FRANCHISE DISCLOSURE DOCUMENT

NEXTHOME, INC.

a Delaware corporation
4309 Hacienda Drive, Suite 110
Pleasanton, CA 94588
Phone: 855-925-6398
Fax: 800-310-6820
memberservices@nexthome.com
www.nexthome.com

NextHome, Inc. offers franchises for the operation of real estate brokerage offices under the
NextHome® name and mark, which specialize in the sale and leasing of residential and commercial
properties as well as other real estate-related activities.

The total investment necessary to begin operation of a NextHome franchise ranges from $16,250
to $220,345. This includes an initial franchise fee that must be paid to the franchisor of $4,500 for a 1-
year franchise term or $8,750 for a 5-year franchise term.

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

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

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

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

ISSUANCE DATE: December 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 | earn?

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

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 C 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
NextHome business in my area?

Iltem 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 NextHome
franchisee?

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

What else should | know?

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

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

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

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

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

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

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

The state of Michigan prohibits certain unfair provisions that are sometimes in franchise
documents. If any of the following provisions are in these franchise documents, the provisions are
void and cannot be enforced against you.

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

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver or estoppel 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, that 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 that 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, logotype, advertising or other commercial symbol in the same area subsequent
to the expiration of the franchise or the franchisee does not receive at least 6 months advance notice of
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.

(9) A provision that 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) reasonable qualifications or standards.
(i) 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 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
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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).

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

The fact that there is a notice of this offering on file with the attorney general does not
constitute approval, recommendation or endorsement by the attorney general.

Any questions regarding this notice should be directed to: State of Michigan, Department of
Attorney General, Consumer Protection Division, 670 Law Building, Lansing, Michigan 48913, telephone
number (517) 335-7567.
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ITEM 1. THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND
AFFILIATES

To simplify the language in this Disclosure Document, “NextHome” or “we” refers to
NextHome, Inc., the franchisor, and “you” or “your” refers to the business entity that buys the
franchise. “5% Owners” refers to all holders of a direct or indirect equity interest in you of 5%
or more. “Owners” refers to all holders of a direct or indirect equity interest in you. “Related
Parties” refers to all people and entities associated with you, including general partners, limited
partners, shareholders, members, companies in which you have a controlling interest, companies
in which any person or company owning a controlling interest in you also has a controlling
interest, as well as your and their respective officers and directors. “Licensed Associate” means
any real estate broker, Sales Manager, salesperson or their equivalent affiliated with your Office,
whether active or inactive, full-time or part-time, including your Principal Broker and anyone
else listed under the name of your NextHome business with the real estate licensing authority of
your state. We offer franchises only to business entities and not individuals.

Our principal business address is 4309 Hacienda Drive, Suite 110, Pleasanton, CA 94588.
In addition to our corporate name, NextHome, Inc., we conduct business under the name
NextHome®. Our agents for service of process are listed on Exhibit B of this Disclosure
Document.

We were incorporated in Delaware under the name “NxGen Investment, Inc.” on
September 13, 2011. On January 9, 2014, we changed our name to NextHome, Inc. Other than
our affiliates NextMortgage, LLC and Poladi Enterprises LLC, we do not have any affiliates that
provide products or services to NextHome franchisees and none of our affiliates have ever
offered franchises in any line of business. NextMortgage, LLC is an approved supplier of
mortgage lending services for clients of our franchisees. Its principal business address is 3160
Crow Canyon Rd., #340, San Ramon, California 94583. Poladi Enterprises LLC does business
as The Orange Appeal Store. It is an authorized supplier of branded merchandise and apparel
for our franchisees. Its principal business address is 910 Pleasant Grove Boulevard, #120-250,
Roseville, California 95678.

Despite our earlier incorporation date, we became active on May 30, 2014, when we
acquired the majority of the assets of our predecessor, Realty World - Northern California, Inc.
(“RWNC”), a real estate brokerage franchisor. RWNC is a California corporation that was
incorporated in 1978 and offered and sold Realty World® franchises from 1980 to 2014. RWNC
has never offered franchises in any other line of business. Its principal business address is 672
West 11" Street, Suite 120, Tracy, California 95376. After selling its assets to us, Realty World
- Northern California, Inc. changed its name to RWNC, Inc. Among other assets, we acquired
from RWNC the franchise agreements for the Realty World offices then operating in Northern
California and Nevada. The 120 franchised Reality World offices in North Carolina and Nevada
were assigned to Realty World, Inc. on January 31, 2020. We no longer offer or sell Realty
World franchises.

We have no parent companies and no other predecessors or affiliates that are required to
be disclosed in this Disclosure Document.
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We began offering franchises to operate real estate brokerage offices under the
NextHome® brand in November 2014. Except as otherwise described above, we have never
offered franchises in any other line of business and we have not operated a business of the type
being franchised. We do not engage in any other business activities.

Through this Disclosure Document, we offer qualified applicants the opportunity to
franchise rights to develop and operate a real estate brokerage office under the NextHome® brand
and System either by establishing a new NextHome Office or converting an existing real estate
office to the NextHome System (a “NextHome Office” or “Office”). We have accumulated
knowledge and experience in the real estate industry on the basis of which we have developed
and will continue to develop a distinctive business format and set of specifications and
procedures for the operation of real estate brokerage offices using our intellectual property and
trademarks, including the name NextHome® (“NextHome System” or “System”). The
distinguishing characteristics of the System include our proprietary business methods, technical
knowledge, specialized services, proprietary products, brand concepts, operational processes,
trade secrets, advertising materials and programs, marketing strategies, technology systems and
products, vendor and supplier relationships, and training programs and techniques, as well as our
designs, layouts, and identification schemes. We may change, improve, add to, and further
develop the elements of the System periodically.

In connection with a NextHome Office, franchisees may also sell luxury real estate using
our Casan Collection® brand by signing the Casan Collection Addendum to the Franchise
Agreement. Under the Casan Collection Addendum, you are required to obtain and maintain a
membership with the Institute for Luxury Home Marketing (the “Institute”) and complete a
Luxury Online Training course offered by the Institute. You may also wish, but are not required,
to become certified by the Institute as a Certified Luxury Home Marketing Specialist.

The real estate brokerage market is now undergoing important changes with the use of
digital technology becoming prevalent. Your NextHome Office will use our highly integrated
technology program, marketing, advertising and clean, simple branding to reach this market.

NextHome Offices are typically located in urban residential and business locations.
Buyers and sellers of residential real estate comprise the market for the services obtained from
NextHome Offices.

The market for the services provided by a NextHome Office is highly developed and
competitive. NextHome Offices compete with other independent, chain, franchised and other
real estate brokerage networks and systems providing services similar to those provided by
NextHome Offices.

Real estate brokerage is a heavily regulated industry. Federal and state laws and
regulations apply to numerous aspects of the business, such as licensure, statutory bonding,
disclosure, employment of independent contractors, pricing, advertising, client contracts,
business sales, copyright law, financing and lending, discrimination and appraisal. It is your
responsibility to learn about and comply with these laws and other applicable laws in your state
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through resources such as government agencies, and independent attorneys and advisors. In
addition, you must comply with the National Association of REALTORS® Code of Ethics.

ITEM 2. BUSINESS EXPERIENCE
All individuals disclosed in this Item are located in our Pleasanton, California offices.

James M. Dwiqggins - Chief Executive Officer and Director

Mr. Dwiggins, one of our founders, has been our Chief Executive Officer and a Director
since our incorporation in September 2011. Since September 2017, he has also been a member
of Okane Holdings, LLC, which owns an interest in mortgage lender NextMortgage, LLC.

Tei Baishiki - Chief Operating Officer and Director

Mr. Baishiki, also one of our founders, has been our Chief Operating Officer and a
Director since we were incorporated in September 2011. Since September 2017, he has also
been a member of Okane Holdings, LLC, which owns an interest in mortgage lender
NextMortgage, LLC.

Keith Robinson - Chief Strategy Officer

Mr. Robinson has been our Chief Strategy Officer since November 2015. Since September
2017, he has also been a member of Okane Holdings, LLC, which owns an interest in mortgage
lender NextMortgage, LLC.

Imran Hassan Poladi - Vice President

Mr. Poladi has been our Vice President since October 2018. From June 2014 through
September 2018, he was our Vice President of Business Development. Since December 2018, Mr.
Poladi has also been a Managing Member of Poladi Enterprises LLC, which does business as The
Orange Appeal Store, located in Stockton, California. Since May 2021, he has also been a member
of Okane Holdings, LLC, which owns an interest in mortgage lender NextMortgage, LLC.

Charis Noel Moreno - Vice President - Sales

Mrs. Moreno has been our Vice President - Sales since August 2014. Since May 2021,
she has also been a member of Okane Holdings, LLC, which owns an interest in mortgage lender
NextMortgage, LLC.

ITEM 3. LITIGATION

Realty World, Inc. v. NextHome, Inc. et al. (United States District Court for the Northern
District of California, Case No. 4:16-cv-5761). Realty World — Northern California, Inc.
(“RWNC”) became a master licensee of the Realty World brand in Northern California and
portions of Nevada, beginning in November 2001. In 2014, we acquired approximately 120
franchise agreements from RWNC and became the master licensee of the Realty World brand in
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Northern California and portions of Nevada. Realty World provides real estate brokerage
services. Certain disputes arose between us and the Realty World franchisor, Realty World, Inc.
(“RWI™), in or around 2016. On October 6, 2016, RWI filed a complaint against us, James M.
Dwiggins, and certain unnamed parties. On November 1, 2016, we filed an answer to the
complaint and counterclaims against RWI and various related parties (“RWI Parties”), which
was amended on September 8, 2017, for (i) breach of contract, (ii) violation of the Anti-
Cybersquatting Consumer Protection Act (we alleged that the RWI Parties unlawfully registered
146 domain names to interfere with our business), (iii) trademark infringement and
counterfeiting, (iv) unfair competition in violation of 15 U.S.C. § 1125(a)(1)(A), (v) trademark
and tradename infringement, (vi) false advertising and unfair competition in violation of
California Business and Professions Code 88§ 17500 and 17200, and (vii) unfair competition
under California common law.

Our counterclaims against RWI were based on RWI’s failure to, among other things,
maintain, protect, and police the use of the Realty World® marks, and we also alleged that the
remaining RWI Parties unlawfully used the name “NextHome” in connection with the formation
and/or registration of Canadian corporate entities. In our answer and counterclaims, we sought
money damages (including actual, treble, and statutory damages), attorney fees and costs,
injunctive relief, the transfer of the 146 domain names to us, dissolution or cancellation of the
incorporation of the Canadian entities, and any other relief ordered by the court.

RWI’s complaint alleged that we breached certain terms of a Global Settlement
Agreement and Mutual Release of Claims dated October 2001, that RWNC had entered into with
RWI’s predecessor-in-interest, Realty World America, Inc. (“RWA?”), and various related
parties, and that we had breached the Master License Agreement dated November 6, 2001
(“MLA”) that we had assumed from RWNC in 2014. RWI’s complaint sought general and
special damages, attorney fees and costs, injunctive relief against further alleged unlawful
practices and use of the Realty World® marks, and any other relief ordered by the court. RWI
alleged (a) trademark infringement, (b) false designation of origin, (c) breach of contract, (d)
breach of the implied covenant of good faith and fair dealing, (e) intentional interference with
contract, (f) intentional interference with prospective economic advantage, (g) declaratory relief,
and (h) violation of California Business and Professions Code §817500 and 17200.

On February 1, 2018, all parties entered into a Settlement Agreement and Mutual General
Release. Under the Settlement Agreement, the RWI Parties are prohibited from obtaining or
retaining any rights in or control over any trade or service marks anywhere in the world that
contain the name “Next” together with the name “Home”, including the 146 domain names the
RWI Parties allegedly registered in their name unlawfully to interfere with our business. The
Settlement Agreement also provided that, in exchange for a payment of $1,000 from RWI, we
would assign our rights under the MLA and related franchise agreements to RWI effective
February 1, 2020, assuming certain conditions were met. We also allowed RWI to offer and sell
Realty World® franchises in the territory we were granted under the MLA in exchange for an
indemnity from RWI. The Settlement Agreement also provided that all parties agreed to cease
use of each other’s names and trademarks and release one another of all claims. On February 9,
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2018, the court entered the parties’ Joint Stipulation for Dismissal with Prejudice and terminated
the case.

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

No bankruptcy is required to be disclosed in this Item.
ITEMS5. INITIAL FEES

You may operate your NextHome Office for a term of 1 year or 5 years, at your election.
The financial terms will vary depending on the length of the term you elect. The initial franchise
fee for a 1-year term is $4,500. The initial franchise fee for a 5-year term is $8,750. All initial
fees are payable when you sign the Franchise Agreement and are uniform and nonrefundable.

If you are in good standing during the term of your Franchise Agreement and have been
approved to open an additional NextHome Office (“Branch Office”), you must sign a separate
Franchise Agreement for the Branch Office on our then-current form and pay us the initial
franchise fee due under such agreement. If your existing Franchise Agreement has a 1-year term
then your Branch Office must be for a term of 1 year. If your existing Franchise Agreement has
aterm of 5 years, then your Branch Office may only be for a term of 5 years. The initial franchise
fee for a Branch Office with a 5-year term will be reduced by 50% from the then-current initial
franchise fee if you or your Owners own at least a 51% ownership interest in the entity that signs
the Branch Office Franchise Agreement.

If you are operating under a Franchise Agreement with a term of 1 year you may convert
to a 5-year term if you are in good standing under your Franchise Agreement, you sign our then-
current Franchise Agreement with a term of 5 years (which will begin upon expiration of your
existing 1-year term), you sign our then-current general release, and you pay us the then-current
initial franchise fee for a 5-year term less the amount that you paid us to obtain your existing
Franchise Agreement with a 1-year term.

ITEM 6. OTHER FEES

Type of Fee Amount Due Date Remarks
(See Note 1)
Base Franchise Fee $125 per month By the 10" day of each | This fee is payable in
month addition to the royalty

described below.

Non-Team Royalty Fee |For each Licensed Royalty Fees under both | Beginning on the Start
Associate affiliated with | plans are invoiced on the | Date, you must pay us a
your Office who is not a | 1% day of each month Royalty Fee for each
member of a Team (as  |and are due on the 10" | Licensed Associate who

defined below): (a) 6% |day of each month. is not a member of a
of your Adjusted Gross Team. Upon that
5 NextHome Franchise Disclosure Document
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Type of Fee
(See Note 1)

Amount

Due Date

Remarks

Income from the
Licensed Associate
(“Percentage Plan”); or
(b) a flat monthly fee
(“Flat Fee Plan™) of (i)
$210 if you have a 1-
year term, or (ii) $200 if
you have a 5-year term.

Royalty Fees under the
Percentage Plan accrue
at the close of each

applicable transaction.

Royalty Fees under the
Flat Fee Plan for each
month accrue on the 1%
day of that month.

Licensed Associate’s
affiliation with your
Office, you must report
the new Licensed
Associate to us and elect
which of the two Plans
the Licensed Associate
will follow.

If any of your Licensed
Associates are not a
member of a Team, at
least one of those
Licensed Associates that
is not also a member of
a Team must follow the
Flat Fee Plan. You may
only change the plan
designation for a
Licensed Associate if
that Licensed Associate
has been on his/her
current plan for at least
6 months.

(See Note 2)

Team Royalty Fee

For each Team affiliated
with your Office: (a)
$125; and (b) for each
Licensed Associate on
that Team, (i) $120 for a
1-year term, or (ii) $100
for a 5-year term

Team Royalty Fees for
each month are invoiced
on the 1% day of that
month and are due by
the 10" day of that
month.

“Team” means 2 or
more Licensed
Associates working
together who report
their transactions under
1 account in our
reporting system or with
the applicable Multiple
Listing Service or its
equivalent.

If any Licensed
Associate on a Team
leaves the Team to be an
individual Licensed
Associate, you must
designate that Licensed
Associate on the Flat
Fee Plan unless the
Licensed Associate has

WEST\296622085.4
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Type of Fee
(See Note 1)

Amount

Due Date

Remarks

completed 6 months on
the Team Royalty, in
which case you may
designate the Licensed
Associate on either the
Percentage Plan or the
Flat Fee Plan.

Technology Fee

For each side of a
transaction closed by
your Office (i.e., buyer
and/or seller
representation), $90 if
you have a 1-year term
or $80 if you have a 5-
year term.

Invoiced on the 1% and
due on the 10" day of
each month.

Technology Fees accrue
on the closing of a
transaction.

For the initial term of
your franchise,
Technology Fees are not
required in connection
with transactions
pending on the Start
Date or when a
Licensed Associate
joins your Office (for
transactions related to
such Licensed
Associate).

Additional Training

Our out-of-pocket costs
incurred in connection
with such training,
including travel and
related expenses

Upon invoice

If you request additional
training, or if we require
you to participate in
additional training as a
condition for curing a
default under the
Franchise Agreement,
you must reimburse us
for these costs, and we
may charge you a
Consulting Fee
(described below).

Optional Ongoing
Training

We may charge a fee for
optional ongoing
training. As of the date
of this Disclosure
Document, however, we
do not charge a fee
(other than the
Consulting Fee, if
applicable) for optional,
ongoing training.

Upon invoice

You must pay for the
costs incurred by your
representatives in
attending such training.
If you have requested
and we have agreed to
provide training at your
location or another
location to which we
agree to travel, you must
reimburse us for all
travel, lodging, meals,
and other incidental
expenses we incur in
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Type of Fee
(See Note 1)

Amount

Due Date

Remarks

connection with the
training and pay us a
Consulting Fee
(described below).

Disaster Relief
Contribution

$299 per year if 1-25 total
Staff Members; $499 per
year if 26-75 total Staff
Members; $899 per year
if 76+ total Staff
Members

Due on your Start Date
and each year thereafter
on the anniversary of the
Start Date

(See Note 3)

Cost of Audit

Actual expenses we
incur in connection with
an audit of your books
and records

Upon invoice

Payable if the audit was
required by your failure
to report or if the audit
shows an underpayment
of 3% or more

Renewal Fee

$4,500 (See Note 4)

When you sign the
Franchise Agreement for
the renewal term

If you have a 1-year
term and elect to renew
for a 5-year term, you
must pay us the initial
franchise fee we are
then-charging for new
5-year terms, less the
amount of the initial
franchise fee you paid in
connection with the
expiring 1-year term.

Transfer Fee
(See Note 5)

$4,500

Upon notice of our
consent to the proposed
transfer

Our approval of a
proposed transfer is
conditioned on, among
things, our receipt of the
transfer fee.

The transfer fee is in
addition to the
Administrative Fee
(described below) that
you must pay in
connection with your
request for our consent
to a proposed transfer.

Administrative Fee

$250

When you request the
change

Payable for any request
for a change in business
name, relocation of your
Office, change of
Principal Broker,
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Type of Fee
(See Note 1)

Amount

Due Date

Remarks

transfer, closure of a
Branch Office,
establishment or
extension of a New
Development Office (as
defined in Item 12), or
any other change
requiring an amendment
to the Franchise
Agreement

Credit Card Processing
Fees

Currently 3%

As incurred

We reserve the right to
adjust this amount if
credit card processing
fees change.

Consulting Fee

$200 per hour, plus
reasonable cost of our
travel-related expenses

Upon invoice

Charged only if you
request on-site training,
assistance, or
consultation or we
determine that such on-
site assistance is
necessary.

Annual Meeting
Registration Fee

Up to $899 per attendee

Before the meeting is
held, as we specify

Payable only if we hold
an annual meeting. If
none of your
representatives attend
the meeting, you must
still pay the annual
meeting registration fee
for 1 person within 30
days after the date of the
meeting.

Interest on Late
Payments

1.5% per month or the
highest rate allowed by
applicable law,
whichever is less

Upon invoice

Payable only on
payments not received
when due

Fee for Late Payment or
Reporting Deficiency

$50 per month for each
late payment or
reporting deficiency;
$100 per month for each
unreported Licensed
Associate

Upon demand

Payable in addition to
any interest or other
charges that may be due
to us for late payment or
non-reported matters
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Type of Fee
(See Note 1)

Remarks

Declined Payment
Charge

Payable if a payment to
us is declined by your
bank. Payable in
addition to any late
payment fee and interest
due on late payment.

Insurance

Payable only if you fail to
maintain the minimum
insurance we require and
we choose to procure the
required insurance for
you.

Licensed Associate
Business Cards

If any of your Licensed
Associates fails to order
business cards from our
designated supplier
within 15 days after the
commencement of her/his
affiliation with your
Office, we will have the
right (but not the
obligation) to order
business cards on behalf
of the Licensed Associate
and invoice you for our
costs and expenses.

Multiple Listing Service
(MLS) Fees

'You must reimburse us
for any pro-rata (as
determined by us) fees
that the applicable MLS
charges us for its
services. MLSs vary in
the amount and timing of
fees charged for their
services, and it is your
responsibility to
investigate the nature of
such fees for your local
MLS. While it is our
intention to pass-through
our MLS fees to you,
because of the varying
fee structures of MLSs, it

may be the case that the

WEST\296622085.4
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$50 or our actual Upon demand
expense, whichever is
more
Cost of the premium plus [Upon demand
a reasonable procurement
fee
Our costs and expenses  JAs incurred
Our costs Upon invoice
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Type of Fee
(See Note 1)

Amount

Due Date

Remarks

fees we charge you
exceed our actual costs in
maintaining the
applicable MLS.

Liquidated Damages

$4,020, if a Franchise
Agreement with a 1-year
term is terminated before
the Start Date; or

$19,500 if a Franchise
Agreement with a 5-year
term is terminated before
the Start Date; or

If a Franchise Agreement
is terminated after the
Start Date, you must pay
us an amount equal to the
sum of the average of
each recurring monthly
fee and charge assessed
from the Start Date
multiplied by the number
of months remaining in
the term.

Upon termination of the
Franchise Agreement

Liquidated damages are
payable only if the
Franchise Agreement is
terminated by you for
convenience, or it is
terminated by us after
you default under the
Franchise Agreement.

Notes:

1. These fees are payable to us, are not refundable and are uniformly applicable to all franchisees.

2. Transactions pending on the Start Date or when a Licensed Associate joins your Office (for
transactions related to such Licensed Associate) are not subject to the Percentage Plan if you are in
the initial term of your Franchise Agreement. “Adjusted Gross Income” means all consideration
of any kind before splits, expenses or other outlays earned, due or received by you or any of your
Licensed Associates in connection with a transaction for which a real estate license is required,
including (a) cash, commissions, referral fees, commission notes, promissory notes, securities and
interests in real estate investment entities, and (b) all income from auctioneering, property leasing,
business opportunity brokerage, appraisals and the other activities, if any, allowed by the Franchise
Agreement. However, Adjusted Gross Income excludes:

(i)
(i)

(iii)

WEST\296622085.4

Income from property management services;
Income from notary services, operation of a real estate school or from
construction, land development or real estate investment unless the income is
earned for listing, marketing or selling property through your Office;

Income from co-op commissions and referral fees paid to other licensed real

estate firms;
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(iv) Income that you and we have expressly agreed in advance and in writing to
exclude from Adjusted Gross Income; and

(v) The sale or purchase of real property that you own or that is owned by one of
your Licensed Associates as clearly evidenced by documentation you submit to
us. This exclusion will apply only to 1 sale or purchase sale during any 12-month
period by the concerned buyer or seller.

3. We have formed a tax-exempt non-profit foundation, NextHome Disaster Relief Foundation
(“NextHome Disaster Relief Foundation™), to assist NextHome franchisees who suffer from a
natural or man-made disaster (the “Disaster Relief Program”). NextHome Disaster Relief
Foundation is controlled by a board of directors, which includes NextHome franchisees and certain
of our senior officers. We currently select the board members but the board of directors may modify
the selection process periodically. You must pay NextHome Disaster Relief Foundation a fee per
Office on your Start Date and annually thereafter on the anniversary of your Start Date. The amount
of the Disaster Relief Contribution will depend on the number of staff members employed by your
Office, as listed on your Office’s roster in our reporting system as of the date the Disaster Relief
Contribution is assessed each year (the “Staff Members™).

The Disaster Relief Program is designed to assist the NextHome Network in supporting each other
if disaster strikes. If a disaster occurs (whether personal or business related), and you have timely
paid the Disaster Relief Contribution during the term of the Franchise Agreement, you, your agents,
and your employees may each apply to NextHome Disaster Relief Foundation for a grant, not to
exceed $2,000 per applicant, to help you and them recover from the disaster. NextHome Disaster
Relief Foundation will evaluate such applications and pay disaster relief grants in accordance with
the Disaster Relief Program policies set forth in the operating manual (which may be modified
periodically). You, your employees, and your agents may each submit only 1 application per
calendar year to NextHome Disaster Relief Foundation.

4. If you have a 5-year term, you may only renew for a new 5-year term.

While the Franchise Agreement provides that only an agreement with a 5-year term is transferrable
and you cannot transfer an agreement with a 1-year term, if applicable law requires us to allow you
to transfer an agreement with a 1-year term, the transfer fee will also be $4,500.

The transfer fee is payable as follows: (1) $250 due immediately with all materials required to be
submitted to us for our review; and (2) 4,250 due upon notice of our consent to the proposed
transfer. If we do not consent to the proposed transfer, we will retain the $250 paid by you, but
you will not be required to pay the balance of the transfer fee for the proposed transfer. If we
consent to the proposed Transfer but you do not complete the approved Transfer, we will return
your $4,250 but will retain the $250.
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ITEM7. ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Type of Amount Method of When due To whom payment is to
expenditure (See Note 1) payment be made
Initial Franchise $4,500 fora | Lump sum Upon signing Us
Fee 1-year Franchise
agreement or Agreement
$8,750 for a except as
5-year specified in the
agreement State-Specific
Addendum.
Office Lease Usually Lump sum Monthly Landlord or sublessor
between
$1.50 and
$2.00 per
square foot
per month
(See Note 2)
Construction, $0 to As required by | As required by Architect, interior designer,
remodeling and $50,000 contractors contractors landlord, general and other
leasehold contractors
improvements
(See Note 3)
Equipment, $500 to As required by | As required by Suppliers of furniture,
computers, decor, | $25,000 suppliers suppliers fixtures, computers,
furniture, fixtures, equipment, etc.
decorations, etc.
Office supplies, $500 to As required by | As required by Vendors
brochures, $4,000 suppliers suppliers
stationery, etc.
Signs $1,000 to As required by | As required by Sign suppliers
$4,000 suppliers suppliers
Security deposits, | $500 to As required by | As required by Landlord, utility companies,
utility deposits, $3,500 suppliers suppliers government agencies, etc.

business licenses
and other prepaid
expenses

(See Note 4)
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Type of Amount Method of When due To whom payment is to
expenditure (See Note 1) payment be made
Insurance $1,500 to As required by | As required by Insurance agent or carrier
$10,000 suppliers suppliers but
usually payable
in monthly
premiums
Dues, licenses and | $1,000 to As required by | As required by National Association of
permits $4,095 agencies and agencies and REALTORS®, government
organizations | organizations agencies and other
professional associations you
join. If you sign the Casan
Collection Addendum, the
high range includes $495 to
cover the current cost of
membership with the
Institute for 1 Licensed
Associate.
Other pre-opening | $1,000 to As required by | As required by Attorney, accountant and
expenditures $5,000 providers providers other providers.
Additional funds $5,000 to As required As required Working capital, ongoing
required before $100,000 expenses, etc.
opening and during
the initial 3to 6
months of your
business operation
(See Note 5)
Total $16,250 to $220,345
Investment:

(See Note 6)

NOTES:
1.

The amounts in this table will vary depending on whether you are establishing a new NextHome
Office or are converting an existing real estate office to the NextHome system.

Most Offices are in urban areas and can be located in office buildings, free standing buildings, street
locations or shopping centers. Offices typically occupy from 500 to 3,000 square feet of space. You
may have a home office, but you cannot allow clients to visit your home office. Rents will vary
depending on what additional charges are payable to the landlord and what services are provided as
part of the rent. Lease-related charges can include such things as insurance, taxes, assessments,
common area maintenance, heating, ventilating and air conditioning, garbage, janitorial services and
similar charges. We have included an estimate on this chart for 1 month of rent that you may have
to pay before your Office is open for business. The need for rent payments before opening will
depend on the terms of your lease.

The cost of leasehold improvements can vary depending on the previous use of the space being
improved, costs of labor and materials in the area, local building and other code requirements,
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landlord construction criteria, the amount of the landlord’s contribution to leasehold improvement
expenses, if any and other factors.

4. Lease security deposits normally equal 1 or 2 months’ rent.

5. This estimate is based on our 7 years of experience franchising NextHome Offices and the
experience of our executive officers in establishing franchised real estate offices while working for
Realty World - Northern California, Inc. While these figures are based on our best estimate, we
cannot guarantee that you will not have additional cash needs during this period and beyond.

6. Whether a payment is refundable is up to the individual vendors with whom you contract. No
allowance has been made in this chart for any principal or interest expenses required before the
opening of your Office. The need for this type of expense will vary with the terms of any financing
you get in connection with your Office. We do not provide financing for any of the foregoing costs
or expenses.

ITEM 8. RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

As of the issuance date of this Disclosure Document, you are not required to purchase any
goods or services from us but you may purchase marketing materials, a domain name, recruiting
brochures and recruiting packets from us. You must purchase products that bear our name,
trademarks or service marks, including yard signs, stationery, wallpaper and business cards, only
from suppliers we designate. If we have designated a particular supplier as the sole source for
specified goods or services for you to use or sell in your Office, you may purchase only from that
supplier.

We will provide you and approved suppliers with the specifications for the products and
services that must meet our requirements. However, if our specifications involve any of our trade
secrets, confidential information or proprietary property, we have discretion whether to provide
that information to any supplier and, if we do, under what conditions. If you execute a Casan
Collection Addendum, any Licensed Associate which will represent sellers and buyers in
connection with the purchase and sale of luxury real estate will be required to maintain a
membership with the Institute and complete Luxury Online Training. The Institute is currently
our only approved supplier for such training and certification.

If you wish to purchase any goods or services from a supplier not on our approved or
designated supplier lists you must notify us in writing and, upon our request, provide us with
product specifications, sample products, and/or information about the supplier. We will give you
our decision about whether we approve or disapprove of the supplier within 30 days of receiving
all of the information we require. If we do not approve the supplier, we will give you our reasons
for withholding our approval. If you ask us to approve a supplier, you must reimburse us for any
expenses we reasonably incur in inspecting the supplier’s premises, checking the supplier’s
credentials or testing its products or services. As a condition of approving a supplier of any product
that bears our name, trademarks or service marks, the supplier must sign our Approved Supplier
Agreement to enable us to control the quality. To be approved, a supplier must be able to meet
our minimum service levels, quality standards and comply with our Branding Guidelines as well
as being able to provide its products or services nationally. We may withdraw our approval of a
supplier if the supplier no longer meets our standards. If we do not respond to a request for
approval of a supplier within the 30-day period, our approval will be deemed to be withheld.
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Certain items that you use in your business must meet our specifications even though they
do not have to be purchased from a designated or approved supplier. We will communicate our
standards and specifications to you on the NextHome Intranet (“Intranet”), in the Franchisee
Materials and Branding Guidelines or directly to the supplier, in our discretion.

We and our affiliates reserve the right to derive revenue, rebates, and/or other material
consideration from required purchases or leases by NextHome franchisees. In our fiscal year
ended September 30, 2021, neither we nor our affiliates derived revenue, rebates, or other material
consideration from required purchases or leases by our franchisees.

We receive payments from certain approved and designated suppliers, calculated as a
percentage of total purchases (between 3% and 25%, depending on the supplier); these franchisee
purchases are optional. We have established purchasing arrangements for favorable price terms
for the benefit of all NextHome franchisees.

Your Office location must meet certain basic criteria, which we will provide to you. You
must obtain our approval of the location of your Office.

You must purchase and maintain in full force and effect during the term of the Franchise
Agreement that insurance that you determine is necessary, which must include at least the types of
insurance and the minimum policy limits specified by us in the Franchisee Materials or otherwise
in writing. Currently we require:

(1) Errors and Omissions insurance covering you and each of your Licensed Associates
with a per claim limit of not less than $1,000,000;

(2) a comprehensive Business Owners Policy that includes bodily injury/property damage
coverage of no less than $1,000,000 per claim/$2,000,000 aggregate coverage;

(3) replacement cost coverage equal to the value of your interest, including furniture,
fixtures, tenants” improvements and equipment, including for home-based Offices;

(4) business interruption coverage;

(5) as applicable under law or statute in each state, Workers Compensation insurance per
state requirements for employees (and agents where applicable); and

(6) any other types of insurance required by applicable law.

We may require additional types of coverage or increase the required minimum amount of
coverage upon reasonable notice. These policies must be in place, and you must provide us with
certificates of insurance evincing the required coverage and proof of payment therefor (including
with respect to any renewal of such coverage), by no later than the applicable date specified by us
in the Franchisee Materials or otherwise in writing. The evidence of insurance must include a
statement by the insurer that the policy or policies will not be canceled or materially altered without
at least 30 days’ prior written notice to us. Each of these insurance policies must be issued by an
insurance company with a rating of at least “A” by A.M. Best & Co., designate us as an additional
named insured and be satisfactory to us in form, substance and coverage.

In order to ensure your compliance with our insurance requirements, we may contact your
insurance brokers and/or carriers concerning your insurance coverage and, upon our request, they
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will provide us with copies of your insurance documents, including your policies of insurance. If
you fail to obtain and maintain the required insurance coverage, we have the right, but not the
obligation, to obtain the required insurance on your behalf and to charge you for the cost of the
insurance, plus a reasonable fee for our services in procuring the insurance.

Other than approved supplier The Orange Appeal Store, in which Imran Poladi has an
interest, and approved supplier NextMortgage, LLC in which James Dwiggins, Tei Baishiki, Keith
Robinson, Charis Moreno, and Imran Poladi own an interest through their holding company,
Okane Holdings, LLC, none of our officers has an interest in any designated or approved supplier.

Of all purchases and leases for establishing your Office, we estimate that approximately
7% to 12% will be for required purchases and leases, and of all purchases and leases for operating
your Office, we estimate that approximately 3% to 8% will be for required purchases and leases.

There are no purchasing or distribution cooperatives. We plan to negotiate purchase
arrangements with suppliers for items used by all or most of the NextHome Offices for the benefit
of all NextHome Offices. We may require that all NextHome Offices purchase certain items from
a designated supplier in return for an advantageous price or other benefits being made available to
NextHome Offices.

We do not provide material benefits, such as renewal or granting additional franchises, to
you based on your use of designated or approved sources.

ITEM 9. FRANCHISEE’S OBLIGATIONS
FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise and other agreements. It will
help you find more detailed information about your obligations in the agreements and in
other items of this disclosure document.

Obligation Section in Agreement | Disclosure Document
Item
a.  Site selection and acquisition/lease Section 8 Item 11
b.  Pre-opening purchases/leases Sections 6 and 8 Items 7, 8 and 11
c.  Site development and other pre-opening Sections 6 and 8 Items 7, 8 and 11
requirements
d. Initial and ongoing training Sections 6 and 8 Item 11
e. Opening Section 8 Items 8 and 11
f. Fees Section 7 Items 5, 6, 7,11 and 17
g. Compliance with standards and Sections 6 and 8 Items 8, 11, 13, 14 and
policies/operating manual 16
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Obligation

Section in Agreement

Disclosure Document
Item

h.  Trademarks and proprietary information Sections 8 and 11 Items 13 and 14

i.  Restrictions on products/services offered Section 8 Items 8 and 16

j. Warranty and customer service requirements |Section 8 Not applicable

k.  Territorial development and sales quotas Not applicable Item 12

I. Ongoing product/service purchases Sections 6 and 8 Items 8, 11 and 16

m. Main.tenance, appearance and remodeling Sections 8 Items 8 and 17
requirements

n. Insurance Section 10.4 Items 6 and 8

0. Advertising Sections 6 and 8 Items 6 and11

p.  Indemnification Sections 8, 11 and 13 Item 13

g. Owner’s participation/management/staffing  |Sections 8 and 9 Item 15

r.  Records and reports Sections 7 and 10 Item 6

s.  Inspections and audits Sections 7 and 8 Item 6

t.  Transfer Sections 3, 7.10 and 12 |ltems 6 and 17

u. Renewal Sections 5 and 7 Items 6 and 17

v. Post-termination obligations Section 13 Item 17

w. Non-competition covenants Section 11 Item 17

X.  Dispute resolution Sections 14.2 and 15 Item 17

y. Personal Guarantee Section 14.8 and Item 15

Attachment 7

ITEM 10. FINANCING

We do not offer direct or indirect financing. We will not guarantee your note, lease or
obligation.

ITEM 11. FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS

AND TRAINING

Except as listed below, NextHome, Inc. is not required to provide you with any
assistance.

Pre-Opening Assistance

Before you open your Office, we will:
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1. Consult with you regarding the location requirements for your Office and its design
and construction or, if you have an existing office you are converting to a NextHome Office, its
remodeling. (Franchise Agreement Sections 6.1 and 8.2.1 — 8.2.3) Among the criteria we use in
determining whether to approve your site are the physical characteristics of the location, the area
in which it is located, the demographics of the area, its proximity of other NextHome Offices,
traffic patterns in the area and the visibility and accessibility of the location. Before you lease
your Office site, we must review and approve your Office location. (Franchise Agreement
Section 8.2.1) We have no set time within which we must review and approve your site.
However, we will not unreasonably withhold or delay our approval. If you do not locate a site of
which we approve within 90 days of the date of the Franchise Agreement, we can terminate the
Franchise Agreement without any refund to you. (Franchise Agreement Section 8.2.1)

2. We do not find you an office location. It is your responsibility to find a location
and submit its details to us for review and approval. You may operate your NextHome business
from a home office, but you must equip and supply your home office in accordance with our
standards and cannot have clients visit your home office. (Franchise Agreement Section 8.2.1)
The typical length of time between the signing of your Franchise Agreement and the opening of
your Office is 60-90 days. However, if you are converting an existing real estate office to a
NextHome Office, it can take less time. Factors that can affect the time in which a new Office
can be built and opened include the time needed to secure a location and lease, the time needed
to obtain building permits, requirements of local zoning laws and other ordinances, the availability
of labor and materials, and the time needed to acquire and install equipment, fixtures, décor and
other items. Unless we agree otherwise, your Office must be open for business within 90 days of
when you sign your Franchise Agreement. (Franchise Agreement Section 8.2.2) If it is not, then
we can terminate your Franchise Agreement if you fail to open your Office within 20 days after
receipt of written notice of default. (Franchise Agreement Section 13.2(b)) We must approve the
opening of your Office before you may open for business. (Franchise Agreement Section 8.4.1)

3. We provide you with access to our proprietary software and Franchisee Materials
on the Intranet to enable your operation of the Office in accordance with our standards. (Franchise
Agreement Sections 6.2 and 8.5) Franchisee Materials may include tools for accounting,
reporting, marketing, advertising, training, client relationship management, and website
functionalities. To gain access to the Intranet, you must sign our Intranet Use and License
Agreement, attached as Attachment 4 to the Franchise Agreement. (Franchise Agreement Section
8.6)

4. Your Principal Broker and Sales Managers must attend and complete to our
satisfaction each day of our orientation program. (Franchise Agreement Section 8.3)

5. We provide you with the names and addresses of our approved and designated
suppliers of specified goods and services. (Franchise Agreement Section 8.6)

Continuing Assistance

During the operation of your NextHome Office, we provide the following services:
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1. We permit you to use our Marks for the operation of your NextHome Office at the
Approved Location. (Franchise Agreement Section 8.1.1)

2. You will have access to our Franchisee Materials to enable your operation of the
Office and compliance with the Franchise Agreement. Unless we advise you otherwise, you must
comply with the specifications and standards included in the Franchisee Materials. (Franchise
Agreement Sections 6.2 and 8.5)

3. We will use commercially reasonable efforts to make our representatives available
to you for consultation regarding System specifications and standards in a timely manner at no
additional charge. Subject to our availability and your payment of a Consulting Fee and our travel
expenses, we may also provide on-site consultations at your Office. (Franchise Agreement
Sections 7.7 and 7.12)

4, We reserve the right to conduct an annual meeting for all System franchisees at
those times and places that we select and upon reasonable prior notice to you. During the meeting,
we would provide System updates, offer continuing education, and encourage discussion about
topics that are important to the System. We can charge up to $899 per attendee for attending the
annual meeting. If none of your representatives attend the annual meeting, you must still pay the
annual meeting registration fee for 1 person within 30 days after the date of the annual meeting.
We encourage the attendance of all Principal Brokers, Owners, and Sales Managers. Others may
attend with our prior written approval. You are responsible for all travel and related expenses
incurred in connection with the annual meetings. (Franchise Agreement Section 7.13)

Advertising

We do not have a formal advertising program for the System and do not have any obligation
to conduct advertising. Nevertheless, we do conduct Internet-based advertising and marketing
periodically.

All advertising and promotion that you undertake, whether through conventional media,
the Internet, other technology or forum, or by other means must be truthful, accurate and conform
to the highest standards of ethical advertising, meet our specifications for the use of our trademarks
as to artwork, lettering, color, size, construction and other criteria. Except for marketing artwork
and copy that we have provided or previously approved, you must submit to us copies of all
promotional and advertising materials that you propose to use at least 2 weeks before the proof
approval deadline. You must include the name and address of your Office on all marketing and
advertising materials in any medium, including web-based facilities. You must ensure that
everyone affiliated with your NextHome Office meets this requirement, as well. We will not
approve materials that publicize fees or commission rates for your services. We will review the
materials within a reasonable time and will promptly notify you whether we approve them. You
must not use any promotional or advertising materials that we have not approved or have
disapproved. If you fail to comply with any of our standards or Branding Guidelines for
advertising and promotion, we may terminate the Franchise Agreement if you do not correct the
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failure within 20 days after we deliver written notice of the failure to you. (Franchise Agreement
Section 8.1.5)

We have created franchise advisory committees composed of franchisees, which advise us
on certain System issues, which currently include marketing, charity, technology, education,
growth and culture. We reserve the right to create, modify and eliminate advisory committees and
the functions they serve us and the System in our discretion. Advisory committees do not have
decision-making authority for the System or Network but we engage in dialogue with committee
leaders and value the opinions and feedback we receive from them. Each committee is led by a
Chair and Vice Chair who each serve for a 1-year term and are elected by NextHome franchisees,
with each franchisee having 1 vote.

We do not have any regional advertising cooperatives.

Computer Systems

We do not require you to use any particular computer system as long as your system is
capable of maintaining accurate records of your Office’s operation, running our proprietary
software and connecting to the Internet. (Franchise Agreement Section 10.1 and 10.3) You should
also purchase a printer and any additional equipment you need to access the Internet and operate
your Office. We will provide you with access to our Intranet and license to you, at no additional
charge, our proprietary software hosted on our Intranet to enable you to use certain aspects of the
System, which may include accounting, reporting, client relationship management, and website
functionalities. You must use our proprietary software to connect with our computer system and
to maintain your records, make reports to us, receive our billings and allow communications
between us. When you sign the Franchise Agreement you must also sign our Intranet Use and
License Agreement, attached as Attachment 4 to the Franchise Agreement. (Franchise Agreement
Section 6.2) If you are purchasing new computer equipment, we estimate your costs for new
computers and other software for your Office will run between $1,000 and $10,000, depending on
the number and type of equipment you buy. If you are converting an existing real estate office to
a NextHome Office, you may already have all of the computer equipment and software you need.

While you are not required to, we recommend that you obtain a maintenance contract on
your hardware and software. We estimate the costs of such contracts should run between $180
and $500 per month, but they may be more depending on the number of computers, the nature of
your system and the types of software you employ.

If, after the date of your Franchise Agreement, we require that you use any particular type
of computer or other electronic equipment or any different or additional software programs, you
are required to comply with our requirements and specifications. The cost of the items we require
will be comparable to other items of similar quality that are available on the open market. We may
be the sole supplier of proprietary software for use in NextHome Offices. There are no contractual
limitations on the cost or frequency of these requirements.
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You agree in the Franchise Agreement that we can have access to the records and client
information you and your agents maintain using our software and computer system, as well as
those maintained with our designated suppliers, approved suppliers and other suppliers we
integrate with to supply products or services to you. It is your responsibility to make sure you
disclose this requirement to your agents and clients and that your agents disclose this requirement
to their clients.

We will not have independent direct access to your computer itself. We do have the right
under the Franchise Agreement to access and copy the data and records on your computer system
to the extent that they pertain to your Office. (Franchise Agreement Section 10.2) There are no
other contractual limits or rights concerning our right to access the information on your computer
system.

You must use our required forms, disclosures and privacy statements and adhere to our
policies and practices regarding collection, disclosure, use, retention and safeguarding of personal
information and data, as updated by us periodically, and obtain all required consent or permission
from all required parties regarding such collection, disclosure and use of information. You must
display and disclose our policies and statements regarding any personal information and data
privacy, collection, disclosure, use, retention and safeguarding on any authorized website relating
to your Office and any authorized web page under your control, management or administration,
and in operating your Office, in the manner and form specified or approved in writing in advance
by us periodically. You must abide by all standards, laws, rules, regulations or any equivalent
thereof applicable to data collection and privacy. If you suspect or know of a security breach,
you must immediately give us notice of such security breach and promptly identify and remediate
the source of any compromise or security breach at your expense. Y ou assume all responsibility
for providing all notices of breach or compromise and all duties to monitor credit histories and
transactions concerning clients of your Office, if applicable.

Operating Manual

We do not have a printed operating manual. Our operating and support materials are
contained in our electronic Franchisee Materials. Our manuals and related materials comprise the
equivalent of approximately 500 pages of information. We will give you the opportunity to view
our Franchisee Materials in the presence of our representative at a mutually convenient time and
place before you enter into a Franchise Agreement with us.

Orientation Program

Our orientation program is designed to familiarize your Principal Broker and Sales
Managers with the resources, programs, technologies, marketing and services we offer as part of
the System. It is conducted as needed. In connection with the initial term of your franchise, no
later than 30 days after the Start Date, your Principal Broker and each of your Sales Managers
must attend each day of the 4-day orientation program and complete it to our satisfaction. If any
of the individuals required to attend the orientation program is later replaced, then the new hire
must attend the orientation program within 60 days after he or she is employed by you.
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TRAINING PROGRAM

DAY 1
SUBJECT HOURS OF HOURS OF ON- LOCATION
CLASSROOM THE-JOB
TRAINING TRAINING
Company History 5 0 Online or Our
Headquarters
Corporate Strategy 5 0 Online or Our
Headquarters
Company Future Planning 5 0 Online or Our
Headquarters
Systems & Reporting 1.5 0 Online or Our
Headquarters
SUBJECT HOURS OF HOURS OF ON- LOCATION
CLASSROOM THE-JOB
TRAINING TRAINING
Marketing Materials 1 0 Online or Our
Headquarters
Training Programs 5 0 Online or Our
Headquarters
Support Systems 5 0 Online or Our
Headquarters
TOTALS 5 0
DAY 2
SUBJECT HOURS OF HOURS OF ON- LOCATION
CLASSROOM THE-JOB
TRAINING TRAINING
Integrated Technology 2.5 0 Online or Our
Headquarters
Listing Syndication 5 0 Online or Our
Headquarters
Mobile Technology 5 0 Online or Our
Headquarters
Website Technology 5 0 Online or Our
Headquarters
CRM 5 0 Online or Our
Headquarters
Partner Programs 5 0 Online or Our
Headquarters
TOTALS 5 0
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DAY 3

SUBJECT HOURS OF HOURS OF ON- LOCATION
CLASSROOM THE-JOB
TRAINING TRAINING

Brokerage Overview / Current 1.5 0 Online or Our

and Future Expense Analysis Headquarters

SWOT (Strengths, Weaknesses, 2 0 Online or Our

Opportunities, Threats) Headquarters

Office Set Up (Virtual vs. 1.5 0 Online or Our

Physical Office) Headquarters

Review of NextHome Tools and 1 0 Online or Our

Technology For Recruiting / Headquarters

Retention

Setting Up the Unique Value 2 0 Online or Our

Proposition Headquarters

TOTALS 8 0

DAY 4
SUBJECT HOURS OF HOURS OF ON- LOCATION
CLASSROOM THE-JOB
TRAINING TRAINING

Commission Structure and 2.5 0 Online or Our

Compensation Packages Headquarters

Retention of Agents 5 0 Online or Our
Headquarters

Recruitment of Agents 3 0 Online or Our
Headquarters

Agent Coaching 1 0 Online or Our
Headquarters

Productivity Accountability 1 0 Online or Our
Headquarters

TOTALS 8 0

We conduct the orientation program either online or at our headquarters, which currently
is in Pleasanton, California. (Franchise Agreement Sections 7.7 and 8.3) We do not charge a fee
for the orientation program, but you must pay for all expenses incurred by all of your attendees,
including travel, lodging, and meals. (Franchise Agreement Section 8.3) At your request, we may
agree to provide th