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ARTICLES OF MERGER
Merger Sheet

MERGING:

CARLSON TRAVLE AGENTS INTERNATIONAL, INC., a Minnesota corp not
authorized to transact business in Fla

?

INTERNATIONAL FRANCHISE GROUP, INC. which changed its name to

CARLSON TRAVEL AGENTS INTER;IATIONAL, INC., a Florida corporation,
03077

File date: May 23, 1997

Corporate Specialist: Annette Hogan

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314




ARTICLES OF MERGER
FOR FILING WITH THE
FLORIDA SECRETARY OF STATE

The undersigned corporations, pursuant to Section 607.1107 of the Florida o
Business Corporation Act hereby execute the following Articles of Merger: P 4
o 2

FIRST: The names of the corporations proposing to merge and the names &,"“ih’é-‘ ~
states or countries under the laws of which such corporations are organized are as ‘
follows:

d )

€

CARLSON TRAVEL AGENTS INTERNATIONAL, INC. Minnesota

("Merged Corporation™)

Florida

INTERNATIONAL FRANCHISE GROUP, INC.
(“Surviving Corporation™)

SECOND: ‘The laws of the State of Minnesota under which CARLSON
TRAVEL AGENTS INTERNATIONAL, INC. is organized permit such merger and

CARLSON TRAVEL AGENTS INTERNATIONAL, INC. is complying with those laws
in effecting the merger.

THIRD: The plan of merger is attached hereto and incorporated herein as Annex

FOURTH: The effective date of the certificate of merger shall be the 22nd day of
May. 1997,

FIFTH: Elfective upon the filing date of the Articles of Merger. Article I of the
Articles of Incorporation of INTERNATIONAL FRANCHISE GROUP, INC. is hereby
amended to read as follows:

ARTICLE L

The name of this corporation shall be CARLSON TRAVEL
AGENTS INTERNATIONAL, INC.

SIXTH: The plan of merger was adopted by the shareholders of CARLSON
TRAVEL AGENTS INTERNATIONAL, INC.. on the 14th day of April. 1997, and was
adopted by the sharcholders of INTERNATIONAL FRANCHISE GROUP, INC., on the
20th day of May, 1997,



Signed this 22nd day of May, 1997.

G 380771 v2

INTERNATIONAL FRANCHISE GROUP,
INC.

By: é//f%

Rog(r' E. Bfock
Chairman of the Board of Directlors

CARLSON TRAVEL AGENTS
INTERNATIONAL, INC.

élﬂﬁ'l Dign:t{

Vice President
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AGREEMENT, (hereinafter, jogether with the Exhibits annexed hereto the “Agreement™)
made and entered into as of the day of April, 1997, by and among CARLSON TRAVEL
GROUP. INC., a California corporation (“Purchaser™), CARLSON TRAVEL AGENTS
INTERNATIONAL, INC., a Minnesota corporation and a wholly-owned indirect subsidiary of
Purchaser (“Newco™), and INTERNATIONAL FRANCHISE GROUP, INC.. a Florida
corporation, (the “Company"), and ROGER E. BLOCK, an individual residing at 2792 Heron
Place, Clearwater, Florida 34622 (the “Principal Shareholder™).

RECITALS

The Boards of Directors of Purchaser and Newco and the Principal Shareholder and the
Board of Directors of the Company, deeming it advisable for the mutual benefit of Purchaser,
Newco and the Company and their respective shareholders that Purchaser acquire the Company
by the merger of the Company and Newco under the terms and conditions hereinafter set forth
(the “Merger”), have approved this Agreement and Plan of Merger (the “Agreement”).

NOW, THEREFORE, in consideration of mutual covenants, agreements, représentations
and warranties herein contained, the parties hereby agree that the Company and Newco shal| be

merged and that the terrns and conditions of the Merger and the mode of carrying the same into
effect shall be as follows:

ARTICLE |

PLAN OF MERGER

SECTION 1.1 Actions to he Taken. Upon performance of all of the covenants and
obligations of the parties contained herein and upon fulfiliment (or waiver) of all of the
conditions to the obligations of the parties contained herein, at the Effective Time of the Merger
(as hereinafter defined) and pursuant to the Business Corporation Act of the State of Minnesota

(the "MBCA™) and the Florida Business Corporation Act (the “FBCA™, the following shall
occour:

1.1 Newco shall be merged with and into the Company, which shall be the surviving "o
corporation (the “Surviving Corporation”). The separate existence and corporate organization of
Neweco shall cease at the Effective Time of the Merger, and thereupon the Company and Newco
shall be a single corporation, the name of which shall be Carlson Travel Agents [nternational, :
Inc. The Company, as the Surviving Cerporation, shall succeed, insofar as pemmitted by law, to o

all of the rights, assets, liabilities and obligations of Newco in accordance with the MBCA and
FBCA.
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1.1.2 The Articles of Incorporation of the Company shall be and remain the articles of
incorporation of the Surviving Corporation until amended as provided by law.

1.1} The By-Laws of the Company shall be and remain the by-laws of the Surviving
Corporation uatil amended as provided by law.

t.1.4 Until changed in accordance with the articles of incorporation and by-laws of the
Surviving Corporation, Curtis L. Carlson and Lee Bearmon shall be the directors of the
Surviving Corporation.

L.1.5 Until changed in accordance with the articles of incorporation and by-laws of the
Surviving Corporation, the following persons shall be the officers of the Surviving Corporation:

Name Qffice
Curtis L. Carlson Chairman
Michael Batt President
Pam Myhr Vice President
John Dignan Vice President, Chief

Financial Officer

Lee Bearmon Vice President Legal
D.M. Hamann Vice President Tax
Gerald W. Hogan Secretary
DanE. Lee Assistant Secretary

1.1.6  As soon as practicable after the terms and conditions of this Agreement have been
satisfied, and upon consummation of the closing referred to in Article VIII hereof (the
“Closing™), articles of merger consistent with this Agreement in the form prescribed by, and
properly executed in accordance with, the MBCA and the FBCA, in form and substanc=
satisfactory to the parties hereto and providing for immediate effectiveness of the Merger (the
"Artcles of Merger™), shall be filed with the Secretary of State of the State of Minnesota and the
Secretary of State of the State of Florida. The Merger shall become effective on the date on
which the Articles of Merger are properly filed with such Secretaries of State pursuant to the
MBCA and the FBCA, and if the Articles are not filed on the same date then the Merger shall
become effective on the later of the two dates of filing. As used in this Agreement, the
“Effective Time of the Merger" shall mean such date.

SECTION 1.2 . Following the Effective
Time of the Merger, each of the issued and ousstanding shares of common stock of Newco shall,

by virtue of the Merger and without any action on the part of Purchaser be converted into

outstanding shares of common stock of the Surviving Corporation, Each share shall be fully paid
and non-assessable.

SECTION 1.3 Definjtions. For purposes of this Agreement, the following terms shail
have the following meanings:
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1.3.1 Theterm “Company Common Stock” shall mean the Company's common stock

of .01 par value per share.

1.32 Theterm “Company Original Preferred Stack” shall mean the Company’s 10
Non-Cumulative, Convertible Preferred Stock of $100.00 par value per share.

1.3.3  The term “Company Preferred Stock B" shall mean the Company's 10% Nonp-
Cumulative, Non-Convertible Preferred Stock of $100.00 par value per share.

1.34  The term “C.anmkmfgmd_sjm" shall mean the Company’s 15% Non-
Cumulative Preferred Stock of $100.00 par value per share.

1.3.5 The term “Company Preferred Stock™ shall mean all Preferred Stock of the

Company, including the Company Original Preferred Stock, the Company Preferred Stock B.
and the Company Preferred Stock C.

1.3.6  The term Numb:mmmmmg_gmmm shall be the aumber of
1ssued and outstanding shares of the Company Common Stock at the Effective Time of the
Merger.

1.3.7 The temn “Broportionate Share™ shail, for each outstanding share of Company
Common Stock, be the aumber, expressed as a decimal, obtained by dividing one (1) by the

Number of Outstanding Common Shares.

1.3.8  The term “Common Closing Pavment” shall mean $3,099,237, which is the
amount which will be paid by Purchaser at Closing for distribution to the holders of cutstanding
shares of Company Common Stock after the Effective Time of Merger.

1.3.9  The term “Note" shall mean that cenain promissory note substantially in the form
of Exhibit A attached hereto in the principal amount of $387,405 and bearing simple interest at
the rate of seven and one-half percent (7%%) per anoum. The entire principal balance of the
Note, together with any accrued interest, shall be due and payable on the third anniversary of the
Closing Date, subject to the exercise of any rights of offset provided hersin by Purchaser.
Interest under the Note shall be payable every six (6) months; provided, however, that where the
amount of interest payable to any recipient under the Note is less than $ 10.00 no payment of
interest shall be made until the interest has accumulated to $10.00. In any event, if not sooner

e principal balance of the Note is due. The Note will
¢ Principal Shareholder who will hold the Note on

s of Company Common Stock at the Effective Time of
Merger (the “Common Shareholders™).

1.3.10 The term “Note Payment” shall mean the total amounts actually paid under the
accordance with and subject to the terms and provisions of this Agreement, including

Note in
interest,
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SECTION 1.4 . As af the

Effective Time of the Merger, by virtue of the Merger and without any action an the part of any
sharcholder of the Company:

1.4.1 Treasury Shares. Any share of the Company Common Stock held in the treasury
of the Company, shail be canceled and retired. No cash, securities or other consideration shal b-

paid or deiivered in exchange for such Company Common Stock under this Agreement.

An amount equal to the Proportionate Share multiplied by the
ing Payment. This amount wil] be paid after the Effective Time of
Merger upon surrender of stock certificates, as provided in Section 1.4.3 below,

with payment to be made withig five (5) days afier receipt of the stack
certificates.

®)

(c) An amount equal to the Proportionate Share multiplied by the
Contingent Payment, if and 0 the extent paid hereunder. The Surviving
Corporation wil| pay the amount of any Contingent Payment due to the former
Common Sharehoiders, subject to the requirements of Section 1.4.3.

(Hereinafter the foregoing cash payments are sometimes collectively referred 1o as the “Cash
Conversion Amounts” )

1.4.3 Smndﬂ_qf_cgmﬁmﬂ After the Effective Time of the Merger, each holder of

a0 outstanding certificate or certificates theretofore representing shares of Company Common
Stock converted pursuant to Section 1.4.2 hereof (*Company Common Stock Cenificates™),
upon surrender thereof to Purchaser as provided herein, shall be entitled to receive in exc

hange
therefor the amounts provided in Section 1.4.2, without interest.
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Until so surrendered, each outstanding Company Common Stock Centificate shall be

deemed for all purposes to represent the Cash Conversion Amounts for the shares represented by
the Certificate,

To surrender a centificate, a h
Company, and must deliver and wi

1)

exchange of such Company Stock paid to the record holders thereof the
Cash Conversion Amount for the shares of Company Common Stock.

Whether or not a Company Common Stock Certificate is surrendered, from and after the
Effective Time of the Merger, such Certificata shall under no circumstances evidence, represent
or otherwise constitute any stock or other interest whatsoever in the Company, the Surviving
Corporation or any other person, firm or corporation.

1.4.4  Dissenters. The shares of Company Common Stock held by those shareholders of
the Company who have tmely and properly i i i

the provisions of the FBCA applicable to dis

herein as “Dissenting Shares”. i i

provisions). If any holder of Dissenting Sh

rights under the Appraisal Laws, such Dissenting Shares shall be converted into the right to
receive the Cash Conversion Amounts in accordance with the provisions hereof.

SECTION 1.5 If and only 10 the extent camed in accordance
with the provisions of this section, Purchaser wil} Pay an amount (the “Contingent Payment”) of
up to (but not to exceed) $387,405 for distribution as provided above,

The amount of the Contingent Payment which is dye will be determined based op a
comparison of (a) the number (the “Originai Number™) of TAI franchisees, as defined below, a1
the time of Closing (the "Original Franchisees"), to (b) the number (the “Two-Year Number™)
equal 1o (i) the number of start-up franchisees who are franchisees on the Determination Date, as
defined below, including for these purposes both Original Franchisees who continue to be
franchisees on said date and new start-up franchisees, as defined below, added after the closing
who are still franchisees on said Date, reduced by (ii) the number of Carlson Wagonlit
franchisees, as specified below, who on the Closing Date were within a non-compete area
granted to an Original Franchisee, and who have ceased for any reason (o be a Carlson Wagonlit
franchisee by the Determination Date. If the Two-Year Number is equal to or greater than the
Original Number, the $387,405 will be payable in full. If the Two-Year Number is seventy

3
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percent (70%) or less of the Original Number, no contingent payment will be due. If the Two-
Year Number is between seventy percent (70%) and one hundred percent ( 100%) of the Original
Number, a proportionate amount of the $387.405 will be payable.

For purposes of this section, a “Carlson Wagonlit franchisee” shall mean the franchisee of
the Carlson Wagonlit system: provided, however, this shall not include such franchisees who are,
as of the Closing Date or the Determination Date, as applicable, either ninety (90) or more days
in arrears for more than $1,000.00 or operating under expired franchise agreements. Exhibit F
attached hereto specifies Carlson Wagonlit Franchisees who the parties understand are, as of the

date of this Agreement, within a ron-compete area granted to an Original Franchisee and who
satisfy the requirements of this paragraph.

For purposes of this section, the “Determination Date” shall mean the second anniversary
date of the Closing; provided, however, thatif a UFOC permitting sales of start-up franchises is
not in place within thirty (30) days of the Closing Date then, at the option of the Principal
Shareholder to be exercised within thirty (30) days after the second anniversary of the Closing
Date, the Determination Date shall be the Closing Date extended by the number of davs over
thirty (30) until the UFOC was in place.

A prospective franchisee shall be deemed to have become a franchisee on the first date on
which both the prospective franchisec has executed a franchise agreement and has paid
i i issory note) on a non-contingent, non-

coanection. it is understood that the initia]
franchise fee (excluding amounts charged for additional services, furniture, equipment and other

start-up related expenses) charged to start-up franchisees shall not exceed $30,000 during the
time period beginning on the Closing Date and eading on the Determination Date, A franchisee
shall be deemed to have ceased to be a franchisee on the first date on which notice of termination
to said franchisee becomes effactive.

For purposes of this section, a “TAI franchisea™ shall mean a franchisee of the Trave|
Agents International Franchise System (but not of the Travel Academy Franchise System)
operated by Travel Agents Intemational, Inc. (“TAI™), which is a wholly-owned subsidiary of the
Company; and a “new stant-up franchisee” shall mean a travel business franchisee who is added
as a franchisee after the Effective Time of Merger who did not previously operate a retai] travel
agency. Therefore, travel franchisees who are independents who are added to the Carlson
franchise system operated by Purchaser or its affiliates or the Travel Agents [nternational
Franchise System under Purchaser's ownership or who are converted from other franchise
systems would not be considered new start-up franchisees. Similarly, franchiseas who are

acquired by Purchaser or its affiliates through an acquisition would not be considered new start-
up franchisees.

The amount of the contingent payment, if any, payable under these provisions will be
paid nunety (90) days afier the Determination Date, together with simple interest on said amount

at the rate of seven and one-half percent (74%) per annum, caleulated from the Closing Date,
Amounts payable under this section are subject to offset for claims that Purchaser may have

6
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under or in connection with this Agreement, as elsewhere provided herein. (An example of the
operation of the Contingent Payment provisions is set forth on Exhibit G.)

SECTION 1.6 . As of the

Effective Time of the Merger, by virtue of the Merger and without any action on the part of any
shareholder:

1.6.1 TIreasury Shares. Any shares of the Company Prefarred Stock heid in the treasury
of the Company, shall be canceled and retired. No cash, securities, or other consideration shal|
be paid or delivered in exchange for such Company Preferred Stock under this Agreement.

1.6.2  Conversion. Except as provided herein with respect to Dissenting Preferred

(as hereinafter defined) and shares canceled pursuant to Section 1.6.] hereof, at the
Effective Time of the Merger, each share of Company Preferred Stock which is issued and
outstanding shall be converted into an amount of cash equal to $100.00, which is the par value of
cach share of Company Preferred Stock (the “Preferred Stock Payment™).

Whether or not a Preferred Stock Certificate is surrendered, from and after the Effective
Time of the Merger such Certificate shall under no circurnstances evidence, represent or
otherwise constitute any stock or other interest whatscever in the Company, the Surviving
Corporation or any other person, firm or corporation.

1.6.4 Dissenters. The shares of Company Preferred Stock held by those shareholders of
mpany who have timely and propetly exercised their dissenters' rights in accordance with
the provisions of the FBCA applicable to dissenters’ rights (the “Appraisa| Laws™) are refarred to
herein as “Dissenting Preferred Shares” Each Dissenting Preferred Share, the holder of which,

provided by Purchaser (but only after the amount thereof shall have been agreed upon or finally
determined pursuant to such provisions). If any holder of Dissenting Preferred Shares shall
effectively withdraw or lose his dissenters’ rights under the Appraisal Laws, such Dissenting
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Prefetred Shares shall be converted into the right te receive the Preferred Stock Payment in
accordance with the provisions hereof.

SECTION 1.7 Qptions. Prior to the Effective Time of the Merger, all options,
warrants, or other rights to purchase or acquire shares of Company Common Stock or shares of
Company Preferred Stock (hereinafter collectively “Options™) which are outstanding and
unexercised shall be canceled at no cost or expense to the Company and without issuing any
shares therefor, so that at the Effective Titne of the Merger there shall be 1o outstanding and

unexercised outstanding Options with respect to either Company Common Stock or Company
Preferred Stock.

SECTION 1.8 Eurther Assurances. From time to time, on and afler the E ffectjve Time
of the Merger, as and when requested by Purchaser or its successors or assigns, the proper
officers and directors of the Company immediately before the Effective Time of the Merge:. the
officers and directors of the Surviving Corporation at the time of the request, or other proper
officers or directors, shall, at Purchaser's ex
Company, or otherwise, execute and delive

rporation title to and possession of al]
the properties, rights, privileges, powers, franchises and immunities of the Company and
otherwise to carry out fully the provisions and purposes of this Agreement.

ARTICLE 1T

T pe A e LTI COeany

therein relate. To avoid repetitive listings, where eXceplions or matters are required to be listed
by more than one section thereunder, they can be listed in subsequent sections by cross-
reference. Except for exceptions set forth in reasonable detail in the Disclosure Letter and
specifically referring 1o the warranty or warranties to which the exception relates, the Company
and warrant to, and agree

pt only as otherwise specifically
provided herein, as of the Effective Time of Merger as if made and agreed on said date:

SECTION 2.} Subsidiaries. The Company owns, either directly or indirectly, all of the
issued and outstanding stock and other equity interest in the following corporations (collectively
the “Subsidiaries” and individually a “Subsidiary™): Travel Agents [ntemational, Inc., a Florida
corporation, CBM Financing Corp., a Florida corporation, First Travel Systems, Inc., a Florida
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corporation, Heiress Franchising Corporation, a Florida corporation, and T.A . Franchising
Corp., Inc., a Florida corporation.

Except for its ownership of the stock in the Subsidiaries, the Company has no equity
interest in any corporation, partnership, limited liabiliry company, joint venture or other business
entity. Each Subsidiary has no equity interest in any corporation, parmership, limjteq liabiliry
company, joint venture or other business entity.

SECTION 2.2 Organization. Each of the Company and each Subsidiary isa
corporation, duly organized, validly existing, and in good standing under the laws of the State of

SECTION 2.3 Capitalization. The Company is authorized 1o issue only:

{a) 4,000,000 shares of Company Common Stock of $.01 par value;

(®) 5,000 shares of Company Original Preferred Stock of $100.00 par
value per share;

(c) 25,000 shares of Company Preferred Stock B of $100.00 par vajue
per share; and

(d) 25,000 shares of Company Preferred Stock Cof $100.00 par value
per share.

No other shares of stock, common, preferred, or otherwise, or other equity interests, are
authorized.

As of the date hereof, there are 3,099

outstanding (the “Outstanding Common Shares™). The Outstanding Common Shares are owned
as specified on the Disclosure Letter attached hereto. All of the Outstanding Common Shares
have been fully paid, have been validly issued, and are non-assessable. Holders of the
Outstanding Common Shares do not have preemptive rights.

the date hereof (the “Outstanding Preferred Shares"), consisting of 805.63 shares of Company
Original Preferred Stock, 2,472.3] shares of Company Preferred Stock B. and 216.42 shares of
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Company Preference Stock C. The OQutstanding Preferred Shares are owned as specified on the

Disclosure Letter. All of the Outstanding Preferred Shares have been fully paid, have been

validly issued, and are non-assessabie. Holders of the Outstanding Preferred Shares do not have
rsion rights. No shares of Company Preferred Stock C have ever been

Except with respect to options covering 170,000 shares of Company Common Stock aij
of which are held by the Principal Shareholder, the Company does not have outstanding any
i » Or contracts or any other rights entitling
pital stock of any class or kind, or securities convertible into
such shares. Prior to the Closing hereunder (which may be immediately prior to the Closing), the

Company. Immediately prior
Company Common Stock shall not ex
Common Shares,

The Company does not have in effect any stock purchase pian.

At the Closing and at the Effective Time of the Merger, (i) each of the Principai
Block, shall have good and marketable title to the sharas

5, liens and encumbrances, and (ii) there will not be
outstanding any options or warrants to purchase, or contracts to ISSue, or contracts or any other
rights entitling anyone to acquire shares of the Company's capital stock of any class or kind, or
securities convertible into such shares.

SECTION 2.4 Subsidiaries. Each Subsidiary is authorized to jgsue only the shares of
stock described for such Subsidiary in the chart below. Except as specified on such chart for
each Subsidiary, such Subsidiary does not have any other authorized shares of stock, cornmon,
preferred, or otherwise or other equity interests,

The authorized shares of stock for each Subsidiary are as follows:
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Number of

Number of Shares Shares [ssued

Travel Agents Common

The Company 500 500
[ntemational, Inc.
CBM Financing Corp. Common The Company 500 500
First Travel Systems, Common The Company 500 500
Inc.
Heiress Franchising Common The Company 500 500
Corporation, Inc.
Travel Agents Inter- Common TAl 1,000 1,000
national Franchising

Corp.

With respect to each Subsidiary, all issued and outstanding shares of stock are owned as
specified above, and have beeq fully paid, have been validly issued ang are non-assessable. The
Company has good and marketable title to such shares, free and clear of all claims, liens and
encumbrances. Holders of such shares do not have preemptive rights.

Each Subsidiary does not have outstandi
contracts to issue, or contracts or any other righ
stock of any class or kind or Securities converti

Ng any options or warrants to purchase, or

ts entitling anyone to acquire shares of its capital
ble into such shares.

, » and December 31, 1995, and the consolidated
staterments of income and retained carnings of the Company for the fiscal years ending on said

dates sudited and certified by KPMG Peat Marwick, certified public accountants (the “Annyal
Statements"), and the consolidated balance sheet of the Company as of February 28, 1997, and

the consolidated statements of income and retained eamings of the Company for the fiscal period
ending on sajd date compiled by the Company (the “Interim Statements").

complete and correct and have been prepared in

ounting principles consistently followed throughout the
periods indicated. The Annual Statements fairly present the financial performance, condition and

assets and liabilities, whether accrued, absolute, contingent or otherwise, of the Company and the
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Subsidiaries as of the dates indicated and the results of operation of the Company and the
Subsidiaries for the periods then ende

liabilities, whether accrued, absolute, contingent or otherwise, of the Company and the
Subsidiaries as of the dates indicated and the results of operations of the Company and the
Subsidiaries for the periods then ended.

SECTION 2.7 Liabilities. Except (i} for guaranties of leases where the tenant is not the
Company or any Subsidiary, and for computer reservation system guaranties each as disclosed in
detai] on the Disclosure Letter (collectively the “Guaranties™), and (ii) as and 10 the extent
reflected or reserved against in the balance sheet dated December 3 I, 1996, included in the
Annual Statements, the Company and each of the Subsidiaries had, as of the date of such bajance
sheet, no liabilities, whether accrued, absolute, contingent, liquidated or uniiquidated, or

e date of this Agreement and as of the Clos ,
iary is not, and will not be, subject to and does pot, and will not, have any

liabilities, whether accrued, absolute, contingent, liquidated or unliquidated, or otherwise, except
(i) for the Guaranties, (ii) as disclosed in such balance sheet and (ii1) except for such liabilitjes as

inary course of business of the Company and the Subsidiaries since the date
of such balance sheet, none of which newly arisen liabilities and obligations have a material

adverse effect upon the Company or any Subsidiary, or its respective organization, business,
properties, or financial condition.

SECTION 2.8 Real Estste. (a) The

3ave title to any rea estate, and has never o
the 'and and the Company's office building
Fionda 33702 (the “Office Real Property™,

n, free and clear of all encumbrances, charges
easements, restrictions, rights and conditions, other than ag reflected in Exhibit B attached hereto.

The Company's present use of the Office Real Property, and the other assets located
thereon, complies with all federal, state and local laws, regulations, zoning and other ordinances,
and private restrictions which are applicable to the Office Real Property and the other assets
located thereon: provided, however, that in the case of the requirements of the ADA, itis
understood that certain changes may be required to the Office Real Property under the ADA if it
is changed to a use other than the use as an office building or if materia modifications are made
to the building. The present use of the Office Real Propenty is not a non-conforming use under
any zoning ordinance which applies to the Office Real Property and such present use and the
Aght to repair the same does not require a conditional, special use or similar permit or variance
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from any governmental authority. There are no pending, proposed or threatened changes in anv
zoning ordinances which apply to the Office Real Property.

There are no public improvements (water, sewer, sidewalk. street, alley, curbing, etc.)
affecting the Office Real Property or other assets thereon which have been completed or are in
progress and for which assessments may be levied after closing. The Company and the Principal
Sharchalder have no knowledge of any planned improvements which may result in assessments.
No condemnation or eminent domain proceeding is pending or threatened with respect 10 the
Office Real Property or any par thereof.

All utilities, including but not limited to, telephone, city sewer, city water, electricity, and
any other utilities necessary for the operations of the Office Real Property (but not gas), are
available, connected and operational, and adequate for conducting the aperations of the Office
Real Property and the other assets thereon

Except as set forth in the Disclosure Letter, 0o portion of the Office Real Property is the
subject of any lease or leasehold interest conuact or agreement for use of the Office Real
Property. The Disclosure Letter includes a listing of al] leases, leaschold interest contracts and
agreernents, both aral and written, for use of the Office Real Property (individually an “Office

Lease”, collectively “Office Leases") as of April 1, 1997, including (
a description of any and all other tenant defaults, (ii) the name of the
and the repable area thereof, (iii) the term of the
options, (iv) the monthly rental, escalations or pass-thro aperating
costs, {v) whether the base renta] includes utilities or other services, (vi) the security or other
repaid rent, if any, and (viii) any provisions
rmization rights, allowances or any other
are in full force and effect and no tenant is
any tenant otherwise in default in the
performance of its Office Lease, except as specifically set forth in the Disclosure Letter. Except
as specifically set forth on the Disclosure Letter, there are no options or rights to renew, extend,
expand or terminate and there are no options to purchase nor are there, nor were there, any rent
concessions given 1o any of the tenants. Except as specifically set forth on the Disclosure Letter,
all rental or other payments due under the Offices Leases as of the date hereof have been paid in

full N ffice Real Property has paid rent in advance for

i} all rent delinquencies and

fespect to any of the Office Leases or which co
the exercise of any right or option contained in
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license or agreement relating thereto. Al security deposits from tenants are accurately shown on
the Disclosure Letter and no tenant is entitled to interest on any security deposit.

Company has fully complied with the terms and conditions of all of the Office Leases and
is not in default in the performance of any of them. Company will continue to fully comply with
the terms and conditions of all of the Office Leases from the date hereof up t0 and including the
date of Closing. No tenant under an Office Lease has withheld any payment under its Office

which its allocable share of real estate taxes

ffice Lease. After the date hereof,
days afier receipt of the same, Company shall provide Purchaser with copies of any notices or
communications received by Company from any tenant under any Office Lease. There is no
present state of facts which, with the giving of notice or the lapse of time or both, would resul: 1n

or give rise to a default by Company or, to Company's best knowledge, any tenant under an
Office Lease.

The Office Real Property has direct legal access to, abuts, and is served by a publicly
ed and maintained road known as Geandy Boulevard. This road provides a valid means of

ingress and egress to and from the Office Real Property, sufficient for the present operation of
the Office Real Property and the assets thereon.

Except that there is an occasional drip leak in an office on the third (top) floor of the
building, the building, structures and improvements included in the Office Real Property are in
good condition and repair, ordinary wear and tear excepted, and there is no material defsct or
wear and tear to any such building, structure or improvement, or an
or defect, which would prohibit or

Any existing casements, including, but not limited to, those upon, above or below the

Office Real Property, will not interfers with Purchaser's current use of the Office Real Property
and the assets thereon.

There are no underground tanks or wells o the Office Real Property, nor are their any
transformers, capacitors or other appliances in use or stored upon the Office Real Property which
contain PCB's. There is no urea-formaldehyde insulation and no asbestos on the Office Real
Property. There is no hazardoys substance or hazardous waste (hereinafter a “Hazardous
Substance™), as defined in the Comprehensive Environmental Response Compensation and
Liability Act of 1980 ("CERCLA™), or the Resource Conservation and Recovery Act of 1976

i derel, state ot local environmental laws, statutes or
3.C. 3251, as amended, located anywhere in or on the Office
Real Property. No condition exists, and no activity has ever been conducted at the Office Real
Property or adjoining properties which has given rise to, or may give rise to, any liability or

14
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obligation under any applicabie federal, state or local environmental protection, health, safety, or
similar law, whether statutory or common law.

Except in the ordinary course of its own business where the Company has comptied with
the legal requirements applicable thereto, the Company has not engaged in the business of
generating, transporting, storing, reating or disposing of Hazardous Substances in or on the
Office Real Property; the Office Real Property has not been used for the storing or disposal of
waste or for storing or disposal of Hazardous Substances prior to or during the period that Seller
has been an owner of the Office Real Property; and neither the Office Real Property nor any of
its various components contains, is composed of, or emits any hazardous, toxic, or contaminated
chemicals, substances, materials or pollutants or other Hazardous Substances. The Company and

€s, materials or pollutants
Property during or prior to the
Ip or possession of the Office Real Property.

The Company is not a party to, and is not currently threatened with, any legal action or
other proceeding before any court or administrative agency relating to or affecting the Office
Real Property or any portion thereof. The Company has not been charged with, and is got under

investigation regarding any violatian of any law or adminjstratjve regulation, federal, state or
local concerning the Office Real Property.

(b)  The Company and each Subsidiary does not lease any real estate other than
pursuant to the real estate leases listed on the Disclosure Lenter (the “Rea Estate Leases”). True,
correct and complete copies of the Real Estate Leases have been delivered to Purchaser, Except
as set forth in the Disclosure Letter, and, other than pursuant 1o the Real Estate Leases, the

ot leased any other real estate

iary, as appropriate, and the other party thereto is not in
default under the Real Estate Leases, and there are no facts which, with notice and/or the passage
of time, would constitute such adefault. All buildings |eased by the Company or a Subsidiary
pursuant to the Real Estate Leases are in good condition, normal wear and tear excepted, and the
heating, air conditioning, plumbing and electrical systems of each such building are in good
operating order, ordinary wear and lear excepted. The Company and each Subsidiary has not
received notice that said buildings do not comply with municipal

»
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leases (“Personal Property Leases”™) which are listed on the Disclosure Letter, true, current,
correct and completa copies of which have been delivered to Purchaser, Each of the Company or
the Subsidiary, as appropriate, and the other parties thereto is not in defauit under any of the
Personal Property Leases, and each of the Company and the Principal Shareholder is not aware
of any fact which, with notice and/or passage of time, would constitute such a defaul:, Ng
consent is required under the Personal Property Leases in connection with the Merge:

SECTION .10 Awsets. The equipment, furniture, computers, and other tangibe
personal property (other than inventory) owned, leased or used by the Company or any
Subsidiary in its business is in good condition, normal wear and tear excepted, and is in good
operating order. The Disclosure Lener attached hereto lists afl fumiture, equipment, and other
tangible personal property of the Company or any Subsidiary (other than inventory and supplies)
having an original cost of $500.00 or more. The Disclasure Letter also lists all equiptnent, -
furniture, computers and other tangible personal property which (i) is used by the Company or R
any Subsidiary or which is located on the Company's or any Subsidiary’s premises (owned or e
leased) and (ii) which is not owned by the Company or such Subsidiary, except for items |eased

date of the [nterim Statement no tangible assets (whatever their original cost) have been
transferred from the Company or any Subsidiary, whether by sale, dividend or otherwise.

SECTION 2.11 Eranchise Matters.

{b) TAL System. With respect to the TAT System, the Disclosure Letter lists:

(i) All present franchisess, all present subfranchisors,
and all present regional franchisees or licensees of the TAI System,
together with a listing of the franchise agreements and any other
agreements to which such PErsons are party with TA the
Company or any other Subsidiary. The Disclosure Letter identifies
those present franchisees who purchased their franchise through a
present or former regional franchisee or licensee.

(ii) All former franchisees, former subfranchisors, or
former regional franchisees or licensees of the TAI System who
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were such at any time within the previous six years with, in
addition, any other former franchisees, former subfranchisors, or
former regional franchisees or licensees who, 1o the best
knowledge of the Company and the Principal Shareholder, have
any reasonable basis for a clajm against the Company or any
Subsidiary. The Disclosure Letter identifies those former
franchisces who purchased their franchise through a present or
former regional franchisee or licensee.

(i1} All eurrent litigation, or, to the best knowledge of
the Compaay and the Principal Shareholder, claims or other
disputes, between the Company and any Subsidiary and any
Present or former franchisee, subfranchisor, or regional franchisce
or licensee of the TAI System, as well as any such matter which
existed since J anuary [, 1993, including a brief description of any
such claim, litigation, or dispute. In the case of all such claims,
litigation, or disputes, the Company has provided Purchaser with
copies of all documents rejevant thereto and in addition has
afforded Purchaser the Opportunity to obtain information from
personnel of the Company or its Subsidiaries who have knowledge

regarding the matter, as wal| a5 from any outside professionals who
have such knowledge.

(iv)  Any violations or conditions which would be
violations of state or federal franchise laws or business opportunity
laws or any fraud or misrepresentation in connection with the offer
and/or sale of any present or former franchisee, subfranchisor, or
regional franchisee or licensee of the TAI System.

(v) As of March 31, 1997, of al] franchisees,
subfranchisors, or regional franchisees or licensees in the TAI
Franchise System who have arrangements to make payments other
than as specified in their franchise agreements, who are financially
in arrears (over 30 days) under obligations to the Company or any
Subsidiary or who are otherwise in default under their agreements
with the Company or any Subsidiary.

(vi} Al new or proposed franchises (people who have
been given a UFOC since January 12, 1997), subfranchises or
regional franchises or licenses being developed or negotiated, or
any agreements with present or former franchisees or any other
parties to acquire franchises now or in the future,

(vii) Al corporate owned locations.
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True, current, correct and complete copies of all listed documents have been provided to

Purchaser, or in the case of the franchise agreements have been made available, to Purchaser for
review,

(c) Trave| Academy Systemn. With respect to the Travel Academy System. the

Disclosure Letter lists:

(i) All present franchisces, all present subfranchisors,
and all present regional franchisess or licensees of the Trave|
Academy System, together with a listing of the franchise
agrecments and any other agreements to which such persons are
party with TA!, the Company or any other Subsidiary. The
Disclosure Letter identifies those present franchisees who
purchased their franchise through a present or former regional
franchisee or licensee.

{ii) All former franchisees, former subfranchisors, or
former regional franchisecs or licensees of the Travel Academy
Systemn who were such at any time within the previous six years
with, in addition, any other former franchisees, former
subfranchisors, or former regional franchisees or licenseas who, to
the best knowledge of the Company and the Principal Shareholder,
have any reasonable basis for a claim against the Company or any
Subsidiary. The Disclosure Letter identifies those former
franchisees who purchased their franchise through a present or
former regional franchisee or licensee.

(i)  All current litigation, or, to the best knowledge of
the Company and the Principal Shareholder, claims or other
disputes, between the Company and apy Subsidiary and any
present or former franchisee, subfranchisor, or regional franchisee
or licensee of the Trave| Academy System, as wel] as any such
matter which existed since January |, 1993, including a brief
description of any such claim, litigation, or dispute. In the case of
all such claims, litigation, or disputes, the Company has provided
Purchaser with copies of all documents relevant thereto and in
addition has afforded Purchaser the opportunity to obtain
information from personnel of the Company or its Subsidiarjes
who have knowledge regarding the matter, as we]] as from any
outside professionals who have such knowledge.

(iv)  Any violations or conditions which would be
violations of state or federal franchise laws or business opportunity
laws or any fraud or misrepresentation in connection with the offer

L]
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and/or sale of any present or former franchisee, subfranchisor, or
regional franchisce or licensee of the Trave| Academy System.

(v} Asof March 31, 1997, of all franchisees,
subfranchisors, or regional franchisees or licensees in the Trave|
Acaderny System who have arrangements to make payments other
than as specified in their franchise agreements, who are financially
in arrears (over 30 days) under obligations 1o the Company or any
Subsidiary or who are otherwise in default under their agreemeats
with the Company or any Subsidiary.

(vi}  All new or proposed franchises (people who have
been given UFOC since January 12, 1997), subfranchises or
regional franchises or licenses being developed or negotiated, or

th present or former franchiseas Or any other
parties to acquire franchises now or in the future,

(viiy  All corporate owned |ocations.

True, current, correct ang complete copies of all listed documents have beep provided to

Purchaser, or in the case of the franchise agreements have been made available, 10 Purchaser for
review,

The Company and each Subsidiary is
franchise or other laws relatin

The Disclosure Letter lists all pames, trademarks, service marks, and other
intangible property, whether registered or unregistered, utilized by the Company or any
Subsidiary in connection with any franchise operations. The present operations of the Company
and each Subsidiary of the Franchise Systems, and g} such intangible property utilized by the
Company and/or any Subsidiary, do not infringe upon the patent, trademark, franchise,
copyright, of other rights of any kind of any third party. To the best knowledge of the Company
and the Principal Shareholder, no third party is infringing in any way upon intangible property
beld by the Company or any Subsidiary with respect to the Franchise Systems.
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operation of the TAI System and the Trave] Academy System will remain in full force and effect

after the Merger, and no consent or approval o
agreements remain in ful] force and effect.

(h) To the best knowledge of the C

fany person is needed in order tha said

ompany and the Principal Shareholder, no

franchisee, subfranchisor, or regional franchisees or licensees of, and no significant supplier to,
the TAI System or the Travel Academy System intends to cease being a franchisee,

subfranchisors and regional franchisees or lice
relationship, whether as a result of the Merger

owned or used (whether by license or otherwis

nsees or a supplier or otherwise modify its
or otherwise.

¢) by the Company and each Subsidiary in its

business, including all distributorship, franchise and license agreements (whether the Company is
the grantor or grantee of such distributorship, franchise or license), patents, patent applications,

inventions, rademarks, trademark applications, registered copyrights, trade names, and trade

The Company or the Subsidiary, as appropriate, is the sole and exclusive awner of each of said
items of intangible personal property shown as owned by it. Said items represent the only
intangible personal property required by the Company and each Subsidiary in order 10 operate
the businesses presently conducted or contemplated by the Company and such Subsidiary.

pending, or, to the best knowledge of the Company and the Principal Shareholder, have been
threatened 1o terminate or cancel any such agreements or which challenge the right of the

date. No part of the business carried on by the
of the Company or any Subsidiary, and none o
infringe or violate the patent, trademark, trade

Compary or any Subsidiary, no product or service
f the Company’s or any Subsidiary's assets
name, copytight, trade secret or the other rights of

any other person. Except as set forth on the Disclosure Letter, the Company and each Subsidiary

has the unrestricted right to use, free from any

rights or claims of others, al} trade secrets and

customer lists which it has used or which it i$ now using in connection with the sale of any and
all products or services which have been or are being sold by it.

SECTION 1.13 Accounts Receivable.

The accounts receivable and notes rece
reflected in the Balance Sheets included in the
onginated in the ordinary course of jts busines
subject to any defense, counterclaim or setoff,

ivabie of the Company and the Subsidiaries
Annual Statements and in the Interim Statement

S, are valid, and are fully collectible and not
except and only to the extent of the reserve against

accounts receivable shown on the Balance Sheets included in such Statements (the “Reserve™),
(Although the Disclosure Letter may disclose that certain accounts receivable or notes receivable
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are in arrears or otherwise not performing, it is understood that such disclosure wil| net affect the
warranty set forth in this Sectjon 2. 13, it being intended that such accounts receivable and potes
receivable be fully collectible subject only to the Reserve.)

SECTION 2.14 Title to Assets. The Company or a Subsidiary, as appropniate, has good
and marketable title in and to all of the property reflected in the December 3 1, 1996, balance
sheet included with the Annual Statemeats, plus all assets purchased by the Company or any

ed and described on the Disclosure Letter, and
(b) liens for current taxes or assessments not yet due or delinquent.

SECTION 2.15 Contracts.

) employment agreements and any other contracts or understandings
with or loans to any of the Company's or any Subsidiary’s shareholders, officers,
directors, employees, consultants, salesmen, distributors or sales representatives,
including but not limited to any which relate to bonuses or deferred compensation

(b)  any employee benefit plan made available by the Company or any
Subsidiary to any of its employees;

(c) any collective bargaining agreement or other agreement with any
union;

(d) any outstanding contracts with customers;

(&) any deeds of trust, mortgages, conditional sales contracts, security
agreements, pledge agreements, trust receipts, or any other agresments or
arrangements whereby any assets of the Company or any Subsidiary are subject to
a lien, encumbrance, charge or other restriction:

43 any loan agreements (whether for borrowing or lending), letters of
credit or Lines of credit;

(8)  any contracts restricting the Company or any Subsidiary from
doing business in any areas or in any way limiting competition and any contracts
which limit, restrict or transfer nghts to any technology wiilized or developed by
the Company or any Subsidiary or which establish rights of a supplier or customer

ts
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'0 a particular product or service marketed or being developed by the Company or
any Subsidiary; for each such contract, the Disclosure Letter briefly describes the
restrictions or limitations contained in the contract:

(h)  any construction contracts, or contracts for the purchase of
equipment, and any contracts calling for aggregate payments by the Company or
any Subsidiary in excess of $5,000 and which are not termingble without cost or
liability on notice of 90 days or Jess:

(i) any joint venture, partnership or limited partnership agreement
involving the Company or any Subsidiary;

{) any indemnification by the Company or any Subsidiary and any
guarantees by the Company or any Subsidiary of the obligations of any other
party except those resulting from the endorsement of customer checks deposited
by the Company or any Subsidiary for collection;

k) any license or franchise agreement, either as licensor or licensee or
franchisor or franchises, including any such agreements relating to intangible
property, and any distributorship, dealership, or sales agency agreement.

0} any insurance policies or contracts;

(m)  any other contracts which may have material impact on the
Company’s or any Subsidiary’s results of operations or financial condition; and

(o) Any commitments to enter into any of the types of contracts and
obligations referred to in this Section.

The Company has not received natice of any default under any such contracts, obligations
or commitrments, the Company and each Subsidiary is not in default under any such contracts,
obligations or commitments, there are no facts which, with notice and/or the passage of time,
would constitute such a default, and no other party thereto is in default. All such contracts,
obligations and commitments are enforceable by the Company and each Subsidiary in
accordance with their terms. No consent is required under the contracts, obligations and
commitments referred to in this Section in connection with the Merger, and all the contracts,
obligations and commitments will remain in full force and effect after the Merger.

2.15.2 Purchase Commitments. None of the Company's or any Subsidiary’s purchase
commitments is in excess of the normal, ordinary, and usual requirements of the Company’s or

cach Subsidiary’s business or was made at any price substantially in excess of then-current
market price, or contains terms and conditions significantly more onerous than those which are
usual and customary in the Company’s or such Subsidiary's industry.

©2F Tz NT 4zt ii4g6e Pozv
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. The Company and ¢ach Subsidi
or otherwise bound by any contract, agreement, pl

which is materially adverse, materially onerous, o
Company's or such Subsidiary's business.

ary is not a party to
an, lease, license, commitment, or undertaking
r materially harmful to any aspect of the

SECTION 2.16 Suppliers. The Disclosure Letter lists all suppliers to the Company and
any Subsidiary who are significani to the Company or such Subsidiary, including without
limitation (i) all suppliers who have supplied products and/or services to the Company or such
Subsidiary in the 12-month period beginning January |, 1996, where the total consideration
payable to the supplier exceeded $25,000, and (ii) suppliers who are a sole source (ie., a supplier
who could not be replaced by another supplier) for a special and/or critica] product or service
supplied by them. The Disclosure Letter also lists all open ended purchase orders f;

or $5,000 or
more which exist on the date hereof or which will exist as of the Closing Date. Fa

r these
purpeses, open-ended purchase orders shall mean purchase orders or other contractual

arrangements providing for extended deliveries by the supplier, multiple deliveries by the
supplier, or which provide for purchases of quantities significantly in excess of those required in
the normal course of business of the Company or the Subsidiary, as appropriate.

SECTION 2.17
There have been no transactions since Jan
and any director, officer, employee or affi

uary 1, 1995 between the Company or any Subsidiary

liate of the Company or any Subsidiary , or any
relatives of or corporations, partmerships, limited liability companices or other business entiiies

controlled by or in which any such person has a substantial interest, except on an arm's length
basis in accordance with normal business practices. Since January |, 1995, none of the officers,
directors, employees or affiliates of the Company, or any member of the immediate family of any
such persons, has been a director of officer of, or has had a materjal interest in, any firm,
corporation, association or business enterprise which during such period has been a materjal

supplier, customer or sales agent of the Company ot any Subsidiary or has competed t0 a
material extent with the Company or any Subsidiary .

SECTION 2.18 Litigation. There are no legal, administrative, arbitration or other
proceedings or claims pending or, (o the best of the Company's or any Subsidiary’s knowledge,
threatened against the Company or any Subsidiary, nor is the Company or any Subsidiary subject
10 any existing judgments. There is no reasonable basis for any such proceeding or claim against

subject to, or in default with respect to, any order, writ, inj

federal, state, municipal or other governmenta| departmen
tnstrumentality, domestic or foreign.

t, commission, board, agency or
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SECTION 2.19 Insurance. The Company and each Subsidiary has not
notice of cancellation with respect to any insurance policy of the Company or an
All premiums due under any such insurance policy have been paid in full.
cach Subsidiary has timely filed all claims or timely notified insurance ¢
circumstances giving rise to any claims under such policies.

received any
¥ Subsidiary.
The Company and
artiers of events or

The Disclosure Letter lists cach insurance pol

icy maintained by the Company and by
each Subsidiary, showing coverages, annual prem;i

ums, deductibles and retentions. The

SECTION 2.20
owning fifty-one percent of the shares
will have the power 1o approve the Mer
will vote his stock in favor of the Merger.

part of the Corapany, other than shareho
Lerter, require the approval or consent o
violate nor constitute a default under,

Ider approval; except as set forth in the Disclosure
f'no other persons, entities or agencies, and will neither
nor create a lien or breach under, nor resultin the

This Agreement is a legal, valid and binding obligation of

the Company and the Principal
Sharcholder enforceable 8gainst each in accordance with iis terms

SECTION 2.21 Cmmﬂmmﬂmmmn%

2.21.1 Laws. The Company and each Subsidi
and all real property (“Cornpany Real Property™) now
leased by, to or for the Company or any Subsidiary, including, without limitation, the Office Real
Property and al) real property subject 1o the Real Estate Leases, are in compliance with al]
federal, state, county, and municipal laws, ordinances, reguiations, rules, Teporting requirements,
Judgments, orders, decrees and requirements of common law applicable to the conduet and
business of the Company and each Subsidiary and to the assets owned, used or accupied by each
of them (collectively referred to hercinafter as the “General Laws™), including without limitation
all applicable federal, state, county and munjcipal laws, ordinances, regulations, policies, rules,
reporting requirements, judgments, orders, decrees and i
or relating to the protection of health, safety and the en
hereinafter as the “Environmental Laws"

ary, and their respective operations, assets
or previously owned, operated, used or

vironment (collectively referred to
). The Company and each Subsidiary has not recejved

24
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any notice of violation, citation, compiaint, request for information, order, directive, compliance
schedule or other similar enforcement action or proceeding, or any other notice or
communication from any administrative or govemmenal agency or entity, indicating that ejther
the Company or any Subsidiary, the assets, or any of the Company Real Property was not or
currently is not in compliance with al] Environmental Laws and Genera] Laws, Neo condition,
state of facts, or other matter presently exists which would subject the Company or any
Subsidiary to any liability or obligation, loss (including loss of value of Company or any
Subsidiary property or assets) under any Environmental Laws or General Laws,

2.21.2 Environmenta] Laws. All businesses and operations of the Company, of each
Subsidiary and the Company Real Property are in cornpliance with any: (i} judgments, orders,
decrees or awards, or directives, of any count, arbitrator or administrative or govemmenial
agency or entity concerning compliance with the Environmental Laws: and (ii) consent decrees,
administrative orders, settlement agreements or other settlement documents entered into with any

administrative or governmental agency or entity concerning compliance with the Environmental
Laws.

2213 Hﬂmdﬂmﬂmnﬂimks All assets owned, leased or licensed by the
Company and cach Subsidiary, including without limitation, the Company Real Property, are
free of all materials designated as hazardous substances, wastes, hazardous materials, pollutants

or contaminants (including but not limited to petroleum products and asbestos) under any
Environmental Laws (collectively, “Hazardous Materials™) other than Hazardous Materials
which are properly stored and licensed where required, and are free of physical conditions which
violate any Environmental Laws. All storage tanks and associated pipes, pumps and structures
(whether above or below ground) located in or on the Company Real Property, al} of which are
listed 1n the Disclosure Letter, are in sound condition, free of corrosion, meet all design and
performance standards required by all Environmental Laws, and do not now, and did not at any
time in the past, evidence impaired integrity or leakage. No Hazardous Materials used or
generated by the Compeny or any Subsidiary or generated at the Company Real Properiy have
been treated, stored, transported or disposed of in violation of any Environmental Laws; and ai|
Hazardous Materials which have been utilized in the business or operation of the Company and
cach Subsidiary or which have been removed, released, discharged or emined from the Company
Real Property were and are documented, transported and disposed of off of the Company Real
Property in compliance with all Environmental Laws

et the General Laws and the Environmental Laws or otherwise required for the conduct of the
Company's and each Subsidiary's business as presently conducted which are held by the
Company, each Subsidiary, or their respective employees or agents (“Licenses and Permits™).
The Licenses and Permits include all such permits which are necessary to the Company's or any
Subsidiary's business and operations and the Company and each Subsidiary is and has been in
full compliance with the terms and conditions of the Licenses and Permits. Under the General
Laws and the Environmental Laws and the Licenses and Permits, the consummation of the
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transactions contemplated by this Agreement do not and will not: (i) affect the validity of the
Licenses and Permits; or (ij) require the consent of any governmental authority or third party

SECTION 2.22 ERISA snd Employment Matters.

2.22.1 No employee of the Company or any Subsidiary has a written or oral agreement

(or an assurance pursuant to any employee manual) which would preciude the Company or such
Subsidiary from terminating such employee’s employment at any time with no obligation of the
Company or such Subsidiary to make any payment except wages and accrued benefits to the date

mination. The Company and each Subsidiary has not engaged in any discriminatory hiring
or eroployment practices nor have any employment discriminatijon compiaints been filed against
the Company or any Subsidiary with any state or federal agency. Since January 1, 1994, the
Company and each Subsidiary has not been threatened by any former employee with any suit
alleging wrongful termination.

other governmental authority with fespect to any employee benefit plan, (jii) copies of any
summary plan descriptions or summaries of material modifications relating to any employee

comply with el applicable requirements
to which they relate.

2.22.2 There are no present or former Company or Subsidiary employees, directors or
independent contractors entitled to (i) pension benefits that are “unfunded” as defined under
ERISA or (ii) any pension benefit or welfare benefit to be paid after termination of emplovment
other than pursuant to the Company's 401(k) Plan (the “Plan"). Except with respect to
continuation coverage under group health pians pursuant to Section 49808 of the {nternal
Revenue Cade of 1986, as amended (the “Code™ or state Jaw, and except with respect to
continuation coverage under group life insurance plans pursuant to state law, no other benefits
{whether or not pursuant 1o any plan or benefit arrangement that js subject to the Employee
Retirement Income and Security Act ("ERISA™) whatsoever are payable to any present or

ervice to the Company or such
but not limited to, any post-retirement medical or death benefits, any
severance benefits or any disability benefits).

2.22.3 Except only pursuant to the Plan, there are no arrangements or contracts with any
dircctor, officer, employee or independent contractor of the Company or any Subsidiary that

26
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require any deferred compensation, retirement or welfare benefits 1o be paid or provided
following termination of services.

2.22.4 Each “employee welfare benefit plan”
the Company or any Subsidiary is either funded throy
ERISA. There are no reserves, assets, surplus or prep
Compeny and each Subsidiary is not in default under
compliance with all applicable laws (
Discrimination in Employment Act.

(as defined in Section 3(1) of ERISA) of
gh insurance or is unfunded for purposes of
aid premiums under any such plan, and, the
any such plan, and all such plans are in
including, but not limited to, ERISA, the Code and the Age

2.22.5 Each of any “employee welfare benefit plan” (as defined above) maintained by
the Company or any Subsidiary any fiduciary thereof, and the Company and each Subsidiary ts
not subject to any liability (other than normal liabilities and expenses associated with
maintenance of such plan or arrangement as an ongoing benefit plan or arrangement) under

ERISA or the Code or any other applicable law, including without limitation, liabiliry resulting
from a partial plan termination.

2.22.6 The Plan, any fiduciary thereof and the Company and each Subsidiary is not
subject to any liability (other than normal liabilities end expenses associated with maintenance of
such plan or arrangement as an ongoing benefit plan or arrangement) under ERISA or the Code
or any other applicable law, including without limitation, liability resulting from a partial plan
termination or from prohibited transactions, The Plan has been administered in compliance with
Its terms and with the applicable provisions of ERISA, the Code and a]| other federal, state and
other applicable laws, rules and regulations (including, without limitation, any funding, filing,
terminating, reporting, disclosure and fiduciary obligations and any prehibited transaction
restrictions). The Plan is “qualified” within the meaning of Section 401(a) of the Code, and has

» and any trust created pursuant to the Plan, is exempt from

1(a) of the Code. The Company has received a favorable
determination letter for the Plan from the Internal Revenue Service.

2.22.7 Each of the
maintained or ever been ob
of Section 3(37) of ERISA,
identified in the Disclosure
of ERISA,

Company and such Subsidiary does not maintain, nor has it ever
ligated to contribute 10, (i) a multi-employer pian within the Mmeaning
or (ii) except for the Plan, and any other employee benefit plan
Letter, any employee benefit plan within the meaning of Section 3(3)

2.22.8 There are and there have been o
or, 1o the best knowledge of the Company and
governmental agency or authority or by any p
of the trust under the Plan, the Company,
fiduciary of the Plan or any of the Comp
plans” {as defined above) with respect to

o inquiries, proceedings, claims or suits pending
the Principal Shareholders, threatened by any
articipant or beneficiary against the Plan, the assets
any Subsidiary, the plan administrator of the Pian, any

any's or any Subsidiary's “employee welfare benefit
the operation of the Plan or such benefit plans.

2.22.9 The consummation of the transact
alone or together with any other event, (i)

ions contemplated by this Agreement will not,
entitle any employee of the Company or any
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Subsidiary to severance pay ot any other payment, or (ii) accelerate the time of payment or
vesting, or increase the amount of, compensation due to any such employee.

2.22.10 The Company and each Subsidiary has no obligation for (i) any long-term
disability benefits to or for any of the Company’s or any such Subsidiary’s employees who
become disabled prior 10 the Closing Date (as defined in Article 1X hereof) (including any
individual who is disabled but has not satjsfied any applicable waiting period) and (ii) any life
insurance benefits promised, due and/or payable to or for any of the Company's or any such
Subsidiary’s employees who die prior to the Closing Date.

SECTION 2.23 Taxes. All tax and information retums required to have been filed by
the Company and each Subsidiary have been filed with the appropriate authority; and al| federal,
state and local taxes (including without limitation income, franchise, property, sales, use, value-
added, withholding, excise, capital or other tax liabilities), charges, assessments, penaities and
interest of the Company and the Subsidiary (“Tax Liabilities™) required to be paid on or before
the date hereof have been paid. Such returns were correct as filed, or as amended. No
assessments or additional Tax Liabilities have been proposed or threatened against the Company
orany Subsidiary or any of their respective assets, and the Company and each Subsidiary has not

executed any waiver of the statute of limitations on the assessment or collection of ar, Tax
Liabilities.

The Balance Sheet included in the loterim Statement includes ful] and adequate provision
for (i} all Tax Liabilities incurred or accrued as of the date of said Statement, and (i) any and all

said Balance Sheet, and through the Effective Time of the Merger, the Company and the
Subsidiary have not incurred and will not incur any Tax Liabilities other than in the ordinary
course of business determined on a basis consistent with prior periods,

True and complete copies of the Company’s and the Subsidiary’s federal tax returns for
the years 1993, 1994 and 1995 and state tax returns for the years 1993 and 1995 have been
delivered previously by the Company to Purchaser.

No consent under Section 341 (D) of the Internal Revenue Code has been filed with respect
t0 any property or assets held, acquired or to be acquired by the Company or any Subsidiary. All
consents and elections made by the Company and any Subsidiary with respect 1o taxes are listed

LLises =




onthe Disclosure Letter. Except for uts present consoiidated return, in which ke Comrany s the
parent, the Company and each Subsidiary has never been included within a consolidate i hbon
‘or federal or state income tax purposes. There is no tax-sharing agresment whch w;! requte
any payment by the Company after the date of shis Agreement. The Companv une -k
Subsidiary has never been ar “S" corporation

SECTION 2.24 B_u.:mu:_gmnw Excep: as described or the Disciosire Lamer, s

December 31, 1996, there has not been,

2.24.1 any matenal adverse change 1p the work:ng capital, financial conditior. assels.
-1abiliues (whether absolute, accrued. contingent or otherwise), operating profits, business or
prospects of the Company or any Subdsidiary;

2.24.2 any damage, destruction or loss {whe 2
the Company ‘s or any Subsidiary's business or its assets:

-.24.3 any increase or decrease in the rates of compensation pavabie cr 1o Secome
rayable by the Company or any Subsidiary to any of its officers, directors or SIp.ovees over ar
under the rates in effect during the vear ended December 5:. 1996, other than general increasss
made in accordance with past practices which are described on the Disclosure Lerer: or any
declaration, payment, commitment, or obligatior. of any kind for the payment by the Corapany or
any Subsidiary of anv bonus rother than standard vear-end bonuses consistent Witz past pracices
which are described og the Disclosure Letter), addigonal sa;ary or compensaton. or reurement,
lermination or severance benefits to officers. directors or emplovaees;

‘0 which the Company or any Subsidiary is a party or 5y which it mav be bound,
the ordinary course of business:

-.24.4 any material amendment or termination of anv material contract, lease or l:cense
other than in

2243 anv dis 0sition, mortgage, pledge. or subjection to anv }ien, claim, charge, option.
¥ disp gage, p ) ) g€, Op

of encumbrance of any property or asset of the Company or any Subsidiary, or anv cancellaton

or compromise of any debt or claim of the Company or any Subsidiary other than in the ordinary
course of business;

2.24.6 any labor dispute or threat of a labor dispute or any artempt or threat of an attempt
2y a.abor union to organize the Company's or any Subsidiary's emplovees;

<247 any acquisition by the Company or any Subsidiary of the assets or capital stock of
another business entity;

2.24.8 any distribution or disposition of the Company's or any Subsidiary's assets other
tun :n the ordinary course of business;

=249 any terminaton of any permit or license issued to the Company or any Subsidiary
ortoany of its emplovees or agents,




22410 any statute, order, judgment, wnit. injunction, decres. Ferm::. ruls
of any court or any governmental or regulaiory body acopted or entered or Croros
adopted or entered which may acversely afec: the property or business of the
Subsidiary:

Crrzgulation
BC N me

erpany ar an

2.24.11 any event or occwTence affccting the Company or any Subsidiary. or their
respective business or industry which mav cause an adverse change in anv ma:
affecting the Company’s or such Subsidiar 's sales. profitability or financial
may otherwise adversely affect the Corpany or such Subsidiary; or

£na. respect
cordition or which

2.24.12 except as provided for herein for Company Preferred Stock, any dividend o:
distribution declared, set aside or paid in respect of the Company Common Stock

Preferred Stock or any repurchase bv the Company of shares of Company Cornm
Company Preferred Stock.

or Compan:
on Stock of

2.24.13 any contracts entered into with or rexcept for pavment of compersaron in
accordance with past practices and as disciosed to Purchaser), any pavments or arsfers of
property to any shareholder of the Compary. any relat:ves of anyv shareho.der
corporation, parmerships, limited liability companies or other busicess e
sharehoider ot in which any shareholder hzs any significant equizy tpteres:

. arans
1kies conwrolied by any

SECTION 2.28 Stock Matters. Except as disclosed in the Disclosure Letter, all shares
of stock issued by the Company, whether Company Common Stock, Company Preferred Stock.
or otherwise, were issued in compliance with all applicable federal and state securities laws Al
shares of stock repurchased or redecmed by the Company were repurchased or receemed in

compliance with all applicable federal and state securities laws. All

required and appropriate
discl

osures were made in connection with such issuances, repurchases, and redemptions. and al}
disciosures provided all material informaton required in connection with the transaction and did
not omut or fail to state any information necessary not 10 make the disclosures not misleading.

No present or prior shareholder of the Company has any basis for any claim against the Cormpany
with respect 10 the shares of stock of the Company owned or previously owned by such
Shareholder, except that present shareholders have only those normal rights inheren;
resulting from ownership of shares of stock (*Normal Shareholder Rights™).

SECTION 2.26 Industrial Revenue Bonds. The Company and each Subsidiary is not

indebted under any industmal revenue bonds.

tin and

SECTION 2.27 Asset Sales. The Company and each Substdiarv has not, except for
sales of inventory in the ordinary course of business, sold, transferred or distributed any
significant portion of its assets during the two-vear period preceding the date hereof,

SECTION 2.28 Brokerage. Eachofthe Company. the Subsidiary and the Principal

Shareholder has not engaged any broker or finder to render services in connection with this
Agreement.



SECTION 2.29 Eull Disclosyre. No representation or warrann made vt
or the Principal Shareholder under or ir. connection with this Agreement or ke Disciosurs
20 cerification fumished or 1o be furnished to Purchaser pLrsuantio this Agreemas:. and no
agreements, :nstruments or decuments delivered by the Compans or the Pmrcipal Shareho'ca- -
Purchaser or its counse! hereunder, contains or wil} ¢ nlain any untrue statement of
fact or omits or will omit 1o state a material fac: necessary 1o make the statements o
heretn or therein not raisieading.

d iTalsna,

ontaiped

ARTICLE 111

REPRESENTATIONS AND WARRANTIES OF ELRCHASER

Purchaser hereby represents and Warrants to. and agrees with, the Company as “ojious

SECTION 3.1 Qreanization. Eacy of Purchaser and Newco s a corporation, dujs
organized, validly ex:sting, and in good stacding under the laws of the state 0’ 5 0
and has all requisite corporate power and authoritv 10 o
tn which 1t is engaged.

rgarizanon,
Wn its property and condue: ke Dusiness

SECTION 3.2 H ilit. The execution,

Zelivery and performance of thys Agreement 15 within the legal capacitv and power of Purchaser
corporate action on the part of Purchaser
and Newco; require the approval or consent of oo Persons. entities or agencies, and wi|! neither
violate nor constirute a default under, nor create a lien or breach under. cor resu': in e

avord any defaults). This Agreement is a legal, valid and binding obligation of Purchaser and
Newco enforceable against Purchaser and Newco in accordance with its terms,

SECTION 3.3 Brokerage Except for Rothman & Associates. whose fee will be paid

&y Purchaser, Purchaser has not engaged any broker or finder o render services in connection
with this Agreement.

SECTION 3.4 ! - As of the date hereof, Purchaser's
net worth is, and as of the Closing Date, Purchaser's net worth will be, not less than $8.000,000.

Purchaser has the financial ability to pay the payments required hereunder and tg otherwise
pertorm its obligations under this Agreement.




Newco o the Company or its counsel hereunder, contains or will contain ans untrus slatemen: -
a material fact or omiis or wal! cmut to state a matenal fact necessary 10 make the stalsmen:;
contained herein or therein no: mus.eading

ARTICLE IV

COVENANTS OF THE COMPANY AND PRINCIPAL SHAREHOLDER

SECTION 4.1 Regular Course of Business. Except as otherwise consented to in
wriing by Purchaser dunng the period comumencing on the date hereor and ending at the
Effective Time of the Merger or as contemplated by this Agreement, the Compan: ard eacx
Subsidiary will carry on its business diligently and in the ordinary course and use ;i ~es: e
10 preserve its present business organization intact, keep available the services of 115 tresen:
employees and executive officers and preserve its present relationships with persons having
business dealings with it.

SECTION 4.2 lons. Exceptas otherw:se consenzed

to tn wrniting by Purchaser, from *he date hereof and through the Effective Time o the Mergarine

Company and each Subsidiary wi!l not;

4.2.1  amend 1ts articles of incorporation or by-laws,

422 issue, sell or deitver. or agree 1o 1ssue. sell o deliver, or grant, or declare an
stock dividend or stock split with respect to. any shares of any class of capita! stock of the
Company or such Subsidiary, as appropriate, or any securities convertible into any such shares or
cozvertible into seeurities in turn so convertible, or any options, warrants or cther nghts calling
for the 1ssuance, saie or delivery of any such shares or convertible securities,

423 mongage. pledge or grant a lien upon any of its assets, tangible or ictangible;

424 except in the ordinary course of business and consistent with past practice, (1)
borrow, or agree to borrow, any funds or voluntarily incur, assume or become subject to, whether
direcily or by way of guarantee or otherwise, any obligation or liability (absolute or cont:ngent),
1) cancel or agree '0 cancel any material debts or claims, (iii) lease, sell or transfer, or grant or
agree 10 grant any preferenual nghts to lease or acquire, any of its material assets, property or
Aghts, or 1iv) maeke or permut any substantive amendment or tenmination of any matenal contrac:.
agreemert. license or other nght of which it 15 a party.

425 eater into or make any change in the Plan, except as required to conform to
applicable law, or matenally amend or terminate anv other exasting employee benefit pian, or
adopt any aew employee benefit plan;

4.2.6  acquire control ar ownership of any other corporation, association, joint venture,
parwnership, limited liability company, business trust or other business entity, or acquire control




or ownership of all or a substantial portion of the assets of ‘he foregoing, ar enter 1o 2

-—

agreement providing for any of the foregoing;

427 exceptin the ordinary course of business. enier into ar agree 1o enter o ane
transaction. or incur or discharge any obirgation or lrat:lity. maienal *2 the business 27the
Company or any Subsidiary;

4 28 declare or pay any dividend on 1ts capital stock in cash, stock as rropent.cr
redeem, purchase or otherwise acquire any shares of Company Commor. Stock o-. except that ths
Company will continue to redeem Company Preferred Stock at Si00 per share at ttmes and 1
amounts consistent with past practices and except as otherwise providad qe-sin. anv Compans
Preferred Stock, or any options or warrants :0 purchase Company Comrzon Steck or Compant
Preferred Stock;

4.2.9 enter into any contracts with or texcept for pavTent of compensancr,
accordance with past practices and as disciosed to Purchaser). make any payments or Tansiz:
property to any shareholder of the Company. relatives of anv sharehoicer. o- any corgeration.
partnerstups. limited iiability comparies or other business entities conmollec by any sharehoicer
or in whuch any shareholder has any significant equiny :nveres:.

4 2.i0 enter into any materia! \icensing arrangement or other contrac;

4211 settle any pending litigation 0 a macner that is materially adverse o the Compans
or any Subsidiary or commence any materal utigaton;

+ 2.12 increase the compensation pavable ¢ any of:ts emplovees, or accrue or pay ans
honuses or other pavments other than regular compeasaton to any emplovee or consultant: or

4 215 ke any action which will prevent anv of its warranties and representations heretn
from being Tue in all material respects as of the Effective Time of the Merger

SECTION 4.3 No Default or Violation. Except as otherwise consented to in writing by
Purchaser, prior to the Effective Time of the Merger the Company and each Subsidiary will use
ts best efforts not to (i) violate, or commit a breach of or a default under, any material contract,
obligation or commitment to which it is a party or to which any of its assets may be subject or

111V violate any applicable federal or state statutes, regulations or any injunctions, orders or
‘udgments dicding upon the Company

SECTION 4.4 Insurance. Excepl as otherwise consented 1o in writing by Purchaser, “"
priorto the Effective Time of the Merger, the Company and each Subsidiary will maintain in full '
force and effect all policies of insurance in substantially the same amounts and types of coverage
as are presently in effect on the date of this Agreement.



SECTION 4.5 Reporty; Taxes. Except as otherwise consented o tn writing o
Purchaser, pnor to the Effective Time of the Merger

431 the Company and each Subsidiary wil. dulv and timely oy the due zate or
3uly granted ex:ension thereof) fiie ail reports and returns recuired 10 be filed with “ede
ard !ocai authonties: and

i

ral, state

4.5 2 unlessitis contesung the same 1n good faith and., :f appropnate. has eswablishec
reasonable reserves therefor. the Company and sach Subsidiary wiil /i) promptiv par al Tax
Liabilides indicated by such returns or otherwise lawfully levied or assessed Upon It orany ar s
properties and (1) wathhoid or collect and pay ‘0 the proper governmeztal auzhon‘ies or hold i~

separate bank accounts for such pavment ail taxes ard other assessments regured by law o be 5o
witkheld or collected.

SECTION 4.6 Advice of Changes. The Company wiil promptly advise Purchaser
arally and in wnang of (1) any event occurning subsequent to the date of this Agresrent and
prior to the Effective Time of the Merger which wouid render any representation or warran™ -f
the Company or Principal Sharcholder contained in this Agreement. if made on or as of the daze
2f such event or the Closing Date, untrue, inaccurate or Locompiete 1n any matenaj respect and
‘111 any toatenal adverse change in the working capital, financial conditions. asse’s. l:abilities
whether absolute, accrued contingent or otherwise). operaung profits. business or prospects 27
tie Company or acy Subsidiary.

SECTION 4.7 No Negotiations: Notificati v
Marters. The Company shall promptly advise Purchaser orally and in writing of any “takeover
proposal™ or of any proposal. or inquiry reasonably likely ‘o result in a proposal, which the
Company has reason w0 believe is or may lead to any “takeover proposal”. For purposes of ths
Agreement. the terre “takeover proposal” shall mean any proposal for a merger or other business
combination nvelving the Company or any Subsidiary. or for the acquisition of a substanta!
equiry interest 1o the Company or any Subsidiary, a substantial portion of the assets of the
Company or any Subsidiary or a product line or line of business of the Company or any
Subsidiary, other than as contemplated by this Agreement. The Company shall promptly advise
Purchaser oraily and in writing of the receipt by the Company of any notification subminted %o

he Company any purchase or proposed purchase of any securities of the Company by anv
person

The Company, each Subsidiary. and the Principal Shareholder shall not, directly or
indirectly, whether through its officers. directors, agents, representatives, or otherwise, engage in
any discussions or negotiations with, or provide any information to, any person or entity making,
Froposing 0 make or believed 1o be contemplating a takeover proposal to the Company.

SECTION 4.8 Consents, Approvals and Filings. Each of the Company and the
Principal Shareholder wall use its or hus best efforts to obtain as promptly as possibie all
necessary approvals, authorizations, consents, licenses, clearances and orders of govermmental




and regulatory authorities required :n order *or the Company and the Princinal Snaresa car ans
cach Subsidiary to perform its obligations hereunder

SECTION 4.9 Access to Records and Properties Purchaser may, pror 1o the
Effective Time of the Merger, though its emplovees. agents and represeniatives, maxe or cause i
be made a detailed review of the business and firanciai cond:tion of the Company and eack
Subsidiary and make or cause 1o be made such :nvestigalion as 1t deems necessary ar adv:san.a
of the properties, assets, businesses, books and records of the Company and each Subsidian
The Company and the Principal Shareholder each agraes to assist Purchaser in conducting such
review and mvestigation and will provide. and wili cause its Subsicianes an 1ndepeadent cusie
accountants to provide, Purchaser and its empiovees, agents and representatvas ful! access te.
and complete information conceming, all aspects of the businesses of <he Comran: and eack
Subsidiary. including their respective books. records (including tax rerums filed oz in
preparation), projections, personnel and premuses, and any documents (incluéding anv desument:
filed on a confidential basis) included in ary report fiied wats any governmental agezcy.
excluding the audit work papers and other records of its independen: nunlic 2czouriants

-

Without limiting the generality of the foregoing, Purchaser. and uis represeriacives and
consultants, shall be permitied access to the Office Real Property prior to Closing iz orderte
inspect the same, conduct soil borings. environmental inspections and tests. which environmenta;
nspections and tests may wclude, without limitaton, soil tests, cherical tasts. and instailaton of
such momutoning wells as may be appropriate 12 Purchasers opirion, and Frepare a survev and
take measurements During such access, such personnel shail aot cause any unreasgnadie
unterference with Seller's operations or damage to assets. except as mav e necessar to conduct
an environraental inspection. provided Purchaser sral! promptly reparr anyv such camage and
restore the assets to their condition immediately prior to suck damage. As part of such,

investigauons. Purchaser or its representatives or consuitants shail be perm:tted access ‘0 tze
buiiding and other iroprovements located on the Office Real Property

The Company shall also provide Purchaser, originals or reproductions of plans and
specificauons for the building located on the Office Real Property (to the extent the same exist),
including any available “as built” drawings, maintenance records, licenses, permits, reports and
certificates and such other items relating to the construction, operation or environmen:al
assessment of the Real Estate as may be in the possession or control of the Company or the
Principal Shareholder. all of such items being considered Plans as defined herein.

Neither any .nvestigation by Purchaser nor the receipt by Purchaser of any data or
:nformation from the Company nor any knowledge acquired by Purchaser shall affect the right of
Purchaser to terminate this Agreement as provided in Arucle X hereof or qualifv, limit or

otherwise restrict any representation or warranty made by the Company and the Pnncipal
Sharehoider hereunder

SECTION 4.10 Resat Efforts. Each of the Company and the Pnncipal Shareholder shall
use its or hus best efforts (a) to cause to be fulfilled and satisfied all of the conditions to the
c.osing 10 be fulfilled and satisfied by 11, (b) to cause to be performed ali of the matters required
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of it at or pnor to the Closing and (c) to achieve fuil compliance with all appiicable Genera
tLaws. Each of the Company and the Principal Sharehoider shail use its or his dest e -=
make al, of :ts or hus warranties and representations contained in this Agreemer: fexzest thase
representations anc warranties which are expressly limited tc a state of ‘acts exsting 272 e
prior to the Closing) true and correct on ail mater:al respects as at the Closing. with ‘=e same

etfect as if the same had beer made and this Agreement had been dated as a:the Closing

SECTION 4.11 Maintenance of Assety The Company and each Subsidiary shall keep
the property and assets used ia its businesses in good order. repair and operating condinor

SECTION 4.12 Shareholder Meeting. T=e Company shall call a special mesling o7 s
shareholders to be held as soon as practicable for the purpose of voting upon the Tansactions
contemplated by this Agreernent. [n connection with calling such meeting, the Company sha..
provide proxy materials and other disciosure materials which fully and fairly describe thus
Agreement and the transactions and payments to be made under or in connection with thys
Agreement, and which make all other required or appropriate disclosures. so that al! Shareholcers
can make a fully informed decision when thev vote upan the ransactions contemplatzd by this
Agreement. The Company shall afford to Purchaser *he opportunity to review and comment

upon said disclosure materials before they are sent 10 the Sharehoiders

SECTION 4.13 Notification Regarding Dissenters’ Shares. The Company and the

Principal Shareholder shall give Purchaser (i) promgt notice of any notice of intent to demard P
fair value for any shares of Company Common Stock or Company Preferred Stock. withdrawals
of such notices. and any other instruments served pursuant to the Appraisal Laws and received by
the Company and (ii) the opportunity to direct any negotiations and proceedings with respect to
demands for fair value for shares of Company Common Stock or Company Preferred Stock
under the Appraisal Laws. The Company shail not. without the prior written consent of
Purchaser, voluntarily make any payment with respect to any demands for fair value of shares of

Company Common Stock or Company Preferred Stock or offer to settle or settle any such T
demands

ARTICLE V
COVENANTS OF PURCHASER

SECTION 5.1 Besat Efforts. Purchaser shal! use its best efforts (a}to cause to be
fufilled and satisfied ali of the conditions to the Closing to be fulfilled and satisfied by it, and (b)
10 cause to be performed all of the matters required of it at or prior to the Closing. Purchaser
shall use its best efforts to make all of its warranties and representations contained in this
Agreement (except those representations and warranties which are expressly limited 1o a state of
facts existing at a time prior to the Closing) true and correct in all material respects as at the

Closing, with the same effect as if the same had been made and this Agreement had been dated as ;‘I S
at the Closing.



SECTION 5.2 Consents, Aporovals and Filings. Purchaser wii! use i1s hest efTarts o

obtain as promptly as possible all necessarv approvals. authorizations. cansents. licenses.
clearances or orders of governmenal and reguiatory authorities required in orces for Purchases 1o
perform :1s obiigations hereunder.

SECTION 5.3 Advice of Chapges. Purchaser will promptly advise the Company crally
and :n writing of any event occurring subsequert to the date of ths Agresmen: which woué
render any representation or warranty of Purchaser contained in thes Agreemert. if made o or as
of the date of such Agreement or the Closiag Date, crirue. inaccurate or ‘rcompiete inany
matenal respec:.

SECTION 5.4 Receivables. Purchaser shall use its commercially reasonabie bes:
arfors to collect the accounts rece:vable of the Company or any Subsidiaries which x:st at the
Closing

SECTION 5.5 Principa) Sharehoilder Guaranties. No* more than thim 7391 Javs
after the Closing, Purchaser shall have obtained the rejease of the Principal Shareholder and wus
spouse from their guaranty of the obligations under the mornigage upon the Office Real Propert
Purchaser shall indemnify, save and hold Principal Sharehoides and hus spouse harmless against
other obligations of the Company or any Subsidiary which have beer. personally guaranteed by
the Pnincipal Sharerolder or s spouse. all of wrach obligations are \isted :n the Discloswre

P et
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SECTION 5.6 Obligations. After the Effective Time of Merger, Purchaser shal! cause
the rade payables of the Company and the Subsidiares existing on the Closing Date which have
ansen 1n the ordinary course of business to be paid when due in accordance with their terms or
otherwise i accordance with the Company's and Subsidiary’s past practices.

SECTION 5.7 Franchise Agreements. After the Effective Time of Merger, the
Surviving Corporation shall perform the obligations which first arise under the TAI Franchise
Agreements after the Closing Date in a reasonable business manner, it belng understood that in
any event performung such obligations in the same manner 1n which they were performed by TAI

oror to the Closing Date shall be deemed to satisfy the obligations of the Surviving Corporation
under th:s section.

ARTICLE Vi

CONDITIONS TQ OBLIGATIONS OF PURCHASER AND NEWCO

Tae obligations of Purchaser and Newco under this Agreement to consummate the
Merger shall be subject 1o the satisfaction, or to the waiver by them in the manner contemplated
by Section 1! 2 hereof, on or before the Closing Date, of the following conditions:




SECTION 6.1 Representations and Warranties True Twe resreseniitions ars
warranties of the Company and the Principal Sharsho;der contared = tn:s Agresmentshal ma -
ail materal respects wue and accurate as of the date when made. and. except as 10 renraseryy ans
and warranties which are expressty iimited to a state of Sacts exisiing ata Lime pncr e e
Closing Date, shall be in all materiai Tespects true anc accurats 2. and as of the Clesng D
made on the Closing Date.

SECTICN 6.2 Performance of Covenants. The Company and the Prrcipai

Sharenolder shall have performed and compiied 17 all materia respects witk each and even

covenant, agreement and condition required by this Agreement to be performed or complied wits
>v it or them prior to or or: the Closing Date.

2ts a3z 7

SECTION 6.3 N NC order ¢f am:

court or admunistrative agency shal! be in effect which restrains or protubits any Tansacien
contemplated hereby or which would limit o affect Purchaser's ownership of the Cerapary. no
suit, action (other than the exercise of dissencers’ rigits), investigation, lnquiry or proceeding =
any governmental body or other person or entity shall be pending or threatened agairs:
Purchaser. Newco or the Company, which challenges the validity or legality. or seexs 10 resrarn

the consummation, of the transactions contempiated hereby or which seeks to limit or otherwise
eflect Purchaser's ownership of the Company or the Surviving Corporation; and no wrinen
advice shail have been received bv Purchaser. Newcs, the Company or their respective counsel
frem any governmental body, and remair: in effect, stating that 2n action or proceeding will, i¥
e Merger is consummated or sought to be consumrated, be fiied sesking to invalidate or
restrain the Merger or limit or otherwise aect Purchaser's ownershep of the Compary or the
Surviving Corperation.

SECTION 6.4 Approvals and Consents. The approval of the sharehoiders of the
Company and all approvals of applications to public authoritics, Federal, state. or locaj, 1f any,
and all consents or approvals of any non-governmental persons, the granting of which is
necessary for the consummation of the Merger or ‘or preventing the termination or material
breach of any franchise, real property lease, ar other nght, pnvilege, license or agreement of
Purchaser or the Company or any Subsidiary which is materiai to the business of Purchaser or the
Company or any Subsidiary, or for preventing any material loss or disadvantage 10 Purchaser or
the Company, by reason of the Merger, shall have been obtained; and no such consents or
approvals shall have imposed a condition ‘o such consent or approval which in the opinion of
Purchaser is unduly burdensome to the consolidated financial condition or operations of
Purchaser or to the Company's and the Subsidiary's business.

SECTION 6.5 Qpinion of Counsel. Purchaser and Newco shall have received an
>eiuon of Holland & Krught, counsel to the Company, dated the Closing Date and addressed 20

Purchaser and Newco, sudstantially in the form and substance of Exhibit C annexed hereto.

SECTION 6.6 Certificates. The Company shall have furnished Purchaser witha
sertificate of the Company and the Principal Sharcholder, in form and substance satisfaclory to
Purchaser, signed by the Company's President and the Principal Shareholder, to the ¢ffect that




the Company s and the Principal Shareholder s representations and warranz:es contained i thes
Agreement are true and correct in all marenal respects on and as of the Clos:ng Date as tneugn
such representations and warranties were made at such time (except as to resreseratons and
~aranties whuch are expressiv limited 1o a state o° facts existing at a time Friorio the Clesing

Daze’ anc that each of the Company and the Principal Sharehoider has seriormed ang comgplesz

. all matenal respects wath al) 18IS, COVENaris anc arovisions of thys Agresmient reguirec o b
performec or complied wath by it or hir prior 20 0r or the Closing Date

SECTION 6.7 Dissenting Shares Asof:ke Closing Date, no more *har Sve percer-
3% of the issued and outstanding shares of Company Common Stock shal’ be eiigible for

t‘eamment as Dissering Shares hereunder, and no shares the Company Preferred Stock shail be
elgible for treatmen: as Dissenting Shares hereunder

SECTION 6.8 Resignations. The Company shall kave receved resignauons {ia for—
and substance satisfactory to Purchaser Tom each o7 its directors, and each of its o Ficers. 1n
cack case =ffective as of the Effective Time o0* the Merger.

SECTION 6.9 N v - The Principa: Sharehoider and hus wde
sha.l have entered into a Noncompete Agreement substanualy in the form of Exhibi; ) antackad
hereto ard the Pnincipal Shareholder shal: have ent¢red 1nto an Employvmen: Agreement
substantially i the form of Exhibit F anached hereto

SECTTON 6.10 Gateway Trave| Ator er.or to the Closing, the Principa; Sharehoider oo
azd or fus spouse shall have the opuon to acquire Gateway Trave!, a corporate-owr.ed TAJ C
Tanchisee. at a price equal 10 1ts net book value cr $25.000, whichever is greater. Said purchase PR
price will be paid by the Principal Shareholder at o7 pnor to the Closing by check. The Prncipal
Shareheider shall assume the liabilities of Gateway Travel, including the note owed 1o the forme:
owzer, ard shall indemnify and hold harmless Purchaser. the Surviving Corporation and the
Subsidiaries against such liabilities. Said purchase shall be on terms and conditions reasonably
acceptadie to Purchaser including a requirement thar said agency will agree to and cooperate wity
Purchaser’s program for converting TAI franchisess to Carlson Wagonlit franchisees. (Should
Principal Shareholder’s ernployment with Purchaser and its affiliates lermuntate, at hus election
exercised withun 120 days of such termination, Gateway and al] branches can be released from

the CWT franchise subject to Gateway performirg all its obligations through the date of
fermination.)

SECTION 6.11 . The Company shal! have fumnished to
Purchaser estoppel cenificates exacuted by tenants of at least 85% of the rentable area of the
Office Real Propertv, excluding the rentable area currently occupicd by the Company or its
Subsidianes, and dated not more than thirty (30} davs prior to the date of the Clasing, in the form
ol Extubit H anached hereto without material modification, which estoppel certificates shall
contirm in al! matenal respects the information with respect to such leases which is set forth in
the Disclosure Lerer



SECTION 6.12 i

Purchaser 57a,) ~o have
received results from the environmentaj and building report being conaucred SWL2anng thar thae
Company or any Subsidiary or the Office Real Property fails 1o COTMEL vt amn By
Law or other requirement appiicadle to the Office Real Propert in any mavarn, espect o
otherwise disclosing anv adverse resylts

SECTION 6.13 :

:nvestigations of the Office Real Property shall have disclosed no SIRZITONS Wi
uracceptable 10 Purchaser in i1s sole discretion

Purchasers nsrettiang ans

.........

SECTIONG.14 Tj i . Tre Company shaj: have
delivered to Newco, at the Company’s sole expense, an owner's tits insurance Foitey (ALT A
:992 Owper's form or equivalent ) ora “date down" endorsemen: as of the date of Closing :o
Company’s existing owner's tit'e insurance policy (in either cage “Title Policy™ i55ued v 2
reputable title insurapce company acceptatie to Purchaser (“Title Company™ i t~e amoyn: cf
52.475,000.00 insunng that Newco s the owner of the Office Real Property ez ana zlear 5+ ali
mecharnuc’s lien claims, questions of survey, unrecorded lnterests. =ghts ol partles iz nessessian
2r other exceptions, other than the rights of tcnants as tenan:s only uncer the Qe Leases ang
tze those 1tems on Exhibit B attached Eereto which are 1danti Sed thereon as "Permirmed
Exceptions™. The Title Pelicy shail contain sych endorsements as Purchase: Jay require.
including but not imited to () a ron-Lmputation endorsement insunng that Tite Company wil]

notdeny hiability 10 Newco under the Tice Policy ca the ground the: Newee had Xnowledge of T
Ay maner by reasor. of cotice thereof being imputed to it by reason ofany direcior, 9cer or .
other emplovee of he Compary having knowledge of such marer, 1y 3 zoning endorsemen:

nsuring Purchaser that the ownershup, use, operatior and occupancy of the O%Fcea Real Propern

3s o' the Closicg complies with all applicable zoning iaws, codes. ordinances and reguiatons ard

dees not constitute a noo-conforming use thereunder, (111) an owner's comprchensive

endorsemen: anc (iv) an endorsernent whick deletes the so-caijed “ereditor’s rights” exclusion
from coverage

Company shall have delivered to Purchaser and Newco a curreatly dated “as hujjr"
of the Office Reai Property, prepared at Company’s sole expense by a registered land survevor
1censed i the State in which the Office Real Property is located, certified and acceptable to
Purchaser, Newco and Title Company, showing the exact location, legal descripticn, area and
coundary lines of the Office Real Property, the nature and tocation of all easements and
encroachments from or onto the Office Real Property, the nature and location of all utilities on
anc or serving the Office Real Property, the location of the office building and other
-~mprovements :nciuded in the Office Real Property, including al parking areas on, and means of
Ingress 10 and egress Tom. the Office Real Property (the “Survey™). The Survey shall be
certified to meet the current Minimum Detail Standards adopted by ALTA/ASCM for Class 4
<rban surveys, and shall includa ltems 1, 2,3.4. 6. 7a and 5.8.9,10. 11 and 13 of Table A
thereto The location of ail buildings. other improvements, easements. encroachments, utilitjag

i< mears of ingress and cgress as disclosed by the Survey shall be acceptable to Purchaser in its
=xercise of its sole discretion.

—prpram——n.



SECTION 6.15 ' ' - The Company shal| 3ava S
‘0 Purchaser estoppel certificates executed 9y each of the landlords unéer tre Real Estare * &
described on the Disclosure Letter which erther are (i) guarantesd by the Compary or any
Subsidiary where the tenant s a Fanchusee or other unrelareg PAITY. or (111 Lease :s where rne
Companv or any Subsidiary is the :anan byt where space in wm s sublet 20 2 FTaneqses of Trma-
unrelated party. Estoppel certificates shali he dated noq more than taurry {30} davs pricr 1o the
date of the Closing, in the form of Exhibit I antached ~ereto withoye matena: modificatior, iz -
estoppel ceruficates shail confirm in al] matenai respects the informagcn “.ihrespect to suzs
Real Estate Leases which :s set forts in the Disclosura Lerer

Sl-
as

SECTION 6.16 White W . Comemporancously with the Clesing
hereunder, Purchaser shall close its agreement (the "Whyte Wo[fﬁgrecme:::") with Wo!f
Acdvertising Agency, Ine., for the acquisition of certain nghts relating 10 TAI New Englanc
franchises on substantially the same erms and conditions of the draft of the White Woj#
Agreement marked 4397 A/ réquirements under said agreement for
shall be satisfied

SECTION 6.17 inati i Tre Prncizal
Sharesholder shall have termunated, a! co cost or expense to tke Company o- anvolog
Subsidianes, the option which Principai Sharetolder aeld 10 acquire the Office R
that, after the Closing hereunder. the Office Real Property wal]
Company Fee and clear of said option.

eal Propers 50
continue 1o be owred by the

SECTION 6.18 i i Purchaser shall have received such acdinona
documentation at the Closing as Purchaser and its course! may reasonably require o evidenca
comphance by the Company with all of is otliganons hereunder

SECTION 6.19 Purchaser, acting reasonably, shal: not have
rece:ved Incicatons of major dissatisfaction from a material aumber of franchisees with the
transactions contemplated hereunder and Purchaser's proposed actions with respect to the T.AJ
Sysiem Purchaser must notify the Company in writing that Purchaser and Newco intand 1o rejv
on the condition set forth in this Section 6.19 by <00 p.m. Eastern Daylight Time on May 2

1997 .y n be deemed satisfed and waived.

SECTION 6.20 I:madmlnmmmm Purchaser shall have received from the

Company copies of the franchise agreements and other agreements relating 1o the Travel
Academy franchise svstem, and Purchaser shall be reasonably be satisfied with the results of its
review of such documents or, 1f there are matters disciosed the !
wiling to accept, Purchaser shail have recsived appropriate indemnification against such marters
“nder thus Agreement from the Company and the Pnncipal Shareholder.

SECTION 6.21 Schedule M. The disclosures set forth in Schedule M to the Disclosure
Lener. which Purchaser has not vet had the OPpOTTUNiLY to review, shall, after an opportunity 1o

correct, be consistent with Purchaser's tnvestigation and otherwise reasonably acceptable 1o
Purchaser.




ARTICLE V1]

CONDITIONS TQ OBLIGATIONS OF THE COMPANY

———
R T

The obligations of the Company under th:s Agresment to consumrmars e Marg

3¢ subject to the sausfaction, or to the walver 2y it in the manner fonterlatec =v Saziion
rereof, on or Yefore the Closing Date of the fo.lowing sondinens

SECTION 7.1 i w - The represeniaticns an-
warranties of Purchaser contained in this Agreement shail de in all matenaj TesTeTis ile asg
accurate as of the date when made, and. EXCEPL a5 10 representations and warranties wiices ars
expressly limited to a state of facis existing at a time arior to the Closing Dale. shall 3¢ ir al!
matenal respects true and accurate at and as o° the Closing Date as if made or, the Clesing Date

SECTION 7.2 Performance of Covenants Purchaser and Newco snall have perzrmred
and compiied in ail material respects wits eac’ and every covenant, agreemesz: ancd zonditcn
required by this Agreement to be performec or complied with by them arior 1o or or the Cliesing
Date.

SECTION 73 ! . Noorderar
any court or adminustrative agency shall be 1n effect which resTains or prohidits any ransaction
contemplated hereby or which would limit or affect Purchaser's ownership of the Compan:. no
Suit. action fother thap the exercise of dissenters’ ngnist, tnvestigation. inquiry or proceeding by
any governmental body or other person or entity shall be pending or threatenec against
Purchaser, Newca or the Company, whicr, challenges the validity or legality, or seeks to restrain
the consummarton, of the Tansactions contemplated nereby or which seeks to Jimyt or otherwise
eifect Purchaser's ownership of tke Company* and no wrien advice shall have beer; rece:ved by
Purchaser, Newco, the Company or their respective counsel fom anv governmental bodv. ard
remain in effect, stating that an action or proceeding will, if the Merger is consummarted or
sought to be consummated, be filed seeking to invalidate or restrain the Merger or Limit or
otherwise affect Purchaser's ownership of the Company,

SECTION 7.4 Approvals and Consents. Newco's shareholder shall have approved the

the Company s articles of incorporation. and
a.l approvals of applications to pubdlic authorities, Federal, state or local, the granting of which is
necessary for the consummation of the Merger, shall have been obtained.

SECTION 7.5 Certificates. Purchaser and Newco shall have furnished the Company
with centificates of Purchaser and Newco, respectivelv, in form and substance sansfactory 1o the
Company, signed by their Tespective presidents or vice presidents, to the effect that the respective
‘epresentations and warranties of such corporations contained in this Agreement are true and
vorrectin all materiai respects on and as of the Closing Date as though such representations and
warrarntes were made at such time fexcept as to representations and warranties which are
expressly limited to a state of facts existing at a ume pnor o the Closing Date) and that such
carporations have respectively performed and complied in all material respects with all terms,
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covenants and provisions of this Agreement required to be periormed ¢r comphied With By taem
pror to or on the Closing Date

SECTION 7.6 Employment Agreement. Purchaser shail have snrered iniothe
Emplovmen: Agreement (Exhibii E) with the Principal Shareholder

SECTION .7 White Wolf Provided Whute Wo!i and the rarties other than Purcnases
are in compliance with their obligations hereunder, Purchaser shall close contemperaneous..
herewsth the White Wolf Agreement on substantially the same terms and conditions of rhe iraf

of the Whute Wolf Agreement marked 4397,

SECTION 7.8 Purchase of Gateway Trayel. Atcr befors the Closing, the Principal
Shareholder and/or his spouse shall have acquired Gateway Trave: substantially on the terms
specified in Secnon 6.10 hereof

each o7 Robert H. Reeves and Rick Tenant, who are currently empiovees o7 the Compars
understood that said emplovment offers will require relocation to the Minneapolis area. w:i
rrovide for emplovyment for at [2ast nine (9) moaths and will provide “or severapce w0 ze £2:d by
Purchaser :f erther of said individuals 1s terminated bv Purctaser other than for cause
accordance wath the normal severance pelicy of Purchaser. (Under Purchaser’s normal severaces
policy, 2ach of Messrs. Reeves and Tenant wall receive two weeks of credit for each vear of
service and will receive credit for thewr vears of service wath the Company ) In addition if such

termination occurs within the wutial six-month period, compensanon wiil be paid for the balance
of the six-month period.

ISR

SECTION 7.11 Closing Documentation. The Company shal! have recetved such
acditona documentaticon at the Clusing as the Company and its counsel may reasonably require

1¢ evidence compliance by Purchaser and NNewco with all of their okligations under this
Agreement

SECTION 7.12 Environmental Survey The environmenta] survey of surveys
conducted hetore Closing on Purchaser's behalf shall not contain results indicating that the
Company or any Subsidiary or the Office Real Property failed to comply with anv

Environmental Law in any matenal respect or otherwise disclosing any adverse results i anv
matenal respect.

SECTION 7.13 Franchisee Response. The Company, acting reasonably, shall not have
received .ndications of major dissatisfaction from a matenal number of franchisees with the
transactions contempiated hereunder and Purchaser’s proposed actions with respect to the TAI
Svstem. Tne Company must notify the Purchaser in writing that the Company intends to rely on
the condition set forth in this Section 7.13 by 5:00 p.m. Eastern Davlight Time on May 2, 1997.
i7ne such notice is given, this condition shall be deemed satisfied and waived.

4]



SECTION 7.14 Board Approval. The Company's Board of Directors shali have
approved this Agreement and the ransacicns contempiated hereby The Compnany mus: nen=
the Purchaser in writing that the Company :ntends to relv on the cond:tor s8¢ f2mm n s
Secton 7..3 by 5:00 p.m Eastern Dayiigh: Time or Mav 2, 1967 17 nesuch nanizs s givem o-oc
coudition shall be deemed satisfied and wajved.

ARTICLE V1]l
(1 OSING: CLOSING DATE

Unless this Agreement shall have been terrmunated anc the Merger herein csntempiatec
shal! have been abandoned pursuant to 2 provision of Amicle X herecf and subject to comeiance
with the conditions hereto, a closing (the “Closing™'} will be held an May 21, 1997, oron suzh
other date which is mutually acceptable to Purchaser and the Company at the offices of the
Company’s counsel, commencing at 10:00 A.M. Atsuch ime and place. the documgents rerzrrec
to in Articles V1 and VI hereof will be exchanged by the parties and. mmediateiv sherea=a:. wne
Articles of Merger will be filed by Newco and the Company with the Secretanes o< Siaze a7 <he
State of Minnesota and the State of Florida: provided. however, that 17 any of the :ondit:ens
provided for in Articles VI and VII herecf shall not have been met or waived by tha date on
which the Closing is otherwise scheduled, then, subject 1o Section 9.1 4 hereof, the parny to s
Agreement which is unable to meet such condition or conditions shal! be entitled 'orovided that
such party is acting in good faith) to postpone the Closing for a reasonable period of time bv
notce to the other parties unti! such condition or conditions shall have been met (which suck
notifving party will seek to cause 0 happen at the earliest practicable date) or waived. The date
ot whuch the Closing occurs is hereinafter referrec to as the Closing Date.

ARTICLE IX
TERMINATIQN
SECTION 9.1 Termination and Abandonment. This Agreement may be terminated

acd the Merger may be abandened before the Effective Time of the Merger. notwithstanding ans
approvai and adoption of this Agreement by the shareholders of the Company or Newco-

9.i 1 by the mutual consent of the Board of Directors of Purchaser and he Company. c:

9.1.2 by Purchaser or the Company, if the sharcholders of the Company fail to approve
the Merger at the meeting of such sharcholders called to vote upon the Merger; or

9.1.3 by Purchaser if there has been a material misrepresentation or material breach on
the part of the Company or the Principal Sharehoider in the representations, warranties or
covenants of the Company and the Principal Shareholder set forth herein, or if there has been any
matenal failure on the part of the Company or the Principal Shareholder to comply with its
obiigations hereunder. or by the Company 1f there has been a material misrepresentation or




matenal breach on the part of Purchaser or Newco in the representations. warran:ias or covenan:s
of Purchaser or Newco set forth herein. or if there has beer anv material fatjure 3r s par o7
Purchaser or Newco o comply with their obligations nereunder; or

9 14 by the Board of Directors of either the Comeany or Purchaser, at its :seretion, -~
the Merger is not effective by July 31, 1997, except that a party whose breach of trys Agresmen
has caused a delay in the consummation of the Merger shall not te enutled 10 terminare n:s
Agrezment pursuant to this Section 9.1 4

SECTION 9.2 Termination Procedures. The power of terminatior; provided for o
this Arucle [X may be exercised for Purchaser or the Company onlv by its respective Pragidern:
and will be effective only after wnitten notice thereof, signed on behaif of the party for whuch 1t
given by its President or Vice-President or other dulv authorzed officer. in the case of Purchasc
or us President in the case of the Cornpany, shall have been given 10 the ather. [f thys Agrasme
is termunated in accordance with this Article IX, then the Merger shail be apandoned withco
further action by the Company, Purchaser and Newco.

SECTION 9.3 Liability Upon Termination. [n the eveat of termination and
abandonrnent of the Merger pursuant to this Article [X. o party bereto shall have arv itag.iin
further obligation to any other party hereto except a party that is in matenal breach of its
represeatatons. warranues or coverants hereunder shall be liable for damages wicurred ™ he
other parties hereto to the extent that such damages are proximately caused by such treack

ARTICLEX a0
NDEMNIFICATION

SECTION 10.1 Indemnification by the Company and Principal Shareholder The
Princ:pal Shareholder and the Company, each, jountly and severallv, hereby agree that,
nomwithstanding the Closing, the delivery of instuments of conveyance, and regardless of anv
investigation at any ume made by or on behalf of any party hereto or of any information anv
party hercto may have in respect thereof. they wil! save, indemnifv and hold Purchaser and
Newco and, after Closing, the Surviving Corporation. (hereinafter, collectively, “the
[nde=utees™) harmless from and against anv and all liabilities, losses, damages, claims,
deliciencies, costs and expenses (including, without limitation, reasonable artormney fees and other
costs and expenses incident to any suit, action or proceeding) arising out of or resulting from and
wili pay to the Indemnitees the amount of damages suffered thereby together with any amount

which thes or any of them may pay or become obligated to pay (hereinafter ail of the foregoing
are coilecuve.ly referred to as “Damages™ on account of:

(a) the breach or inaccuracy in any material respect of any warranty or o
representation by the Company and the Principal Shareholder herein or any o
misstatement in any matenal respect of a fact or facts herein made by the
Cempany or the Prnncipal Shareholder;
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() any failure by the Company or the Princ:pal Sharenoider 12 state o-
disclose a material fact nerein necessary 10 order to make the facis hers:in srateg -
d:sclosed not misleading:

(c) any failure of the Company or the Principal Shareho!der <o neriorm

Or QDServe any term, proviston, covenant of condit:on herewnder on e nar a7
sither of them to be performed or cbserved: or

(d}  any act performed. transaction entered 1n(o or state o7 Tacts suf¥escd
10 exist by the Company or the Principal Sharehoider in vioiation 07 tie terms oF
this Agreement.

() any liability or obligation of the Company or anv Subsidiarv
(whether known or unknown, continger: or noncontingent, or otherwise’ amsing
Tom actions, events, or occurences occumnng before the Effective Time of
Merger, excepung only liabilities and obligations reflected on the baiance shee:
dated December 31, 1996, included in the Annua; Statements or arising in the
ordinary course of business after the date of such balancs sheet (nene of whick
newly arisen liabilities or obligations shall have adverse effact on the Cornpany cr

anv Subsidiary or its busiwess, properties and assets).

i) Any claur by a present or former shareholder of the Company
relating 1o the issuance of shares of stock of the Company te such shareholder or
"0 the reacquisition of such shares of stock by the Company . exceps cniv that
claims by present shareholders for the corsideraton thev are snutled ©o :n the
Merger shall not be subject to this subsecuor.

(g)  Theamount. if any, by which the total amount paid to disserting
shareholders exceeds the total Cash Conversion Amounts such dissenting
shareholders would be entitted to receive under this Agreernent.

(h) The matters specified on Exhibjt ] attached hereto.

Provided, however, that after the Closing, the Company and the Surviving Corporation shal
have no liability or obligation to anv party with respect to tndemmification claims by the
Indernnitees, except that Purchaser shall have the right ‘o offset the amount of any claim against
amounts due under the Note and against amounts, 15 any, earned under the Contingent Payment,
and provided further, that the amount of any indemnification claims shall first be pursued by
exercising said offset nght so that a claim can be recovered rom the Principal Shareholder only
:I'and 1o the extent that exercise of such nght of offset does not sufficiently provide for any
c:ams of Purchaser. It is understood that the assertion of any right of offset shall be without
prejudice to the ight of the Principal Shareholder, acting on behalf of the shareholders of the
Company, to contest the propriery of said offset. Except as limited by the foregoing pravisions,
in the event of any claim by Indemrutess under thts Section, [ndemnitees shall be entitled 1o
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exercise all remedies provided by law and/or equity with respect thereto  In additon. Purchases
siall be entitled to offset the amournt of anv such ciaim against any amounis due the Principa,
Shareholder

SECTION 10.2 Limitations Provided there has besn no knowing ané mientiona:
misrepresentaton of a matenai fact and no knowing and imenticnal filure te <isciose a maiara
{act necessary to rrake a disclosure not misleading by the Compary or the Prncipal Shareho des
the indemnification obligations of the Company and the Principa’ Sharene!des ars subiec: 1o 2acn
of the following limitations, understandings and qualificatiors:

(a)  Eachof the representations and warrantes made Sv the Company
and the Principal Shareholder in this Agreement shall survive for 2 period of ~wo
(2} years after the Closing Date; provided, however, that the represenzations and
warranties made in the foliowing Sections shall sunive for the penod indicated
for such Section: Section 1.3 {relating to Capitalization) for four (4} vears, Secuon
.11 (relating to Franchise Matters) for three (3) vears; Section 2.2 relanng to
Compliance with Laws and Environmental Maners) for six (6) vears. Seztion 2 27
{relating to ERISA and Employmert Marters) for two (2) vears; and Secuor > 23
(relating to Taxes) for six {6) years Afier the expiration date of anv covenants.
representations and warranties, no claim for indemrification based on such
covenants, representations or warranties may be asserted, except that cla:ms frst
asserted in wnting with reasonable detail before the expiration datz may be
pursued until they are finally resolved.

(o) No claim for indermnification can be mmade by Purchaser unless and
until the amount of Damages incurred by Purchaser. in the aggregate, for all
claims asserted, exceeds an amoun (the “Threshold Amount™) equal to §75,000
pius the sum of the amounts (if any} described below. but once the Toreshold
Amount is exceeded, Purchaser may recover all inderrnifiable Damages back to
dollar cne. The following amounts. if and to the extent realized. wili increase the
Threshold Amount over $75,000:

i) The arnount, if anv, by which the total amount paid
to dissenting shareholders is less than the total Cash Conversion
Amounts such disseating shareholders would be entitled to receive
under this Agreement;

{ii) ~ The amount of any collections by the Company on
any notes or recervables which had been written off as of 12/31/96,
reduced, however, bv an amount reasonably estimated to be equal
to the incorue taxes. 1f any, payable by the Company upon the
receipt of said amounts; and

(il The amount of any income wx refunds (excluding,
however, any tax refund ansing in connection with the Company ‘s

47




-31;.

investment un its Canadian subsidiary) received by the Company
for its taxable vears 1996 or any prior taxable vear as a result of
matters ansing in the Company s taxable vear 1996 or anv pre:
taxable vear.

{c) The maximum amount of indemnifiable damages recoverablzs, i

the aggregate, by Purchaser shall ot excesd an amount r1he "Cap™ scual 1o the

sum of
) $387.405,

(i) the amount of the Contingent Pavment, if any,
camed; plus

(i) $500,000.

Provided, however, that all claims for indemmnification under Section 2.23

(relating to Taxes} can be recovered in full even if they exceed the Cap, and ths

amounts of such claims shal! not be counted in determining whether the Cap bas
been reached

(dv  Where a matter giving rise t0 a claum for icdemnification also
gives rise to an income tax deduction for Purchaser (such as might occur, for
example, where Purchaser has to write off a receivable that was warranted to be
collecuble hereunder), Purchaser's claim for :ndemnification hereurder shall be
equal to the gross amourt of indemnifiable .. .ages suffered bv Purchaser,
reduced by after-tax benefi of the deductior. that Purchaser receives, so that
Purchaser wall be in the same position on =n after-tax basis as Purchaser would
have been had the elaim not arisen. Correspondingly, if the payment of any
‘ndemnification claim to Purchaser constirutes taxable income to Purchaser, the
amount of the payment to Purchaser shall be increased so that the 2mount that
Purchaser retains, after taxes, puts Purchaser on the same position, on an after-tax
basis, as Purchaser would have been had the claim oot arisen. In this connection,
{0 avoid the necessity of determining the exact income tax rate applicable to
Purchaser and its affiliates, the parties have agreed that Purchaser's margina!
income tax rate, combined. for both federal and state. is forty (40%) percent. Sad
percentage shall be utilized to calculate the value of any deductions to Purchaser.
and comrespondingly the tax upon any taxable income received by Purchaser, for
the purpose of carrying out the provisions of this subsection,

(e} The Company and the Principal Shareholder shall not have any
indemnification obligation for claims made by a TAI Franchisee, who is
"Qualifying"” as defined below, both on the Closing Date and when Purchaser or
Its affiliates offers CWT franchisees to TAI franchises, claims are dye primarily to
the failure by Purchaser or its affiliatss to offer a CWT franchise to said
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Franchusee. A Franchisee shal! be “Quahfving” onls if, as of each of the dates
referenced above, such Franchisee (i) ts not in arrears (over $C days). i1t s
operating under a current (non-expired) franchise agreement. and (ii1) 15 not
otherwise in material default. [t is understood that this exciusion snai! ne: zppl>
t0 other ¢laims, if any, which may be made by such a Franchisee

ARTICLE XI
MISCELLANEOY'S PROVISIONS
SECTION 11.1 Amendment and Modification. To the fullest extent permirted &

applicable law, this Agreerneat may be amended. modified and supplemented with respec: o an
of the terms contained herein by murual consent of the respective Boards of Directors of the
Company, Purchaser and Newco, or by their respective officers duly authorized by such Boards
of Directors, by an appropriate written insoument executed at any time prior to the Efective
Time of the Merger; provided, however, that following an affirmative vote a: the sharehoiders
meeting referred to in Section 4.1 2 hereof, this Agreement may not be amended ‘o reduce the
consideration payable in the Merger in respect of shares of Company Common Stock without
obtaining the approval of the Companv’s shareholders in the manner required by law

SECTION 11.2 Wajver of Compliance. To the fullest extent permirted by law, 2ach of
Purchaser, Newco and the Company may, pursuant 1o action by its respective Board of Directors.
or 1ts respective officers duly authonzed by 1ts Board of Directors. by an instrument in writing
extend the time for or waive the performance of any of the abligations of the other or waive
compliance by the other with any of the covenants, or waive anv of the conditions of its
ooligations, contained herein; provided, however, thal the obtaining of the approval of tae
shareholders referred 10 10 Sections 6.4 and 7.4 hereof shall not be waivable. No such extension
of nme or waiver shall operate as a waiver of, or 2stoppel with respect 10, any subsequent or
other failure

SECTION 11.3 Suryival of Representatjons apd Warrnnties. The respective
representanons and warranties of each party hereto contained herein shall not be deemed to be
walved or otherwise affected by any investigation made by the other parties hereto. The
representations and warranties of Purchaser. Newco and the Company and the Principal
Shareholder contained herein or wn any decument furnisned pursuant hereto shal! survive the
Merger.

SECTION 11.4 No Third Party Rights Except as otherwise provided in this
Agreement, nothing herein expressed or implied is intended, nor shall be construed, to confer
upon or give any person, firm or corporation, other than Purchaser, Newco, the Company and
their respective security holders, any nghts or remedies under or by reason of this Agreement.



SECTION 11.5 Confidentiality. Purchaser and the Company shail honor the

confidentiality agreements previously delivered Oy 2ach such party 10 the other wath respect 12
marters pertaining to the Merger

SECTION 11.6 Notiges Ail notces. requests, demands and other sormumunicatens
required or permitted hersunder shall be in wTting and shail e deemed 0 have meen 2y Tonen
when delivered by hand or when mailed by registered or cetified ma:l, postage rrepaid. or whar
given by telex or facsimile transmission {promptly canfirmed in wnting), as Soilows

.....

(a)  Ifto the Company and the Principal Shareholder:

Mr. Roger E. Block

Carison Travel Agents International, Iac.
9887 Fourth Street North, Second Floor
St. Petersburg, FL 33702

with a copy to:

Mr R. Donald Mastr
Holland & Knight

One Progress Plaza, Suite 1600
St. Petersburg, FL 33701-3845

or to such other person as to the Company shall designate in wnting. such writing
to be deiivered to Purchaser in the manner provided in this Section ! 2 6 and

-

B [f to Purchaser or Newco-

Dan E Lee, Associate General Counsel
Legal Department

Carlson Companies, Inc.

Carlson Parkway

P.0. Box 59159

Minneapolis, MN 55459-8249

with a copy to:

John Dignan, Vice President and CFO

Carlson Travel Group, Inc.

Carlson Parkway SR
P.0. Box 59159
Minneapolis, MN §3459.8207

or to such other person as Purchaser shall designale in writing, such writing to be
delivered to the Company tn the manner provided in this Section 12.6.

50



SECTION 11.7 Assignment. This Agreermentand all of the provisions nereof shy )y be
binding upon and inure to the benefit of the parties hereta and the:- respeciive successars ane
permitted assigns, but neither this Agreement nor any of the nghts. intsrests or othzations
hereunder shall be assigned by any of the parties hereto without the PTIOr WTITLer: Corsen: of tha
other parties; provided, however, that Newco may assign this Agreement and its ngi:s, lnterssts
and obligations hereunder to another direcily or indirsctly wholls -owned subsidiar of Pyr
without the consent of the Campany

SECTION11.8 To The Best Knowledge Wherever a renresentation or wamrann o

other statement is made hereunder "o the hes: knowiedge” 0a parmy, the represenlaucs anc
warranty shall be deemed made 0 the best knowiedge of said party aRer reasonab;e nvestigat:on
and imputing to such party matters which such party’. acing reasonably, should kave kpour

SECTION11.9 Governing Laws This Agreement and the legal relatiors herweer, the

parties hereto shall be governed by and construed i accordance with the laws of the Stae of
Minnesota.

chaser

SECTION 11,10 Counterparts This Agroement may be cxecuted simultaneous!s 1o
Fw0 or more counterparts and by the different na~ies hereto on separate counterpars. each of
which shall be deemed an original, put ai] of which together shall consuruze one and the sa—e
instrument,

SECTION 11.11 Headings and References The headings of the Sections and Arcles

of thus Agreement are inserted for convenence of reference only and shall not constitute a part
nereof. All references herein to Sections and Articies are *o sections and articles of this
Agreement, uniess otherwise (ndicated.

SECTION 11.12 Entire Agreement This Agrezment (tncluding the Exhibits hereto
anc the Disclosure Letter and the documents referred 10 herein. a!l of which form a part hereof)

and the confidentiality agreement executed by Purchaser and the Company 1o contain the entire
understanding of the parties hereto in respect of the subject maner contained herein and

supersede all pnor agreements and understandings between the parties with respect to such
subject marter.

SECTION 11.13 Expenses. Whether or not the transactions contemplated hereby are
consummated, each of the parties hereto shall paY .15 own expenses incwred in connection with
the authonzation, preparation, execution or performance of this Agreement and all transactions
contemplated hereby, including wathout !imitation al] fees and expenses of agents,
representatives, counsel and accountants. [t is understood and agreed that if the Merger is
consummated as contemplated hereby, the cxpenses incured by the Company and its
sharehoiders (including charges for counsei and accountants and inciuding the expenses for the
Utle insurance and survey referred (o in Secnon 6.14 hereof) shal! either be paid out of the Cash
Conversion Amounts or shall be the responsibility of the Principal Shareholder, and shall not be
borne by the Company or the Surviving Corporation, provided, however, that up to, but not in




excess of $25,000 for counsei fees may be charged to the Company and berne by the Company,
without it being subrec: to the requirements of this Section tha: thev be borme out of *he Cas»
Conversion Amounts or borne by the Principal Shareholder

SECTION 11.14 Publigity Except as otherwise required by ‘aw prior io the Sfact e
Time of the Merger. neither Purchaser nor the Company shal! :ssue or cause the cukhicauern of
any press release With respect 1o the transactions contemplated by this Agreemen: withou: e

consent of the other party, which consent shail not ke unreasonabiv withheid or detaved

SECTION 11.15 Company Indemnification. At the present nme. the Prrcipa.

o Shareholder is entitled to indemnification from the Company and the Subsidianes .= certain

X circurnsiances pursuant to the By-Laws of the Company or the Subsidiaries for matters ansing 1n
' connection with Principal Sharchoider acting as an officer, employee or director of the Comrarny
or Subsidiaries. After the Closing hereunder, the Surviving Corporation or the Subsidiaries sha!l
continue to provide such indemnification to the Principal Shareholder with respect to acts o7 the
Principal Shareholder covered by such indemnification which occurred prior o the Closing Date.
subject 10 and upon the terms and conditions whuch presently apply to such indemn:fication
Notwithstanding the foregoing, however, it is understood and agreed that the Surviving
Corporation and the Subsidiaries shall not be required to provide such indemnificat:on as anz -2
the extent that the matter giving tise to the claim for inderanification by the Principai
Shareholder also is a matter which is a basis for a ciaim for :ndemnification by Purchaser under
the provisions of this Agreement.

SECTION 11.16 Joint and Seyeral All agreements, covenants, representations.
warrantes and obligations of the Company and the Principal Shareholder hereurder shal: e oint
and several obligatiors of the Company ard the Principal Skareholde:

SECTION 11.17 Related Partica. Except for the Speilbound lease that wil} expire as
specified on Schedule "G™ to the Disclosure Letter. cormmencing as of the E ffective Time of the
Merger, any agreements or business relationships berween the Company and any Subsidianes
and any related parties shall either be terminated or shall be renegotiated on an arms-length basis,
at no cost or expense to the Company or the Subsidiaries.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be dulv
executed as of the date and vear first written above.

PURCHASER

CARLSON TRAVEL GROUP. INC.




NEWCQ:

CARLSON TRAVEL AGENTS
INTERNATIONAL, INC.

Roger E. Blotk
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Landlord Estoppel Certificates

Specific Matters Subject to [ndemnification

GP:369243 vil




GPMM&R DRAFT 4/13/97

NON-NEGOTIABLE
PROMISSORY NOTE

$387,405.00 May __, 1997

Minneapolis, Minnesota

FOR VALUE RECEIVED, the undersigned, CARLSON TRAVEL GROUP,
INC,, a California corporation (“Carlson”™) promises to pay to the order of ROGER E. BLOCK
(“Agent’) as agent for the former shareholders of INTERNATIONAL FRANCHISE GROLUP,
INC. (“IFG™), the principal amount of Three Hundred Eighty-Seven Thousand Four Hundred
Five and 00/100 Dollars ($387,405.00), with simple interest at the rate of seven and one-half
percent (74%) per annum, as follows: The entire principal balance of this Note, 1ogether with
any accrued interest, shall be due and payable on the third anniversary of the date hereof subject
to the exercise of any rights of offset by Carlson. Interest under this Note shall be payable every
six months, with the first such payment due six months from the date hercof. Interest payments
shall be paid by Carlson delivering to Agent or sending directly, if Ageat so directs, checks made
payable to the former sharcholders of IFG for the amount of interest due them; proyided,
however, that where the amount of interest payable to any such shareholder under this Note is
less than $10.00, no payment of interest shall be made until the interest has accumulated to

$10.00. In any event, if not sconer paid all interest will be paid at the time the principal balance
of this Note is due.

All payments hereunder shall be made in lawful currency of the United States at

, Florida » or such other place as the Agent may from time to time
in writing appoint, and all such payments shall be applied first to accrued and unpaid interest, if
any, and the remainder to principal.

The undersigned may, from time to time, prepay all or any portion of the
installments of principal due hereunder without premium or penalty.

This Promissory Note is issued pursuant to the terms of that certain Agreement
and Plan of Merger dated April __, 1997 by and among Purchaser, its indirect subsidiary Carlson
Travel Agents, International, Inc., [FG and Roger E. Block, in his individual capacity (the
“Merger Agreement™). This Promissory Note is subject to and governed by the Merger
Agreement, including being subject to rights of offset as provided therein.

Upon the occurrence of any of the following events of defauit:




(a) A failure by the undersigned to pay in full any instaliment
of principal hereunder within ten (10) days afier the same becomes due and
payable;

(®)  voluntary or involuntary liquidation or dissoluticn
proceedings shall be commenced by or against the undersigned, and any such
proceeding instituted against the undersigned shall not be dismissed or stayed
within sixty (60) days after the commencement thereof:

(¢)  the undersigned shall admit in writing its general inability
to pay its debts as they become due, shall make a written assignment for the
benefit of creditors, or any bankruptcy, insolvency or similar proceeding shall be
instituted with respect to, by or against the undersigned, and any such proceeding
instituted against the undersigned shall not be dismissed or stayed within sixty
(60) days after the commencement thereof:

then the holder hereof may, at its option, declare the entire principal amount hereof immediately
due and payable and the same shall forthwith become due and payable without presentment,
demand, protest or other notice of any kind, all of which are expressly waived.

The non-prevailing party in any proceeding to enforce the terms of this Note shall
pay the prevailing party's reasonable attomeys’ fees and expenses.

This Note shall be governed by the internal laws, rather than the conflicts of laws
rules, of the State of Minnesota.

CARLSON TRAVEL GROUP, INC.

By

Its

GP 375525 v2
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(American Land Titls Association Owner’s Puiicy - 10-17-92) (With Florida Modifications)

OWNLER'S TITLE INSURANCE POLICY

Attorneys’ Title Insurance Fund, Inc.

ORILANDO, FLORIDA

SUBJECT TO THE EXCLUSIONS FROM COVERAGE, THE EXCEPTIONS FROM
COVERAGE CONTAINED IN SCHEDULE B AND THE CONDITIONS AND
STIPULATIONS, ATTORNEYS' TITLE INSURANCE FUND, INC., a Florida
corporation, herein called The Fund, insures, as of Date of Policy shown in Schedule A,

against loss or damage, not exceeding the Amount of Insurance stated in Schedule
A, sustained or incurred by the insured by reason of:

1. Tide to the estate or interest described in Schedule A being vested other than as
stated therein;

2. Any defect in or lien or encumbrance on the tile;

3. Unmarketability of the title;

4. Lack of a right of access to and from the land.

The Fund will also pay the costs, attorneys' fees and expensesincurred in defense of the title,
as insured, but only to the extent provided in the Conditions and Stpulations.

In Witnass Whereof, ATTORNEYS' TITLE INSURANCE FUND, INC. has caused this policy

to be signed and sealed as of Date of Policy shown in Schedule A, the policy tobecome
validwhen countersigned by an authorized signatory.

.:;(\;‘T‘;:";ﬂ::\ . Attorneys’ Title Insurance Fund, Inc.
3 ' b Y
f’é‘- . r.°”°:"’r 4\

AT |
& sEAL WW
s By |

Tetnier

Charles J. Kovaleski
President

SERIAL

861599

FUND FORM QFM (rev. 2/973)
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FUND OWNER'S POLICY
Schedule A

Page 1

Policy No.: oFH- B61599 Fund Pila Numher 04 -193-3277-2
Bffective Date: February 2, 1994 at 7:32 PM 8431-a

Amount of Insurance: $1,112,000.00
1l, Name of Insured:

International Franchise Group, Inc.

2. The estate or interest in ths land described herein and which is covared by thia
policy is a fee simple and is at the sffective data hereof vosted in the named
insured as shown by inatrument recorded in 0fficial Records Book 8554, Page 815, of
the Public Records of Pinellas County, Plorida.

3. The land referrad to in this paiicy 1s described as follows:

Lot 1 in Block 1 of J. J. W. SUBDIVISION according ﬁo the map or plat thereof as
recorded in Plat Book 88 at Page 29 of the public records of Pinellas County, Florida.

I, the undersigned agent, hereby certify that
* the transaction insured herein {as governed by RESPA, —Yes X No
* if Yeq to above, I have performed all "coro title agant services."® __Yas ¥ No

AGENT NO. : 229012 MAILING ADDRESS;

ISSURBD BY: a & Hall, p, A
28050 US Hwy 19 N
f Clearwater, Plorida 34621

AGENT'S SIGNATURE




FUND OWNER'S POLICY
/ Schedule B

Continued Page 2

Policy No.: OpM~ 861599 Fund Fila Number 04-93-3277-2
8431-A

This policy dves not insura against loss or damage by reason of the following axceptions:

1. Taxes for the year of the effective data of this policy and taxes or spacial
assesgments which are not shown as existing liens by the public records.

Rights or claims of parties in possession not shown by the public records.

Encroachments, overlaps, boundary line disputes, and any other matteras which would be
disclosed by an accurate survey and inspection of tha premisean.

Easements or claims of easementa not shown by the public records.

Any lien, or right to a lien, for services, labor, or material heretofore or
hereafter furnished, imposed by law and not ghown by the public records.

Easement to Florida Power Corporation recoxded August 13, 1984 in OR Book 5821, Page
1789.

Matters as shown on the plat of J. J. W. Subdivision recorded in Plat Book 88, Page
29,

Mortgage to Marine Bank, mortgagee, racorded in OR Bock 8554, Page 81a.

Assignment of Rents and Leases from International Franchise Group, Inc. to Marine
Bank dated January 31, 1994 and reccrded February 2, 1994 in OR Book 8554, Page 833,

10. UCC-Financing Statement executed by International Franchise Group, Ine. in favor of
Marine Bank, recorded February 2, 1994 in OR Beok B554, Page 838.

11. Tenants occupying and in possession of the real property.
12. Matters noted on Survey prepared by FLD&E Surveying, Inc. dated December 30, 1993,

Items 2 through 5 in Schedule B above are hereby deleted.




L
Exdusions from Coverage
The following matters are expressly excluded from the coverage of this policy and The Fund will
not pay loss or damage, cosu, attorneys’ fees or expenses which arise by reason of:

1. (a) Any law, ordinance or governmental regulation {including but not limited to building and
zoning laws, ordinances, or regulations) restricting, regulating, prohibiting or relating to (i)
the occupancy, use, or enjoyment of the land; (ii) the character, dimensions or location of any
improvementnow or hereafter erected on the land; (iii) a separation in ownership orachange
in the dimensions or area of the land or any parcel of which the land is or was a part; or (iv)
environmental protection, or the effect of any violation of these laws, ordinances or govern-
mental regulations, except to the extent that a notice of the enforcement thereof or a notice
ofa defect, lien or encumbrance resulting from a violation or alleged violation affecting the
land has been recorded in the public records at Date of Policy.

(b) Any governmental police power not excluded by (a) above, except to the extent that a notice
of the exercise thereof or a notice of a defect, lien or encumbrance resulting from a violation
or alleged violation affecting the land has been recorded in the public recordsat Date of Policy.

2. Rights of eminent domain unless notice of the exercise thereof has been recorded in the public
records at Date of Policy, but not excluding from coverage any taking which has occurred prior to
Date of Policy which would be binding on the rights of a purchaser for value without knowledge.

3. Defects, liens, encumbrances, adverse claims or other matters:
(a) created, suffered, assumned or agreed to by the insured claimant;

(b) not known to The Fund, not recorded in the public records at Date of Policy, but known to
the insured claimant and not disclosed in writing to The Fund by the insured claimant prior
to the date the insured claimant became an insured under this policy;

(¢) resulting in no loss or damage to the insured claimany;
(d) attaching or created subsequent to Date of Policy; or

(e) resulting jn loss or damage which would not have been sustained if the insured claimant had
paid value for the estate or interest insured by this policy. :

4. Any claim, which arises out of the transaction vesting in the insured the estate or interest insured

by this policy, by reason of the operation of federal bankruptcy, state insolvency, or similar
creditors’ rights laws, thatis based on:

{3) the transaction creating the estate or interest insured by this policy being deemed a
fraudulent conveyance or fraudulent transfer; or

(b) the transaction creating the estate or interest insured by this policy being deemed a
preferential transfer except where the preferential transfer results from the failure:

(i) to timely record the instrument of transfer; or
(i1} of such recordation to impart nolice to a purchaser for value or a judgment or lien
creditor.

Conditions and Stipulations (below insert)




EXHIBIT C

(LETTERHEAD OF HOLLAND & KNIGHT)

GPM DRAFT: 4/13/97
April ___, 1997

Carlson Travel Group, Inc.

Carlson Travel Agents International, Inc.
12755 State Highway 55

Minneapolis, Minnesota 5544 |

Gentlemen:

We have acted as counsel to International Franchise Group Inc., a Florida
corporation (the “Company”) and to its principal sharehoider, Roger E. Block (the
“Principal Sharcholder’) in connection with the preparation, execution and delivery of an
Agreement and Plan of Merger (the “Merger Agreement”) dated April ——» 1997, by and
among the Compeny, the Principal Shareholder, Carlson Travel Group, Inc. (“Purchaser™
and Carlson Travel Agents International, Inc. (*Newco™). The Merger Agreement
provides for the merger (the “Merger”) of Newco with and into the Company. This is the
opinion of counsel referred to in Section 6.5 of the Merger Agreement. Capitalized terms

used herein which are not otherwise defined herein shall have the Mmeanings attributed to
them in the Merger Agreement.

In connection with our rendering of this opinion, we have examined originals or
copies identified to our satisfaction as being true copies of the foliowing:

A. The Merger Agreement:

B. The Non-Compete Agreement between Purchaser and the Principal
Shareholder and his spouse, Victoria Block (the “Non-Compete™);

C. The Employment Agreement between Cartson Travel Group, Inc. and the
Principal Shareholder;

D. The Articles of Merger to be filed with the Florida Secretary of State to P
cffectuate the Merger of Newco into the Company. T

(Hereinafter the documents listed above are sometimes collectively referred to as the
“Acquisition Documents.")



Carlson Travet Group, Inc.

Carlson Travel Agents International, Inc.
Page 2

April 14, 1997

In furnishing this opinion, we have examined the Articles of Incorporation, by-
laws, stock transfer records and the minutes of the Company. As to the good standing
and qualification of the Company and the Subsidiaries, we have relied on a good standing
certificate of the States identified below. We have examined and relied upon
representations and warranties as to matters of fact {other than facts constituting
conclusions of law) contained in and made pursuant to the Acquisition Documents. We
also have examined and relied upon such other documents, instruments and certificates of

public officials and made such other investigations of fact and law as we have deemed
necessary.

We have assumed the genuineness of all signatures other than those of the
Company and the Principal Shareholder, the authenticity of all documents submitted 10 us
as originals, the conformity to original documents of all documents submitted to us as
certified or photostatic copies and the autheaticity of the originals of such latter
documents. We have further assumed that the Acquisition Documents constitute the
legal, valid and binding obligations of all parties thereto other than the Company and the
Principal Shareholder.

In connection with the opinions and other matters set forth herein, the words “our
knowledge" and similar language signify that, in the course of our representation of the

any in matters with respect to which we have been engaged by the Company as
counsel, nc information has come to our attention that has given us actual knowledge or
actual notice that any such opinions or other matters are not accurate and that any of the
foregoing documents, certificates, records and information on which we have relied is not
accurate and complete. Except as otherwise stated herein, we have undertaken no
independent investigation or verification of such mafters. The words “our knowledge™
and similar language used herein are limited to the knowledge of the lawyers within this
firm who have worked on matters for the Company within the last twelve months.

The opinions set forth herein are limited 1o matters of Florida and applicable
federal law. We express no opinion with respect 10 the laws of any other jurisdiction.
For purposes of this opinion, we have assumed that the internal laws (as opposed to the
choice of law rules) of the state of Florida and applicable federal law would apply end
have rendered our opinion on that basis. To the extent that the law of another jurisdiction
applies, we have assumed that the law of that jurisdiction would be the same as Florida
law. We render no opinion as to the enforceability of any choice of law provision.

Based upon and subject to the foregoing, we are of the opinion that;
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1. Each of the Company and the Subsidiaries is a corporation duly organjzed,
validly existing and in good standing under the laws of the State of Florida and has al
requisite corporate power and corporate authority to own, lease and operate its properties
and to conduct its business. Exhibit A attached hereto specifies the states where the
Company and each Subsidiary are qualified to do business as foreign corporations.

2, The Company has authorized capital consisting of:

(a) 4,000,000 shares of common stock of $.01 par value, of
which 3,099,237 shares are issued and outstand:ng;

(b) 5,000 shares of Company Original Preferred stack of $100
par value per share of which 805.63 shares are issued and outstanding;

(c) 25,000 shares of Company Preferred Stock B of $169 par
value per share of which 2,472.3] shares are issued and outstanding; and

(d) 25,000 shares of Company Preferred Stock C of $100 par
value per share, of which 216.42 shares are issued and outstanding.

No preemptive or similar rights will arise as a result of the transactions contemplated by
the Merger Agreernent.

3. Each Subsidiary has authorized capital and issued and outstanding shares
as specified in the Merger Agreement. All issued and outstanding shares of stock of each
Subsidiary are owned by the Company, except that in the case of Travel Agents

International Franchising Corp., all of the issued and outstanding shares are owned by
Travel Agents [ntemational, Inc,

4, To our knowledge, there are no voting trusts, voting agreements,
trrevocable proxies or other agreements in effect relating to any shares of Company Stock
iary other than as may be disclosed in the Merger Agreement.
Except as disclosed in the Merger Agreement, 1o our knowledge, the Company and each
Subsidiary does not have outstanding any option, warrant or other right obligating it to

issue, or permitting or requiring it or others to purchase or convert any obligation into,
securities of the Company or such Subsidiary.

5. The Company has full corporate power and corporate authority to
consummate the transactions contemplated by the Acquisition Documents and the terms
and conditions set forth therein, and no permit, consent, approval, authorization or other
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order of or filing with any governmental authority is required in connection with such

authorization, execution, delivery and consummation, other than the filing of Articles of
Merger and as disclosed in the Merger Agreement.

6. The execution and delivery by the Company of the Acquisition
Documents and the consummation by the Company of the transactions contemplated
thereby have been duly approved by the Board of Directors and the shareholders of the
Company, and no other corporate or shareholder approval with respect to the Company is
required. The Merger Agreement has been duly authorized, executed and delivered on
behalf of the Company and constitutes a valid and binding agreement enforceable in
accordance with its terms. The Acquisition Documents have been duly executed and
delivered on behalf of the Principal Shareholder, and constitute valid and binding
agreements enforceable in accordance with their terms.

7. The execution, delivery and performance by the Company and the
Principal Shareholder of the Acquisition Documents will not (1) violate any provisions of
the Articles of Incorporation or by-laws of the Company, or (ii) violate (A) any statute,

rule or regulation, or (B) to our knowledge, any order, writ or agreement applicable to the
Company or the Principal Shareholder, or to which any of the Company or the Principal
Shareholder is a party or by which any of them is bound.

8. Assumning that Purchaser and Newco comply with the applicable
provisions of the laws of the state under which each is organized in all respects as to the
Merger, the Merger will be validly effected under the Florida Business Corporation Act
of 19__, as amended, as provided in the Articles of Merger, upon proper filing of the
Articles of Merger by the Secretary of State of Florida.

9. To our knowiedge, there is no action, suit or proceeding at law or equity,
or before any federal, state or local governmental departments, commission, board,
bureau, agency or instrumentality, domestic or foreign, pending or threatened against the
Company or any Subsidiary or any of their respective properties, except as may be
disclosed in the Merger Agreement.

In addition to the qualifications set forth above, the opinions set forth herein are
also subject ta the following qualifications:

A. The enforceability of the Acquisition Documents may be limited by
bankruptcy, insolvency, fraudulent conveyance, fraudulent transfer, reorganization,
arrangement, moratorium, or other laws or judicial decisions relating to or generally
affecting the rights of creditors or lenders and by general principles of equity (whether
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such enforcement is sought in an action at law or in equity) affecting the enforcement of
agreements generally. Any particular right or remedy provided by the Acquisition
Documents, including equitable remedies, may be unavailable or limited under equitable
principles, or due to requirements as to prior notice, judgment or decree of 3 court of

competent jurisdiction, materiality, commercial reasonableness, conscionability or good
faith, among others.

B. The availability of the remedy of specific performance or injunctive reljef,

or any other equitable remedy, is subject to the discretion of the court before which any
proceeding therefor may be brough.

C. We call your attention to the fact that we have not regularly represented
the Company or the Principal Sharcholder. There therefore may exist matters of a legal
nature relating to the Company or the Principal Shareholder of which we are not aware.

D. [Any standard qualifications in Fiorida re Non-Competes)

E. We arc furnishing this opinion to you in connection with the Acquisition
Documents and this letter is solely for your benefit. This letter is not to be used,
circulated, quoted or otherwise referred to or relied on for any other purposc.

HOLLAND & KNIGHT

By:

GP:378514 v




Draft: 4/14/97 (evening)
EXHIBIT D

NON-COMPETFE AGREEMENT

AGREEMENT dated May __, 1997, between CARLSON TRAVEL GROUP, INC., a
California corporation (“Purchaser™ and ROGER E. BLOCK and VICTORIA BLOCK, husband
and wife residing in Clearwater, Florida (collectively the “Shareholders™)

WITNESSETH:

WHEREAS, Purchaser, its indirect subsidiary Carlson Trave] Agents [nternational, Ine.
(*Newceo”), Intemational Franchise Group, Inc. (*IFG™) and Roger E. Block (“Block’
to that certain Agreement and Plan of Merger dated April __, 1997 (the
providing for the merger of Newco with and into the Company so that
an indirect subsidiary of Purchaser.

") are parties
“Merger Agreement”)
the Company wil] become

WHEREAS, Sharcholders are the principal shareholders of the Company and through

such share ownership, as well as other agreements entered into in connection with the Merger
Agreement, will be financially benefited by the Merger Agreement,

WHEREAS, as a condition to closing the Merger Agreement and in order to satisfy a

requircment set forth therein, Purchaser desires to receive Shareholders® covenant not to compete
and other agreements set forth hersin.

NOW, THEREFORE, in consideration of the premises and the mutual covenants
hereinafter set forth, Purchaser and Shareholders agree as follows:

ARTICLE [
NON-COMPETE COVENANT

In this Article I;

“Corporate Product” means any product or service
(including any component thereof and any research to develop
information useful in connection with a product or service) that is
being designed, developed, manufactured, marketed or sold by
Purchaser or its subsidiaries or affiliates or with respect to which
Purchaser or its subsidiaries or affiliates has developed or acquired
Confidential Information which it intends to use in the design,

development, manufacture, marketing or sale of a product or
service,




“Competitive Product” means any product or service
(including any components thereof and any research to develop
information useful in connection with the product or service) that
is being designed, developed, manufactured, marketed or sold by
anyone other than Purchaser or its subsidiaries or affiliates, and is
of the same general type, performs similar functions, or is used for
the same purposes as a Corporate Product which Block worked on
or assisted in any significant respect Purchaser or its subsidiaries of
affiliates in marketing during the last two (2) years of employment

or about which Block received or had knowledge of Confidentia]
Information.

In consideration for the compensation ang benefits provided for herein and the acquisition
by Purchaser of International Franchjse Group, Inc. under the Merger Agreement, each of the
Shareholders agrees that during the Term, as defined below, each of the Shareholders will not,
directly or indirectly, own, be employed by, or otherwise render services to any person or entity

Purchaser or its subsidiaries or affiliates actively markets a Corporate Product, or intends at the
time of the employment termination of Block to actively market a Corporate Product of the same
general type or function. The “Term” shall mean the period commencing on the date hereof and

Each of the Shareholders understands and acknowledges that at the present time,

ate Products include the provision of travel-related services and products, the franchising
of travel-related services and products. Each of the Shareholders understands and acknowledges
that the foregoing description of Corporate Products and geographic market may change, end the
provisions of this section shall apply to the Corporate Products and geographic market of
Purchaser and its subsidiaries and affiliates in effect upon the termination of Block's
employment with Purchaser and its subsidiaries or affiliates.

Notwithstanding the foregoing, Shareholders shali be free to operate Gateway Travel as a
franchise of Purchaser or its affiliates d

agencies are owned solely by Shareholders and their parents and children and that duning the

Term such agencies will not be members of a franchise group that competes with Purchaser or its
affiliates.




ARTICLE I
NON-DISCLOSURE COVENANT

During and after the term of this Agreement, each of the Shareholders shalj not
communicate, divulge or use, any secret, confidential information, confidential customer list, or
trade secrets which relate to the business or assets of the Company and its subsidiaries, or to the
business of Purchaser or its affiliates and subsidiaries, to or on behalf of any person or entity,
except (i) as designated by Purchaser, and (ii) as required by law. This obligation shall apply
with respect to any such item until such item ceases (other than due to S hareholders) to be secret
or confidential. Shareholders shall take al] reasonable actions to comply with the provisions of
this non-disclosure covenant. Wherever Shareholders learn that disclosure of any such secret,
confidential information, confidential customer list or trade secrets may be required by law,
Shareholders shall promptly advise Purchaser of the same so that Purchaser may contest such
disclosure, and Shareholders shall provide assistance on a reasonable basis to Purchaser in
contesting such disclosure.

ARTICLE III
REMEDIES

In the event of any actual threatened breach of the provisions of Articles I or II hereof by
Shareholders, Purchaser shall be entitled to all rights and remedies available at jaw or in equity,

including without limitation the right 1o obtain damages for such breach or nen-adherence and
the right to enjoin Shareholders, or any person or entity in or threatening breach or

non-adherence, from commencing or continuing, and to remedy, the activities which constitute
such breach or non-adherence.

ARTICLE IV
CONSIDERATION

Shareholders acknowledges that they will be benefited by the Merger Agreement, and
that they are entering into this Agreement to satisfy a condition of the Merger Agreement,




ARTICLEY
MISCELLANEQUS

5.1 : . This Agreement, together with the Merger
Agreement and the agreements and documents executed in connection therewith, contains the
entire agreement among the parties, superseding in all respects any and all prior ora] or written
agreements or understandings pertaining to the subject matter hereof and transactions
contemplated hereby, and shail be amended or modified only by a written instrument signed by
all of the parties hereto. Unless the context clearly requi

quires otherwise, terms employed herein
shail have the same meaning as set forth in the Merger Agresment.

5.3 : - This Agreement shall be binding upon. and shall
inure to the benefit of and be enforceable by, the parties hereto and their respective heirs,

successors and assigns, but this Agreement shall not be assignable by Shareholders,

irectly. For these purposes, control shal] mean the
ownership of twenty-five percent (25%) or more of the ownership interest in or voting control
over a company (whether the company is a corporation, partoership, limited liability company or
other business entity).




+ This Agreement may be executed in severa] counterparts, each of which
original, but all of which shall constitute one and the same instrument.
83 contained herein are for reference purposes only and shall not ip any way

g oOr interpretation of this Agreement. This Agreement shal! be governed,
enforced and construed under the laws of the State of Minnesota.

BURCHASER:
CARLSON TRAVEL GROUP, INC,

By
fts

SHAREHOIDERS:

By

Roger E. Block

By

Victoria Block

GP:37$521 vd
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EXHIBIT E
EMPLOYMENT AGREEMENT
This EMPLOYMENT AGREEMENT (the “Agreement”) is made this day of May,

1997, by and between CARLSON TRAVEL GROUP, INC. (“Carison™) and ROGER E.
BLOCK (“Block™).

RECITALS
A. Carlson desires to employ Block in accordance with the terms of this Agreement.
B. Carison and Block desire to enter into this Agreement.
AGREEMENT

In consideration of the above recitals and the promises sct forth in this Agreement, the
parties agree as follows:

L Nature and Capacity of Employment. Carison hereby agrees to employ Block s Vice
President Franchise Development & Industry Relations, pursuant to the terms of this Agreement.
Block agrees to perform, or be available to perform, on a full-time basis, the functions of this
position as they are determined by Carlson, pursuant to the terms of this Agreement. Block will
report to the President of the Carlson Leisure Group.

Initially, Block will be located in the St. Petersburg, Florida area. Block will not be
required to move fro. i iliti

.  Termof Employment. The term of Block's employment under this Agreement shall
commence as of May __, 1997 and continue until May _, 1999, unless earlier terminated by
cither party as provided for hereinafer, Block's employment under this Agreement may not be
extended beyond May __, 1999 except in & writing executed by Block and Carison.

ll.  Annual Baae Selary. The annual base salary which Carlson agrees to pay to Block
during the term of this Agreement shall be One Hundred Fifty-Six Thousand Dollars

($156,000.00) payable according to Carlson’s normal payroll practices,
IV, Discretionary Bonuses, Carlson, in its sole discretion, may pay Block in addition to the

annual base salary set forth above an annual bonus of up to one-half his base salary, plus a
potential additional “Gold Zone™ bonus. For 1997, the bonus payable hereunder shall be pro-

(4/14)
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rated based on the commencement date of his employment with Carison,

V. Signing Rongg. Contemporaneously with the execution of this Agreement, Carlson is
paying Block a one-time signing bonus of $550,000 in consideration of Block's agreeing to enter
into an employment relationship with Carlson as provided herein.

VI.  Incentive Bonus. In addition to the other amounts set forth berein, Block shal] be
entitled to eam a one-time incentive payment (the “Incentive Bonus™) of up to $470,000 (the
“Target Amount™) based on a comparison of (a) the number (the “Original Number™) of TAI
franchisees, as defined below, at the time of Closing (the “Original Franchisees™, to (b) the
number (the “Two-Year Number™) equal to (1) the number of start-up franchisees who are
franchisees on the Determination Date, a3 defined below, including for these purpeoses both
Original Franchisees who continue to be franchisees on said date and new start-up franchisees, as
defined below, added after the closing who are stil] franchisees on said Date, reduced by (ii) the
number of Carlson Wagonlit franchisees, as specified below, who on the Closing Date were
within a non-compete arca granted 1o an Original Franchisee, and who have ceased for any

In addition, it is agreed that in the event Robert Reeves does not continue his employment
with Carlson or any subsidiaries or affiliates of Carlson through the second anniversary of the
date hereof, the Target Amount shall be increased by $30,000, to $500,000, to compensate Block
for the increased cffort which will be required from him due to Reeves’ departure,

For purposes of this section, 8 “Carison Wagonlit franchisee” shall mean a franchisee of
the Carlson Wagonlit system; Provided, however, this shall not include such franchisees who are,
as of the date hereof or the Determinstion Date, as applicable, either ninety (90) or more days in
arrears for more than $1,000 or operating under expired franchise agreements.

For purposes of this section, the “Determination Date” shall mean the second anniversary
of the date hereof; provided, however, that if 8 UFOC permitting sales of start-up franchises is
not in place within thirty (30) days after the date hereof then, at the option of Block to be
exercised within thirty (30) days after the second anniversary of the date hereof, the
Determination Date shall be the second anniversary of the date hereof extended by the number of
days over thirty (30) unti! the UFOC was in place.

A prospective franchisee shall be deemed to have become 2 franchisee on the first date on
which both the prospective franchisee has executed & franchise agreement and has paid
(including payments made by delivery of a promissory note) on a non-contingent, non-
refundable basis the initial franchise fee. In this connection, it is understood that the initjal
franchise fee (excluding amounts charged for additional services, furniture, equipment and other
start-up related expenses) charged to start-up franchisees shall not exceed $30,000 during the

2.




time period beginning on the Closing Date and ending on the Determination Date, A franchisee
shall be deemed 10 have ceased to be a franchises on the first date on which notice of termination
to said franchises becomes effective.

For purposes of this section, & “TAI frenchisee™ shall mean a franchisee of the Travef
Agents International Franchise System (but not of the Travel Academy Franchise System)
operated by Travel Agents International, Inc. ("TAI"); a0d a “new start-up franchisee™ shall
mean e travel business franchisee who is added as & fanchisee after the Effective Time of
Merger who did not previously operate & retail travel businsss. Th
are independents who are added to the Carison franchise system operated by Carlson or its
affiliates or the Travel Agents International Franchise System under Carlson’s ownership or who
are converted from other franchise systems would not be considered new start-up franchisees,
Similarly, franchisees who are acquired by Carlson ot its affiliates through an acquisition would
not be considered new start-up franchisees.

If and to the extent carned, the Target Amount shall be due and payable to Block on
May _, 2000. On said date, Block shall be paid the Target Amount, if and to the extent carned,
plus simple interest on the amount of the Target Amount camed at the rate of seven and one-haif
percent (7'4%) per annum, calculated from the date hereof, Amounts payable under this section
are subject to offset for claims that Carlson or its subsidiaries or affiliates may have against
Block.

VIL.  Employes Benefits: Yacation. Block shall be entitled to participate in all retirernent

plans and all other employee benefits and policies made gvailable by Carlson to comparable
executives as long as employed by Carlson. In addition, Block shall be entitled to receive &
monthly car allowance of Four Hundred Dollars {$400.00). Where Block flies on business for
Carlson, Block shall have the right to fly first class,

Block shal; be eatitled to vacation time of four (4) weeks per year without reduction of
the minimum annual base salary payable to Block pursuant to Section 3 of thig Agreement.

VII. Undertalings of Block. Block agrees 1o spend his full working time and effort in
performance of his duties with Carlson as long as employed by Carlson; and will not, during the
course of employment by Carlson, without prior written approval of the Board of Directors of
Carlson, become an employee, director, officer, agent, partner of or consultant to, or &
stockholder of (except a stockholder of a public company in which Block owns less than five
percent (5%) of the issued and outstanding capital stock of such company) any company or other
business entity which is a significant competitor, supplier, or customer of Carlson. Block shall,
however, be permitted to own Gateway Travel and said ownership shall not be a violation of this
provision.

X. Iﬁmlmnnn.nl.ﬁmnlnxmnmmm
A. Without Cause with Severance. Block's employment under this Agreement may be

lerminated, without cause, by Carlson or by Block upon sixty (60) days written notice to the
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other party. In such event, Block, if requested by Carlson, shall continue to render services to
Carlson up to the date of actual termination. Even if Carlson does not request Block 1o
continue to render such services, Block shall be paid Block’s regular compensation, plus any
commissions, bonuses, expenses or allowances scerued up to the date of actual termination,

would have been payable had Block’s employment continued hereunder, or (ii) the amounts
Block would be entitled to receive in sccordance with Carlson’s standard severance policy
applicable to similarly situsted executives, Payable as provided in said policy, For purposes
of this subsection (i), any amount payable under (i) shall be calculated based on the
commencement date of Block's employment at Intenatiopal Franchise Group, Inc.
Notwithstanding any such termination without cause, Block will still be entitled to receive
the Incentive Bonus if and to the extent earned.

Vith Canss. Notwithstanding anything contained herein to the contrary, Carlson, acting by
and through the Board of Directors, shall have the right to terminate Block’s employment
under this Agreement for good “Cause,” which shall mean: (i) after notice and a reasonable
opportunity to cure, the continued failure by Block to sstisfactorily perform Block's duties
with Carison; or (ii) the willful engaging by Block in conduct which is demonstrably and
materially injurious to Carlson, monetarily or otherwise; or (iii) missppropriation of funds or
propetty of Carlson; or (iv) the committing of a felony crime; or (v) the willful committing of
wmaterial unethical acts in the course of employment,

If the Board votes to terminate Block's employment under this Agreement for “Cause,”
notice stating the effective date of such termination shail be delivered to Block, which date
may be the date of the delivery of such notice. As of the effective date of such termination of
Block’s employment by Carlson, Carlson shall be relieved of all obligations and liabilities to
Block under this Agreement. Notwithstanding any such terminstion for Cause, Block will
still be entitled to receive the Incentive Bonus if and to the extent eamed.

. Death. Should BIockdiedmingﬁwt:rmofthiuAyummt,ﬂﬁsAgxwmenuhnu
immediately terminate; but Carlson shall Pay to Block’s estate the regular compensation
which would otherwise be payable to Block up to the end of the month in which death
occurs. (The Incentive Bonus will not be payable if Block dies before the second anniversary
of the date of this Agreement.)

Provided Block satisfies the health requirements and other reasonable requirements of the
insurance company, Carlson shall provide to Block, at Carlson’s expense, term life insurance
in the amount of $500,000 during the term of Block's employment hereunder.

- Disability. Should Block be unsbie to perform Block’s duties under this Agreement due to ”“
sickness or disability after being provided with any reasonable accommodation Carlson may Co
be obligated by law to provide of otherwise in accordance with Carlson’s disability policies

for similarly situated executives, this Agreement may be terminated by Carlson forthwith.
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Notwithstanding any such termination for disability, Block will still be entitled to receive the
Incentive Boaus if and to the axtent earned.

For purposes hereof, “Confidential Information™ means any
i yment with Carison that

B. “Competitive Product” means
thereof and

In consideration for the compenasation and benefits provided for herein and the purchase by
Carlson or its subsidiary of International Frenchjse Group, Inc., Block agrees that during
employment and until the later of (1) the date five (5) years from the date hereof, and (ii) the date
two (2) years following termination of employment with Carison, whether such termination shall
be voluntary or involuntary, Block will not, directly or indirectly, own, be e¢mployed by, or
otherwise render services to any persen of entity that is involved in the design, development,
marketing or sale of a Competitive Product that is sold or intended for use or sale in any
geographic area (national and international) in which Carlson actively markets a Corporate

5.




Product, or intends at the time of the employment termination to actively market a Corporate
Product of the same general type or function.

Products and geographic market may change, and the provisions of this section shall apply to the
Corporate Products and geographic market of Carlson in effact upon the termination of Block’s
employment with Carlson.

Notwithstanding the foregoing, Block shall be free to operate Gateway Trave| as a
franchise of Carlson or its affiliates during the term of Block’s employment with Purchaser or its
affilistes and, should Block’s emplcyment with Purchaser or ity affilistes terminate, Block and
hjsspouseshnllhavetheﬁghtmownmdopmtucnﬂmelagmin located within o thirty
(30) mile radius of the center of the business district for Tampe, Florida, provided that such
agencies are owned solely by Block and his spouse and their parents and children and that during
the term of this non-compete such agencies will not be members of a franchise group that
competes with Carlson or its affiliates.

Xll. MisceDanequs.

A Integration. This Agreement embodies the entire agreement and understanding
among the parties relative to subject matter hereof and supersedes all prior agreements and
understandings relating to such subject matter. This Agreement elso supersedes and
terminates all the employment agreements or understandings that Block may have with
Carlson or any subsidiaries or affiliates of Carlson, it being intended that this Apgreement set
forth the entire terms and conditions of Block's cmployment agreement with Carlson and
any of its subsidiaries or affiliates.

B.  Applicable Law. This Agreement and the rights of the parties shall be governed by
and construed and enforced in eccordance with the laws of the state of Minnesota. The
venue for any action hereunder shall be in the state of Minnesota, whether or not such venue
is or subsequently becomes inconvenient, and the parties consent to the jurisdiction of the
courts of the state of Minnesota, County of Hennepin, and the U.S. District Court, District of
Minnesota.

C. Counterparts. This Agreement may be exccuted in several counterparts and as so
executed shall constitute one agreement binding on the partics hereto,

D. Binding Fffect. Except as herein or otherwise provided to the contrary, this
Agrecment shall be binding upon and inure to the benefit of the parties and their respective
heirs, successors, assigns and personsl representatives; provided, however, that neither party
ay assign its rights or obligations hersunder withcut tho prior written consent of the other
party.
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E.  Natices. All notices, requests and other communications hereunder shall be given in
writing and deemed to have been duly given or served if personally delivered, or sent by first

L. If to Carlson, 1o the address of its then principal office.
2. If to Block, to the eddress last shown in the records of Carlson.

F.  Modification. This Agreement shall nat be modified o amended except by &
written instrument signed by the perties.

effect. Moreover, if one or more of the provisions contained in this Agreement shall, for any
reason, be held to be excessively broad as to Scope, activity, subject or otherwise, so as to be
unenforceable at law, such provision or provisions shall be construed by the appropriste
judicial body by limiting or reducing it or them, 3o as to be enforceable to the maxirnum
extent compatible with then applicable law.

H. Headings. The section headings contained in this Agreement are for reference
purposes only and shall not in any way affect the meaning or interpretation of this

Agreement.
IN WITNESS WHEREOF, the parties have executed this Agreement as of the date herein
first above written.
CARLSON TRAVEL GROUP, INC.
By
Its
ROGER BLOCK
Y1591
GP-368087 v2
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CA TAnclent Mariner Traval 14145 RED HILL AVE 92680 473089 N N
CA [Capitola Travel 4150 CAPITOLA RD 95010 831m7 N N
CA |Travel Center 923089 N Y
1CA_|Worldway Travel & Tours 330 N. BRAND BLVD 91203 4730197 N N
Company T
; CO Company Owned 1880 0th St Owned N N
(CO_[Let's Talk Travel 332 BAQADWAY 81004] 8R1m7] N N
1701 PONCE DE LEON [33134
FL_|Around the Worid gLvD 830/88 N N
2581 COUNTRYSIOE 34821
FL [{CRT Venture Travel BLYD 10/31/08 N N
FL_|Empire Travel Co 444 BRICKELL AVE 313 1731788 N N
FL [Travel Internstional 32218 12731/88 N N
L {Atas 240 5 MAIN ST 82523 41000 N N
IL_ 18ypscior 1111 SALPINE 81108 8587 N N
L ISuperlor 82m7 N N
Company
IN _ICompan Owned 3805 Vincennes Ra Ovwned N N
iN_[The Travel Contyr 823 NCOLLEGE AVE 47404.2 83108 N N
Y IwTS 845 S 3RD ST 40203 I N
LA [Maison Blanche/Mundus 8550 UNITED PLAZA BLv[7080¢ 1273108 N Y
LA TMundus 12/31/98 N Y
LA [Mundus 127178 N Y
MA_ [Dufty Byma 83 S. Svest 204 128187 N N i
MA |Happy Holldays Travel 1 PLEASANT ST 01701 53187 N N :
ME [Hewins 100 Commerdial Straet |04 1 12 830m8] N Y
. M 1Suncoas e 44427 BW ANN AREBOR 48170 11/30/08 N N
MM |Apple Va ley Traval 14750 CEDAR AVE 55124 3731/98 N N
- 586 WEST 78TH STREET[55317
MN [Chanhassen Trave! 83009 N N
MO [Travel Worid 106 S HWY 7 84014 SR05B9 N N '
NC [Mann Travels 8010 FAIRVIEWY RD 28210 CR0/89 N N
NC [Mann Travels Hickory NC 8A0m/3| N N
3015 § 84TH ST 88124
NE [Apollo Bock Travel 0149 1073187 N N
JOR_1Azumanc 320 SW STARK ST 97204 | 181K v v
CR [Dube 263 LSBON ST Q42490 1173098 N N
OR _|Travel Mede Easy 801 E JACKSCN 97504 53189 N N
113B E LANCASTER 19301
. PA AAT Travel AVE 1271/80 N N
i TN_|About Travel 7820 POPLAR AVE 38138 MO0l N N
_' TN _|Enzor 7003 CHADWICK DR 17027 228799 N N
8015 SHOAL CREEK 78757
TX _|B. Barnes Travel 8LVD 873198 N N
: TX_ICoppel Trava King 820 S MACARTHUR 75019 2200 N N
N TX |Enzor 7003 CHADWICK DR 37027 2/28/89 N N
) TX_{Internat'! Travel & Crulse 4410 N, Midigi 79708 8nome] N N
TX_|Main Stroet 700 Main St 78102 5 12731/98 N N p——
, TX_ITravel Plus 785 W WHEATLAND 175748 873078 N v
S WA 1Plan It Tour & Cruises 8815 196TH SW 9038|837l N N
S WA |Plan ® Tour & Cruises 187N N
WA [Time to Traval 4055 GOVERNMENT WA (83814 1R N N
WA [Travel Cantar amie N N
2300 S MAIN ST 54868 b
Wi ICedar MalURice Lake Travel 1013197 N N :
Company
Wl [Groanfield /0 Cwned N N




EXHIBIT G

CONTINGENT PAYMENT PROVISION

This Exhibit G sets forth an example of the Contingent Payment provisions
described in Section ] .5 of the Agreement.

The amount of the Contingent Payment which is due wil] be determined based on
& comparison of (a) the number (the “Original Number™) of TA] franchisess, as defined in
Section 1.5 of the Agreement, at the time of Closing (the "Original Franchisees™), 10 ()
the number (the “Two-Year Number™) equal to (i} the number of Start-up franchisees who

Section 1.5 of the Agreement,

Number of Original Franchisees at the time of Closing--325

A B C D
Original Franchises/Start-ups ar

DetenninationDate(under(i): 325 2715 235

Less: CWT conflict losses (under if) (25) (@25 (25)

Total 300 250 200

Percentage of Contingent
Payment Earned 74.4% 23.1% 0%
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EXHIBIT H TO AGREEMENT
AND PLAN OF MERGER

TENANT ESTOPPEL CERTIFICATE

Carlson Travel Acquisition Corporation
and Carlson Travel Group, Inc.

Attention;

Re:  Lease Dated: , 199

—

Landlord: Intemnastional Franchise Group, Inc.
a Florida corporation

’

a

Property located at
Florida,

Demised Premises: Suite , containing Bpproximately

square feet of rentable area_

Ladies/Gentlemen:

It is our understanding that pursuant to an Agreement and Plan of Merger (“Merger

Agreement”) dated April _, 1997, Landiord intends to merge with Carlson Travel Acquisition
Corporation (“CTAC"™) with IFG to be the survivar of the merger and continue to have an interest
in the Lease. It is our further understanding that as a condition to your completing the merger,
you require, among other things, the certifications and agreements set forth below

by Tenant.
Accordingly, Tenant certifies to and agrees with you as follows:

1. The Lease is in full force and effect. The Lease represents the entire agreement

between Landlord and Tenant and has not been assigned, modified, supplemented
or amended in any way.

Tenant has accepted delivery of the Demisad Premises as described in the Lease
and has occupancy of the Demised Premises.




10

Tenant has not entered into any agreements providing for the discounting.
advance payment, abatement or offsetting of rents, and no rent has been paid for
more than one (1) month in advance,

Demised Premises and found them to pe in good

Se required by the Leage. All construction and any
d by Landlord have been performed.

The primary term of the Lease commenced op and

eXpires on - The Lease contains the following
renewal options (if none, write “none” in the following space):

The monthly rent payable currently is

— and is subject
to adjustment as follows:

In addition, Tepant's share of the insurance and othe- operating expenses and rea]
estate taxes and installments of special assessments is %,

Rent has been paid through the month of , 1997,

Landlord is not in default under the Lease and Tenant has no offsets, claims or
defenses against Landlorq.

Tenant has no termination rights under the Lease and no options of rights of first
refusal to purchase the Property or any part thereof,

Tenant has paid a security deposit in the amount of §
Tenant is not entitled to interest on the Security Deposit.

We understand that you will rely on the foregoing certifications in proceeding with the
transaction conternplated by the Merger Agreement and agree that yoy may rely on them,

Dated;

, 1997 Tenant:

GP-372561 v1
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EXHIBIT I TO AGREEMENT
AND PLAN OF MERGER

LANDLORD ESTOPPEL CERTIFICATE

Carlson Travel Acquisition Corporation
and Carlson Travel Group, Inc.

Aftention;

Re:  Lease Dateq:
Landlord:

a

(International Franchise Group, Inc.,
2 Florida corporation (IFG)]

(International Franchise Group, Inc.,

& Florida corporation (IFG) (if IFG is not Tenant))
Property located at

h ] 1

Demised Premises: Suite , containing approximately

square feet of rentable area.

Ladies/Gentlemen:

It is our understandin
Agreement”) dated April _ |
Corporation (“CTAC™) with IF
in the Lease. Itis our further

£ The Lease is in full force and effect. The Lease represents the entire agreement
between Landlord and Tenant and has not been assigned, modified, supplemented
or amended in any way.




2. The primary term of the Lease commenced on and

expires on - The Lease contains the follomng
renewel options (if none, write “none” in the following Space):

3. The monthly rent Payable currently is

and is subject
to adjustment as follows:

In addition, Tenant’s share of the insurance and other Operating expenses and real
estate taxes and installments of special assessments is %,

4, Rent has been paid through the month of 1997.

condition exists with the giving of notice, lapse of time or both, would constitute a
default by Tenant.

6. Tenant has paid a security deposit in the amount of § . The
Security Deposit bears interest at the rate of % per annum,

We understand that you will rely on the foregoing certifications and agreements in
proceeding with the transaction contemplated by the Merger Agreement and agree that you may

rely on them.
Dated: , 1997 Landlord:
By
Its
GP-373892 4|




EXHIBIT J

SPECIFIC MATTERS SUBJECT TO INDEMMNIFICATION

The following matters are subject to indemnification by the Cormpany and Principal
Shareholder in accordance with the provisions of Section 10.1:

(a) Any Damages arising out of (i) the nondisclosure of the Michigan
Attorney General's investigation of TAJ in January 1994 and the resulting
Assurance of Discontinuance dated April 29, 1994, in TAI's Offering Circulars
for the Franchise Systems or any other system identified in the Disclosure Letter,

or (ii) any failure to properly disclose litigation matters in Item 3 of said Offering
Circulars.

(b Any Damages arising as a result of the offer or sale of franchises
for the Franchise Systems or any other system identified in the Disclosure Lefter
without the delivery and receipt of a UFOC.

(c) Any Damages arising as a result of the offer or sale of regional
licensees without the delivery and receipt of 2 UFOC or the failure to register the

franchise program or comply with federal or state franchise laws. See Schedule P
to the Disclosure Letter.

(d) Any Damages arising from the offer or sale or operation of the
Travel Academy System or the failure to register the Travel Academy program or
comply with federal or state franchise laws.

(e) Any damages arising from claims, disputes and litigation for the
following office locations as identified on Schedule O: (i) Office #485, Office
#490, Office #508, Office #653, Office #700, Office #744, and Office #745.

(H Fifty percent (50%) of any Damages suffered by the Company in
connection with its Eatontown franchisee, either under (i) the guaranty of a letter
of credit issued by Marine Bank in the amount of $20,000 for the benafit of the
Eatontown franchisee to Airlines Reporting Corporation, or (ii) the guaranty of
said franchisee's real estate lease. This franchisee is located at Monmouth Mall,
Route 35 and Route 36, Eatontown, NI 07724. The name of the franchisee is
P&M Dynasty Enterprises, Inc., d/b/a Travel Agents Intemational.

(8 Any Damages arising from the dispute with TAI of Southern
California in excess of the obligation, under the Settlement Agreement dated

March 31, 1997, between Travel Agents International, Inc., and TAI of Southem
California, Inc.

(h) Any Damages arising from liabilities to regional licensees for the

notes receivable identified on Schedule K of the Disclosure Letter.
GP:375475 v3




AMENDMENT TO AGREEMENT AND PLAN OF MERGER

THIS AMENDMENT TO AGREEMENT AND PLAN OF MERGER
(“Amendment”) is entered into this 22nd day of May, 1997 by and between CARLSON
TRAVEL GROUP, INC., a California corporation {*Purchaser”™), CARLSON TRAVEL
AGENTS INTERNATIONAL. INC., a Minnesota corporation and wholly-owned
subsidiary of Purchaser (*"Newco™), and INTERNATIONAL FRANCHISE GROUP,
INC., a Florida corporation, (the “Company™. and ROGER E. BLOCK, an individual
residing at 2792 Heron Place, Clearwater, Florida 34622 (the “Principal Sharcholder™)
(collectively, the “Parties™).

RECITALS

A. The Parties entered into that certain Agreement And Plan Of Merger dated
April 15, 1997 (“Agreement”), pursuant to which Purchaser is to acquire the Company by
merger of the Company and Newco under the terms and conditions set forth in the
Agreement (the “Merger”). Except as defined herein, all capitalized terms shall have the
meaning ascribed to them under the Agreement.

B. Under the Agreement Company represents and warrants the number of
Outstanding Common Shares to be 3,099,237,

C. Subsequent to the execution of the Agreement, the Company discovered
the existence of 36.000 shares of Company Common Stock which it neither recorded in
its stock ledger nor disclosed to Purchaser in the Agreement (“Undisclosed Shares™). The
sum of Outstanding Common Shares and Undisclosed Shares is 3.135.237.

D. The 36,000 Undisclosed Shares were issued to Robert D. Stewart and A.
Clark Stepper on November 28, 1989. Stewart received 18,000 shares represented by
TAI stock certificate No. 277. Stepper received 18,000 shares represented by TAI stock
certificate No. 288. The Undisclosed Shares were issued at a time when the Company
was legally named Travel Agents International, [nc. (“TAI™).

E. As aresult of the Company's failure to disclose the Undisclosed Shares.
the Company and Principal Shareholder's representation and warranty regarding the
capitalization of the Company (Section 2.3 of the Agreement) are inaccurate. Such
inaccuracy constitutes a failure on the part of the Company and Principal Sahrcholder to
salisfy a condition precedent to Purchaser and Newco's obligation to consummate the
Merger.

F. The Parties, still wishing to consummate the Merger, have agreed 1o
resolve this issue pursuant to this Amendment in licu any other remedies that may be
available at law or under the Agreement. As part of reaching this resolution, and because
of the concerns raised by locating previously unaccounted for shares, Purchaser is not




willing for any future claims of this nature 10 be subject to the Threshold Amount
provided in Section 10.2(b) of the Agreement. In order to address this concern of
Purchaser, Block has agreed that he will be responsible for any such matters which might
arise but not be recoverable due to the Threshold Amount provisions in the Agreement.

NOW THEREFORLE, in consideration of the premises and mutual covenants
contained herein, the Parties agree as follows:

I Section 2.3 of the Agreement is hereby amended such that Company and
Principal Shareholder hereafter represent and warrant that the number of shares of
Outstanding Common Shares is 3,135,237,

2. Purchaser agrees to increase the Common Closing Payment by $36.000 so
that the Common Closing Payment will be $3,135,237. Section 1.3.8 of the Agreement.
defining the Common Closing Payment, is amended accordingly.

3. The amount of the Note shall be reduced by $36,0900 so that the amount of
the Note is $351,405. Section 1.3.9 of the Agreement, defining the Note, is amended
accordingly.

4. The Parties specifically agree that the amendment described in paragraph 3
above shall not in any way, whether by implication or otherwise, amend the amount
recited in Section 10.2(c)(i) of the Agreement. Section 10.2(c)(i) shall remain $387.405.

5. In the event that Section 10.2(b) of the Agreement results in Purchaser
being unable to recover indemnifiable Damages arising from a breach of Section 2.3 of
the Agreement because of the Threshold Amount is not exceeded (hereinafter such
unrecovered Damages are referred to as “Unrecovered Damages™), Block agrees that he
will be personally responsible for any such Unrecovered Damages resulting from a
breach of Section 2.3 (but only of said section), and will pay to Purchaser the amount of
any such Unrecovered Damages.

6 Section 2.3 of the Agreement is hereby further amended such that
Company and Principal Shareholder hereafter represent and warrant that the number of
issued and outstanding shares of Company Original Preferred Stock is 305.63 and that the
number of issued and outstanding shares of Company Preferred Stock B is 2,972.31. The
Parties agree that the total number of issued and outstanding shares of Company

Preferred Stock s not effected by this amendment and such number is and shall remain
3,494,36.

7. Section 2.3 of the Agreement is hercby further amended by deleting the
following sentence from the second full paragraph of that section:

“No shares of Company Preferred Stock C have ever been issued.”




The Parties agree that this sentence was placed in the Agreement by error and that its
deletion hereby is solely for the purpose of making Section 2.3 internally consistent.

8. The Agreement, as amended hereby, is and shall continue to be in full
force and effect.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be
dully executed as of the date first written above.

PURCHASER
CARLSON TRAVEL GROUP, INC.

-

By
OHN DIENAN
VICE PRESIDENT

NEWCOQ

CARLSON TRAVEL AGENTS
INTERNATIONAL, INC.

By
DIGNAN
VICE PRESIDENT

COMPANY

INTERNATIONAL FRANCHISE
GROUP, INC.

e ROGEKE. BLOCK
CHAIRMAN OF THE BOARD

PRINCIPAL SHAREHOLDER

ROGERE. BLOCK
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