FRANCHISE DISCLOSURE DOCUMENT

JOHNSTONE Johnstone Supply, Inc.
I SUPPLY 11632 NE Ainsworth Circle

Portland, OR 97220
(503) 256-3663
(503) 256-3798 (fax)

https://www.johnstonesupply.com

As a JOHNSTONE® franchisee, you will continue to sell “Johnstone Product Offerings” including heating,
ventilation, air conditioning and refrigeration equipment, repair and replacement parts and maintenance
supplies for residential, light commercial and facilities maintenance.

The initial investment necessary to begin operation of a JOHNSTONE® Branch franchised business as part
of the Conversion ranges from $140,500 to $19,890,000. This includes $140,500 to $19,890,000 that must
be paid to the franchisor or its affiliates.

This disclosure document summarizes certain provisions of your Distribution (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, franchisor or an affiliate in connection with the proposed
distribution relationship (the 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 to you. To
discuss the availability of disclosures in different formats, contact Mark Askew, VP of Membership,
Johnstone Supply, at 11632 NE Ainsworth Circle, Portland, Oregon 97220, and (503) 419-9079, or
Mark. Askew@johnstonesupply.com.

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

Entering into a franchise like the Distribution Agreement 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, NW, Washington, D.C. 20580. You can also visit
the FTC’s home page at www.ftc.gov for additional information. Call your state agency or visit your public
library for other sources of information on franchising.

There may be laws on franchising in your state. Ask your state agencies about them.

Issuance Date: September 30, 2021
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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 I earn?

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

How much will I need to invest?

Items 5 and 6 list fees you will be paying to the
franchisor or at the franchisor’s direction. Item 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?

Item 21 or Exhibit I 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
Johnstone business in the
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 a
Johnstone franchisee?

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

What else should I 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.
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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 E.

Your state also may have laws that require special disclosures or amendments to 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 (Exhibit J).
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Special Risks to Consider About 7his Franchise

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

l. Out-of-State Dispute Resolution. The Distribution Agreement requires you
to resolve disputes with the franchisor by mediation, arbitration, and/or litigation
only in Delaware. Out-of-state mediation, 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 Delaware than in your own state.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (Exhibit J) to see whether your state requires other risks to be highlighted.
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FOR MICHIGAN BASED MEMBERS ONLY

Michigan Addendum to the Disclosure Document

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

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

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver, or
estoppel that 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.

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

(d) A provision that permits a franchisor to 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 5 years and (ii) the franchisee is prohibited by the franchise or other
agreement from continuing to conduct substantially the same business under another
trademark, service mark, trade name, logo type, 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 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.

(f) 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.

(g) 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: (i) The failure of the proposed transferee to meet the franchisor’s then current
reasonable qualifications or standards; (i1) The fact that the proposed transferee is a competitor
of the franchisor or subfranchisor; (iii) The unwillingness of the proposed transferee to agree
in writing to comply with all lawful obligations; (iv) The failure of the franchisee or proposed
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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 such assets if the franchisee has
breached the lawful provisions of the franchise agreement and has failed to cure the breach in
the manner provided in subdivision (c).

(1) A provision which permits the franchisor to directly or indirectly convey, assign, or
otherwise transfer its obligation 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.

Any questions regarding this notice should be directed to Department of the Attorney General’s
Office, Consumer Protection Division, Franchise Section, G. Mennen Williams Building, 525 W.
Ottawa Street, Lansing, Michigan 48913; telephone number (517) 335-7567.
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ITEM 1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

As used in this disclosure document, the terms “Johnstone” and the “Cooperative” refer to
Johnstone Supply, Inc., an Oregon cooperative corporation unless otherwise indicated. “Johnstone
LLC” refers to Johnstone Supply, LLC, a Delaware limited liability company, into which Johnstone
will convert in the Conversion transaction referenced in this Item 1. “Redwood” refers to Redwood
Capital Investments and certain of its Affiliates, including Johnstone Supply Buyer, LLC (“JS Buyer”),
Johnstone Supply Intermediate, LLC (“Intermediate LLC”), Johnstone Supply Holdings, LLC
(“Holdings LLC”) and Annandale Merger Sub, LLC, each a Delaware limited liability company.
“Johnstone Supply” refers to the operating business generally, whether prior to or after the closing of
the conversion transaction.

On September 22, 2021, the members of the Cooperative voted to approve a transaction
whereby Johnstone will convert from an Oregon cooperative corporation into Johnstone LLC (the
“Conversion”) pursuant to an Agreement and Plan of Conversion and Merger dated August 24, 2021
(the “Conversion and Merger Agreement”). Following the Conversion, Johnstone LLC will merge with
a wholly-owned subsidiary of Redwood, resulting in Redwood, through subsidiaries, owning a
controlling interest in Johnstone LLC. In connection with the Conversion, former members and their
affiliated non-member patronage agreements will terminate. Former members will continue to do
business uninterrupted with Johnstone LLC and will execute the Distribution Agreement that is the
subject of this disclosure document, a copy of which is attached to this Disclosure Document as Exhibit
A. Prior to the Conversion, Johnstone has operated as a cooperative, on a “one member, one vote”
principle. Non-member Affiliates of Johnstone members operated through non-member patronage
agreements and were affiliated with a member “main branch”. Post-Conversion, such non-members
may continue to operate their Branches by executing a joinder to their affiliated JS Business Owner’s
Distribution Agreement.

The Distribution Agreement and related agreements will entitle JS Business Owners and their
approved Affiliates to continue to operate Johnstone-branded Branches and continue to purchase
Johnstone Product Offerings and continue to engage in the wholesale distribution of heating,
ventilation, air conditioning and refrigeration equipment, repair and replacement parts and maintenance
supplies for residential, light commercial and facilities maintenance.

JS Business Owners

You (as a franchisee) will continue to operate Johnstone-branded Branch locations under the
JOHNSTONE® trademark and other associated trademarks, service marks, trade names, logos,
emblems, slogans or other indicia of origin which are or may be designated by Johnstone Supply for
use in accordance with the Distribution Agreement (and License Agreement attached to the Distribution
Agreement) within a specified assigned geographical area (the “Territory”). You will continue to sell
Johnstone Product Offerings including heating, ventilation, air conditioning and refrigeration
equipment, repair and replacement parts and maintenance supplies for residential, light commercial and
facilities maintenance. Johnstone Product Offerings are HVAC/R equipment and parts, supplies, and
accessories that are offered for sale by Johnstone LLC into the residential and light commercial end
markets and are either (i) to be shipped to JS Business Owners from a Johnstone Supply distribution
center, (ii) shipped through a Johnstone Supply-approved direct shipment program or (iii) shipped
through a direct purchase program from the manufacturer to the JS Business Owners, as designated by
Johnstone LLC.

Johnstone Supply Branch locations vary in size from 7,500 sq. feet to 15,000 sq. feet depending
on the market size of the Territory and whether the Branch location is a main or secondary Branch. We
assume that you will continue to operate from your current approved Branch location. In order to
continue to operate the Branch, you must sign (a) the form of Distribution Agreement attached to this
disclosure document as Exhibit A (the “Distribution Agreement”); (b) the form of Intellectual Property
License Agreement attached to Distribution Agreement as Exhibit 1 (the “License Agreement”); (c)
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Contribution Election Form attached to this disclosure document as Exhibit B (the “Contribution
Election Form™); (d) the Owner’s Certificate and Indemnity attached to this disclosure document as
Exhibit C; and (e) Equity Holders Agreement attached to this disclosure document as Exhibit D (the
“Equity Holders Agreement”). This disclosure document is only being used to convert existing
members and their affiliated non-members of the cooperative to JS Business Owners. We will not use
this disclosure document to solicit non-converting JS Business Owners. As part of the Conversion,
former members that enter into a Distribution Agreement will be required to contribute a portion of the
issued units with an aggregate value (for all JS Business Owners) of up to a certain agreed upon amount
in exchange for common units of Johnstone Supply Intermediate, LLC (“Intermediate LLC”), and
immediately thereafter JS Business Owners shall contribute the common units received from
Intermediate LLC to Holdings LLC in exchange for common units of Holdings LLC (such common
units, the “Common Units”), as more particularly described in the Contribution Election Form and the
Equity Holders Agreement (collectively, the “Rollover Documents”). Following the Conversion and
transactions contemplated by the Rollover Documents, assuming all members of the Cooperative
participate in the rollover transaction, the former members as “Continuing Investors” will collectively
own 30% of the equity interests of Holdings, which will indirectly wholly own, and thereby control,
Johnstone LLC. The dollar amount of the Continuing Investors’ contributed common units, based on
the aggregate purchase price set forth in the Conversion and Merger Agreement and assuming no
deductions to such amount and full participation in the rollover transaction, will range in value from
$140,500 to $19,890,000.

Our Business

The activities of Johnstone Supply primarily include the purchase of heating, ventilation, air
conditioning, and refrigeration (“HVAC/R”) supplies, equipment, and related third-party merchandise
for resale, prior to the Conversion to its members, and after the Conversion to JS Business Owners.
Products are distributed primarily through Johnstone Supply’s distribution facilities located in Portland,
Oregon; Alburtis, Pennsylvania; Jacksonville, Florida; Las Vegas, Nevada; Joliet, Illinois; and
Lancaster, Texas. In addition to revenues received from the sale of merchandise, Johnstone Supply also
derives revenues from assessing fees for services performed. Such fees vary according to the type or
volume of services provided.

Industry Overview

The HVAC/R equipment distribution industry is characterized by a small number of large
participants (the top three companies have an approximately 30% market share) but is otherwise largely
fragmented, and represents a $33 billion market. Large-scale distributors have negotiating power with
manufacturers, but often do not offer broad product lines or a full line of after-market parts. Profitability
is generally dependent on a balanced portfolio of equipment, installation supplies and parts, combined
with overall distribution costs. Market share can be driven by quality of service and contractor loyalty.
Johnstone Supply’s competitors are generally regional wholesale distributors operating within a specific
geographic footprint, such as Gensco in the Pacific Northwest, Mingledorff’s in the Southeast, and
Munch’s in the Midwest. Two primary national competitors are Watsco, Inc., which has consolidated
regional distributors, and Ferguson Enterprises. These competitors with more resources are rapidly
investing in technology and compete with Johnstone, and will compete with Johnstone LLC, for
national accounts.

Industry Specific Regulations

Federal, state and local labor regulations, including minimum age and minimum wage laws and
other laws and regulations apply to businesses generally. There are national standards regulating the
HVAC/R industry. There are state or other local codes, ordinances or statutes which regulate and license
HVAC/R contractors and/or HVAC/R technicians. These laws could affect your business. These laws
vary from place to place. You are responsible for obtaining any licenses or permits required by your
locality for performing the work of the franchise. You may also be required to comply with any
executive orders issued in response to the COVID-19 pandemic that may impact your business. There
may be other laws that apply to the business and you should investigate these laws.
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The HVAC/R industry must comply with the Clean Air Act, a federal environmental law that
is enforced by the U.S. Environmental Protection Agency (the “EPA”). Section 608 of the Clean Air
Act prohibits the knowing release of refrigerant during the maintenance, service, repair or disposal of
air-conditioning and refrigeration equipment. The EPA requires proper refrigerant management
practices by those who buy or sell refrigerant, technicians, owners and operators of AC and refrigeration
systems, and others. These requirements apply for all refrigerants that contain ozone-depleting
substances, including hydrochlorofluorocarbons, hydrofluorocarbons (“HFCs”), hydrofluoroolefins
and blends thereof. The EPA has established servicing practices to prevent the release of all refrigerants
for motor vehicle air conditioners (“MVACs”) and MV AC-like appliances. When payment of any kind
is exchanged, including non-monetary payment, any person working on an MVAC must be certified
under Section 609 of the Clean Air Act and use approved refrigerant handling equipment. HVAC/R
distributors and wholesalers must comply with the EPA’s refrigerant management requirements,
including restrictions regarding to whom non-exempt refrigerants can be sold or distributed, restrictions
on the sale or distribution of non-exempt used refrigerants, and detailed requirements for documenting
refrigerant sales.

Under the Clean Air Act, the EPA has issued rules under its Significant New Alternatives Policy
(“SNAP”) which are applicable to the HVAC/R industry. The SNAP program identifies and evaluates
substitutes for ozone-depleting substances for particular end-uses. SNAP rules applicable to the
HVAC/R industry relate to end-uses including MVAC systems, self-chilling cans, centrifugal chillers,
positive displacement chillers household refrigerators and freezers, retail standalone food refrigeration,
in-room air conditioning units, self-contained commercial ice machines, vending machines, residential
and light commercial air conditions and heat pumps, and cold storage warehousing. SNAP rules also
include bans of some substances such as the refrigerant blend MT-31 and refrigerants containing
hexafluoropropylene.

Certain states have adopted their own laws in response to court decisions and EPA guidance
reversing portions of SNAP Rules 20 and 21. SNAP Rule 20 had banned the use of certain high-Global
Warming Potential (“GWP”) HFCs, and SNAP Rule 21 had reclassified certain previously acceptable
substitutes as unacceptable in HVAC/R end-uses. California fully adopted SNAP Rules 20 and 21, but
also passed restrictions on other GWP substances. Other states have also adopted HFC bans into their
own state regulations, including Colorado, Delaware, Maryland, Massachusetts, New Jersey, New
York, Vermont, Virginia, and Washington, while many others have proposed similar bills.

Corporate History

Johnstone, an Oregon cooperative corporation, was established in April 1981 with a principal
business address at 11632 NE Ainsworth Circle, Portland, Oregon 97220. After the Conversion,
Johnstone will be Johnstone Supply’s predecessor. As of 2021, Johnstone had approximately 446
Johnstone Supply-branded locations owned by members and their affiliated non-members across 47
U.S. states and Ontario, Canada. Johnstone has never offered franchises in any other line of business
but is acting as the intermediary “franchisor” under this disclosure document.

Business Model

Johnstone Supply’s business model aims to allow JS Business Owners to provide best-in-class,
local customer service and market knowledge while delivering on the benefits of a national distributor.
Johnstone Supply leases its six distribution centers whereas JS Business Owners may own or lease their
respective Branch locations, focusing on growing market shares in their local geographies. This model
fosters an entrepreneurial spirit while, at the same time, enabling JS Business Owners to take advantage
of group buying power. The majority of Johnstone Supply’s product mix is in the repair and replacement
market, resulting in a more resilient business relative to competitors, as impact from the more volatile
new construction market is reduced.

Distribution Model

Johnstone’s Product Information Management (‘“PIM”) system stores the company’s proprietary
SKU data with 19 million model-to-part and 3 million part-to-part crosses. Its cross-reference tool
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(“JXI’™) is a search technology that Branch locations access through the Johnstone Supply website or
their enterprise resource planning system (“ERP”) which enables speed at the counter and speed of
search for digital product information.

Approximately 75,000 products are stocked by 446 Branches in coordination with six
strategically placed distribution centers to deliver high local availability. Johnstone Supply’s
distribution centers serve as a logistical resource for ordering parts and equipment that are more
compact, lighter and less easily damaged through the handling process and frequent, smaller deliveries.
Second shifts have increased services by increasing the hours to pick and put away products.

Dropship sales directly from manufacturers are an integral part of Johnstone Supply’s business
model that enables JS Business Owners to place orders for products and equipment that are shipped
directly to Branches rather than through Johnstone Supply’s distribution centers. The majority of bulky,
heavy and easily damaged products and equipment are drop shipped to minimize repackaging and
shrinkage costs. Drop shipping enables more efficient order processing, reduced handling and
streamlined accounts payable processing.

Supplier Overview

Johnstone Supply has developed long-term relationships with top-tier, blue chip suppliers and
continues to grow these relationships through semi-annual trade shows and by delivering industry
leading growth versus the competition. These collaborative relationships benefit both Johnstone Supply
and these suppliers by enhancing the marketing and delivery of product to the HVAC/R contractor.
Suppliers allow real-time inventory access, which benefits Johnstone Supply by its knowing which
suppliers have stocked items, leading to the reduction of duplicate inventory across the company.
Johnstone Supply forecasts distribution center sales down to the JS Business Owner level and
aggregates data to the distribution center level, providing suppliers with unique visibility to inventory
and sales data and building alignment between suppliers and Johnstone.

Locations and Facilities

Johnstone Supply leases and operates six distribution centers, listed below. Prior to the
Conversion, approximately 446 Branch locations were owned or leased by the respective Cooperative
members and their affiliated non-members.

Portland, OR 96,303 sq. ft.

Las Vegas, NV 130,000 sq. ft.
Dallas, TX 155,873 sq. ft.
Joliet, IL 236,273 sq. ft.
Alberta, PA 156,715 sq. ft.
Jacksonville, FL 168,500 sq. ft.

Our Parents and Affiliates

After the Conversion, our parent will be Holdings LLC, formed on August 18, 2021 with a
principal business address at 7301 Parkway Drive, Hanover, MD 21076-1159. Our parent does not
provide services to JS Business Owners and does not offer franchises in any line of business. Our parent
will indirectly wholly own Johnstone LLC through Intermediate LLC and JS Buyer.

The John M. Shank Memorial Scholarship Fund (the “Memorial Fund”) is an Oregon nonprofit
corporation formed in 2004 in honor of Johnstone Supply’s founder. It provides scholarships to
Johnstone Supply employees and their children. After Hurricane Katrina, the Memorial Fund also
provides disaster relief.

12
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There are no other affiliates that are required to be disclosed in this Item that either (a) offer or
sell franchises in any line of business; or (b) provide services to JS Business Owners. There are no other
parents required to be disclosed in this Item.

13
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ITEM 2
BUSINESS EXPERIENCE

Executive Officers and Significant Management Employees

Julie Schultz, Chief Financial Officer and Interim Chief Executive Officer, has been with Johnstone
since November 2004, serving as Controller prior to being appointed as Chief Financial Officer in
February 2010. She was also appointed as Interim Chief Executive Officer in July 2021.

Mike Chill, Chief Information Officer, joined Johnstone in April 2019 from HBM Holdings located
in St. Louis MO, where he served as Vice President of IT and Corporate Officer beginning in
September 2016.

Steve Porter, Chief Marketing Officer. He joined Johnstone in April 1992 and has served in
progressively responsible roles within Johnstone’s Marketing, Merchandising and Channel
Management functions. He was named Vice President of Product Management in January 2010 and
was named Chief Marketing Officer in July 2021.

Carlos Hernandez, Vice President, Supply Chain, joined Johnstone in July 2017 after serving as
Director of Supply Chain for Gaco Western located Waukesha Wisconsin from June 2016 to July
2017 and as Regional Vice President of Logistics and Distribution for Essentra located in
Westchester [llinois from November 2014 to May 2016.

Johanna Glode, Vice President, Organization Development, Corporate Secretary and Human
Resources, has served in various roles at Johnstone since May 1998, including being named Vice
President of Organization Development in May 2002 and Corporate Secretary in January 2012.

Kevin Dier, Vice President, Business Development, joined Johnstone in April 2000 and has served
as Vice President of Business Development since April 2007.

Mark Askew, Vice President Membership, has been at Johnstone since April 2005 in various roles.
Current Directors of Johnstone Prior to Conversion

Stephen Brown joined the Albuquerque, New Mexico Johnstone member group as a business
partner in September 2002. Stephen currently serves as Vice Chairman of the Board and Chair of
the Membership Committee and has served in those positions since September 2015.

Brad Cowles has served as President of Core & Main Fire Protection located in St. Louis, MO
since January 2018. From January 2017 to December 2019, Brad served as the Chief Operating
Officer for Core & Main. From January 2015 to January 2017 he served as the Chief Information
Officer of HD Supply located in Atlanta, GA. Mr. Cowles serves on the Finance Committee and
the Special Circumstances Committee of the Board and has served in those positions since
September 2019.

M. Todd Cramer is the Chief Executive Officer of the Johnstone member group in Knoxville,
Tennessee, the Chief Manager of Cramer Investments located in Tennessee. He previously served
on the Finance Committee of the Board from September 2015 — September 2016.

Mark [ ayton has served as the Chief Executive Officer of 7 Seven Advisors since May 2013. Mark
has served as a full-time faculty member at the Neeley Business School at Texas Christian
University, Fort Worth, Texas since July 2017. Mark currently serves on the Technology
Committee of the Board and as Chair of the Board’s Special Circumstances Committee and has
served in those positions since September 2020.

Matt Popma has served as the President of the Johnstone member group in Tigard, Oregon since
January 2014. He currently serves on the Board’s Technology Committee and has served in that
position since September 2020.
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Henry Puente served as President of the Ware Group (the Johnstone member group in Jacksonville,
Florida) from May 2004 — December 2018, and as CEO since January 2019. He currently serves
on the Board’s Finance Committee and has served in that position since 2019.

Ryan Sadlier has served as the Vice President of Operations for the Johnstone member group in
Tacoma, Washington since September 201 1. He serves as Chair of the Technology Committee and
Board Sponsor for the Integrated Supply Chain Committee and has served in that position since
September 2020.

Jeffrey Sheehan joined the Cooperative in 1997 upon opening a Johnstone location in Detroit,
Michigan. He serves as Chief Executive Officer of Chester Limited Inc. He currently serves as the
Chair of the Board and has served in that position since September 2015.

Michelle Thompson has served as the President of the Johnstone member group in Las Vegas,
Nevada and affiliate Johnstone entities, as well as the Sunstone Group, the group’s management
company since May 2004. Michelle serves as the Chair of the Finance Committee of the Board
and has served in that position since September 2018.

Future Directors of Holdings, LLC

Jeremy (“Ryan”) Mostrom served as a Director since the Conversion. Additionally, Ryan has been
employed as a Principal of Redwood Capital Investments, LLC in Hanover, Maryland since April
2016. Additionally, Ryan serves, remotely from Hanover, Maryland, as a member of the Board of
Directors of the following companies that are part of Redwood’s portfolio of businesses it owns:
Premier Trailer Leasing LLC, Lakeshore Beverage LLC, Pepin Distributing LLC, Silver Eagle
Distributors Houston LLC and Southern Land Company.

Kevin A. Loden has served as a Director since the Conversion. Additionally, Kevin has been
employed as a Principal of Redwood Capital Investments, LLC in Hanover, Maryland since
September 2014. Additionally, Kevin serves, remotely from Hanover, Maryland, as a member of
the Board of Directors of the following companies that are part of Redwood’s portfolio of
businesses it owns: Beltway Capital Management, Premier Trailer Leasing LLC, Tradepoint
Atlantic, Morgan Automotive, Hudson Automotive, RV Retailer LLC, Lakeshore Beverage LLC,
Pepin Distributing LLC, Silver Eagle Distributors Houston LLC, Thompson Gas LLC, Dead River
Company, Southern Land Company, and Workwear Outfitters.

David Matthew Watson has served as a Director since the Conversion. Additionally, David has
been employed as Managing Director of Redwood Capital Investments, LLC in Hanover,
Maryland since March 2011. Additionally, David serves, remotely from Hanover, Maryland, as a
member of the Board of Directors of the following companies that are part of Redwood’s portfolio
of businesses it owns: Beltway Capital Management, Premier Trailer Leasing LLC, Tradepoint
Atlantic, Morgan Automotive, Hudson Automotive, RV Retailer LLC, Lakeshore Beverage LLC,
Pepin Distributing LLC, Silver Eagle Distributors Houston LLC, Thompson Gas LLC, Dead River
Company, Southern Land Company, and Workwear Outfitters.
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ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.
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ITEM 4
BANKRUPTCY

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

JS Business Owners converting to the Distribution Agreement will not be charged new
application fees, initial fees, setup fees, in connection with the Conversion, nor will they have to make
additional expenditures on initial inventory because there is no interruption in the operations.

Rollover Contribution

As part of the Conversion, each Continuing Investor (i.e. JS Business Owner) will be required
to contribute a portion of its units of Johnstone LLC in exchange for common units of Intermediate
LLC, and immediately thereafter Continuing Investors shall contribute the common units received from
Intermediate LLC to Holdings LLC in exchange for Common Units, as more particularly described in
the Rollover Documents. Following the Conversion and transactions contemplated by the Rollover
Documents, assuming all members of the Cooperative participate in the rollover transaction, the
Continuing Investors will collectively own 30% of the equity interests of Holdings LLC, which will
indirectly wholly own, and thereby control, Johnstone LLC. The dollar amount of each Continuing
Investors’ contributed Common Units, based on the aggregate purchase price set forth in the Conversion
and Merger Agreement and assuming no deductions to such amount, will range in value from $140,500
to $19,890,000.
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ITEM 6

OTHER FEES
Type of Fee (1) Amount Due Date Remarks
Application Fee $1,000 With This fee is payable to Johnstone Supply in
application connection with opening new Branches,

transfer of Branches, or any Assignment of
a Distribution Agreement (including a
Change of Control) occurring post-
Conversion.(2)

New Branch Fee $10,000 (per Branch) Due 30 days This fee is payable to Johnstone Supply in

prior to opening

connection with new Branches (including
transferred Branches) occurring post-
Conversion.(2)

New Branch Setup
Fee

$5,000 (per Branch)

Due 30 days
prior to opening

This fee is payable to Johnstone Supply in
connection with all new Branches
(including transferred Branches) occurring
post-Conversion.(2)

JXI™ Fee (New $950 (per Branch) At annual This fee is payable to Johnstone Supply in
Branch) renewal connection with all new Branches
(including transferred Branches) occurring
post-Conversion.(2)
Initial Inventory Varies depending on Johnstone This fee is payable to Johnstone Supply.
(New Branch) Branch size and market | Product Please see the New Branch/Member
Offerings Guidelines and New Branch Extended
purchased Terms polices set forth in the Johnstone
directly from Manuals.
distribution
centers may be
paid for on 180
day, no interest
terms.
JXI™ Fees $2,000 per year (main Annually in This fee is payable to Johnstone Supply.
(recurring) Branch) January after

$750 per year (each
additional Branch)

first renewal

Johnstone University
Fees

Billed at a monthly rate
01 0.03363% of the
previous month’s
reported sales with a
monthly cap of $625
per JS Business Owner

As incurred

This fee is payable to Johnstone Supply. A
subscription to Johnstone University is
optional.

Other training fees

Varies

In connection
with service

This fee is payable to Johnstone Supply.
Includes e-learning courses and instructor-
led training. These services are optional.

Net Promoter Score

Varies, but averages

Per contract /

This fee is paid by Johnstone Supply, which

between $78 to $102 agreement in turn collects the fee from JS Business
per Branch Owners. This subscription is optional.
Consulting Fees Varies In connection This fee is payable to Johnstone Supply.

with service

Johnstone University provides consulting to
Branches for business planning & execution
(EOS & Pinnacle), employee engagement

505101671.9
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Type of Fee (1)

Amount

Due Date

Remarks

surveys, merchandising, and other projects
as requested by JS Business Owners.

PartStock

$1000/Y1/User

January

This fee is payable to Johnstone Supply.
PartStock is a mobile part ordering
technology that JS Business Owners may
make available to their Customers. This
subscription is optional.

Experian

Based on usage

Invoiced
monthly

This fee is paid by Johnstone Supply, which
in turn collects the fee from JS Business
Owners to pass through to Experian. This
subscription is optional.

Monster.com

Varies

As incurred

This fee is paid by Johnstone Supply, which
in turn collects the fee from JS Business
Owners. This subscription is optional.

Microsoft Office 365
— Exchange Only

$4.00/month per user

April

This fee is payable to Johnstone Supply as
part of a “true up” invoice each April that
reflects actual usage. This subscription is
optional.

Microsoft Office 365
— E1 License

$8.00/month per user

April

This fee is payable to Johnstone Supply as
part of a “true up” invoice each April that
reflects actual usage. This subscription is
optional.

Email/Cal/Teams/SharePoint/OneDrive/ &
Web version of office suite

Email Security -
Mimecast

$2.00/month per email
user

April

This fee is payable to Johnstone Supply as
part of a “true up” invoice each April that
reflects actual usage. This subscription is
optional.

Charges to begin in Johnstone Supply’s
Fiscal Year 2023.

ERP Programs
(including Eclipse
and DDI (Inform))

Varies

In connection
with service

This fee is payable to Johnstone Supply.
Johnstone Supply pays the service provider
and collects approximately 50% of the fee
from by those JS Business Owners utilizing
Eclipse and DDI Enterprise Resource
Planning systems. This subscription is
required for those with DDI or Eclipse.

Software Updates Actual cost of updates As incurred The Distribution Agreement gives
Johnstone Supply the right to require JS
Business Owners, at their expense, to use
any system software that Johnstone Supply
may develop in the future.

Asset Panda $3 per item per Invoice is This fee is payable to Johnstone Supply.

calendar year created in This is an equipment maintenance tracking /
January based reminder service. This subscription is

on number of
items tracked in
Asset Panda at
end of
December.

optional.

Regular invoice terms for the Branches for a
miscellaneous invoice.

505101671.9
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Type of Fee (1) Amount Due Date Remarks

Dealer Trips and Varies Specific to This fee is payable to Johnstone Supply.

Events event Johnstone Supply organizes incentive trips
and events for JS Business Owners to offer
to their Customers. Costs are then
reimbursed by participating JS Business
Owners. Participation is optional.

Third Party Billing Varies Monthly — as The Next Step transaction processing fee is

(for Johnstone Multi- incurred paid by Johnstone Supply and then

Territory Customer collected from JS Business Owners; it is

Sales Program, calculated at 1.5% of total Strategic

formerly the Account sales per Branch processed during

Strategic/National that monthly period.

Accounts Program) Participation in the existing Specialty Sales
Programs is currently optional. Under the
Distribution Agreement, participation in
some Specialty Sales Programs may be
required in the future.

Strategic Account Varies (depending on Quarterly Johnstone Supply pays rebates to

Rebates (Multi-
Territory Customer
Sales Program,
formerly the
Strategic/National
Accounts Program)

what % of total sales
was negotiated)

participating Customers and then receives
reimbursement by JS Business Owners.

The process to calculate rebates owed is
performed quarterly based on sales for the
previous period.

Participation in the existing Specialty Sales
Programs is currently optional. Under the
Distribution Agreement, participation in
some Specialty Sales Programs may be
required in the future.

Catalogs/Flyers Varies by publication Part of member | This fee is payable to Johnstone Supply.
and quantity monthly billing | These are optional purchases.
JS Merchandise Varies by item Billed with This fee is payable to Johnstone Supply.
normal These are optional purchases.
distribution

center orders

Required Advertising

Varies

In 2021 the amount is

$0

Monthly

This fee is payable to Johnstone Supply.
Each year Johnstone Supply will provide JS
Business Owners with a dollar amount and
guidelines for advertising spending that will
be the obligation of or charged to the JS
Business Owner. The charge is a calculation
of the percentage used and your sales.

Check or wire fees

$25

At time of
payment

This fee is payable to Johnstone Supply.
Regular payments for inventory purchases
are to be made by ACH transfer. If
payments are made by check or wire a fee is
applied.

Interest

Interest on the amount
owed from the date due
until paid

When any
payment is
overdue

This fee is payable to Johnstone Supply.
Any account having a delinquent balance
will be assessed a service charge on the
delinquent balance of 0.75% per statement
period, an annual percentage rate of 18%.

505101671.9
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Type of Fee (1) Amount Due Date Remarks

Strategic Member Interest is assessed on Monthly This fee is payable to Johnstone Supply.

Acquisition Funding | extended terms using This program is available to qualifying

Program Johnstone Supply’s acquisitions and members given there is line

current borrowing rate of credit availability and Johnstone Supply
plus 1% approval. See Item 10.

NSF Fee Varies by State law At time of This fee is payable to Johnstone Supply. A
notification by | check or payment is returned due to
the bank insufficient funds in the bank account that

the payment was drafted on.

Freight Charges Varies Billed as a line | This fee is payable to Johnstone Supply. All
item on each freight charges are your responsibility.
sales order Johnstone Supply has negotiated freight
invoice contracts with preferred carriers for each

. distribution center that leverage the
Invoices are .

aggregate freight volume of Johnstone
processed Supply and obtained rates that may be more
overnight daily PPy ank . Y
competitive than a JS Business Owner.

once product
has shipped. A | JS Business Owners are also able to
miscellaneous contract with their own carriers meeting the
invoice(s) will criteria detailed in the Distribution Center
be sent to you Ordering and Shipping policy in the
monthly to true | Johnstone Manuals. Direct carrier payments
up the freight are made by JS Business Owners to their
costs originally | contracted carrier.
invoiced to the
actual costs
billed by carrier
after audit and
reconciliation.
The invoices
are due based
on your regular
payment terms.

Rush Service Fee $2.25 per line in 2021 With freight This fee is payable to Johnstone Supply.

$2.35 per line in 2022 | Carees

Will Call Fee $2.50 per order With freight This fee is payable to Johnstone Supply.
charges

UPS or FedEx Rush
Charges

As charged by UPS or
FedEx

At time of sales
order invoice

Differences
found through
audit as
incurred,
charged as
miscellaneous
invoice billing

This fee is payable to Johnstone Supply.
See Distribution Center Ordering and
Shipping policy in the Johnstone Manuals.

Saturday delivery

As charged by UPS or
FedEx

At time of sales
order invoice

Differences
found through
audit as
incurred,

This fee is payable to Johnstone Supply.
See Distribution Center Ordering and
Shipping policy in the Johnstone Manuals.
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Type of Fee (1) Amount Due Date Remarks
charged as
miscellaneous
invoice billing
Sold Order Fee $0.00 in 2021 With freight This fee is payable to Johnstone Supply.
charges Fee to partially cover additional costs

$2.35 per line in 2022

incurred in processing order.

Additional Shipping | Varies As incurred, This fee is payable to Johnstone Supply.
Insurance charged as See Distribution Center Ordering and
miscellaneous Shipping policy in the Johnstone Manuals.
invoice billing
Unauthorized $10 handling fee plus With freight This fee is payable to Johnstone Supply.
Returns all freight charges for charges
items returned to the
Branch
Restocking Fee 15% of goods returned | As incurred, This fee is payable to Johnstone Supply.
charged as Charged for returns made later than 90 days
miscellaneous after date of purchase or not originally

invoice billing

purchased from a distribution center.

Return to Different $10 per shipment plus As incurred, This fee is payable to Johnstone Supply.
Distribution Center all freight charge charged as
miscellaneous
invoice billing
Indemnification Will vary under As incurred This fee is payable to Johnstone Supply.
circumstances ) You must indemnify and hold Johnstone
WIH vary under Supply and its Affiliates harmless in all
cireumstances. | actjons arising out of or resulting from or
connected with your activities under the
Distribution Agreement, excluding our
gross negligence or willful misconduct.
Costs and Attorney’s | Will vary under As incurred This fee is payable to Johnstone Supply.
Fees circumstances Payable upon your failure to comply with
the Distribution Agreement, the License
Agreement, and/or certain other agreements
executed by JS Business Owners.
NOTES
1) Unless otherwise noted, all fees are imposed by and payable to us are non-refundable and are

uniformly imposed on JS Business Owners.

?2) New Branch Fees apply to all Branches opened or transferred post-Conversion by JS Business

Owners.

505101671.9
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ITEM 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

To Whom
Method of Payment Is to Be
Type of Expenditure Low Amount High Amount Payment When Due Made
Rollover Contribution $140,500 $19,890,000 See At closing of See Note 1 below.
1 Contribution the Conversion
Election Form
TOTAL(2) $140,500 $19,890,000
NOTES

(0))

()

As part of the Conversion discussed in more detail in Item 1, former Cooperative members that
enter into a Distribution Agreement will be required to contribute a portion of their Johnstone
LLC common units with an aggregate value (for all JS Business Owners) of up to a certain
agreed upon amount in exchange for common units of Intermediate LLC, and immediately
thereafter JS Business Owners will contribute the common units received from Intermediate
LLC to Holdings LLC in exchange for Common Units of Holdings LLC, as more particularly
described in the Rollover Documents attached as Exhibits B and D to this disclosure document.
Following the Conversion and transactions contemplated by the Rollover Documents,
assuming all members of the Cooperative participate in the rollover transaction, the former
members as “Continuing Investors” will collectively own 30% of the equity interests of
Holdings LLC, which will indirectly wholly own, and thereby control, Johnstone LLC. The
dollar amount of the Continuing Investors’ contributed Johnstone LLC common units, based
on the aggregate purchase price set forth in the Conversion and Merger Agreement and
assuming no deductions to such amount and full participation in the rollover transaction, will
range in value from $140,500 to $19,890,000.

Because this is a conversion offering for those JS Business Owners that operate a business that

will have no interruption in operation, we assume that you have properly accounted for all
expenses you will need to operate for the first three months after the Conversion.
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ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Johnstone Supply is not the only supplier of HVAC/R products, and except as set forth in the
Distribution Agreement and Johnstone policy manuals (the “Johnstone Manuals”), you are not
prohibited from obtaining products or services from other sources.

HVAC/R Equipment and Supplies

In the Distribution Agreement, “Johnstone Product Offerings” are defined as HVAC/R
equipment and PS&A (parts, supplies, and accessories associated with HVAC/R equipment) that are
offered for sale by Johnstone Supply into the residential and light commercial end markets and either
(i) to be shipped to you from a Johnstone Supply distribution center, (ii) shipped through a Johnstone
Supply-approved direct shipment or (iii) shipped through a direct purchase program from the
manufacturer to you, as designated by Johnstone Supply.

You are not permitted to purchase any available and in-stock Johnstone Product Offerings other
than from Johnstone Supply (which includes purchases (i) from a Johnstone Supply distribution center,
(i1) shipped through a Johnstone Supply-approved direct (drop) shipment program, (iii) shipped through
a Johnstone Supply-approved direct purchase program from a manufacturer, or (iv) from other JS
Business Owners). Information regarding approved drop shipment and direct purchase programs is
available on the Johnstone Supply website or by contacting Johnstone Supply product department.
(Distribution Agreement § 2.08.)

Additionally you are required to meet certain defined “Minimum Performance Requirements”
that relate to Johnstone Product Offerings:

Y our annual purchases of all goods for resale (measured by gross cost of goods sold and subject
to adjustment from time to time) must consist of Johnstone Product Offerings sourced from Johnstone
Supply or its Affiliates at the following levels: (a) during the first 2 years of the Distribution Agreement,
at least 75% and (b) during the remaining Initial Term, at least 80% (the “Minimum Purchase
Percentage Requirement”). The Minimum Purchase Percentage Requirement may be satisfied by
purchases shipped from Johnstone Supply distribution centers and/or Johnstone Supply-approved direct
purchase or direct shipment programs with designated manufacturers from which we receive a financial
benefit. You may purchase Johnstone Product Offerings from other JS Business Owners, however, any
such purchases will be deducted from the selling JS Business Owner’s annual purchases for the
applicable year and added to the purchasing JS Business Owner’s annual purchases for the same
applicable year, in each case for purposes of calculating the applicable JS Business Owner’s satisfaction
of the Minimum Purchase Percentage Requirement.

Y ou must satisfy minimum dollar purchase requirements in excess of $1,500,000 multiplied by
the number of your Branch locations in the Territory which have been opened a minimum of 2 years.
This requirement will be adjusted annually at our discretion based on several factors including the
overall growth of sales of all JS Business Owners.

You must satisfy Annual Sales Performance Goals in the Region related to Johnstone Product
Offerings. The Annual Sales Performance Goals will be based on annual (i) revenue per capita and
(ii) growth in revenue per capita in each of your Service Areas versus the performance of all other JS
Business Owners in the applicable Region identified on Schedule A of the Distribution Agreement.
Your revenue per capita must exceed the bottom 10% of the Region or exceed a revenue per capita
growth percentage above the bottom 25% of the Region compared to the other JS Business Owners in
the Region. Actual performance in the Service Areas relative to the Region will be measured each Fiscal
Year, with Notice as soon as practicable the following Fiscal Year of any shortfall.

You must satisfy minimum product assortment and inventory levels (outlined below) in each
major product category. To meet the minimum product assortment requirements, you must meet or
exceed the following percent of total sales minimums:
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HVAC/R equipment: 20%
HVAC/R parts and supplies: 25%

We also require that you operate a point-of-sale computer system in connection with the
operation of your Branch and also utilize an enterprise resource planning system (“ERP System”) to
transmit data between your Branches and Johnstone Supply. JS Business Owners who are entering into
Distribution Agreements as part of the Conversion are not currently required to replace their existing
ERP Systems. However, Johnstone Supply does not provide any technical or other support for ERP
Systems other than DDI Inform, Epicor Eclipse, or Infor SXe. We require that you transmit all
merchandise orders, sales reporting, warehouse communications, inventory reporting, Purchase Order
SKU level details of drop shipment orders and other required business intelligence data through the
ERP System and other electronic systems now utilized or hereafter adopted or modified by Johnstone
Supply (which you may be required to implement), including Customer information as required for
participation in Specialty Sales Programs. We also require all Johnstone Product Offering orders to
comply with all ordering and shipping policies set forth in the Johnstone Manuals. See Item 11 for
detailed information on computer hardware and software.

Johnstone Supply does not provide any product warranties but will assign to JS Business
Owners, to the extent authorized by the applicable manufacturer or other supplier, all warranties granted
by such manufacturer and suppliers in accordance with applicable warranty policies and limitations.
Where necessary, Johnstone will continue to facilitate warranty claims by JS Business Owners with
manufacturers and other suppliers.

Transportation

Freight costs for all types of orders will be your responsibility. We have signed contracts with
a set of preferred carriers for each distribution center that leverage the aggregate freight volume of
Johnstone Supply and obtained rates that may be more competitive than JS Business Owners could
negotiate on your own volume. You will be able to select alternate carriers other than our preferred
carriers. However, alternate carriers need to meet the same requirements as preferred carriers for picking
up freight at the distribution centers, which requirements are set forth in the Johnstone Manuals,
including scheduling capability, required licenses, and necessary hazardous materials certifications. The
list of preferred carriers is set forth in the Johnstone Manuals.

Branches can place 2 scheduled weekly stocking orders and unlimited daily rush orders from
their servicing distribution center. Extra order and ship days are available for additional fees. Each
Branch is assigned one distribution center as its primary Shipping Point for regular weekly orders.
Branches must place their twice-weekly stock order only with their assigned primary distribution center.
However, rush orders may be placed with any distribution center, depending on circumstances such as
stock availability, ship times, etc. Additional fees apply. There is no minimum order size for any type
of order.

Other requirements related to ordering and shipping are set forth in the Johnstone Manuals. See
Item 6 for more information on charges relating to shipping and carriers.

JS Business Owner Branches and Operations

Branches

Each Branch must be of sufficient size to support the volume and breadth of a complete offering
of Johnstone Product Offerings within the Service Area. While Branches may be of varying size and
depth/breadth of locally carried inventory and services, you must ensure that the Service Area(s)
encompassing the assigned Territories of the Branches provide for adequate showroom and
warehousing. All new Branch locations must meet the minimum square footage and minimum
inventory requirements below. Adequate parking and loading space must also be provided. You must,
at all times, maintain a clean and safe working space for your Customers and employees.
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Size and Inventory Guidelines:

Small Market Medium Market Large Market

Minimum CBSA < 250K CBSA 250K-750K CBSA 750K+
Square footage main Branch 10,000 12,000 15,000
Square footage additional 7,500 8,500 10,000
Branch
Inventory main Branch $250,000 $300,000 $375,000
Inventory additional Branch $200,000 $250,000 $300,000

“CBSA” means core-based statistical area. We will define market size by CBSA. There will be
exceptions based on geographic size of the CBSA, as well as urban or rural areas.

Delivery

You must offer will call, delivery and common carrier modes of transacting business with your
Customers. Your Branch vehicles should be of adequate size, clean, well-maintained and of overall
professional appearance and be of a configuration appropriate to transport the wide variety of Johnstone
Product Offerings.

Training

Y ou must provide ongoing training requirements of your employees and Customers. Whether
through dedicated training space in one Branch of a Service Area, arrangements with local trade
schools, joint arrangements with other JS Business Owners, through digital offerings, or any
combination thereof, you are obligated to provide ongoing training resources, a calendar of regular
training events and the promotion of Johnstone online training resources. You may utilize Johnstone
University for some aspects of training.

Staffing

Y ou must employ and continuously train an ample staff of inside and outside sales associates,
customer service and counter personnel, technical service associates, and business development or
account managers responsible for the development of sales demand and to support such demand
amongst the Customers in your Territory.

Hours of Operation

All Branches must be open and available to the Customer for time periods appropriate for the
Service Area and local Territory. Generally, all Branches should be open between 7:30 am to 4:30 pm
every weekday except for holidays, emergency declaration, government mandate or days of religious
observance. Your Branches shall also offer emergency after hour service as a Customer
accommodation. Any extended closure of a Branch greater than 5 business days must be reported to
Johnstone Supply.

Cyber-Security

Y ou are required to comply with all information technology, web use, and social media policies
set forth in the Johnstone Manuals. You must complete a security self-assessment questionnaire
annually, by December 31 each year. You must also participate in an annual cyber-security audit,
address deficiencies, implement updated policies, and comply with all state and federal laws regarding
unauthorized disclosures of Customer and proprietary product data.

Entity Name Use

In connection with your sale of Johnstone Product Offerings, you must use our name,
trademarks, trade names, logo, and related items (the “Johnstone Brand™) and to represent and advertise
your affiliation with us. However, you may not use “Johnstone” as part of your entity (corporation,
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limited liability company, partnership, or other legal entity) name. We own the Johnstone Brand, and
you do not have any ownership interest in the Johnstone Brand. You may only use the Johnstone Brand
on, or relating to, Johnstone Product Offerings or as otherwise specifically approved by us. You are
specifically authorized to use “Johnstone Supply” as part of your assumed business name.

Logo and Trademark Use

The Johnstone Supply logo is an official trademarked design and should be used as provided
without alteration in compliance with the License Agreement and Johnstone Manuals. You may not
utilize the name, logo, or trademark in any manner which may create the perception that you possess
sole marketing rights to an area greater than the Territory granted to you in the Distribution Agreement.

Website

All national Search Engine Marketing (“SEM”) campaigns will be initiated and run through the
Johnstone eCommerce department. All Customer traffic resulting from these campaigns will be directed
to the appropriate JS Business Owner website, based on Customer geography. Customers that fall
outside of all existing Territories will be directed to the website of the nearest Branch.

You may run local SEM campaigns (i.e. campaigns in which keyword advertisements are
limited to targeted geographies), but you should coordinate and manage it through the Johnstone
eCommerce department.

You may not advertise in any way in which an online Customer in another JS Business Owner’s
Territory can be directly linked to your website. This includes: SEM keywords, web banners, third-
party emails, third-party forums, blogs, social networks, RSS feeds, newsletters, videos and other mass
communications.

You may not sell current/active Johnstone Product Offerings via any public facing website
other than the Johnstone Supply website (e.g., eBay, Craigslist, Amazon storefronts, etc.).

Y ou may not operate, advertise through, or provide links through any site that offers HVAC/R
equipment and PS&A directly to the residential homeowner Customer or other End User.

You may not sell Johnstone Product Offerings to third parties who sell online to the Customer
or other End User (this excludes licensed contractors who use the web to promote and sell their services
online).

Social Media

You and your employees are prohibited from using social media to: (a) violate our IT and
communication system policies; (b) violate confidential and proprietary rights and agreements;
(c) defame or disparage us or our Affiliates, Customers, clients, business partners, suppliers,
competitors or other JS Business Owners or their businesses; (d) harass other employees in any way;
(e) circumvent policies prohibiting unlawful discrimination against current, future or past employees;
(f) violate any laws or ethical standards; or (g) violate any laws dealing with antitrust or fair trade
practices as well as any correspondence with competitors. All use of social media must comply with
the current Johnstone Supply Information Technology Requirements.

Advertising

We will develop and maintain a web and other digital and social site presence (e.g., LinkedIn,
Facebook, Twitter, etc.), national, regional and local digital paid-search advertising, a digital catalog,
digital flyers and templates, and other advertising materials as deemed necessary in our reasonable
discretion. We, at our discretion, may require you to participate in these programs and charge fees (that
should be market competitive) to you to recover costs and provide a modest profit for us. We may
develop seasonal or specialty marketing, advertising and promotional campaigns that you may, at your
discretion and cost, determine to participate in.
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Supplier Negotiation and Purchasing Programs

Because Johnstone Supply negotiates prices, discounts, rebates and other aspects of purchase
with manufacturers and other suppliers or Johnstone Product Offerings, all direct communications with
such manufacturers and suppliers must comply with the Johnstone Supply supplier negotiations policy
set forth in the Johnstone Manuals. There is no formal process for approval of additional suppliers of
Johnstone Product Offerings or other services; you should contact the Product Department to make any
suggestions.

Johnstone Supply will also negotiate direct purchase programs with approved vendors of record
from which Johnstone Supply receives a direct financial benefit. These programs allow JS Business
Owners to order Johnstone Product Offerings directly from the manufacturer for shipment directly to
Branch locations. Approved manufacturers are published on the Johnstone Supply website JS Business
Owner-only (formerly member-only) pages.

Johnstone Supply will authorize Johnstone Product Offering purchases between JS Business
Owners to qualify as part of the Minimum Purchase Percentage Requirement. Any such purchases shall
be deducted from the selling JS Business Owner’s annual purchases for the applicable year and added
to the purchasing JS Business Owner’s annual purchases for the same applicable year, in each case for
purposes of calculating the applicable JS Business Owner’s satisfaction of the Minimum Purchase
Percentage Requirement.

Johnstone Supply will provide Group Purchasing Programs, credit terms, reporting and
benchmarking resources, and other incentive programs, as detailed in the Johnstone Manuals.

Johnstone Supply has negotiated optional group purchasing program that JS Business Owners
may participate in at their option. The details of each program are available in the JS Business Owner’s
section of Johnstone Supply’s access portal (“JEN”) and currently include programs with epaCUBE,
Kibble Insurance, Constant Contact, Lithtex, ProKepp, RenderSEO, On-Hold Concepts, ATT, Echo
Logistics, Ford Fleet, GM Fleet, HARDI, NATE, Nestle Bottled Water, Staples, Zebra Scanners,
Verizon, Backupify, CDW, Mimecast, and Zoom, among others.

Johnstone Supply negotiates and enters into purchase arrangements, which may include
discounted pricing, special terms, rebates or other incentives with manufacturers and other suppliers for
the benefit of Johnstone Supply and JS Business Owners. Post-Conversion, the former Cooperative
policies regarding rebates will be modified. Johnstone Supply shall credit or pay to you all rebates and
other financial incentives received by Johnstone Supply from “Equipment Manufacturers” (the initial
list of which are set forth on Schedule B to the Distribution Agreement, which may be updated from
time to time). Johnstone Supply shall not be required to credit or pay to you any rebates Johnstone
receives from suppliers or vendors that are not Equipment Manufacturers. Rebates shall be credited or
paid to JS Business Owners in accordance with the volume, allocation and apportionment, and payment
policies set forth in the Johnstone Manuals.

Johnstone Supply will also negotiate or recognize certain “Manufacturer Reimbursement
Programs” offered by manufacturers to address local market and Customer specific pricing
requirements (i.e. special bids) and intended to pursue specific business opportunities and/or to help
insure that JS Business Owners are competitive in their local marketplace. Examples include the
Goodman “PAP” and Johnson Controls “IPA” programs. Qualifying sales under Manufacturer
Reimbursement Programs will be reported by JS Business Owners directly to the manufacturer on a
monthly basis and approved reimbursements or other financial consideration will be provided directly
by the manufacturer to the applicable JS Business Owners.

Johnstone Supply also provides its own rebate incentive program for purchases directly from
Johnstone distribution centers (the “DC Rebate Program”™). The current terms of the DC Rebate Program
are based on volume of purchases and growth of purchases.

The DC Volume portion will be paid to JS Business Owners based on the JS Business Owner’s
net DC purchases for the fiscal quarter:
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DC Volume — Calculated on quarterly volume (Net):

$2.2M+ 0.50% of DC volume dollars
$3.3M+ 0.75% of DC volume dollars
$4.4M+ 1.00% of DC volume dollars
$5.5M+ 1.50% of DC volume dollars
$7.5M+ 2.00% of DC volume dollars
$9.5M+ 2.50% of DC volume dollars

The DC Growth portion will be paid to JS Business Owners based on fiscal year-over-year
growth of JS Business Owner’s net DC purchases:

DC Growth — Calculated quarterly on year-over-year percentage increase of trailing 12
months purchases (Net):

20%+ 0.15% rebate on growth dollars
30%+ 0.25% rebate on growth dollars
40%+ 0.35% rebate on growth dollars

DC Rebate Programs are subject to the payment and other terms set forth in the Johnstone
Manuals.

Insurance

During the Term of the Distribution Agreement and for a period of 1 year thereafter, you will,
at your own expense, maintain and carry in full force and effect, such policies of insurance, including
types and amounts, as set forth below.

Your Annual Revenue Recommended Minimum Amount of Liability Insurance
Required
$20M+ $10M per occurrence and in aggregate
$10M-$20M $5M per occurrence and in aggregate
$5M-$10M $3M per occurrence and in aggregate
<$5M $2M per occurrence and in aggregate

Please note that the levels recommended above are just the minimum levels required. Actual
insurance purchased may vary by JS Business Owner and may exceed recommended minimum levels
commensurate with exposure as determined by you and your insurance broker.

You shall obtain insurance to cover commercial general liability, automobile liability and
umbrella liability (including product liability). Subscribers to Johnstone University are also required to
carry professional liability insurance, in such amounts as Johnstone Supply may require.

Y ou must submit a Certificate of Insurance to the Johnstone Supply Finance Department on an
annual basis, concurrent with your insurance renewal. Compliance with the minimum levels is required
at each renewal.

Required purchases from approved suppliers or purchases in accordance with our standards and
specifications have historically represented approximately 65% of members’ and non-members’ total
cost of goods sold.

Post-Conversion, purchases from approved suppliers or purchases in accordance with our
standards and specifications will be 75% of the total cost of goods sold during each of the first two
years and 80% thereafter in connection with the ongoing operation of the Branch.

As of the end of the most recent fiscal year (April 30, 2021), Johnstone Supply derived income
from merchandise sales to members and non-members (net of product returns) of $851,058,435. During
the same period, Johnstone Supply received $2,314,137 of income associated with other services to
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members and non-members. The Cooperative accounted for rebates received from vendors as a
reduction of the cost of inventory and, therefore, rebates are classified as a reduction of cost of sales.
Vendor rebates received totaled $102,521,116 in the fiscal year ended April 30, 2021. During the same
period approximately $105,777,658 was distributed to members and non-members as part of the
Cooperative’s large vendor rebate program, pro rata, based on purchases volume. Johnstone Supply
also receives purchase discounts and advertising allowances from manufacturers. For the fiscal year
ended April 30, 2021, purchase discounts totaled $23,691,562, of which $15,509,680 are accounted for
as a reduction of cost of sales and the remaining $8,181,882 are accounted for as a reduction of net
product sales. Advertising allowances totaled $10,516,765 and are accounted for as a reduction of
expenses.

Post-Conversion, income derived from product sales (net of product returns) is projected to be
$891,568,076. Income associated with other services is expected to remain unchanged. Johnstone
Supply will continue to account for rebates received from vendors as a reduction of the cost of inventory
and, therefore, rebates are classified as a reduction of cost of sales. However, because of the expected
changes to the rebate program post-Conversion, approximately $78,766,895 is projected to be
distributed to JS Business Owners and their approved Affiliates as part of Johnstone Supply’s large
vendor rebate program as described in Section 10.03 of the Distribution Agreement. Purchase discounts
and advertising allowances are expected to remain unchanged.

Except for the DC Rebate Program, large vendor rebates, and the Minimum Performance
Requirements, we do not provide material benefits to you (including renewal rights or the right to
additional franchises) based on whether you purchase through the sources we designate or approve.

As of the issuance date of this disclosure document, we have no purchasing or distribution
cooperatives serving our system. Because this is our first year offering franchises, we did not derive
revenue or material consideration as a result of required franchisee purchases or leases. However, we
have the right to do so in the future and to negotiate purchase arrangements with suppliers for the benefit
of franchisees, and/or to derive revenue or other material consideration as a result of required purchases
or leases.
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ITEM 9

FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the Distribution Agreement. It will help
you find more detailed information about your obligations in the agreement and in other items of

this disclosure document.

Disclosure
Obligation Section in Distribution Agreement Document Item
Site selection and N/A
acquisition/lease
Pre-opening purchases/leases N/A
Site development and other N/A

pre-opening requirements

Initial and ongoing training

Distribution Agreement Section 5.01

Items 6, 8 & 11

Opening

N/A

Fees

Distribution Agreement Sections 2.01, 10.04

Items 5, 6, 8, & 11

Compliance with standards

and policies/operating manual

Distribution Agreement Sections 2.01, 5.01 and
License Agreement

Ttems 8, 11, 12, 13 & 14

Trademarks and proprietary
information

Distribution Agreement Section 2.01 and
License Agreement and related agreements

Items 13 & 14

Restrictions on Distribution Agreement Sections 2.08 and 5.01 Item 16
products/services offered
Warranty and customer Distribution Agreement Articles XIV and XV Item 8

service requirements

and License Agreement Article IX

Territorial development and
sales quotas

Distribution Agreement Sections 2.01, 2.03,
2.06, 5.02, and Schedule A

Items 1, 8, & 12

Ongoing product/service
purchases

Distribution Agreement Sections 2.02, 2.08,
2.09, and 5.02

Ttems 6, 8, 11, 16, & 17

m. Maintenance, appearance and | Distribution Agreement Section 5.01 Item 8
remodeling requirements
Insurance Distribution Agreement Article XVIII Item 8
Advertising Distribution Agreement Section 6.03 Items 8 & 11
Indemnification Distribution Agreement Article XVI, License Items 6, 11, & 13

Agreement Article VIII

Owner’s participation/

Distribution Agreement Section 5.01

Items 8, 11 & 15

Agreement Article XI

management/staffing

Records and reports Distribution Agreement Sections 5.01, and 8.01, | Item 8
Article XIII

Inspections and audits Distribution Agreement Section 13.03, License Items 8 & 11
Agreement Article 111

Transfer Distribution Agreement Section 19.10 Item 17

Renewal Distribution Agreement Section 2.05 Item 17

Post-termination obligations Distribution Agreement Sections 2.08(c) and Item 17
3.03

w. Non-competition covenants Distribution Agreement Sections 2.08(c) Item 17
Dispute resolution Distribution Agreement Section 19.14, License Item 17

505101671.9
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ITEM 10
FINANCING

Except as stated below, neither we, nor our agents, nor our Affiliates, directly or indirectly,
provide any financing arrangements to franchisees or guarantee your notes or any other financial
obligations. Johnstone Supply has no obligation to provide JS Business Owners with any financing, but
we may agree to provide payment terms for a portion of initial inventory purchases and some JS
Business Owners’ expansion efforts under specified terms and conditions. Our decision to provide
payment terms is based, in part, on the JS Business Owner’s credit-worthiness, the security interests
and guarantees available to support obligations to Johnstone Supply, and our then-current credit and
financing policies. We may terminate the Distribution Agreement if you do not pay us.

New Branches

All new Branches opened by current JS Business Owners will receive 180-day, no-interest
terms for up to $300,000 of inventory purchased from Johnstone Supply distribution centers. These
extended terms are effective upon new Branch approval, but are not retroactive. Qualifying purchases
must be made prior to the one month anniversary of the new Branch opening date.

Strategic Acquisitions

In order to support your expansion through strategic acquisition of new Branches, Johnstone
Supply may provide 60-day payment terms for all inventory purchased from Johnstone Supply
distribution centers by JS Business Owner’s Branches within its Territory (with a credit limit of up to
$5 million) for two years following an approved acquisition and 45-day terms for the third year.
Extended payment terms are not available for inventory purchases that are drop-shipped to Branches
from manufacturers or purchased directly with manufacturers. Interest is assessed on extended terms
using Johnstone Supply’s current borrowing rate plus 1%.

Guaranty and Security Interest

We may require a security interest in your assets in connection with the financing outlined in
this Item 10. We may also require other forms of security such as a letter of credit, security interests in
accounts receivable or inventory, among others. Additionally, we may require the shareholders,
members, partners and/or other owners of you to guaranty all obligations to Johnstone Supply and agree
to pay the entire debt and all collection costs. We have the right to require a spouse’s personal guaranty.
We may also require a cross-corporate guaranty of obligations related to other of your approved
Affiliates. The common forms of Security Agreement, Personal Guaranty, and Cross-Corporate
Guaranty are attached to this disclosure document as Exhibits F - H. Because each Security Agreement
and Guaranty is separately negotiated, the Exhibits are forms only. Each former member and non-
member patron of the Cooperative will reaffirm their existing Security Agreements and Guarantees in
connection with the Conversion.

Johnstone Supply does not currently sell accounts receivable or other payment obligations of
JS Business Owners to third parties or derive income from referrals or placement of financing with any
third party lender.

Setoff

Johnstone Supply may setoff or recoup any liability or obligation it may owe to you against
any liability or obligation for which you are liable to Johnstone Supply under the Distribution
Agreement, any other agreement, or otherwise.
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ITEM 11
FRANCHISOR’S OBLIGATIONS

Except as listed below, Johnstone Supply is not required to provide JS Business Owners
with any assistance.

Pre-Opening Obligations

Because this is a conversion offering with no interruption in the operation of the Branches,
Johnstone Supply has very limited pre-opening obligations to you that will happen instantaneously with
the Effective Date of the Distribution Agreement and Rollover Documents:

1. Issue membership interests in Holdings LLC as outlined in the Rollover Documents.
(Contribution Election Form, See Exhibit B).

Our Obligations During Operation of Branches

During operation, Johnstone Supply will:

1. Make available and sell the Johnstone Product Offerings to you at the then-current Prices and
on the terms and conditions set forth in the Distribution Agreement and the Johnstone Manuals.
(Distribution Agreement § 7). These may be purchased (i) from a Johnstone Supply distribution
center, (ii) shipped through a Johnstone Supply-approved direct shipment program, (iii) shipped
through an approved direct purchase program from a manufacturer, or (iv) from other JS
Business Owners as authorized in the Distribution Agreement (Distribution Agreement § 2.08),
and as more fully described in Item 8.

e Johnstone Product Offerings may change from time to time in our discretion. However, we
must provide 90 days’ prior notice before discontinuance, allow a “Last-Time Buy Period,”
and repurchase some of the inventory as provided in Article VII of the Distribution
Agreement.

e Solely with respect to the Johnstone Product Offerings, Johnstone Supply will also provide
to you on an exclusive basis a breadth of services that ensures you are able to offer solutions
at competitive pricing for your Customers. Minimally, these services will be not less than
the breadth of services provided to members prior to the Conversion. (Distribution
Agreement § 6.01). Certain of those services are discussed below.

e Johnstone Supply will use commercially reasonable efforts to ensure the uninterrupted
supply of Johnstone Product Offerings to you. Johnstone will promptly provide you with
any notices received from manufacturers regarding delays, disruptions, or unavailability of
Johnstone Product Offerings. (Distribution Agreement § 13.02).

e If a manufacturer or any Governmental Authority, determines that any Johnstone Product
Offerings sold to you must be recalled or removed, Johnstone Supply and you will
cooperate with each other in implementing such recall with respect to the reshipment,
storage, or disposal of recalled Johnstone Product Offerings, the preparation and
maintenance of relevant records and reports, and notification to any Customers or End
Users. (Distribution Agreement § 15.03).

o Johnstone Supply will indemnify you in accordance with the terms set forth in Sections
16.02 and 16.03 of the Distribution Agreement. Additionally, Johnstone Supply will use
reasonable efforts to obtain indemnity and insurance agreements from manufacturers and
suppliers for the benefit of Johnstone Supply and JS Business Owners consistent with
historic practices where possible. (Distribution Agreement § 16.04).

2. Operate sufficient distribution centers with sufficient capacity, technology and Personnel to
facilitate supply chain management, logistics, and transportation functions, and use
commercially reasonable efforts to service the next day and next morning delivery needs of the
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Branch network at levels selected and paid for by the applicable JS Business Owners
(Distribution Agreement § 6.01). Approximately 75,000 products are stocked by existing
Branches in coordination with six strategically placed distribution centers to deliver high local
availability. Johnstone Supply’s distribution centers serve as a logistical resource for ordering
parts and equipment that are more compact, lighter and less easily damaged through the
handling process and frequent, smaller deliveries. You will be assigned to a primary distribution
center for ordering purposes.

Johnstone Supply will identify and engage with common carriers and other parties to
negotiate freight agreements that leverage the aggregate freight volume of Johnstone
Supply, thus generating freight rates that may be more competitive than a JS Business
Owner could negotiate on its own volume (“Preferred Carriers”). You will be solely
responsible for all costs of shipping regardless of the carrier used and no Price discount
shall be offered for self-pickup. If you utilize a carrier that is not a Preferred Carrier, you
will be responsible for such carrier’s compliance with all transportation and other policies
as set forth in the Johnstone Manuals, including scheduling pickup with applicable
Johnstone distribution centers and manufacturers. (Distribution Agreement Article 1X).
Ordering and shipping policies are set forth in the Johnstone Manuals.

Johnstone Supply will also negotiate dropship sales programs to enable JS Business
Owners to place orders for some Johnstone Product Offerings to be shipped directly to
Branches rather than through Johnstone Supply’s distribution centers. The majority of
bulky, heavy and easily damaged products and equipment are drop shipped to minimize
repackaging and shrinkage costs. (Distribution Agreement § 2.08).

Johnstone Supply will also negotiate direct purchase programs with approved vendors of
record from which Johnstone Supply receives a direct financial benefit. These programs
allow JS Business Owners to order Johnstone Product Offerings directly from the
manufacturer for shipment directly to Branch locations. Approved manufacturers are
published on the Johnstone Supply website in the “JEN” (JS Business Owner-only) system.
(Distribution Agreement § 2.08).

Johnstone Supply will authorize Johnstone Product Offering purchases between JS
Business Owners to qualify as part of the Minimum Purchase Percentage Requirement.
Any such purchases shall be deducted from the selling JS Business Owner’s annual
purchases for the applicable year and added to the purchasing JS Business Owner’s annual
purchases for the same applicable year, in each case for purposes of calculating the
applicable JS Business Owner’s satisfaction of the Minimum Purchase Percentage
Requirement. (Distribution Agreement § 2.08).

3. Provide Group Purchasing Programs, credit terms, reporting and benchmarking resources, and
other incentive programs, as detailed in the Johnstone Manuals (Distribution Agreement § 6.01)
and as more fully described in Item 8.

505101671.9

Johnstone Supply authorizes JS Business Owners to pay for their purchases of Johnstone
Product Offerings directly from Johnstone Supply in accordance with the payment terms
set forth in the Credit Policy Sections of Johnstone Manuals. (Distribution Agreement
§ 10.4). Terms are generally “net 30” meaning payment is due 30 days from the statement
date, unless a deferred date or terms apply. After this period, the charges become
delinquent. JS Business Owners will receive two statements every month. All regular
charges between the 1st and the 15th of a month appear on the mid-month statement dated
the 15th and will be due on the 15th of the following month. All charges between the 16th
and the last day of a month appear on the month-end statement and will be due on the last
day of the following month. Any account having a delinquent balance will be assessed a
service charge on the delinquent balance of 0.75% per statement period, an annual
percentage rate of 18%. Johnstone Supply may pass on to the JS Business Owners any
extended terms offered by the manufacturers, subject to each manufacturer’s policy. Credit
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terms are subject to your credit-worthiness, the security interests and guarantees available
to support obligations to Johnstone Supply, and our then-current credit and financing
policies. We may terminate the Distribution Agreement if you do not pay us. See Item 6
for information related to miscellaneous, true-up, and optional fee payments.

4. Provide strategic and advisory support and services to JS Business Owners consistent with the
scope and breadth of such services provided prior to the Conversion, including Johnstone
University. During the first 12 months following the Conversion, these services will be
consistent with the scope and breadth of such services provided immediately prior to the
Conversion.

e Johnstone University provides online learning, instructor led training, tracking and
certification for employees and HVAC/R professionals. It includes tools, structure and
training support for JS Business Owners to learn about HVAC/R and drive business results,
for Customers to received product, technical, and industry training and certifications, and
for suppliers to provide updated information on new and existing products.

e Johnstone Supply also provides optional training and other consulting services directly or
through Johnstone University. The cost for such training and consulting services varies by
service and method provided (i.e. online or in person). (Distribution Agreement § 6.01).

5. Meet the “Johnstone Service Requirements”, the measurement criteria for which are set forth
in the Johnstone Manuals. Post-Conversion the initial Johnstone Service Requirements will be:
(a) distribution center service levels (each, line and order fill); (b) inventory availability (in-
stock positions by velocity); (c) distribution center quality (order accuracy); and (d) technology
availability (including uptime and transmission reliability).

6. Develop and provide JS Business Owners with technology tools developed or licensed by
Johnstone Supply for JS Business Owners’ use during the Term of the Distribution Agreement;

e Johnstone Supply will license to you for non-exclusive use, certain Johnstone Intellectual
Property on the terms set forth in the License Agreement (License Agreement § 2.1).

e Johnstone Supply will provide JS Business Owners with access to JXI™, Johnstone
Supply’s search technology that Branch locations access through the Johnstone Supply
website or their ERP system which enables ordering and searching for digital product
information.

e Johnstone Supply will provide JS Business Owners with optional access to the PartStock
application, which allows mobile ordering of just the equipment, parts and supplies.

e You will have access to Johnstone’s mobile website, which is optimized to be used on all
mobile devices and affords users with the same functionality as the main website.

e You will have access to the Johnstone Supply Toolkit application, which is a mobile
application that provides contractors with tools and functionalities such as sizing charts,
product calculators, store locations, efficiency savings calculators, and other information.

e You will also have access to the Johnstone Supply mobile application for Apple and
Android. Our mobile app offers time saving features such as auto-login, Order Pad quick
entries, real-time pricing and availability, store locators, electronic tools of the trade, saved
lists, and order history.

7. Host one annual trade show for the benefit of the JS Business Owners (the costs of travel and
lodging to be borne by the attending JS Business Owner) and offer one other in-person meeting
collectively with all JS Business Owners per year.

8. Use commercially reasonable efforts to develop an improved pricing methodology and process
between Johnstone Supply and the JS Business Owners and between the JS Business Owners
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and their Customers. Johnstone Supply may, from time to time, make suggestions to JS
Business Owners with regard to pricing policies. Except with respect to Specialty Sales
Programs, Johnstone Supply does not require specific prices. Johnstone Supply has the right to
negotiate Specialty Sales Programs, including pricing that will bind all JS Business Owners
providing included products or services through those programs, to the extent permitted by
applicable law. Johnstone Supply will also continue to develop and support the Specialty Sales
Programs. (Distribution Agreement § 6.01).

9. Participate in the Strategic Plan Alignment Program (Distribution Agreement § 6.01).

e Johnstone Supply will publish annually its forward-looking strategic plan, detailing past
performance, forward looking initiatives and goals for the upcoming period. In connection
with the planning process, JS Business Owners will submit their Annual Business Plan as
it relates to their key initiatives, goals, and action plans each year. Johnstone Supply will
schedule follow-up meetings in person or electronically via teleconference to meet with JS
Business Owners and their teams to review overall alignment between the organizations,
forward looking goals, past performance, gaps, concerns, best practices and resource
requirements. A list of Strategic Plan Alignment indicators is attached to the Strategic Plan
Alignment policy in the Johnstone Manuals.

e In addition to Annual Strategic Plan information, Johnstone Supply will provide JS
Business Owners regular reporting on their own key metrics and benchmarking for
comparison purposes.

10. Provide continued vendor access and relevancy; use commercially reasonable efforts to
improve vendor programs; and (a) provide a regular flow of new products (consistent with
history); (b) focus on cost of goods sold reduction and maintained/improved payment
terms/dating programs; and (c) maintain and improve pricing and data flow.

11. Develop and maintain a web and other digital and social site presence (e.g. LinkedIn, Facebook,
Twitter, etc.), national, regional and local digital paid-search advertising, a digital catalog,
digital flyers and templates, and other advertising materials as deemed necessary in the
reasonable discretion of Johnstone Supply. Johnstone, at its discretion may require JS Business
Owners to participate in these programs and charge fees (that should be market competitive) to
the JS Business Owners to recover costs and provide a modest profit for Johnstone. Johnstone
may develop seasonal or specialty marketing, advertising and promotional campaigns that you
may at your discretion and cost determine to participate in.

o Johnstone Supply’s current advertising programs include the publication and maintenance
of an electronic catalog, daily product information updates available in the PIM system,
monthly distribution of flyers in both electronic and print form, and newsletter email
templates designed for use with Constant Contact email marketing and social media
campaigns. Each year Johnstone Supply will provide JS Business Owners with a dollar
amount and guidelines for advertising spending that will be the obligation of or charged to
you. For 2021 the required advertising spend is zero ($0).

Selecting the Location of Branches

For converting JS Business Owners who were former members of the Cooperative and have
uninterrupted operation of the Branch, there is no additional time to select a location for the Branch.

Time Between Signing the Franchise Agreement and Opening

For converting JS Business Owners who were former members of the Cooperative and have
uninterrupted operation of the Branch, there is no additional time to needed to open the Branch.

Training and Development
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For converting JS Business Owners who were former members of the Cooperative and have
uninterrupted operation of the Branch, there is no additional training to be completed prior to execution
of the Distribution Agreement.

Information Technology Requirements

Johnstone Supply’s current policies regarding electronic communications, data transmissions,
and digital marketing between Johnstone Supply & JS Business Owners are set forth in the Johnstone
Manuals.

Table of Contents of Johnstone Manuals

All Cooperative members and non-member patrons have been provided with access to the
Johnstone Manuals, including revisions related to the Conversion. Therefore, no table of contents is
included in this disclosure document.
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ITEM 12
TERRITORY

You are granted the right to operate from a single approved location. Any requested relocation
of a Branch is subject to Johnstone Supply’s written approval. You will receive the right to operate a
Johnstone Supply-branded Branch or Branches within the assigned Territory, outlined on Schedule A
of your Distribution Agreement, which consists of the domiciled zip code of the Branch location and
every zip code that is adjacent to that domiciled zip code and for which it shares a common border. The
details of Territory assignment are set forth in the Johnstone Manuals. There is no minimum territory.

We have the sole discretion to grant you an expansion of the Territory or additional territories,
subject to the policies set forth in the Johnstone Manuals. We do not grant you any options, rights of
first refusal, or similar rights to acquire additional franchises.

You may terminate the Distribution Agreement (including all related Purchase Orders), on
Notice to us if we reduce the Territory granted to you, other than as authorized by the Distribution
Agreement.

You are provided limited territorial protection of their Territory. Subject to the transition
provisions of the Distribution Agreement (discussed below), you may not Solicit orders of Johnstone
Product Offerings within the assigned Territory of other JS Business Owners. Subject to the terms of
the Johnstone Manuals, you are not prohibited from fulfilling orders from outside of their assigned
Territory nor prohibited from Soliciting orders from an area that is unassigned to any other JS Business
Owners. No sale of Johnstone Product Offerings to a Customer located in your Territory through the
Specialty Sales Programs by any other JS Business Owner will be considered a violation of the
Distribution Agreement. We have the right to terminate your Distribution Agreement if the Minimum
Performance Requirements are not met; therefore, continuation of your limited territorial exclusivity
depends on achieving a certain sales volume, market penetration, or other contingency.

“Solicit” and “Solicitation” with respect to a Customer or prospective Customer means to
conduct sales and marketing activities either in person or remotely, electronically, digitally, by phone,
flyer, mailer, billboard, signage or other similar communications. Additional information regarding
Solicitation is set forth in the Johnstone Manuals.

During the first 12 months after the Distribution Agreement Effective Date (the “Transition
Period”), you may exercise the rights granted in the Distribution Agreement in both their Territory and
their former “Johnstone Patron Trade Area” (if there is any difference between them), provided that
during the Transition Period, any other former Johnstone Patron that is a current JS Business Owner
and has a Johnstone Patron Trade Area that also encompasses all or a portion of the Territory shall also
be authorized to act as a JS Business Owner in such Territory or Johnstone Patron Trade Area.

You may not sell current/active Johnstone Product Offerings via any public facing website
other than the Johnstone Supply website (e.g., eBay, Craigslist, Amazon storefronts, etc.).

Johnstone Supply does not operate or franchise, or currently plan to operate or franchise, any
business under a different trademark that sells or will sell goods or services similar to those that JS
Business Owners sell.
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ITEM 13
TRADEMARKS

We grant to you the right to operate a Branch under the marks “Johnstone” and “Johnstone
Supply” and to use our other current or future trademarks in its operation. By trademarks, we mean
trade names, trademarks, service marks, trade dress, and logos used to identify Johnstone Supply system
and Branches.

The following trademarks have been registered with the U.S. Patent and Trademark Office
(“USPTO”) and are owned by us. All required affidavits of continued use and renewals have been filed.

Registration No.: 1773286
Registered: May 25, 1993
Register: Principal

Registration No.: 3050713
Registered: 24-JAN-2006
Register: Principal

JOHNSTONE
Registration No.: 0949208
Registered: 26-DEC-1972
Register: Principal

dly

Registration No.: 6036282
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Registration No.: 1773287
Registered: May 25, 1993
Register: Principal

JOHNSTONE
Registration No.: 1816249
Registered: 11-JAN-1994
Register: Principal

JOHNSTONE SUPPLY
Registration No.: 2172387
Registered: 14-JUL-1998

Register: Principal

paval/el/



Registered: 21-APR-2020

Register: Principal Registration No.: 3839874
Registered: 31-AUG-2010
Register: Principal

PART STOCK o
Registration No.: 5613820 Pal'tmﬂi
Registered: 20-NOV-2018 -y
Register: Supplemental

Registration No.: 6481506
Registered: 14-SEP-2021
Register: Principal

You must use all trademarks in full compliance with our policies. You are specifically
authorized to use “Johnstone Supply” as part of the assumed business name of your Branch. You may
not use the trademarks in the sale of any unauthorized products or services, in any manner not authorized
in writing by us, or in any manner that is inconsistent with the franchise agreement.

There are no currently effective material determinations of the USPTO, the Trademark Trial
and Appeal Board (“TTAB”), the trademark administrator of any state or any court involving the
principal trademarks. There are also no pending infringement, opposition, or cancellation proceedings
or any pending material litigation involving the principal trademarks. There are no agreements currently
in effect that significantly limit our rights to use or license the use of the trademarks. We do not know
of any superior prior rights or infringing uses that could materially affect your use of the trademarks.

Neither the Distribution Agreement nor the License Agreement contain any provisions under
which we are required to defend or indemnify you against any (a) claims of infringement or unfair
competition arising out of your use of the trademarks; or (b) claim arising out of infringements,
imitations, illegal uses, or misuses of any trademark we license to you. We are not required to protect
your right to use the trademarks.

The License Agreement requires that you promptly give Notice in writing to us of any
infringements or suspected or threatened infringements, imitations, illegal uses, or misuses of the
trademarks that come to your attention. We have the right to control any administrative proceeding or
litigation involving the trademarks. We do not have to take affirmative action when notified of these
claims. You must also fully cooperate in defending or settling the litigation. You may not directly or
indirectly contest the validity or our ownership of the trademarks, use any term or design similar to our
trademarks, or otherwise make use of any trademark in a manner inconsistent with the Distribution
Agreement.

The Distribution Agreement contains a provision that limits your use and registration of any
domain names containing a trademark we license to you or any domain name similar to
johnstonesupply.com without the express written permission of Johnstone Supply. This provision
provides a license to use your specific johnstonesupply.com subdomain name. You must comply with
any additional policies and standards that we issue regarding web sites and web pages such as the “Web
Site Policy and Application Guidelines”. We will control the operation of the johnstonesupply.com
domain name, including your Branch’s subdomain. Any questions regarding these policies and
compliance should be directed to us.

If we deem it necessary for you to modify or discontinue use of a trademark, you shall comply
with our directions within ten (10) business days after we provide notice of our instructions. We will
not be required to reimburse you for any expenses associated with your modification or discontinuation
of a trademark we license to you, including any loss of goodwill associated with modifying or
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discontinuing your use of a mark or for any expenditures you make to promote a modified or substitute
trademark.
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ITEM 14
PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION

We do not own any patents that are material to your Branch or the Johnstone Supply system.
However, you may receive the right to use our proprietary information or material to which we claim
rights and interests, including copyrights. For example, these items include, but are not limited to,
marketing materials, manuals, guides, software, and databases, including our JXI™ software and
database (“JXI"™). Although these materials have not been registered with the United States Copyright
Office, we still claim copyrights in and to these materials and may seek such registrations in the future.

We do not have to take any action against the unauthorized use of this proprietary material by
third parties, but will respond to such unauthorized use as we think appropriate. We are not required to
defend you against any infringement, unfair competition or other claim connected with your use of any
of this material.

Unless otherwise agreed to under additional licenses (such as the JXI™ licensing agreement
noted below), if we deem it necessary for you to modify or discontinue use of subject matter covered
by a copyright, you shall comply with our instructions within ten (10) business days after our notice to
you. We will not be required to reimburse you for your expenses in modifying or discontinuing the use
of subject matter covered by a copyright or any loss of goodwill associated with any modified or
discontinued subject matter or for any expenditures made by you to promote a substitute.

As a Branch owner, one of the digital services offered to you is PartStock. To offer PartStock
to you, we have a licensing agreement (the “PartStock Agreement”) with the original developer,
Controls Center, Inc. The PartStock Agreement has permitted us to develop and improve upon the
original PartStock software and build it into what it is today. The PartStock Agreement also allows us
to license PartStock to you, which includes the right for you to sublicense PartStock to certain approved
Affiliates. Changes to this agreement could affect your ability to access and use PartStock. Unless
terminated at an earlier date, the current agreement we have with Controls Center, Inc. is effective until
January 1, 2039.

Under the terms the PartStock Agreement, we have an obligation to provide commercially
reasonable assistance to protect the software, and we will do so. We have no obligation to defend you
against any claims arising from your use of PartStock. Should any proceeding arise out of any
infringement, imitation, illegal use, or misuse of PartStock, we may control the action at our sole
discretion.

JXI™ Licensing

In addition to the Distribution Agreement, we may, from time to time, enter into licensing
arrangements with you for other proprietary material, such as our proprietary JXI™. For example, if
you would like to access and use JXI™, we will ask you to sign a specific JXI™ licensing agreement
(“JXI™ License”). We offer access and use of JXI™ “as is” and for your convenience as a Branch
owner. The JXI™ License grants a limited license to you regarding your use of JXI™ solely for internal
business use at your locations and also establishes the fees for such use. As a Branch owner, your license
to JXI™ will remain effective until you cease to be a JS Business Owner either of us terminates the
agreement. To note, your breach of the JXI™ License would constitute a breach of the franchise
agreement and vice versa.

Under the JXI™ License, we have no obligation to defend you against any claims arising from
your use of JXI™, In the event that any claims arise out of infringements, imitations, illegal uses, or
misuses of the JXI™, we may pursue and take over any action in our sole discretion. Modifications to
the terms of your use of JXI™ must be in writing and signed by both of us. However, at any time, we
may terminate the JXI™ License on thirty (30) days notice for whatever reason, including discontinuing
JXI™, We may do so at our sole discretion and without any additional obligation to you.

JXI™ and all other materials and information provided or disclosed to you regarding the
Johnstone Supply system are disclosed in confidence. Y ou may not disclose any part of this information
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to third parties and may only disclose this information to your representatives on a need-to-know basis
as further described in the Distribution Agreement. You also must agree not to contest our interest in
Johnstone Supply’s trade secrets, confidential and proprietary information, and the other intellectual
property that comprises the Johnstone Supply system.
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ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISE
BUSINESS

During the term of the Distribution Agreement, your business must be devoted to sales of
HVAC/R equipment and PS&A products. Sales of other products must be ancillary and related to your
existing business. You are not obligated to participate in the direct operation of Branches, although you
are encouraged to do so. There are no limits on whom you can hire as an on-premises supervisor. The
on-premises supervisor does not need to complete our training program and does not need to have an
equity interest in you in order to serve as the on-premises supervisor. You do not have to impose any
non-competition covenants on your manager. Your manager must comply with all confidentiality
restrictions contained in the Distribution Agreement and Johnstone Manuals.

Johnstone Supply may require the shareholders, members, partners and/or other owners of a JS
Business Owner to guaranty all obligations to Johnstone Supply and agree to pay the entire debt and all
collection costs. We have the right to require a spouse’s personal guaranty. We may also require a cross-
corporate guaranty of obligations related to your approved Affiliates.
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ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

Johnstone Supply does not restrict the types of goods and services that you may offer, except
as follows:

During the Term of the Distribution Agreement, your business must be devoted to sales of
HVAC/R equipment and PS&A products. Sales of other products must be ancillary and related to your
existing business. Johnstone Product Offerings may change from time to time in our discretion.
However, we must provide 90 days’ prior notice before discontinuance, allow a “Last-Time Buy
Period,” and repurchase some of the inventory as provided in Article VII of the Distribution Agreement.
See Item 11 for more information.

You must meet the Minimum Purchase Percentage Requirements and other Minimum
Performance Requirements set forth in Sections 2.08 and 5.01 of the Distribution Agreement.

Y ou may not engage in any other business through a Licensed Johnstone Mark-branded Branch
or through any internet site or other online sales process (other than the Johnstone Online Sales
Program) that references the Johnstone Intellectual Property.

During the Term of the Distribution Agreement, neither your, nor any holder of an equity
interest in you may either directly or indirectly: (a) operate, own, manage, or be employed by or consult
with, any Competitive Business other than one operated under the Distribution Agreement, or any
business or other venture offering or selling franchises or licenses for a Competitive Business; (b) divert
or attempt to divert any Customer or potential Customer to any competitor of Johnstone Supply or any
Affiliate of Johnstone Supply; (c) hire, offer to hire, entice away, solicit, or in any other way persuade
or attempt to persuade any employee, officer, director, or independent contractor of Johnstone Supply
or any Affiliate of Johnstone Supply, to leave the employ of, or to terminate any business relationship
with, Johnstone Supply or any Affiliate of Johnstone Supply, during the term of such employment or
relationship and for one (1) year thereafter, without the prior written consent of Johnstone Supply,
which shall not be unreasonably withheld; or (d) otherwise interfere with the business activities of
Johnstone Supply or any Affiliate of Johnstone Supply with respect to any of the foregoing. This
restriction will also bind any former holder of an equity interest in you and your approved Affiliates for
a period of one (1) year after transfer of such interest.

Except as provided in the Distribution Agreement, you shall not appoint any subdistributor or
other Person to resell or distribute Johnstone Product Offerings. You may appoint the approved
Affiliate(s) listed on Schedule C of the Distribution Agreement, referred to as a “JSBO Affiliate”, as a
subdistributor of the Johnstone Product Offerings, provided that they meet the requirements set forth in
Section 2.07 of the Distribution Agreement and execute the required joinder and other agreements
referenced therein.

See Items 8 and 9 for more specific information on restrictions covering what you may sell.
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ITEM 17
RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION

FRANCHISE RELATIONSHIP

These tables list certain important provisions of the Distribution Agreement. You should
read these provisions in the Distribution Agreement attached to this disclosure document.

Section in
Distribution
Provision Agreement Summary

a. Length of the Section 2.04 Initial term commences on the Effective Date and

franchise term continues until December 31, 2026, unless earlier
terminated as provided in the Distribution
Agreement or under applicable Law.

Section 6.1 of | Same term as Distribution Agreement.
License
Agreement

b. Renewal or extension | Section 2.05 On or before the 4™ anniversary of the Effective
Date, either Party may give Notice of nonrenewal for
any reason. Without such Notice, and provided that
you are in full compliance with the Distribution
Agreement and satisfies the applicable requirements,
the relationship will renew for successive 3-year
terms unless and until either Party provides Notice of
nonrenewal at least 1 year before the end of the then-
current term or unless and until earlier terminated as
provided under the Distribution Agreement or
applicable Law.

c. Requirements for you | Sections 2.05, | You must be in full compliance with the Distribution
to renew or extend 5.02 Agreement and satisfy the applicable requirements,
including Minimum Performance Requirements.

The Minimum Performance Requirements are:

(a) satisfaction of the Minimum Purchase Percentage
Requirement; (b) satisfaction of minimum dollar
purchase requirements in excess of $1,500,000
multiplied by the number of Branch locations in the
Territory which have been opened a minimum of 2
years; (c) satisfaction of required annual sales
performance goals in the Region; and (d) satisfaction
of minimum product assortment and inventory levels
in each major product category as outlined in the
Johnstone Manuals.

d. Termination by you | Section 3.01 You may terminate on Notice to Johnstone Supply
for cause. Termination is effective on Johnstone
Supply’s receipt of your Notice of termination
(subject to any applicable cure period) or any later
date set forth in the Notice.
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Termination by us
without cause

Not Applicable

Termination by us
with cause

Section 3.02

Johnstone Supply may terminate the Distribution
Agreement on Notice to you for cause including if
Johnstone Supply terminates the License Agreement.
Termination is effective on your receipt of Johnstone
Supply’s Notice of termination (subject to any
applicable cure period) or any later date set forth in
the Notice.

Section 7.1 of
License
Agreement

Johnstone Supply may terminate the License
Agreement on Notice to you for cause including if
Johnstone Supply terminates the Distribution
Agreement. Termination is effective on your receipt
of Johnstone Supply’s Notice of termination (subject
to any applicable cure period) or any later date set
forth in the Notice.

g.

“Cause” defined-
curable defaults

Sections 3.01,
3.02

Curable defaults by Johnstone Supply include:
failure to meet the Johnstone Service Requirements
(1 year); material breach of the Distribution
Agreement (90 days); failure to make a timely
payment of any amount due to you that is not the
subject of a good-faith dispute (30 days).

Curable defaults by you include: failure to meet the
Minimum Performance Requirements (1 year);
material breach of the Distribution Agreement (90
days); failure to make timely payment of any amount
due to Johnstone Supply that is not the subject of a
good-faith dispute (30 days); becoming insolvent or
becoming the subject of bankruptcy or related
proceeding (90 days).

Section 7.1 of
License
Agreement

Curable defaults by you under License Agreement
include: breach of the License Agreement (30 days).

h.

“Cause” defined-
non-curable defaults

Sections 3.01,
3.02

Non-curable defaults by Johnstone Supply include:
knowingly maintaining false books or records or
knowingly submitting any report required under
Section 13.01 of the Distribution Agreement that is
knowingly false; engaging in any conduct or practice
that is fraudulent, unethical, or deceptive or that
knowingly damages or knowingly tarnishes the
Licensed Johnstone Marks; violation of the
confidentiality provisions under Article XII of the
Distribution Agreement; reduction of the Territory
granted to you, other than as authorized by the
Distribution Agreement.

Non-curable defaults by you include: completion of
or attempt to complete an Assignment not in
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compliance with the Distribution Agreement;
knowingly maintaining false books or records or
knowingly submitting any false reports; engaging in
any conduct or practice that is fraudulent, unethical,
or deceptive or that knowingly damages or
knowingly tarnishes the Licensed Johnstone Marks;
breach of the confidentiality provisions in Article
XII.

Section 7.1 of
License
Agreement

Non-curable defaults under License Agreement by
you include: (a) material failure to comply with
applicable law in (i) the use of the Licensed
Johnstone Intellectual Property; or (ii) the conduct of
your business; (b) in the event of (i) its voluntary or
involuntary insolvency, (ii) your commission of an
action of bankruptcy, (iii) adjudication of
bankruptcy, (iv) filing of a petition for voluntary or
involuntary bankruptcy or similar proceeding, (v) an
agreement between you and your creditors generally
is entered into providing for extension or
composition of debt, (vi) a receiver is appointed to
administer its assets, or (vii) its assets are liquidated;
(c) in the event of use of any of the Licensed
Johnstone Intellectual Property in any manner that
exceeds the scope of the license granted in Section
2.1 or is otherwise inconsistent with the terms of the
License Agreement; (d) in the event you fail to
comply with your obligation to use the Licensed
Johnstone Intellectual Property in a manner
consistent with Section 3.3; or (e) in the event of the
termination of the Distribution Agreement.

i.  Your obligations on
termination/
nonrenewal

Section 3.03

Obligations include: destroy Confidential
Information; cease usage of all Johnstone Intellectual

Property

Section 6.2 of

Obligations include: cease usage, and return, all

Agreement and
Section

License Johnstone Intellectual Property
Agreement
j- Assignment of Section Johnstone Supply may not assign without your prior
contract by us 19.10(a) of written consent, provided that Johnstone Supply may
Distribution assign without your prior written consent (i) to any

of its Affiliates, or (ii) in the event of a corporate
reorganization, consolidation, merger, or acquisition.

12.10(a) of
License
Agreement
k. “Assignment” by Section Any sale, assignment, or transfer of the Distribution
you- defined 19.10(b) of Agreement or any of its rights, interests, duties,

obligations, or remedies associated with the
Distribution Agreement, whether by operation of
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Distribution
Agreement

law, contract, or otherwise. If you are a corporation,
partnership, limited liability company, or other form
of business entity, (i) any direct or indirect transfer
or the issuance of 25% or more of the equity
interests of, or voting rights in, you or (ii) any
merger or amalgamation of you with, or any sale of
all or substantially all of the assets of you to, one or
more third parties (a “Change of Control”).

1. Our approval of
assignment by you

Section
19.10(b)

No assignment without Johnstone Supply’s prior
written approval.

Section
12.10(b) of
License
Agreement

You will not sell, assign, or otherwise transfer the
License Agreement or any of its rights, interests,
duties, obligations, or remedies associated with the
License Agreement, whether by operation of law,
contract, or otherwise, without prior written approval
from Johnstone Supply, and the License Agreement
will not be sold, assigned or otherwise transferred by
you except in connection with the simultaneous sale,
assignment or transfer, as applicable, of the
Distribution Agreement.

m. Conditions for our
approval of
assignment

Section
19.10(c)

Conditions include: assignee qualified; execution of
a new Distribution Agreement with Johnstone
Supply; compliance of all contractual obligations to
Johnstone Supply; all of your accrued money
obligations are satisfied; all equity interests in
Johnstone Supply and/or its Affiliates held by you
are liquidated or transferred as required by the
Johnstone Organizational Documents; subject to the
Right of First Refusal and Exit Auction provisions.

n. Our right of first
refusal to acquire
your business

Section
19.10(d)

Johnstone Supply or its designee can match any offer
to effectuate an Assignment, at any time from and
after the 2-year anniversary of the Effective Date.

The Right of First Refusal does not apply to a
Change of Control where the only transfer being
made is of an equity interest in you from an existing
equity holder to any member of the Family Group of
such equity holder.

“Family Group” means any of (i) the applicable
equity holder’s or its direct or indirect owner’s
spouse and descendants (whether natural or adopted)
and any trust solely for the benefit of the applicable
equity holder or its direct or indirect owner and/or
the applicable equity holder’s or its direct or indirect
owner’s spouse and/or descendants, and (ii) the
applicable equity holder’s or its direct or indirect
owner’s mother-in-law, father-in-law, son-in-law,
daughter-in-law, brother-in-law, or sister-in-law
provided that any such individual was involved on a
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full-time basis with the business of you for at least
twelve (12) months prior to the contemplated
transfer.

disability

0. Our option to Not Applicable | See above.
purchase your
business

p. Your death or Not Applicable

g. Non-competition
covenants during the
term of the franchise

Section 2.08

The Distribution Agreement does not preclude you
from engaging in the sale or distribution of other
goods and products except as follows: (a) you must
meet the Minimum Purchase Percentage
Requirement; (b) your business must be devoted to
sales of HVAC/R equipment and PS&A products;
(¢) you will not be involved in a Competitive
Business, attempt to divert customers to any
competitor, persuade a Johnstone employee to leave
Johnstone, or otherwise interfere with Johnston’s
business activities; (d) you may not purchase any
available and in-stock Johnstone Product Offerings
other than from Johnstone.

r. Non-competition
covenants after the
franchise is
terminated or expires

Section 2.08

The non-competition provisions of Section 2.08 will
bind any former holder of an equity interest in you
and approved Affiliates for a period of one (1) year
after transfer of such interest.

s. Modification of the
agreement

Section 19.08
of Distribution
Agreement and
Section 12.4 of
License
Agreement

No modification is effective unless it is in writing,
identified as a modification and signed by an
authorized Representative of each Party.

t. Integration/merger
clause

Sections 4.01,
19.02 of
Distribution
Agreement &
Section 12.1 of

The express terms and conditions contained in the
Distribution Agreement (together with the Exhibits,
Schedules, the Johnstone Manuals, and the Purchase
Orders) exclusively govern and control each Party’s
respective rights and obligations.
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License

Agreement
u. Dispute resolution by | Section Any dispute, controversy, or claim arising out of or
arbitration or 19.14(b) of relating to the Distribution Agreement, or the breach,
mediation Distribution termination or invalidity hereof (each, a “Dispute”),
Agreement. shall be submitted for negotiation and resolution to

the Chief Executive Officer and Chief Financial
Officer of Johnstone Supply (or to such other person
of equivalent or superior position designated by
Johnstone Supply in a written Notice to you) and
your designated officer (or to such other person of
equivalent or superior position designated by you in
a written Notice to Johnstone Supply), by delivery of
written Notice (each, a “Dispute Notice”) from either
Party to the other Party. Such Persons shall negotiate
in good faith to resolve the Dispute. If the Parties
cannot resolve any Dispute within thirty (30) days
after delivery of the applicable Dispute Notice, either
party may initiate arbitration in accordance with the
Distribution Agreement.

Any Dispute between the Parties will be exclusively
resolved through binding arbitration in Wilmington,
Delaware, before a single, independent arbitrator,
using the facilities and commercial arbitration rules
of the American Arbitration Association. The Parties
will jointly share the costs of the arbitrators’ fees and
the fees payable to the AAA, but each Party shall
bear its own legal fees and other legal expenses. The
provisions of the Federal Arbitration Act, Title 9 US
Code, will govern arbitration under the Distribution
Agreement, except to the extent it is inconsistent
with any provision of the Distribution Agreement.

Section 11.1 of
License
Agreement

Jurisdiction and venue in any suit, action or
proceeding brought by any Party shall lie in any
federal or state courts located in Delaware. The
Parties irrevocably agree that venue would be proper
in such court, and hereby waive any objection that
any such court is an improper or inconvenient forum
for the resolution of such suit, action or proceeding.
The Parties further agree that the mailing by certified
or registered mail, return receipt requested, of any
process required by any such court shall constitute
valid and lawful service of process against them,
without necessity for service by any other means
provided by statute or rule of court.

v. Choice of forum

Section
19.14(b) of

Arbitration under the Distribution Agreement will be
in Wilmington, Delaware.

505101671.9

52




Distribution
Agreement.

Section 11.1 of
License
Agreement

Jurisdiction and venue will lie in any federal or state
courts located in Delaware.

w. Choice of law

Section 19.13
of Distribution
Agreement &
Section 11.1 of
License
Agreement

Delaware law applies.

Certain states require franchisors to make additional disclosures related to the information
contained in this disclosure document. These disclosures are contained in Exhibit J to this disclosure

document.
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ITEM 18
PUBLIC FIGURES

We do not use any public figure to promote the Johnstone Supply system.
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ITEM 19
FINANCIAL PERFORMANCE REPRESENTATION

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

Johnstone Supply does not make any representations about a JS Business Owner’s future
financial performance or the past financial performance of Branches. Johnstone Supply also does not
authorize our employees or representatives to make any such representations either orally or in writing.
JS Business Owners converting an existing Branch or receiving transfer of a Branch may be provided
with the actual records of that Branch. If you receive any other financial performance information or
projections of future income, you should report it to Johnstone Supply’s management by contacting
Mark Askew, VP of Membership, Johnstone Supply, at 11632 NE Ainsworth Circle, Portland, Oregon
97220, or (503) 419-9079, or Mark.Askew(@johnstonesupply.com; the Federal Trade Commission; and
the appropriate state regulatory agencies.
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ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

As noted in the introduction, Johnstone Supply has been a supply cooperative serving its
member and non-member patrons prior to the Conversion. Therefore there have been no “Franchised”,
“Company Owned”, or “Affiliate Owned” outlets as of April 30 of each fiscal year.

Table No. 1
System-Wide Outlet Summary for Years 2019 to 2021

OutetType | Year | (RO Ve | Endof the veur | Nt Chane
2019 0 0 0
Franchised 2020 0 0 0
2021 0 0 0
2019 0 0 0
Company-Owned 2020 0 0 0
2021 0 0 0
2019 0 0 0
Affiliate-Owned 2020 0 0 0
2021 0 0 0
2019 0 0 0
Total Outlets 2020 0 0 0
2021 0 0 0

Table No. 2
Transfers of Outlets from Franchisees to New Owners
(Other than Johnstone)
For Years 2019 to 2021

Number of

Outlet Type Year Transfers

2019
Franchised 2020
2021
2019
Company-Owned 2020
2021
2019
Affiliate-Owned 2020
2021
2019
Total Outlets 2020
2021

O O O O O O O O O O O ©
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Table No. 3
Status of Franchised Outlets for Years 2019 to 2021

Outlets
At Ceased
Start Reacquired | Operations | Outlets at
Outlet of Qutlets Non- by — Other End of
Type Year | Year | Opened | Terminations | Renewals | Johnstone Reason Year
2019 0 0 0 0 0 0 0
Franchised | 2020 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
2019 0 0 0 0 0 0 0
Total
Outlets 2020 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Table No. 4
Status of Company- and affiliate- Owned Outlets for Years 2019 to 2021
Outlets
At Ceased
Start Reacquired | Operations | Outlets at
Outlet of Outlets Non- by — Other End of
Type Year | Year | Opened | Terminations | Renewals | Johnstone Reason Year
2019 0 0 0 0 0 0 0
Company- 7550 0 0 0 0 0 0 0
Owned
2021 0 0 0 0 0 0 0
B 2019 0 0 0 0 0 0 0
Affiliate- =555 0 0 0 0 0 0 0
Owned
2021 0 0 0 0 0 0 0
2019 0 0 0 0 0 0 0
Total
Outlets 2020 0 0 0 0 0 0 0
2021 0 0 0 0 0 0 0
Table No. 5
Projected Openings as of April 30,2021(4)
Franchise Agreements Projected New Cf:;? Z;tefiol\i;:z d
State Signed But Outlet Not | Franchise Outlet in the P . y
. Outlet in the Next
Opened Next Fiscal Year .
Fiscal Year
Alabama 0 7 0
Alaska 0 1 0
Arizona 0 7 0
Arkansas 0 4 0
California 0 41 0
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Colorado 4

Connecticut 3

Delaware 3

District of

Columbia 0 0 0
Florida 0 34 0
Georgia 0 12 0
Hawaii 0 2 0
Idaho 0 2 0
Illinois 0 19 0
Indiana 0 11 0
Towa 0 6 0
Kansas 0 3 0
Kentucky 0 11 0
Louisiana 0 6 0
Maine 0 2 0
Maryland 0 6 0
Massachusetts 0 9 0
Michigan 0 23 0
Minnesota 0 6 0
Mississippi 0 2 0
Missouri 0 13 0
Montana 0 2 0
Nebraska 0 4 0
Nevada 0 4 0
New Hampshire 0 0 0
New Jersey 0 13 0
New Mexico 0 6 0
New York 0 15 0
North Carolina 0 18 0
North Dakota 0 1 0
Ohio 0 10 0
Oklahoma 0 8 0
Oregon 0 5 0
Pennsylvania 0 18 0
Rhode Island 0 1 0
South Carolina 0 12 0
South Dakota 0 2 0
Tennessee 0 13 0
Texas 0 44 0
Utah 0 3 0
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Vermont 0 0

Virginia 0 9 0

Washington 0 13 0

West Virginia 0 3 0

Wisconsin 0 9 0

Wyoming 0 0 0

Guam 0 1 0

Ontario, Canada 0 4 0

Total 0 455 0

NOTES

(1)  Because this disclosure document relates to converting Branches, there were no franchisees as
of April 30, 2021 (the most recently completed fiscal year).

(2)  Because this disclosure document relates to converting Branches, there were no franchisees
who had a Branch terminated, cancelled, not renewed or who otherwise voluntarily or
involuntarily ceased to do business under a franchise agreement during the most recently
completed fiscal year, franchisees transferred, franchisees who left the system for other reasons
or who have not communicated with Johnstone Supply in the 10 weeks prior to the issuance
date of this disclosure document. If you buy this franchise, your contact information may be
disclosed to other buyers when you leave the franchise system.

(3) During the last three fiscal years, Johnstone Supply has not signed any confidentiality
agreements with current or former franchisees that would restrict them from speaking openly
with you about their experiences with us.

(4)  Because this disclosure document relates to the Conversion of the Cooperative, Table 5

includes the expected conversion of all 446 existing Branches by JS Business Owners, as well
as the expected opening of 9 new Branches by JS Business Owners post-Conversion.
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ITEM 21
FINANCIAL STATEMENTS

Johnstone Supply’s fiscal year end is April 30 of each year. Included in this disclosure
document is our (a) audited financial statements for the fiscal years ending April 30, 2019, April 30,
2020 and April 30, 2021; and (b) unaudited balance sheet as of August 31, 2021 and profit and loss
statement for the period of operation from January 1, 2021 through August 31, 2021.
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ITEM 22
CONTRACTS

Exhibit A: Distribution Agreement

Exhibit B: Contribution Election Form
Exhibit C: Owner’s Certificate and Indemnity
Exhibit D: Equity Holders’ Agreement
Exhibit F: Security Agreement

Exhibit G: Personal Guaranty

Exhibit H: Cross-Corporate Guaranty

Exhibit J: State-Specific Addenda

PN B DD =
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ITEM 23
RECEIPT

Two copies of the Receipt page are attached to this Disclosure Document as Exhibit L.
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EXHIBIT A
DISTRIBUTION AGREEMENT

[Attached)]



DISTRIBUTION AGREEMENT
between
[JS BUSINESS OWNER]
and
JOHNSTONE SUPPLY, LLC
dated as of

[DATE]
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DISTRIBUTION AGREEMENT

This Distribution Agreement (the “Agreement’), dated and effective as of [Date], 2021 (the
“Effective Date”), is between [Corporate Name], a [Jurisdiction of Organization] [Corporate Form] (“JS
Business Owner”) and the JSBO Affiliates that are signatories hereto and Johnstone Supply, LLC, a
Delaware limited liability company (“Johnstone,” and together with JS Business Owner, the “Parties,” and
each, a “Party”).

RECITALS

WHEREAS, for four (4) decades prior to the Effective Date, the Cooperative was a wholesale
distribution cooperative (organized as an Oregon cooperative) with Johnstone Patrons operating in forty-
seven (47) US states and Canada;

WHEREAS, with the support of Johnstone Patrons, the Cooperative has converted into Johnstone,
a non-cooperative limited liability company, in order to maximize growth opportunities and improve
operating efficiencies for the benefit of Johnstone and the former Johnstone Patrons;

WHEREAS, Johnstone is a wholesale distributor of the Johnstone Product Offerings;

WHEREAS, JS Business Owner is in the business of selling certain HVAC/R products, equipment,
parts, supplies, accessories, and related items into the residential and light commercial end markets;

WHEREAS, Johnstone wishes to sell the Johnstone Product Offerings to JS Business Owner and
appoint JS Business Owner as an exclusive distributor for Johnstone Product Offerings in the Territory, and
JS Business Owner wishes to purchase the Johnstone Product Offerings from Johnstone and resell the
Johnstone Product Offerings to Customers in the Territory, in each case subject to the terms and conditions
of this Agreement; and

WHEREAS, JS Business Owner, if it was a Johnstone Patron, will execute this Agreement together
with the Owner’s Certificate of Indemnity, Equity Holders Agreement, License Agreement, and certain
other Transaction Documents contemplated by the Conversion and Merger Agreement (as defined herein).

NOW, THEREFORE, in consideration of the mutual covenants, terms, and conditions set forth
herein, and for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Parties agree as follows:

ARTICLE 1
DEFINITIONS

Capitalized terms have the meanings set forth in this Section or in the Section in which they are
otherwise defined in this Agreement.

“AAA” has the meaning provided in Section 19.14(b).

“Action” means any claim, action, cause of action, demand, lawsuit, arbitration, inquiry, audit,
notice of violation, proceeding, litigation, citation, summons, subpoena, or investigation of any nature, civil,
criminal, administrative, regulatory, or other, whether at law, in equity, or otherwise.

“Advisory Board” means a group of JS Business Owners selected by JS Business Owners that will
assist and advise Johnstone in connection with Johnstone’s distribution business in accordance with the



Charter of the Advisory Board of Johnstone Supply, LLC; attached hereto as Exhibit 2; a copy of which is
also available in the Johnstone Manuals.

“Affiliate” of a Person means any other Person that directly or indirectly, through one or more
intermediaries, Controls, is Controlled by, or is under common Control with, this Person.

“Annual Business Plan” has the meaning provided in Section 5.01(k).
“Annual Sales Performance Goals” has the meaning provided in Section 5.02(c).

“Assignment” has the meaning provided in Section 19.10(b).

“Assignment Notice” has the meaning provided in Section 19.10(d).
“Branch” means each sales outlet operated by a JS Business Owner in its assigned Territory.
“Business Day” means any day except Saturday, Sunday, or a federal holiday.

“Change of Control” has the meaning provided in Section 19.10(b).

“Competitive Business” means any business primarily engaged in the distribution, marketing, or
sale of HVAC/R equipment or other products of the type provided by Johnstone.

“Confidential Information” has the meaning provided in Section 12.01.

“Control” (and with correlative meanings, the terms “Controlled by” and “under common Control
with”’) means, regarding any Person, the possession, directly or indirectly, of the power to direct or cause
the direction of the management or policies of another Person, whether through the ownership of voting
securities, by contract, or otherwise.

“Conversion and Merger Agreement’ means that certain Agreement and Plan of Conversion
and Merger, dated as of August 24, 2021 by and among the Cooperative, the Members’ Representatives
named therein, Johnstone Supply Buyer, LLC and Annandale Merger Sub, LLC.

“Cooperative” means Johnstone Supply, Inc., an Oregon cooperative corporation prior to
conversion to a Delaware limited liability company.

“Customer” means a purchaser that (a) purchases Johnstone Product Offerings from any JS
Business Owners for the purposes of resale to End Users; (b) is authenticated by the JS Business Owners
as a contractor, facilities manager, or other similar business; and (c) is directly involved in the installation,
maintenance, or repair of said products, as further defined and subject to the limitations set forth in the
Johnstone Manuals. Johnstone, at its sole discretion, may from time to time modify or adapt this definition.

“Disclosing Party” has the meaning provided in Section 12.01.

“Dispute” has the meaning provided in Section 19.14(a).

“Dispute Notice” has the meaning provided in Section 19.14(a).

“End User” means the final purchaser that has acquired Johnstone Product Offerings from JS
Business Owner or JS Business Owner’s Customer for its own and its Affiliates’ internal use and not for
resale, remarketing, or distribution.



“Equipment Manufacturers” has the meaning provided in Section 10.03(a).

“ERP System” means a Johnstone-approved enterprise resource planning system utilized to
transmit data between Johnstone and JS Business Owner.

“Exit Auction” has the meaning provided in Section 19.10(¢).

“Exit Notice” has the meaning provided in Section 19.10(e).

“Family Group” has the meaning provided in Section 19.10(d).

“Federal Arbitration Act’ has the meaning provided in Section 19.14(b).

“Fiscal Year” means Johnstone’s fiscal year, which ends on April 30, and begins on May 1 of each
calendar year.

“Force Majeure Event” has the meaning provided in Section 19.17.

“Forecast” means, regarding any applicable period, a good-faith forecast of JS Business Owner’s
sales and product demand during the period, by applicable categories of Johnstone Product Offerings, which
approximates, as nearly as possible based on information available at the time to JS Business Owner, the
Purchase Orders JS Business Owner will place in the applicable period.

“Franchise Laws” means the Federal Trade Commission Rule of Franchising and any other
domestic or foreign Law regulating the offer or sale of franchises, or governing the relationships between
franchisors and franchisees.

“Governmental Authority” means any federal, state, local, or foreign government or political
subdivision thereof, or any agency or instrumentality of the government or political subdivision, or any
self-regulated organization or other non-governmental regulatory authority, or quasi-governmental
authority (to the extent that the rules, regulations, or orders of this organization or authority have the force
of Law), or any arbitrator, court, or tribunal of competent jurisdiction.

“Governmental Order” means any order, writ, judgment, injunction, decree, stipulation, award, or
determination entered by or with any Governmental Authority.

“Group Purchasing Programs” means programs offered by Johnstone to JS Business Owners to
obtain discounts or other benefits from vendors based on the collective participation of JS Business Owners,

including insurance offerings, office and warehouse supplies purchased, and small parcel delivery services.

“HVAC/R” means heating, ventilation, air conditioning, and refrigeration products or services, as
applicable in each case for the residential and light commercial end markets.

“Indemnified Party” means Johnstone Indemnified Party or JS Business Owner Indemnified Party,
as applicable.

“Indemnifying Party” means Johnstone Indemnifying Party or JS Business Owner Indemnifying
Party, as applicable.

“Initial Term” has the meaning provided in Section 2.04.



“Intellectual Property Rights” means all industrial and other intellectual property rights
comprising or relating to: (a) patents; (b) trademarks; (c) internet domain names, whether or not registered
by any authorized private registrar or Governmental Authority, web addresses, web pages, website, and
URLs; (d) works of authorship, expressions, designs, and design registrations, whether or not copyrightable,
including copyrights and copyrightable works, software, and firmware, data, data files, and databases and
other specifications and documentation; (¢) trade secrets; and (f) all industrial and other intellectual property
rights, and all rights, interests, and protections that are associated with, equivalent or similar to, or required
for the exercise of, any of the foregoing, however arising, in each case whether registered or unregistered
and including all registrations and applications for, and renewals or extensions of, these rights or forms of
protection under the Laws of any jurisdiction throughout in any part of the world.

“Johnstone Indemnified Party” has the meaning provided in Section 16.01.
“Johnstone Indemnifying Party” has the meaning provided in Section 16.02.

“Johnstone Intellectual Property” means all Intellectual Property Rights owned by Johnstone and
which Johnstone from time-to-time in writing may authorize JS Business Owner to use on or in connection
with the Johnstone Product Offerings as a licensed distributor. Specifically, Johnstone Intellectual Property
includes the Licensed Johnstone Marks, the Licensed Software, and any additional intellectual property
specified in the License Agreement.

“Johnstone Manuals” means the manual of Johnstone’s policies and procedures, as amended or
updated from time to time in the sole and reasonable discretion of Johnstone, including through policy
communications to JS Business Owner.

“Johnstone Multi-Territory Customer Sales Program” means the sales program established by
Johnstone to service Multi-Territory Customer accounts.

“Johnstone Online Sales Program” means the online sales program established by Johnstone for
the marketing and servicing of existing Customers, attraction of new Customers, and sales digitally via
internet websites, mobile applications, or other digital methods for the benefit of Johnstone and its
distributors.

“Johnstone Organizational Documents” means the certificate of formation, limited liability
company agreement, and other organizational documents of Johnstone and its Affiliates, as may be
amended from time to time.

“Johnstone Patron Trade Area” has the meaning set forth in Schedule A.
“Johnstone Patrons” means each of the former members of the Cooperative and their Affiliates.

“Johnstone Product Offerings” means HVAC/R equipment and PS&A that are offered for sale by
Johnstone into the residential and light commercial end markets and either (i) to be shipped to JS Business
Owners from a Johnstone distribution center, (ii) shipped through a Johnstone-approved direct shipment or
(iii) shipped through a direct purchase program from the manufacturer to the JS Business Owners, as
designated by Johnstone.

“Johnstone Service Requirements” has the meaning provided in Section 6.01(e).

“Johnstone University” means the product, technical, and business training program (as well as
any accompanying materials) offered by Johnstone to JS Business Owners and their Customers.



“JS Business Owner” has the meaning set forth in the preamble of this Agreement. For avoidance
of doubt, reference to “JS Business Owners” means, collectively, all distributors appointed by Johnstone,
and reference to a “business owner” is not intended to and shall not convey any ownership or other interest
in the assets of Johnstone (including the Licensed Johnstone Marks) except as expressly set forth in this
Agreement, the License Agreement, and the Johnstone Organizational Documents.

“JS Business Owner Indemnified Party” has the meaning provided in Section 16.02.
“JS Business Owner Indemnifying Party” has the meaning provided in Section 16.01.
“JSBO Affiliate” has the meaning provided in Section 2.07.

“Last-Time Buy Period” has the meaning provided in Section 7.02.

“Law” means any statute, law, ordinance, regulation, rule, code, constitution, treaty, common law,
Governmental Order, or other requirement or rule of law of any Governmental Authority.

“License Agreement” has the meaning provided in Section 2.01(a).

“Licensed Johnstone Marks” means any designations of source, sponsorship, association, or origin
owned by Johnstone, including any trademarks, service marks, trade dress, trade names, brand names,
logos, corporate names, or domain names, as specified in the License Agreement.

“Licensed Software” means any electronic tools developed or otherwise owned by Johnstone, any
mobile applications, database search engines, and contractor selling tools as specified in the License
Agreement as well as any version updates to the foregoing.

“Losses” has the meaning provided in Section 16.01.

“Manufacturer Reimbursement Programs” has the meaning provided in Section 10.03(a).

“Minimum Performance Requirements” are those JS Business Owner performance standards set
forth in Section 5.02.

“Minimum Purchase Percentage Requirement” has the meaning given to it in Section 2.08(a).

“Multi-Territory Customer” means any Customer that, on its own behalf or through agents,
Affiliates, buying groups, or other third parties owns, manages, Controls or otherwise operates a business
in more than one location whose presence is not confined within any one particular JS Business Owner’s
Territory regardless of purchase volumes. These encompass Customers that were previously referred to by
the Cooperative as “Strategic” or “National Accounts”. Identification of a Customer as a Multi-Territory
Customer shall be determined by Johnstone in its sole discretion.

“Notice” has the meaning provided in Section 19.04.

“Notify” has the meaning provided in Section 19.04.

“Order Acknowledgment” has the meaning provided in Section 8.03.

“Person” means any individual, partnership, corporation, trust, limited liability entity,
unincorporated organization, association, Governmental Authority, or any other entity.



“Personnel” means agents, employees, or subcontractors engaged or appointed by Johnstone or JS
Business Owner.

“Preferred Carriers” has the meaning provided in Section 9.01.

“Prices” has the meaning provided in Section 10.01.

“Product Markups” has the meaning provided in Section 10.02.

“PS&A” means parts, supplies, and accessories associated with HVAC/R equipment.

“Purchase Order” means the purchase order generated by transmission of JS Business Owner’s
order request into the applicable ERP System or, where circumstances do not otherwise permit transmission
via the applicable ERP System, manually submitted.

“Put Right” has the meaning provided in Section 19.10(f).

“Put Right Notice” has the meaning provided in Section 19.10(f).

“Receiving Party” has the meaning provided in Section 12.01.

“Region” means the geographic areas sharing similar HVAC/R climate characteristics and market
needs as detailed in the Johnstone Manuals. Regions will generally align with those published by the
Heating Air-Conditioning & Refrigeration Distributors International association, as modified to meet
Johnstone’s operations. JS Business Owner’s Region is set forth on Schedule A.

“Renewal Term” has the meaning provided in Section 2.05.

“Representatives” means a Party’s Affiliates, employees, officers, directors, partners, shareholders,
agents, attorneys, third-party advisors, successors, and permitted assigns.

“Right of First Refusal” has the meaning provided in Section 19.10(d).

“Service Area” means an area which is deemed serviceable by a Branch location that consists of
all zip codes whose geographical center is closer to the Branch location than any other Branch location, but
whose distance does not exceed a maximum of fifty (50) miles in any direction.

“SKU” means the applicable stock keeping unit.

“Shipping Point” means: (a) for shipments from a Johnstone distribution center, the relevant
Johnstone distribution center, and (b) for shipments through a Johnstone-approved direct shipment program
from the manufacturer to a JS Business Owner, the manufacturer’s shipping dock.

“Solicit” and “Solicitation” with respect to a Customer or prospective Customer means to conduct
sales and marketing activities either in person or remotely, electronically, digitally, by phone, flyer, mailer,
billboard, signage or other similar communications. Johnstone’s policies with respect to Soliciting
Customers are set forth in the Johnstone Manuals.

“Specialty Sales Program(s)” means promotional and other sales programs offered to Customers,
and includes the Johnstone Multi-Territory Customer Sales Program and Johnstone Online Sales Program,
and may include other programs as determined in Johnstone’s reasonable discretion.



“Strategic Plan Alignment Program” means the program in which JS Business Owners will meet
with Johnstone annually (unless otherwise determined on an individual basis) to conduct a business review
of key performance metrics, performance toward achieving those metrics, stated plans and goals to achieve
metrics, and/or challenges to meeting overall sales, purchases and brand representation goals.

“Term” has the meaning set forth in Section 2.05.

“Territory” means the domiciled zip code of a Branch location and every zip code that is adjacent
to that domiciled zip code and for which it shares a common border as set forth on Schedule A. The extent
of and Solicitation policies related to an assigned Territory are provided in the Johnstone Manuals.

“Transition Period” means the twelve (12) month period during which JS Business Owner’s
Territory transitions as provided in Schedule A.

“US” means the United States of America, including its territories, possessions, and military bases.

ARTICLE IT
APPOINTMENT AND TERM

Section 2.01 Appointment; Acceptance.

(a) Subject to JS Business Owner’s compliance with the specific terms of this
Agreement, the Johnstone Intellectual Property License Agreement attached hereto as Exhibit 1 (the
“License Agreement”), and the Johnstone Manuals, Johnstone hereby grants to JS Business Owner the right
to (i) serve as the exclusive distributor of Johnstone Product Offerings through Branches located in the
Territory as described on Schedule A; (ii) use the Johnstone Intellectual Property; (iii) conduct JS Business
Owner’s distribution of Johnstone Product Offerings; and (iv) utilize, subject to any applicable fees, the
services offered by Johnstone for the sale or resale of Johnstone Product Offerings, including Johnstone
University, Johnstone advertising programs, Specialty Sales Programs, and technology and supply chain
infrastructure.

(b) JS Business Owner hereby accepts such appointment for the Term in accordance
with the terms and conditions of this Agreement. Contemporaneous with JS Business Owner’s appointment,
JS Business Owner (and each JSBO Affiliate, as applicable) has delivered the required documents
referenced herein and in the attached Exhibits (including a fully completed and executed copy of Exhibit
4), and approves the Charter of the Advisory Board of Johnstone Supply, LLC attached as Exhibit 2. JS
Business Owner has also delivered to Johnstone such applications, business and financial information,
security agreements, guarantees and other documents as required for appointment of a distributor by
Johnstone’s application process and the Johnstone Manuals.

Section 2.02 Johnstone Product Offerings. Subject to JS Business Owner’s compliance with
the terms of this Agreement, Johnstone shall sell to JS Business Owner and JS Business Owner shall
purchase Johnstone Product Offerings from Johnstone for resale to Customers.

Section 2.03 Solicitation Outside of the Territory. Subject to the transition provisions of this
Agreement (including Schedule A) and the terms of the Johnstone Manuals, JS Business Owner agrees not
to Solicit orders of Johnstone Product Offerings within the assigned territory of other JS Business Owners.
Subject to the terms of the Johnstone Manuals, JS Business Owner is not prohibited from fulfilling orders
from outside of their assigned Territory nor prohibited from soliciting orders from territory that is
unassigned to any other JS Business Owners. No sale of Johnstone Product Offerings to a Customer located



in JS Business Owner’s Territory through the Specialty Sales Programs by any other JS Business Owner
shall be considered a violation of this Agreement.

Section 2.04 Initial Term. The term of this Agreement commences on the Effective Date and
continues until December 31, 2026, unless earlier terminated as provided herein or under applicable Law
(the “Initial Term”).

Section 2.05 Renewal of Term. At any time on or before the fourth (4th) anniversary of the
Effective Date, either Party may give Notice of nonrenewal for any reason. Upon expiration of the Initial
Term, if neither Party delivers a Notice of non-renewal, and provided that JS Business Owner is in full
compliance with this Agreement and satisfies the applicable requirements (including Minimum
Performance Requirements) for JS Business Owners, the relationship between the Parties will renew under
the then current form of Johnstone distribution agreement for additional successive three (3)-year terms
unless and until either Party provides Notice of nonrenewal at least one (1) year before the end of the then-
current term or unless and until earlier terminated as provided under this Agreement or applicable Law
(each a “Renewal Term” and together with the Initial Term, the “Term”). If either Party provides timely
Notice of its intent not to renew this Agreement, then, subject to Section 2.04, unless earlier terminated in
accordance with its terms, this Agreement terminates on the expiration of the then-current Term.

Section 2.06 Additional Grant of Territory. Johnstone has the sole discretion to grant JS
Business Owner an expansion of the Territory or additional territories, subject to the policies set forth in
the Johnstone Manuals.

Section 2.07 No Right to Appoint a Subdistributor. Except as provided herein, JS Business
Owner shall not appoint any subdistributor or other Person to resell or distribute Johnstone Product
Offerings. JS Business Owner may appoint the Affiliate(s) listed on Schedule C (each, a “JSBO Affiliate”)
as a subdistributor of the Johnstone Product Offerings, provided that:

(a) JS Business Owner shall at all times hold a majority of the economic interests in,
and Control such JSBO Affiliate;

(b) JS Business Owner remains directly liable to Johnstone for the due performance
of all obligations under this Agreement (including the License Agreement and all provisions of the
Johnstone Manuals), including payment for all Johnstone Product Offerings;

(c) each JSBO Affiliate and each holder of an equity interest therein has agreed in
writing to be bound by the terms of this Agreement (including the License Agreement, Minimum
Performance Requirements and territory guidelines, and all other provisions of the Johnstone Manuals,
regardless of whether such terms explicitly reference such JSBO Affiliate) by executing the Joinder to
Distribution Agreement by JSBO Affiliates attached hereto as Exhibit 3;

(d) JS Business Owner, each JSBO Affiliate, and the holder or holders of any
Controlling equity interest, and/or those in Control in each, as a condition of this Agreement, have executed
such security agreements and personal and cross-corporate guarantees of all obligations owed to Johnstone
in form satisfactory to Johnstone; and

(e) all agreements between JS Business Owner and each JSBO Affiliate are
subordinate in all respects to this Agreement’s terms.



Section 2.08 Right to Sell Competitive Goods; Competitive Businesses. This Agreement
does not preclude JS Business Owner from engaging in the sale or distribution of other goods and products
except as follows:

(a) JS Business Owner’s and each JSBO Affiliate’s annual purchases of all goods for
resale (measured by gross cost of goods sold and subject to adjustment from time to time in accordance
with Section 19.17 as a result of any applicable Force Majeure Events) must consist of Johnstone Product
Offerings sourced from Johnstone and/or its Affiliates at the following levels: (a) during the first two (2)
years of this Agreement, at least seventy-five percent (75%) and (b) during the remaining Initial term, at
least eighty percent (80%) (the “Minimum Purchase Percentage Requirement’). The Minimum Purchase
Percentage Requirement may be satisfied by purchases shipped from Johnstone distribution centers and/or
Johnstone-approved direct purchase or direct shipment programs with designated manufacturers from
which Johnstone receives a financial benefit. JS Business Owners may purchase Johnstone Product
Offerings from other JS Business Owners, however, any such purchases shall be deducted from the selling
JS Business Owner’s annual purchases for the applicable year and added to the purchasing JS Business
Owner’s annual purchases for the same applicable year, in each case for purposes of calculating the
applicable JS Business Owner’s satisfaction of the Minimum Purchase Percentage Requirement.

(b) During the Term of this Agreement, JS Business Owner’s business must be
devoted to sales of HVAC/R equipment and PS&A products. Sales of other products must be ancillary and
related to JS Business Owner’s existing business.

(c) During the Term of this Agreement, neither JS Business Owner, nor any holder of
an equity interest in JS Business Owner will either directly or indirectly: (i) operate, own, manage, or be
employed by or consult with, any Competitive Business other than one operated under this Agreement, or
any business or other venture offering or selling franchises or licenses for a Competitive Business; (ii) divert
or attempt to divert any Customer or potential Customer to any competitor of Johnstone or any Affiliate of
Johnstone; (iii) hire, offer to hire, entice away, solicit, or in any other way persuade or attempt to persuade
any employee, officer, director, or independent contractor of Johnstone or any Affiliate of Johnstone, to
leave the employ of, or to terminate any business relationship with, Johnstone or any Affiliate of Johnstone,
during the term of such employment or relationship and for one (1) year thereafter, without the prior written
consent of Johnstone, which shall not be unreasonably withheld; or (iv) otherwise interfere with the
business activities of Johnstone or any Affiliate of Johnstone with respect to any of the foregoing. This
Section 2.08 shall bind any former holder of an equity interest in JS Business Owner (or JSBO Affiliate)
for a period of one (1) year after transfer of such interest.

(d) Notwithstanding anything contained herein to the contrary, no JS Business Owner,
nor any JSBO Affiliate, shall be permitted to purchase any available and in-stock Johnstone Product
Offerings other than from Johnstone (which shall include, for the avoidance of doubt, purchases (i) from a
Johnstone distribution center, (ii) shipped through a Johnstone-approved direct shipment program,
(iii) shipped through a direct purchase program from the manufacturer, or (iv) from other JS Business
Owners).

Section 2.09 Specialty Sales Programs. Subject to JS Business Owner’s eligibility, JS
Business Owner may be required to participate in a variety of Johnstone’s Specialty Sales Programs. JS
Business Owner’s participation shall be subject to the terms and conditions of each such program, which
may include, but shall not be limited to, the following:

(a) Prior to participating in any Specialty Sales Program, JS Business Owner shall

execute such agreements, undertakings, or other instruments as Johnstone may require as a condition to
participation in any particular program, as outlined in the Johnstone Manuals. JS Business Owner agrees to

9



abide by the terms and conditions of such agreements, which may include certain brand and product
assortment offering requirements, pricing, and services standards.

(b) Participation in Specialty Sales Programs is subject to Johnstone’s quality control
and Customer service standards, which JS Business Owner will at all times maintain in addition to the terms
of this Agreement. Johnstone may centralize all accounts, invoicing, and payments for Specialty Sales
Programs or designate a third party to perform such functions.

(©) JS Business Owner may be required to incur costs associated with participation in
such Specialty Sales Program, which costs will be outlined in the terms and conditions of each program.

ARTICLE III
TERMINATION

Section 3.01 JS Business Owner’s Right to Terminate the Agreement. JS Business Owner
may terminate this Agreement (including all related Purchase Orders), on Notice to Johnstone:

(a) if Johnstone fails to meet, in any material respect, the Johnstone Service
Requirements for any calendar year following December 31, 2021, and either the failure cannot be cured
or, if the failure can be cured, it is not cured by Johnstone within a one (1)-year cure period following
Johnstone’s receipt of Notice of such failure;

(b) except as otherwise specifically provided under this Section 3.01, if Johnstone is
in material breach of this Agreement (which shall be deemed to include any material breach of the Johnstone
Manuals that has a material and adverse impact on the relationship between Johnstone and JS Business
Owner governed by this Agreement) and either the breach cannot be cured or, if the breach can be cured, it
is not cured by Johnstone within ninety (90) days following Johnstone’s receipt of written Notice of such
breach;

(c) if Johnstone knowingly maintains false books or records or knowingly submits any
report required under Section 13.01 that is knowingly false;

(d) if Johnstone fails to make a timely payment of any amount due to the JS Business
Owner that is not the subject of a good-faith dispute and does not cure such failure within thirty (30) days

following Johnstone’s receipt of Notice of such failure;

(e) if Johnstone engages in any conduct or practice that is fraudulent, unethical, or
deceptive or that knowingly damages or knowingly tarnishes the Licensed Johnstone Marks;

® if Johnstone violates the confidentiality provisions under Article XII; or

(2) if Johnstone reduces the Territory granted to JS Business Owner, other than as
authorized by this Agreement.

Any termination under this Section 3.01 is effective on Johnstone’s receipt of JS Business Owner’s
Notice of termination (subject to any applicable cure period) or any later date set forth in the Notice.

Section 3.02 Johnstone’s Right to Terminate the Agreement. Johnstone may terminate this
Agreement (including all related Purchase Orders) on Notice to JS Business Owner:

(a) if JS Business Owner fails to meet, in any material respect, the Minimum
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Performance Requirements for any Fiscal Year, and either the breach cannot be cured or, if the breach can
be cured, it is not cured by JS Business Owner within one (1) year following JS Business Owner’s receipt
of written Notice of such breach;

(b) except as otherwise specifically provided under this Section 3.02, if JS
Business Owner is in material breach of this Agreement (which shall be deemed to include any
material breach of the Johnstone Manuals that has a material and adverse impact on the relationship between
Johnstone and JS Business Owner governed by this Agreement) and either the breach cannot be cured
or, if the breach can be cured, it is not cured by JS Business Owner within ninety (90) days
following JS Business Owner’s receipt of written Notice of such breach;

(c) If JS Business Owner completes or attempts to complete an Assignment (including
a Change of Control) not in compliance with this Agreement;

(d) if JS Business Owner knowingly maintains false books or records or knowingly
submits any false reports;

(e) if JS Business Owner fails to make a timely payment of any amount due to
Johnstone that is not the subject of a good-faith dispute and does not cure such failure within thirty (30)

days following JS Business Owner’s receipt of Notice of such failure;

® if JS Business Owner engages in any conduct or practice that is fraudulent,
unethical, or deceptive or that knowingly damages or knowingly tarnishes the Licensed Johnstone Marks;

(2) if JS Business Owner breaches the confidentiality provisions in Article XII

(h) if Johnstone terminates the License Agreement; or
(1) if JS Business Owner fails to cure within ninety (90) days after:
(1) becoming insolvent or is generally unable to pay, or fails to pay, its debts

as they become due;

(ii) filing or having filed against it a petition for voluntary or involuntary
bankruptcy or otherwise becomes subject, voluntarily or involuntarily, to any proceeding under any
domestic or foreign bankruptcy or insolvency Law;

(iii) seeking reorganization, arrangement, adjustment, winding-up, liquidation,
dissolution, composition, or other relief with respect to it or its debts;

(iv) making or seeking to make a general assignment for the benefit of its
creditors; or

(v) applying for or having a receiver, trustee, custodian, or similar agent
appointed by order of any court of competent jurisdiction to take charge of or sell any material

portion of its property or business.

Any termination under this Section 3.02 is effective on JS Business Owner’s receipt of Johnstone’s
Notice of termination (subject to any applicable cure period) or any later date set forth in the Notice.
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Section 3.03 Effect of Expiration or Termination.

(a) Unless the Parties agree otherwise, any termination under Section 3.01 or Section
3.02 automatically terminates (i) all related Purchase Orders under Article VIII, and (ii) the License
Agreement.

(b) Upon the expiration or earlier termination of this Agreement:

6)] Subject to the exception in the following sentence, each Party shall
promptly cease to use and destroy all documents and tangible materials (and any copies) containing,
reflecting, incorporating, or based on the other Party’s Confidential Information, including business
intelligence data (including Customer information) originated from Johnstone and shared with JS
Business Owner or originated from JS Business Owner and shared with Johnstone. Johnstone shall
not be obligated to destroy Confidential Information disclosed or made available by JS Business
Owner relating to JS Business Owner’s distribution of Johnstone Product Offerings under this
Agreement, including but not limited to information and data entered into the ERP System by or
on behalf of JS Business Owner, and may continue to retain and use such Confidential Information
for Johnstone’s records and other internal business purposes; provided, Johnstone shall continue to
maintain the confidentiality of such Confidential Information in accordance with Article XII for so
long as it remains in Johnstone’s possession, custody, or control. Each Party shall promptly certify
in writing to the other Party that it has complied with the requirements of this clause;

(i1) JS Business Owner shall cease to use all Johnstone Intellectual Property
and, at Johnstone’s direction, shall promptly return and procure the return to Johnstone or destroy
all Johnstone Intellectual Property in its possession, custody or control and shall not retain any
copies of the same, except as may be required by Law, or otherwise by JS Business Owner in
connection with litigation, audit, or corporate governance purposes;

(iii)  Johnstone shall have the right and option, which may be exercised in
Johnstone’s sole discretion or as may be required by applicable Law, to repurchase all of JS
Business Owner’s inventory of Johnstone Product Offerings in salable condition at JS Business
Owner’s actual cost for such merchandise; and

(iv) All rights granted to JS Business Owner shall immediately revert to
Johnstone.

(c) The Party terminating this Agreement, or in the case of the expiration of this
Agreement, each Party, shall not be liable to the other Party for any damage of any kind (whether direct or
indirect) incurred by the other Party by reason of the expiration or earlier termination of this Agreement.
Termination of this Agreement will not constitute a waiver of any of either Party’s rights, remedies, or
defenses under this Agreement, at law, in equity, or otherwise.

(d) Expiration or earlier termination of this Agreement does not affect any rights or
obligations that are to survive the expiration or earlier termination of this Agreement under Section 19.03
or were incurred by the Parties before the expiration or earlier termination.

ARTICLE 1V
ORDER OF PRECEDENCE

Section 4.01 Order of Precedence. The express terms and conditions contained in this
Agreement (together with the Exhibits, Schedules, and Johnstone Manuals) exclusively govern and control
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each Party’s respective rights and obligations regarding the purchase and sale of the Johnstone Product
Offerings, and the Parties’ agreement is expressly limited to such terms and conditions. Notwithstanding
the foregoing, in the event of any conflict between this Agreement and any Exhibit, Schedule, or the
Johnstone Manuals, the order of precedence is: (a) this Agreement; (b) the relevant Exhibit or Schedule;
and (c) the Johnstone Manuals.

Without limitation of anything contained in this Article IV, any additional, contrary, or different
terms contained in any of JS Business Owner’s general terms and conditions or any other document issued
by JS Business Owner (including a Purchase Order) are deemed rejected by Johnstone and will not modify
this Agreement or be binding on the Parties unless such terms have been fully approved in a signed writing
by authorized Representatives of both Parties.

ARTICLE V
JS BUSINESS OWNER PERFORMANCE OBLIGATIONS
Section 5.01 General Performance Obligations. JS Business Owner shall:
(a) comply with all of the requirements of this Agreement, the Johnstone Manuals, the

Johnstone Organizational Documents, and JS Business Owner’s Annual Business Plan, all as modified from
time to time;

(b) resell, locally market, support, merchandise, warehouse, and deliver Johnstone
Product Offerings to Customers located in the Territory;

(c) employ and appropriately and continuously train an ample staff of inside and
outside sales associates, customer service and counter Personnel, technical service associates, and business
development or account managers responsible for the development of sales demand and to support such
demand amongst the Customers and the contractor community in the Territory;

(d) provide contractor training services and maintain training facilities in the Territory;

(e) maintain a place or places of business, including adequate showroom, storage,
training, warchouse facilities, required signage, and delivery and pick-up capabilities as required for JS
Business Owner to perform its duties under this Agreement;

() meet all Minimum Performance Requirements;

(2) transmit all merchandise orders, sales reporting, warechouse communications,
inventory reporting, Purchase Order SKU level details of drop shipment orders and other required business
intelligence data as required by Johnstone through the ERP System and other electronic systems now
utilized or hereafter adopted or modified by Johnstone (which JS Business Owner may be required to
implement), including Customer information as required for participation in Specialty Sales Programs;

(h) not make any false or materially misleading representations or warranties to any
Customer regarding Johnstone or the Johnstone Product Offerings;

(1) not engage in any competitive, misleading, or deceptive practices regarding
Johnstone or the Johnstone Product Offerings;
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() not engage in any other business through a Licensed Johnstone Mark-branded
Branch or through any internet site or other online sales process (other than the Johnstone Online Sales
Program) that references the Johnstone Intellectual Property;

(k) participate in Johnstone’s Strategic Plan Alignment Program, including by meeting
with Johnstone’s designated Representatives as soon as reasonably practicable during each Fiscal Year to
review JS Business Owner’s financial and operational results (including JS Business Owner’s satisfaction
of its Minimum Performance Requirements) for the prior year and review JS Business Owner’s Annual
Business Plan prepared by the JS Business Owner in accordance with the Johnstone Manuals (the “Annual
Business Plan”);

Q) attend in person (unless physically unable) at least two (2) Johnstone-sponsored
annual events at JS Business Owner’s expense;

(m) meet participation and performance requirements applicable to the Specialty Sales
Program requirements (including Johnstone Online Sales Program requirements);

(n) meet brand support standards, including Branch appearance, minimum inventory
support levels by product category, sales and support Personnel levels, delivery and pickup options,
provisions of training and technical support services, and implementation of required technology including
goals for percentage of the JS Business Owner’s business conducted electronically; and

(o) meet data and cyber security requirements with improvement targets set by
Johnstone.

Section 5.02  Minimum Performance Requirements. During the Term of this Agreement, the
Minimum Performance Requirements are:

(a) satisfaction of the Minimum Purchase Percentage Requirement by JS Business
Owner and its JSBO Affiliates. The Minimum Purchase Percentage Requirement will be monitored and
reported quarterly and JS Business Owner’s reported purchases will be compared to Johnstone’s record of
transactions through Johnstone (including authorized direct ship and direct purchase programs);

(b) satisfaction of minimum dollar purchase requirements in excess of $1,500,000
multiplied by the number of JS Business Owners’ and its JSBO Affiliates’ Branch locations in the Territory
which have been opened a minimum of two (2) years. This requirement will be adjusted annually at
Johnstone’s discretion based on several factors including the overall growth of sales of all JS Business
Owners;

(c) satisfaction of required annual sales performance goals (the “Annual Sales
Performance Goals™) in the Region. The Annual Sales Performance Goals will be based on annual (i)
revenue per capita and (ii) growth in revenue per capita in each of the JS Business Owner’s (including its
JSBO Affiliates’) Service Areas versus the performance of all other JS Business Owners in the applicable
Region identified on Schedule A. JS Business Owner’s (including its JSBO Affiliates’) revenue per capita
must exceed the bottom ten percent (10%) of the Region or exceed a revenue per capita growth percentage
above the bottom twenty-five percent (25%) of the Region compared to the other JS Business Owners in
the Region. Actual performance in the Service Areas relative to the Region will be measured each Fiscal
Year, with Notice as soon as practicable the following Fiscal Year of any shortfall; and

(d) satisfaction of minimum product assortment and inventory levels in each major
product category as outlined in the Johnstone Manuals.
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ARTICLE VI
JOHNSTONE PERFORMANCE OBLIGATIONS

Section 6.01 Johnstone Performance Obligations. During the Term Johnstone shall:

(a) solely with respect to the Johnstone Product Offerings, provide to the JS Business
Owners on an exclusive basis a breadth of services that ensures the JS Business Owner is able to offer
solutions at competitive pricing for the JS Business Owners’ Customers. Minimally, these services shall be
not less than the breadth of services provided by the Cooperative to Johnstone Patrons immediately prior
to the Effective Date;

(b) operate sufficient distribution centers with sufficient capacity, technology and
Personnel to facilitate supply chain management, logistics, and transportation functions, and use
commercially reasonable efforts to service the next day and next morning delivery needs of the Branch
network at levels selected and paid for by the applicable JS Business Owners;

(c) provide Group Purchasing Programs, credit terms, reporting and benchmarking
resources, and other incentive programs, as detailed in the Johnstone Manuals;

(d) during the Transition Period, provide strategic and advisory support and services
to JS Business Owners consistent with the scope and breadth of such services provided by the Cooperative
to the Johnstone Patrons immediately prior to the Effective Date, including Johnstone University.
Thereafter, Johnstone, at its discretion, may choose to adapt, evolve, change, discontinue, charge a
reasonable service fee for, or otherwise modify said advisory and support services as it deems appropriate;

(e) meet certain mutually agreed upon minimum key performance indicators related
to the breadth of supply chain services Johnstone offers to JS Business Owner (the “Johnstone Service
Requirements”) as detailed in Section 6.02 and subject to adjustment from time to time in accordance with
Section 19.17 as a result of any applicable Force Majeure Events;

€3] develop and provide JS Business Owners with technology tools developed or
licensed by Johnstone, including the Licensed Software, for JS Business Owners’ use during the Term;

(2) host one annual trade show for the benefit of the JS Business Owners (the costs of
travel and lodging to be borne by the attending JS Business Owner) and offer one other in-person meeting
collectively with all JS Business Owners per year;

(h) use commercially reasonable efforts to develop an improved pricing methodology
and process between Johnstone and the JS Business Owners and between the JS Business Owners and their
Customers. This program is envisioned to incorporate: (A) markup tiers that will reward JS Business
Owners’ purchase volume levels from Johnstone; (B) considerations for varying demand and pricing
characteristics of different products and product categories (e.g., more or less competitive products); (C)
cost to serve components, such as order size and packaging characteristics (e.g., pieces vs. cases vs. pallets);
(D) market pricing recommendations to JS Business Owners; and (E) other aspects to be determined in the
reasonable discretion of Johnstone;

)] participate in the Strategic Plan Alignment Program in accordance with Section

5.01(k);

) develop and support Specialty Sales Programs;
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(k) provide continued vendor access and relevancy;
Q) use commercially reasonable efforts to improve vendor programs; and

(m) (i) provide a regular flow of new products (consistent with history); (ii) focus on
cost of goods sold reduction and maintained/improved payment terms/dating programs; and (iii) maintain
and improve pricing and data flow.

Section 6.02  Johnstone Service Requirements. The measurement criteria for each of the
Johnstone Service Requirements are set forth in the Johnstone Manuals. During the Term of this Agreement,
the Johnstone Service Requirements will include without limitation:

(a) distribution center service levels (each, line and order fill);

(b) inventory availability (in-stock positions by velocity);

(©) distribution center quality (order accuracy); and

(d) technology availability (including uptime and transmission reliability).

Section 6.03  Advertising. Johnstone shall develop and maintain a web and other digital and
social site presence (e.g. LinkedIn, Facebook, Twitter, etc.), national, regional and local digital paid-search
advertising, a digital catalog, digital flyers and templates, and other advertising materials as deemed
necessary in the reasonable discretion of Johnstone. Johnstone, at its discretion may require JS Business
Owners to participate in these programs and charge fees (that should be market competitive) to the JS
Business Owners to recover costs and provide a modest profit for Johnstone. Johnstone may develop
seasonal or specialty marketing, advertising and promotional campaigns that JS Business Owner may at its
discretion and cost determine to participate in.

ARTICLE VII
AGREEMENT TO PURCHASE AND SELL THE JOHNSTONE PRODUCT OFFERINGS

Section 7.01 Terms of the Sale. Johnstone shall make available and sell the Johnstone Product
Offerings to JS Business Owner at the then current Prices and on the terms and conditions set forth in this
Agreement and the Johnstone Manuals.

Section 7.02 Availability/Changes in Johnstone Product Offerings. Johnstone shall
provide JS Business Owner with at least ninety (90) days’ prior Notice before Johnstone discontinues a
Johnstone Product Offering (the period of time from the delivery of Notice through the end of the Notice
period, the “Last-Time Buy Period’) and JS Business Owner may, at its sole discretion, return (subject to
the requirements of the Johnstone Manuals) any such discontinued Johnstone Product Offerings in its
inventory for a full credit or exercise its last-time buy rights under Section 7.03. If any new product under
this Section 7.02 negatively affects JS Business Owner’s ability to sell any similar Johnstone Product
Offering then in JS Business Owner’s inventory, then JS Business Owner can declare its inventory of such
similar Johnstone Product Offering functionally discontinued, shall so Notify Johnstone, and shall return
under Section 9.02 the affected inventory for return credit for a period of ninety (90) days following the
date of functional discontinuation. This Section 7.02 and Section 7.03 shall not apply to any discontinuance
of a product offering by a manufacturer.

Section 7.03 Last-Time Buy. JS Business Owner may make last-time buys during the Last-
Time Buy Period of enough Johnstone Product Offerings to fulfill its then-pending commitments to its
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Customers. Johnstone shall use commercially reasonable efforts to supply the last time buy and is in no
event required to supply any Johnstone Product Offering if Johnstone reasonably determines that: (a) the
product is infringing; (b) the sale would violate applicable Law; or (c) the sale would deplete the inventory
of other pending orders.

ARTICLE VIII
ORDER PROCEDURE

Section 8.01 Non-Binding Forecasts. Periodically, in time frames determined as necessary
by Johnstone, but at least quarterly, JS Business Owners shall provide Johnstone with non-binding sales
and purchase Forecasts for distribution center and drop ship purchases. Except for minimum purchase
requirements as provided in this Agreement, JS Business Owner makes no representation or warranty as to
the quantity of Johnstone Product Offerings that it will purchase. However, JS Business Owner will prepare
the Forecast in good faith and ensure the Forecast represents reasonable expectations of future sales and
purchase levels and will not use the Forecast process to obtain priority allocations of inventory to the
detriment of Johnstone or other JS Business Owners. JS Business Owner must Notify Johnstone
immediately if JS Business Owner (a) alters its purchases by SKU from distribution center to drop ship or
vice versa or (b) gains or loses significant business compared to its most recent Forecast. Failure to timely
Notify Johnstone will result in the impacted Johnstone Product Offering being excluded from the Johnstone
Service Requirements whenever the item’s demand exceeds the average three-month demand for the same
current, previous, and next month of the preceding calendar year.

Section 8.02 Purchase Orders. The initiation, acceptance, and rejection of Purchase Orders
shall conform to Johnstone’s ordering and shipping policies as provided in the Johnstone Manuals.

Section 8.03 Purchase Order Confirmations. Johnstone shall provide an order
acknowledgment to JS Business Owner for each Purchase Order issued hereunder (each, an “Order
Acknowledgment”), including notifications of rejections, adjustments, and backordered items in
accordance with the policies set forth the Johnstone Manuals. For orders entered less than two (2) hours
before the order cut off time, such Purchase Order confirmation may not arrive to the Branch prior to the
order being processed at the distribution center. Changes to orders placed within that time window will be
honored when feasible and practical.

Section 8.04 JS Business Owner’s Right to Terminate Purchase Orders. In addition to its
rights under Section 3.01 to terminate all effective Purchase Orders in connection with the termination of
this Agreement, JS Business Owner may terminate any Purchase Order prior to receipt of an Order
Acknowledgment except for the case when the order has already been picked and loaded on the truck.
Picked and loaded orders will be subject to the return policy in the Johnstone Manuals.

ARTICLE IX
SHIPMENT AND DELIVERY

Section 9.01 Shipment and Delivery Requirements. Johnstone will identify and engage with
common carriers and other parties to negotiate freight agreements that leverage the aggregate freight
volume of Johnstone, thus generating freight rates that may be more competitive than a JS Business Owner
could negotiate on its own volume (“Preferred Carriers™). JS Business Owner shall be solely responsible
for all costs of shipping regardless of the carrier used and no Price discount shall be offered for self-pickup.
If JS Business Owner utilizes a carrier that is not a Preferred Carrier, JS Business Owner shall be responsible
for such carrier’s compliance with all transportation and other policies as set forth in the Johnstone Manuals,
including scheduling pickup with applicable Johnstone distribution centers and manufacturers. Each
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shipment constitutes a separate sale, and JS Business Owner shall pay for the units shipped, whether the
shipment is in whole or partial fulfillment of a Purchase Order.

Section 9.02 Acceptance and Return of Johnstone Product Offerings.

(a) JS Business Owner shall inspect Johnstone Product Offerings received under this
Agreement upon receipt of the Johnstone Product Offerings. JS Business Owner will be deemed to have
accepted the Johnstone Product Offerings unless it timely submits discrepancy reports in accordance with
the Johnstone Manuals. Johnstone shall determine, in its sole discretion, whether the discrepancy report is
approved.

(b) Claims for loss or damage to Johnstone Product Offerings during shipping shall be
filed by the JS Business Owner directly with the carrier, as is current practice, in each case in accordance
with the policies in the Johnstone Manuals. Johnstone will not be responsible for loss or damage to
Johnstone Product Offerings in transit.

() JS Business Owner acknowledges and agrees that the remedies set forth in this
Section 9.02 and the Johnstone Manuals are JS Business Owner’s exclusive remedy for the delivery of
nonconforming or excess Johnstone Product Offerings. All returns of accepted Johnstone Product Offerings
will be made in conformance with the Inventory Return Policy in the Johnstone Manuals.

Section 9.03 Title and Risk of Loss.

(a) Title to Johnstone Product Offerings shipped under any Purchase Order passes to
JS Business Owner on Johnstone’s delivery of such Johnstone Product Offerings to the carrier at the
Shipping Point.

(b) Risk of loss to Johnstone Product Offerings shipped under any Purchase Order
passes to JS Business Owner on Johnstone’s delivery of such Johnstone Product Offerings to the carrier at
the Shipping Point.

ARTICLE X
PRICE AND PAYMENT

Section 10.01  Price. The prices paid by JS Business Owner for Johnstone Product Offerings
shall be the then-applicable price in Johnstone’s ordering system at the time of order (the “Prices”). All
Prices are “Free on Board (FOB)” Shipping Point. All Prices are exclusive of shipping and delivery costs
and all sales, use and excise taxes, and any other similar taxes, duties, and charges of any kind imposed by
any Governmental Authority on any amounts payable by JS Business Owner. JS Business Owner shall be
responsible for all such charges, costs, and taxes; provided that JS Business Owner shall not be responsible
for any taxes imposed on, or with respect to, Johnstone’s income, revenues, gross receipts, Personnel, or
real or personal property or other assets.

Section 10.02  Markup. The Parties acknowledge that Johnstone’s Prices reflect a markup over
the manufacturer’s price to Johnstone exclusive of any rebates (the “Product Markups”). During the first
twenty-four (24) months after the Effective Date, the Prices shall be increased from the Product Markups
that existed at the Cooperative prior to the Effective Date. The initial increases in Product Markup shall be
materially consistent with financial projections as provided by the Cooperative’s Board of Directors prior
to the Effective Date but will ensure that the JS Business Owners remain commercially viable. During the
twenty-four (24) month period, Johnstone may modify pricing as it deems necessary to ensure that the JS
Business Owners remain commercially viable, or make changes to the pricing methodology entirely in
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order to address changes in product or purchase method mix of the business or provide incentives and
rewards to JS Business Owners for volume growth and cost to serve considerations. Nothing in this Section
10.02 shall prohibit Johnstone from increasing Prices to reflect manufacturer price increases.

Section 10.03 Rebates.

(a) For purposes of this Agreement, “Equipment Manufacturers” means Persons that
manufacture HVAC/R equipment constituting Johnstone Product Offerings and offer equipment rebates
and Manufacturer Reimbursement Programs that are passed on from Johnstone to JS Business Owners as
provided in this Agreement and the Johnstone Manuals. The initial list of Equipment Manufacturers for
whom rebates will be passed on to JS Business Owners is attached as Schedule B. The list may be amended
or updated by Johnstone from time to time, including through policy communications to JS Business
Owner. “Manufacturer Reimbursement Programs” means programs offered by manufacturers to address
local market and Customer specific pricing requirements (i.e. special bids) and intended to pursue specific
business opportunities and/or to help insure that JS Business Owners are competitive in their local
marketplace. Examples include the Goodman “PAP” and Johnson Controls “IPA” programs.

(b) Johnstone shall credit or pay to JS Business Owner all rebates and other financial
incentives received by Johnstone from Equipment Manufacturers set forth on Schedule B, as may be
updated from time to time. Johnstone shall not be required to credit or pay to JS Business Owner any rebates
Johnstone receives from suppliers or vendors that are not Equipment Manufacturers. Rebates shall be
credited or paid to JS Business Owners in accordance with the volume, allocation and apportionment, and
payment policies set forth in the Johnstone Manuals. Qualifying sales under Manufacturer Reimbursement
Programs will be reported by JS Business Owners directly to the manufacturer on a monthly basis and
approved reimbursements or other financial consideration will be provided directly by the manufacturer to
the applicable JS Business Owners.

Section 10.04 Invoices and Payment. JS Business Owner shall pay Johnstone for the
Johnstone Product Offerings and shall pay all applicable freight, service, and other charges in accordance
with Johnstone’s then-current invoicing, credit, and payment policies as set forth in the Johnstone Manuals.

Section 10.05  Setoff. Without prejudice to any other right or remedy it may have, Johnstone
may setoff or recoup any liability or obligation it may owe to JS Business Owner against any liability or
obligation for which JS Business Owner is liable to Johnstone under this Agreement, any other agreement,
or otherwise.

ARTICLE XI
[INTENTIONALLY OMITTED]

ARTICLE XII
CONFIDENTIALITY

Section 12.01  Scope of Confidential Information. From time to time during the Term, either
Party (as “Disclosing Party”) may disclose or make available to the other Party (as “Receiving Party”)
information about its business affairs, goods and services, Forecasts, confidential information, and materials
comprising or relating to Intellectual Property Rights, trade secrets, third-party confidential information,
and other sensitive or proprietary information; such information, as well as the terms of this Agreement,
whether orally or in written, electronic, or other form or media, and whether or not marked, designated, or
otherwise identified as “confidential,” constitutes “Confidential Information” hereunder. Confidential
Information excludes information that, at the time of disclosure:
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(a) is or becomes generally available to and known by the public other than as a result
of, directly or indirectly, any breach of this Article XII by Receiving Party or any of its Representatives;

(b) is or becomes available to Receiving Party on a non-confidential basis from a third-
party source, provided that such third party is not and was not prohibited from disclosing such Confidential
Information;

(c) was known by or in the possession of Receiving Party or its Representatives before
being disclosed by or on behalf of Disclosing Party; or

(d) was or is independently developed by Receiving Party without reference to or use
of, in whole or in part, any of Disclosing Party’s Confidential Information.

Section 12.02  Protection of Confidential Information. Receiving Party shall, for three (3)
years from receipt of such Confidential Information:

(a) protect and safeguard the confidentiality of Disclosing Party’s Confidential
Information with at least the same degree of care as Receiving Party would protect its own Confidential
Information, but in no event with less than a commercially reasonable degree of care;

(b) not use Disclosing Party’s Confidential Information, or permit it to be accessed or
used, for any purpose other than to exercise its rights or perform its obligations under this Agreement; and

(c) not disclose any such Confidential Information to any Person, except:

(1) to Receiving Party’s Representatives who need to know the Confidential
Information to assist Receiving Party, or act on its behalf, to exercise its rights or perform its
obligations under this Agreement; or

(i1) pursuant to applicable federal, state, or local Law, regulation, or a valid
order issued by a court or governmental agency of competent jurisdiction, provided that Receiving
Party shall first provide Disclosing Party with: (a) prompt Notice of such requirement so that
Disclosing Party may seek, at its sole cost and expense, a protective order, or other remedy; and
(b) reasonable assistance, at Disclosing Party’s sole cost and expense, in opposing such disclosure
or seeking a protective order or other limitations on disclosure.

The Receiving Party shall be responsible for any breach of this Article XII caused by any of its
Representatives. The provisions of this Article XII shall survive termination or expiration of this Agreement
for any reason for a period of three (3) years after such termination or expiration, provided that extent that
any item of the Confidential Information meets the definition of a “trade secret” under applicable Law, the
provisions of this Article XII shall survive indefinitely. On the expiration or earlier termination of this
Agreement, Receiving Party and its Representatives shall, under Section 3.03(b), promptly destroy all
Confidential Information and copies thereof that it has received under this Agreement and certify all such
destruction in writing to the Disclosing Party.

In the event of any conflict between the terms and provisions of this Article XII and those of any
other provision in this Agreement, the terms and provisions of this Article XII will prevail.

20



ARTICLE XIII
CERTAIN OBLIGATIONS OF THE PARTIES

Section 13.01  Johnstone’s and JS Business Owner’s Reports. In order to assist Johnstone
with its Customer support efforts, JS Business Owner will maintain its books and records segregated in
such a manner as to provide for a convenient separation of transactions between the JS Business Owner and
Johnstone and JS Business Owner’s other business, real estate and non-business activities. JS Business
Owner shall maintain, and shall provide Johnstone with, such financial and sales information relating to JS
Business Owner’s operations and this Agreement as from time to time may be reasonably required by
Johnstone and as provided in the Johnstone Manuals.

Section 13.02  Protection Against Supply Interruptions. Johnstone shall use commercially
reasonable efforts to ensure the uninterrupted supply of Johnstone Product Offerings to JS Business Owner.
Johnstone shall promptly provide JS Business Owner with any notices received from manufacturers
regarding delays, disruptions, or unavailability of Johnstone Product Offerings.

Section 13.03  Audit and Inspection Rights.

(a) On three (3) Business Days’ Notice, during the Term and for one (1) year after the
expiration or earlier termination of this Agreement, whichever is later, Johnstone may audit JS Business
Owner’s files relating to its sales, marketing, and inventory of Johnstone Product Offerings regarding
transactions that took place in the immediately preceding twelve (12) months. Johnstone may conduct any
audit under this Section 13.03 at any time during regular business hours.

(b) During the Term, JS Business Owner shall, on three (3) Business Days’ Notice,
make available for physical inspection by Johnstone at any time during regular business hours: (i) any and
all Johnstone branding requirements and, Johnstone Product Offerings in JS Business Owner’s inventory,
and (ii) all JS Business Owner’s places of business and marketing offices.

ARTICLE XIV
REPRESENTATIONS, WARRANTIES, AND COVENANTS

Section 14.01  Johnstone’s Representations and Warranties. Johnstone represents, warrants,
and covenants to JS Business Owner that:

(a) it is a limited liability company duly organized, validly existing, and in good
standing in the State of Delaware;

(b) it is duly qualified to do business and is in good standing in every jurisdiction in
which such qualification is required for purposes of this Agreement, except where the failure to be so
qualified, in the aggregate, would not reasonably be expected to adversely affect its ability to perform its
obligations under this Agreement;

(©) it has the full right, power, and authority to enter into this Agreement, to grant the
rights and licenses granted under this Agreement, and to perform its obligations under this Agreement;

(d) the execution of this Agreement by its Representative whose signature is set forth
at the end hereof has been duly authorized by all necessary action of the Party;

(e) it is in material compliance with all Laws and contracts applicable to this
Agreement, the Johnstone Product Offerings, and the operation of its business; and
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€3] when executed and delivered by each of JS Business Owner and Johnstone, this
Agreement will constitute the legal, valid, and binding obligation of Johnstone, enforceable against
Johnstone in accordance with its terms, except as may be limited by any applicable bankruptcy, insolvency,
reorganization, moratorium, or similar laws and equitable principles related to or affecting creditors’ rights
generally or the effect of general principles of equity.

Section 14.02  JS Business Owner’s Representations and Warranties. JS Business Owner
represents, warrants, and covenants warrants to Johnstone that, with respect to JS Business Owner and each
JSBO Affiliate:

(a) it is duly organized or incorporated, validly existing, and in good standing in the
jurisdiction of its organization or incorporation;

(b) it is duly qualified to do business and is in good standing in every jurisdiction in
which such qualification is required for purposes of this Agreement, except where the failure to be so
qualified, in the aggregate, would not reasonably be expected to adversely affect its ability to perform its
obligations under this Agreement;

(©) it has the full right, power, and authority to enter into this Agreement, to grant the
rights and licenses granted under this Agreement, and to perform its obligations under this Agreement;

(d) the execution (or acknowledgment of a JSBO Affiliate if applicable) of this
Agreement by its Representative whose signature is set forth at the end hereof has been duly authorized by
all necessary action of the Party;

(e) it is in material compliance with all Laws and contracts applicable to this
Agreement, the Johnstone Product Offerings, and the operation of its business;

€9 it has and will maintain data security practices in compliance with all applicable
Laws, industry standards, guidelines, and best practices;

(g) the execution, delivery, and performance of this Agreement will not violate,
conflict with, require consent under, or result in any breach or default under:

(1) any of its organizational documents;
(i1) any applicable Law; or

(iii)  with or without notice or lapse of time or both, the provisions of any
material contract or agreement to which it is a party or to which any of its material assets are bound.;
and

(h) when executed and delivered by each of Johnstone and JS Business Owner, this
Agreement (or Joinder of a JSBO Affiliate if applicable) will constitute the legal, valid, and binding
obligation of JS Business Owner and each JSBO Affiliate, enforceable against JS Business Owner and each
JSBO Affiliate in accordance with its terms, except as may be limited by any applicable bankruptcy,
insolvency, reorganization, moratorium, or similar laws and equitable principles related to or affecting
creditors’ rights generally, or the effect of general principles of equity.
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ARTICLE XV
PRODUCT WARRANTIES

Section 15.01 Product Warranties.

(a) The Parties acknowledge and agree that the Johnstone Product Offerings are
manufactured by third parties. ACCORDINGLY, JOHNSTONE (TOGETHER WITH ITS AFFILIATES
AND REPRESENTATIVES) MAKES NO REPRESENTATIONS OR WARRANTIES WITH RESPECT
TO ANY THE JOHNSTONE PRODUCT OFFERINGS, INCLUDING ANY (i) WARRANTY OF
MERCHANTABILITY, (ii) WARRANTY OF FITNESS FOR A PARTICULAR PURPOSE, (iii)
WARRANTY OF TITLE; OR (iv) WARRANTY AGAINST INFRINGEMENT OF INTELLECTUAL
PROPERTY RIGHTS OF A THIRD PARTY; WHETHER EXPRESS OR IMPLIED BY LAW, COURSE
OF DEALING, COURSE OF PERFORMANCE, USAGE OF TRADE OR OTHERWISE. JS Business
Owner acknowledges that it has not relied on any representation or warranty made by Johnstone and JS
Business Owner shall look solely to the warranties provided by the manufacturer of the Johnstone Product
Offerings (if any). Johnstone hereby assigns all such warranties to JS Business Owner to the extent
authorized by the applicable manufacturer or other supplier, and JS Business Owner may pass through to
Customers and End Users all warranties granted by such manufacturer and suppliers in accordance with
applicable warranty policies and limitations. Where necessary, Johnstone shall continue to facilitate
warranty claims by JS Business Owners with manufacturers and other suppliers.

(b) JS Business Owner shall not make any representations or warranties on behalf of
Johnstone or its Affiliates with respect to the Johnstone Product Offerings that JS Business Owner sells or
resells. JS Business Owner shall be solely responsible for any additional warranties JS Business Owner
may provide to its Customers.

Section 15.02  Recalls. If a manufacturer or any Governmental Authority, determines that any
Johnstone Product Offerings sold to JS Business Owner must be recalled or removed, the Parties will
cooperate with each other in implementing such recall with respect to the reshipment, storage, or disposal
of recalled Johnstone Product Offerings, the preparation and maintenance of relevant records and reports,
and notification to any Customers or End Users.

ARTICLE XVI
INDEMNIFICATION

Section 16.01  JS Business Owner Indemnification. Subject to the terms and conditions of this
Agreement, including those set forth in Section 16.03, JS Business Owner and each JSBO Affiliate (a “JS
Business Owner Indemnifying Party”) shall indemnify, defend, and hold harmless Johnstone, officers,
directors, owners, employees, agents, Affiliates, successors, and permitted assigns (collectively, a
“Johnstone Indemnified Party”) against any and all losses, damages, liabilities, deficiencies, claims,
Actions, judgments, settlements, interest, awards, penalties, fines, costs, or expenses of whatever kind,
including reasonable attorneys’ fees, fees and the costs of enforcing any right to indemnification under this
Agreement, and the cost of pursuing any insurance providers, incurred by Indemnified Party (collectively,
“Losses™) arising out of or relating to any claim of a third party:

(a) relating to a material breach or non-fulfillment of any representation, warranty, or
covenant under this Agreement by JS Business Owner Indemnifying Party or its Personnel;

(b) alleging or relating to any act or omission of JS Business Owner Indemnifying

Party or its Personnel (including any recklessness or willful misconduct) in connection with the
performance of its obligations under this Agreement;
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(c) relating to the conduct and operation of JS Business Owner Indemnifying Party’s
business and dealings with its Customers and third parties, including (i) any representations or warranties
made by a JS Business Owner Indemnifying Party or its Personnel that a product can be used for a purpose
not intended by its manufacturer, (ii) assistance with selecting or using a product or service, or (iii)
statements regarding products made in social media or non-Johnstone produced advertising;

(d) relating to any cyber security incident, such as a data breach or malicious software
attack, caused by (i) the acts or omissions of JS Business Owner Indemnifying Party or its Personnel or (ii)
the failure of JS Business Owner Indemnifying Party’s data security practices;

(e) alleging or relating to any bodily injury, death of any Person, or damage to real or
tangible personal property caused by the acts or omissions of JS Business Owner Indemnifying Party or its
Personnel,

® caused by the failure of JS Business Owner Indemnifying Party or its Personnel to
comply with applicable Laws; or

(2) alleging that the JS Business Owner Indemnifying Party breached its agreement
with a third party as a result of or in connection with entering into, performing under or terminating this
Agreement.

Section 16.02  Johnstone Indemnification. Subject to the terms and conditions set forth in
Section 16.03, Johnstone (as “Johnstone Indemnifying Party”) shall indemnify, hold harmless, and defend
JS Business Owner and its officers, directors, employees, owners, agents, Affiliates, successors, and
permitted assigns (collectively, “JS Business Owner Indemnified Party”) against any and all Losses
awarded against JS Business Owner Indemnified Party in a final non-appealable judgment, arising out of
or resulting from any claim of a third party alleging or relating to:

(a) a material breach or non-fulfillment of any representation, warranty, or covenant
under this Agreement by Johnstone Indemnifying Party or its Personnel;

(b) alleging or relating to any act or omission of Johnstone Indemnifying Party or its
Personnel (including any recklessness or willful misconduct) in connection with the performance of its
obligations under this Agreement;

(©) alleging or relating to any bodily injury, death of any Person, or damage to real or
tangible personal property caused by the acts or omissions of Johnstone Indemnifying Party or its Personnel;

(d) caused by the failure of Johnstone Indemnifying Party or its Personnel to comply
with applicable Laws; or

(e) alleging that the Johnstone Indemnifying Party breached its agreement with a third
party as a result of or in connection with entering into, performing under or terminating this Agreement.

Notwithstanding anything to the contrary in this Agreement, this Section 16.02 does not apply to
any claim (whether direct or indirect) covered by Article VIII of the License Agreement or any claim
(whether direct or indirect) for which a sole or exclusive remedy is provided for under another section of
this Agreement, including Section 9.02.

Section 16.03  Exceptions and Limitations on Indemnification. Notwithstanding anything to
the contrary in this Agreement, no Indemnifying Party is obligated to indemnify or defend an Indemnified
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Party against any claim (whether direct or indirect) if the claim or corresponding Losses arise out of or
result from, in whole or in part, the Indemnified Party’s or its Personnel’s:

(a) gross negligence or more culpable act or omission (including recklessness or
willful misconduct);

(b) bad-faith failure to comply with any of its obligations set forth in this Agreement;
or

(©) use of the products purchased under this Agreement (including Johnstone Product
Offerings) in any manner that does not materially conform with the then-current usage instructions,
guidelines, or specifications provided by the manufacturer or other supplier of such product.

Section 16.04  Third-Party Indemnification. Johnstone shall use reasonable efforts to obtain
indemnity and insurance agreements from manufacturers and suppliers for the benefit of Johnstone and JS
Business Owners consistent with historic practices where possible.

ARTICLE XVII
LIMITATION OF LIABILITY

Section 17.01 No Liability for Consequential or Indirect Damages. EXCEPT FOR
LIABILITY FOR INDEMNIFICATION, LIABILITY FOR BREACH OF CONFIDENTIALITY, OR
LIABILITY FOR INFRINGEMENT OR MISAPPROPRIATION OF INTELLECTUAL PROPERTY
RIGHTS, IN NO EVENT IS EITHER PARTY OR ITS REPRESENTATIVES LIABLE FOR
CONSEQUENTIAL, INDIRECT, INCIDENTAL, SPECIAL, EXEMPLARY, PUNITIVE, OR
ENHANCED DAMAGES, ARISING OUT OF OR RELATING TO ANY BREACH OF THIS
AGREEMENT, REGARDLESS OF: (A) WHETHER THE DAMAGES WERE FORESEEABLE; (B)
WHETHER OR NOT THE BREACHING PARTY WAS ADVISED OF THE POSSIBILITY OF THE
DAMAGES; AND (C) THE LEGAL OR EQUITABLE THEORY (CONTRACT, TORT, OR
OTHERWISE) ON WHICH THE CLAIM IS BASED, AND NOTWITHSTANDING THE FAILURE OF
ANY AGREED OR OTHER REMEDY OF ITS ESSENTIAL PURPOSE.

ARTICLE XVIII
INSURANCE OBLIGATIONS

Section 18.01  Insurance. Without limiting an Indemnifying Party’s indemnification
obligations under this Agreement, during the Term and for a period of one (1) year thereafter, JS Business
Owner will, at its own expense, maintain and carry in full force and effect, such policies of insurance,
including types and amounts, as set forth in the Johnstone Manuals.

Section 18.02  Insurance Contract Requirements. JS Business Owner shall ensure that all
insurance policies required pursuant to Section 18.01:

(a) are issued by insurance companies reasonably acceptable to Johnstone;
(b) provide that such insurance carriers give Johnstone at least 30 days’ prior Notice
of cancellation or non-renewal of policy coverage, provided that, prior to such cancellation, JS Business

Owner has new insurance policies in place that meet the requirements of this Article XVIII;

(c) provide that such insurance be primary insurance and any similar insurance in the
name of Johnstone shall be excess and non-contributory;
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(d) name Johnstone and Johnstone’s Affiliates, including, in each case, all successors
and permitted assigns, as additional insureds; and

(e) waive any right of subrogation of the insurers against Johnstone or any of its
Affiliates.

Section 18.03  Insurance Certificates. On request, JS Business Owner shall provide Johnstone
with copies of the certificates of insurance and policy endorsements for all insurance coverage required by
this Article XVIII, and shall not do anything to invalidate such insurance. This Section 18.03 shall not be
construed in any manner as waiving, restricting, or limiting the liability of either Party for any obligations
imposed under this Agreement (including any provisions requiring a party hereto to indemnify, defend, and
hold the other harmless under this Agreement).

ARTICLE XIX
MISCELLANEOUS

Section 19.01  Further Assurances. Upon Johnstone’s reasonable request, JS Business Owner
shall, at its sole cost and expense, execute and deliver all such further documents and instruments, and take
all such further acts, necessary to give full effect to this Agreement.

Section 19.02  Entire Agreement. Subject to Article IV, this Agreement, including the recitals
(which are incorporated by this reference) and together with any related Exhibits, Schedules, and the
Johnstone Manuals, together with the Purchase Orders, constitutes the sole and entire agreement of the
Parties with respect to the subject matter contained herein and therein and supersedes all prior and
contemporaneous understandings, agreements, representations, and warranties.

Section 19.03  Survival. Subject to the limitations and other provisions of this Agreement: (a)
the representations and warranties of the Parties contained herein shall survive the expiration or earlier
termination of this Agreement, and (b) Article XII through Article XIX of this Agreement, as well as any
other provision that, in order to give proper effect to its intent, should survive such expiration or termination,
shall survive the expiration or earlier termination of this Agreement.

Section 19.04  Notices. All notices, requests, consents, claims, demands, waivers, and other
communications under this Agreement (each, a “Notice”, and with the correlative meaning, “Notify”’) must
be in writing and addressed to the other Party at its address set forth below (or to such other address that
the receiving Party may designate from time to time in accordance with this Section 19.04). Unless
otherwise agreed herein, all Notices must be delivered by personal delivery, nationally recognized overnight
courier, or certified or registered mail (in each case, return receipt requested, postage prepaid). Except as
otherwise provided in this Agreement, a Notice is effective only (a) on receipt by the receiving Party, and
(b) if the Party giving the Notice has complied with the requirements of this Section 19.04.

Notice to JS Business Owner: [JS BUSINESS OWNER ADDRESS]
Facsimile:
Phone:
E-mail:
Attention:
With a copy to, which shall not constitute Notice:
Notice to Johnstone: [JOHNSTONE ADDRESS]
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Facsimile:
Phone:
E-mail:
Attention:

With a copy to, which shall not constitute Notice:

Section 19.05  Interpretation. For purposes of this Agreement, (a) the words “include,”
“includes,” and “including” are deemed to be followed by the words “without limitation”; (b) the word “or”
is not exclusive; (c) the words “herein,” “hereof,” “hereby,” “hereto,” and “hereunder” refer to this
Agreement as a whole; (d) words denoting the singular have a comparable meaning when used in the plural
and vice-versa; and (¢) words denoting any gender include all genders. Unless the context otherwise
requires, references in this Agreement: (x) to sections, exhibits, schedules, attachments, and appendices
mean the sections of, and exhibits, schedules, attachments, and appendices attached to this Agreement; (y)
to an agreement, instrument, or other document means such agreement, instrument, or other document as
amended, supplemented, and modified from time to time to the extent permitted by the provisions thereof;
and (z) to a statute means such statute as amended from time to time and includes any successor legislation
thereto and any regulations promulgated thereunder. The Parties drafted this Agreement without regard to
any presumption or rule requiring construction or interpretation against the Party drafting an instrument or
causing any instrument to be drafted. The exhibits, schedules, attachments, and appendices referred to
herein are an integral part of this Agreement to the same extent as if they were set forth verbatim herein.

Section 19.06  Headings. The headings in this Agreement are for reference only and do not
affect the interpretation of this Agreement.

Section 19.07  Severability. All terms and conditions of this Agreement will be deemed
enforceable to the fullest extent permissible under applicable Law. If any one or more of the provisions of
this Agreement should be ruled wholly or partly invalid or unenforceable by a court or other government
body of competent jurisdiction, then: (a) the validity and enforceability of all provisions of this Agreement
not ruled to be invalid or unenforceable shall be unaffected; (b) the effect of the ruling shall be limited to
the jurisdiction of the court or other government body making the ruling; (c) the provision(s) held wholly
or partly invalid or unenforceable shall be deemed amended, and the court or other government body is
authorized and requested to reform such provision(s), to the minimum extent necessary to render them valid
and enforceable in conformity with the Parties’ intent as manifested herein; (d) if the court or other
government body declines or is unable to reform the provision(s), then the Parties shall in good faith
negotiate a reformation of the provision(s), to the minimum extent necessary to render them valid and
enforceable in conformity with the Parties’ intent as manifested herein; and (e) if the ruling and/or the
controlling principle of law or equity leading to the ruling, is subsequently overruled, modified, or amended
by legislative, judicial, or administrative action, then the provision(s) in question as originally set forth in
this Agreement shall be deemed valid and enforceable to the maximum extent permitted by the new
controlling principle of law or equity. Notwithstanding any other provision of this Agreement, to the extent
that the provisions of this Agreement provide for periods of Notice less than those required by applicable
Law, or provide for termination, cancellation, nonrenewal or the like other than in accordance with
applicable Law, such provisions shall, to the extent such are not in accordance with applicable Law, be
superseded by said Law.

Section 19.08 Amendment and Modification. No amendment to or modification of or
rescission, termination, or discharge of this Agreement is effective unless it is in writing, identified as an
amendment to or rescission, termination, or discharge of this Agreement or the Purchase Order and signed
by an authorized Representative of each Party.
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Section 19.09  Waiver.

(a) No waiver under this Agreement is effective unless it is in writing, identified as a
waiver to this Agreement, and signed by an authorized Representative of the Party waiving its right.

(b) Any waiver authorized on one occasion is effective only in that instance and only
for the purpose stated, and does not operate as a waiver on any future occasion.

(c) None of the following constitutes a waiver or estoppel of any right, remedy, power,
privilege, or condition arising from this Agreement:

(1) any failure or delay in exercising any right, remedy, power, or privilege or
in enforcing any condition under this Agreement; or

(i1) any act, omission, or course of dealing between the Parties.
Section 19.10  Assignment; Change of Control.

(a) Johnstone may not assign any of its rights or obligations under this Agreement, in
whole or in part, without JS Business Owner’s prior written consent; provided that Johnstone may assign
any or all of its rights and obligations under this Agreement without the prior written consent of JS Business
Owner (i) to any of its Affiliates, or (i) in the event Johnstone shall hereafter effect a corporate
reorganization, consolidate with, merge into, or be acquired by any Person or transfer of all or substantially
all of its properties or assets to any Person.

(b) JS Business Owner shall not sell, assign, or otherwise transfer this Agreement or
any of its rights, interests, duties, obligations, or remedies associated with this Agreement, whether by
operation of law, contract, or otherwise (an “Assignment”), without prior written approval from Johnstone.
Any Assignment lacking Johnstone’s written consent or that otherwise violates the restrictions in this
Agreement will be ineffective against Johnstone and will constitute a terminable default under this
Agreement. During the Term of this Agreement, in addition to any other Assignment, if JS Business Owner
is a corporation, partnership, limited liability company, or other form of business entity, (i) any direct or
indirect transfer or the issuance, by a single event or any combination or series of related events, of twenty-
five percent (25%) or more of the equity interests of, or voting rights in, JS Business Owner or (ii) any
merger or amalgamation of JS Business Owner with, or any sale of all or substantially all of the assets of
JS Business Owner to, one or more third parties (each, a “Change of Control”) shall constitute an
Assignment of the Agreement and which requires Johnstone’s written consent in accordance with this
Section 19.10. Any proposed Change of Control of a JSBO Affiliate or any Branch is subject to the
requirements of this Section 19.10.

(©) Johnstone’s consent to any proposed Assignment shall be evaluated under the then-
current assignment and transfer policy of Johnstone, which shall require, among other things that:

(1) the assignee (A) shall not be a competitor of Johnstone; (B) shall be of
good moral character and reputation; (C) shall have a sufficient credit rating, financial capabilities,
and competent business qualifications reasonably acceptable to Johnstone; and (D) shall meet
Johnstone’s then-current standards for approval of a JS Business Owner. JS Business Owner shall
provide Johnstone with the information it may reasonably require to make a determination
concerning each proposed assignee;
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(i1) the assignee shall execute a new distribution agreement with Johnstone,
on the terms satisfactory to Johnstone, assuming all of JS Business Owner’s obligations thereunder;

(iii) all equity holders of the assignee shall enter into a written agreement in
form satisfactory to Johnstone jointly and severally guaranteeing the full payment and performance
of the assignee’s obligations to Johnstone and agreeing to be personally bound by all covenants and
restrictions imposed upon the assignee under this Agreement;

(iv) all accrued money obligations of JS Business Owner shall be satisfied
prior to any Assignment;

(v) all equity interest in Johnstone and/or its Affiliates held by JS Business
Owner must be liquidated or transferred as required by the Johnstone Organizational Documents
in connection with the Assignment; and

(vi) any proposed Assignment shall be subject to the Right of First Refusal and
Exit Auction provisions herein.

(d) If, at any time during the Term of this Agreement, JS Business Owner receives and
desires to enter into a bona fide offer from a third party to effectuate an Assignment (including any Change
of Control other than a Change of Control where the only transfer being made is of an equity interest in the
applicable JS Business Owner from an existing equity holder to any member of the Family Group of such
equity holder, which any such transfer shall be excluded from the Right of First Refusal contained herein
(but for the avoidance of doubt shall be subject to Section 19.10(c)), JS Business Owner will Notify
Johnstone of the full terms of the offer, including the identity of the offeror and a copy of any proposed
agreement (the “Assignment Notice”). Upon receipt of an Assignment Notice at any time from and after
the two (2)-year anniversary of the Effective Date, Johnstone shall have the right and option, exercisable
within thirty (30) days and closing within one hundred and twenty (120) days after delivery of the
Assignment Notice, to Notify JS Business Owner that Johnstone or its designee intends to purchase or lease
the business on the same terms and conditions offered by the offeror (the “Right of First Refusal”). As
used herein, “Family Group” means any of (i) the applicable equity holder’s or its direct or indirect owner’s
spouse and descendants (whether natural or adopted) and any trust solely for the benefit of the applicable
equity holder or its direct or indirect owner and/or the applicable equity holder’s or its direct or indirect
owner’s spouse and/or descendants, and (ii) the applicable equity holder’s or its direct or indirect owner’s
mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law provided that
any such individual was involved on a full-time basis with the business of the applicable JS Business Owner
for at least twelve (12) months prior to the contemplated transfer.

(e) In addition to the provisions in Section 19.10(d), JS Business Owner may, during
the Term of this Agreement, provide Notice to Johnstone of its desire to sell its business (an “Exit Notice™)
and that it wishes to proceed with an auction process (the “Exit Auction”) as detailed in the Johnstone
Manuals (which will include bidders that are current JS Business Owners and, if approved by Johnstone,
non-distributors). For a period of thirty (30) days following JS Business Owner’s selection of a winning
bidder from any Exit Auction occurring at any time from and after the two (2)-year anniversary of the
Effective Date, Johnstone will have the ability to exercise its Right of First Refusal and match such winning
bidder’s purchase terms if such winning bidder’s price is higher than the price last offered by Johnstone
and consummate the purchase of JS Business Owner’s business on such terms.

® Notwithstanding the other provisions of this Section 19.10, if JS Business Owner
was formerly a Johnstone Patron, then during the first twenty-four (24) months after the Effective Date, JS
Business Owner may exercise the following put right (the “Put Right”). Upon written Notice to Johnstone
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(the “Put Right Notice”), JS Business Owner shall have the right to sell, and cause Johnstone (or
Johnstone’s designee) to purchase, all (but not less than all) of JS Business Owner’s (and/or its JSBO
Affiliates’) business assets relating to the distribution and sale of Johnstone Product Offerings. The sale of
the business assets will be structured as an asset sale and will be on a debt-free, cash-free basis, and will
include sufficient net working capital (including inventory and accounts receivable), fixed assets (including
vehicles and fixtures, and all other equipment necessary to conduct the business), all rights and obligations
under this Agreement, and a lease with at least a three (3)-year term based on market-rate lease pricing for
any real estate owned by JS Business Owner and required to conduct the ongoing business under this
Agreement. The purchase price will be .2 times the average annual trailing revenue for the JS Business
Owner for the twenty-four (24) month period ending on the last day of the month preceding the delivery of
the Put Right Notice. The purchase price will be subject to a working capital adjustment based upon the JS
Business Owner transferring target net working capital to Johnstone (or Johnstone’s designee). The target
net working capital will be based upon normalized working capital to run the business. The purchase
agreement will contain customary representations, warranties, and indemnities, and a non-compete and
non-solicit for a period of at least five (5) years (to the extent enforceable under applicable law). Prior to
closing on any proposed sale through this Put Right, Johnstone shall have the opportunity to diligence JS
Business Owner’s operations and if Johnstone reasonably determines the selling operations contain a
material liability (contingent or otherwise) that could reasonably viewed as transferring to Johnstone as a
result of the contemplated transaction, Johnstone may reject the contemplated put.

Section 19.11  Successors and Assigns. This Agreement is binding on and inures to the benefit
of the Parties to this Agreement and their respective permitted successors and permitted assigns.

Section 19.12  No Third-Party Beneficiaries. Except as otherwise expressly provided herein,
this Agreement benefits solely the Parties to this Agreement and their respective permitted successors and
assigns, and nothing in this Agreement, express or implied, confers on any other Person any legal or
equitable right, benefit, or remedy of any nature whatsoever under or by reason of this Agreement.

Section 19.13  Choice of Law. This Agreement, including all Purchase Order documents and
exhibits, schedules, attachments, and appendices attached to this Agreement and thereto, and all matters
arising out of or relating to this Agreement, are governed by, and construed in accordance with, the Laws
of the State of Delaware, United States of America, without regard to the conflict-of-laws provisions thereof
to the extent such principles or rules would require or permit the application of the Laws of any jurisdiction
other than those of the State of Delaware. The Parties agree that the United Nations Convention on Contracts
for the International Sale of Johnstone Product Offerings does not apply to this Agreement.

Section 19.14  Dispute Resolution.

(a) Except as otherwise provided herein, any dispute, controversy, or claim arising out
of or relating to this Agreement, or the breach, termination or invalidity hereof (each, a “Dispute’), shall
be submitted for negotiation and resolution to the Chief Executive Officer and Chief Financial Officer of
Johnstone (or to such other person of equivalent or superior position designated by Johnstone in a written
Notice to JS Business Owner) and the designated officer of JS Business Owner (or to such other person of
equivalent or superior position designated by JS Business Owner in a written Notice to Johnstone), by
delivery of written Notice (each, a “Dispute Notice”) from either Party to the other Party. Such Persons
shall negotiate in good faith to resolve the Dispute. If the Parties cannot resolve any Dispute within thirty
(30) days after delivery of the applicable Dispute Notice, either Party may initiate arbitration in accordance
with this Agreement.

(b) Except as otherwise provided herein, any Dispute between the Parties will be
exclusively resolved through binding arbitration in Wilmington, Delaware before a single, independent

30



arbitrator, using the facilities and commercial arbitration rules of the American Arbitration Association
(“AAA”). The arbitrator must be either a retired judge or an attorney with a minimum of ten (10) years’
experience in the practice of commercial distribution Law who agrees to follow and apply the express
provisions of this Agreement in determining their award. The Parties will jointly share the costs of the
arbitrators’ fees and the fees payable to the AAA, but each Party shall bear its own legal fees and other
legal expenses. The provisions of the Federal Arbitration Act, Title 9 US Code (the “Federal Arbitration
Act”), will govern arbitration under this Agreement, except to the extent it is inconsistent with any provision
of this Agreement, including this Section 19.14(b). The award of the arbitrator will be final and binding,
except to the extent an arbitration award is appealable under the Federal Arbitration Act and may be
enforced in any court of competent jurisdiction. The arbitrator shall not have authority to hear or decide
any class action composed of JS Business Owners of Johnstone, to grant injunctive or other equitable relief
to any Party, to modify the terms of this Agreement, or to include in any award to any Party any amounts
on account of punitive, special, or consequential damages. Johnstone shall not be required to arbitrate any
collection action not in excess of $50,000, any action for equitable relief as provided in Section 19.14(c),
or any claims that may be asserted against a guarantor of any obligations under this Agreement.

(c) Each Party acknowledges and agrees that (i) a breach or threatened breach by such
Party of any of its obligations under Article XII or the License Agreement would give rise to irreparable
harm to the other Party for which monetary damages would not be an adequate remedy, and (ii) in the event
of a breach or a threatened breach by such Party of any such obligations, the other Party shall, in addition
to any and all other rights and remedies that may be available to such Party at law, at equity, or otherwise
in respect of such breach, be entitled to equitable relief without first mediating or arbitrating such Dispute,
including a temporary restraining order, an injunction, specific performance, and any other relief that may
be available from a court of competent jurisdiction, without any requirement to post a bond or other security,
and without any requirement to prove actual damages or that monetary damages will not afford an adequate
remedy. Each Party agrees that such Party will not oppose or otherwise challenge the appropriateness of
equitable relief or the entry by a court of competent jurisdiction of an order granting equitable relief, in
either case, consistent with the terms of this Section 19.14(¢).

(d) Notwithstanding the provisions of the above Section 19.14 of this Agreement, any
and all disputes arising under the Intellectual Property License Agreement shall be governed and resolved
exclusively pursuant to the terms of the Intellectual Property License Agreement, including Article XI of
that agreement. For the avoidance of doubt, Section 19.14 of this Agreement shall be inapplicable to all
disputes arising under the Intellectual Property License Agreement, including but not limited to any breach,
contemplated breach or alleged breach of Article VII of that agreement.

Section 19.15  Cumulative Remedies. All rights and remedies provided in this Agreement are
cumulative and not exclusive, and the exercise by either Party of any right or remedy does not preclude the
exercise of any other rights or remedies that may now or subsequently be available at law, in equity, by
statute, in any other agreement between the Parties, or otherwise.

Section 19.16  Counterparts. This Agreement may be executed in counterparts, each of which
is deemed an original, but all of which together are deemed to be one and the same agreement.
Notwithstanding anything to the contrary in Section 19.04, a signed copy of this Agreement delivered by
facsimile, e-mail, or other means of electronic transmission is deemed to have the same legal effect as
delivery of an original signed copy of this Agreement.

Section 19.17  Force Majeure. Any delay or failure of either Party to perform its obligations
under this Agreement will be excused to the extent that the delay or failure was caused directly by an event
beyond such Party’s control, without such Party’s fault or negligence, and that by its nature could not have
been foreseen by such Party or, if it could have been foreseen, was unavoidable (which events may include
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natural disasters, epidemic or pandemic, embargoes, explosions, riots, wars, or acts of terrorism) (each, a
“Force Majeure Event”). Johnstone’s financial inability to perform, changes in cost, market conditions, or
contract disputes will not excuse performance by Johnstone under this Section 19.17. Johnstone shall give
JS Business Owner prompt written Notice of any event or circumstance that is reasonably likely to result
in a Force Majeure Event and the anticipated duration of such Force Majeure Event. Johnstone shall use all
diligent efforts to end the Force Majeure Event, ensure that the effects of any Force Majeure Event are
minimized, and resume full performance under this Agreement. In addition to its other rights under this
Agreement or the Law, during any Force Majeure Event, JS Business Owner may cancel any pending
Purchase Order, purchase substitute goods constituting Johnstone Product Offerings from other sources
without liability to Johnstone, and such alternative orders shall not adversely affect JS Business Owner’s
Minimum Purchase Percentage Requirements under Section 2.08(a) and Section 5.02(a).

Section 19.18  Independent Contractors. The Parties are independent contractors and nothing
in this Agreement shall be deemed or constructed as creating a joint venture, employment, partnership, or
agency relationship between Johnstone and JS Business Owner. Neither Party, by virtue of this Agreement,
will have any right, power, or authority to act or create an obligation, express or implied, on behalf of the
other Party. Each Party assumes responsibility for the actions of its Personnel under this Agreement and
will be solely responsible for their supervision, daily direction, and control, wage rates, withholding income
taxes, disability benefits, or the manner and means through which the work under this Agreement will be
accomplished. Except as provided otherwise in this Agreement, JS Business Owner has the sole discretion
to determine JS Business Owner’s methods of operation, JS Business Owner’s accounting practices, the
types and amounts of insurance JS Business Owner carries, JS Business Owner’s Personnel practices, JS
Business Owner’s advertising and promotion, JS Business Owner’s Customers, and JS Business Owner’s
operational areas and methods. The relationship created hereby between the Parties is intended to be solely
that of supplier and distributor.

Section 19.19  No Public Announcements. Neither Party nor any of its Representatives shall
(orally or in writing) publicly disclose, issue any press release or make any other public statement, or
otherwise communicate with the media concerning the existence of this Agreement or the subject matter
hereof without the prior written approval of the other Party, except if and to the extent that such Party is
required to make any public disclosure or filing regarding the subject matter of this Agreement: (a) by
applicable Law or (b) in connection with enforcing its rights under this Agreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement as of the Effective
Date.

[JS BUSINESS OWNER]
By

Name:
Title:

JOHNSTONE SUPPLY, LLC

By
Name:
Title:




SCHEDULE A
DESCRIPTION OF TERRITORY
TERRITORY:

[Insert for each JS Business Owner]

JOHNSTONE PATRON TRADE AREA:

Transition to Territory. JS Business Owner’s former Johnstone Patron Trade Area is set forth above.
During the Transition Period, JS Business Owner shall be authorized to exercise the rights granted in this
Agreement in both the Territory and Johnstone Patron Trade Area (if there is any difference between them),
provided that during the Transition Period, any other Johnstone Patron that is a current JS Business Owner
and has a Johnstone Patron Trade Area that also encompasses all or a portion of the Territory shall also be
authorized to act as a JS Business Owner in such Territory or Johnstone Patron Trade Area.

REGION:

[Insert for each JS Business Owner]



SCHEDULE B
EQUIPMENT MANUFACTURERS
FOR REBATE AND OTHER MANUFACTURER REIMBURSEMENT PROGRAMS
This list is subject to change from time to time upon Notice to JS Business Owners.
Bosch
National Comfort Products
Daikin Industries Ltd. (including Goodman, Amana, and Quietflex brands)
Friedrich Air Conditioning
Heat Controller, Inc.
Style Crest, Inc.

Johnson Controls-York Int’l-UPG (including Colemen, Evcon, York, Guardian, Hitachi and Source
1 brands)

Fujitsu General

Aspen Manufacturing

First Co.

International Comfort Products

Rheem Manufacturing Company

Nortek Global HVAC



SCHEDULE C

JSBO AFFILIATES

[Complete for each JSBO Affiliate]

Company’s exact corporate name:

Company’s corporate form and state of organization:

Address for Notices:

Facsimile number:

Phone number:

E-mail:

Attn:


