Sample Item 10: Financing

ITEM 10: SUMMARY OF FINANCING OFFERED

Item Source of Down Amaouant Term Interest Monthty Prepay Security Liability Upon |Loss of Legal
Financed Finnucing Payment Flbanced {Yrs} Rate Puyment Penslty Required Default Right on
Default
Luitial Fee Belmoat 510,000 10 18% $180 None Perspnal Loss of Wiive notice.
(note 1) Guurantce frunchise-unpaid |Confess
loun Judgment
Lawd/ None
Constr
L.eased Belmont 32,000 7-10 NiA F3.000 - Noae Personal Loss of None
Space (note 2) {seeurily $6,000 Guaranlee franchise: back
depasity renl plus 2
monihs:
ranchise rights,
collcetian costs
incl. attorneys
fees
Equip. Lease |USA Crediv  |None 35.006 3 153% 3100 None Persunat Equip. remaved: {Lose all
Carp. CGuaranice past dug defenses
(nale 3) payments;
81008 Jiquid
damages: cosls
el colleciion
Equip. Beimont 81,250 53,754 2-7 158% $72. $s00 Personal Lossal Nong
Purchase (note 4 (25%) $182 Guaranles franchise. eguip,
remaval;
averdue
paymenls:
callection cosls,
incl. atlorneys
Jees
Gpening None
Tuxentory
Other Nuone
Finuncing
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Notes:

{1) if you meet Beimont’s credit standards, Belmont will finance the $10,000 initial franchise fee over a
10-year period at an interest rate (rate of interest, plus finance charges, expressed on an annual basis)
of 18%, using the standard form note in Exhibit E. The only security we require is a personal guarantee
of the note by you and your spouse, or by all the shareholders of your corporation. (Loan Agreement,
Section ) The note can be prepaid without penalty at any time during its 10-year term. (Loan
Agreement, Section A.) If you do not pay on time, we can call the loan and demand immediate payment
of the full outstanding balance and obtain court costs and attorney’s fees if a collection action is
necessary. (Loan Agreement, Section B.) We also have the right to terminate your franchise if you do
not make your payments on time more than three times during the note term. (Loan Agreement,
Section C.} You waive your rights to notice of a collection action and to assert any defenses to
collection against Belmont. (Loan Agreement, Section D1.) Belmont discounts and sells these notes to
a third party who may be immune under the law to any defenses to payment you have against us. (Loan
Agreement, Section D2.)

{2) In most cases, Belmont wili sublease the franchised premises to you, but will guarantee your lease
with a third party if you have acceptable credit and that is the only way to obtain a location. (Lease
Section B.) The precise terms of Belmont’s standard lease in Exhibit B will vary depending on the size
and location of the premises, but the chart reflects a typical range of payments for Belmont's standard 6
bay franchise outlet, including payment of one month’s rent as a security deposit. (Lease Section C.)
The only other security we require is a personal guarantee of the lease by you and your spouse, or by all
the shareholders of your corporation. (Lease Section D1.} The lease can be prepaid without penalty at
any time during its term. {Lease Section D2} If you do not make a rent payment on time, we have the
right to collect the unpaid rent pius an additional twoe months rent, as liquidated damages. {Lease
Section E.) Belmont can also obtain court costs and attorney’s fees if a collection agency is necessary.
(Lease Section F.} If you are late with your rent more than three times during the lease term, we have
the right to terminate the lease, take over the premises, and terminate your franchise. If Belmont
guarantees your lease, we will require you to sign the guarantee agreement in Exhibit F. (Lease Section
G.) This gives us the same legal rights as the sublessee but requires you to give Belmont the right to
approve your lease and pay the rent for you if you fail to pay on time. (Lease Section G.)

(3) If you want to lease the pipe bending machine and other equipment yvou need, Belmont has
arranged an equipment lease (Exhibit C) from USA Credit Corporation of Las Vegas, Nevada. If you
choose this option, you will pay $100 a month for 80 months (5 years) at an interest rate (rate of interest,
plus finance charges, expressed on an annual basis) of 15% based on a cash price of $5,000, with no
money down. (Equipment Lease, Section A.) Atthe end of the lease term, you may purchase the
equipment with a one-time payment of $2,5600. (Equipment Lease Section B.) USA Credit requires a
personal guarantee from you and your spouse, or from all the shareholders of your corporation, and
retains a security interest in the equipment. (Equipment Lease, Section C.) The equipment lease can
be prepaid atany time. (Equipment Lease, Section D.) If you do not make a payment on time, USA
Credit can demand payment of all past due payments, remove the equipment, and charge you $1,000
as liquidated damages. (Equipment Lease, Section E.) USA Credit can also cover its costs of
collection, including court costs and atterney's fees. (Equipment Lease, Section E.) While Belmont
does not know USA Credit's policies, USA Credit may discount and transfer the lease to a third party
who may be immune under the law to claims or defenses you may have against USA Credit, the
equipment manufacturer, or Belmont. We receive a referral free of $500 from USA Credit for every

franchisee who leases equipment from it.

(4) if you prefer, Belmont will sell you the pipe bending machine and other necessary equipment on
time. (Equipment Purchase Agreement, Section A.) We require a 25% down payment of $1,250.
(Equipment Purchase Agreement, Section A.} We will finance the remainder over a 2-7 year period at
your option at an interest rate of 15%. (Equipment Purchase Agreement, Section B.) Fayments range
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from $228.11 a month over 7 years to $821.58 a month over 2 years. (Equipment Purchase
Agreement, Section C.) Belmont's standard equipment financing note in Exhibit D must be personally
guaranteed by you and your spouse, or by all the shareholders of your corporation, and we will retain a
security interest in the equipment. (Equipment Purchase Agreement, Section D.} You may purchase
the equipment at any time during the lease period by paying the remainder of the principal plus a $500
prepayment penaity. (Equipment Purchase Agreement, Section E.} i you do not make a payment on
time, we can demand all overdue payments, repossess the equipment, and terminate your franchise.
We can also recover our costs of collection, including court costs and attorney’s fees. (Equipment
Purchase Agreement, Section E.)

Except as disclosed in Note 1, Belmont does not offer financing that requires you to waive notice,

confess judgment, or waive a defense against us or the lender, although you may lose your defenses
against us and others in a collection action on a note that is sold or discounted, as disclosed in Notes 2

and 3.
Except as disclosed In Note 3, Belmont does not arrange financing from other sources,.

Except as disclosed in Notes 1 and 3, commercial paper fram franchisees has not been and is not sold
orassigned to anyone, and we have no plans to do so.

Except as disclosed in Note 3, Belmont does not receive direct or indirect payments from placing
financing.

Except as disclosed in Note 2, Belmant does not guarantee your obligations to third parties.




