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REAL ESTATE FRANCHISE AGREEMENT

~ The parties, GMAC Real Estate, LLC; a Delaware limited liability company, with its
prineipal offices at 2021 Spring- Road, Suite 300, Oak Brook; IHinois 60523 (“GMAC Resl
Estate”); and o '

Joseph Carl Real Estate, LLC - Trade Name: ,

Exact name under which real estate ' Diamond GMAC Real Estate

license is held ("Strategic-Partner"), _

whose principal place of business is - (initial selection of and any modification
located at 684 North Oracle, Suite 100, of Trade Name requires prior written
Tucson, Arizona 85704, approval of GMAC Real Estate. However,

FEDERAL ID# 56-2273 921 _ ' Strategic-Partner is solely responsible for
. ensuring that its choice of Trade Name
complies with applicable law and does not
infringe on the rights of any third parties.)

agree as foliows:

I. THE FRANCHISE.

GMAC Real Estate and its predecessors have déveloped a -franchise system (the
"F,xjanchisé")bwhich will permit use -of the Marks (as defined in Section 3), including the Mark
"GMAC Real Estate", in the promotion and sale of Real Property (as defined in Section 9.C).
The Franchise provides those firms selected to be strategic-partners with the opportunity to use
the Marks and to participate in the other benefits outlined in this Agreement.

GMAC Real Estate: (a) provides guidelines regarding the use of the GMAC Real Estate
-name and. other Marks, which are intended to niakimize the value of the nationally recognized
image-of GMAC Real Estate and improve the effectiveness of Sttategic-Partner’s advertising,
‘public relations, personnel recruiting and sales promotion prograins; (b) facilitates referrals
between strategic-partners (but excluding referrals from GMAC Real Estate’s affiliated
relocation company, unless Strategic-Partner and/or Strategic-Partner’s sales assoeiates have
qualified for such referrals, and then, subject to the conditions of such qualification); (c) provides
systems and programs to deliver sales fraining and education, management training and client
promotio_nal' ‘materials to its strategic-partners; and (d).periodically provides a national business -
conference-for the benefit of its strategic-partners. :

‘GMAC Real Estate will strive to improve the Franchise through development of new
programs and. review of existing programs and will seek recommendations from ifs strategic-
partners to strengthen the Franchise at local and national levels. :

2. RELATIONSHIP OF THE PARTIES.
GMAC Real Estate and Strategic-Partner are each -independently owned and operated

businesses which: share 'similar mutual interésts with respect to real estate ‘brokerage. Neither
this Real Estate Franchise Agreement (this “Agreement”), nor the use of the term “Strategic-
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Partner” in this Agreement, is intended to create or shall be construed to create an agency,
partnership, joint venture or employer-employee relationship between the parties. The GMAC
Real Estate business operated by Strategic—Partne’r is an independently owned and operated
business and Strategic-Partner is solely responsible for its day-to-day conduet and activities.
Strategie-Partner is not an agent (actual, implied or ostensible) of GMAC Real Estate, Neither
party shall-hold itself out to be an agent, partoer, joint venturer or employee of the othes party.
Neither party shall have the right to bind or obligate the other party.

Strategic-Partner agrees to conduct its real estate brokerage business: (a):in such fashion

- as to feflect favorably at all times ori GMAC Real Estate and the good name, goodwill and

reputation of GMAC Real Estate and the Marks, and (b) ini compliance with all laws and-
regulations pertaining to the opégation of its real estate brokerage business.

3. THE MARKS.

A. Ownership and Modification of the Marks. GMAC Real Estate is the owner or
licensee of the GMAC Real Estate trademarks, service marks, trade dress, logos, designs; colors
and other com'merc-ial symbols used to identify the products and services.offered by GMAC Real
Estate franchises, incliding the mark “GMAC Real ‘Estate” (collectively the "Marks").
Strategic-Partner’s right to usé the Marks-is derived solely from this Agreement and is limited to

the operation of a real estate brokerage business by Strategic-Partner, pursuant to and o

compliance with this Agreement and with all applicable standards, specifications and operating
procedures prescribed by GMAC -Real Estate, from time to fime, during the term of this
Agreement. A copy of the current GMAC Real Estate Identity Standards Manual, as.revised by
GMAC Real Estate from time to time (the “Identity Standards Manual”) may be-accessed by -
Strategic-Partner at gmacmembers.com or at such alternative site as GMAC Real Estate may
designate in the future. Any unauthorized use of the Marks by Strategic-Partner shall constitute
a Default (as defined in Section 18.D.) of this Agreement and an infringement of the rights of
GMAC Real Estate in and to the. Marks. GMAC Real Estate will protect and defend the Marks
in the manner that it, in-its sole discretion, determines is required. All goodwill resulting from
Strategic-Partnei’s use aiid promotion of the Marks will aecrue to the benefit of GMAC Real

Estate.

If it becomes advisable at any time, in the sole discretion of GMAC Real Estate, to
modify or discontinue use of any Mark and/or to require. Strategic-Partner to use one or more
additional or substitute trademarks, service marks, trade dress, logos, designs, célors and other
commercial symbols, Strategic-Partner agrees to comply with ._the"requirement_s-of GMAC Reat
Estate ‘to modify or otherwise discontinue the use of such Mark and/or to usé one or more
additional or substitute’ trademarks, service marks; trade. dress, logos, designs or other
commercial symbols after notice to do so from GMAC Real Estate. All provisions of this
Agreement applicable to the Marks shall apply-to any other trademarks, service. marks, trade
dress, logos, designs, .colors and .commereial symbols later authorized by GMAC Real Estate, in
writing, for use by and licensed to Strategic-Partner. The term “Marks” shall include any marks.
developed and/or registered in the future.

GMAC Real Estate shall have no obligation to reimburse Strategic-Partner for.any -
expenditures made by Strategic-Partner to modify or discontinue the use of a Mark or to adopt
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includes the words “GMAC Real Estate” or some variation of those words, GMAC Real Estate
will (a) provide Strategic-Partner 12 months’ prior written notice of the change and (b) allow
Strategic-Partner to terminate this Agreement at the end of the twelve-month nofice period. If
Strategic-Partner elects to so términate this Agreement, Strategic-Partner shall notify GMAC
Real Estate, in writing, at least 90 days before the expiration of the 12-month notice. period and
shall comply with all Ppost-termination abligations contained in this Agreement.

B. Use of Marks. To maintain the-integrity of the Marks and the ,Fra'.r;chi-'s,_e, GMAC
‘Real Estate retains the right to control the quality of all materials and programs bearing the
Marks and the manner in which the Marks are used.

Strategié-Partne'r will use the Marks in all real ¢state brokerage acfivifies at or from the
Licensed Site (as described in Section 6) during the term of this Agreement, and will not use the

>xeept | ith permanent real estate sales offices.approved by GMAC Real
Estate. The Marks shall not be nsed to identify any property, goods or services provided by
Strategic-Partner, other than thosc specifically approved, in writing, by GMAC Real EBstate,
Strategic-Partner will not use the Marks inany manner, which indicates or _imiplies the
endorsement by GMAC Real Estate of any real property listed, sold or advertised by Strategic-
Partner, including such real property’s design, quality or price.

The Marks may be used only in the form and style authorizeéd by GMAC Real Estate, as
outlined from time to .time in this Agreement and its manuals (including the Identity Standards
Manual) and other communications (collectively, the “Trademark Standards”). Any departure
from the Trademark- Standards or any use of the Marks on printed materials not sutlined in the
Trademark Standards must be approved in advance, in writing, by GMAC Real Estate.

If Strategic-Partner is an entity, it shall not use the GMAC Real Estate name or any other
Mark as part of its legal name or in any other manner not expréssly authorized, in writing, by
GMAC Real Estate. Threughout the Term of this Agreement, Strategic-Partner will operate
exclusively under the Trade Name indicated at the beginning of this Agreement with regard to all
advertising, promotions and communications. In no event may Strategic-Partner ise the names
“GMAC” or “GMAC Real Estate” alone or in any abbreviated form when identifying Strategic-
Partner and/or its operations at the Licensed Site. Strategic-Partner may use the GMAC Real
Estate name (but not “GMAC” alone or any other Mark) as part of an Interiet (or:other computer
network) domain name, provided that (i) such use complies with the Trademark Standards; (ij)
prior written approval of the domain name is obtained from GMAC Real Estate; and (iii) upon -
termination of this Agreement for any reason, Strategic-Partner will comply- with the terms of
Section 19.A. (1) with regérd to terminating its use of the GMAC Real Estate riame as part of its
domain riame. ~

GMAC Real Estate reserves- the right te approve any and all public use of the Marks;
other than on materials produced by GMAC Real Estate for use by its ‘strategic-partuers. Use of
the Marks on-any publication (e.g., homeowner newsletter, decoratirig magazine,. booklets, etc.)

3R006 Reg. Fran. Agmt ' 7
CHGO1/30770281.t 3




is specifically prohibited; unless the publication is approved in advance, in writing, by GMAC
. Real Estate. Strategic-Partner will not enter into any agreement providing for the publication. or

display of any advertisement (including any teléphone directory listing) incorporating: the' Marks,
which agreement would result in the publication or display of such advertisement beyond the
expiration of the Term of this Agreement. - ‘ :

GMAC Real Estate reserves th'(: right, in its sele discr'e.tivc')n, to vary standards for any
strategic-partner based upon the -peculiarities or uniqueness of a strategic-partner’s particular
cireumstances, husiness practices or any other conditions which GMAC Real Estate deems to
require such variances. Strategic-Partner shall have no recourse against GMAC Real Estate for
any variation from standard specifications and practices granted to any other strategic-partner
and shall not be entitled to require GMAC Real Estate fo grant Strategic-Partner a like or similar
variation.

4. MATERIALS.

The use of any GMAC Real Estate materials (including copyrighted materials), trade
secrets, recruiting techniques- and other methods and “know how” developed by GMAC Real
Estate as part of the Franchise (collectively, the “Confidential Materials”) are -confidential and
are restricted fo use by Strategic-Partner in its.own business during the Term of this Agreement.
Strategic-Partner shall not use for its own benefit (except .as provided in this Agreement) or
disclose, license to, or otherwise permit, third-parties to use or reproduce, in-any form or manner,
ahy Confidential Materials, or édapt and use, or permit any of its sales associates or employees o
adapt and use, any such Confidential Materials on an Internet (or other compuiter network) site or
in any’other manner without the prior written approval of GMAC Real Estate.  Strategic-
Partner’s obligation to maintain the confidentiality of the Confidential Materials will survive-the.
termination of this Agreement.

All building signs, yard signs, promotional items and printed materials shall adhiere to'the
design, size, colors ard other specifications (together, the “Specifications”) set forth in the
Trademark Standards from time to timé. No-departure from the Specifications shall be permitted
without the prior written approval of GMAC Real Estate which approval shall not be
unreasonably withheld, denied or delayed; any such unapproved departure shall be considered a
Default of this Agreement. Each of -Strategic-Partner’s Licensed Sites shall be required to
display building signs in conformance with the Specifications within_ sixty (60) days of the
Effective Date. If a zoning ordinance, regulation, lease or similar restriction precludes Strategic-
Partner from using a sign consistent with the Specifications, prior to erection of an alternate sign,
the details for such an alternate sign shall be presented for approval to GMAC Real Estate, with a

copy of the relevant zoning ordinance, régulation, lease or similar restriction; GMAC Real

‘Estate’s approval shall not be unreasonably withheld, delayed or conditioned.

A'l_l‘ business records, letterheads, business forms, advertising and other materials
(excluding business -cards and building and yard signs) disseminated to the public and used in
Strategic-Partner’s business. shall indicate Strategic-Partner's independent ownership of the
brokerage business with the statement "An Indépendently-Owned and Operated Firni".
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GMAC Real Estate will provide the initial development of 4 new logo treatment for
Strategic-Partner, together with a franchise opening/starter kit, including .operating and
presentation manuals, videotapes, audio tapes; 'adVeftising' materials, magazines and marketing
products, at no cost-to Strategic-Partner. .Pre-apprqved_advertising and marketing templates also
are available to Strategic-Partrer at-gmacmembers.com.

5. TRAINING.

A. Getting Connected Session. For New Strategic-Partners: GMAC Real Estate shall
conduct a Getting Connected Session ("GCS") in the Chicago, Illinois area, or such other
location designated by GMAC Real Estate. Strategic-Partner. or its designated manager must
attend, and ‘satisfactorily complete, the first available GCS after execution of this Agreement.
GMAC Real Estate will pay the GCS registration fee for one attendee (either Strategic-Partner or
its designated manager) to attend a-GCS at the site selected by GMAC Real Estate, provided that-
such designated. person attends the first available GCS after execution of this Agreement.
Strategic-Partner may elect to have additional persons-attend a GCS, but it must pay the then-
current GCS registration fee for each additional attendee. :

For Renewing Strategic-Partners: Within six (6). months after renewal, Strategic-Partner
shall send at{east one key management representative to.a GCS at.a site designated by GMAC
Real Estate. The representative must complete the GCS to GMAC Real Estate’s reasonable
satisfaction. Strategic-Partner must pay the GCS registration fee for its designated representative
and for each additional atfendee. :

B. Accountability in Management. For both new and renewing Strategic-Partners,
within 24 -months following the Effective Date at least one key management representative of
Strategic-Partner must satisfactorily complete Accountability in Managemerit (“AIM”) training,
AIM is a week-long management taining program currently provided by.a third-party vendor.

Strategic-Partner must pay the AIM training registration fee for each attendee.

C. Great Recruiting ~ Our Way. For both new and renewing -Strategic-Partners,
within 24 months following the Effective Date at least one key management representative .of
Strategic-Partner must satisfactorily complete Great Recruiting — Our Way (“GROW?) training,
GROW is a week-long management- training program focusing on recruiting and retention,
currently provided by a third-party vendor. Strategic-Partner must pay the training registration
fee for.each attendee. ‘

D. Premier Service® Strategic-Partner and each of its manageis and éales associates
must satisfactorily complete Premier Service training within six (6) months following the later to
occur of (i).the Effective Date. or (ii) such-individual first becoming associated with Strategic-
Partner. - Strategic-Partner must pay the registration fee for each attendee,

E. Annual Business Conference/IMPACT! At least one key management
representative of Strategie-Partner must attend either the GMAC Real Estate Annual Busiriess
Conference or an IMPACT! meeting each year during the Term. Stratégic-Partner must pay the
. registtation fee for each attendee. '
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F. Costs. S{t’rategic-Partne_r shall be responsible for all travel, living and other costs its
attendees ineur in assoclafion with attending the fraining programs deseribed. i Sections A.
through E. abave and all other training programs. '

6. GRANT OF THE LICENSE.

A, Current Offices. Sfra_tegic-P'artner represents that it presently operates, or will by the
Effective Date operate; office(s) at the following location(s):

Location’ 684 _North Oracle, Suite IOO, Tucson, Arizona 85704

GMAC Real Estate grants to Strategic-Partner an exclusive license to establish and/or operate
residential real estate brokerage offices displaying the Marks at its existing office location, as set
forth above (the “Licensed Site”) and within its Licensed Tertitory ‘as described in Exhibit D,
attached to this Agreement (the “Licensed Territory”). The continuance of Strategic Partrier’s
exclusivity in the Licensed Territory is conditioned upon Strategic-Partner meeting the
Performance Standards relative to the Licensed Territory, as set forth in Exhibit D.

B. Additional Offices. If Strategic-Partner desires to expand its real estate brokerage
business, by opening an additional office or otherwise, it shall apply to GMAC Real Estate for
approval to do so, by submitfing a written application at least ninety (90) days prior to the
planned date for opening. Approval of such expansion shall be granted, withheld or conditioned
within GMAC Real Estate’s sole discretion and, if granted, shall be in wﬁtihg.. Without limiting
the generality of the foregoing, if Strategic-Partner submits an application for an office
expansion-within the: last three'(3) years of the Term, GMAC Real Estate reserves the right to
withhold approval or fo c¢ondition it on Strategic-Partner entéring into a new franchise
-agreement,; on the_form_ then being offered by GMAC Real Estate, for a term of not less than five
(5) years, covering all of Strategic-Partner’s offices. ‘ '

If Strategic-Partner’s application is approved, Strategic-Partner and GMAC Real Estate
will (i) execute an amendment to this Agreement to add the new office as a LicensedSite, or (i) .
if'the-location of the new office is in a different market area than the Licensed Site(s) covered by
this Agreement, enter into a separate agreement, on the form then being offered by GMAC Real
Estate, with regard tq the new-office, or (iii) if required by GMAC Real Estate in accordance
with the first paragraph of this subsection 6.B., execute a riew agreement, on the form then being
offered by GMAC Real Es't&te,-with regard to all of Strategic-Partner’s offices (e.g. the Licensed
Site(s) and the new office): StrategiQAPartriet’s application must be accompanied by payment of
‘the applicable Joining Fee for the additional franchise. If the office expansion is not approved by
GMAC Real Bstate, the Joining Fee 'will be refunded. ‘ ' '

C. Sublicensing Prohibited. Strategic-Partner shall notzsub'licensc, or permit a third-
party to use, the GMAC. Real Estate name or any other Mark.
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7. CERTAIN ACTIVITIES NOT PRECLUDED; RIGHTS RESERVED BY GMAC
REAL ESTATE. 4 '

Nothing in  this Agreement shall preclude Strategic-Partner or other strategic-partners
from listing, selling or advertising any real estate, wherever it or the owner of the reéal estate may
be located, including in areas serviced by Stratégic-Partner or other strategic-partners, as
applicable. GMAC Real Estate reserves the right: (i) to license othet real estate brokers to use
the Marks anywhere, other than at Strategic-Partner’s Licensed Site(s), including areas adjacent
to, or in proximity with, the Licensed Site(s); (ii) for GMAC Real Estate and its parents,
subsidiaries, or affiliated entities to conduct activities, including real estate brokerage activities,
mortgage, title insurance and relocation operations, in areas adjacent to, or in proximity with, the
Licensed Site(s) under the Marks or other marks; and (iii) for GMAC Real Estate and its parents,
subsidiaries, or affiliated entities to establish other franchises or' company-owned outlets or other
channels of distribution, selling or leasing similar products or services under a different mark,
Additionally, GMAC Real Estate reserves the right to establish, and to have its parents,
subsidiaries and/or affiliated entities establish, anywhere, franchises or company-owned
businesses or other channels of distribution: (x) selling or leasing similar products or services
under trademarks, service marks, trade dress, log-os, designs, colors or other commercial symbels
different from the Marks, or (y) offering dissimilar products or servicés under the Matks.

8. NO CONFLICTING LICENSE / INTEREST.

During the period beginning on the Effective Date and ending on' the last day of the
Term, neither Strategic-Partner nor any of its principals or ownership interest holders (together,
“Owners”), directly or indirectly, shall become affiliated with, establish or have an interest in:
(a) any real estate brokerage franchising or similar system- or service, other than one operated by
GMAC  Real Estate; or (byany real estate brokerage operation or business or real estate °
information center, which is. not licensed by GMAC Real Estate, provided that an independent
comrercial real estate business established in accordance with the Commercial Exclusion
Requirements of Section 9(b) will not be:deemed to violate this provision. The provisions. of this
Section 8; (y) shall remain in effect through the last day-of the Term, even if Strategic-Partner
attémpts to voluntarily terminate this Agreement or ceases operations or if. this Agreement is
terminated as thé result of an Event.of Default atiributable to Strategic-Partner; or (z) shall have
-no further-effect if this Agreement is terminated as the result of a Event of Default attributable to

GMAC Real Estate. '
9. GROSS‘ COMMISSION INCOME AND FEES / REAL PROPERTY.

A. Gross Commission Income, as déﬁned below and where applicable, shall be used as
the-basis for the calculation of fees to be paid by Strategie-Partner to GMAC Real Estate,

'B. "Gross Commission Income" (“GCT?) includes all commissions and fees received
by Strategic-Partner from the marketing and/or sale, lease, transfer or other disposition
(including meigers and similar transactions) (each a “Disposition™) of Real Property (as defined -
below), including (i) any note, obligation, lien or other consideration given to Strategic-Partner
in liew of a commission, léss commissions and refeiral fees paid to coeperating and/or referring
brokers in othei brokerage entities, and (i) all eommiissions ard- fees received by Strategic-
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Partner from property management, the Disposition. of commereidl real estate or the non-
residential portion of farm properties-and any other brokerage or similar activity, (collectively,
“Commerecial Activities”), unless, with respect to this subsection (i1), 'S-t-rategic—P;i_rtner eonducts
such Commercial Activities through a separate legal entity (with a Federal LD. number different
from Strategic-Partner’s), which entity ‘maintains its own office -location and. telephone number
and does not use the Marks (collectively, the “Commercial Exclusion- Requirements™), in
which event the commissions. and fees derived from Commercial Activities. may be excluded

from GCI.

Specifically: (X) GCE includes 4ll referral-reiated income received by Strategic-Partner
unless it has paid GMAC Real Estate a Referral Fee in connection with the same. pursuant to
Section 15, selling bonuses, document preparation fees, administration and. similar fees received
by Strategic-Partner; (Y) GCI does not include desk. rental foes received from. sales agents; fees
for Buyer Price Opinions -provided they do-not exceed $100 per opinion er account for more than
five percent (5%) of Strategic-Partner’s total GCI aniwally; or referral income received by
Strategic-Partner as the “Originating Strategic-Partner” for which Strategic-Partner has paid
‘GMAC Real Estate a Referral Fee in accordance with Section 15 of this Agréement; and
(Z) thete shall not be deducted from the calculation of GCI Strategic-Partner’s expenses,
membership or other fees (including multiple listing service:fees) or payments made to. brokers,

_ sales assoeciates of employees working in association with, or licensed through, Strategic-Partner.

C. "Real Property" includes single and multiple unit residential housing, commercial
properties, farm houses, vacant or unimproved land to be used for residential, recreation or
commiercial purposes, condominiums, cooperatives, townhouses, vacation houses, interests in
interval~own'er§ship/' time-share residential units and mobile homes when affixed to the ground.

10. FEES.

'S'trateg_i.c—P-artner agrees to. pay the following fees (in United States dollars) to GMAC
Real Estate: ‘

AL Joining Fee.  Simultaneously with the. execution of this Agreement (if this
Agreement is not being execited upon the expiration of a similar. contract between Strategic-
Partner and GMAC Real Estate or its predecessor covering the same Licensed Site(s)), a Joining
Fee in an amount equal to $20,000 for Strategic-Partner’s first Licensed Site within a. particular
market area, and $7,500 per Licensed Site for each of Strategic Parther’s additional Licensed _

Site(s) located within the same market area, as determined by GMAC Real Estate.
Notwithstanding the foregeing, if Strategic-Partner qualifies for the Classic Market Program (as
described hereinafter) as of the Effective Date, and, with regard to. any additional offices
approved after the Effective Daté, as of the date of such approval, the Joinirig Fee will be
$7,500, regardless of the number of GMAC Real Estate ofﬁcés.rStratégit:-:Part-ner Operates. For
purposes of this Agreement, the “Classic Market Program” is a reduced-Joining. Fee program
open to strategic-partners that (i) earned $499,999 or less of GCI in the twelve (12) calendar
months immediately preceding the Effective Date and (ii) are not located within any
Metropolitan Statistical Area, as determined in aecordance with the then-current standards of the
United States Office.of ‘Management and Budget. ' :
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.B. Royalty Fees. In accordance withi the provisions of Exhibit A, attached.

C. Referral Office Fee. A Referral Office Fee of §$504 per year, billed in monthly
installments of $42 per month (or $485 if paid in full, in advance; on the Effective Date and on
each subsequent anniversary date thereof) for. eich Licensed Site. Strategic-Partner
acknowledges that payment of ‘the Referral Office Fee.is required to help defray the costs of
promoting GMAC Real Estate's broker to broker referral network and that payment of the
Referral Office Fee does not insure that Strategic-Partner will receive any such broker to broker
referrals.

D. Referral Fee. A referral fee, in-accordance with Section 15 below, to GMAC Real
Estate and, as applicable, any of its strategic-partners, within 10 days of the receipt by Strategic-
Partner of a commission or fee generatéd from a trangaction which was referred to Strategic-
Partner by GMAC Real Estate or any of its strategic-partners. ' .

E. Adveitising Fee. In accordance with the provisions of Exhibit A, attached.
Advertising Fees shall be used in connection with the Advertising Fund, deseribed in Section 14
of this Agreement

F. Training Fees. In accordance with the-provisions of Section 5 of this' Agreement.

G. Returned Check/Réjected EFT Fee. Strategic-Partner will be charged a fee of
$50 for each check returned or electronic funds transfer {EFT) rejected due to insufficient funds
or due to Strategic-Partner’s issuance of a stop-payment order. Said fee will be in addition to,
and not in lieu of, any other remedies available fo GMAC Real Estate which may arise due to

late or insufficient payments or failure to pay by Strategic-Partner.

11. PAYMENT OF FEES/REPORTING.

A. Strategic-Partner agrees to pay all fees as set forth above and on the appropriate
Exhibit, and to use such forms or computer software as required from time to time by GMAC
Real Estate. Strategic-Partner.agrees to furnish reports to GMAC Real Estate as the latter may
reasonably require, including, but not limited to, periodic finaricial reports and statements, as
provided in this Agreement and as may be reasonably requested by GMAC, Real Estate in the
future. :

B. GMAC Real Estate shall have the right to set-off any amounts due to Strategic-
Partner (including Awards — as defined in Exhibit A, if applicable) against any amounts due from
Strategic-Partner to GMAC Real Estate or to any Affiliate of GMAC Real Estate (an “Affiliate”
of GMAC Real Estate is defined as an entity, the majority ownership of which is held, directly or
through subsidiaries, by General Motors Acceptance Corporation). Within 90 days of receivirg
2 notice, in writing, from GMAC Real Estaté to do s0, Strategic-Partner shall make all reports
through a broker reporting system (“BRS™) approved by GMAC Real Estate and shall make all
payments to GMAC Real’ Estate, electronically, through an electronic funds transfer
account/system (“EFT”) approved by GMAC Real Estate, which may ot may not use a BRS.
After receipt of such written notice and -within the above time period, Strategic-Partrier shall
install and use¢ a BRS and/or EFT; including all required hardware and software. Accepiable
BRS’s and' EFT’s will be those set forth on.a document prepared and distributed by-GMAC Real
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Estate to Strategic-Partner, together with (or prior to) the serviee of the written notice referenced
above. As to cach BRS and EFT (as app.l-ic’;able)? Strategic-Partne: shall {A) continuously
maintain a sofiware support system through an agreement with a reputable and competent

service provider, (B) promptly cause to be rectified all problems which interfere with the proper
operation of the BRS, (C) install updated versions as they become available, and (D) enter
promptly (within 48 hours of settlement or closing, as to fees based on GCI or transactions) and
accurately all information requested, including information related to listings, pendings, offices
and agents. In addition, as-to each EFT: (Y) Strategic-Partner shall enter into and keep effective
whatever agreements with third-parties (including Strategic-Partner’s finaneial institution) are
required to permit GMAC Real Estate to withdraw electronically from Strategic-Partner’s
account-amounts to which GMAC Real Estate is entitled and to provide in such agreements that
30-days prior notification will be given to GMAC Real Estate before such agreements are
terminated, suspended or materially changed, and 2y Strategic-Partner shall ‘maintain sufficient
monies in its accounts to cover all withdrawals permitted to be made by GMAC Real Estate.

C. Strategic-Partner agrees to furnish to GMAC Real Estate, on an ongoing updated
basis and in form as reasonably requested by GMAC Real Estate, a roster of sales agents, brokers
and other persons associated with St'ra_te_'gié-Partne_r who dre authorized and/or licensed to
conduct real estate sales activities, which roster shall include, as to each such ‘sales agent and -
broker, the name, address, real estate license nuinber (with a copy of the license), date of
association, date of termination, location of office from which each such sales agent and broker
is operating and other items that mady reasonably be requested by GMAC Real Estate, from time
to time.

12. LATE PAYMENT.

If Strategic-Partner fails to make payment of any fee within 15 days of its due date:
(a) Strategic-Partner shall pay to GMAC Real Estate interest on the payment due at the annual
rate of prime plus 4%, but, in any event, not less than 12% nor more than 15%; “prime” is
defined as the interest rate published in The Wall Street Journal (the “WSJ”) in its money- rate
section on the 1* business day of each month, as the prime or base lending rate. being offered on
that day (if such interest rate is not so published in the WSJ, “prime” shall be the average priine
or base lending rate, as of that date, being offered by Citibank, N.A., to its most credit-worthy
customers for 90-day loans); (b) GMAC Real Estate shall have the right, at its option, to deduct
all such amounts from any payments due to -Strategic-Partner pursuant to this Agreement or
otherwise; (c) if the delinquent payment is in connection with a deferred payment plan; subject to
any contrary provision in any documentation evidencing such a deferred payment plan, all
present and future payments shall be automatically accelerated and all amoiunts due under the
plan shall be considered due and payable; and (d) at the option of GMAC Real Estate and after
written notice has been served upon Strategic-Partner, GMAC Real Estate may terminate
Strategic-Partner’s right to recéive referrals, change any.terrjtorial provisions and/or, if Strategijc-
Partner’s Fee Schedule is based salely on GEI, terminate Strategic-Partner’s right to receive
Awards (as defined in Exhibit A, if applicable). .In the event collection action is necessary to
recover monies due to GMAC Real Estate, Strategic-Partner agrees to pay the costs of collection, -
including agency and attorneys fees and court costs.
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13. VERIFICATION RIGHTS.

A. No later than-one hundred twenty (120) days following the end of edch calendar-
year during the Term (ineluding any calendar-year in which the Term expires), Strategic-Partnér
shall provide to GMAC Real Estate annual financial statements in a form ateeptable to GMAC
Real Estate. Strategic-Partner shall prepare and maintain its accounting books and records-in
accordance with generally accepted accounting principles consistently applied. If Strategic-
Partner is‘conducting a business which is not covered by this Agreement, Strategic-Partner shall

maintain a separate set of books and records for its real estate brokerage operations,

B. During the Term, and for-three years after the expiration of the Term or earlier

termination of this Agre¢ment, Strategic-Partner shall permit a-GMAC Real Estate representative
to inspect and-audit Strategic-Partner's accounting records and books for each line of business.in-
which Strategic-Partner engages. If it is determined that Strategic-Partner has reported to
GMAC Reil Estate any fees due under this Agreement which are 3% or-more lower than the fees
actually due h;épeunder, Strategic-Partner shall pay to GMAC Real Estate, in addition .to the
unpaid fees, interest on the unpaid fees as provided in Section 12, plus the actual travel costs and
expenses of the auditors and other persons involved in the inspection and/or audit. If Strategic-
Partrier wishes to'dispute the results of the audit, it may do so by providing GMAC Real Estate, -
no later than ninety (90) days following Strategic-Partner’s receipt of the audit results, ‘with
written notice of the dispute, which notice must be -acecompaniéd by evidence, reasonably
satisfactory to GMAC Real Estate, supporting Strategic-Partner’s position with regard to the
disputed items. If Strategic-Partner fails to provide written notice of a dispute as provided herein
within such 90 day period, Strategic-Partner will be deemed to have waived its right to dispute
the audit results. :

C. GMAC Real Estate shall have. the right to inspect Strategic-Partner's offices and
to.confer with Strategic-Partner, ifs sales associates and employees to assure compliance with-the
standards GMAC Real Estate prescribes fiom time to time. GMAC Real Estate also shall ‘have
the right, and- Strategic-Partner and each of its:Owners hereby confirms that each of them so
authorizes :GMAC- Real Estate to complete a eredit investigation concerning each or all of them
from-time to time during the Term, as and in whatever manner GMAC Real Estate deeins
necessary inits sole discretion: :

14. ADVERTISING FUND.

A. Within its sole discretion, GMAC Real Estate (or an-entity designated by GMAC
Real Estate, in which event, such entity shall have all the rights and obligations of GMAC Real
Estate with respect to- the. Advertising Fund, .as provided in this Section) may establish and
operate a fund (the “Advertising Fund” or the “Fund”) for the purpose of providing rarketing
and advertising relative to ‘the Marks, The Advertising Fund shall consist of monies paid to
GMAC Real Estate by entities using the Marks, including Sirategic-Partner. The monies paid to
GMAC Real Estate as Advertisirig Fees (or othetwise designated by GMAC Real Estate as
monies to be used by the Advertising Fund) shall be used by GMAC Real Estate, within its sole
discretion, to, among other things: (A) ereate, produce, administer and support (either in-house
or oUtsoufqed-} national, regional and local marketing,,-advér,fis-ing, public: relations, prometional
and other programs (togethér, “Programs”);.(B)-host and maintain a national consumer website,
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(C) produce and 'd-i_st'rib'uté -marketing-related communications to the franchise network; and
(D) present and promeote a natiopal: business conference.

B. The amount, .type, timing, content, location, cost and- all other matters relating to
Programs sponsored by the Advertising Fund or to which the Advertising Fund contributes, shall
be within the sole discretion of GMAC Real Estate, Monies expended from the Advertising
Fund on Programs in areas served by Strategic-Partner are not required to be proportienate to the
amount of Advertising Fees paid by Strategic-Partner. Expenditires- from the Advertising Fund
shall be charged first to earned interest, if any. ' '

€. GMAC Real Estate, in any calendar year, may expend from the Advertising Fund
amounts which are¢ greater or lesser than either amounts received by the Advertising Fund in

they were co_llcbted). If a lesser amount is expended, the balance shall be carried over to the next
year; if 4 greater amount is expended, the excess amount shall be repaid to GMAC Real Estate
(or fo whomever provided such monies, if other than GMAC Real Estate) from fees received by

the Advertising Fund in the next year.

D. In theevent a Strategic-partner is delinquent in the payments required to be made by it
to the Advertising Fund, GMAC Real Estate shall have the right (but not the obligation) to
- undertake collection action against-the delinquent strategic-partnér and to charge the reasonable
costs of collection (including, but not limited to, collection agency fees, atterney’s fees and
costs) to the Advertising Fund. GMAC Real Estate, within its sole discretion, shall have the
right to. settle, reduce, compromise or waive payments required to be made by a strategic-partner
to the Advertising Fund. '

E. Advertising Fees (and all other monies received by the Advertising Fund) shall be
accounted for separately, but may be deposited and commingled with-any other funds of GMAC
Real Estate. On or before April 30 of éach year, GMAC Real Estate shall prepare a financial
statement of the Advertising Fund for the prior calendar-year, which shall be certified by a senior
officer of GMAC - Real Estaté and shall be forwarded to Strategic-Partner;, upon Strategic-
Partner's written request. Strategic-Partner shall have the right to reasonably réview the books
and records. of the Advertising Fund at GMAC Real-Estate’s principal place of business, upon
reasonable prior notice to GMAC Real Estate.

_F. GMAC Real Estate shall have the right, in its sole discretion, to negotiate with -any
strategic-partner a different arrangement than that set forth in the Section entitled “Advertising
Fees”, relaiing to- the payment of Advertising Fees, including, but not limited to, payments by
such strategic-partner for designated local marketing in lieu of the payment by such strategic-
partner of Advertising Fees, or payinents from the Advertising Fund to a strategic-partner for
designated loeal marketing, where national or régional marketing is determined to ‘be
inappropriate or whete other situations, peculiar to a local market, are determined by GMAC
Real Estate, within its sole discretion, to require such action, - ‘

G. GMAC Real Estate, within ifs sole discietion -and upon 30-days notice to Strategic-
Partner, may suspend or discontinue (and, thereafter, within its sole..discrefion,.,'re'instate);the
Advertising Fund, provided that, upon a-suspension or discontinuance, the Fund shall continue to
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be operated until all monies in the Fund- are expended in accordance with the provisions of this
Agreement. _

H. GMAC Real Estate’s obligations with respect to the Advertising Fund and the
collection, mainfenance and distribution of Advertising Fees are as set forth in, and limited to,
those contained in the provisions of this. Agreement, In no event shall GMAC Real Estate be
deemed to have fiduciary obligations to Strategic-Partner as to the operations of the Advertising
Fund. :

15. REFERRALS.

A, With respect to a broker-to-broker referral to be made by Strategic-Partner, Strategic-
Partner, as the “O"rig_ina_tin_g Stratégic-Partner”, 'shall make each such referral directly to an
eligible GMAC Real Estate strategic-partner or, if no such strategic-partner is located in the
applicable area, then to another broker. approved by GMAC Real Estate (hereinafter an
“Approved Alternative Broker”). The broker receiving such referral, whether another GMAC
Real Estate strategic-partner or'an Approved Alternative Broker, is hereinafter referred to as the
“Authorized Dé_stin-ation- Broker”. The Originating Strategic-Partner must register the
transaction with GMAC Rea} Estate. Ta register a referral, Originating: Strategic-Partner must
submit (via fax, e-mail or overnight. courier) the required referral form, including complete
contact information as provided, at-the time that thé referral is accepted by the " Authorized
Destination Broker, and in no event latet than one business day following such acceptance. This
referral form is required regardless of whether the Authorized Destination Broker is a strategic-

referral fees and-royalties as set forth below.

: No_t“dths'tanding:anything in the above paragraph to the contrary, upon receipt of written
notice from GMAC Real Estate to begin doing so, Strategic-Partner agrees, when acting in the
capacity of the Originating Strategic-Partrier, to place all referials using a web-based systern
designated by GMAC Real Estate. '

If another GMAC Real Estate Strategic-partner refers a- transaction to Strategic-Partner,
Strategic-Partner as the Authorized Destination Broker will, within 10 days after it receives any
GCI from that referred transaction, pay to the Originating Strategic-Partner a fee of at least 25%
(the exact percentage will be as mutually determined by the brokers involved, provided it is not
less than 25%) of the GCI that Strategic-Partner earned from the referred- transaction. Strategic-
Partner then-will pay Royalty Fees based on the net GCI from the referred transaction. (By way
of example, if Strategic-Partner, as the Authorized Destination Broker, earned: $1 0,000 in GCI on
a referred transaction, it would be obligated to pay (i) to the Originating Strategic-Pattner a fee
of $2,500 {assuming a 25% fee was agreed upon by the brokers): and (il) to GMAC Real Estate,
Royalty Fees-in accordance with the fee schedule atfached to this Agreement). '

, Likewise, if Strategic-Partner, as the Originating "Strategi-c,-Partner, refers an outgoing
transaction to-an Authorized Destination Broker, the Authorized Destination Broker will pay to
SfrategicePal'tz_l“er a fée of at least 25% (the exact percentage will be as mutiially determined by

the brokers involved, provided it is not less than 25%) of the GCI it earned fiom the referred

transaction.. In that instaneg, Strategic-Partner as the Originating Strategi&P"a'rtner? then will pay

3/2006 Reg, Fran. Apgmt 1
CHGO1/30770281.§ 13




GMAC Real Estate a fec (a “Referral Fee”) equal to 10% of the amount that Strategic-Partner
received from the Authorized Destination Broker. (By- way of example, if an Authorized
Destination Broker earned $10,000 in GCI on transaction for which Strategic—Partner was the
Originating Strategic-Partner, Strategic-Partner (i) would be entitled to receive from the
Authorized Destination Broker a fee of $2,500 (assuming a 25% fee was agreed upon by the
brokers); and, in turn, (ii) would be obligated to pay to GMAC Real Estate, a Referral Fee of
$250). ‘

4Notwiths-tand,ing a’nything in this subsection 15.A. to the contrary, GMAC Real Estate
reserves the right, from time to time, to increase the minimum percentage to be paid by
Authorized Destination Brokers to GMAC Real Estate strategic-partners in connection with
referrals. '

B. .GMAC Real Esta_te sttongly encourages strategic-partners to make referrals to
Authorized Destination Brokers. Should Strategic-Partner nonetheless wish to make a referral to
a broker that is not an.Authorized" Destination Broker (an “Unauthorized Broker™), it may do
so, provided, however, that Strategic-Partner (a) still must register the referral in accordance with
the requirements of sibsection 15.A. above; (b) may not agree fo receive a fee from the
Unauthorized Broker of less than 25% of the GCI earned from:the transaction (said minimum to
be subject to increase by GMAC Real Estate from time to time) and (c) Strategic-Partner will be
‘obligated to.pay. GMAC Real Estate a Referral Fee in an amount equal to 15% of the amount that
Strategic-Partner receives fom the Unauthorized Broker in connection with the referred
transaction. (By way of example, if an Unauthorizéd Broker earned $10,000 in GCI on
transaction for which Strategic-Partner was the Originating Stratégic-Partner, Strategic-Partner
(1) would be entitled to receive from the Unauthorized Broker a fe€ of $2,500 (assuming a 25%
fee was agreed upen by:the brokers); and, in turn, (ii) would. be obligated to pay.to GMAC Real
Estate, a Reéferral Fee of $375).

C. In the event Strategic-Partner fails to-comply with the above procedures or with the

policies, standards or procedures adopted by GMAC Real Estafe, ftom time to-time, regarding
referrals, GMAC Real Estate may, at its option (andin addition to any.other remedies available
to it for a Default of this Agreement), suspend. further referrals to’ Strategic-Partner, remove
Strategic-Partner from the authorized referral directory, require referral training attendance,
terminate this Agreement or take other action deemed appropriate. '

D. Strategic-Paitner acknowledges that it acquires no rights or expectations with respect -
to referrals, whether from corporate relocation activities or otherwise, beyond those expressly
stated in this Section.

16. PREMIER SERVICE®; BUSINESS PLANNING; PERFORMANCE STANDARDS.

A. Stratégic-Partner agrees that retention of market eoverage, consistent performance,
recruitment and training of a full-time, professional sales staff and: commitment to the programs
of GMAC Real Estate are necessary for retention of the license granted by this Agreement. Of
primary importance is Strategie-Paitner’s full enigagement in Premier .Servige®, GMAC Real
Estate’s proprietary service delivery program that provides a systematic and measurable way to
conduct business. In addition-to satisfying the Premier Service training requirements deseribed
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in Secti(_)n 5.C. above, Strategi_c—'Panner_ agrees to participate in the Premier Service survey
process. by enrolling its Licensed Site(s) and sales agents, requesting every buyer and seller
represented by Strategic-Partner to complete a customer satisfaction survey (in the form

~ time registration fee for each of the Licensed-Site(s) and-a fee for each survey sent te a buyer or
seller. Furthermore, Strategic-Partner agrees that it will offer Full-Service Brokerage (as defined
below) to every one of its. customers. In addition, Strategic-Partner shall use Strategic-Partner’s
best efforts, and shall actively encourage its ‘managers and sales agents, to implement third-party
and affiliated programs sponsored by GMAC Real Estate, through its Strategic Alliance. Group
orotherwise. '

For purposes of this. Agreement, “Full-Service Brokerage” means providing the following
minimal level of service:

Strategic-Partner must:

(1)  accept delivery of and present to the-customer all offers and counteroffers to-buy,
sell or lease the customer’s property or the property the customer seeks to
purchase or lease; :

(2)  assist the customer in developing, communicating, negotiating, and presenting
offers, counteroffers and notices that relate to the offers and counteroffers until a
lease or purchase dgreement is signed and all contingencies are satisfied or
waived; and ’

3) answer the customer’s questions relating to the offers, eounteroffers, notices and
contingerncies.

- B. Strategic-Partner, with the assistance of a GMAC Real Estate business
development consultant, and using such financial modeling tools: as may be designated by
GMAC Real Estat¢ from time to time, agrees to prepare and: submit annually (no later than 90
days following éach anniversary of the Effective Date) to GMAC Real Estate a business planina

form acceptable to GMAC Real Eéta_tc."

C. - Continuation of the Agreement. Strategic-Partner's -performance shall be
reviewed annually on the anniversary of the Effective Date. Strategic-Partner's average GCI
shall exceed, for the 1 year period being reviewed, 75% of the higher of (a) GClI attained diring

-the’ first year after the Effective Date (or, if the review period is for the first year after the
Effective Date, the last year prior to the Effective Date), or (b) GCI attained-during the I-year
period prior to the I-year period 'beipg reviewed, or (c) the average of the prior 3 years (if
Strategic-Partner. has been licensed for such period). Failure by Strategic-Partner t6 meet ‘this
performance standard shall constitute an Event of Default under this Agreement.
Notwithstanding thie provisions of this subparagraph.(b), if-the Market Area (as later defined)
serviced by Strategic-Partner is negatively impacted as a whole; to the extent that the total sales
- volume, by dollar, of residential property sold d’urin_g the year being reviewed ig less than 90% of
the total sales volume, by dollar, in'rés,i'dentiali'p:rope'rty sold during the prior YGa;, the perceritage
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of GCI to be maintained by Strategic-Partner shall be reduced propoitionately (e.g., if the total

salés volume of the year being reviewed is 90% of the total sales volume of the prior year, the

percentage required to be maintained by Strategic-Partnér shall be reduced by 10%, ie., to

67.5% - 10% of 75%). “Market Area” shal_l be the area serviced by the following multiple

listing service: TARMLS _ (the “MLS™); total sales volume shall be as reflected by the
 records of the MLS. : :

D. . Continuation of Licensed Territory: Strategic-Partner's performance shall be
reviewed. annually on the anniversary of the Effective Date. Strategic-Partner shall be required
to achieve a minimum of 10% compounded growth in GCI each year during the Term (after
calculating the effect of the Market Collapse provisions, if applicable, as set forth in subsection.
(16.C), above). :

Failure by Strategic-Parther to meet the petformanceé standards described in this subsection D.
shall result in either the termination of those provisions of this Agreement concerning Strategic-
Partner’s Licensed Territory or the modification of these provisions (including the reduction in
the size of the Licensed Territory), within the discretion of GMAC Real Estate. -

17. ASSIGNMENT; OWNERSHIP; TRANSFERS; RIGHT OF FIRST REFUSAL.

A: Assignment by GMAC Real Estate. - GMAC Real Estate shall have the right, within
its sole discretion, to assign or transfér this Agreerhent and/or any of its rights or obligations
under this Agreement to a third-party, whether or not such third-party is affiliated with GMAC
Real Estate. '

B. Transfer of Agreement, Assets by Strategic-Partner. Stratégic-Partner
acknowledges and agrees that GMAC Real Estate has entered into this Agreement in reliance
upon the qualifications and representations of StrategicfPartngr and, where -Strategic-Partner is
an enfity, upor the qualifications-and representations of both Strategic:Partner and Strategic-
Pattner's-Owners (as defined in Section 8). .Therefore, Strategic-Partner agrees that it shall not,
+ without the prior written consent of GMAC. Real Estate, Transfer (as defined in Section 17.E.
below) this Agreement, any interest in its' licensed 'bus-ine_ss-,- or all or substantially all of its -~
assets. 'GMAC-Real Estate shall have the right, within its sole discretion, to refuse to consent in
the event that the transferee refuses (or is unable to qualify) to accept.an assignment and
assumption of Strategic-Partner’s obligations under this Agreement. Additionally, any such
consent will be conditioned. upon -the,'following: (1) the Transfer of this Agreement may -occur
only in connection with the Transfer of the entife business conducted pursuant to . this
Agreement; (2) the transferee has agreed, in writing, to honor Strategic-Paitner’s obligations
under this Agreement; (3) all of Strategic-Partner's obligations to GMAC Real Estate (financial
and otherwise) have been satisfied; (4) agreement by the transferee (or a principal of the
transferee) to attend required training; (5)a copy of all relevant Transfer documentation is
delivered to-GMAC Real Estate; (6) at least 30-days prior written notice is given to GMAC Real
Estate; and (7) the transferee executes a franchise agreement iri the form as contained in the most
recently filed offering circular, for the term indicatéd in that form (but not less than 5 years),
commending with the date of execution of the new agreement. Strategic-Partrier shall remain
liable to GMAC Real Estate pursuant to this Agreement with respeet to all obligations which are
based on actions or omissions prior to the effective date of the Transfer. '
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C. Ownership. Strategic-Partner certifies that: (i) Strategic-Partner i§ an individual or,
if one of the entities described below is checked, it is that type of entity; and (ii) if Strategic-
Partner is an entity, the Owners listed below are the only principals or persons holding an
ownership interest in Strategic-Partner and the percentage of ownership interest held by each is
set forth next.to the name of each such person (if an ownership interest is held by another entity,
Strategic-Partner certifies that there is set forth below each successive ownership interest, util
individual-ownership interests are reached and disclosed). Strategic-Partner shall notify GMAC
Real Estate, in writing, prior to any change iri the ownership interests (or the percentages) shown
below or any change in the broker of record (the name of whom is set forth below).

() corporation: organized under the laws of the State or Commonwealth of
(X) limited liability company: organized under the laws of the State or
Commonwealth of Arizona
() partnership (indicate type): organized under the laws of the State or
Commonwealth of
Owners:
Joseph Carl Securities, Inc. 100%

(Joseph Carl Securities, Inc. is owned by:

Casey Strunk 50.2%
_Michael Barreras 25%

Rachelle Smi_th 9.9%

Gene Jones 9.9%
Karl Stauffer _ 5.0%

(Ownerstip interest holders listed)

Jack Shaffer .
(Broker of Record)

D. Transfer of Ownership Interests in Strategic-Partner. The written consent of
GMAC Real Estate shall be required with respect to any Transfer of an ownership interest equal
to or greater than 10% of the total ownership interests in Strategic-Partner (including Transfers
which, over the Term of this Agreement, each individually involve less than 10% of the
ownership interests, but cumulatively, equal or exceed a Transfer of 10% or more of the
ownership interests). GMAC Real Estate shall have the right; within its sole discretion, to refuse
to consent in the event that the transferce refuses (or is unable to qualify) to accept an assignment
and assumption of Strategic-Partner’s obligations under this Agreement. Whether or not GMAC
Real Estate’s consent is required, Str’ategic-.Part-ner, shall provide at least 60 days prior written
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E. Definition of a Transfer. For purposes of Sectiens 17.B. and 17.D., the term
“Transfer” shall mean any sale, lease, assignment, conveyance or other transfer including:
(1) those occurring involuntarily or by operation of law, including those resulting from death,
marriage, incompetency or similar - events; (ii) those occurting through merger; écquisiti»on,
consolidation, dissolution, bankruptcy, execution or foreclosure sale or similar events or these
oceurring between/among the spouse and/or children of an Owner; and (iii) those occurring
through any other voluntary act.

F. Effect of Unauthorized Transfer. A failure to comply with the provisions of this
Section 17 shall constitute an Event of Default under this Agreement.

G. Right .of First Refusal. As to any Transfer referenced in 17.B. or 17.D. above
(except a Transfer of ownership interésts between/amon'g'-the,spowe and/or children of an Owner
or between/among Owners), GMAC Real Estate shall have the right, at it option, to purchase (or
otherwise have transferred to it) the stock and/or assets-of Strategic-Partner, under Substantially
the same conditions as a proposed Transfer to a third-party (the “Right of First Refusal™). Prior
to a Transfer to a third-party, Strategic-Partner shall serve upon GMAC Real Estate a copy of the
term éheet, letter of intent or contract (the “Offer Document”y whereby Strategic-Partner has
agreed with a third-party to a Tiansfer, together with a certification from the transferor(s) that the
Offer Decument accurately and fully represents all the terms and conditions of the proposed
Transfer and a eopy of all due diligence materials furnished by Strategic-Partner to the third-
party upon which the third-party based its offer as provided in the Offer Document (the Offer
Document, the certification and the due diligence materials ar¢ sometimes hereinafter referred t0,
collectively,-as the “Offer Package"). If, within 10 days of receipt by GMAC Real Estate of the
Offer Package (the “10-day Notice Period”’), GMAC Real Estate (or one of its Affiliates) serves
‘upon Strategic-Partner a notice that it has elected to exercise its Right of First Refusal, GMAC
Real Estate and Stratégic-Partner shall be deemed to have entered into .a contraet based on the
same terms set forth in the Offer Document and, thereafter, each. party shall be bound by its

interests in, an entity operating a real estate brokerage business, ineluding, but not- limited to,
those related to title, the operating condition of the assets, the validity of contracts and the extent
of liabilities. If, within the 10-day Notice Period, GMAC Real Estate (or one.of its Affiliates)
serves upon Strategic-Partner a notice that it has elected not to exercise its Right of First Refusal
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Partner effectuates the Transfer in accordance with the terms and- conditicns of the Offer
Document, the Right of First Refusal shall be considered terminated. If, within the 180-day
‘Waiver Peried, the Transfer is not effectuated in accordance with the terms and conditions of the
Offer Document or any material term or condition of the Offer Document is changed, the Right-
of First Refusal shall be considered reinstated and the procedures set forth above shall be
followed with respect to any proposed Transfer (including a proposed Transfer which was the
subject of a Offer Document that was changed during any 180-day Waiver Period). '

18. TERMINATION; DEFAULT ; CROSS'—DEF AULT.

This Agreement may be terminated upon any one of the following conditions (in addition
to the conditions specifically mentioned elsewhere in this Agreement and unless otherwise
provided by the law of the state in. which Strategic-Partner is located). Prior to the effective date
of termination, Strategic-Partner shall pay all monies due, or to become due pursuant to this
Agreement, to GMAC Real Estate and shall furnish GMAC Real Estate with all required reports:
and records. After termination, GMAC Real Estate shall have ne further obligations to S trategic-
Partner.

A. By Strategie-Partner. If GMAC Real Estate is in Default (as defined in Section D.

- below) of this Agréement, Strategic-Partner may termirate- this Agreement, effective upon
service upon GMAC Real Estate of a written notice of termination - (the “Strategic-Partner’s
Termination Notice”), provided, prior to the service of Strategic-Partner’s Terniination Notice,
Strategic-Partner had served upon GMAC Real Estate a written notice ‘of such Default (the
. “Strategic-Partner’s Default Notice”) which specified the nature and extent of the Default,
‘including identification of the specific provision of this Agreeient which GMAC Real Estate is
in Default of; and GMAC Real Estate failed to cure such Défault within 30 days afier receipt of
Strategic-Partner’s Default Notice or, if the Default is one ‘which could not reasonably have been
expected to have been cured within that 30-day period, GMAC Real Estate failed to diligently
pursue the cuting of the Default within that 30-day period (if the Default has not been cured by
GMAC Real Estate within ‘90 days of the service of the Strategic-Paririer’s Default Notiee,
despite the diligent efforts of GMAC Real Estate to do so, Strategic-Partner shall have the right
to serve Strategic-Partner’s T ermination Notice at any time thereafter,.uﬂtil—'--thq Default is cured).

~ The service of Strategic-Partner’s Termination Notice by- Strategic-Partner shall: (1) be
*.deemed to-be an irrevocable waiver by Strategic-Partner of the @xciusivity of the Licensed-Site
and the Licensed Territory and GMAC Real. Estate shall be free to license-other parties to use the
Marks at the Licensed Site and within the Licensed Territory, and (2) relieve other strategic-
partners of the Franchise of any obligations regarding the placement of referrals with Strategic-
Partner.

B: By GMAC Real Estate (Automatic). Fach of -the follewing shall. constitute an
Event of Default, which, among other things, shall result in an automati¢ termination of this
Agreement (unless GMAC' Real Estate, in its" sole discretion, notifies- Strategic-Partner, .in
writing to the contrary), effective immediately, without notice to Strategic-Partner:

(1) Strategic-Partner becomes insolvent or makes a general assignment for the
‘benefit .of creditors; or if a petition in bankruptey (or similar proeeeding) is filed by
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Strategic-Partner or i3 filed- against Strategic-Partner and is not opposed by Strategic-
Partner; or if a final, non-appealable jndgment in an amount of $50,000 or more is
‘enfered against Strategic-Partner and is not covered by a policy of insurance rémains
unsatisfied for a period of 60 days; or, if Strategic-Partner is an individual and except as
otherwise provided in this Agreement, Strategic-Partrier dies, or, if Strategic-Partner is an
.entity, Strategic-Partner ceases to exist; or if execution is levied against Strategic-Partner
or Strategic-Partner's business, assets, ownership interest or property. '

(2)  With regard to any of the Licensed Site(s), Strategic-Partuer ‘ceases to

operate its real estate brokerage business under the Marks or ceasés operations generally,
which shall include failing to keep its offices open and staffed during all regular business
hours, properly equipped: for the fransaction of real estate brokerage activities; provided,
however, that if any of the Licensed Site(s) is damaged or destroyed, Strategic-Partner
shall have 30 days after such event in which to apply for approval from GMAC Real
Estate to relocate or reconstruct such Licensed Site, which approval shall not be
unreasonably withheld, delayed or conditioned. Strategic-Partner shall notify. GMAC
Real Estate immediately upon the oecurrence of any of the above events; '

(3)- The real estate brokerage license of -StrategiC-Par_tner, of Strategic-
Partner’s broker of record (or the equivalent) or of any Owner is suspended, revoked or
not renewed, or Strategic-Partner’s right to do business in the Jurisdietion il which any of
Strategic-Partner’s Licénsed Sites is located is otherwise forfeited. Strategic-Partner
shall notify. GMAC Real Estate, in-writing, ‘immediately upon the occurrence. of any of
the above events; ' v '

“4) Strategic-Partner or any Owner conducts its real estate brokerage
operations in such a fashion as to reflect ‘unfavorably on GMAC Real Estate, its name,
goodwill or reputation, or on the Marks, including, but not timited to, the employment.of
or other association with any individuals who have been convicted of a crime; or
Strategic-Partner acts or fails to act in such a manner as to'be in violation of any law or
regulation.  Without limiting the generality of the foregoing, any breach of ‘the
representations or warranties set forth in Section 20.C. hereof shall result in automatic
termination of this Agreement. Strategic-Partner shall -notify -GMAC Real Estate
immediately upon the occurrence of any of the above everts;

(5)  Strategic-Partner or -any Owner purports to Transfer any rights or
obligations under this Agreement or- any iriterest in Strategic-Partner to -a third party
without GMAC Real Estate's prior written consent, contrary to the provisions of this
Agreement; '

6) Strate-gic-Partner or any Owner.makesf any material ‘misrepresentation or
omission in ifs application or Business and Financial History Form or Strategic-Partner

‘maintains false books er records or-makes any false reports or statements.to GMAC Real -
Estate; or : '
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NG Strategicngrtner, or any Qwner is in Défau‘lt of any provision of this
Agreement and was served with a GMAC Real Estate Default Notice (as defined below)
~ in the preceding 12-month period. : '

. C. By GMAC Real Estate (Right To Cure). If Strategic-Partner. or any Owner is in
Default of this Agreement based on acts or omissions not referenced in Section 18.B., above,
GMAC Real Estate, in addition fo all other remedies available to it, may terminate this
Agreement, effective upon service. upon Strategic-Partner of a writteri notice of termination (the
“GMAC Real Estate Termination Notice”), provided, prior to the service -of the GMAE Real
Estate Termination Notice, GMAC Real Estate had served upon Strategic-Partner a written
notice of such Default (the “GMAC Real Estate Default Notice”y which specified the nature
and extent of the Default and Strategic-Partner failed to cure such Default within 30 days after

receipt-of the GMAC Real Estate Default Notice.

D. Default and Event of Default. The term “Default”, as used throughout this
Agreement, shall mean a material failure to -comply with a provision of this Agreement. The
term “Event of Default”, as used throughout this Agreement, shall mean a Default-for which this
Agreement provides no period to cure or for which the period to cure has expired.

E. Additional Remedies upon an Event of Default. Should Strategic-Parther commit
an Event of Default, GMAC Real Estate, without terininating this Agreement, may, at its-option;
(and in addition to any other remedies available to it under this Agreement), suspend services to
Strategic-Partner, remove Strategic-Partner from any GMAC Real Estate websites and other
directories, eliminate Strategic-Partner’s exclusive territory (if any) under this Agreement, .
suspend further referrals to Strategic-Partner and remove Strategic-Partner from -the .aut'ho,rized

referral directory, or take other action deemed appropriate.

F. Cross-Default. Notwithstanding any contrary provision of this Agreement or any
other Franchise Agreement between Strategic-Partner (and/or its Owners or affiliatés) and
G’MA'C Real Estate (eachi such other Franchise Agreement being a “Sister Agreement”), any
occurrence of Strétegic-Partr}er’s Default and/or Event of Default urider this Agreement. shall
constitute a Default and/or Event of Default under each-Sister Agreement, and any occurrence of
Strategic-Partner’s Default and/or Event of Default under any Sister Agreement shall constitute a
Default and/or Event of Default under this Agreement.

19. OBLIGATIONS UPON TERMINATION.
A. Upon-:teﬁnination of fhis Agreemient, for whatever. reason, Strategic-Partner shall:

(1) within 10 days of such termination, discontinue use of all Marks,
including the words “GMAC Real Estate”, or any derivation of those. Wwords, and refrain
from holding itself out to the public'in 2 manner that would suggest that. it is a licensee or
former licensée of GMAC Real Estate. Strategic-Partner agrees that GMAC Real Estate
shall have the right to secure an order enjoining Strategic-Partner from any use of the
Marks. In addition, if Strategic-Partner has used the words “GMAC Real Estate” as part
of its -internet domain name and such use has not terminated within 10 days of
termination of this Agreement, Strategic-Partner will be deemed to have assigned its
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rights in such domain name to-GMAC Real Estate, and GMA_C Real Estate may. take

~ Wwhatever actions it deems appropriate to terminate such domain name and Stratégic-
Partner’s right to use the'same;

(2) on the date of such termination, pay to GMAC Real Estate all feés,
charges and other amounts due to GMAC Real Estate, together with the following
additional fees: '

(@  Royalty Fees and Advertising Fees, compuited as set forth on
Exhibit A, on GCI attributable to transactions in process on the termination date
and to transactions under contract on or before the date of termination that settle
or close after termination (collectively, “Pendings™) (on ‘the termination date,
Strategic-Partner agrees to provide GMAC Real Estate with a complete and
detailed list of all such Pendings); and ' -

(b)  Referral Fees, computed 4s set forth above, on referrals sent or
recetved priorto the termination date;

(3)  Cease to use all. Confidential Matefial_sand all signs dnd documenitation.-
bearing the Marks: (ineluding yard signs, letterheads, advertising and marketing materials,

business cards, manuals, training materials, client promotion materials and the like) and oo

suitender to GMAC Real Estate or, at the option of GMAC Real Estate, destroy all‘i such
Confidential Materials and signs and documeritation. Strategic-Partner shall continue to
be bound by its confidentiality obligations under this Agreement. GMAC Real Estate
shall have the right to secure an order enjoining Strategic-Partner from any use of
materials or programs which are part of the Franchise or from breaching its
confidentiality obligations under this Agreement;

(4)  Take immediate steps to cancel all advertising, including advertising in the

Yellow Pages. of the telephone dire¢tory, which carries the-Marks;

(5)  Executé and deliver to'GMAC Real Estate a written ifistrument, conveying
to GMAC Real Estate Strategic-Partner’s rights to any teleplione number-s‘relating_ to the
Licensed Site; ' '

(6)  For a period of one year following the date of .termiration, refrain from
soliciting, directly or indirectly, refertals from any GMAC Real Estate strategic-partners;
and :

(7)  Execute any documents -necessary to effectuate its obligations under this
Agreement and take such astion as GMAC Real Estate deems reagonably nécessary {o
evidence the fact that Strategic-Partner has ceased using the Marks and Confidential
Matetials and has no further right to use the Marks or Confidential Materials.

B. Upen termination of this Agreement pursuant to Section 18.B. or 18.C. abeve, in
addition to the obligations. set forth in Section 19.A. above: :

(1)  Strategic-Partner shall:

372006 Reg. Fran. Agmt .-
CHGOL/30770281.1 22




(a)  pay to GMAC Real Estate all financial losses. sust{ained by GMAC

Real Estate as the result of the early termination (if the amount of such losses
cannot be calculated exactly, they shall be estimated); and

(b)  remain obligated with respect to the provisions of Section 8 of this
Agreement; and :

(2)  Owners shall be personally liable to GMAC Real Estate for all financial
- obligations of Strategic-Partner to GMAC Real Estate, but limited to those obligations
incurred prior to the date of fermination and those based-on losses attributable to the one-

year period after the date of terminat_ion.

C. If, after termination of this Agreement, Strategic-Partner fails to comply with its
obligations under this Section, in addition to any other payments required to be made by
Strategic-Partner to.GMAC Real Estate, Strategic-Partner shall reimburse GMAC Real Estate for
all its costs related to its attempt to enforce its rights, including the payment of reasonable
collection agency’s fees, attorney’s fees and costs. '

20. REPRESENTATIO"N-S AND WARRANTIES.

A. Strategic-Partner represents that it is either an individual or an entity (properly fotined
and authorized to do business in each state in which the Licensed Site(s) is/are located) licensed
to sell real estate in each state in which the Licensed Site(s) is/are located.

B. Strategic-Partner acknowledges that:

. (I)© GMAC Real Estate has delivered to Strategic-Partner, not less than 10
business days prior to the signing of this Agreement, a copy of the Offering Circular

concerning this franchise for each state in which the Licensed Site(s) is/are located and in
‘which Strategic-Parther intends to do business, which Strategic-Partner has had an
opportunity to review. ‘

(2)  GMAC Real Estate has not, either orally or in writing, represented that
Strategic-Partner will achieve in the licensed business any specified level of sales. or
profit, nor represented the sales or profit level of ary other licensee, but has referred
Strategic-Partner to the Offering Circular which provides Strategic-Partnér with the
names, addresses and telephone numbers of other licensees of GMAC Real Estate, so that
Stratégic-Paitner can make its own inquiry.

(3)  Neither GMAC Real Estate nor any person acting on. its behalf has made
any oral or written representation or promise to Strategic-Partner that is'not written in this

Agreement on which Strategic-Partner is relying:to enter into' this Agreement. Strategic-
Partner releases any claim against GMAC Real Estate or its agents based on any oral or
written representation or promise not stated'in this Agreement,

. @ There are no express or implied covenants or wartanties, oral or written,
between GMAC Real Estate and Strategic-Partner, except as expressly stated in this
Agreemient.
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C. _St;iate.g'_ic-Partner:ac’knowledges that the Presideht of the United States of America hz;s

issued Executive. Order 13224 (the “Executive Order”) prohibiting transactions with terrorists
and tertorist organizations and that the government of the United Stdtes has adopted and may in
the fﬂture adopt othier anti-terrorisim measures (the “Anti-Terrorism Measures”). GMAC Real
Estate therefore requires certain representations and warranties that the parties with whom it
deals are not directly or indirectly involved in terrorism. Therefore, Strategic-Partner hereby
represents and warrants that neither it nor any of its employees, agents, representatives or, as
applicable, its principals,- members, officers or directors, nor any other person or entity
associated with Strategic-Partner (each, individually, a “Stratégic-Partner Party” and collectively,
the “Strategic-Partner Parties”) is: "

(¥ aperson or entity listed in the Annex to the Executive Order; or

(if) - aperson or entity otherwise determined pursuant to the Executive Order to
have committed acts of terrorism or to pose a significant risk of committing acts of
terrorism (such a person or entity and those persons and entities listed in the Annex to the

Executive Order are referred to herein as “Terrorists™); or

(iiiy  aperson.or entity who assists, sponsars or. who supports Terrorists or acts
of terrorisni (“Sponsors of Terrorism”); or -

(iv)  owied or controlled by Terrorists or Sponsors of Terrorism.

Furthermorc_é., Strategic-Partner represents and warrants that neither it nor any Strategic-Partrer
Party will, during the term of this Agreement, become 4 person or entity described in clauses (i)
— (iv) above. '

21. ENTIRE AGREEMENT.

This Agreement i:s,the- entire agreement of the partiés and supersedes any and all prior
oral or writier: agreements or understandings between the parties relating to the-subject mattér of
this Agreement. -

22. INDEMNIFICATION AND INSURANCE.
Strategic-Partner shall defend, indemnify and hold harmless GMAC Real Estate and its

corporate parénts and. affiliates, and their respective d-ire'ctérs,_ofﬁcers,‘agcnts and employees,
(collectively, the “Indemnitees”), from and against any claims for-damages, losses and expenses
(including attorney's. fees) resulting in any way from the conduet of Strategic-Partner's real estate
Br_okcrag'e business.  This indemnification obligation shall survive the -expiration or eatlier
termination of this Agreement. . '

In addition to, and not in substitution for, the above indemniﬁeation; Strategic-Pz{rtner
shall, at its own expense; purchase and maintain: (a) compreheiisive general liability insurance,
including eontractual, products/completed operations and personal injury coverage;
(b) comprehensive automobile liability coverage, including owned, non-owned and hired
automobiles used-in Strategic-Paitner’s real estate brokerage operations; (c) errors and omissions
insuranee, with respéet to Strategic-Partner’s real estate-brokerage operations: For the insuranee
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referenced under clauses (a) and (b). above, the minimum limits required shall be $1,000,000 per
occurrence for bodily ‘injury and $500,000 per occurrénce for property damage, with a maximum
deduction of $5,000; forthe insurance referenced in clauge {c) abové, the minimum limits shall
be $1,000,000 per annum, with a maximum deduetion of $5,000. GMAC Real Estate and the .
other Indemnitees (as defined above) shall be named as an additional insured on each such
policy. Workers Compensation insurance, to the extent required by the law of each state in
which the Licensed Site(s) is/are. located, shall be purchased and maintained by Strategic-Partner
on each employee and-sales associate. All losses resulting from Strategic-Partner’s failure to
obtain insurance shall be borne by Strategic-Partner, only. In the event of cancellation, non-
renewal or material change in Strategic-Partner's required insurance policies, Strategic-Partner
shall serve upon GMA.C Real Estate a notice of such action at least 30 days prior to the effective
date of such action. Strategic-Partner shall deliver to GMAC Real Estate a copy of its insurance
binder before the Effective Date and, thereafter, shall serve upon GMAC Real Estate continuous
certificates of such coverages (which certificates shall provide that the applicable policies shall
not be eancelled without serving upon GMAC Real Estate at least 30-days. prior notification of
such intended cancellation).

23. CHOICE OF LAW AND F ORUM; ARBITRATION; WAIVER OF JURY TRIAL;
TIME LIMITATION FOR CLAIMS. ' a .

A. Choice of Law. ‘Except.as expressly provided otherwise, this Agreement shall be
construed in accordance with the laws of the state in which the Licensed Site(s) is/are located. If
the Licensed Sites are located in miore than one state, this Agreement shall bé construed in
accordance with the laws of the state in which Strategic-Partner’s principal administrative office
is located. However, nio law regulating the offer or sale of franchises, business opportunities or
similar interests or governing the relationship between GMAC Real Estate and Strategic-Partner
will apply unless its jurisdictional requirements. are met independently without teference to this
Seetion. All disputes regarding the validity of the arbitration agreement set forth in Section'23.B
shall be geverned-by the laws of the State of Illinois, without regard for its conflict of laws

. pringiples,

B. Arbitration. GMAC Real Estate and Strategic-Partner agree that, except. for
controversies, disputes or claims (together or separately, “Claims”) related to the improper use
of the Marks, all Claims between GMAC Real Estate and its affiliates (and their respective
shareholders, officers, directors, agents, and/or employees)(together, the “GMAC Real Estate
Parties”), and Strategic-Partner (and/or Strategic-Partner’s Owners, guarantors, affiliates, and/or
employees)(together, the “Strategic-Partner Parties”) arising out of or related to:

- (1)  this Agreement or a-ny other agreement between Strategic-Partner and
GMAC Real Estate; '

" (2) . GMAC Real Estate’s rél’ationship with Strategic-Partner; or
(3) any policy or standard relating to the _Franchise' or the franchised busi_ness;

-must'be sub_iriitted for bind-i.n-g arbitration,-on demand of either party, to.the American Arbitration
Association (“AAA”). The arbitration proceedings will be conducted by one arbitrafor and,
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