Great Clips

7700 France Avenue South, Suite 425

Minneapolis, Minnesota 55435
(952) 893-9088
greatclipsfranchise.com

A franchised GRE_AT‘CLIPS® Salon offers a required line of hair care services and products from a designated
location, customarily in a shopping center, identified by trademarks licensed by the Franchisor ("Great Clips")
~ and using distinctive trade dress and business methods prescribed by Great Clips.

The Initial Franchise Fee for a single unit franchise is $25,000. This is made up of an Initial Franchise Fee of
$20,000, plus an initial contribution to the Great Clips, Inc. Market Development Advertising Fund of $5,000.
The non-refundable fee for a Fast Start Program Agreement is $35,000. The non-refundable fee for a Master
Development Agreement is $4,000 times the number of salons to be opened under the development schedule.
The estimated initial investment required for a single franchise, including the Initial Franchise Fee, is $98,900 to
$184,700. This sum does not represent your total investment in connection with the franchise. See Items 5
through 7 for further information on other fees and your total investment.

Information comparing franchisors is available. Call the state administrators listed on Exhibit M or your public
library for sources of information.

Registration of this franchise by a state does not mean that the state recommends it or has verified the
information in this Offering Circular. If you learn that anything in the offering circular is untrue, contact the
Federal Trade Commission and the state authority listed on Exhibit M to this Offering Circular.

RISK FACTORS:

1. EXCEPT IN MARYLAND, AND SUBJECT TO STATE STATUTE, THE FRANCHISE
AGREEMENT REQUIRES THAT ALL ARBITRATION AND LEGAL PROCEEDINGS
 CONCERNING THE FRANCHISE AGREEMENT OR THE RELATIONSHIP BETWEEN YOU
AND GREAT CLIPS BE HELD IN THE STATE OF MINNESOTA. OUT OF STATE
ARBITRATION OR LEGAL PROCEEDINGS MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST YOU MORE TO
ARBITRATE OR SUE IN MINNESOTA THAN IN YOUR HOME STATE.

5 LOCAL LAW MAY SUPERSEDE CERTAIN PROVISIONS OF THE FRANCHISE
AGREEMENT. CERTAIN STATES MAY ALSO REQUIRE FRANCHISORS TO MAKE
ADDITIONAL DISCLOSURES RELATED TO THE INFORMATION CONTAINED IN THIS
OFFERING CIRCULAR. IF APPLICABLE, THESE ADDITIONAL DISCLOSURES APPEAR
IN AN ADDENDUM TO THIS OFFERING CIRCULAR. PLEASE REFER TO THE STATE
SPECIFIC ADDENDA FOR FURTHER INFORMAITON.

3. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

The Effective Date of this Offering Circular is April 1, 2006, unless otherwise listed below:

California: New York: January 22, 1997, as amended
Illinois: North Dakota: :

Indiana: South Dakota:

Maryland Washington:

Michigan: Wisconsin:

Minnesota:

Rhode Island:




UNIFORM FRANCHISE OFFERING CIRCULAR

GREAT CLIPS, INC.
7700 France Avenue South, Suite 425
Minneapolis, Minnesota 55435
(952) 893-9088

DATE OF ISSUANCE:

Printed on the preceding page of this Offering Circular

INFORMATION FOR PROSPECTIVE FRANCHISEES REQUIRED BY
FEDERAL TRADE COMMISSION

To protect you, we've required your franchisor to give you this information. We haven't checked it, and
don't know if it's correct. It should help you make up your mind. Study it carefully. While it includes some
information about your contract, don't rely on it alone to understand your contract. Read all of your contract
carefully. Buying a franchise is a complicated investment. Take your time to decide. If possible, show your
contract and this information to an advisor, like a lawyer or an accountant. If you find anything you think may
be wrong or anything important that's been left out, you should let us know about it. It may be against the law.

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

FEDERAL TRADE COMMISSION,
Washington, D.C.
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Item 1

THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES
Franchisor

To simplify the language in this offering circular, "Great Clips" means Great Clips, Inc., the
Franchisor. "You" means the person or entity that executes the Franchise Agreement with Great
Clips and each individual who has any ownership interest in that entity. Great Clips is a
Minnesota corporation that was incorporated on July 12, 1982. Great Cgps does business under
its corporate name and the trade name and service mark GREAT CLIPS™, Great Clips' principal
business office is 7700 France Avenue South, Suite 425, Minneapolis, MN 55435. Great Clips
has no predecessors or affiliates.

Great Clips' agents for service of process are disclosed in Exhibit M.

Franchised Business

Great Clips licenses the operation of GREAT CLIPS® salons, which are specialized and
distinctive retailers of haircare and personal grooming services. The franchise described in this
offering circular is a license to develop and operate a single GREAT CLIPS® business (the
"Salon") at a designated location (the "Authorized Location”). The Franchise Agreement
authorizes you to use the GREAT CLIPS® trade name and service mark in connection with the
operation of the Salon and permits you to use the distinctive identity, trade dress, methods and
system (the "System"), developed by Great Clips for conducting the GREAT CLIPS® business.
GREAT CLIPS® salons offer consistent, high quality, affordable, limited haircare services and a
limited selection of products designated by Great Clips to men, women and children in a
distinctive retail environment. You must pay certain fees and make certain investments,
described in Items 5 through 7 of this offering circular. Other material aspects of the franchise
are described in this offering circular and in the Franchise Agreement included as Exhibit C,
which will govern the relationship between you and Great Clips. See Item 22. Certain parts of
the Franchise Agreement are highlighted in Item 17.

Great Clips may choose, in its sole and absolute discretion, to offer a development agreement
(the “Master Development Agreement”} to qualified individuals.  Under the Master
Development Agreement, you commit to open a minimum number of GREAT CLIPS® salons in
a specified area defined by the television Designated Market Area (the “Exclusive DMA™)
within a given period of time. The number of salons to be opened under the Master
Development Agreement is determined by Great Clips using a formula based upon one unit for
each 10 units in the Initial Market Unit Potentiat (“IMUP”") rounded to the nearest whole number
for the entire Exclusive DMA. The Master Development Agreement is included as Exhibit E.

Great Clips opened its first GREAT CLIPS® salon in 1982 and began franchising in 1983. As of
December 31, 2005, the GREAT CLIPS® franchise System had approximately 2,466 salons
operated primarily by franchisees. See Item 20. Great Clips has not offered in the past and does
not currently offer franchises in any other lines of business, but may do so in the future. As of
December 31, 2005, Great Clips operated no company-owned GREAT CLIPS® salons. Great
Clips and its affiliates reserve the right to distribute products, including products with the
trademarks, service marks, trade names and symbols licensed in the Franchise Agreement,
through other methods of distribution, and to undertake other business activities, including



haircare and related businesses, without obligation to its franchisees. The franchise is only for
the business and format described in the Franchise Agreement.

Great Clips has entered into Regional Franchise Agreements (the “Regional Agreement”) as
described below, which grant to a regional franchisor (the “Regional Franchisor”) the exclusive
right to award and service GREAT CLIPS® franchises in specified markets (the “Regional
Territory”). Under the Regional Agreement, Great Clips retains principal authority concerning
system-wide matters such as operating standards and administration of the North American
Advertising Fund and the Great Clips, Inc. Market Development Advertising Fund. Great Clips
delegates to the Regional Franchisor the principal authority to implement System standards and
operating methods in designated markets by working directly with franchisees. Great Clips may
enter into additional Regional Agreements in the future.

From May 1, 1992, to September 20, 1999, Great Clips Regional Companies, a Minnesota
corporation, (“GCRC™) offered, sold, and serviced GREAT CLIPS® franchises in the states of
Washington, Oregon, Idaho, Montana, northern California, parts of Nevada, and the Canadian
provinces of Alberta and British Columbia, under various Regional Agreements. Effective
September 20, 1999, Great Clips purchased substantially all of the assets of GCRC, including
GCRC’s right to offer and sell GREAT CLIPS® franchises in the Regional Territory, and
assumed GCRC’s position and responsibilities as franchisor under all GREAT CLIPS® Franchise
Agreements issued by GCRC. Great Clips also acquired all Initial Franchise Fees held in
GCRC’s escrow account at First Trust California. From June 26, 1995, to September 12, 1997,
GCRC, under a Regional Agreement with Great Clips, also had the rights to offer, sell and
service GREAT CLIPS® franchises in the states of Maryland, Virginia, Delaware, Southern New
Jersey, Southeastern Pennsylvania and the District of Columbia (the “Mid-Atlantic Region”).
Effective September 12, 1997, Great Clips Mid Atlantic, Inc., a Delaware corporation,
(“GCMA”) purchased certain assets of GCRC relating to the Mid-Atlantic Region. GCMA
assumed responsibility for continuing services to the existing franchisees in the Mid-Atlantic
Region and for future development of the GREAT CLIPS® System in the Mid-Atlantic Region.
Effective May 30, 2000, Great Clips and GCMA entered into an amendment of the Regional
Agreement whereby GCMA assigned to Great Clips all its rights under the Regional Agreement
to franchise and operate GREAT CLIPS® franchises in the Designated Market Area (“DMA”) of
Philadelphia, Pennsylvania, which included purchasing certain assets relating to the Philadelphia
DMA. Great Clips assumed GCMA’s position and responsibilities as franchisor under all
GREAT CLIPS® Franchise Agreements issued by GCMA in the Philadelphia DMA and for
continuing to develop the GREAT CLIPS® System in the Philadelphia DMA. On July 16, 2004,
Atlantic Clips, Inc. acquired the issued and outstanding capital stock of GCMA and related
GCMA obligations. Atlantic Clips, Inc. is a Minnesota corporation located at 7700 France
Avenue South, Suite 425, Minneapolis, MN 55435, Great Clips has no direct ownership in
Atlantic Clips, Inc.

Competitors

The market in which you will operate is highly competitive. You should expect to compete with
other national, regional and local businesses offering competitive goods and services, including
members of established national or regional chains and franchise systems, some of which are
older, larger and better financed than Great Clips. GREAT CLIPS® salons ordinarily are located
in shopping centers, but may also be established in central business districts or as free standing
units.




Governmental Regulations

The Salon's stylists must be licensed by the state's Cosmetology Board or equivalent licensing
entity. There will be industry-specific regulations in your municipality, county, state or province
relating to the operation of a haircare salon. Health and sanitation regulations will require that
your stylists maintain their haircutting equipment according to specified standards, including
following proper sanitizing procedures and disposal of hair. Environmental laws may regulate
the way in which certain solutions are used, stored and disposed of in the process of providing
services to your customers. Building codes may require special ventilation in your Salon. You
must also comply with employment, workers’ compensation, insurance, corporate, taxing and
other laws and regulations. You are responsible for knowing and complying with all laws and
licensing requirements related to the operation of your Salon.

Item 2
BUSINESS EXPERIENCE

Chief Executive Officer and Chairman: Raymond L. Barton

Mr. Barton joined Great Clips in March 1983, and has held various executive positions since that
time, serving as President from November 1987 until October 1998.

President: Rhoda C. Olsen

Ms. Olsen has been employed by Great Clips since December 1984, and has held various
executive positions since that time, including Vice President and Executive Vice President. She
was promoted to her current position in October 1998.

Executive Vice President of Development and Real Estate: Dean A. Wieber

Mr. Wieber joined Great Clips in June 1991 as Director of Real Estate and was promoted to Vice
President of Real Estate in August 1994. He was promoted to Senior Vice President of Real
Estate in September 1998, and was promoted to his current position in May 2004.

Executive Vice President and Chief Operations Officer; Charles D. Simpson

Mr. Simpson joined Great Clips in January 1999 as the Vice President of Franchise
Development. He was promoted to Senior Vice President of Franchise Development in July
2001, and was promoted to his current position in May 2004,

Vice President of Marketing: Terri A. Miller

Ms. Miller joined Great Clips as Vice President of Marketing in June 2000.

Vice President of Franchise Services and Human Resources: Nancy A. Uden

From May 1996 to October 2002, Ms. Uden held positions as President and Principal
Consultant/Shareholder for Jackson Fuehrer & Associates in Eden Prairie, Minnesota. From
November 2002 to December 2005, Ms. Uden was the Senior Vice President of Human
Resources for Katun Corporation in Bloomington, Minnesota. Ms. Uden joined Great Clips in
January 2006.



Vice President of Operations: Jerry W. Spicer

From 1978 to 2001, Mr. Spicer was with Hazelden in Center City, Minnesota. Mr. Spicer held a

variety of positions with Hazelden, including Research Manager, Director of Operations, Vice

President of Professional Services, Chief Operating Officer, and President/Chief Executive

?t;ﬁczeor.o In 2001, Mr. Spicer started JW Spicer Consulting, Inc. Mr. Spicer joined Great Clips in
uly 2002.

Regional Vice President of Business Services: Yvonne S. Mercer

Ms. Mercer joined Great Clips in November 1994 as a Training and Service Representative. She
was promoted to Regional Field Consultant in September 1998, to Regional Manager in January
1999, and to Regional Director in January 2001. Ms Mercer was promoted to her current
position in November 2005.

Regional Vice President of Business Services: Michelle E. Sack

Ms. Sack joined Great Clips in July 1993 as a Training and Service Representative. She was
promoted to Regional Field Consultant in June 2001, and to Regional Director in April 2003.
Ms. Sack was promoted to her current position in November 2005.

Director of Education Services: Brent A. Brickman

Mr. Brickman joined Deltennium Clips, Inc. in December 1997 as General Manager overseeing
recruiting and training for GREAT CLIPS® salons in the Portland, Oregon area. Mr. Brickman
was promoted to Regional Manager in August 2000, and was promoted to Regional Director in
Noverber 2002. In July 2004 Mr. Brickman transferred to Great Clips as Regional Director.
Mr. Brickman was promoted to his current position in November 2003.

Chief Financial Officer and Treasurer: Steven C. Overholser

Mr. Overholser joined Great Clips in September 1995 as Director of Finance and Accounting.
He was promoted to his current position in December 1997.

Corporate Secretary and Director of Franchise Compliance and Administration: Sandra A.
Trenda

Ms. Trenda joined Great Clips as Corporate Secretary and Director of Franchise Compliance and
Administration in July 2000.

Director: Shelby Yastrow

Mr. Yastrow retired as Executive Vice President, General Counsel and Secretary of McDonald's
Corporation located in Oak Brook, Illinois in 1998. Mr. Yastrow joined the Great Clips Board of
Directors in May 1996.

Director: Michael J. Foster

Mr. Foster is currently a general partner of RFE Associates V. L. P., the general partner of RFE
Investment Partners V. L.P., (“RFE"), based in New Canaan, Connecticut. Mr. Foster joined the
Great Clips Board of Directors in October 1997.



Regional Director, Southeast Region: Kevin C. Lloyd

Mr. Lloyd joined Great Clips as Regional Director, Southeast Region in March 2001,

Regional Director, South Central Region: James W. Lindner

Mr. Lindner joined Great Clips in September 1997 as a Regional Manager, was promoted to
Director of Regional Operations in December 2001, and was promoted to his current position in
July 2002.

Regional Director, Southwest Region: Norman K. Willardson

From 1999 to 2002, Mr. Willardson was the Director of Franchise Development for AFC, Inc. in
Irvine, California, a franchisor of postal, packaging and business service franchises. He joined
Great Clips in August 2002.

Regional Director, Northeast Region: Robert J. Riggle

From January 2001 to September 2002, Mr. Riggle was employed as the District Manager for
D.O.C. Optics in Southfield, Michigan. He joined Great Clips in October 2002, and was
promoted to his current position in November 2003.

Director of Facilities and Office Management: Thomas D. Schuenke

Mr. Schuenke joined Great Clips in June 2000 as Director of Facilities and Purchasing. e was
promoted to his current position in August 2005.

Director of Franchise Development: Steven A. Gemlo

From May 1999 to January 2005, Mr. Gemlo was a Franchise Development Manager for Great
Clips. From January 2005 to May 2005, Mr. Gemlo was a Franchise Development Manager for
Cruise Holiday Carlson Companies. Mr. Gemlo re-joined Great Clips in May 2005 as a
Franchise Development Manager and was promoted to his current position in January 2006.

Franchise Development Manager: Donald R. Novack

Mr. Novack joined Great Clips as a Franchise Development Manager in May 1999.

Franchise Development Manager: Scott M. Neilson

Mr. Neilson joined Great Clips as a Franchise Development Manager in March 2000.

Franchise Development Manager: Clarence (Butch) M. Gladden

Mr. Gladden joined Great Clips as a Franchise Development Manager in April 2000.

Business Development Manager: John (Jay) F. Mitchell

From March 2000 to March 2002, Mr. Mitchell was a Marketing Director for LLC Financial 1n
Atlanta, Georgia. Mr. Mitchell was employed as the Franchise Licensing Representative for
Super Coups in Avon, Massachusetts from April 2002 to May 2004. He was the Franchise
Development Director for Allover Media in Minneapolis, Minnesota from May 2004 to March
2006. Mr. Mitchell joined Great Clips in April 2006.




Director of Brand Communications: Ann M. Latendresse

Since October 1984, Ms. Latendresse has held a variety of positions with Great Clips in the
Marketing Department, including Advertising Coordinator, Advertising Manager, Marketing
Manager and Creative Services and Product Development Manager. She was promoted to
Director of Creative Services and Product Development in December 1999. She assumed her
current title in August 2004.

Senior Marketing Manager: Larry D. Timmerman

Mr. Timmerman joined Great Clips in January 1994 as a Marketing Manager, and was promoted
to his current position in February 2000.

Senior Marketing Manager: David S. Randall

Mr. Randall joined Great Clips as a Marketing Manager in February 1996. He was promoted to
his current position in August 2004,

Senior Marketing Manager: Kay Lynn Hartmann

Ms. Hartmann joined Great Clips as a Marketing Manager in September 1998. She was
promoted to her current position in October 2005.

Marketing Manager: Heather Briggs

From March 1999 to May 2002, Ms. Briggs was employed at Campbell Mithun in Minneapolis,
Minnesota as a Media Planner and then as an Account Executive. Ms. Briggs joined Great Clips
in July 2002 as an Associate Marketing Manager. She was promoted to her current position in
April 2004,

Senior Meeting Services and Communications Manager: Patricia A. Burley

Ms. Burley joined Great Clips in December 1987 as Franchise Operations Coordinator. She was
promoted to Communications Manager in August 1991, and to her current position in December
2002.

Director of Industry Relations: Kimberly K. Schqttler

Ms. Schottler joined Great Clips in August 1996 as the Industry Relations Manager, and was
promoted to her current position in February 2004.

Human Resources Manager: Melissa K. Lutz

Ms. Lutz joined Great Clips in April 1999 as Human Resources Assistant. She was promoted to
Human Resources Specialist in February 2000 and to Human Resources Administrator in May
2000. Ms. Lutz was promoted to her current position in April 2003.

Information Technologies Manager: Jennifer L. Huwe

Ms. Huwe joiried Great Clips in September 1999 as a Staff Accountant and was promoted to
Financial Systems Analyst in December 1999. Ms. Huwe was promoted to her current position
in March 2001. ‘



Training Manager: Lora A. Peterson

Ms. Peterson joined Great Clips in June 2000 as a Training Consultant. She was promoted to her
current position in July 2001.

Accounting Manager: Melody Iszler

Ms. Iszler joined Great Clips in 1994 as a Staff Accountant. Ms. Iszler was promoted to
Accounting Supervisor in August 1996, and to her current position in February 1998.

Director of Planning and Analysis: Rachelle Markey Johnson

Ms. Johnson joined Great Clips in June 1999 as a Senior Financial Analyst, and was promoted to
Planning and Analysis Manager in July 2002. She was promoted to her current position in
September 2005.

Director of Real Estate; Marlene D. Oberste

Ms. Oberste joined Great Clips in February 1994 as a Real Estate Manager. She was promoted
to Senior Real Estate Manager in December 2002, and was promoted to her current position in
May 2004. .

Senior Real Estate Manager: James L. Reynolds

Mr. Reynolds joined Great Clips in February 2000 as a Real Estatc Manager. He was promoted
to his current position in May 2004,

Real Estate Manager: Douglas N. Pemberton

Mr. Pemberton joined Great Clips as a Real Estate Manager in November 1995.

Real Estate Manager: Michael D. Chitwood

Mr. Chitwood joined Great Clips as a Real Estate Manager in February 1998.

Real Estate Manager: Lon Weiss

From February 1999 to September 2003, Mr. Weiss was a Real Estate Manager for Leslie’s
Poolmart, Inc. in Phoenix, Arizona. Mr. Weiss joined Great Clips in December 2003.

Real Estate Manager: Margaret Jordan Schwartzbauer

From December 1997 to October 2002, Ms. Jordan was a Real Estate Manager with Best Buy
Companies, Inc. in Eden Prairie, Minnesota. Ms. Jordan joined Great Clips in April 2003.

Real Estate Manager; Margaret A. Anderson

From March 1999 to February 2004, Ms. Anderson was a Site Acquisition Manager with
McDonald’s Corporation in Indianapolis, Indiana. Ms. Anderson joined Great Clips in February
2004,



