ITEM 3
LITIGATION

Rome Enterprises, Inc. et al, v, Re-Bath, 1IL HEG—CV-I56-IMM:  On August 29, 2005, Rome
Enterprises, Ine., an existing Re-Hath franchisee, filed a Complaint against us in the United States District Court for
the Middle District of Pennsytvania {CV-0) 1756-3MM).: The Complaint did not arise out of any existing Dealership
Agreement, but instead alleged that Re-Bath made a verbal promise to sell as-existing-frnmwehiseo— new franchise
territory in Rochester, New York_to_phintitf: The Complaint alleged fraudulent misrepresentation, breach of
contract, negligent misrepresentation, promissory estoppe] and breach of a covenant of good faith and fair dealing,
and requested a declaratory judgment that Re-Bath was required to sell the franchises a new territory in Rochester,
New York to plhintifl’ under the same terms ss the previous Dealership Agreements with plaintift.Re-Baththe
franehisoo—Rolath denied the allegations and contended that there was no obligation to sell un_additional
territorythe franchise to plamtifl. Rome-Eaterprises-ino; Befors ReBath filed an answer to the complaint, the parties
entered into a modest settloment. In the settiement, Re-Ba hitef3uth denies all linbility. The litigation was dismissed
in Jonuary, 2006, and the parties signed a settlement agreement in March, 2006,

Other than this one action, no litigation is required to be disclosed in this offering_gircular £4fering
Girouie

ITEM 4

BANKRUPTCY

No person previously identified in ltems 1 or 2 of this Offering Cireular has been involved as a debtor in
proceedings under the U.S. Bankruptey Code required to be disclosed in this ltem.

ITEM 3

INITIALDEALER'S FRANCHISE FEE

When you sign the Dealership Agreement, you pay us an initial franchise_fec_ (the_“Initial Franchise Feg™)
for_your Territory.-per-ares-erterritorn:  The Initial Franchise Fee for a Temitory with Ik ge-markottorritone-will
consist of-a population of 150,000 or greater (n “Large Murke! Termton™ is —A-sinall-market-tereitory-will-conist
«Mﬁ%cmmm%wﬂmw&mlwﬁmﬂlsix cents ($.06) per person -within-the-large

market-lorrilory— For example, the Initial Frunchise Fes for a Yerritory with a population count of 150,000 is §9,000
(150,000 x $06):06): and the Initial Frunchise Fee for o Territory with a population count of 1,000,000 is $60,000
(1,000,000 x $.06). |’ DLLI'!i!.iﬂ!-Ti"lul*:’lli_?.‘LEl;Q-CQF_ll...'_ll.bfﬂi‘s’."}’_ﬂih_ﬂ.P,QDll.!!..l&iﬂﬂﬂ!l.!ML‘E_L,SQ-MLUL:Q‘LHH![LMM!\ZQL
Territory™ is -Yimvwm-bﬂ—ehafgedﬂ—#m-ﬂf-33,500;4'0?6—5&!1&“—&“6{{(%{8!‘&% The population uf the Territory
i bused uppuis-detesmined-by the 2000 United States Census Buregu statistics. [n 20035, the Initial Franchise Fees
we actually received ranged from $3,500 to $20,538.

You must pay the Initia! Franchise Fee, in {yll, upon exccution of the Dealership Agreement, Koo ~in—ull
b eNeeution: of-the-Dealeeship- Agreement-unless- YOU-Or-your-company-current ly-operate-a- business-selling-and
Wilﬂ%%ﬁ%ﬁ%nmth&ﬁwlmw%%mmkmmm
por-unit-so ;- with-10%-interest-by- exeout ing-u-Promissory-Note~-Any-balance. owed -1o-1s Fafler-twelve-months;
wmust-be-puid-in-full within -30-days:

You must alsu purchase your initial equipment and supplies (4 fthe-“Start-Up Package™) from us, unlessas:
H you are alrendy in the bathtub liner industry, industey: purchase of-the- Start-ip Packuge-is optionel: The cost of i
the-Start-Up Package is $6,000:00 for a [,u[gt_.‘__MJl]'leﬂ_:[:Cl'{i[t_)r}"lﬁfgﬁ—!ﬁﬂfk\.‘tﬂmﬁﬂfy or $3,000:% for a $mall
Muket Territory, | AsmaH-morket-territors—ihe Start-Up Puckagepaeknge includes a variety of materials necessary
to begin the Fronchised Business. The package, unless picked up ot training, is shipped (o you from Mesa, Arizonn
{or you at your expense. You may finance the total cost of the Start-Up Package for up to six months from;wpon the
dityexevation of the Dealership Agreement, with interest oL the rute of 10% per nonum, -by signing a RIOmissory
NulePromissery-Noto—he-Promisser-Note (Exhibit I, which must be Ed3-is-personally guarnteed by you, if you
are an individual, or is-personally-gunranteed-by the owners of 15% or more of your equity, if you are a legal entity,
ard pledges your rights in the Dealership Agreement as collateral.

Re-Rath-ufou-ile 2R
12425851 52950011




| The Initial Frenchise Fee and the payment for the =Start.Up Package™ are both fully earned when received
or when a promissory noly is signed, whichever ocewrs first, and are both not-refurdable.

Rttt Fora-11ée.

FR42885v 44452050011

2R



Name of Fee

interest

Initiad

Ensted lation amd
e o .
Friiring
Home-Pepet

Chititoter
Service

inoome-Faxes

Supplier—testing
Feo

Reo-Hatle i bt

Amount

18% per annuin fom date due

F750:00-pes-person

$65-orond-cons disp
$RO0—$ LA for-aptiont

in-store display

Hp-te100%6-sustomers-ariginal
sount-tor products and

Hraddition-to-monthly-rovaity
{ees;-Franchisor-lus the right to
eollvot-from-you-the-sestof-al
inome-taNes—sHes-tason-nin
other-laxes nrising-os a-result-of
vwr-licensing of-intellectunt
property-to-vou-inthe-state
where-your frnahise-is-located;
ag-well as-uny-assessment-on- the
royaltyfoes-advertising
sentRbueas-and-any-olher

HIOMe-we-Foveive-Fem-you:
This-fee-can-range from $10040
ttemtn)-betig-tosted:

Date Due

demundireman
d

Upon
demandbeman
d

Retore
beginning of
training

Dealer-und
Home-Depot

Withirnddays
atter-receipt-of
Hvotee

Payable
mofitiy-with
Foviity-foog

As-inousred

28
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Remarks
understatement of 5% or more of

Boyalty Feg payableroyaliv or

installations. installation.

Payable on overdue amounts.

Re-Bath-teaing-2- people-at-no-cost:
This -fee-is for-additionnd persons:

items- ineduded- md:splay—Pamotpmmn
in-the-Home-Depot-progrant-is options]
aRd-is-net-uvitiable-to-wi-dealery-- Ken

temst-Sand- 1L
Howefoelyou-do-notfivirly-huadiea

oustinercomplaint: we-reserve the

th!-k*-vmmw}-ywah—}he

CHH ORISR

Only-imposed-ifstate-soloots-thess
HINSY OF-assonsHI e

You pay-inour-ihis-fee as-a-resull of
proposing-a-new-supplier



Name of Fee

Royalty Lee

Advertising

Transfer

Renewa]

Audit

K- Hathabing-06

ITEM 6

OTHER FEES

Amount

325 for_each bethitub line_or
shower base liner that you
purchase from us$25-00/Unit

$249 1Large Market Territory 106

¢lurge-markel- territory)
$150.(Small Market
torritory)

$5,000.00

$350
-6d

$1,000.00

Cost of sudit Awdit

Date Due

Payable at time
of order eof Unit

Menthly
Monthly

Before
consummat ion
of transfer

Before
CoRsuntinGlion
of-transter

Before renewal
date

Upon

28
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A-Unit-is o bt btub-Hner o shower
base-haer—Displays and samples are

excluded.

This amount is for the national 1-800-
BATHTUB advertising participation
fee ynd;-this-nmount may change, Fom
time to time, but no more than 10% per
year. Other than this, there are no
continuing advertising fees charged to
you, but you are required to pay for
your own advertising. We sct the
minimum amounts, which are $20,000
in the first 12 months after completion
of the [pitial Training Progmminitial
Truining-progrum for 8 Smull Murket

Tewitory stath-murketenitory; and
$40,000 for & Large Market
'I'__c!r_il_qr;;lurge-murketr[em'mry: After
the first 12 months, Youevery-denier
must spend at least 10% of yyurits
prior year's Gross Sales gross-seles on
advertising (cxeludingtsueh-Ho%4a-to
exvlude any sales made through the
Home Depot program). Gross
Salessales are defined as all revenue
generated from sales, installation, and
repair of the following before
deduction for any expenses: bathtub
liners, shower base liners, and wall
panels (“Required Prodticts™), together
with ancillary products such ns shower
doors, valves, plumbing fixtures, and
products necessary for the installation
of the Required Products, Advertising
requirements include placing local
Yellow Pege advertising, which we
must approve in advance,

Transfer fee includes mandatory initial

training costs.

This doctument fee is imposed for
transfers to corporations, partnerships
and limited liability companies owned

by you.

Paynble only if audit reveals

Remarks

-—“*-“'{Fnrmllthd: Space Before: 4.5pt




Initin] Training
Program

Home Depot

Customer
Service

Income Taxes

FZ3) per.person for training
malerials

$65 for end cap display;
S8R0 - $1.400 tor oplional
in=store display

Up.to 100% costomer's arigina)

Belore £ you wish ln have more thay 2

beginning of heopie tsined, there is un addition]
Lroining og o 3750 for ach additional] persog

As agreed by Puyuble 1o Home Depot or suppliers of

Lealer and items ingluded in display. “articipation

Home Depat in the, Home Depat prognem is eptionl
and_is not available to afl dealers, See

Items 1, 8 and 12

Within 30 days  ['wg [eel you do not fairly handle a

nmoun, tor products and
services

In addition o monthly Royahty
Lges, we have the right (o colleet
{roim you the cost of all income
taxes, sales laxes and other tuxes
arjsing ug o result of our
licensing of intellectuul propent ¥

10 you_in the_stute_whe;

franchise 35 loeated, as well ns
sment un the Rovalty
ges, advertising contributions
anpd_any other income we reeeive

from you.

1

afterreceiptof’  customer complrint, we can intervene

invoige and sutisty the customer,

Puynble
non wit
Rovalty Fees

Supplier or $100 o $5,000, depending on As incurred You may ingur this fee as a result of
Product Testing the Etem(s) tested, propasing i new supplier or produsl,
lee
[ Except for the Home Depot fees, all fees are imposed by; and are payable to us; and are nonrefundable.
ITEM7
IMTIAL INVESTMENT
Method of To Whem Whether fFonmthd Table
Payment When D t Refundnble
Estimated Cost aymen ue Pa:;n ¢
I Large Small
Market Market
’ Initial Franchise  $9,000- $3,500 In full, unless  Upon execution of UsFranehisor No
Fee ' $100,000° in bathtub Dealership
liner Agreement, unless in

He-hathauios 6

industry, in bathtub liner industry,

which

then payable overat

cventthon we  time-of-order-oitlinits
will finance {or 12 months when

for 12

you order bathtub

months at liner or shower hase
$30 forgach  liners, with the ful}
batiub liner  halunge al_the-

ot shower Belanee-wt end of 12
hase liner,por  months, if any, due

E2325 85wl 529500 1)



Method of
Payment
Estimated Cost ¥
Large Small
Market Market
Linig
Start-Lp F6:060 30040 Hump-sunror
pﬁek—&gez G-montidy
payients
Bre-Opening $4:500- §1:500- A-arringed
Sularies—Fravel;  $3,000 33,000
Frusmporiation
and-Initia
Training*
Custom-Product  $3;000- $3,000- Ayg-artunged
lmprovemonts-
CGonstruction
Coss’
Real Gatate® 3,400 $3,406- As-uriunged
$20.000 $20:000
Signage” £3:000- $1000-  Asarranged
$3.000 £3.000
Opening 313500 36700- Ac-airatiged
Advertising® $2T,000  $i3400
Insurance’ $2,000- $2.400- As-nrranged
$4,000 $ub, 0000
SuppliestOffies  $2,600. £2:000- As-Arranged
and-Miso:" $6,600 $or000
Additions] " $EE00. $5:500-
FFunds—three $30,000 F15.000
mirnths'?
$356:4000  $H02.000
D_ P e lonaad b 28

132588441 5005003 1§

When Due

within 30 days

Betore-training-or-may
be-finnned-for-up 10-6
months

As-arrunged

As-arranged

As-ummgled
Arurranged
As-ipourred
As-ineirred

Ad-tiotrred

To Whom
Payment
Made

Suppli : .
Hensportation;
fodd;
omployees

Contretor

employees

Property
ewetierflessor
Supphiers
Suppliers

[nsurers

Whethe'r—"'( Formatted Table

Refundable



F6.000 $2,000 Lumpsumor  Before training or nwy s
6 monthly be tinnced for up 0.6
nils'[[lsn[.j uummg‘
Training 00 .
Materials ( tor 2 500 $1.300 Lump siun Before training Lod
peeple)

Pre-Opening 1,500- $1.500- 3 rranged As urranged by you Suppliers of
Tanged [113:5H

Sularies, Travel,  $5,000 33,000 by you transpurtation,
Trenspotation tood,
and Initial einployees
'I‘r'zlining4
Custom Produet  $3.000- $3,000- Asarmnged  As smanged by vou Contractor
Displays - $50,000 $30,000 by yvou employees
[provements-
Construction
Costs®
Reat Listnte® $3.400. $3.400. Asarmnged  Ag armunged by you Property
$20.000 $20.000 by you vwner/lessor

iignuge’ $3.000- F2000- As urranged As wrranged by you Supplicrs

3,000 £5,000 by you
Opening $13.500- $6,700- s arranged As incurred Supplicrs
Advertising® $27000 813400 by you
Inswrance” $2,000- FL000- Agaranged  As incurred Insurers

( 4 000 by you

Supplics/Officg $2,000- $2.000- As arranged AS incurred Suppliers
and Mige,™® $6.000 36,000 hy you
Additionat $7.500 $7.500- Asurrunged  As incurred
Funda- three 830,000 $15,000 by you
manthy'!
TarAL” $52400-  $37,100.

Na

=

j

The Initial Fropehise Fecinitiatfoo and certain expenses are discussed in detail in Item 5. The [nitinl Frapchise

Fee lor g Lorge Market Territory depends_upon_the population of the Termito it ee—may—

prrehuse-a-larger-teritory:  For exa ple, if you purchase a Territoryterritory with a_population_of_150,000,

people; then the [nitinl_ranchise

Feeinitat-fee is $9.000, and if you purchase a Termitoryterritory with o

pupulation of 1,000,000,people: the Initial Franchise Feeinitinl-foa is $60,000. You must pay the [nitint
Eranchise Feg,initinl-fee; in full, when you 3 ignsigning the Dealership Agreenent Agreement;- unless- you-or
y«m-mwwfwmnly—h&—tmims*sel—[ingw&d&m&nlﬁng—mﬂum»‘Hnefse—!—rliﬂ—lhe-MhmHéneF—iudmlﬂ,—wu

-the-fute-of

R T NERTER I P P TN S WTRUR
tiy-tanase-t-initisl-fee{see-Tomrs)—iw HPProve—vith-a-RromHisso ey Motetortwelve-months-at

$30.00-per-Unit- purchuse; a1-10%-interest- per-anmuin—Any-belunee: owed- o -usrafler- twelve-months -nyust-be

peied- in-fll-within-360 doys—~The Rrom iswry—ane‘isqmrmml[y~g1mmnteed-l\y‘you-il'-yms-m’e—an-imlividuul;-ur— is

....... tead-byv—tla-o
By—tiw

P Hy—oimrun
POHARRH Y-S HE

F-0HL S04 or-enor-o L vour-equity-iprou-wre-a-Jogal wit iy the-Broftinwsy

Nw&e—eﬂn—twmpaié-m—aﬂy-mowhh%mwylwmw«mhmmwmam&mé
payment-of-the-full outslending-balunce; eourt-costs—nd HlEOey s fees-if-4-co Heotion aetfon iy necesssry; wikl

we-]uwe+hu-figl-ﬂ—h+-MffnimHe—}«mr—lMiership-ﬁgmenMeL—Hnmﬁm»lﬂt»&e-hi-ﬁ}@h&bitﬁ}r

He-Rath il 28
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In 2004, Re-Bath granted a franchise in Central Florida forthst-hed an Initial Franchjse Fee of $133,179;
however, Re-Bath will not grant any future franchises forthat-heve on Initial Fruehise Fee in excess opreater
than $100,000.

You must purchase your initial equipment and supplies (utthe “Start-Up Package™ from us, unussts—if you are
already in the bathtub liner i[_u_i_l_l._s*_jr);imhmuy,—gnu'ohﬂsa-nf~me-8mt1-1-$p-I’nekugefis-aplinnnl.- The cost of the
Start-Up Package is $6,000.00 for g Large_Market '!‘g@tu[y&k\e%ﬂmkekmy or $3,000 for u Simall
Market Territory, Hhe—smeti—narhet-terrdory; which includes o variety of materials necessary to begin the
Franchised Business. The package, unless picked up at training, is shipped from Mesa, Arizona to you at your
expense. If you meet our credit standards, you may finance the total cost of the Start-Up Package; for up to six
months, upon the execution of the Dealer Agreement, by signing a Promissory Note. The Promissory Note

(Exhibit 1) iskd3 personally guaranteed by you, i you are an individugl, or the owners of 15% or more of your
equity, if you are a legal entity. The Promissory Note pledges your Dealership Agreement as collateral,

We provide instructors and materials, We  also pay the cost of ane hotel room (for maximum of 2 people) during
the initia! training period only. You must pay for all other expenses, such as transportation, including airfare and
car rental, food and wages, associated with all training programs. These expenses will fiot be uniform, but will

vary according to the location of the Dealership in relation to the training facilities and other variables,

A minimum of five permanent product displays isnre necessary to display Re-Bath Products. Two displays
must be a combination bathtub liner and wall surround system. Two other displays must be a shower base liner
and wall surround system. The fifth display muy be a combination of your choice.

If you do not atreedy operate an existing business with adequate showroom space which meets Re-Rath's
criteria, you mygt within, six months after the completion of your training, You-must-open and operate your
Dealership from a showroom/office within your Lyrritory.exelusive-tertilosy: The site musishould include a
minimum of 800 square feet for a showroom for the display of Re-Bath Products,produets; and be located in an
area with high traffic on or near a main arterial street. You may also need additional square footage for office
amnd storage. Rent is estimated to be between $3,400 - 520,000 per vear depending on factors such as size,
condition and location of the leased premises, You may also be required to pay security deposits, utilities and
improvement costs. If the population in your territory increases by 10% or more, as shown in any census
conducted by the United States Census Bureau, we may require you to open additional showrooms or
alternatives, such as mall kiosks, in your Lerritory ferritory-  In addition we may require you to open one or
more additional showrooms, or additional alermatives such a8 mall kiosks, if you acquire additional
Tenitorvteritory fram us or fom other Dynlersdenters and we do not enter into a new Dealership Agreement
for the additional Territory. ferritory: '

Indoor and outdoor signage is necessary 1o open a showroom and must be spproved by Re-Bath.

Advertising includes media buys and promotional items. Expenses may start to incur before opening the
Dealership. During the first 12 months after completion of the Initial Training Program, initial-training program,
we-tequire you mustte commit at jeast $40,000 for initial advertising in & Large Market Territorylurge-market
tersitory to promote your Dealership. In a ,Snug]]_'Mgrl\;cL'Lp_r_ri;_gm;smnll-umrkel-temmry; the commitment
Thustshal be at least $20,000. [hrring the first 12 months after completion of the_Initind Training_Program,
Youinitieh-trining-progrun-caeh dealer must spend at least 10% of yourthe-deslers gross sales for the prior 12
months on advertising (excluding(such-10%- o exelude any sales made through the Home Depot program). We
expect you will spend one-third to two-thirds of the first year minimum pdvertising requirement in the first three
months of operation.

Before opening and during the term of your Franchised Business, you need insurance to protect you and us
against loss, liability or cxpense, from personal injury, death, property damage, connected with the operation of
your Re-Buth-Dealership.  You must name us as an additional named insured on the policy. The policy must, at
a minimum, include the following: I. General and Public Liability, with a minimum single limit linbility of
51,000,000 per person; and 2. Property Damage liability insurance with minjmum Limits of $500,000 per
accurrence. You must have Worker’s Compensation and Employer’s Liability insurance as required by state
and federal law where you operate. You may need other insurance as required by the state n which your

Ra-Rath-ufin-i6 28
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Franchised Business operates. You must Bive us copies of all policies and policy umendments. We require 30
day wrillen cancellation notice to us on the msurance poiicies. Inadequate insurance coverage is cause for us to
stop shipment of any productsProducts to your -Re-uth Deslership until these requirements are met.  All
insurance payments are non-refundable, and insurance costs will vary.

Includes miscellaneous supplies (in addition to the Start-Up Package) and office supplies that you may need,

You will need capital to support on-going expenses, such aslike payroll and other monthly fixed costs, 10 the
extent that these costs are not covered by soles revenue. New businesses oflen generale o negative cash flow,
We estimate that the smount given will bo sufficient to cover on-going expenses for the start-up phase of the
Dealership, which we calculate to be three months, This is only an estimate, and there is no guarantee that more
working capital will not be needed during this start-up phase or thereafier.

We relied upon our collective experience of over 50 years in the industry when preparing these figures. You
should carefully review these figures with a business advisor before making any decision to purchase the
Franehise, Franchised-Business:

You must purchase Re-Rath Products as specified in our Confidential Operations Mamuals, Thesgs————
. " .

specifications include the specific product type required.  You must We-plase-so-resieiotions-oh whire- o fFonnhom
yutt purchase ullumi]lury-«,)wdmlﬂ-such-us-slmwer—dqmm,—vul\:es,—plmuhing—-ﬁslllresr and-products-necessary-tor
insﬂ%ﬁiﬁu.—#\t—ﬁw-;wm-ﬁma,—Re—l*&h—is-ﬂm—mdy—appnwvd—mmw-ahmpp&y—ﬁw bathtub liners, shower buse
liners, sid-wall systemns and shower basespanels (the “Required Products™) frevou-as-t-Re-Rath-Deslor—Ro-Bath
wllers-our-Nea lefskmmun[-vulume-discnum—pricingw-\ftm-nmy—pumlmse-lhe- Required- Products-nnd--speeified
riteriali-td —supplies-from us or 111)13_!hcr_.gl_u;p__liqr_g1;_«1_1_|amulhg;_uggrﬁﬁ:: : fustarers-approved-by-us who
demonstries demonstiates 1o our satisfact n, the ability to meet our reasonable standards and specifications for
those items; who possesses adequate quality control and capacity to supply your needs promptly and relinbly; and
who hashiave been previvusly-approved by us in writing bv-us-and not later_disapproved. _At_the, present_time, Re-
Bath is the only approved source of supply for the Required Products, You muy also purchuse cerfain supplics trom
us, however, we plage no resirictions on where or from whom you purghnse ancillary products, such us shower
doors, valves, plumbing fistures, and_ Droducts neccssary. for_instalfation,_provided Shat_these products meet_our
specificptions, Re-

=Bath_offers annunl_vohune_disc unt_pricing for_the_Required Products__Other. recomt ended
manufacturers or suppliers ampd their products are listed in the Confidential €

crations Manual or gre made availahle
tu ¥ou upon fequest fater: We may moke other Re-Both productsProducts available 1o you, from Limg te time, either
on a private label or third party basis, Generally, you are not obligated to purchase these additional products from
us; however, we may add additional items fo ths list of Required Products if such additiona) items are manufactured
by us or one of our affilintes; or such-items-incorporate our inteliectua] property.-We-may-require-you-to- purchase
pow-Required-Froducts; as-well as niher—s.peciﬁ&.-wuppliemmdmnleriﬂia; direatly-from-us-or-only-from-manwset irors

appraved-byous,

_ﬁ-—‘.‘.’. desive-ineome-fFom the-pirchase-of: stpplies-by-you—In-additivn—our effiliste—AmBathft-& . derives
kmwwqhﬂn—ymtf—ww}ms%—bqum‘:ﬁ u i F—or-t——Antath-L G- had
Requir&l-Products-in—QUﬂS-n!'-apprn.\'imulel:r'~$8,f)8-l; 3 .~~Amllulh—s--2(k)5-hrtul~rewmle-repn.'ﬁenlul-l'ur—Requir&d
andue&s—mm—-wpnﬁhnﬂmy—ﬁ%r—We &re also an spproved provider for other supplics. Other approved
manufacturers and their products are listed in the Confidential Operations Manual or available to ¥ou upon request.
We do not negotiate purchase arrangements with suppliers. We do not provide materia} benefits to you based upon
your use of approved sources. We- consider a-variety- ol‘--l'uumrs—when-deiennining-whet}mr— - Fenew-or-grant
Hd«iitk-\m}-&maelﬁe‘-as«-%unmg the-faotors-we-onsideris Hithoe with-the-requiroments Jeseribod-ahave.

3 { R 1 e ¥
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tacilities, and request samples be delivered by from the manufacturer,be-lelivered: at our option, either to us or to
an independent laboratory designated by us for tesling. You are responsible for any testing fees. We may inspect
the proposed manufacturer's financial records and investigate its history. We may also re-ingpect the (ucilities and
produets of nny approved manufacturer and revoke approval upon the manufacturer’s faifure to continue to meet any
of our reasonable criteria. :

You must not sell or offer for sale any Required Products ocquired from the proposed supplier unless and
until you receive or our written approval of the proposed supplier. We may, from time to time, revoke our approval
of 4_partieular products or supplier_its-winn we determine, in our sole discretion, that the produets or suppliers no
longer meets our standards. Upon receipt of written notice of such revocation, you must stop selling and/or
installing any disapproved products and any products acquired from aay disapproved supplier.

We have negotiated a program with Home Depot, which is a voluntary program and which will have Home
Depot stores selling Re-Bath Products through a display in the-selected Home Depot stores. If yousny-otfour-dealers
choose to participate in this program. you must-they-will-be-required-te sign an ngreement with Home Depot, a copy
of which is attached as Exhibit K. If you shoose_ not to narticipate_in the Home Depot program, or if youru-dealery

participation _in_the_pregmm is terminated by Home Depot for any reason, we reserve the right to sell Re-Bath

Products via this program in_your territory, either direetly or by unother dejer, over-though-the-Re-Rath-Produots

will-be-sold-within- deir- protected-territory:  We will not receive any income or other materinl benefit from the
Home Depot program. We may also enter into similar programs with other home improvement retailers or other
mass merchandise retailers.
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There are no purchasing or distribution cooperatives, —

We derive_inconte_from _your purchase of Required Products and supplics from us,._During the_ yesr_ending
Recember 31, 2005, Re-Bath had revenues of $17.950,000. of which $17.105,824 (upproximately $5%) consisted ol
revenues from the sake of Re-Bath Products to Denlers.  We also d erive revenue from your purchase of products
from certain other parties, During the year ending December 31, 2006, $5 302.04 of vur total revenues consisted of
revenues derived frem the sale of products o Dealers by such partics. See financisl statements atlached as xhibi [,

In addition, our uflilinte, AnBath,, also derives conse [Tom your purchuses by munultbeturing and seling
lhc_lit.'.quir,csl_l_’.rgd_t_!gl.§.,um_l_§@.lnnlicj.lLu;s_-hAmB;;t,h,lm.d_.rgxsmus_tﬁor_R.L:s;u.ir,cd Praducts in 2003 _of approximately

$8,084.733, representing approximately 45% of Ami3nih’s tola] 2005 revenye,

We estimate your purchase_of Required Produets represents approximately_|5% to 20% of your_cost o

establish and operate the Franchised Business,

— ,W_c_censid_cux;lrjc!LQl‘_fgc;_grﬁ__\s'hen_c.l,,e,lgzm_ining_\.\.’hc!l,wr_t_o_re.np.wgr.gmm.astdiiiqtml.fn_mu_‘h.i&c&._ Amang
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ITEM 9
'8 OBLIGATIO

THIS TABLE LISTS YOUR PRINCIPAL OBLIGATIONS UNDER THE FRANCHISE AND OTHER
AGREEMENTS. IT WILL HELP YOU FIND MORE DETAILED INFORMATION ABOUT YOQUR
OBLIGATIONS IN THESE AGREEMENTS AND IN OTHER ITEMS OF THIS OFFERING CIRCULAR.

Obligation Sectlon In Agreement Item in Offering Circular
a. Site selection and Articles 6 and 7 of Dealership Items 7 ond 11
Re-Rathulosile 28
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Obligation
ucquisition/lease

b. Pre-opening purchases/leases

¢. Site development and other pre-
opening requirements

d. Initial and ongoing training
¢. Opening
f. Fees

g. Compliance with standards and
policies/Operating Manual

h. Trademarks and proprietary
information

i. Restrictions on
products/services offered

Jj- Warranty and customer service
requirements

k. Territorial development and
sales quotas

. OCngoing products/service
purchases

m. Maintenance, appearance and
remodeling requirements

n. Insurance

0. Advertising

p. Indemnification

Q. Qvmer’s participation/
management/staffing

r. Records/reports

5. Inspections/audits

t. Transfer

u. Renewal
v. Post-termination obligations

w. Nor-Competition covenants

R st faesabrr o

Section in Agrecment
Agreement

Articles 1, 6, 16, 18 and 22 of
Denlership Agreement

None

Articles 4, 5 and 7 of Dealership
Agreement

Articles 2 and 6 of Dealership
Agreement

Articles 1 and 14 of Dealership
Agreement

Articles 6 and 8 of Dealership
Agreement

Articles 1, 6, 15, 17 and 26 of
Dealership Agreement

Articles 6 and 9 of Doalership
Agreement

Articles 6, 10 and 26 of Dealership
Agreement

Articles 2 nnd 19 of Dealership
Agreement

Articles 6 and 9 of Dealership
Agreement

Article 6 of Dealership Agreement

Article 22 of Dealership Agreement

Articles 16 and 18 of Dealership
Agreement

Articles 22 and 29 of Dealership
Agreement

Article 26 of Dealership Agreement
L]

Article 6 of Dealership Agreement
Article 6 of Dealership Agreement

Articles 23 and 24 of Dealership
Agreement

Article 21 of Dealership Agreement
Article 26 of Dealership Agreement

Articles 20 und 27 of Dealership
Agreements

28
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Item in Offering Circular

Items 5, 6 and 7
None

Items 11 and 6
Item 11
Items 5 and 6
Items 11 and 14
Ttems 1%, 13 and 14
Item 16

Item 6

[tem 12

Item 8

None

Item 7
Items 6 and 11

Nons
Item 15

None
Items 6 and 19
Ttem 17

ftem 17
Item 17
item 17



Obligation Section in Agreement Item in Offering Clrcular

X. Dispute resolution Article 33 of Dealership Agreement  Htem 17
ITEM 10
LOSS OF
ITEM LIAHILITY  LEGAL
FINANCED AMOUNT DOWN TERM  APR MONTHLY PREPAY SECURITY UPON RIGHT ON
SOURCE FINANCED ~ PAYMENT (YRS) % PAYMENT ~ PENALTY  REQUIRED  DEFAULT  DEFAULT
Initisl Foo $20,000 None 1 10 N/A None Personal Losa of Nono
| tNote 1) Guaranteo Franchise;
Examplo - Atty's focs
Largelurye
Mark,
Tetritorymarkot  $3,500 None 1 10 N/A None Personal Loes of Namo
Guarantee Franchiso;
Initial Fee Auty*s fees
(Nots 1)
Example -
Small Market
Temitprywmalt
el
Land/Comstrict  Nons
| i
Leasad Spaco None
Equipment Nons
Leasey
Equipment $6,000 fur None 5 10 $1,02037 None Personal Loas of Nome
Purchages Largelurge CGuaranteo Franchise;
{Note 2) Market Atty's foes
Territgry
markot None 3 10 $514.68 None Personal Loss of None
Guanntee Franchise,
Atiy’s Foes
£3,000 for
Semal] Marke
Temitor
bl markel
Opening Nom
laverory mewnt
Other None
Financing L}
Note | - st pay the Initiat Franehise Fee in full when v Denership Agreement .
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