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UNITED STATES DISTRICT COURT

DISTRICT OF NEVADA

L’OREAL USA S5/D, INC., a Delaware
corporation, as successor-in-interest (o
Matrix Essentials, Inc.,

2:09-¢v-01484-ECR-LR].

Plaintiff,
V. COMPLAINT

HAIR CASINO VENTURE, L.L.C., a
Nevada limited liability company,
NEVADA HAIR VENTURES, L.L.C,, a
Nevada limited liability company, and
DOES 1-50.

Defendants. Jury trial demanded.

Plaintiff L’Oreal USA S/D, Inc., as successor-in-interest to Matrix Essentials, Inc.
(“L’Oreal™), by its undersigned counsel, complains of Defendants Hair Casino Venture,
L.L.C. (*Hair Casino™), and Nevada Hair Ventures, L..L..C. (*Nevada Hair Ventures”), as
follows:

JURISDICTION AND VENUE

1. Jurisdiction is proper under 28 U.S.C § 1332 because the parties arc
diverse and the amount in controversy exceeds $75.000.

2. This Court is the proper venue under 28 U.S.C. §§ 1391(a) becausc
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Defendants reside in this judicial district, and a substantial part of the events comprising
the claims asserted herein took place in this district.
PARTIES

3. L’Oreal is a corporation organized and cxisting under the laws of the State
of Delaware and having its principal place of business in New York, New York.

4, Hair Casino was formerly a limited liability company organized and
existing under the laws of the state of Nevada and having its principal place of business
in Las Vegas, Nevada.

s. Nevada Hair Ventures is a limited liability company organized and
existing under the laws of the state of Nevada and having its principal place of business
in Las Vegas, Nevada.

6. Plaintiff is ignorant of the true names and capacities of the Defendants
sued herein as DOES 1-50, inclusive, and therefore sues these Defendants by such
fictitious names. Plaintiff will amend its complaint to allege their truc names and
capacities when ascertained. In the meantime, Plaintiff is informed and believes that
each of the fictitious named Defendants is legally responsible in some manner for the
occurrences herein alleged, and subject to and liable for the relief prayed for below.

7. Plaintiff is informed and believes that all of the Defendants, including
those Defendants sued in the name of DOE, were agents, servants and employees of their
co-Defendants, and in doing the things hereinafter mentioned, were acting within the
scope of their authority as such agents, servants and employees with the permission and
consent of their co-Defendants.

//
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FACTS COMMON TO ALL COUNTS

8. .’Oreal, the successor-in-interest to Matrix Essentials, Inc., is engaged in
the business of manufacturing and distributing hair care products under the “Matrix”
brand name for the professional hair care market. These products include colorings.
dyes, shampoos, conditioners, and styling products exclusively for sale to professional
salons. All Matrix products bear Matrix’s name and trademarks.

9. L’Oreal labels its Matrix hair care products for “professional” use by
trained and licensed hair stylists in salons. L’Oreal produces Matrix hair carc products
exclusively for use and sale in beauty salons and beauty schools. Licensed hair stylists
use Matrix products while providing hair styling services, and recommend Matrix
products (o patrons. Matrix adopted a system of saton-only distribution, which relies on
professional hair stylists” use and recommendation, as an alternative to the claborate and
expensive advertising and marketing campaigns that mass-market manufacturers use to
promote hair-care products sold in grocery and drug stores. L'Oreal’s years of providing
quality Matrix products, education, and service to its customers has crecated strong
professional demand. This demand is further fostered by L'Oreal’s pledge to allow its
Matrix products to be sold only to professional salons and contracts promising (o sell
only via L’Oreal’s professional salon distribution system.

10. L’Oreal uses a system of authorized distributors to supply its Matrix
products to salons. Each distributor must sign a written contract with L'Oreal. These
contracts are valuable to L’ Oreal, forming the backbone of L’Oreal’s Matrix products’
distribution system. Each L’Oreal distributor agrees to distribute and sell Matrix products

in accord with L’Oreal’s salon-only resale restrictions and to promote and develop
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valuable professional salon business for L’Oreal and its distributors. Direct or indirect
sales by distributors or salons to general merchandisers, drug stores and warehouse stores
are prohibited. Each Matrix distributor agrees to sell Matrix preducts only to
professional salons located in its territory. Sales by a distributor or its franchises to any
entity other than those authorized by contract are called “Diverted.” Diverted products
are then distributed through a covert channel known as the “grey market.”

The Matrix Distribution Agreement

11. OnFebruary 12, 1981, L’Oreal’s predecessor in interest entered into a
Distributor Agreement (“1981 Matrix Agreement”) with AMCO Warehousc, Inc.
(“AMCO”) pursuant to which AMCO (now known as “Armstrong McCall, L.P.” or
“AMLP™) agreed to sell Matrix products to “licenscd professional beauticians”
throughout its territory, which includes southern California and the State of Nevada
(“Matrix Agreement™). Matrix Agreement, q 2(a). Exhibit 1. The 1981 Matrix
Agreement prohibits AMCO and its franchisees from diverting Matrix products intended
for sale and use by salons and other licensed professional beauticians (o drug stores,
supermarkets, and other unauthorized retailers. Matrix Agreement, § 2(a), Exhibit 1.

12, On May 12, 1993, 1.’Oreal’s predecessoi-in-interest and AMLP’s
predecessor-in-interest executed the “Matrix Essentials Policy Statement and Agreement”
(“Matrix Amendment”), amending the Matrix Agrecement, attached hereto as Exhibit 2.
The Matrix Amendment reaffirmed AMCO’s restriction o sell Matrix products only to
salons and licensed hair care professionals and obligation to prevent diversion of Matrix
products to unauthorized grey-market retail outlets. The 1993 Matrix Amendment

prohibits AMCO and its franchises from selling Matrix products “to any salon or
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individual who has in the past diverted or reasonably has been suspected of diverting
MATRIX ESSENTIALS products or the products of any other professional hair care
manufacturer.” Matrix Amendment, p. 1, Exhibit 2.

13. The terms of the 1993 Matrix Amendment prohibit AMLP and its
franchisecs from diverting professional Matrix product intended for sale and use by only
salons and other licensed beauticians to drug stores, supermarkets, and other
unauthorized retail outlets:

[Matrix] products are sold to you and designed ONLY for distribution to,

and use by, licensed professionals. . . . A professional salon is one which

performs either hair care, skin care, or nail care services by licensed hair
care professional, licensed cosmetologists, licensed estheticians or

licensed manicurists. It is understood that professional salons, by

definition, are salons whose greater percentage of gross sales are from

revenues for hair care, cosmetology, esthetic or manicure services, other

than from the sale of products.

Matrix Amendment, p. 1, Exhibit 2.

14. AMLP and its franchisees are also prohibited from selling any Matrix
product to known or suspected diverters:

| NJo [Matrix] products may be sold to any salon or individual who has in

the past diverted or reasonably been suspected of diverting [ Matrix|

products or the products of any other professional hair care manufacturer.

Matrix Amendment, p. 1, Exhibit 2,

15. Furthermore, AMLP is prohibited from assisting others to divert Matrix

products:

Distributor will not engage in any deceptive, misleading or unethical
practice or advertising, or knowingly assist anyone in such practices.

Matrix Agreement, § 3(c), Exhibit 1.

16. In addition to the remedies available under the original Matrix Agreement,
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the Matrix Amendment provides the following:

In the event that any [Matrix] products sold to you are discovered to be
for sale by any unauthorized person or entity or by any person or entity
outside of your authorized Territory, [L’Oreal|, in addition 1o any other
rights it may have at law or equity, may acquire such products on such
terms and conditions and at such process as may be then available to
[L.’Oreal], whereupon [L’Oreal] may require you to purchase such
products from [L’Oreal] at a price equal to |L’Oreal’s] cost of acquiring
such products, including the cost of, and all cxpenses related to, the
acquisition of the products by [L’Oreal] and the subsequent resale thereof
to you.

Matrix Amendment, p. 2, Exhibit 2.

7. The Matrix Amendment also grants 1.’Oreal the right to audit sales of
Matrix product:

| AMLP] agrees to reasonably monitor the sale of [Matrix] products and, if

necessary, allow [L’Oreal] to audit those sales in order to ensure

compliance with [1.’Oreal’s] distribution policy.

Matrix Amendment, p. 2, Exhibit 2.

The AMLP Franchise Agreements

18. In addition to the prohibition in AMLP’s agreements with its distributors,
AMLP’s contracts with its franchisees (sometimes known as sub-distributors) also restrict
those franchisees from selling Matrix products to anyonc but professional salons. On
information and belief, an entity known as Hair of Nevada, L.L.C., which shares common
ownership with Defendants, signed a franchise agreement with AMLP, which provides:

7. PRODUCT PLACEMENT. Distributor shall net sell the
Products to the general public or to or through any other distributor,
dealer, manufacturers’ representative, wholesaler, or retailer.
Distributor shall only sell Products to Qualificd Buyers that (a) sell
Products anciliary to the services they providc to the general public for
personal use only, (b) use the Products in providing their services, or (¢}
use the Products for their own personal use. In the event any Product or
Products are offered for sale by any distributor, dealer, manufacturers’
representative, wholesaler, or retailer, other than a Qualified Buyer, as a
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result of a sale or other transfer of these Products by Distributor,
Distributor agrees to (i) immediately purchase these Products at the
offered price from any such distributor, dealer, manufacturers’
representative, wholesaler, or retailer to remove such Product(s) from
commerce, or (1i) fully indemnify AMLP or the manufacturer for all
costs associated with any such removal and repurchase undertaken by
AMLP or the manufacturer. In the event that AMLP is required by a
manufacturer to make repurchases of Product under these circumstances,
or to reimburse a manufacturer for the cost of the manufacturer’s
repurchase as a result, then AMLP shall have the right to charge
Distributor’s account for its cost of such repurchases or reimbursement.
These remedies are in addition to any other remedies provided to AMLP
under the terms of this Agreement.

AMLP, on behalf of itself and its distributors, has agreed to abide
by certain requirements and prohibitions specified by Product
manufacturers pertaining to the training of Product users in the use of
the Products, criteria for qualifications for Qualified Buyers and (o the
marketing, distribution and sale of the Products, among other
requirements and prohibitions. Distributor agrees to honor and abide by
these requirements and prohibitions between AMLP and each Product
manufacturer as identified and specified by AMLP. In addition to
AMLP’s other rights under this Agreement, including, without
limitation, its right to terminate this Agreement for Distributor’s failure
(o abide by a Product manufacturer’s requirements and prohibitions,
AMLP may, in its sole discretion, cease to distribute any Product to
Distributor or terminate Distributor’s exclusivity with respect 10 any
Product produced by such manufacturer (emphasis added). Franchise
Agreement, 7, Exhibit 3.

DIVERSION OF L’OREAL’S MATRIX PRODUCT

19. Many large retailers are eager to obtain and sell Matrix products and wish
to profit by “free riding” on L’Oreal’s sales and promotional efforts within its preferred
salon-only distribution chain. These retailers know that L.’Oreal’s contracts preclude
distributors and salons from selling or reselling Matrix products to thesc retailers. Some
retailers therefore scheme to improperly acquire Matrix products from diverters. The
Matrix products that retailers sell are obtained by deceptive, fraudulent, and illegal trade

practices. The principal method that diverters use is to find or create faithless distributors
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or salons who will fraudulently breach its contractual obligations to L’Oreal to limit
Matrix sales to only professional customers.

20. L’Oreal places a variety of codes on Matrix’s products during
manufacturing. To assure authenticity, to improve L.’ Oreal’s ability to identify
distributors and salons that might be defrauding it, and 1o assist in the event of product
recalls, L'Oreal has used coding and tracking equipment to mark its products. The
equipment also applies a bar code label on each carton into which coded containers are
packaged. In addition, a bar-coded pallet label is attached to each pallet of coded
products.

21, Inan effort to combat diversion, L’Orcal has implemented a “buy back”
program through which L.’Oreal representatives purchase grey market Matrix products
from unauthorized retailers across the country. L’Oreal then scans the coding on the grey
market Matrix bottles in order to determine which distributor or sub-distributor originally
bought the products.

22. L’Oreal has gathered substantial evidence that large quantities of Matrix
products have been illegally and improperly diverted. Through use of codes and other
methods, L’Oreal was able to trace the diversion to AMLP, which was sclling Matrix
products to a number of its franchisees and Defendants. L Oreal was further able to trace
diverted products to Defendants, whose exclusive sales territory included those
geographic locations in Nevada. Some of those products sold to Defendants showed
evidence that the codes L’Oreal affixed to its packaging had been altered and or removed
in an effort to conceal the diversion.

23. L.’Oreal has also collected substantial evidence that AMIP and
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Defendants illegally and improperly diverted Matrix products to Cadeau Express, Inc.
("Cadeau”), a Nevada corporation owned and operated by Ramon DeSage (“DeSage”), in
addition to other known or suspected diverters in the Las Vegas arca.

CADEAU DIVERSION SCHEME

Diversion of Matrix Products to Cadeau

24, Cadeau is a wholesaler of gifts and specialty items, including exclusive
hair care products, that caters to hotels, casinos, and other hospitality venues in and
around Las Vegas, Nevada. These casinos and hospitality venues provide products
obtained from Cadeau to selected guests as gifts and complimentary room amenities.

25.  Cadeau is neither a Qualified Buyer, as defined by the Franchise
Agreements, nor a professional salon, as defined by the Matrix Amendment.

26. Upon information and belief, in or around the Summer of 2005, AMLP
and Cadeau began to negotiate a covert distribution agreement whereby Cadeau would
acquire exclusive, professional-brand hair care products, including Matrix products,
through AMLP, purportedly for resale to casinos and other hospitality venues to provide
to their patrons as gifts and complimentary room amenities (*Cadeau Casino Amenity
Program™). Neil Riemer (“Riemer”), President of AMLP, negotiated the deal on behalf
of AMLP, and Voticky negotiated the deal on behalf of Hair of Nevada, AMLP’s Las
Vegas-area franchise. Riemer and Voticky both knew that Cadeau was not an authorized
distributor of Matrix products and knew or suspected that DeSage was involved in
diversion,

27.  Upon information and belief, in return for arranging for AMLP to

improperly sell professional-brand hair care products to Cadeau, at a deep discount,
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Cadeau paid Voticky a kickback payment of tens of thousands of dollars in cash on July
28, 2005, and paid Riemer kickback payment of tens of thousands of dollars in cash on
August 15, 2005. Cadeau continued paying large cash kickbacks to Voticky and Riemer
throughout 2005, 2006, and 2007.

28, Unbeknownst to L’Oreal, on September 22, 2005, Cadcau, AMLP, and
Hair of Nevada, executed a Distribution Agreement. which governed the distribution of
hair care products from AMLP to Hair of Nevada to Cadeau. “Cadeau Distribution
Agreement,” Exhibit 4.

29, The Cadeau Distribution Agreement nominally provides:

Hair of Nevada and Cadeau shall not sell the Products to the general

public or to or through any other distributor, deater, manufacturers’

representative, wholesaler, or retailer. Hair of Nevada and Cadeau shall

only sell Products to the Hospitality Venues and then not for resale but

only for services they provide to their patrons for personal use only.

Cadeau Distribution Agreement, Ex. 4, at § 5.

30. None of the parties to the Cadeau Distribution Agreement, however,
intended to adhere to these and other anti-diversion provisions. Voticky and Riemer each
told DeSage to “do whatever you want with the [Matrix] product. 1don’t care.” Indeed,
AMLP, Hair of Nevada, and Defendants never investigated whether Cadeau abided by
the Agreement’s sales restrictions and never attempted to enforce the anti-diversion
provisions. When confronted with evidence of Cadeau’s intent to divert Matrix products
into the grey market, Voticky and Riemer told DeSage that they would “rather not know

too much” about where the Matrix products that AMLP, Hair of Nevada, and Defendants

sold to Cadeau ended up.

10



Case 2:09-cv-01484-ECR-LRL  Document1  Filed 08/10/2009 Page 11 of 42

31 In 2005, 2006, and 2007, Voticky and Riemer traveled to Las Vegas to
meet with DeSage in order to arrange AMLP’s unauthorized Matrix sales to Cadeau. At
these meetings, DeSage informed Voticky and Riemer of the types and quantities of
Matrix products Cadeau wished to purchase. Volticky and Riemer also informed DeSage
of the Matrix products available and in-stock at AMLP’s warehouse for sale to Cadeau.
DeSage, Voticky, and Riemer, frequently spoke by telephone to finalize details of the
unauthorized Matrix sales.

32.  When Cadeau placed orders for Matrix products with AMLP, Reed Boyd,
AMLP’s Promotions Manager, e-mailed Matrix shipment confirmations to Cadeau. In
order to conceal the unauthorized transactions, AMLP, Cadeau, and Voticky used code
words, such as “flashlights,” to discuss diverted products.

33, On October 25, 2005, AMLP and Hair of Nevada sold almost $98.000 of
Matrix product to Cadeau, without L’Oreal’s knowledge or consent and in breach of the
Matrix Agreement and Matrix Amendment. Throughout 2006, AMLP shipped and Hair
of Nevada invoiced at least fifty orders of Matrix products to Cadeau. These purchases
included both trial-sized (2 oz. - 5 oz.) and full-size (8 oz. - liters) bottles of Matrix
products.

34. By 2006, AMLP’s officers and directors, including Stacy Gaspard and
Mellissa Martin, were aware of AMLP’s Matrix sales to Cadeau.

35. In January, 2007, Voticky formed Hair Casino, in order to handle the
invoicing of AMLP’s sales to Cadeau. From January, 2007, through August, 2007,

AMLP shipped and Hair Casino invoiced at least ten shipments of Matrix products to

11
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Cadeau, without L’Oreal’s knowledge or consent and in breach of the Matrix Agreement
and Matrix Amendment,

36. AMLP sold Cadeau millions of dollars worth of Matrix products from
October, 2005, through August, 2007. Substantially all of the Matrix products sold by
AMLP, Hair of Nevada, and Defendants to Cadeau were diverted into the grey market for
resale by mass-market retailers. AMLP, Hair of Nevada, and Defendants knowingly and
willingly participated in this covert Matrix diversion opcration.

Cadeau’s Kickback Payments to Voticky and Riemer

37.  Inreturn for arranging and authorizing thesc improper Matrix sales,
Cadeau paid Voticky and Riemer millions of dollars in cash kickbacks. Additionally,
Cadcau provided Voticky, Riemer, and other AMLP personnel with thousands of dollars
worth of hotel accommodations, gifts, merchandise, and other valuable scrvices.

38.  Throughout 2005, 2006, 2007, Cadcau shipped via Federal Express cash
kickback payments to Voticky’s and Riemer’s homes and offices in Austin, Texas, and
Riemer’s home in Austin, Texas. In total, Cadeau shipped at least 138 Federal Express
packages conlaining substantial amounts of cash to Voticky and Riemer. After Cadeau
scheduled each Federal Express shipment, a Cadeau employee e-mailed the tracking
information to Voticky or Riemer. In order to conceal the kickback payments, Voticky
and Riemer referred to the shipments as *“chocolate orders.”

39. Voticky and Riemer also traveled to Las Vegas, Nevada, to retrieve cash

kickback payments from Cadeau.

12
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40. In 2006, Cadeau wire transferred hundreds of thousands of dollars in
kickback meney to Riemer. Cadeau also gave Riemer thousands of dollars worth of
furniture and art.

41. In 2007, Cadeau gave Voticky a $20,000 Rolex watch as a kickback.
Cadeau also gave Voticky other gifts and merchandise, including a set of golf clubs.

42. Cadeau paid for Voticky’s and Ricmer’s hotel accommodations at the
Wynn Resort and Casino when they visited Las Vegas. Cadeau also provided other
AMLP employees, including Reed Boyd and Stacy Gaspard, with free rooms at the
Wynn hotel.

CASINO DEAL

43.  In July, 2006, Riemer, on behalf of AMLP, began to broker an agreement
{(“Casino Deal™) whereby AMLP would sell Matrix products through Cadeau for
inclusion in guest amenity packages at upscale Las Vegas casinos. At that time, L’ Oreal
emphasized its concern about diversion of Matrix products and sought assurances that
Matrix products purchased pursuant to the Casino Deal would only be resold to casinos
as part of the Cadeau Casino Amenity Program and not diverted to unauthorized retailers
and distributors. Initial proposals involved only the sale of travel-size (4.2 oz.) bottles of
Matrix products to Cadeau because hotel guests would likely use only a small amount of
the products while staying at the hotels and because travel-size bottles arc less valuable in
the grey market.

44, From April, 2006, through Novembcr, 2006, 1."Oreal and AMLP
negotiated the terms of the Casino Deal. Throughout the negotiation of the Casino Decal.

L’Orcal insisted on AMLP’s guarantee that the Matrix products that AMLP sold to

13
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Cadeau for the Casino Deal would not be diverted into the grey market. Riemer also
represented to L’Oreal that Cadeau would use these Matrix products solely for resale to
casinos as part of the Cadeau Casino Amenity Program.

45, Throughout these negotiations, AMLP concealed from 1.’ Oreal the fact
that it had already sold millions of dollars worth of Matrix products, including full-size
bottles, to Cadeau. Voticky and Riemer also concealed (rom L’Oreal the cash kickback
payments that Cadeau paid them in return for approving and arranging the diversion of
Matrix products from AMLP to Cadeau.

46. On April 11, 2006, in an attempt to convince L.’OQreal that Cadeau’s
Casino Amenity Program was legitimate, Riemer e-mailed L’Oreal and represented that
AMLP “audited the |Cadeau] twice and ha[s] been perfectly satisfied with the results.”
In or around August, 2006, Riemer again misreprescnted to L’Oreal that he had inspected
Cadeau’s operations, witnessed Cadeau’s gift program at casinos, and did all of the
appropriate due diligence to ensure that Defendants would abide by the terms of the
Cadeau Distribution Agreement.

47. Beginning in July or August, 2006, Riemer repeatedly represented on
behalf of AMLP that the Matrix products that AMLP sold to Cadeau would be
exclusively resold to casinos as part of the Cadeau Casino Amenity Program and would
not be diverted to unauthorized retailers. Riemer also concealed that some Matrix
products sold to Cadeau would be distributed outside of AMLP’s authorized distribution
territory. In reliance on those representations, L'Oreal agreed to make various Matrix

products, including full-size (13.5 oz.) bottles of Color.smart shampoo and conditioner,

14
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available to Cadeau for purchase and resell to casinos exclusively for use in the Cadeau
Casino Amenity Program,

48. On or about November 21, 2006, L'Oreal informed Riemer that it would
make approximately $3.2 million of Matrix products. including 110,000 full-size bottles
of each Color.smart shampoo and conditioner and a varicty of travel-size bottles of
Matrix products, available to Cadeau for purchase for the Cadeau Casino Amenity
Program.

49, On November 28, 2006, and December 14, 2006, L.’Oreal shipped a
variety of Matrix products, including the 110,000 full-size bottles of cach Color.smart
shampoo and conditioner and over 42,000 travel-size bottles of various Matrix products,
to Cadeau’s warehouse, located at 3494 East Sunset Road in Las Vegas, Nevada.

50. Through June, 2007, Cadeau purchased multiple millions of dollars worth
of Matrix products for the Cadeau Casino Amenitics Program, in addition to muitiple
millions of dollars worth of Matrix products through transactions invoiced by Hair of
Nevada and Defendants, unbeknownst to L’Oreal.

51. Upon information and belief, Cadeau unlawfully resold the Matrix
products that it obtained under the guise of the Casino Deal, and surreptitiously from
AMLP, Hair of Nevada, and Defendants, to Classic Design, a San Antonio, Texas,
wholesaler. Classic Design sold the Matrix products to Quality King/Pro Choice, a grey-
market collector and distributor of diverted hair care products, who then sold the Matrix
products to unauthorized mass-market retailers, such as Target and CVS Pharmacies.

52. In March, 2007, full-size bottles of Color.smart conditioner purchased

from various unauthorized mass-market retailers around the county through L’ Oreal’s

15
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“buy back™ program were traced back to the Casino Deal. Through August 27, 2008,
L’Oreal decoded and traced 1,081 bottles of Color.smart conditioner back to its
November 28, 2006 and December 14, 2006 shipments to Cadeau. L'Oreal repurchased
the 1,081 bottles at twenty-four different grey-market retailers, including 182 different
Target stores in thirty-two states. Upon information and belief, these 1,081 bottles
constitute a small sample that represents tens of thousands of full-size bottles of Matrix
products that AMLP, Hair of Nevada, Defendants, and Cadeau ultimately diverted into
the grey market. Upon information and belief, AMLP, Hair of Nevada, Defendants, and
Cadcau also diverted tens of thousands of travel-size bottle of Matrix products into the
grey market,

COUNT 1 - CIVIL CONSPIRACY TO COMMIT FRAUD

53. L’Oreal incorporates herein by reference all of the allegations of
paragraphs 1 through 54, inclusive, of this Complaint as if fully set forth herein.

54. Before L’Oreal shipped Matrix products to Cadeau on November 28,
2006, and December 14, 2006, pursuant to the Casino Deal, AMLP, through its president,
Neil Ricmer, represented that AMLP wished to sell Matrix products to Cadcau
exclusively for resale 1o casinos to provide to their guests as complimentary room
amenities. AMLP, through Riemer, further represented that Cadeau would not sell or
transfer the Matrix products to the general public or any other unauthorized distributors,
wholesalers, and retailers.

35.  Beginning in October, 2005, and continuing through August, 2007, AMLP

intentionaily concealed from 1.’Oreal its unauthorized Matrix sales to Cadeau. AMLP

16
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also concealed its franchisees’ sales of Matrix products to Cadeau. AMLP had a duty to
disclose this material information to L’Oreal.

56. Each of the misrepresentation and omissions that AMLP made regarding
acquiring Matrix products exclusively for resale to casinos as part of the Cadeau Casino
Amenity Program was false at the time it was made and was known or belicved to be
false by AMLP.

57.  AMLP, Hair of Nevada, and Defendants knowingly diverted Matrix
product to unauthorized retailers and distributors, and, as a result, diverted products have
been offered for sale on the grey market. AMLP, Hair of Nevada’s, and Defendants”
fraudulent conduct as set forth herein was willful, deliberate, and/or reckless and was
undertaken as part of a fraudulent scheme to obtain Matrix products for unauthorized
resale on the grey market.

58. AMLP intended for L’Oreal to rely on its misrepresentations, false
assurances, and omissions in order to induce L’ Orcal to agree to the sale of Matrix
product to Cadeau. AMLP’s sole motivation for its false representations and omissions
was to dupe L’Oreal into approving the sale of Matrix products to Cadeau. Without
AMLP’s false and misleading statements, L’ Oreal would never have agreed to provide
Matrix products to AMLP for sale to Cadeau and would not have shipped any Matrix
products to Cadeau in 2006 and 2007.

59. L’Oreal justifiably relied on AMLP’s misrepresentations and omissions
that AMLP would sell the Matrix products to Cadeau only for resale to casinos as part of

the Cadeau Casino Amenity Program and not to the general public or any other

17
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S

distributor, dealer, manufacturers’ representative, wholesaler, or retailer when it agreed to
the Casino Deal.

60.  L’Oreal’s reliance on AMLP’s representations and omissions was
justifiable because AMLP was contractually obligated to sell Matrix products only to
professional salons and other licensed hair care professionals, AMLP's franchisccs were
contractually obligated to sell Matrix products only to Qualified Buyers, and Cadeau was
contractually obligated to sell products purchased through AMLP only to casinos and
hospitality venues. Based on these terms in the Matrix Agreement and Matrix
Amendment, the Franchise Agreement, and the Cadeau Distribution Agrecment, and on
AMLP’s additional assurances that Matrix product would not be diverted, AMLP knew
or had reason to know that L’Oreal would rely on AMLP’s repeated false representations
and omissions.

61. In reliance upon AMLP’s misrepresentations, assurances, omissions, and
fraudulent conduct, L’Oreal agreed to make Matrix products available for Cadeau’s
purchase, including the full-size bottles of Color.smart conditioner and travel-size bottles
of Matrix products that AMLP and Cadeau ultimately diverted into the grey market.

62. AMLP, Hair of Nevada, and Defendants knowingly and willfully
conspired to unlawfully and improperly divert Matrix product into the grey market. Each
of these co-conspirators committed overt acts in furtherance of the fraudulent scheme to
divert Matrix products.

63. Defendants” fraud has damaged 1.’ Oreal by causing a loss of goodwill and
injury to the Matrix brand name. Additionally, L’Oreal has suffered monetary damage in

an amount that increases daily. L’ Oreal has suffered specific economic injury to its
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business in the form of lost sales, decreased revenucs, and increased costs in an amount
according to proof. L’Oreal is presently unaware of the full extent and amount of its
damages as a result of Defendants’ conduct. L.’Oreal will amend its pleadings, at or
before trial, to conform to proof of the amount of such damages when they arc
ascertained. 1."Oreal also seeks an award disgorging Defendants of any profit they
received by their wrongful acts.

64.  Defendants’ misconduct was fraudulent, malicious, and oppressive.
Defendants fraudulently obtained and sold Matrix products to unauthorized grey-market
distributors and retailers. Defendants’ misconduct subjected L.’Oreal to unwarranted and
unjust hardship by which its rights were brazenly disrcgarded. Defendants’ misconduct
was willful and Defendants engaged in their misconduct in conscious disregard of the
rights of L'Oreal. Punitive damages should be awarded to punish Defendants and deter

similar future misconduct.

COUNT II - INTENTIONAL INTERFERENCE WITH CONTRACT

65. L'Oreal incorporates herein by refercnce all of the allegations of
paragraphs 1 through 65, inclusive, of this Complaint as if fully set forth herein.

66.  L’Oreal and AMLP have a valid contract governing the sale and
distribution of Matrix product, the Matrix Agreement, together with its 1993
Amendment. L’Oreal has similar contracts with a nctwork of distributors.

67.  Defendants had knowledge of the Matrix Agreement and AMLP’s legal
obligations under the Matrix Agreement, which are specifically described in the
Franchise Agreement, as well as the legal obligations of other distributors with

agreements similar to AMLP’s.
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68.  Defendants, with full knowledge ol L'Orcal’s contractual relationships
with AMLP and its other distributors and intending to induce breach of or otherwisc
interfere with those relationships, have conspired to and are intentionally, willfully and
without justification or privilege, inducing and purposcly causing, and continuing to
induce or purposely cause, L'Oreal’s distributors or salons carrying .’ Oreal products to
breach their contractual relationships with L'Oreal.

69. As a direct and proximate result of the conduct of Defendants, L’Oreal’s
contractual relationships with the authorized distributors and salons which rescll its
products have been harmed, breached and disrupted. L' Oreal has suffered increased costs
and reduced revenues and its authorized distributors and salon customers have purchased
less Matrix products than they otherwise would have purchased and will purchase.

L’ Oreal cannot presently ascertain the full nature, cxtent and amount of its damages.
L’Oreal will seek leave to amend its Complaint to state the full amount of its damages
when ascertained or according to proof at the time of trial.

70.  Defendants’ conduct is fraudulent, malicious and oppressive. Defendants
fraudulently obtain, market and sell Matrix products. Defendants’ conduct subjects
L’ Oreal to unwarranted and unjust hardship by which its rights are brazenly disregarded.
Defendants’ conduct is willful and Defendants engage in their misconduct in conscious
disregard of the rights of L'Oreal. Punitive damages should be awarded to punish
Defendants and deter similar conduct in the future.

COUNT III - INTENTIONAL INTERFERENCE WITH PROSPECTIVE
ECONOMIC ADVANTAGE

71.  L’Oreal alleges and incorporates by reference each and every allegation

contained in Paragraphs 1 through 71, as if fully set forth herein.

20



Case 2:09-cv-01484-ECR-LRL  Document1  Filed 08/10/2009 Page 21 of 42

72.

L’Oreal is informed and believes that Defendants, with full knowledge of

I.’Oreal’s existing and prospective economic advantage resulting from its relationships

with distributors and professional salons who use its products and recommend them to

salon patrons who buy them from salons, relationships that contain the probability ot

future economic benefit to L’ Oreal, and intending to injure, destroy and otherwise

interfere with those relationships, have intentionally, willfully and without justification or

privilege, interfered with and caused disruption to such relationships, through wrongful

means including fraud, deceit and unfair competition and trade practices.

73.

L’Oreal’s prospective contracts and/or cconomic advantage have been

disrupted as follows:

(b)

(d)

{c)

()

74,

(2) Salons — reduce purchases or choose not to contract with L’Oreal

distributors and/or buy or resell Matrix products because these
products appear available to consumers through other channels,
¢.g. retail sale at supermarkets;

Consumers — choose not to buy Matrix products because they
have lost their “premium™ or “salon” appeal when they are
generally available at retail outlets;

Consumers — purchase fewer Matrix products becausc these
products are purchased without the interaction with, advice and
salesmanship of a licensed stylist or salon employee;

Distributors — choose not to contract with L.’Oreal and/or buy or
resell Matrix for distribution because there is no longer a clean
“salon only” niche for these products when they are generally
available at retail outlets;

Distributors — face increased difficulties in obtaining new salon
account contracts, and expend extra time and effort in an attempt to
overcome salon owners’ objections that the products are not
exclusive to salons; and

Other disrupntion to L.’Qreal’s prospective economic advantage.
p prosp o

As a result of Defendants’ conduct, L."Oreal’s economic relationships with
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and prospective economic advantage from its distributors, with professional hair salons
who purchase L'Oreal products and with consumers have been harmed and disrupted and
L'Oreal has suffered damages which continues to grow from day to day.

75.  L’Oreal cannot presently ascertain the full nature, extent and amount of its
damages and accordingly alleges it to be within the jurisdiction of this Court. L’Orcal
will seek leave to amend its Complaint to state the full amount of its damages when
ascertained or according to proof al the time of trial.

76.  Defendants’ conduct is fraudulent, malicious and oppressive. Defendants
fraudulently obtain, market and sell Matrix products. Defendants’ conduct subjects
L’Oreal to unwarranted and unjust hardship by which its rights are brazenly disregarded.
Defendants’ conduct is willful and Defendants engage in their misconduct in conscious
disregard of the rights of L.’Oreal. Punitive damages should be awarded to punish
Defendants and deter similar conduct in the future.

COUNT 1V - UNJUST ENRICHMENT

77.  L’Oreal alleges and incorporates by reference each and every allegation
contained in Paragraphs | through 77 as if fully set forth herein,

78.  Defendants have knowingly received profits from their sales of diverted
Matrix products, which benefits have been unjustly retained by Defendants.

79. Defendants have engaged in unfair and inequitable acts and practices 1o
L’Oreal’s detriment and injury. Such acts by Defendants include willful interference with
contract, willful interference with prospective economic advantage, and intentional
removal or alteration of manufacturer’s product codes. Additionally, Defendants caused

L’Oreal to be fraudulently misinformed about the true use and destination of Matrix
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products ordered from L.’ Oreal.

80. Defendants have retained the benefits of their unfair conduct, while
L’Oreal has suffered the detriment of Defendants’ acts. It would be unjust for Defendants
to retain their profits, and such an outcome would result in Defendants’” being unjustly
enriched. L' Oreal is entitled to restitution, disgorgement of Defendants™ profits, and other
equitable relief.

WHEREFORE, Plaintiff L.’Oreal USA S/D, Inc., as successor-in-intercst to
Matrix Essentials, Inc, prays for an award as follows:

1. Preliminary and permanent injunctive relief against Defendants, and their
officers, agents, attorneys, representatives and assigns, and all persons acting in active
concert or participation with them, from doing any of the following acts, either directly or
indirectly, and from doing any act prefatory to the prohibited acts:

(a) Acquiring, transporting, transferring, sclling or offering 1o sell any
Matrix product that does not bear L’Oreal’s manufacturer’s codes:

(b) Acquiring, transporting, transferring, selling or offering to sell any
Matrix products whose manufacturer’s codes, numbers or other
information has been removed, defaced, concealed or changed;

(c) Acquiring, transporting, transferring, selling or offering 10 sell any
Matrix product whose container or package is altered or defaced;

{d) Acquiring, transporting, transferring, selling or offering to scll any
Matrix product in any condition except the condition it left
L’Oreal;

(e) Acquiring, transporting, transferring, selling or offering (o sell any
Matrix product except for use in a salon or for sale to a consumer

in a salon;

(f) Any acts of unfair competition or unfair practice affecting L' Oreal
or any Matrix product; and

(g) Any interference with L’Oreal’s contracts, contractual
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relationships, economic advantage or prospective economic
advantage;

2. For an order directing Defendants to file with this Court and serve on
L’Oreal within thirty days after service of an injunction, a report in writing under oath,
setting forth in detail the manner and form in which Defendants have complied with the
injunction;

3. For an order enforcing the rights L’Orcal created by its contracts
prohibiting certain conduct with its products;

4. For damages and remedies based on the Defendants’ civil conspiracy 1o
commit fraud, interference with contractual relationships, and interference with
prospective economic advantage, according to proot;

5. For punitive and exemplary damages;

6. For attorneys’ fees;

7. For costs; and
1
i
"

i
1
i
/"
I
/"

1!
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8. For such other and further relief as the Court deems just and proper.

Plaintiff demands a jury trial.

Dated: August 4, 2009 GORDON & REES, L.L.P.
By: /] /
ith IC. Cramer

Atforneys for Plaintiff
L/OREAL U.S.A. §/D, INC.
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" {ts other rights under this,Ag:gtubnt,

1261/2-12-81

DISTRI1BUTOR AGREEMENT

THIS AGREEMENT i3 made this _[_i_l_vjay of _F=h, -193/.,

1881, by and batveen MATRIX ESSENTIALS, INC.. an ohio corpors-

tion ("Company™) and AMCO WAREHOUSE, INC., & Texas corporation

~

{*bistributer®).
. i
WITHNEIBSEI N

In consideration of the putual covanants hereinafter con-
tained and for the purpose of promoting the sale within the
geographic area desczibed in Exhibit A (the *Territory”).of

Socolor and Matrix products (the *Products®), it I3 bereby

agreed as follows:

1. Aqreexent to Buy and Bell.

pistributor and Distributor will. buy from the Compiny such Pro-

vhe Company will sell to

duees as pistributor shall order in accordance with this

Agreement.
q. Area of Primary Respensibility.
{a} Distributor will ailigently dévelop and mainkain

‘thc'nark-t for the Products, including newly-introduged pro-

ducts, in béauty salons throughout the Tarritory, vhich shall

be Distributor's area of p:lmary.tesﬁenllblllty. pistributor

vill devote its best effocts to the adeguate promotion and sale
of the Products to licensed professional beanticians throughout
the Territory and will educate such beauticians in the safety

and.ettlcacy of the Products and the sconomny and use thersof by
romotional and edu-

cational activities.

(b] Distributor agrees to order of purchase the mini-

mus dellar amount of Products per year set forth on Exhibit B.

1f Distributor fails to order or purchase the minfmin dollac

amount of the Froducts in any year, the Company, in additlion to

niy reducs or otherwise

change Distributor’'s Territory ot #dd other distsibutors in the

LO-SD00029086
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_gecritory by giving Distributor thirty (30} days’ notice
thnrcot. in writing. '
{¢} So long as» Distridbutor cn-pllcs with this Agrae-
‘.-ent, the Company will refer to the Distridbutor all inquizies
for the Products recelved from customsrs locsted within the

Territory. Cempany agress that no other distributor, or sub-

l!aiary or companies affiliated vith any such other distxib:: _

tar. shall be permitted to offsl to sell of sell the Products

in the Territory. This prohibition shall not app;;.t;”é;;t:l- .
_ butors of the Company presently distributing the Products in

the Territory as of the date of ths execution ¢f this contract

by Distributor, but any ;uch aistribotor shall not ba permitted

to sell the Company's Products in any nav oI additional loca~ -

tions other than thoss in existence on the date ol the execu- " i

tion of thia contract. It is agieed by co-panr'lnd pistributor :

that aistribotors with locations outside the !czr!toty may call !

on and deliver to :alnnl in the Terzltory from those locations

outside the Tertltu;r. The Company agress that it will not

nake direct vales of tha Products in the rnutu.ry other than ‘

to its distributora, T '

3. Dpistributor's Business. Distributer agraes that at i

3ll times during the ters of this Agreement:
(a) Distzibutos will not move to or establizh 2 new

or different 1ocltlon. branch, offics or other place of bus i~ i?(
ness at or from which the Products are a0ld, outaida the Terri- ,
tory, without the prior written approval of the Company. ' '
‘ (b} * pistributor shall :aintnin. st all times, an

g:ganizitlon, inecluding salesmen, aut!lciln; to carry oot Dis-
tributor's respensibilities hereunder, “Salesmen® is defined J(
as a parson calling on fifty {50} or more besuky salons per : '
month,

{c) tirtzridutor will conduct lts bosiness in a manner

that reflects faverably on the Company, its good will and

LO-8D00029087
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rcputatton.

misl

pistributor will not engage in any deceptive;
sading or vnethical p:acticu or advartising. of kxnowlngly :L’

assist anyone in such p:lctleii.
(41 Distrlibotor will educats and instruct 1icensed

p:c!csqional peauticians in

the Products, theis safety and u!!:eacy,

tha Territory ln the corzect use of . .

nd the econoay in the

use thersof and will alert said bemvticlans to the dangerl

. involved in the impropet uae of Restricted Use pProducts as . y

i defined in paxagraph 4 hersof.
pistridbutor will pertorm such other :ciponiibill—\

.' ' (o)

except ¥heh applleﬁ by 1

have been 1nlt:uctod as

delate Producks ©F product

ties related to the aistribokion of the products as the company i

may r[sasonably requlice from time te time,

deternines might be injurious to health or might be i
ic-nl-d proto-llcnal besutigians vhe
o the propec USE’ ‘oF such producti. AS

of the date hcxco(, thc Co-pany has clasaified as noigzictld

Uss Products all halr coloring producta (dews

or toners) and permanent vave products.
. sple discretion, from time to time may designate 3

Products ot Product cattgorlll as Restricted u:e producty of
categories from thta classification

by giving platributos vritken

approved non-salon custcmers in accordince with

[y LI

inclodling par ticipat-

ing in and cooperating with prometional prograns, .

4. Restricted Use products.
shall be those which the Company: in 1its wsole discretion,

vpestricted Use products”

neffective

bluachas, tints
tha COmpanY, in lts

Adirional

notice of such changes. pietri- ' ,

butor shall sell Restricted Use products only to his ansccls®” S
pistributors who shell sell to (s} those bc-uty sal~ ' L{? 
. ’l’ ' .'

cqg}oy 1icensed p:o:ossional bunuth}:nl. |nd l ’ ST

written asuthorizatlon in responss to plstributor’.

requent setting forth the nase snd address of the )

pon-sslon customer, and the precauticns taken and & e R

by Distzibutor to insure that Restricted Uie products o .

%

LO-8SD00029088
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usold only to qualified beauty salons, and vhere tha Comppany
in its sole discretlon deteskines such precavtions to ba satis~

factory. Failure u! any approved non-aalon customer to rasall

Restricted Usse onductl only to qual:!i:d beauty salons shall

entitle the Company, by vritten notice to pistributor, to
ravoks the Conpany‘l previous authorization for salas of
nestricted Use Products to such non-salon CuUBtoREr. nlltribu-

tor shall prsaetve fo: at least two (1) years all documontl and

business records rulapinq to sales of nnatrictcd Uss Products

vhich shall ba sudject to review by the Company upon reasonable

notice from the Company, during Distributor's usual business

houzs. )
5, Orders. 7The Company shall make rsasonable efforts to . ..

£111, or cause to be !llled. each e}d-r of pistributor.

g, rorce uajturt. Notwithstanding -nythlnq te the con-

‘tzary contained herain, naithsr party shall be liable to the

other tox loss, injury, dalay, damage ofF othar casualty suf-

fered by wuch other party dus to strikes, storms, fires, scts

of God, flood, explosion, casualty or governmental regulations,

orders or restrictions, or any other cause beyond the reaszon-
sble control of such pacty.
7. Teras of Payment,

Conpany's then currant sngqcltld iist price;

purchases hereundsr shall be at the
lcss discounts as

seflected on Exhbibit C. All orders shall be plylbl! in accors

danca with such credit terms 33 are raflected on Exhibit C. . .
L]

8. rersms of Ehipping. All deliveries of the Products
*‘shall be in accordance vith the shipment and fraight pollclc:

ed on Exhiblt C. The Distrlhutot shall bear risk of

s or dslsy In transit occu::!ng n!t-: the rroducts

[ e |
)
e —

a8 .reflect

lda-nqo. los
it purchases hereunder are in the pauuusllen of any common cat-
rier for shipsent to Dilstributor and the Company shall not be
1iable thecefor. pistributor shall be solely responsible fot

saking claims against any common carrier fot any damage, loss

or delay.

L0-8D00029089
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9. Product or Other Changes, Distributor acknowvledges °

that changes in the rro&uc:l. or their packaging, labeling, - . L

.prolotiona.l. mateiial or techniques, or suggested list price =ay

be made by the Company in ita sole discretion {rom time to tine .

without prior notice and without obligaton to Nst;'ibutor. It ‘ T .

i3 agreed that discounts, teras of sale, and freight or ship- E

ping policy, shall be as reflected on Exhibit C, and shall not

be changed except by the nutual sgreesent of the parties. ) o ;
10. Warrantiss. The Company warrants 1ts authority to . :

convey title of the Products acld hareundir, and that the

transfer thersof to Distributor shall be rightful; provided, ‘ I 4

however, that the Company does not warrant that the Products

hd
.

iuld hereunder arg delivered free of sny claim by any person in i
the natuze of Infringement or the 1ike, The Company further |-
warrants that the Products scld hereunder shall ba fres fros h |-
detfscts !n matsriils and verkmanship, It {a expresasly ag;.ed ’
" and un;hut.ood that ths Coapany's sole cbligation and plseribu-
tor's exclusive remady under this nrunt;: is the Company's i ) ':'
replacing defective Products, trelght pre-pald to Distributor, : B B
Claims under this varzanty must be nu&o’ in veiting witkin a - : 2
reasonable time after the defect is discovered, snd the Conpany
reserves the right to raquire substantiztion of auch claims,
The Company may require the lnt.lun of slleged dafsctive goods,

- tzsnsportation collwct, to sstablish a claiw under this var-
ranty. The period of lultauo;a arising out of, based upon ot

_ rulating to this wegranty ll'l‘ll. be one (1} year frbm ths date
_goods are shipped by the Company. : ‘ : . S o

LL WARRARTIZE OF MERCHAANT-

THE COMPANY HE EXCLUDE

ABILITY AND PITNESS POR ANY PURFOSE, AND ALL OTHER WAR-

‘RANTIES, PXPRESS OR IMPLIED, ON T8 PRODPUCTE, OTHER
THAN THE WARRANTIES STATED ABOVE. '

11, Distributor’s Remedies. 1a the svent of any dafect or

" nonconforalty i{n Products sold hersundar, pistributor's sole

LO-SD00029090
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and exclusive ranedy shall be to elect to either (a} cancel its
ordsc therefor, ©r {(b) accept replacemsnt goods,
ing any other provisions of this Agraement, Company agraes to
held 5!attlbutox harmless !rén any snd all cests, dsmages, 1ia-
siltiill and expenses, lncluding sttdicneys fees, resulting from
claims of third parties that arise from the use of the Pro-
ducts. Company agrees to provide Distzibutor, at Coapany's
expense, with preducts 1isbility insurance in the minimum
apount of one milliion dollars.

12, Tradenaril and Trade Names. The Company srants to
pistributor for the tazm of this Agreement, the non-exclosive,
non-transfecable right to use, solely in the sale snd sarketing
of the Products, the trademarks and krade nares liated in
Exhibit D attached hereto; as supplemsnted of angnded Zt;l tice

iq time. Distributor cecognizes the valldity of sald trade~

"maxkas and trads names and lckncvlodgoi that the samea sre the

pioperty ©f the Company. pistributor shall:
(a} Net infringe upon, harm, contest or in any vay

“aiminish the Company's rights in any such trademack or trade

nane} and
(b) Not use any such trademark of trade nams On Any

products other than thc Producks.
13. <o pyrights. Distributor shall not Copy or zep:oducu

" any materlal which the Company bas copyrighted nnd-:-thl GoOpY™

riqh: lavs of the Unitcd Btates without the Company's prior

-writtan approval, oxccpt that same shall be pernitted in those

aales, prosotional, and sducational activities ‘set cut in para-

Notwithatand~

- ml wm Cieees et ox mw

mam-sawm =t ®

LO-5D00029091
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14. Dilution, ldulto/{tien, Repackaging. pistcibuter’
shall not dilute, adulttz;t- or repackage any Products scld )/

hereunder withovt the Company's prior vrittsn approval.
e consi-

15. No Agqency. Distributor shall not ackt as or b

dered an agent for or an employse of the Company, nor shall the L .

pistributor have any righbt er avthority te aot for of bind the
‘Cowpany to any contract OF sales agressent OF to pledge the’

Company’s credit. pistributor shall indemnify and bold the
against the Company as

.ttt

Company harsless [rom any clain asserted

a result of any alleged acts prohibited by the teres of this

'plthrlph.

16. Tarm of Aqreement. This Agreement shall becomd effuc-

tive on the day and year first above writtcn; snd shall resain B : :

"' continucusly in effuct until the date of termlnation oFf cancel-

lation puxsuant to paragraph 17 or paragraph 14 hereof.

17. Ilrnination by bistributor, pistributor may terminats
this Agreement st any time by giving thirzy (30) days* prior

"written notice to the Cowpany. o
. LI

18, Yermination by Coupany. The Conpany may terminate

this Agreesant upon thirty (30) dayi' peior written notice to
pistributor

||i 1£ Distributer violates Of fails to discharge any

.of the cbligatlions or requirements undar this Agresment includ- .

but not limited to those set forth in pacagraph 2(b)

ing,

herect;
{5) 1f Distributor fails ke obseive any credit terms]

or conditions extended by the Company oF oihetwlae fails to ps

for the Products in @ tinely mannery
{c} 1f Distrdbuter is the subject of any formal of
informal recelvership or bgn{;u;;éy proe;odinq.
19, Effect of Termination. Upom tecminacion or cancella-

tion of this Agreenent by either party, Distributos shall El-l

.

LO-SD000290%2
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to ba, or to represent that it is, a distzibutor for the Com-
pany and shall: ‘

(s} Pay sll sums then owing to the Company)

{t) DBe deemsd to have cancelled 2ll cutstanding and
unshipped orders with the Company)

' () Atlits Own expsnse, [emove, sCase or ob)iterate’

&ll Coapany tradamarks, trade names and brand nanes :xon ita
lignl, prenises, :taticnery, supplles. advuttileltnts. dis-

plays, posters and tht like; and

(d) At its own expense, destzoy any material vhich is
then in its posssssion and which tha Company has :opyright-d
under the copy:!gh: lawa of the United States.
Ternination ot cnncgllation shall not releases Distributor from

any then axisting liability or daby to the Company.

' 20. Company's obligstions on Termination. For thirty {30)

days folloving terminatfon or cancellatien of this: Agreament,

"the Company bhall have .ths option to rspurcdase from pistribu~

tof (f.c.b. Dlstributor's place of business, at prices fiftesn
percent (15)) less than the prices paid by plstributor to the

Company in order to cover the Company's expenses in handling or
refurbishing for rasals) any or all of tha Products in the pos-

session or concrol of the Distributor at the date of the exer-

" cise of such ocption. Upon denand by the Company within auch

thirty {30) day period, the Distributoxr shall ship such Pro-
ducta to the COnplnf'turthv!tb; provided, hovever, that the

. Company rene}vcl the right to reject or revoke acceptance of

The Com= -

-PiﬂY Shlll pay for the Froducts repurchased or credit the value
-of tht repurchased Products nqatnat sny outstanding balance dus

from Distributor.
71. changes, This Agresmant is the sole Agressent betwesn
the Company and the Distributer and no nodi!!cltlop thereof

shall be binding on either party unless such modification shall

v
N

.
. ————
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" be in writing signed by the parties hereto, and made 2 part of

this Agreenment, Any terms and conditions of sale printed on
th; Company's 3tandazd piice lista to be provided hersunder are
incorporated herein and shall be Qesnsd to be a part hereof and
shall govern all sales nade by the Company to the Distributor,
but only to the extent that such terms and conditicns are con-
sistent with the other provisions of this Agreement.

22. Mmodificatien by Purchase Qrder, This Agreement may
aot be arended or »odified except 1n'ﬁflt!ug by document exe=

cuted in the same manner a8 this Agresmant, it belng expressly

understood that the terms contained in any purchase order or

acknowledgment form used by aithar party to thil'&grnnnant

‘which ias in contlict with the terms of this Agrasment shall not

be considered an amendment to this Agreenent.

2)., Prior Aqreenents.

Agreement betvean the parties with respect to the subject

.matter hersof.
‘tion of this Agreenment shall not be desmed to be 2’ vaiver of

The valver of any breach or any term or condi-

any other breach of the same or any other tera or condition of

this Agresment.
24, Notices. Except as othervise provided in this Agree-

Eent, any notlce or other communjcation required or parnitted
hersundex shall be in wriring and sant by first élass mail,
. 1’

‘boltlgl prlpaid,'to the respective partiss statsd beloy, and

shall be desmed to have been given vhen deposited in the Onlted .

States nl;ll
! It to the Company)
‘ Matrix EZsaentials, Inc.

30601 Carter Road
Solon, Chie 44139

It to the Distributor:
ANCO Warehouse, Ine.

. 301 EBast Pen White .
Austin, Texas 789704

This Agreement aupersedes any pslec

LO-SD00029094
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Either party may by written notice specify s different address
for notice purposes, .

25, a:b!ﬁr:tlbn. All disputes and controvarsies of asvery
kind and naturs between the parties lrlslnb out of or in con-
‘nection with this Agresment as to its construction, valldity,
interpretation or mesning, perforsance or nonpesforaance,
endorsement, operation, breach, continuation or termination
shall be finally, settied by arbitration. Such arbitration
shall be hei'%"?? St -;;;-,@-}?-mn be conducted in

- agcordancs with the rules of the American Arbitration Associa-
tion, Judgmant upon the awvard toné;r-d may be entared in any
court having jurisdiction of the subject natter, and which can
legally 6btlln jurisdiction of the parties by personal serviee
of process. The arbitration shall include in the award a

determination of xispou-fhlllty for the expenses of arbitra-
tion. Prior to the completion of such an arbitration, neither
party may bring an action or proceeding in any court iz the
sane arises from a claim that Ix subject to arbitration
hereunder, ‘

26. Saverability. In the event that sny part or portion

‘af this Agreemant shall be detsimined to be lnvslid or unen-
forceable, it shell be separated from the otbers and shall not
"affact the valldity of the remaining portions of this Agree-
ment, which lHll{ continus in full force and sfiwct.

¢ . N
o 27, Governing Law; Readings. This Agrsement shall be con-

strved in accordance with the law of the State of Ohic. rh-

'pazaqxaph headinga of this Agreemant are 1nc1uded for convcn-
.{ence and shall not affect the construction and 1ntcrpretltion
of this Agreentnt.

) . Alu!énabllltx. this Agreement shall not bs assignec
by Distributer without the pricr vritten approvel of the

' C&lp.ny.

LRSS T SRS
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29. Binding Agreemant, Eucept as herein othervise pro-

.vldcd to the contzary, this Agresment shall inure to the bene-
it of anad shali be binding upon the partiss signatory harete
and their respective -heirs, t:tcuio:s, adainiscrators, legal
rapresentatives, successors and assigns. ) .

IN WITNESSE WHEREOP, the partiss hereto have caused this C

Agteement to be executed oh the day and yénx fizat ibovt

o g
MATAIX ESSENTIALE, INC. Ly
Q%Q A

3
Title : T4
: Company” 7

vritten,

ANCO WEAREHOUSE, IKC, .

LO-8D00029096
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Terms of Payment1?

Suggested 3hop Price--leas LOS--less 10%--lews ullo-nniw ROO

ar - '
Desler billing--less 10K--less :I:{/].o-nn 30 ReO
{%elect the better for Distritutor)
Froight Tarmap '
Fropald on minimum ordsrs of $500.00 or mors,
Mintmuzm Order:

$500,00 vith prepaid Zrelight,
‘ o ff fror
o - CT
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5 W
HAIR &
SKIN CARE

The promimg~--

"MATRIX ESSENTIALS 15, ana always will be,
exclusively pPtofeasional,n

: Thie polioy is ana will continue to be our oredo
at MATRIX ESSENTIALS, It has been gaid thousands of timag
-8nd appears in much of our literature.

: You, as a dictributor of MATRIX ESSENTIALS
products, were chogen to repregent our preduct 1ine begause
you #8ll only to licensed hair care pProfessionals, licensed

cosmetologists, licensed estheticians and licansaed
manicurists,

rYesell auch products only to their legitimate clients.
These retail gales are baged upon the profesgionalg!
knowledge of their clients! hair and beauty needs, as well
a8 an appreglation of eagh olient's particular gkin
condition ang reguiromenta. A professicnal salon is one
which performs eithar hair care, skin care, or nail care
services by licensed hair care rofeesionals, licenseq
cosmetologists, licensed estheticiane or licenseq
manicuriste, It ig understood that professional salong, by
definition, are salons vhose greater per'centage. of grosgs
s2les are from revenyes for hair care, Cosmetoloyy,

: esthetio or manioure services, rather than from the sale of
/ products,

Additionally, in order to ensure that the MATRIX
ESEENTIALS policy ig followed, no MATRIX ESSENTIALS
Products may be sold to ARy salon or individual who has in
the past divertsg or reasonably has baen suspegied of '
diverting NATRIX ESSENTIALS products or the products of any
other profesgional hair care manufactuyrer,

Ag you Xnow, the Use of our products without
appropriate instruction tan result in customey
dissatisfaction and in sone Qases, ph{sical harm. our
policy of continuing education for ha rdressors, thereny
‘giving thenm greater knowledye in the use and application of

30401 CARTER STREEY SOLON, QHIO 441239 , 216-24%.3700 . FAX 216.248.3%80

LO-SD00029030
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our products, will continue to be the backbone ef our
business~-and yours--and by this method, the use and sale
of our products will continue teo flourish in an environment
where the public's.needs and requirements are best served
through the individualigzad attention that only a licensed.
hair care professional, licensed cosmetologiet, liocensaad
estheticlan or licensad manicurist oan give.

MATRIX ESSENTIALS believes that our policy is to
the mutual benefit of the hairdresser and the public., Any
deviation from this policy is & violation of our agreement,
Sales made by distributors to unauthorized locations, to
other distributors (unless exgrnnsly authorized by MATRIX
ESSENTIALS in writing), or sh pwents to or for salesmen not
in thelr direct enployment will not be tolersted. 1In the
event that any MATRIX ESSENTIALS products mold to you are
discoversd to be for sale by any unauthorized person or
entity or by any person or entity outside of your
authorized Territory, MATRIX ESSENTIALS, in addition to any
other righte it may have at law or in equity, may acguire
guch products on such terms and conditions and at #uoh
prices as way be then available to MATRIX ESSENTIALS,
whereupon MATRIX ESSENTIALS may require you to purchase
such producte from MATRIX ESSENTTALS at 2 price ggual to
MATRIX BSSENTIALS cost of a uiring such products,
including the cost of, and :gl expenses raelated to, the
aoquisit?on of the products by MATRIX ESSENTIALS and the
subsequant resale theraeof to you.

Distribytor agrees to reasonably monitor the
sales of MATRIX ESSENTIALS producte and, if necessary,
allow MATRIX ESSENTIALS to audit thoss sales in order to
ensure compliance with our distribution policy. _

Distributor agrees that, should its
distributorship with MATRIX ESSENTIALS terminata for any
raeason whateoever, it will promptly return to MATRIX
ESSENTIALS all MATRIX ESSENTIALS products in its poseession
for credit at the price paid by dfstributor for the
products,

The reconfirmation of this policy is considered
to be important to the goodwill of both our companies in
order to better merve the professionale who use MATRIX
ESSENTIALS products,

Wa request that this policy statement be signed
and returned to MATRIX ESSENTIALS' offices at 30601 Carter
8treet, Bolon, Ohio 44139, within 15 daye of receipt,
Thank you in advance for your cooperation in this matter,

LO-SD00029031
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It is our sincare bellef that the profesgeional
industry, your professional distributorship, and the MATRIX
ESSENTIALS organization will all benefit by this
reconfirmation of "our promise--

"MATRIX ESSENTIALS is, and always will bae,
excluslively profesgional M

Accapted and agreed to in full
byt

gﬂghg%gz%gfgﬁ ¢ﬁf S(nﬁth-;szc..
ama of Dletributor
BY1 @% //"M‘
Y >

T ure and Title} :

57293

Date

oplue s b

Millar
President

LO-SD00029032




