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StockBonusIncentivePlan

DearSir or Madam:

We representStudioof EleganceInc., a Pennsylvaniacorporation. Studioof Elegance
intendsto implementa StockBonusIncentivePlan. Performanceunitsconvertibleinto Class
B sharesof the Corporationshallbe awardedto key employeesbaseduponperformance
targets. As a resultof the very selectgroupto whom theawardsmaybegranted,thePlan
qualifiesasa Top HatPlanundertheprovisionsof theERISA.

I amenclosinga copy of thePlanfor your review. If you haveany questionsor
comments,pleasecontactme at the abovenumber.

V truly rs,

Elly Hell r oig

EHT:mlli
Enclosure /

cc: Philip Pelusi /
Milt Estner,CPA



STUDIO OF ELEGANCE INC.

StockBonus Incentive Plan

ThepurposesoftheStudioof EleganceInc. StockBonusIncentivePlan(thePlan) are

to encourageeligible key employeesof StudioofEleganceInc. (theCorporation)to continue

theirefforts to maketheCorporationsuccessful,to providean additionalinducementfor such

employeesto remainwith theCorporation,andto rewardsuchemployeesby providingan

opportunityto acquiresharesof theCommonStockoftheCorporation(theCommonStock)

on favorableterms.

SECTION I
Administration

ThePlanshallbe administeredby aCommittee(theCommittee)appointedby the

Boardof Directorsof theCorporation(theBoard) andconsistingof not lessthantv~io(2)

membersof the Boardwhoshall notbe eligible to participatein thePlan. Thesemdiiiduals will

be appointedandwill serveatthepleasureof theBoardof Directors.

Subjectto theprovisionsof thePlanandto policiesdeterminedby theBoard, the

Committeeshall interpretthePlanandprescribesuchrules,regulationsandproceduresin

connectionwith theoperationofthePlanasit shall deemto be necessaryandadvisablefor the

administrationofthePlanconsistentwith thepurposesofthePlan. All questionsof

interpretationandapplicationof thePlan,or asto awardsunderthePlan, shallbe subjectto the

determinationofthe Committeewhich shallbe final andbinding. TheCommitteeshallhavethe

powerto correctany defectoromissionor reconcileany inconsistencyin thePlanto theextent

thattheCommitteedeemsit necessaryto do so.

TheCommitteeshall keeprecordsofactiontaken. A majority oftheCommitteeshall

constituteaquorumat any meeting,andtheactsof amajority ofthememberspresentatany
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meetingat whicha quorumis present,or actsapprovedin writing by all themembersofthe

Committee,shall be theactsofthe Committee.

SECTION 2
Eligibility

Thosekey employeesoftheCorporationwho shareresponsibilityforthemanagement,

growthorprotectionofthebusinessoftheCorporationshallbe eligible to receiveawardsof

performanceunits asdescribedherein. Eligible employeesmustbe full time employees.For

purposesofthisPlan,full time shallbe definedasan employeewho worksaminimumof

thirty (30)hoursper week.

Subjectto theprovisionsofthePlan,theCommitteeshall havefull andfinal authority,in

its discretion,to awardperformanceunits asdescribedhereinandto determinetheemployeesto

whom any suchawardshallbemadeandthenumberofperformanceunitsto be coveredthereby.

SECTION 3

Award ofPerformance Units

TheCommitteeshallhaveauthority,in its discretion,to awardperformanceunits all as

providedherein.Entitlementto the sharesfor whichtheperformanceunits shallbe exchanged

will be spreadequallyoveraten(10)yearperiod attherateoftenpercent(10%)peryear. For

example,if Awardeeis awardedonethousand(1,000)performanceunits andthefair market

valueof eachshareofstock is ten($10.00)dollars,he/shewill be awardedonehundred(100)

sharesof stock. Entitlementto the shareswill accrueattherateof ten(10) shareseachyearover

aten(10)yearperiod. In orderforentitlementto sharesto accrue,Awardeemustbeanactive

employeein goodstandingon thedateof theannualaccrual. Exceptasotherwiseprovided

hereunder,if Awardeeis not anactiveemployeein good standingon theannualaccrualdate,

entitlementto sharesnotyet accruedshall be forfeited. ThesharesgrantedunderthePlanwill be
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evidencedby aStockBonusIncentiveAgreementbetweentheCorporationand theemployeeto

whomthe sharesare awarded.

SECTION 4
PerformanceUnits

TheCommitteeshallawardperformanceunitsbaseduponthe level of performanceovera

specifiedperiodoftime by theCorporation,asdeterminedby theCommittee. For purposesofthe

awardof performanceunits, thefollowing definitionsshall apply:

1. PerformanCeUnit shallmeanan award expressedin unitswith respectto a

PerformancePeriodwhich will be exchangedfor CommonNonVoting B Stock,

baseduponthefair marketvalueof thestockin theyearof theaward. For

example:if Awardeeis awarded3,000performanceunits in theYear2000,andthe

fair marketvalueofthesharesis $10 per sharefor theYear2000, Awardeewill

receive300 sharesofstockpursuantto the accrualtermscontainedin this Plan.

2. PerformanCePeriod shallmeancalendaryear(January- December)or as

otherwisedeterminedby theCommitteein its discretion.

3. PerformanceTargetshallmeanthat level ofperformanceestablishedby the

Committeewhich mustbemet in orderfor performanceunit(s) to beawardedas

hereinaftersetforth. ThePerformanceTargetmaybeexpressedin termsof

earningsper share,returnon assets,assetgrowth,ratioof capitalto assets,increase

in grosssalesof thesalonsor suchotherlevel or levelsof accomplishmentby the

Corporationasmaybe establishedby theCommitteeatthebeginningof eachyear

orrevisedfrom time to time.
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4. PerformanceMinimumshall meanthat in orderfor thegrosssalesof anew

salonto be consideredduring thesalonsfirst yearofoperation,thesalonmust

achievethefollowing grosssalesforthat year:

A. Philip PelusiPhytoLife Salon $700,000

B. AdvancedSkill Center $300,000

C. Pelusi2s $300,000

Theaforementionedamountswill be proratedforapartialyearbasedupona 365-dayyear.

5. GrossSalesshallmeansalesofproductsandservices.

6. Sharesshallmeansharesof ClassB CommonNon-Voting Stockof the

Corporationissuedin paymentofperformanceunits.

At anytimeprior to theend ofaPerformancePeriod,theCommitteemayadjust

downward(but not upward)thePerformanceTargetasaresult of majoreventsunforeseenat the

time of theaward,suchaschangesin theeconomy,in the industryor lawsaffectingthe

operationsof theCorporationor any othereventtheCommitteedetermineswould havea

significantimpactupontheprobabilityofattainingthepreviouslyestablishedPerformance

Target.

ThedeterminationofthenumberofPerformanceUnits awarded,if any,will bemade

within areasonableperiodoftime aftertheCorporationreceivesits financialstatementfor the

PerformancePeriod. Thedeterminationof thenumberofsharesinto which thePerformance

Units shallbe exchangedshallbe madewithin a reasonableperiod afterthereceiptby the

Corporationofan independentvaluationfor thePerformancePeriod.
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In theeventthatthefair marketvalueofthe sharesreceivedby Awardeeis doubleat the

endofthefifth yearafterreceipt,Awardeewill receivean additionalbonusawardof25,000

PerformanceUnits, providedthat Awardeeis an activeemployeein goodstandingat suchfive-

yearperiod. Entitlementto sharespursuantto suchbonusawardmaybe spreadover aperiodof

yearsin the solediscretionoftheCommittee.

Exceptasprovidedhereunder,if theemploymentofanAwardeeterminatesprior to the

closeofthe PerformancePeriod orprior to anannualshareaccrualperiod, thePerformanceUnits

and/orsharesshallbe deemednot to havebeenearnedand/oraccruedandshallnotbe awardedor

paid. In the eventofdeath,retirementatage65, orpermanentdisabilityascertifiedby a licensed

physician,entitlementto all sharespreviouslyawardedshall immediatelyaccrueandAwardee

shallbe entitledto all sharesawarded.

If anAwardeeof PerformanceUnits (i) acceptsemployment,engagesin theoperationor

managementof abusiness(whetherasowner,partner,officer, director,employeeor otherwise

andwhetherduringor afterterminationofemploymentasprohibitedby his/herEmployment

Agreementwith theCorporation)which is in competitionwith theCorporation,(ii) inducesor

attemptsto induceany customer,supplier,or otherindividual,corporationor otherbusiness

organizationhavingabusinessrelationshipwith theCorporationto ceasedoingbusinesswith the

Corporationor in any way interfereswith therelationshipbetweenany suchcustomer,supplier,

orotherpersonandtheCorporationand/or(iii) solicits any employeeoftheCorporationto leave

theiremploymentwith theCorporationor in any way interfereswith the relationshipofsuch

employeewith the Corporation,theAwardeeshallbe requiredto sell theshareswhich he/she

receivedpursuantto this Planbackto theCorporationat theirfair marketvalueasof thedateof

receiptandentitlementto anysharesnot yet accruedshall be forfeited. Awardeeshall haveno

right, title, and/orinterestin or to any shareswhichare forfeited.
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Entitlementto receivesharespursuantto anawardofPerformanceUnits shallbe

evidencedby a writtenagreementin theform prescribedby theCommittee.Entitlementshallbe

effectiveonly uponexecutionoftheapplicableAwardAgreementonbehalfoftheCorporationby

thePresidentoranyVice President,andby theAwardee.

SECTION 5
SharesAvailable Under the Plan

Theaggregatenumberof sharesoftheCommonStockthatmaybe issuedandasto which

PerformanceUnits maybeexchangedis 3,000,000.ThesesharesareClassB CommonStock

Non-Votingshares.Thesesharesmaybe convertedto ClassA Voting shares,at Awardees

election,five (5) yearsafterAwardeehasreceivedthesharesprovidedthatAwardeeis an active

employeeof theCorporationandin goodstandingatthe time ofhis /herelectionto convertthe

shares.If sharesof awardedCommonStockareforfeited to theCorporationpursuantto the

restrictionsstatedhereunder,thesharesso forfeited shall againbe availablefor purposesofthe

Plan. To theextentthat entitlementto any sharesdoesnotaccrue,thenumberofsharescovered

therebyshallagainbeavailablefor purposesof thePlan.

Theshareswhich maybe issuedunderthePlanmay be eitherauthorizedbut unissued

sharesor treasurysharesorpartlyeach,asshall be determinedfrom timeto time by theBoard.

SECTION 6
Equality in Treatment

Awardeeshallshare,onaproratabasis,in any distributionsoftheCorporationand,to the

extenttheCorporationis aSubS, Awardee shall be responsiblefor his/hershareof SubS

earnings.Uponliquidation or sale,Awardeewill be entitled to thesamerightsasall other

CorporateShareholdersandwill sharein proceedson aproratabasis.
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SECTION 7
Non-Transferability ofAwards

Theawardedsharesarenot transferableor assignableby theAwardee.

SECTION 8
Effect of the Plan on the Rights ofEmployeesand Employer

NeithertheadoptionofthePlannorany actionoftheBoardorthe Committeepursuantto

thePlanshall be deemedto give any employeeany right to be awardedPerformanceUnits under

thePlan. Nothing in thePlan,or in any awardof PerformanceUnits underthePlanor in any

agreementprovidingfor anyoftheforegoingshall conferany right on any employeeto continue

in theemployoftheCorporationor interferein anyway with therightsoftheCorporationto

terminatetheemploymentofanyemployeeat any time,to changehis/hercompensationatany

time,orwith thetermsofhis/herEmploymentAgreementwith theCorporation. At all times,

employeeshallremainanemployee-at-will.

SECTION 9
Withholding

Income,exciseor employmenttaxesmaybe requiredto be withheld by theCorporation

at thetime entitlementto sharesaccrues. TheCorporationwill requestthat theAwardeepay any

amountrequiredto be withheld directly to theCorporationin cashorto receiveareduced

numberofsharesbaseduponeachawardedsharesfair marketvalue. If soelectedby Awardee,

theCorporationwill reducethenumberofthesharesto which Awardeeis entitledbasedupon

thefair marketvalueofeachshareandwill pay the tax on behalfofAwardee. For example:
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assumeAwardeeis awarded3000PerformanceUnits, the fair marketvalueofthe sharesis $10

per share,and thetaxliability is $1,000. If Awardeeelectsto receivefewer sharesandhavethe

Corporationpay thetaxes,Awardeewill receive200 sharesratherthan300 sharesandthe

Corporationwill pay thetaxes. If anAwardeedoesnotpay any taxesrequiredto bewithheldby

theCorporationor electto receiveareducednumberof shareswithin ten(10) daysaftera

requestfor thepaymentofsuchtaxes,theCorporationmaywithhold suchtaxesfrom any

compensationto whichtheAwardeeis entitled.

SECTION 10
Holding Period

Anything containedin thePlanto thecontrarynotwithstanding,any dispositionofstock

otherwisepermittedby thetermsofthePlan,or oftheCommonStockacquireduponaccrual,

shallbesubjectto compliancewith therequirementsofparagraph(c)(i) ofRule 16b-3

promulgatedundertheSecuritiesExchangeAct of 1934,asamended,applicableto such

disposition,andany date,periodorprocedurespecifiedor referredto in thePlanwith respectto

any suchdispositionshall be adjusted,if necessary,soasto give effectto this Section10.

SECTION 11
Saleofthe Company

In theeventthat theCorporationorsubstantiallyall ofits assetsaresold, all employees

who haveacquiredsharesofstockpursuantto anawardshall sharein thenetproceedsofthesale

in thesameproportionthat theirsharesbearto all ofthe issuedandoutstandingsharesofthe
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Corporation. ~0~withstandiflganythingaboveto thecontrary,it shallnotbeconsideredasale

for purposesof thisparagraphin theeventthatHenry Pelusipurchasesthesharesownedby

Philip Pelusiin theCorporationor PhilipPelusipurchasesthe sharesownedby HenryPelusi.

SECTION 12
Buy-Backof Shares

All sharesof stockacquiredpursuantto thetermsof thisPlanarenon~transferable.An

appropriatelegendwill be placedon thesharecertificate(s). In theeventof terminationof

employment,total disability,retirementat age65 or death(hereinaftercollectivelyreferredto as

terminationofemployment),theAwardeeorhis/herEstatemustsell andtheCorporationshall

repurchaseany shareswhich havebeenacquired. In addition,in theeventthat an Awardee

desiresto sell all or apartoftheshareswhichhe/shehasacquiredfive yearsafterhe/shehas

acquiredsuchshares,theCorporationshallrepurchasesuchsharesprovidedAwardeeis acurrent

employeein goodstanding.Exceptasprovidedhereunder,thepriceatwhichtheCorporation

will repurchasethesharesshallbe fair marketvalueasoftheendof thecalendaryear

immediatelyprecedingthe. terminationof employmentorelectionto sell.

TheAwardeeorhis/herEstateshall tenderthesharesto theCorporationUpofl the

terminationof employmentor electionto selltheshares.Exceptin the eventof death,permanent

disability ascertifiedby aphysicianretainedby theCorporation~or retirementat age65, the

purchasepriceshallbe paidby theCorporationto theAwardeein equalinstallmentsovera

periodof three(3) yearscommencingwithin sixty (60)daysaftertheexpirationof thecovenant
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againstcompetitionstatedin theAwardeesEmploymentAgreement(if separationof

employment)oron thefirst anniversaryfollowing thetenderingoftheshares(if electingto sell

theshares).In theeventofdeath,permanentdisability ascertifiedby a physicianretainedby the

Corporation,orretirementat age65, thepurchasepriceshall be paidby theCorporationin equal

installmentsoveraperiodofeighteen(18) monthscommencingwithin sixty (60)daysof written

noticeof suchdeath,permanentdisability,orretirement.

Notwithstandinganythingaboveto thecontrary,in theeventthat during the periodafter

theterminationofemploymentor electionto selltheshares,theAwardeeengagesin competition

with theCorporationprecludedby theAwardeesEmploymentAgreementwith theCorporation,

theAwardeeshallonly receiveasthepurchasepricefor thesharesthefair marketvalueof the

sharesasof thedateofreceipt. Thisprovisionshall not be interpretedto limit, in anyway,any

otherrecoursewhich theCorporationmayhaveagainsttheAwardeeby virtueoftheaforestated

competition.

SECTION 13
Compliancewith GovernmentalRegulations

NotwithstandingtheotherprovisionsofthePlan,theentitlementto shareswill be

effectiveonly at suchtime asCounselto the Corporationhasdeterminedthat theissuanceand

delivery of theshareswill not violateany stateor federalsecuritiesor otherlaws. An Awardee

maybe requiredby the Corporation,asaconditionto theeffectivenessofany award,to
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acknowledgeandagreein writing thatall sharesto be acquiredarebeingacquiredfor investment

andnot for resaleandwill beheldfor his orherown accountwithouta view to any further

distribution,thatthecertificatesfor theshareswill bearan appropriatelegendto thateffect,and

thattheshareswill not betransferredordisposedofexceptin compliancewith applicablefederal

andstatelaws. TheCorporationmay,in its solediscretion,defertheeffectivenessofanyaward

in orderto allow theissuanceofthesharesto be madepursuantto registrationoranexemption

from registrationor othermethodsfor complianceavailableunderthefederalorstatesecurities

laws. TheCorporationwill inform the Awardeein writing ofits decisionto deferthe

effectivenessof theaward. TheCorporationwill be underno obligationto effect theregistration

pursuantto theSecuritiesAct of 1933of any sharesto be issuedhereunderor to effect similar

complianceunderany statelaws.

SECTION 14
Headingsand Captions

Theheadingsand captionscontainedin thisPlan arefor convenienceonly andmaynot

be utilized to interpretthePlan.

SECTION 15
Amendment

Theright to alterandamendthePlanatany time to timeandtheright to revokeor

terminatethePlanareherebyspeciallyreservedto theBoard; providedthatno suchalterationor

A053174.WPD: 11



amendmentof thePlanshall,without stockholderapproval,(i) increasethenumberof shares

which mayissuedunderthePlanassetforth in Section5, or(ii) makeany changesin theclassof

employeeseligible to receiveawardsunderthePlan. No alteration,amendment,revocationor

terminationofthePlanshall, withoutthewrittenconsentoftheholderofanoutstandingaward

underthePlan,adverselyaffecttherightsofsuchholderwith respectto suchoutstandingaward.

ATTEST: STUDIOOF ELEGANCE, INC.

~

Date:J~Qç7..Wi (Di ~
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