating to or
identified with Epcon Communities. We will not unreasonably withhold our approval. If written
disapproval is not received by you from us within 30 days of the date that we receive your advertising
plan and/or materials, we will be deemed to have given the required approval. Upon 30 days prior written
notice, we can revoke our approval of any advertising previously approved.

We may apply additional advertising restrictions to your use of the Internet, web pages or email.
The web site located at www.epconcommunities.com is the only authorized Epcon Communities
franchising web site. You may not own or operate a separate website for the promotion of your Epcon
business. (Franchise Agreement 6.9). You must disclose to us all web sites owned, registered to or
operated by you that are related to residential construction or real estate sales. (Franchise Agreement,
Section 6.9). You must comply with all laws and regulations related to the web site (Franchise
Agreement, Section 7.5), respond to inquiries received through the web site within a certain stated period
of time, and honor all prices advertised on your web pages on the web site. (Franchise Agreement,
Section 4.3).

You must pay Epcon Marketing an Initial Marketing Program Membership Fee (“Initial Marketing
Program Membership Fee”) of $5,000 for each of your projects. (Franchise Agreement, Section 7.4).
Additional details on the Initial Marketing Program Membership Fee may be found in Item 5 and Item 7.

You must pay Epcon Marketing a Marketing Program Fee (“Marketing Program Fee”) of $625 per
month for each of your projects. (Franchise Agreement, Section 7.4). Additional details on the Marketing
Program Fee may be found in Item 6.

Epcon Marketing will administer the advertising plans and materials of the advertising fund
associated with the Initial Marketing Program Membership Fees and Marketing Program Fees.
(Franchise Agreement, Section 7.4). It may spend these fees to promote the projects of franchisees and
our affiliates, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee, Epcon Georgia and any future
affiliates who develop Epcon Communities projects on a local, regional and/or national level and in any
medium that it believes will promote Epcon Communities projects. Epcon Marketing’s trustees approve
the expenditure of the Initial Marketing Program Membership Fees and Marketing Program Fees. The
finances for these programs will be administered by us. The marketing fund is audited, and the audited
financial statements are made available to you upon request. If any Initial Marketing Program
Membership Fees or Marketing Program Fees are not spent in the calendar year in which they are paid,
the remaining amounts will be carried over to the next year. You may request in writing a report of how
these fees are spent from our Chief Financial Officer. Because the obligation to pay Initial Marketing
Program Membership Fees did not start until 2023, the source of funds spent during 2022 was the
Marketing Program Fees. In 2022, Marketing Program Fees were spent on production (67%) and salary
and administrative expenses (33%). Initial Marketing Program Membership Fees and Marketing Program
Fees will not be used to solicit the sale of franchises. (Franchise Agreement, Section 7.4).

In April 2000, we established a “Leaders Council” that may meet periodically to discuss issues of

importance to you, other franchisees and us. The Leaders Council is composed of a select number of
franchisee members in addition to Edward A. Bacome and Philip G. Fankhauser (whose biographies are
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included in Item 2 of this disclosure document). New members of the Leaders Council are selected by us
annually. The Leaders Council held one meeting in 2022.

Other than as described above, you are not required to participate in any other advertising fund or
cooperative. We have not established an advertising council composed of franchisees and have no plans
to do so in the future.

Computer System

You must purchase and use a computer system meeting our specifications and your architect
must have a computer design system similar to that now typically used in the profession to read plans in
CAD format. (Franchise Agreement, Section 5.10). The computer system will be used to store word
processing data, spreadsheets, financial information, PDFs and CAD drawings. Your computer must be
able to recognize and open CAD drawings (“.DWG” file types) using AutoCAD LT 2019 or similar software
(Autodesk DWF Viewer and Autodesk TrueView are recommended as free alternatives), or a later version
as determined by us.

We estimate that it will cost you up to $1,700 (per computer) to purchase the computer system
and up to $2,400 (per user) to purchase the AutoCAD LT 2019 software license. You must utilize a
broadband Internet connection with your computer system at a cost of approximately $110 per month for
business class pricing. Your computer(s) must allow you to view and listen to standard multimedia type
files such as photos, videos and music files, both locally on your computer and over the Internet. You
must have Adobe Photoshop or similarly capable software (such as lllustrator) for making updates to and
accessing marketing materials. You are required to have a working email address. Periodically, we send
you important information by email, and some email messages that we send to you require a response to
us. Your computer and email system will be required to have updated antivirus and anti-spam software
installed. (Your obligations regarding computer hardware and software are set out in Section 5.10 of the
Franchise Agreement and the Manual.) We are not obligated to provide to you, or to assist you in
obtaining, the required software and hardware. You can obtain the required software and hardware from
any supplier.

Your computer system will permit you to take advantage of services to be offered to you both by
us and third parties, as described below.

We make our Manual and other information related to our Development System, as well as online
training modules, available to you and certain of your employees through a password-protected web site
(the “on-line support system”). This is the preferred method of making updates to the Manual available to
you for downloading and printing. Prior to gaining access to our password protected web site, you and
your employees must sign the Non-Disclosure and On-Line Information Access Agreement (see attached
Exhibit K to this disclosure document), and you must provide us with a copy of each signed agreement.

We do not provide technical assistance for any of the designated computer hardware or software
components. Under the Franchise Agreement, you must periodically upgrade and/or update the
hardware components and/or software programs that make up your personal computer system to meet
our then-current minimum specifications and list of required capabilities. (Franchise Agreement, Section
5.10). There are no contractual limitations on the frequency or cost of this obligation, but we will not
require these upgrades more often than annually. We estimate that the annual cost of options or required
upgrades will be $350. We are not obligated to provide any ongoing maintenance, repairs, upgrades or
updates.

We will not have independent access to the information generated or stored on your computer

system. We do not have any liability to you as a result of any malfunctions of any computer system or
web site.
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In the operation of your business, we recommend that you use a construction management
software program, such as Constellation’s BuildTopia program, which is designed to assist with a number
of construction related items such as scheduling, purchase orders and warranties. We do not provide any
specific recommendations given the number of options in the marketplace and the fact that some are
more suitable for larger builders and others are designed with a small operation in mind. A typical new
franchisee is able to find a web-based software platform at a cost starting around $2,700 per year per
license.

We also recommend that you use software to help streamline your construction, sales and
marketing efforts and to obtain your sales and marketing materials, such as brochures and virtual tours.
You are not required to use a particular software, but we recommend Higharc, which is cloud-based. As
of the original issuance date of this disclosure document, we have an arrangement with the provider of
Higharc software whereby we are permitted to provide qualifying franchisees with access to the software.
You do not pay a fee to Higharc for the right to use this software, but rather, you pay us a technology
royalty fee for the right to use the software. The Higharc software provides a number of construction,
sales and marketing services. These services include, for example, access to the plans and drawings
used in the development and construction of Epcon Communities projects, providing a community
management tool that keeps you informed about Units that are available for sale in your project, providing
sales and marketing materials that allow for personalization of a Unit, creation of job and homebuyer
specific construction drawings, and generation of job-specific key measure reports for guidance in
estimating quantities of materials needed for construction of a Unit. The technology royalty fee will be the
lesser of 0.5% of the Gross Sales Price of the Unit, or, if we cap the maximum amount of the Gross Sales
Price per Unit for purposes of determining your Point of Royalty Closing Payment, you will pay us 0.5% of
the capped Gross Sales Price of the Unit (see Note 2 in Item 6 table for a discussion of the cap on the
Gross Sales Price for Point of Closing Royalty Payments). In addition, if you direct Higharc to make
changes to the floor plans or optional items that are part of our Development System and we agree to
allow you to make such changes, you must pay Higharc $200 per hour for the costs to make the changes
to the floor plan and/or list of optional items.

We also recommend that you use Lasso software in your sales and marketing efforts, which is a
web-based CRM platform that allows your sales consultants to manage their prospects through the home
buying process. You must pay Lasso Soft, Inc. a $500 fee for the set-up of the Lasso system, as well as
a minimum payment of $70 per month for up to two individual logins for use by you of the Lasso system
and an additional $35 per month for each user login after two. Epcon Marketing will pay the costs
incurred for the Lasso integration of your web site on www.epconcommunities.com so that web leads are
auto-generated into Lasso. These fees are subject to change, including an increase in the amount of the
fees charged by Lasso. You are not currently required to use this software, although it is highly
recommended.

Operations Manual

We provide our Operations Manual (the “Manual”) to you in a format selected by us, which may
include electronic files, or web-based format or access. (Franchise Agreement, Section 4.1.5.) The
Manual contains mandatory and suggested specifications, standards, operating procedures and rules
prescribed by us periodically for use in the development, construction and marketing of your project. We
have the right to modify the Manual periodically and to supplement it with periodic bulletins. The Manual
is confidential and our proprietary property and is simply loaned to you. You must return any hard copies
to us upon the expiration or termination of your Franchise Agreement for any reason. (Franchise
Agreement, Section 13.6). As of the date of this disclosure document, the Manual is 87 pages. The
following is the Table of Contents of the Manual:
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Location of Your Project

We do not have an obligation to locate a site or negotiate the purchase of a site for you. We do
not own sites that we lease or sell to you. You must identify the site for your project. (Franchise
Agreement, Section 3.3). While we do not select a site for you or assist you in the selection of your site,
we must approve your site. (Franchise Agreement, Section 3.3). Factors that we consider when
approving your project site include the visibility and accessibility of the site, the surrounding
neighborhood, site attributes (such as trees, lakes and ravines), proximity of shopping areas, medical
services, and recreational areas (such as parks, golf courses and tennis courts). We do not assist you in
conforming the site to local ordinances and building codes and/or obtaining any required permits. We are
not responsible for constructing, remodeling or decorating the improvements on your site. If you and us
cannot agree on a location for your project or you have not started construction of your project within 3
years after the Franchise Agreement is signed, we may terminate the Franchise Agreement.
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Time Before Opening

The typical length of time between the signing of the Franchise Agreement and the beginning of
construction of your project and/or beginning of Unit sales is generally 10 to 24 months. Factors affecting
the length of time include whether you are purchasing developed lots or raw land, site identification and
entitlement, obtaining financing, obtaining any necessary zoning approvals and governmental permits,
soil and environmental testing, and weather conditions in the locale of your site. If you have not
commenced construction activity on your project within 36 months after you sign the Franchise
Agreement, we may terminate your Franchise Agreement. (Franchise Agreement, Section 13.4.2).

Training Sessions

All Training

In our discretion, training sessions will be held at our offices in Dublin, Ohio or at a location
elsewhere in the greater Columbus, Ohio area. Training sessions may also be provided as webinars,
online modules, through an online learning portal, via web-based training, seminars or classes or through
Zoom or other video meeting services (collectively, “Web based training). If training is held at our offices
or elsewhere in the Columbus, Ohio area, you must pay for transportation and room and board for each
person who attends training. (Franchise Agreement, Section 5.12). If Web-based training is offered,
attendees must have a personal computer with Internet service, and they may be required to download a
software plug-in such as Java or Adobe Flash Player to access Web-based training. (Franchise
Agreement, Section 5.10).

We will supply you with online access to our Manual and other materials for use in your training.
(Franchise Agreement, Section 4.1). We have the right to change the way in which we provide the
Manual and other training materials to you. (Franchise Agreement, Section 4.1). All training materials
required by you during the training sessions are supplied by us.

Initial Training

We provide an initial training program which typically lasts two days. (Franchise Agreement,
Section 5.12). At least one owner of the franchise business must attend the initial training program after
the Franchise Agreement has been signed and successfully complete this program to our satisfaction
before commencing construction of your project. (Franchise Agreement, Sections 5.12 and 13.2.2). ltis
recommended that anyone employed by you in a management capacity (up to two people in addition to
you) also attend the training. We have the right to require your construction supervisor to successfully
complete the construction training sessions offered as part of the initial training program. You pay no
tuition fee for attendance of up to three people, including an owner of your business, to attend the initial
training program. (Franchise Agreement, Section 5.12). If you attend the initial training more than once,
you may be charged a fee. Initial training is held approximately four times per year, as we determine
needed.

INITIAL TRAINING PROGRAM

As of the date of this disclosure document, the initial training program consists of the following:

Hours Of
: Classroom Hours Of .
Subject - On-The-Job Location
Training Training
(Note 1)
Welcome and Franchisee Builder 15 Minutes (Note 2) Greater Columbus, Ohio area
Introductions
Introduction to Epcon Franchising 15 Minutes (Note 2) Greater Columbus, Ohio area
Legal Considerations 60 Minutes (Note 2) Greater Columbus, Ohio area
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Hours Of
. Classroom Hours Of .
Subject - On-The-Job Location
Training Training

(Note 1)
Insurance Requirements 30 Minutes (Note 2) Greater Columbus, Ohio area
Land Development 60 Minutes (Note 2) Greater Columbus, Ohio area
Community Structure 60 Minutes (Note 2) Greater Columbus, Ohio area
Product Overview & Pricing 30 Minutes (Note 2) Greater Columbus, Ohio area
Accounting 60 Minutes (Note 2) Greater Columbus, Ohio area
Construction and Purchasing 30 Minutes (Note 2) Greater Columbus, Ohio area
Marketing 60 Minutes (Note 2) Greater Columbus, Ohio area
Sales 45 Minutes (Note 2) Greater Columbus, Ohio area
Community Launch & Sales Management 90 Minutes (Note 2) Greater Columbus, Ohio area
Customer Experience and Warranty 30 Minutes (Note 2) Greater Columbus, Ohio area
Epcon Connect 30 Minutes (Note 2) Greater Columbus, Ohio area
Tour of Models at an Epcon Community and | 90 Minutes (Note 2) Greater Columbus, Ohio area

Vertical Construction Discussion
Tour of Design Studio and a Selections 45 Minutes (Note 2) Greater Columbus, Ohio area
Conversation

SALES AND MARKETING TRAINING

As of the date of this disclosure document, we provide sales and marketing training sessions and
materials for your sales consultants and sales managers through an online learning portal. You are not
charged a fee for this training. Sales and marketing training is held as needed, typically five or six times
per year. As of the date of this disclosure document, sales and marketing training is not required but we
have the right to require your sales team to complete this training.

As of the date of this disclosure document, the Sales and Marketing Training consists of the

following:
Subject Hours of Hours of Location
Classroom On-The-Job
Training (Note 1) Training

Welcome to Epcon 25 Minutes (Note 2) Web-based Training
Epcon Franchising 5 Minutes (Note 2) Web-based Training
Epcon’s History 25 Minutes (Note 2) Web-based Training
Building Your Book of Knowledge 10 Minutes (Note 2) Web-based Training
The Epcon Advantage 10 Minutes (Note 2) Web-based Training
Introduction to Understanding Elevations 30 Minutes (Note 2) Web-based Training
Market Research and Demographic Trends 15 Minutes (Note 2) Web-based Training
Launch of the Courtyard Homes 40 Minutes (Note 2) Web-based Training
Product Training #1 Capri 15 Minutes (Note 2) Web-based Training
Product Training #2 Palazzo 15 Minutes (Note 2) Web-based Training
Product Training #3 Portico 15 Minutes (Note 2) Web-based Training
Product Training #4 Promenade 15 Minutes (Note 2) Web-based Training
Product Training #5 Provenance 15 Minutes (Note 2) Web-based Training
Introduction to the “R” Series Homes 8 Minutes (Note 2) Web-based Training
Lifestyle Features and Amenities 45 Minutes (Note 2) Web-based Training
Not All Square Footage Is Created Equally 40 Minutes (Note 2) Web-based Training
Selling Universal Design Features 6 Minutes (Note 2) Web-based Training
Universal Design Terminology 5 Minutes (Note 2) Web-based Training
Development & Cost Investments In Our 40 Minutes (Note 2) Web-based Training
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Subject Hours of Hours of Location
Classroom On-The-Job
Training (Note 1) Training
Home Designs
15 Minutes with Phil: Defining Differences 30 Minutes (Note 2) Web-based Training
in Architecture
15 Minutes with Phil: Defining Differences 25 Minutes (Note 2) Web-based Training
in Lifestyle
Fair Housing Pitfalls in Sales Process 60 Minutes (Note 2) Web-based Training
Following Fair Housing 30 Minutes (Note 2) Web-based Training
Observe a Lifestyle Loan Seminar led by 90 Minutes (Note 2) Web-based Training
Mutual of Omaha Mortgage
Introduction to the Lifestyle Home Loan 15 Minutes (Note 2) Web-based Training
Lifestyle Home Loan Certification 90 Minutes (Note 2) Web-based Training
How to Introduce the Lifestyle Home Loan 35 Minutes (Note 2) Web-based Training
Building a Remarkable Experience with 25 Minutes (Note 2) Web-based Training
Remarkable Processes
Introduction to the Construction Process 50 Minutes (Note 2) Web-based Training
HOA and Condominium Association 60 Minutes (Note 2) Web-based Training
Training
Introduction to Personality Types 15 Minutes (Note 2) Web-based Training
Questions Different Personality Types Ask 20 Minutes (Note 2) Web-based Training
Managing Your Calendar 10 Minutes (Note 2) Web-based Training
Pricing Practices and Policies 60 Minutes (Note 2) Web-based Training
Building Relationships with Realtors 40 Minutes (Note 2) Web-based Training
The Importance of Referrals 15 Minutes (Note 2) Web-based Training
Shopping the Competition 15 Minutes (Note 2) Web-based Training
Shop Your Top Three Competitors 3 Hours (Note 2) Web-based Training
Ranking Prospects and Effective Follow Up 15 Minutes (Note 2) Web-based Training
Holding Successful Community Events 20 Minutes (Note 2) Web-based Training
Holding Successful Community Events, 10 Minutes (Note 2) Web-based Training
Part Two
Community Signage 10 Minutes (Note 2) Web-based Training
Resources for Creating A Virtual 10 Minutes (Note 2) Web-based Training
Experience
Selling Inventory Homes 20 Minutes (Note 2) Web-based Training
Six Human Needs and Warrior Stories 15 Minutes (Note 2) Web-based Training
Why Buy New Over Resale 75 Minutes (Note 2) Web-based Training
Save the Cancel 12 Minutes (Note 2) Web-based Training
Setting and Maintaining Sales Goals 10 Minutes (Note 2) Web-based Training
Selling From Your Stage 30 Minutes (Note 2) Web-based Training
Presentation Gallery 20 Minutes (Note 2) Web-based Training
Using the Epcon Kiosk 5 Minutes (Note 2) Web-based Training
Introduction to Financing 30 Minutes (Note 2) Web-based Training
Visiting Offsite Models 10 Minutes (Note 2) Web-based Training
The Resale Value of Epcon Homes 30 Minutes (Note 2) Web-based Training

National Conference

In addition, continued development is implemented through our national conference which is
typically held on an annual basis. At least one owner of the franchise business or a representative of
your franchised business who is approved by us must attend this conference, and it is recommended that
your sales and construction managers and staff also attend. (Franchise Agreement, Section 5.13). The
conference is two to three days of sharing best practices and latest initiatives to improve sales, lower
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operating costs, build efficient, high-quality homes and improve profitability. There is a registration fee
associated with the conference. As of the original issuance date of this disclosure document, the early-
bird registration is $1,200 per attendee and the regular registration fee is $1,600 per attendee. In addition,
you must pay for transportation and room and board for any of the attendees at the conference.

CONSTRUCTION TRAINING

We may provide construction training sessions for you, which typically last one day. It is
recommended that you and anyone employed by you in a construction capacity at a management level
(“construction supervisor”) attend the construction training sessions. Construction training is typically held
approximately one time per calendar year, but may be offered more often if we determine there is
adequate demand for a full class. You and your construction employees may participate in the
construction training program one time at no fee. We have the right to require your construction
supervisor to successfully complete this construction training.

As of the date of this disclosure document, the construction training sessions are as follows:

. Cl-l|:susrrso(c?rfn Hours Of On- .
Subject - The-Job Location
Training Training
(Note 1)

Introduction to Epcon Communities 30 Minutes (Note 2) Greater Columbus, Ohio area
Construction Processes 60 minutes (Note 2) Greater Columbus, Ohio area
Purchasing 60 Minutes (Note 2) Greater Columbus, Ohio area
Job Site Management 3 Hours (Note 2) Greater Columbus, Ohio area

Note 1: Hours of classroom, webinar or online training are approximate. Some topics may take longer
than the indicated time, and some may take less time. The order of the material is subject to change
based on facilitator and resource availability. Length of classes can vary due to attendee participation,
questions asked or additions to or subtractions from the material. There may be pre-class work required
prior to attending or participating in training.

Note 2: We do not provide on-the-job training, but you may periodically, at your own expense, request
time visiting projects built by Epcon in the greater Columbus, Ohio area. Additionally, our employees may
periodically visit your projects and provide advice to you. If you request a visit for this purpose, including
site and operation analysis, process improvement feedback, or personnel training, you must reimburse us
for any transportation, housing, meals, and car rental or mileage expenses. If your requests are in
excess of those considered reasonable by us for a particular project, we have the right after giving you
thirty (30) days prior written notice to charge you $200 per hour for our advice to you.

Training Instructors

Instructors for the training programs will vary from course to course and session to session.
David Blackmore, Treasurer and Chief Financial Officer, Joel Rhoades, Vice President and Regional
President, Nanette Overly, Vice President of Sales and Marketing Services, and Paul Hanson, President
of Franchising will most likely be the individuals assisting with the training of franchisees. In addition,
other Epcon Communities associates may conduct classes based on their expertise in a particular subject
matter.

The training instructors have the following number of years of experience in the subject for which
they will provide instruction and the following years of experience with us and/or Epcon: David Blackmore
(49 years of relevant experience/18 years of experience with us and/or Epcon), Nanette Overly (41 years
of relevant experience/23 years of experience with us and/or Epcon), Paul Hanson (20 years of relevant
experience/5 years of experience with us and/or Epcon), and Joel Rhoades (30 years of relevant
experience/30 years of experience with us and/or Epcon). If other individuals provide training, they will
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have a minimum of 3 years of experience in the subject for which they will provide instruction, and a
minimum of six months with us, Epcon or our national account partner companies.

Additional Training

We may offer additional training programs to address system-wide development needs. A fee
may be applied to these additional training programs to cover expenses associated with materials and
outside instructor costs. You are not required to attend additional training programs and refresher
courses are not required.

ITEM 12. TERRITORY

Your project must be developed at a location within your “Market Area.” Your Market Area is a
geographic area estimated by us and you to generate sufficient purchaser support for the development of
your project. Generally, a Market Area will roughly encompass the area within a radius of between 3 to
12 miles from your project site but will take into consideration existing natural and man-made boundaries
and socioeconomic conditions in the area.

If you have identified your project location at the time that you sign the Franchise Agreement with
us, you will also sign a Market Area Agreement with us. If you have not identified your project location,
you will sign an Initial Market Area Agreement with us.

Initial Market Area Agreement

An “Initial Market Area” is a geographic area, generally larger than a typical Market Area, within
which your Market Area and project will be located. During the term of the Initial Market Area Agreement,
we and our affiliates, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee and Epcon Georgia will
not develop or grant another licensee or franchisee the right to develop a project utilizing the
Development System within the Initial Market Area.

You will have eighteen (18) months from the date of the Initial Market Area Agreement to identify
the location of your project and enter into a Market Area Agreement with us. If not, your Initial Market
Area Agreement and Franchise Agreement will automatically terminate. In circumstances where you have
not identified a specific site for your project, we may, but are not obligated to, agree to extend the time
period in which you are required to locate suitable property for your project. When you identify a site for
your project, and we agree to that location, you will be required to sign the Market Area Agreement with
us. You may not relocate your initial market area without our consent, which may be withheld or
conditioned in our sole discretion.

Market Area Agreement

The Market Area for your site will be determined by us and will be depicted on a map attached as
an exhibit to the Market Area Agreement. Your Market Area Agreement will also include the location of
your project, which must be approved by us.

Under the Market Area Agreement as long as you are in compliance with its terms and those of
the Franchise Agreement, the Market Area is exclusive to you and we agree not to grant to another
franchisee or licensee the right to develop an Epcon Communities project within your Market Area, and
agree that we and our affiliates, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee and Epcon
Georgia, will not develop an Epcon Communities project within your Market Area.

The exclusivity rights granted to you to a particular Market Area under the Market Area

Agreement will automatically terminate on the earliest of the date that you are not in compliance with your
Franchise Agreement and Market Area Agreement, the date you complete all of the buildings in your

44



project, the date on which your rights to use the Development System are terminated and the date on
which there is an assertion that the exclusivity rights granted to you effectuated a transfer of a portion of
our copyrighted works.

You are prohibited from using the Development System at locations not specified in your
currently-effective Market Area Agreement.

Our affiliates, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee and Epcon Georgia
use or will use the Development System to develop Epcon projects substantially similar to the project that
you will develop; however, they will not develop projects within your Market Area during the term of
exclusivity under your Market Area Agreement with us.

You are not restricted from soliciting any customers to purchase Units developed by you,
regardless of who they are or where they reside, whether directly or through other channels such as the
Internet, telemarketing or other direct marketing. There are no restrictions on us, our affiliates, Epcon,
Epcon Carolinas, Epcon Indiana and Epcon Tennessee, and Epcon Georgia or other franchisees (or our
existing licensees) from soliciting customers, regardless of the customers’ locations, whether directly or
through other channels such as the Internet, telemarketing or other direct marketing. You will not receive
any compensation from any sales made by us, Epcon, Epcon Carolinas, Epcon Indiana, Epcon
Tennessee, Epcon Georgia or other Epcon Communities franchisees (or licensees) to customers located
within your Market Area.

We intend to sell franchises to other franchisees to use the Development System.

We have the right to establish other franchise systems utilizing the service marks which are a part
of the Development System or other marks. We have not established any other franchise systems and
have no current plans to do so.

As of the date of this disclosure document, although we have the right to do so, we have not
established any franchised or company-owned projects or another channel of distribution selling similar
products or offering similar services under trademarks or service marks other than the Epcon
Communities Marks.

Except for a default by you under your Franchise Agreement, Initial Market Area Agreement or
Market Area Agreement, continuation of your Initial Market Area or Market Area exclusivity does not
depend upon your achievement of a certain sales volume, market penetration or other contingency, and
your Initial Market Area and Market Area may not be altered without your written agreement.

If you decide that you would like to develop additional Epcon Communities projects either within
your existing Market Area or at a site within another Market Area, and we agree, you must sign a new
Franchise Agreement and Market Area Agreement and pay the applicable fees to us, as provided in the
Franchise Agreement. The form of Franchise Agreement you sign at that time may have materially
different terms than the Franchise Agreement you previously signed with us.

If you become a franchisee and desire to obtain a reservation or “hold” on an additional Market
Area or Areas, and we approve that request, you must sign a Market Hold Agreement (see Exhibit G to
this disclosure document) and pay us a Market Hold Fee for each Market Area that you reserve. The
Market Hold Fee is $5,000 for a 12-month hold period. These fees are nonrefundable. However, if you
enter into a Franchise Agreement and Market Area Agreement with us for the reserved Market Area prior
to expiration of any market hold term, the Market Hold Fee for that term will be applied toward payment of
the applicable Initial Franchise Fee for the project.
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Sublicense Agreement

We acknowledge that real estate developers often form a separate business entity for each of
their projects to isolate each of their business endeavors. On the condition that the individual ownership
of the entities remains the same or substantially similar, and as an accommaodation to you to simplify the
paperwork involved with forming a separate business entity for each project, we use the Sublicense
Agreement (see Exhibit H to this disclosure document) as a legal mechanism to evidence the contractual
relationship between your initial business entity, your new business entity, and us. Also, when the
Sublicense Agreement is signed, your new business entity does not pay an initial franchise fee to us (or
any other consideration) for the grant of the rights to your new entity to develop your project. We do not
grant to you the right to sell or negotiate the sale of franchises in our name or receive any consideration
from your new entity with respect to the grant of these rights. The nature of the sublicense arrangement
is described in Section 12.5 of the Franchise Agreement.

ITEM 13. TRADEMARKS

IP86, LLC (“IP86”), an Ohio limited liability company, was formed on July 15, 2013 and is an
affiliate of ECFL. [P86 maintains its principal place of business at 500 Stonehenge Parkway, Dublin,
Ohio 43017. On April 15, 2016, IP86 acquired all of the right, title and interest of Home Page, (disclosed
in Item 1 of this disclosure document), in our intellectual property, including trade names, trademarks,
service marks, logos, designs, trade dress, registered or unregistered, copyrights, registered or
unregistered, and derivatives of the intellectual property and domain names.

Through a license agreement with Home Page that was assigned to IP86 on April 15, 2016, we
have the right to use the Marks and to license to you the use of the Marks for use in the development of
your project(s) in accordance with the terms of your Franchise Agreement. Because we are a successor
to ECFI, pursuant to the license agreement, ECFI’s rights under the license agreement to use and license
franchisees the rights to use the Intellectual Property became our rights on December 31, 2019. Our
license agreement with IP86 is in effect untii December 31, 2025, and renews automatically for
successive one (1) year periods, unless prior to the expiration of the term, we or IP86 gives the other
party at least three (3) months prior written notice of termination. Additionally, the agreement may be
terminated if: (1) we fail to pay royalty payments under the license agreement when they are due; (2) any
of the following relating to bankruptcy occur: (i) we make an assignment for the benefit of creditors or
enter into an arrangement with our creditors, (ii) a receiver, custodian, trustee or liquidator is appointed
for us or for a material part of our properties, or proceedings are commenced seeking appointment of a
receiver, custodian, trustee or liquidator and is not dismissed within 60 days, (iii) a voluntary bankruptcy
petition is filed by us or on our behalf, (iv) we suffer an order for relief under federal bankruptcy law or
apply for, consent to or authorize an application of any bankruptcy, reorganization, arrangement,
readjustment of debt, insolvency, dissolution, liquidation or other similar law, or proceedings are
commenced seeking an application and is not dismissed within sixty (60) days, (v) a material part of our
properties are attached or subjected to a lien, which is not removed within sixty (60) days, (vi) we do not
pay our debts as they become due, (vii) we conceal or remove a material part of our assets, with an intent
to hinder or delay our creditors, or (viii) we transfer a material part of our property for the benefit of a
creditor at a time when other similar creditors have not been paid, or (3) we fail to cure a default under the
license agreement. Termination of the license agreement with IP86 will not materially alter your rights to
use the trademarks.

The Marks listed below are subject to this license agreement and are registered on the Principal
Register of United States Patent and Trademark Office (“PTO”), and as of the original date of this
disclosure document, all Affidavits of Use required to be filed under the Lanham Trademark Act have
been filed.
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Service Mark:
Services:

Registration Date:

Registration No.:
Renewed on:

Service Mark:
Services:

Registration Date:

Registration No.:
Renewed on:

Service Mark:
Services:

Registration Date:

Registration No.:
Renewed on:

Service Mark:
Services:

Registration Date:

Registration No.:
Renewed on:

Service Mark:
Services:

Reqgistration Date:

Registration No.:
Renewed on:

Service Mark:
Services:

Registration Date:

Registration No.:
Renewed on:

“EPCON COMMUNITIES”

Residential building construction services.
April 11, 2006

3,079,215

March 16, 2016

“‘EPCON COMMUNITIES”

Franchising, namely offering technical assistance in the
establishment and/or operation of residential building
construction services.

March 6, 2007

3,216,379

April 17, 2017

Design of Four Inter-locking Houses

Franchising, namely offering technical assistance in the
establishment and/or operation of residential building
construction services; and residential building construction
services.

October 17, 2006

3,160,667

March 17, 2016

“WHERE LIFE COMES TOGETHER”

Franchising, namely offering technical assistance in the
establishment and/or operation of residential building
construction services; and residential building construction
services.

October 24, 2006

3,163,933

March 17, 2016

“ONE REMARKABLE EXPERIENCE”

Franchising, namely, offering technical assistance in the
establishment and/or operation of residential building
construction services.

February 19, 2008

3,383,857

March 15, 2019

“EPCON”

Residential building construction services.
January 20, 2009

3,564,430

February 16, 2019
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Service Mark: “QUALITYMARK”

Services: Building inspection.

Registration Date: July 8, 2014

Registration No.: 4,564,174

Service Mark: “BUILDING YOUR SUCCESS”

Services: Franchise services, namely, offering business management in

the establishment and operation of construction businesses;
Arranging and conducting of training courses, workshops, non-
downloadable webinars, seminars and conferences in the field of
the operation and marketing of construction businesses.
Registration Date: September 27, 2016
Registration No.: 5,051,052

IP86 believes that it owns common law rights in each of the Marks in those areas where the
Marks have been used by us, Epcon, Epcon Carolinas, Epcon Indiana, Epcon Tennessee, Epcon
Georgia or any of our franchisees.

There are no currently effective material determinations of the PTO, the United States Patent and
Trademark Office Trademark Trial and Appeal Board, or the trademark administrator of any state or any
court, nor any pending infringement, opposition or cancellation proceedings, nor any pending material
federal or state court litigation involving these Marks. In addition, there are no agreements currently in
effect which significantly limit our rights to use or license the use of the Marks.

You must use each Mark in full compliance with your Franchise Agreement, the Operations
Manual and with reasonable rules prescribed periodically by us. You are prohibited under the Franchise
Agreement from using any Mark as part of any corporate, partnership, trade or other legal name without
our prior consent. You must, except as prohibited by applicable law, develop your projects under the
Marks designated by us for that purpose without any prefix, suffix or other modifying words, terms,
designs or symbols without our prior written consent. In addition, you may not use any Mark in
connection with the sale of any unauthorized product or service or in any manner not authorized in writing
by us. Under the Franchise Agreement, you agree not to contest, directly or indirectly, our ownership,
title, right or interest in the Marks which are a part of the Development System.

The Franchise Agreement does not obligate us to protect your use of the Marks or protect you
against claims of infringement or unfair competition arising out of your use of the Marks. You must
promptly notify us of any use of the Marks or any use resembling or suggesting the Marks and any
litigation instituted by any third party against us or you involving the Marks. The Franchise Agreement
does not require us to take affirmative action when notified of these uses or claims. We have the right to
control any administrative proceedings or litigation involving the Marks. We may, in our sole discretion,
undertake the defense, prosecution or settlement of any litigation relating to the Marks. If we do so, you
must, under the Franchise Agreement, sign documents and render other assistance as is in our opinion
reasonably necessary to carry out the defense, prosecution or settlement. The Franchise Agreement
does not require us to participate in your defense and/or to indemnify you for expenses or damages if you
are a party to an administrative or judicial proceeding involving a Mark, or if a proceeding involving a Mark
is resolved unfavorably to you.

If we discontinue use of or modify any of the Marks, we may require you to discontinue or
similarly modify your use of that Mark at your cost and expense. Your rights under the Franchise
Agreement will continue as long as you implement the modification or discontinuance of the Marks as
required by us. If you fail to comply with this requirement, we have the right to terminate the Franchise
Agreement.
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We do not know of any superior prior rights or infringing uses that could materially affect your use
of the Marks in any state.

ITEM 14. PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

You will be granted a limited, non-exclusive license to use the information that is the subject of
certain copyright registrations, as designated by us for use in the development and construction of your
project(s) in accordance with the terms of your Franchise Agreement. The copyright registrations are
owned by IP86 and are licensed to us. A list of these copyright registrations is attached to this disclosure
document as Exhibit Q. A disclosure regarding the terms of the sublicense agreement between us and
IP86, LLC appears in Item 13.

All of the copyright registrations have a duration of 70 years after the death of the last surviving
author. All of the copyright registrations listed on Exhibit Q relate to architectural designs, drawings and
blueprints that we will license to you to use in development and construction of your project(s). No other
copyrights are material to the Epcon Communities franchise.

We do not currently have any patents or any pending patent applications that are material to the
Epcon Communities franchise.

There are no currently effective determinations of the PTO, the U.S. Copyright Office or any court
regarding these copyrights. In addition, there are no agreements currently in effect which significantly
limit our rights to license to you the rights to use these copyrights in the development and construction of
your project(s).

You must use the information that is the subject of each copyright registration in full compliance
with the Franchise Agreement, the Manuals, the other manuals disclosed in Item 11 of this disclosure
document and with reasonable rules prescribed periodically by us. You must promptly notify us of any
use of information that is the subject of the copyright registrations or any use resembling or suggesting
the information that is the subject of the copyright registrations or the subject matter of any copyright
registration application and any litigation instituted by any third party against us or you involving the
copyright registrations (“Copyrights”). The Franchise Agreement does not require us to take affirmative
action when notified of these uses or claims. We may, in our sole discretion, undertake the defense,
prosecution or settlement of any litigation relating to the Copyrights. If we do so, you are required under
the Franchise Agreement to sign documents and to render other assistance as is in our opinion
reasonably necessary to carry out the defense, prosecution or settlement. The Franchise Agreement
does not require us to participate in your defense and/or to indemnify you for expenses or damages if you
are a party to an administrative or judicial proceeding involving Copyrights, or if a proceeding involving a
copyright registration is resolved unfavorably to you.

If we discontinue or modify use of the information that is the subject of any of the copyright
registrations, we may require you to discontinue or modify your use of that information at your cost and
expense. However, unless prohibited by law or if you are in default under your Franchise Agreement, we
typically allow franchisees to use the discontinued or modified copyrighted information to complete their
existing project, provided the franchisee has commenced construction of its project and construction is
completed within the time period permitted under the Franchise Agreement and the Market Area
Agreement. We do not know of any infringements that could materially affect your use of the information
that is the subject of the copyright registrations. Copyrights created on or after January 1, 1978 are not
subject to renewal registration.

In the Franchise Agreement, you acknowledge that your knowledge of the Development System
and all processes, services and products, formulae, technology and know-how in the development,
construction and marketing of an Epcon Communities project is derived from our proprietary and
confidential information and that this information is a trade secret. You must maintain as confidential all
information, knowledge or know-how concerning the Development System and the methods of operations
under the Development System and any other matters which could properly be considered to be a part of
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the Development System. You may neither divulge this information to any person, other than your
employees to the extent necessary to develop your project(s), nor permit persons not authorized under
the Franchise Agreement to inspect the Operations Manual, other manuals disclosed in Item 11 of this
disclosure document, blueprints or other materials provided to you by us. You must ensure that your
employees comply with the confidentiality obligations in the Franchise Agreement. You are only
permitted to use the Development System to develop projects as approved by us under the Franchise
Agreement and Market Area Agreement.

ITEM 15. OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISE
BUSINESS

You are not obligated to participate personally in the development and construction of your
project, however, we recommend that you or at least one of the owners of the franchise business entity
directly participate in the development and construction of your project.

If you form a business entity to own and operate your franchised business, your principals,
officers, owners, directors, investors and/or partners must each sign the Personal Covenants and
Agreement document attached as Exhibit E to this disclosure document. If your spouse is a principal,
officer, owner, director, investor or partner in your business entity, your spouse must also sign the
Personal Covenants and Agreement document. Signing this document obligates the party signing to be
personally bound by the payment and other obligations of the Franchise Agreement, including those
concerning confidentiality and non-disclosure, completion of project(s), and non-competition.

If you form a business entity to own and operate your franchised business, the principal owners of
the business entity must personally guarantee the obligations of the business entity under the Franchise
Agreement.

If requested by us, your project must at all times be under the direct supervision of a Director of
Operations who must devote his or her full time and energy to the development of your project. We must
approve the person you propose to serve as your Director of Operations.

There are no limitations on whom you can hire as an on-premises supervisor of your project. We
have the right to require your on-premises supervisor to successfully complete our construction training
program. Even if not required by us, we highly recommend that your on-premises supervisor complete
our construction training. Your on-premises supervisor is not required to own an equity interest in the
franchisee entity, if the franchisee is a business entity.

You must require your managers and employees who are provided detailed knowledge of the
Development System to sign the Personal Covenants and Agreement document attached as Exhibit F to
this disclosure document. Signing this document obligates the party signing to be personally bound by
the obligations of the Franchise Agreement concerning confidentiality and non-disclosure and non-
competition.

ITEM 16. RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

We do not restrict the types of goods or services that you may offer, except that you are
prohibited from modifying our Development System (except as necessary to comply with building codes
and permits, and local, state and federal laws) and, in your development of Epcon Communities projects,
you must comply with the specifications of the Development System. Except in limited circumstances,
you may not during the term of the Franchise Agreement, own, develop, construct or have any interest in
any real estate development project that is age-restricted or for which the targeted buyers are the 55+
home buyer, including, but not limited to, detached and/or attach