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GREAT CLIPS®
FRANCHISE AGREEMENT

This Franchise Agreement (this “Agreement’) dated , 20 ,
is made by and between Great Clips, Inc., a Minnesota corporation ("Great Clips"), and
("Franchisee");

WHEREAS, Great Clips has expended considerable time, effort, skill and financial
resources in developing an image, brand and business system for the development and operation
of distinctive retail salons offering haircare and personal grooming services (the “System’),
identified by the GREAT CLIPS® service mark and other trademarks and service marks licensed
hereunder (the "Marks"), and

WHEREAS, Franchisee desires to obtain the right to use the Marks and System in the
operation of a GREAT CLIPS® salon under the terms and conditions of this Agreement.

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

1. GRANT OF LICENSE.

1.1 Grant. Great Clips grants to Franchisee, subject to the terms and conditions of
this Agreement, the right and license to: (a) establish and operate one retail haircare salon (the
“Salon™) at a location that has been authorized by Great Clips; (b) use the Marks under the terms
of this Agreement to identify and promote the Salon and the business conducted and the goods
and services offered; and (c) use Great Clips’ proprictary business methods, know-how,
standards and requirements for the System as set forth periodically in the GREAT CLIPS®
Franchisee Orientation and Training Manual, Operations Manual, other manuals, training
programs, the GREAT CLIPS® Web Site, or other communications to Franchisee.

1.2 Authorized Location. Franchisee shall locate the Salon at a location consented
to by Great Clips (the “Authorized Location™) within the following Designated Market Area (the
“DMA™): , . Upon the opening of the Salon, the
Authorized Location will be identified on the Confirmation of Opening form attached to this
Agreement.

1.3  Protected Area. While this Agreement is in effect, Great Clips will not establish
or license another person or entity to establish a GREAT CLIPS® salon within a radius of three-
quarters of a mile from the primary customer entrance of the Salon (the “Protected Area”™). If the
Authorized Location is in a downtown or comparable business district, the Protected Area will be
a radius of one-tenth of a mile from the primary customer entrance of the Salon. If the
Authorized Location is designated by Great Clips to be a non-traditional site, the Protected Area
will be determined by Great Clips at the time of such designation. The Protected Area for a non-
traditional site will be further described in an exhibit to this Agreement.

2. ACCEPTANCE BY FRANCHISEE.

2.1  Acceptance. Franchisee accepis this Agreement and the license granted to
Franchisee, and undertakes the obligation to develop and operate the Salon in accordance with
the System using the Marks in strict compliance with the terms and conditions specified in this
Agreement. Franchisee may not franchise, subfranchise, license or sublicense the rights granted
to Franchisee in this Agreement.



2.2  Non-exclusive License. The license granted to Franchisee is non-exclusive.
Great Clips and its affiliates have the absolute right to establish company-owned or franchised
GREAT CLIPS® salons at any locations they choose outside of the Protected Area of the Salon.
Great Clips and its affiliates may operate or franchise a business under a different trademark or
name that sells goods and services similar to those offered by Franchisee and may engage in any
other operation, haircare or otherwise, at any location, including the Protected Area and to any
customer. Great Clips and its affiliates may market GREAT CLIPS® products, including
products with the GREAT CLIPS® trademarks, service marks, trade names and other symbols,
through alternative channels of distribution, at any location or over the Internet, including the
Protected Area, without obligation to Franchisee,

3. TERM.

3.1  Initial Term. This Agreement is in effect from the date it is signed by Great
Clips and extends until the tenth anniversary of the date that the Salon opens for business. Upon
the opening of the Salon, the expiration date will be confirmed in writing by Great Clips on the
Confirmation of Opening form attached to this Agreement.

3.2 Renewal Franchisee may renew the rights licensed in this Agreement on the
conditions specified in Paragraph 3.3 for consecutive additional renewal terms of five years each
from the date of expiration of the term. Unless renewed pursuant to Paragraph 3.3, this
Agreement and all rights licensed to Franchisee shall expire and revert to Great Clips upon the
expiration of this Agreement.

3.3 Conditions to Renewal. Upon the expiration of this Agreement, Franchisee must
satisfy each of the following conditions to renew the license granted to Franchisee:

(a) Franchisee shall give Great Clips written notice of renewal not less than 90 days,
nor more than 180 days, before the expiration of the term;

(b) Franchisee shall be in compliance with this Agreement and all other GREAT
CLIPS® Franchise Agreements, and shall be in compliance with Great Clips’
policies for all GREAT CLIPS® salons on the date of the notice of renewal and at
the expiration of the term;

(c) Franchisee shall perform, at Franchisee's expense, such renovation and
replacement of building, grounds, leasehold improvements, equipment, fixtures
and signage as Great Clips reasonably requires so-that the Salon conforms with
then-current System standards;

(d) Franchisee shall pay the renewal fee of $1,750 (subject to increase or decrease in
proportion to annual changes in the Consumer Price Index - All Urban
Consumers, or its successor index, published by the U.S. Department of Labor);

(e) at Great Clips’ discretion, Franchisee shall re-attend and successfully complete
the (raining program at Franchisee's expense; and

03] Franchisee and each of Franchisee’s shareholders or equity owners with a 10% or
greater interest in this Agreement shall sign a General Release and the then-
current GREAT CLIPS® Franchise Agreement. Franchisee will be required to pay
the Continuing Franchise Fee and the Continuing Advertising Fund Contribution,
but not the Initial Franchise Fee, required by the then-current Franchise
Agreement. The then-current Franchise Agreement required to be executed by
Franchisee at the time of renewal may contain terms materially different from
those contained in this Agreement.




4. TRADEMARK STANDARDS.

4.1 Name and Ownership. Franchisee shall not use any of the Marks in or as a
corporate or business name, nor shall Franchisee use the Marks in or as a name for an
independent franchisee association, organization or cooperative. Franchisee's use of the Marks
inures to the benefit of Great Clips. Great Clips owns all right, title, interest and goodwill in and
to the Marks and Franchisee has and acquires only the qualified license granted in this
Agreement. Franchisee agrees not to contest ownership or registration of the Marks.

4.2  Usage. Franchisee shall display and use the Marks only in the manner and form
prescribed or authorized by Great Clips through the GREAT CLIPS® Marketing Guidebook,
Brand Manual and other ongoing communications. Standards for such usage are subject to
change. Franchisee shall use the Marks only with advertising goods and services prescribed or
authorized by Great Clips. Great Clips may also permit Franchisee to use from time to time
other trademarks, service marks, trade names and commercial symbols as may be designated in
writing. Great Clips reserves the right if necessary in Great Clips’ judgment to change the
principal Marks on a national or regional basis. Upon notice to Franchisee, Franchisee at its
expense shall promptly adopt a new principal Mark(s) designated by Great Clips to identify the
Salon and business conducted hereunder, including new salon signage and trade dress.

43  Use of Marks on the Internet. Franchisee’s use of the Marks on the Internet and
in domain names for the Internet is subject to the provisions of this Agreement and the Great
Clips Information Protection Policy. Great Clips reserves the right to establish and modify rules
which will govern Franchisee’s use of the Marks on the Internet and in domain names and
Franchisee agrees to abide by such rules. Franchisee’s right to use the Marks on the Internet will
terminate immediately upon the expiration or termination of this Agreement.

44  Litigation. Great Clips will have sole and absolute discretion to determine what
steps, if any, will be taken in any instance of unauthorized use or infringement of any of its
Marks and will have complete control of any litigation or settlement in connection with any
claim of an infringement or unfair competition or unauthorized use with respect to the Marks.
Franchisee must immediately notify Great Clips if it becomes aware that any person who is not a
licensee of Great Clips is using or infringing any of the Marks. Franchisee at Franchisee's own
. expense will assist and cooperate with any suit or other action undertaken by Great Clips with
respect to such unauthorized use or infringement such as by giving testimony or furnishing
documents or other evidence. The attorneys’ fees for any such action will be paid by Great
Clips.

5. FEES.

5.1  Inmitial Franchise Fee. Franchisee shall pay an initial franchise fee (the “Initial
Franchise Fee”) of $20,000. $10,000 of the Initial Franchise Fee (the “Partial Initial Franchise
Fee”) is due and payable upon the signing of this Agreement. The balance of $10,000 is due and
payable at the time Franchisee places the equipment order with Great Clips for the Salon. Great
Clips shall not accept Franchisee’s equipment order for the Salon without the receipt of the
balance of the Initial Franchise Fee.

5.2  Right to Cancel Agreement. Great Clips will have the right, but not the
obligation, to cancel! this Agreement if:

(a) Franchisee fails to obtain necessary financing for the development of the Salon
within 6 months of the date of this Agreement;

) Franchisee does not execute a lease for the Salon within twelve months of the date
of this Agreement;



(©) Franchisee fails to open the Salon within six months after the landlord has
delivered the site;

(d)  Franchisee fails to complete the training program to Great Clips’ satisfaction;

(e) Great Clips determines that Franchisee is using this Agreement for speculative
purposes; or

§3) Franchisee is an existing GREAT CLIPS® franchisee and becomes restricted from
expansion under Great Clips’ Development Policy for any reason between the
time Great Clips accepts this Agreement and before a lease is fully executed for
the Authorized Location.

5.3  Refundability. The Partial Initial Franchise Fee is non-refundable if: (a) this is
the first Franchise Agreement that Franchisee has entered into with Great Clips (unless
Franchisee purchases an existing GREAT CLIPS® salon); or (b) Franchisee has participated in an
incentive program which requires non-refundable fees or deposits to be paid to Great Clips. If
this Franchise Agreement is cancelled, and this Agreement is not the first Franchise Agreement
that Franchisee has entered into with Great Clips and it is not part of an incentive program, Great
Clips will refund the Partial Initial Franchise Fee. To receive a refund of the Partial Initial
Franchise Fee, Franchisee and each of Franchisee’s shareholders or equity owners with a 10% or
greater interest in this Agreement must sign a General Release in favor of Great Clips and Great
Clips shall have no further obligation to Franchisee. All refunds are without interest.

54  Continuing Franchise Fee. Franchisee shall pay Great Clips biweekly as a
continuing franchise fee (the “Continuing Franchise Fee”) an amount equal to 6% of
Franchisee’s Gross Sales.

5.5  Continuing Advertising Contribution. Franchisee shall make a biweekly
continuing advertising contribution (the “Continuing Advertising Contribution”) to the GREAT
CLIPS® North American Advertising Fund (the “North American Ad Fund”), in an amount equal
to 5% of Franchisee's Gross Sales. Franchisee is required to pay all Continning Advertising
Contributions with a separate check, draft, money order or pre-authorized bank debit.

5.6  Gross Sales. “Gross Sales” means the total dollar volume income from all cash,
credit or charge sales of all merchandise, products and services sold or rendered in connection
with Franchisee’s GREAT CLIPS® business. Gross Sales will not include any sales or use tax
imposed by any taxing authority directly upon sales if the amount of the tax is added to the
selling price and expressly charged to the customer. If a taxing authority imposes any tax on
Great Clips such as a sales tax or other tax on the Continuing Franchise Fee or on any other fees
paid to Great Clips, Great Clips reserves the right to collect any such tax directly from
Franchisee. Gross Sales from GREAT CLIPS® Gift Cards are included upon the redemption of a
value on a Gift Card and are included upon recognition of any dormancy amounts of Gift Card
liabilities.

5.7  Initial Market Development Advertising Fund Contribution. Franchisee shall
pay an initial advertising contribution (the “Initial Advertising Contribution™) of $5,000 to the
Market Development Advertising Fund (the “Market Development Ad Fund”). The Initial
Advertising Contribution will be paid at the time Franchisee places the equipment order with
Great Clips for the Salon. No equipment order will be accepted by Great Clips from Franchisee
without receipt of the Initial Advertising Contribution to the Market Development Ad Fund. The
Initial Advertising Contribution is refundable until such time as the Salon is operational.

5.8 Payment. All Continuing Franchise Fees and Continuing Advertising
Contributions shall be calculated and paid biweekly and are due and payable and must be
received by Great Clips by the Friday following the end of each biweekly period. For purposes
of this Agreement, a "week" is a seven-day period, and a "biweekly" period is a 14-day period,



ending on Friday, or such other day, as designated periodically by Great Clips. Great Clips shall
apply Franchisee’s payments to Franchisee’s outstanding accounts in any manner Great Clips
reasonably deems appropriate, regardless of any instructions provided by Franchisee. Franchisee
will timely pay all Continuing Franchise Fees and Continuing Advertising Contributions and will
not have the right to offset these amounts regardless of any claims or allegations of liability for
damages or other payments that Franchisee may allege against Great Clips.

59  Pre-Authorized Bank Debits. Upon the request of Great Clips, Franchisee will
execute such documents as Great Clips may request to provide Franchisee’s authority to Great
Clips’ bank directing Franchisee’s bank to pay and deposit directly to Great Clips’ account, and
to charge the account of the Franchisee, the amount of Continuing Franchise Fees and
Continuing Advertising Contributions payable by the Franchisee pursuant to this Agreement
before the close of business on Friday following the end of each biweekly period. Franchisee
will, at all times during the term of this Agreement, maintain a balance in its bank account
sufficient to allow the appropriate amount to be debited from Franchisee’s account for payment
of the Continuing Franchise Fees and Continuing Advertising Contributions payable by the
Franchisee for deposit into Great Clips’ account.

,3.10  Late Payment. Any amounts that are not paid to Great Clips when due shall bear
interest from the date due until paid at the lesser of 18% per annum or the maximum legal rate of
interest allowed by the state or province in which the Salon is located. Franchisee shall pay
Great Clips for any and all costs incurred by Great Clips in the collection of any unpaid amount
from Franchisee including attorneys' fees, costs and other expenses incurred in collecting
amounts owed by Franchisee,

6. GREAT CLIPS SERVICES.

6.1  Franchisce Orientation and Training. Franchisee must attend and successfully
complete all training required for franchisees as set forth in the then-current Operations Manual.
At no extra charge beyond the Initial Franchise Fee, Great Clips will provide a training program
for Franchisee, Franchisee's shareholders or equity owners who are active in the GREAT
CLIPS® business, and three of Franchisee's initial management staff who commence training
within three months of the opening of the Salon, to educate, familiarize and acquaint the
attendees in the major aspects of establishing and operating a GREAT CLIPS® Salon. The
training program is mandatory and must be successfully completed within the timeframe
established by Great Clips. The training is conducted at training facilities designated by Great
Clips and will be scheduled by Great Clips in its sole discretion. Great Clips reserves the right to
deliver training via video, the Internet or other on-line communications, or through other means.
If Franchisee fails to complete the training program to Great Clips’ satisfaction, Great Clips may
cancel this Agreement in accordance with Paragraph 5.2. Training requirements may be
communicated and updated through periodic memos, publications, manuals, or over the GREAT
CLIPS® Web Site or other on-line communications. In the event a Franchisee or manager fails to
successfully complete the training program, he or she will not be permitted to manage or operate
the Salon. Great Clips reserves the right to require Franchisee or any of Franchisee’s equity
owners to re-attend any training sessions.

6.2  Additional Assistance for Franchisees. Great Clips will conduct meetings and
conventions for franchisees at such times and at such locations as Great Clips deems appropriate.
Franchisee must use its best efforts to attend all such meetings conducted by Great Clips for
franchisees during the term of this Agreement. All expenses incurred by Franchisee or any
employees in traveling to and attending such meetings will be paid for by Franchisee.




