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TR. _ 102863483

To the Director of the U. S. Patent and Trademark Office: Please record the attached documents or the new address(es) below.

1. Name of conveying party(ies)/Execution Date(s): 2. Name and address of receiving party(ies) -

Yellowave Co rporation Additional names, addresses, or citizenship attached? D No

Name: Cutco Acquisition Corp.

L Internal

] Individual(s) [] Association Address: R
L] General Partnership (] Limited Partnership Street Address: 7201 Metro Bou,levard\co
E Corporation-State N A

City: nn
[:I Other ?

State:__ MN
Citizenship (see guidelines) New York Country.__TSA Eip: 55\‘39
Execution Date(s) March 7, 2000 [[] Association  Citizenship

I:l General Partnership ~ Citizenship

Additional names of conveying parties attached? DYeS B No

[_] Limited Partnership ~ Citizenship
Corporation Citizenship_Minnesota

3. Nature of conveyance:

Assignment Merger

[;I 9 D 9 I:I Other Citizenship

] Security Agreement [_] change of Name If assignee is not domiciled in the United States, a domestic

D representative designation is attached: ] Yes No
Other (Designations must be a separate document from assignment)

4. Application number(s) or registration number(s) and identification or description of the Trademark.

A. Trademark Application No.(s) B. Trademark Registration No.(s)
see attached

_________________________________________________________________________________ Ii\dditional sheet(s) attached? Yes [_] No
C. Identification or Description of Trademark(s) (and Filing Date if Application or Registration Number is unknown):

see attached

5. Name-& address of party to whom' correspondence | g Total number of applications and
concerning document should be mailed: registrations involved: 9
Name: Scott Sullivan
Internal Address: Regis Corporation 7. Total fee (37 CFR 2.6(b)(6) & 3.41) $_240
Law Department D Authorized to be charged by credit card
Street Address: _ 7201 Metro Boulevard E Authorized to be charged to deposit account
D Enclosed
City: Minneapolis 8. Payment Information: o
State:  MN Zip 55439 a. Credit Card  Last 4 Numbers S
Expiration Date MR
Phone Number: _ 952-947-7219 6D A N o
Fax Number: ___952-947-7200 - Deposit Account Number 502914
Email Address: scott .,s.lullivan@regiscorp . conf Authorized User Name Scott Sullivan

o T VR,
/ N ] P Signature "7 Date
Scotrt Sullivan Total number of pages including cover
Name of Person Signing sheet, attachments, and document: 78

Documents to be recoNjed (including cover sheet) should be faxed to (703) 306-5995, or mailed to:
Mail Stop Assignment Recordjtion Services, Director of the USPTO, P.O. Box 1450, Alexandria, VA 22313-1450

10/19/2004 GTON11 00000200 502914 73052823

01 FC:8521 40.00 DA
g FC:8522 200.00 DA
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TRADEMARKS

Mark Reg. No. Serial No. Reg. Date Filing Date
GREAT EXPECTATIONS 1054454 73052823 Dec. 14, 1976 May 20, 1975

PRECISION HAIRCUTTERS

HAIRCRAFTERS 1310495 73424686 Dec. 18, 1984 May 6, 1983
HAIRCRAFTERS 1289440 73401853 Aug. 7, 1984 Nov. 8, 1982
HAIRCRAFTERS 1289315 73401878 Aug. 7, 1984 Nov. 8, 1982
HAIRCRAFTERS 1309579 73424685 Dec. 18, 1984 May 6, 1983
CUT & CURL 1386454 73424683 March 18, 1986 May 6, 1983
SIGNATURE 1300018 73450465 Oct. 9, 1984 Oct. 31, 1983
GREAT EXPECTATIONS 1323983 73424684 March 12, 1985 May 6, 1983
FREESTYLE 1436054 73619179 April 7, 1987 Sept. 10, 1986
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AGREEMENT FOR PURCHASE AND SALE OF ASSETS

THIS AGREEMENT is made and entered into as of the 7th day of March, 2000, by and
among Cutco Acquisition Corp., a Minnesota corporation (“Buyer’), Cutco Salons, Inc., a New York
corporation (“Seller”), and Yellowave Corporation, a New York corporation, the sole shareholder

of Seller (“Shareholder™).
RECITALS

A. Seller either directly or through a wholly-owned subsidiary owns (1) certain rights as a
franchisor under certain franchise agreements, license agreements, development agreements,
sublease agreements, promissory notes and any other agreements with its franchisees (which are
collectively referred to herein as the “Franchise Agreements” and are described in further detail on
the attached Exhibit A); (ii) the rights to use, andlicense others to use, the service marks and
trademarks set forth on the attached Exhibit B (collectively the “Trademarks™); (iii) the rights as
’Lenant under the real property lease agreements set forth on the attached Exhibit C (collectively the
:‘Leases”); and (iv) all issued and outstanding shares of capital stock of the companies set forth on
the attached Exhibit D (individually, a “Subsidiary” and collectively, the “Subsidiaries™); and (v)
all other assets, including inventory, accounts receivable, notes receivable, unpaid royalties,
arbitration awards and supplies, related to or used in connection with Seller’s franchise business.

The foregoing assets described in A(i) through A(v) above are hereinafter referred to as the Assets.
Seller’s cash is excluded from the Assets.

B. Seller desires to sell the Assets to Buyer and Buyer desires to purchase the Assets from
Seller, all on the following terms and conditions.

NOW, THEREFORE, in consideration of mutual covenants, agreements and considerations
set forth herein, the parties agree as follows:

1.  Purchase and Sale.

1.1 Assets. On and subject to the terms and conditions of this Agreement, Buyer agrees
to purchase the Assets from Seller and Seller agrees to sell the Assets to Buyer on the Closing Date

(as hereinafter defined).
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1.2 Purchase Price. The purchase price for the Assets shall be $3,600,000 (“Purchase

Price™) payable as follows:
(a)  $3,300,000 in cash paid to Seller on the Closing Date.
(b) $300,000 shall be placed in escrow on the Closing Date (the “Escrow
Fund”), in an interest bearing account with LaSalle National Bank,
Chicago, Illinois (the “Escrow Agent”). This amount, plus all accrued
interest, less any deductions provided for herein, shall be released to
Seller ninety (90) days thereafter.

1.3 Alocation of Purchase Price. Buyer and Seller agree that the purchase price shall be
allocated as follows:

Cash h
Inventory $

Furniture, Fixtures, Leasehold

Improvements and Equipment $
Goodwill and other Intangibles $
TOTAL: $ 3.600,000

1.4 Obligations of Seller. All liabilities of Seller, whether disclosed or undisclosed, shall
be paid by Seller and Seller shall indemnify and hold Buyer harmiess against all such liabilities.
Except as otherwise provided herein, Buyer shall assume no liabilities or obligations of Seller. If
Buyer is required to pay any liabilities of Seller, Buyer shall deduct such amount from the payments
described in Section 1.2.

1.5 Obligations of Buyer. Buyer agrees to assume. pay and perform each and every

obligation of Seller which accrues on or after the Closing Date, in connection with the operations
of Seller’s franchise business and Buyer shall indemnify and hold Seller harmless against all such
liabilities. The parties agree that Buyer shall not assume any liability for obligations which accrue
or relate to any period of time prior to the Closing Date.

1.6 Prorations. All operating costs relating to Seller’s business shall be allocated between
Seller and Buyer based upon the Closing Date, such that Seller shall pay that portion of the operating
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costs and receive that portion of the income (excepting any unpaid receivables, promissory notes,
arbitration awards or delinquent royalty/license fee accounts, all of which shall be the sole property
of Buyer as of the Closing Date) pertaining to that period of time up to and including the day prior
to the Closing Date and Buyer shall pay that portion of the operating costs and receive that portion
of the income on and after the Closing Date. The parties will attempt to make the necessary
adjustments within sixty (60) days after the Closing Date, and make such necessary payments within
the same time period.

2. The Closing. The transaction provided for herein shall be closed on March 9, 2000,
by overnight delivery of documents, or by such other means as the parties may agree upon.

3. Instruments of Transfer; Further Assurances.

(a) At the Closing, Seller shall deliver to Buyer:

(i) A Bill of Sale and Assignment(s) transferring to Buyer ownership
of the Assets free and clear of all liens, security interests and other
. encumbrances;

(i1) Certificates of Good Standing for Seller and each Subsidiary from
the Secretary of State offices where each such company is doing business;

(ii1) Certified resolutions of the Boards of Directors and Shareholder of
Seller and each Subsidiary approving this transaction;

(iv) The Non-Competition Agreement pursuant to Section 9 herein, duly
executed by Seller and Shareholder; and

(v) Such other and further instruments of transfer as shall in the
reasonable opinion of Buyer’s counsel be necessary or appropriate to
consummate the purchase and sale.

(b) At the Closing, Buyer shall deliver the amounts to Seller and Escrow Agent as

set forth in Section 1.2 herein.

4.  Representations and Warranties of Seller and Shareholder. For all purposes of this

Section 4, each reference to Seller shall also refer to and include each Subsidiary. Seller and
Shareholder represent and warrant to Buyer as follows:

(a) Organization; Good Standing. Seller is a corporation duly organized, validly

existing and in good standing under the laws of the State of New York with all requisite power and

authority to perform its obligations hereunder.
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(b) Authorization. The execution, delivery and performance of this Agreement by
Seller has been duly authorized by the Board of Directors of Seller and the Agreement constitutes
the valid and binding obligations of Seller.

(¢) Shareholder_Approval. The execution, delivery and performance of this

Agreement by Seller has been duly authorized by the shareholders of Seller.
(d) Financial Statements. Seller has delivered to Buyer copies of the following
financial statements of Seller all of which are attached hereto as Exhibit E (“Financial Statements™),

all of which are true and complete:

€)) Balance Sheet of Seller for the period ended December 31,
1999;
(ii) Statement of Income for the six months ended December 31,
1999,
(iit) Letter dated February 11, 2000 (“Letter Summary™),

summarizing royalties paid and not paid, Notes paid and not
paid and actual monies received from royalties and notes;

(iv) Instaliment Note Schedule as of December 31, 1999;

v) Royalty Sales Report for period January 3, 1999 to December
26, 1999 (generated on February 3, 2000);

(vi) Royalty Delinquency Report as of December 26, 1999;

(vii) Royalty Reports Summary, 1999;

(viii) Cutco Industries’ projections for 2000; and

(ix) Royalties reported for period January 3, 1999 to December 26,
1999.

The Financial Statements fairly present the financial condition and assets and liabilities
of Seller as of the date indicated, and the results of operations of Seller for the period then ended.
The individual Royaity Delinquencies, Notes OQutstanding and Accounts Receivable balances as of
the Closing Date shall equal or exceed the respective individual balances as of December 31, 1999

as set forth in the Letter Summary.
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(e) Absence of Undisclosed Liabilities. Except to the extent reflected, reserved, or
otherwise provided for in the Financial Statements, Seller does not have any liabilities or obligations
of any nature relating to the operations or business conducted at the Stores, whether accrued,
absolute, contingent or otherwise, and whether due or to become due, other than those incurred in
the ordinary course of business since December 31, 1999. There is no basis for assertion against
Seller of any claim or liability relating to said operations or business in any amount not fully
reflected or provided for in the Financial Statements or covered by insurance policies of Seller.

() No Adverse Changes. Since December 31, 1999, there have not been (i) any
adverse changes in the financial condition or in the operations, business, prospects, properties or
Assets from that shown on the Financial Statements, or (ii) any material damage, destruction or loss
to any of the properties or Assets, whether or not covered by insurance, which have adversely
affected or impaired or which does or may reasonably be expected to adversely affect or impair the
ability of Seller to conduct its business, or (iii) any negotiation, or request for negotiation, for any
rcpresentatioh or any labor contract or any event or'condition relating to Seller’s business of any
character which has adversely affected or which does or may adversely affect or impair the business
of Seller.

(g) Tax Returns and Payments. Except for returns which are not yet due (provided

they are filed on or prior to their due date), Seller will have at Closing duly filed all federal, state and
local tax returns and reports required to be filed and now have and will have at Closing fully paid
or established adequate reserves for the proper payment of all taxes (whether or not shown on any
tax return) and other governmental charges upon it or its properties, assets, licenses or sales
(excluding income taxes based on Seller’s net income). There are no tax rulings outstanding, or
requested rulings, that would affect any of Seller’s tax liabilities. All monies required to be withheld
by Seller from employees for income taxes, Social Security and unemployment insurance taxes have
been collected or withheld, and either paid to the respective governmental agencies or set aside in
accounts for such purpose, or accrued, reserved against, and entered upon the books of Seller. Any
and all Internal Revenue Service adjustments to Seller’s taxes have been reported to all applicable

states and all state taxes relating to such adjustments have been paid.

eab\regis\cutco salons

TRADEMARK
REEL: 003064 FRAME: 0569



(h) Title to Property and Assets. Seller has good title to all its Assets, subject to no

mortgage, pledge, lien, security interest, lease, charge, encumbrance or conditional sale or other title
retention agreement.

(1) Eranchise Agreements. Except as set forth in Exhibit F, Seller is not in default
in any respect under any Franchise Agreements, nor has any event occurred which with the passage
of time or the giving of notice or both would constitute such a default. The Franchise Agreements
are in full force and effect as of the date hereof and there have been no amendments, modifications,
or alterations to the Franchise Agreements except as previously disclosed in writing by Seller to
Buyer. The continuation, validity and effectiveness of all such Franchise Agreements will in no way
be adversely affected by the consummation of this Agreement. The Franchise Agreements are freely
assignable from Seller to Buyer, and such an assignment will not be a default with respect to any of
the Franchise Agreements. There are presently no negotiations pending between the parties to the
Franchise Agreements, nor modification of the Franchise Agreements and Seller has no
commitments or understandings, oral or written, relating to the Franchise Agreements except as
contained in the particular Franchise Agreements. Seller has provided Buyer with a copy of all
Franchise Agreements.

(3) Leases. The Leases are in good standing, valid and effective in accordance with
their respective terms and there are no existing defaults or events of default or events which with
notice or lapse of time or both would constitute defaults. Seller has not received any written notice
of any notice of any claim default with respect to the Leases. Seller has provided Buyer with a copy
of all Leases.

(k) Other Leases and Licenses. Excepting the Franchise Agreements and Leases, a

list of all leases of real or personal property and all license agreements to which Selier is a party, and
related to the Assets, is set forth in Exhibit G. All such leases and licenses are in good standing, valid
and effective in accordance with their respective terms, and there are no existing defaults or events
of default or events which with notice or lapse of time or both would constitute defaults. Seller has
not received any notice of any claimed default with respect to any leases and licenses. Neither the
execution of this Agreement nor the consummation of the transaction contemplated by this
Agreement will result in a default in, or will be deemed to be an assignment of, Seller’s leases and/or

licenses. There are presently no negotiations pending between Seller and the other party of such
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leases and/or licenses for the modification of any such lease or license except as contemplated
herein. Seller has no commitments or understandings, oral or written, relating to such leases or
licenses, except as contained in the particular leases or licenses, listed on Exhibit G. Seller has
provided Buyer with a copy of all leases, licenses and amendments thereto.

() Condition of Property. Seller’s property and equipment will be, at Closing, in

good operating condition and repair, subject to normal wear and maintenance, and in conformity
with all applicable ordinances and regulations, and environmental, building, zoning or other laws.

(m) Insurance. All the insurable properties of Seller are insured for Seller’s benefit,
in amounts deemed adequate by Seller’s management, against all risks usually insured against by
persons operating similar properties in the localities where such properties are located, under valid
and enforceable policies issued by insurers of recognized responsibility.

(n) Litigation. etc. Except as set forth in Exhibit H, there is no suit, action or

litigation, or administrative, arbitration or other proceeding or, any governmental investigation or
any change in the environmental, zoning or building laws, regulations or ordinances affecting the
real property or leasehold property of Seller or its business operations, pending or, to the knowledge
of Seller or Shareholder, threatened, that might, severally or in the aggregate, adversely affect the
financial condition, business, property, assets or prospects of Seller. Seller has complied with and
is not in default under or in violation of any laws, ordinances, requirements, regulations or orders
applicable to its business and Seller has not received notice of any claimed default or violation with
respect to any of the foregoing.

(o) Compliance with Other Instruments. etc. Neither the execution nor the delivery

of this Agreement nor the consummation of the transaction contemplated hereby will conflict with
or result in any violation of or constitute a default under any agreements among Seller and
Shareholder, or any agreement, mortgage, indenture, license, permit or other instrument, judgment,
decree, order, law or regulation by which Seller or Shareholder is bound.

(p) Environmental Compliance. Seller is not in violation of any United States
federal, state or local law, ordinance or regulation relating to the environmental conditions
("Environmental Law") on, under or about any real property owned or leased .by Seller including,
but not limited to, soil and groundwater conditions. To the best of Seller and Shareholder’s

knowledge, Seller has not used. generated, manufactured, produced, stored, treated or disposed of,
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whether temporarily or permanently, on, under or about any real property leased by Seller or
transported to or from any real property owned or leased by Seller any Hazardous Substance (as
defined below) in violation of any Environmental law, except for hair care products customarily used
in Seller’s business. To the best of Seller and Shareholder’s knowledge, there is no proceeding or
investigation by any governmental entity with respect to the presence of such Hazardous Substance
on any real property leased by Seller or the migration thereof from or to other property. Seller has
not been required or ordered by any governmental entity to treat, clean-up or otherwise dispose,
remove or neutralize any Hazardous Substance from or on any real property leased by Seller. For
purposes of this Agreement, "Hazardous Substances" shall mean (but shall not be limited to)
substances defined or listed as "hazardous wastes" or "toxic substances", or any variation thereof,
in or determined at any time to be such pursuant to applicable laws, and regulations adopted and
publications set forth in or promulgated pursuant to such laws, including, without limitation: (i) the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended, 42
U.S.C. Sectiohs 9601 et seq.; Hazardous Materials Transportation Act, 49 U.S.C. Section 1801 et
seq.; and (ii) pesticides, fungicides, solvents, herbicides, flammable explosives, asbestos,
polychlorinated biphenyls, radioactive materials; and petroleum, and drilling fluids, produced waters
and other wastes associated with the exploration, development, or production of crude oil, natural
gas or geothermal energy.

(q) Defaults, etc. There is no actual or claimed default or state of facts that with

notice or lapse of time or both would constitute a default on the part of Shareholder and/or Seller in
the performance or payment of any obligation to be performed or paid by Shareholder and/or Seller
under any contracts, plans or other instruments or arrangements referred to in or to be submitted as
provided herein, and neither Seller nor Shareholder has received or given notice of any actual or
claimed default or state of facts that with notice or lapse of time or both would constitute a default
on the part of Shareholder and/or Seller in the performance or payment of any obligation to be
performed or paid by Shareholder and/or Seller under any contracts, plans or other instruments or
arrangements referred to or submitted as provided herein. There are no benefit plans of Seller

subject to the Employee Retirement Income Security Act ("ERISA").
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(r) Books of Accountand Records. Seller’s books of account fairly reflect all of the

Seller’s items of income and expense, assets, liabilities and accruals, and are prepared, maintained
and compiled on a basis consistent with prior years.

(s) Suppliers. Seller’s relationships with its suppliers are continuing and satisfactory.
Shareholder and Seller have no knowledge of any plans of any supplier to discontinue providing
products to Seller and have no knowledge that a sale of the Assets by Seller might cause any such
supplier to discontinue providing products to Seller.

(t) Inventories. All inventory of Seller held for sale to customeré is of good
merchantable quality and saleable in the ordinary course of business. The merchandise inventory
of Seller is valued at Seller’s customary cost.

(u) Labor Controversies; Collective Bargaining Agreements. There are no

controversies pending or threatened between Seller and (i) any union, or (ii) Seller’s employees.
Seller is not currently subject to (i) any threats of strikes or work stoppages, or (ii) any organizational
efforts or derﬁands for collective bargaining or any union organization. Seller is in substantial
compliance with applicable labor laws. Seller is not a party to any collective bargaining agreement
with any labor union or other representative of any of its employees.

(v) Brokers. No broker or finder has been employed by Seller or Shareholder in
connection with this transaction.

(w) Disclosure. No representation or warranty by the Shareholder or Seller in this
Agreement. nor any statement or certificate furnished or to be furnished to Buyer pursuant hereto,
or in connection with the transaction contemplated hereby, contains or will contain any untrue
statement of a material fact, or omits or will omit to state a material fact necessary to make the
statements contained herein or therein not misleading.

5.  Indemnity.

(@) The parties agree to indemnify each other and hold each other harmless from any
loss or damage from the breach of any warranty or representation of the respective party set forth
herein, including reasonable legal and accounting fees and expenses incurred by the other party as

a result of such breach or in enforcing this indemnity.
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(b) Should Buyer pay any amount to any entity as a result of Seller’s breach or
default under this Agreement, in addition to any other remedies available to Buyer, Buyer may
deduct such amount from the payments described in Section 1.2.

6. Representations and Warranties of Buyer. Buyer represents and warrants to Seller as

follows:

(a) Organization; Good Standing. Buyer is a corporation duly organized, validly

existing and in good standing under the laws of the State of Minnesota with all requisite power and
authority to perform its obligations hereunder.

(b) Compliance with Other Instruments. etc. Neither the execution nor the delivery

of this Agreement nor the consummation of the transaction contemplated hereby will conflict with
or result in any violation of or constitute a default under any agreements of Buyer, or any agreement,
mortgage, indenture. license, permit or other instrument, judgment, decree, order, law or regulation
by which Buyer is bound.

(10) Brokers. No broker or finder has been employed by Buyer in connection with
this transaction.

(d) Authorization. The execution, delivery and performance of this Agreement by

Buyer has been duly authorized by the Board of Directors of Buyer and the Agreement constitutes
the valid and binding obligations of Buyer.

(e) Disclosure. No representation or warranty by Buyer in this Agreement, nor any
statement or certificate furnished or to be furnished to Seller pursuant hereto, or in connection with
the transaction contemplated hereby, contains or will contain any untrue statement of a material fact,
or omits or will omit to state a material fact necessary to make the statements contained herein or
therein not misleading.

7.  Covenants of Seller and Shareholder. Seller and Shareholder agree that prior to the

Closing:

(a) Cooperation. Seller, each Subsidiary and Shareholder will cause the transactions
contemplated by this Agreement to be consummated, and, without limiting the generality of the
foregoing, to obtain all consents and authorizations of third parties and to make all filings with and
give all notices to third parties which may be necessary or reasonably required in order to effect the

transactions contemplated hereby. Seller and Shareholder will use their best efforts to preserve
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Seller’s business organizations intact and to keep available the services of its employees and
representatives and will preserve the goodwill of its employees, customers, suppliers and others
having business relations with Seller.

(b) Landlords’ Consents. Seller shall cooperate with Buyer to obtain the written

consents from the Landlords to assignments of the Leases with no increase in rent, but with such
modifications as Buyer, in its sole discretion, may deem necessary and reasonable, including but not
limited to the right to the modification of any radius restriction clauses so that the scope is
reasonable and the restrictions are limited to the existing trade name only. Seller shall pay all fees
required by Landlords as consideration for consenting to the Lease assignments.

(c) Transactions Out of Ordinary Course of Business. Seller and the Subsidiaries

will not, except with the prior written consent of Buyer, enter into any transaction out of the ordinary
course of business, including, but not limited to, the execution of any new lease or the modification
~ of any existing lease.

(d) Maintenance of Properties. etc. Sé¢ller and the Subsidiaries will maintain all their

properties in good repair, order and condition, reasonable wear and use, damage by fire or other
casualty excepted, and will maintain insurance upon all their properties with respect to the conduct
of their business, in such amounts and of such kinds comparable to that in effect on the date of this
Agreement.

(e) Maintenance of Books and Records. Seller and all Subsidiaries will maintain

their books, accounts and records in the usual manner on a basis consistent with prior years. Seller
and each Subsidiary will duly comply in all respect with all laws and decrees applicable to them and
to the conduct of their business.

(f) Certain Prohibited Transactions. Except with the prior written consent of Buyer,

Seller and Subsidiaries will not enter into any contract to merge or consolidate with or sell all or any
substantial part of their assets to any other party or change the character of their business.

(g) Debts. All debts and trade payables of Seller and all Subsidiaries will be paid as
they become due in the normal course of business.

(h) COBRA Indemnification. Seller and Shareholder agree to pay and be liable to

Buyer and shall indemnify, defend and hold harmless Buyer from and against and in respect of any

and all losses, damages, liabilities, taxes. sanctions that arise under section 4980B of the Internal
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Revenue Code (the "Code"), interest and penalties, costs and expenses (including, without limitation,
disbursements and reasonable legal fees incurred in connection therewith and in seeking
indemnification therefore, and any amounts or expenses required to be paid or incurred in connection
with any action, suit, proceeding, claim, appeal, demand, assessment or judgment) imposed upon,
incurred by, or assessed against Buyer arising by reason of or relating to any failure by Seller or
Subsidiaries to comply with the continuation health care coverage requirements of section 4980B
of the Code and section 601 through 608 of ERISA which failure occurred with respect to any
current or prior employee of Seller or Subsidiaries or any qualified beneficiary of such employee (as
defined in section 4980(g)(1) of the Code) prior to the Closing Date but only to the extent such
action, suit, proceeding, claim, appeal. demand,'assessment or judgment arises by virtue of the fact
that such employee was employed by Seller or a Subsidiary prior to the Closing Date and is based
upon an obligation owed by Seller to such employee. For purposes of this provision, references to
the Code and ERISA shall include references to any provision of such statutes as they may be

amended from time to time.

(i) Agreements Delivered, etc. Prior to the Closing Date, Seller will furnish to
Buyer complete and accurate lists of the following: (i) all agreements or arrangements of Seller and
all Subsidiaries that are to be performed in whole or in part on or after the date hereof, other than
leases or licenses listed in Exhibit G; (ii) all bonus, incentive, death benefit or other fringe benefit
plans, deferred compensation and post-termination obligations, trust agreements of Seller and all
Subsidiaries in effect or under which any amounts remain unpaid on the date hereof or are to become
effective after the date hereof; and (iii) all employment and consulting contracts not terminable at
will without penalty to which Seller or any Subsidiary is a party.

8. Covenants of Buyer. Buyer will faithfully perform on a timely basis all of its

obligations required herein.

9.  Non-Competition Agreement. At the Closing, Seller and Shareholder will enter into
a Non-Competition Agreement in the form set forth in Exhibit I attached hereto.

10. Conditions Precedent to the Obligations of Seller and Shareholder. All obligations of
Seller and Shareholder sunder this Agreement are subject to the fulfillment, at the option of Seller
and Shareholder, at or prior to the Closing Date. of the following condition: The representationsand

warranties of Buyer herein contained shall be true on and as of the Closing Date with the same force
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and effect as though made on and as of said date, except as affected by the transaction contemplated
hereby.
11. Conditions Precedent to the Obligations of Buyer. All obligations of Buyer under this

Agreement are subject to the fulfillment, at the option of Buyer, at or prior to the Closing Date, of
the following conditions:

(a) The representations and warranties of Seller and Shareholder herein contained
shall be true on and as of the Closing Date with the same force and effect as though made on and as
of said date, except as affected by the transaction contemplated hereby.

(b) Shareholder and Seller shall have performed all of their obligations and
agreements and complied with all of its covenants contained in this Agreement to be performed and
complied with by Shareholder and Seller prior to the Closing Date.

(c) Buyer shall be satisfied, in its sole discretion, with the resuits of its legal,
accounting, business. environmental and other due diligence review of Seller’s business and the

Assets.

12.  Survival of Representations. All statements by or on behalf of Seller or Shareholder
contained in this Agreement or any certificates or other instrument delivered by or on behalf of
Seller or Shareholder in connection with the transaction contemplated hereby shall survive the
Closing.

13. Entire Agreement. This Agreement supersedes all previous agreements among the
parties and contains the entire understanding and agreement among them with respect to its subject
matter. This Agreement cannot be amended, modified or supplemented in any respect except by a
subsequent written agreement entered into by all parties.

14.  Waivers and Notices. Any failure by any party to this Agreement to comply with any

of its obligations, agreements or covenants hereunder may be waived by Seller or Shareholder in the
case of a default by Buyer and by Buyer in the case of a default by Seller or Shareholder. The failure
of any party to insist in any instance upon performance of any term or condition of this Agreement
shall not be construed as a waiver of any future performance. All waivers under this Agreement and
all notices, consents. demands, requests, approvals and other communications which are required
or may be given hereunder of thereunder shall be in writing and shall be deemed to have been duly

given if delivered or mailed certified first class mail, postage prepaid:
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(a) If to Seller or Shareholder:

Yellowave Corporation
11777 San Vincente Boulevard, Suite 505
Los Angeles, CA 90049

(b) Ifto Buyer:

7201 Metro Boulevard
Minneapolis, MN 55439
Attention: President

With a copy to:

7201 Metro Boulevard

Minneapolis, MN 55439

Attention: Eric A. Bakken
or to such other person or persons at such address or addresses as may be designated by written
notice to the other parties hereunder.

15. Benefits. All the terms of this Agreement shall be binding upon and inure to the
benefit of and be enforceable by the parties hereto and their successors and assigns.

16. Arbitration. All disputes between the parties relating to this Agreement or the
transaction contemplated thereby or negotiations leading up to execution of this Agreement shall be
resolved by arbitration in Las Vegas, Nevada, pursuant to the rules of the American Arbitration
Associationthen in effect. The arbitrators shall have the power to award costs, including reasonable
attorneys' fees, as they deem appropriate. This Agreement shall be construed in accordance with the
laws of the State of Minnesota.

17. Expenses. Whether or not the transactions contemplated hereby are consummated,
each of the parties hereto shall pay its or his own expenses incurred in connection with the
authorization, preparation, execution or performance of this Agreement and all transactions
contemplated hereby, including without limitation, all fees and expenses of agents, representatives,
legal counsel and accountants. Seller shall pay all stamp, documentary, transfer or similar taxes
which may be payable as a result of the sale.

18. Facsimile Signatures: Counterparts. The delivery of an executed copy of this

Agreement or of any amendment hereto, made by facsimile transmission by any party to the other
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party hereto shall constitute effective delivery of such document by such transmitting party to such
receiving party, and any executed facsimile copy so delivered shall be deemed equivalent to an
executed original. This Agreement and any amendments thereto may be signed in two or more

counterparts, and all counterpart signatures. taken together. shall constitute one executed original.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first
written above.
CUTCO ACQUISITION CORP.

A

By: s
Paul D: Finkelstein, Chief Executive Officer

CUTCO SALONS, INC.

I
B}’Z‘l‘;‘ - L,D\, A : A(M

. President

YELLOWAVECORPORATION

By: (wui A\AVM—-Q-

. President
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EXHIBIT “A”

FRANCHISE AGREEMENTS

All agreements with respect to Stores listed on attached.
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EXHIBIT “B”

SERVICE MARKS AND TRADEMARKS

Attached
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CERTIFICAT DE RENOUVELLEMENT CERTIFICATE OF RENEWAL

LA PRESENTE CERTIFIE que THIS IS TO CERTIFY that this

I’enregistrement de cette trade-mark registration is renewed

marque de commerce est for a period of fifteen years,

renouvelé pour une période in accordance with section
de quinze ans, 46 of the Trade-marks Act.

46 de 1a Loi sur les marques dé

commerce.

GREAT EXPECTATIONS PRECISION HAIRCUTTERS
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Le registraire des marques de commerce

I * I ) Registrar of Trade-marks
Industrie Canada Industry Canada
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EXHIBIT C

REAL PROPERTY LEASE AGREEMENTS

Attached
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Kvarford

[ . P PRNSEE S e e

List of CutCo Subsidiary Leases

49
50
154
158
159
160
162
166
168
1612
1811
5008
5020
5037
5055
5056
6067
6151
6153
6154
515s
6357

6463

Location

Northhne
Jack Rabbit
Heritage Square
Old Mill Plaza
Central Park
McCreless Malt
Crossroads Mall
South Park Mall

‘River Center

Brooksville
Bushnell
Twin Towers
Evans Town
Westland Mall
Ingram Park
‘Windsor Park
Griffith Park
Laredo
Brownsville
San Antonio
Harlingen
Atlanta No. Lake Mall
Salt Lake City
San Antonio

Rolling Oaks Mall
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EXHIBIT “D”

SUBSIDIARIES

Attached
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#49
#50
#154
#158
#159
#160
#162
#166
#168
#1612
#1811
#5008
#5020
#5037
#5055
#5056
#6067
#6151
#6153
#6154
#6155
#6357
#6404

#6463

List of CutCo Subsidiaries

Subsidi

Cut & Curl of Nortbline, Inc.

Haircrafters of Jack Rabbit Plaza, Inc.

Haircrafters of Heritage Square, Inc.

Haircrafters of Old Mill Place, Inc.

Haircrafters #159 of Central Park, Inc.

Haircrafters of McCreless Mall, Inc.

Haircratters of Wonderland Mall, Inc.

Haircrafters #166 of South Park, Inc.

Haircraiters of River Center, Inc.

Haircrafters of Brooksville, Inc.

Haircrafters of Bushnell Inc.

Great Expectations Precision Haircutters of Twin Towers, Inc.
Great Expectations Precision Haircutters of Evans Towne Center, Inc.
Great Expectations Precision Haircutters of Westiand Mall, Inc.
Great Expectations Precision Haircutters of Ingram Park, Inc.
Great Expectations Precision Haircutters of Windsor Park, Inc.
Great Expectations Precision Haircutters of Griffith Park, Inc,
Great Expectations Precision Haircutters of Mall del Norte, Inc.
Great Expectations Precision Haircutters of Brownsville, Inc.
Great Expectations Precision Haircutters of North Star Mall, Inc.
Great Expectations Precision Haircutters of Valle Vista Mall, Inc.
Great Expectations Precision Haircutters of Northlake Mall, Inc.
Haircrafters #350 of Brighton Plaza, Inc.

Great Expectations Precision Haircutters of Mercado Square, Inc.
Great Expectations Precision Haircutters of Rolling Oaks Mall, Inc.
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EXHIBIT “E”

FINANCIAL STATEMENTS

Attached
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EXHIBIT “E”

DEFAULTS

None
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EXHIBIT “G”

OTHER LEASES AND LICENSES

None
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EXHIBIT “H”

LITIGATION
Licensee Status
Anthony Mertzig Went to arbitration on 2/15/00. Mertzig defaulted

& CutCo has seguesiedia $125,000 award

received 07/

Phillip Marino Moving ahead with arbitration and scheduling date
Charles Bell Moving ahead with arbitration and scheduling date
H

eab\regis\cutco salons

TRADEMARK
RECORDED: 10/13/2004 | REEL: 003064 FRAME: 0590



