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INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION

To protect you, we've required your franchisor to give you this information.

We haven't checked it, and don't know if it's correct. It should help you make up

your mind. Study it carefully. While it includes some information about your
contract, don't rely on it alone to understand your contract. Read your entire contract
carefully. Buying a franchise is a complicated investment. Take your time to decide.
If possible, show your contract and this information to an advisor, like a lawyer or an

accountant.

If you find anything you think may be wrong or anything important that's been

left out, you should let us know about it. It may be against the law.

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

about them.

FEDERAL TRADE COMMISSION
Washington, D.C. 20580

Name of Franchisor: AVALAR NETWORK, INC.

Date of Disclosure Document: September 1, 2006, except as noted on the state-
specific addendum to this circular .
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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) A prohibition on the right of a franchisee to join an association of franchisees.

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

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

(d) A provision that permits a franchisor to refuse to renew a franchise without fairly
compensating the franchisee by repurchase or other means for the fair market value at the time of
expiration of the franchisee's inventory, supplies, equipment, fixtures, and fumishings.
Personalized materials, which have no value to the franchisor and inventory, supplies,
equipment, fixtures, and furnishings not reasonably, required in the conduct of the franchise
business are not subject to compensation. This subsection applies only if: (i) the term of the
franchise is less than 5 years and (ii) the franchisee is prohibited by the franchise or other
agreement from continuing to conduct substantially the same business under another trademark,
service mark, trade name, 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 is conducted outside this state. This shall
not preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct
arbitration at a location outside this state.

(g) A provision 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:

(1)The failure of the proposed transferee to meet the Franchisor’s then current reasonable
qualifications or standards.

(i1)The fact that the proposed transferee is a competitor of the franchisor or subfranchisor.

(ii1)The unwillingness of the proposed transferee to agree in writing to comply with all
lawful obligations.

1326.000/318268.1



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

{h) A provision that requires the franchisee to resell to the franchisor items that are not uniquely
identified with the franchisor. This subdivision does not prohibit a provision that grants to a
franchisor a right of first refusal to purchase the assets of a franchise on the same terms and
conditions as a bona fide third party willing and able to purchase those assets, nor does this
subdivision prohibit a provision that grants the franchisor the right to acquire the assets of a
franchise for the market or appraised value of such assets if the franchisee has breached the
lawful provisions of the franchise agreement and has failed to cure the breach in the manner
provided in subdivision (c).

(1) A provision which permits the franchisor to directly or indirectly convey, assign, or otherwise
transfer its 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) 373-7117.
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FRANCHISE OFFERING CIRCULAR

AVALAR NETWORK, INC.
6430 Medical Center Street, Suite 100
Las Vegas, Nevada 89148
(877) 985-8988

AVALAR NETWORK, INC. franchises AVALAR real estate brokerage offices that
specialize in the sale and leasing of residential and commercial properties. In states where it is
permitted, AVALAR offices can also provide mortgage brokerage services to complement their real
estate sales and leasing activities. AVALAR franchises include a special revenue shaning program,
known as Path to Success®, that allows AVALAR franchisees and others to participate in a portion
of the franchisor’s royalty income by sponsoring new AVALAR brokers and sales affiliates as
described in the attached Franchise Agreement.

The initial franchise fee for an AVALAR office franchise is $15,000.00 for the first office
plus $2,500.00 for each additional office that the franchisee owns on the date of the Franchise
Agreement. During the term of the Franchise Agreement, additional AV4LAR offices can be added,
subject to the franchisor’ for a franchise fee of $2,500.00 each.

The estimated initial investment required to open an AVALAR office, excluding the imitial
franchise fee, is between $48,300.00 and $450,500.00 depending, for the most part, on the size,
furnishings, and equipment of the franchisee’s office facilities.

Risk Factors:

1. THE FRANCHISE AGREEMENT REQUIRES YOU TO ARBITRATE AND/OR
LITIGATE WITH US ONLY IN LAS VEGAS, NEVADA. REQUIRING YOU TO
ARBITRATE OR LITIGATE IN LAS VEGAS, NEVADA, MAY FORCE YOU TO
ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST
MORE TO ARBITRATE IN NEVADA THAN IN YOUR HOME STATE IF YOU ARE
LOCATED OQUTSIDE OF NEVADA.

2. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.
Information about comparisons of franchisors is available. Call the state administrators
listed in Exhibit 2 or your public library for sources of information.

Registration of this franchise with a state does not mean that the state recommends it or has
verified the information in this offering circular. If you learn that anything in this offering circular is
untrue, contact the Federal Trade Commission and the appropriate state franchise law administrator
listed on Exhibit 2.

Effective Date: September 1, 2006, except as noted on the state-specific addendum
to this circular
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1. THE FRANCHISOR, ITS PREDECESSORS, AND AFFILIATES

We are AVALAR NETWORK, INC., the franchisor of AVALAR offices. In this Franchise
Offering Circular we refer to ourselves as "we", "us", "our", and similar words.

In this circular the words "you" and "your" refer to the person or people who are buying an
AVALAR franchise. Those words also refer to a corporation, limited liability company, partnership,
or any other entity that is buying the franchise.

Our principal business address is 6430 Medical Center Street, Suite 100, Las Vegas,
Nevada, 89148. Our mailing address is P.O. Box 82010, Las Vegas, Nevada 89180. Our
registered agent for service of process, if applicable, is listed in the Addendum to this Franchise
Offering Circular.

We are a corporation that was incorporated in California on July 10, 1999, under the name
RE 100, Inc. We changed our name to AVALAR NETWORK, INC. on August 28, 2001. We
reincorporated in Nevada on February 21, 2003, and assigned all of our assets to the Nevada
Corporation on that date. Other than as set forth, we have no predecessors or affiliates.

On January 6, 2003, we acquired all assets of the CPS Alliance Corporation, the owner and
licensor of the service mark “CPS-Creative Property Services”. Some of the remaining CPS offices
use the CPS name in conjunction with the name AVALAR. The CPS names and marks are not
offered as part of the AVALAR franchise.

We grant franchises only to experienced real estate and mortgage brokerage professionals.
AVALAR offices specialize in the sale and leasing of residential and commercial real estate. The
AVALAR franchise is also made available to mortgage brokerage offices, sometimes in conjunction
with real estate sales and leasing activities where that is permitted by applicable law. While the
Franchise Agreement permits the use of the AVALAR name, the use of that name, whether as the
sole name of the business subject to the Franchise Agreement or in conjunction with the individual
business name of the franchisee, is not required. However, in this circular we will refer to a
franchised office as an “4VALAR” office.

The franchise offered by this circular is only for an AVALAR office franchise. We offer to
qualifying candidates franchises to be area developers of AVALAR offices by means of a different
Franchise Offering Circular.

Granting AVALAR franchises and Area Developer Agreements, and overseeing our
franchised AVALAR offices, is our only business.

We have been offering AVALAR franchises since September 1999. We have not offered
franchises in any other lines of business and do not do business under any other names, other than
for overseeing the remaining CPS offices.

AVALAR franchisees, their full time and part time employees, and others affiliated with us
and with the AVALAR system, are eligible to participate in our Path to Success revenue sharing
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program which is described in Exhibit A to our Franchise Agreement. Under that program members
share in a portion of our royalty income to the extent they have been designated as the sponsor of
new AVALAR sales associates, no matter for which AVALAR office those sales associates work.

AVALAR offices are normally located in urban residential and business locations. AVALAR
offices normally occupy from 500 to 10,000 square feet. The general real estate buying and leasing
public is the market for the services provided by AVALAR offices. The market for the services
provided by AVALAR offices is highly developed and very competitive. AVALAR offices compete
with independent, chain, franchised, and other real estate and mortgage brokers who provide
services similar to those provided by AVALAR offices. Usually AVALAR offices compete with
" other real estate sales organizations and brokers, as well as with mortgage brokers and real estate
lenders in the same areas in which AVALAR offices are located.

AVALAR offices are subject to the normal laws and regulations affecting real estate and
mortgage brokerage offices, as well as those pertaining to businesses in general. Most states have

special licensing laws applicable to real estate brokers, sales agents, and mortgage brokers. It is
your responsibility to learn about and comply with those laws.

2. BUSINESS EXPERIENCE

Chuck Scoble — President. Chief Financial Officer, Secretary, and Director

Mr. Scoble assumed his offices upon our formation. He has been in the real estate
business since 1971 and has been a licensed real estate broker since 1985. In addition to his
positions with us, Mr. Scoble was President and a Director of CPS Alliance Corporation, which
he joined in 1992, until it was merged with us in 2003.

Sandrea Scoble — Vice President and Director

Ms. Scoble, the wife of Chuck Scoble, became our Vice President and a Director of
AVALAR NETWORK, INC., in March 2002. From late 1997, until ___ she was the operating
member of Sonoma Design Center LLC in Santa Rosa, California, a furmiture and design
consulting company of which Mr. Scoble was also a member. Ms. Scoble was also a Director of
CPS Alliance Corporation from 1995 until it merged with us in 2003.

Terrence Hubbard -— Director of Business Development

Mr. Hubbard became our Director of Business Development in March 2002. From April
1999, until he became our Director of Business Development, Mr. Hubbard served as a sales and
business consultant to us and was also employed by CPS Alliance Corporation as a sales and
investment consultant.

Jason Lawrence — Director of Business Development — East Coast

Mr. Lawrence, a licensed real estate professional, assumed his current position with us in
November, 2003. From November, 2000, until he joined AVALAR NETWORK, INC. he was
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Director of Sales and Marketing-International Meetings and Incentives of the Orlando/Orange
County Convention and Visitors Bureau, Inc.

Julia Chambers - Director of Business Development, Southern California -
Arizona - New Mexico - Hawaii

Julia Chambers joined us in January 2006. From December 2002 until she joined
AVALAR, she was the Director of Franchise Sales for Realty Executives Inter-Mountain Region.
From 1999, until she joined Realty Executives Ms. Chambers was the Controller of Catalyst RX,
Bethesda, Maryland.

3. LITIGATION

Neither we, our predecessors, affiliates, nor the persons identified in Item 2 of this circular
are and have been engaged in any litigation that is required to be discussed in this offering circular.

4. BANKRUPTCY

Neither we, our predecessors, affiliates, nor the persons identified in Item 2 of this offering
circular have been involved as a debtor in proceedings under the U. S. Bankruptcy Code which is
required to be discussed in this offering circular.

5. INITIAL FRANCHISE FEE

You must pay us an initial franchise fee when you sign your Franchise Agreement of
$15,000.00 for your first AVALAR office plus $2,500.00 for each additional office you own as of
the date of the Franchise Agreement. If you add any offices while the Franchise Agreement is in
effect, you must pay an additional fee of $2,500.00 for each of those offices. You will not be
entitled to a refund of any of your initial franchise fee if the number of offices you maintain is
reduced.

If you do not begin the operation of your AVALAR office or offices within 6 months from
the date of the Franchise Agreement, we have the right to terminate your Franchise Agreement. If
we terminate your Franchise Agreement for this reason, we will refund 90% of the initial franchise
fee you have paid to us minus the cost of any third party software we may have purchased on your
behalf.

You have the right to terminate your Franchise Agreement for any reason within the first 12
months of its term. If you do so, we will refund 90% of the initial franchise fee you paid us, less the
amount we have spent for any software you are allowed to retain, within 30 days of your complying
with the duties on termination set forth in your Franchise Agreement, including returning to us all
computer software and all other items we provided, or caused to be provided, to you because of
your affiliation with the AVALAR network. You must comply with duties on termination set forth in
your Franchise Agreement within 15 days of your giving us your notice of termination in order to
receive your refund. If you do not satisfy your duties on termination within this time period, you
will not be entitled to a refund. This right to terminate only applies to your initial AVALAR
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Franchise Agreement and not to any extensions or renewals of that agreement or to any other
agreements between us.

6. OTHER FEES

The following chart lists the other fees you must pay us in connection with the AVALAR

franchise described in this circular.

Name of Fee Amount Due Date Remarks
(See Note 1}

Royalty 5% of the monthly Monthly by the 10th | Gross commission income
£ross commission day of each month includes all proceeds you
income (“GCI”) based on your receive from all real estate
generated by you and | income for the prior | sales, leasing, and
by each of your sales | month mortgage brokerage
associatesup to a transactions conducted by
maximum of GCI of or through your office,
$100,000.00 per minus approved
person per 12 month deductions.
period and then 2% of
GClI for each such
person for the balance
of that period
(See Note 2)

Minimum Monthly $250.00 Monthly by the 10"

Reporting Fee day of each month.

Late Charge $150.00 flat fee Monthly in the event | If applicable law limits the
we do not receive amount of the late charge,
your report and the late charge will equal
royalty fee payment | the maximum interest rate
by the 10" of the allowed on loans between
month. businesses.

Audit Fees Cost of audit plus late | As incurred Due only if an audit of
charge on past due your books shows an
halances understatement of gross

commission income of 3%
or more for any reporting
period or if the audit is
needed because you have
failed to follow our
reporting requirements.

1326.000/318268.1

AVALAR Franchise Agreement Franchise Offering Circular -0806




