JEI SELF-LEARNING SYSTEMS, INC.

4221 Wilshire Blvd., Suite 224
Los Angeles, California 90010
(323} 936-3300

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION

TO PROTECT YOU, WE'VE REQUIRED YOUR FRANCHISOR TO GIVE YOU THIS INFORMATION. WE
HAVEN"T CHECKED IT. AND DON'T KNOW IF IT'S CORRECT, 1T SHOULD HELP YOU MAKE UP YOUR
MIND. STUDY IT CAREFULLY. WHILE [T INCLUDES SOME INFORMATION ABOUT YOQUR
CONTRACT, DON'T RELY ON IT ALONE TO UNDERSTAND YOUR CONTRACT. READ ALL OF YOUR
CONTRACT CAREFULLY. BUYING A FRANCHISE 1S A COMPLICATED INVESTMENT. TAKE YOUR
TIME TO DECIDE. IF POSSIBLE, SHOW YOUR CONTRACT AND THIS INFORMATION TO AN ADVISOR,
LIKE A LAWYER OR AN ACCOUNTANT.

IF YOU FIND ANYTHING YOU THINK MAY BE WRONG OR ANYTHING IMPORTANT THAT'S BEEN
LEFT OUT, YOU SHOULD LET US KNOW ABOUT IT. IT MAY BE AGAINST THE LAW.

THERE MAY ALSO BE LAWS ON FRANCHISING IN YOUR STATE. ASK YOUR STATE AGENCIES
ABOUT THEM.

FEDERAL TRADE COMMISSION
Washington, D.C. 20580

Date of Issuance: September 29, 2005

Revised: March 29, 2006



JEI Self-Learning Centers

FRANCHISE OFFERING CIRCULAR

JEI SELF-LEARNING SYSTEMS, INC.
4221 Wilshire Blvd., Suite 224
Los Angeles, California 90010
{323) 936-3300

The franchise offered is for the operation of learning centers offering a nurturing education environment
utilizing the “Self-Learning System™ of helping students understand theories and concepts by working on their own.

The initial franchise fee is $25,000. The estimated initial investment ranges from $60,200 to $97.100.
RISK FACTORS:

I. THE FRANCHISE AGREEMENT REQUIRES THAT MOST DISPUTES BE SUBMITTED TO
ARBITRATION OR LITIGATION IN LOS ANGELES COUNTY, CALIFORNIA. OUT OF STATE
ARBITRATION OR LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR
DISPUTES. IT MAY ALSO COST YOU MORE TO ARBITRATE OR LITIGATE WITH US IN CALIFORNIA
THAN IN YOUR HOME STATE.

2. THE FRANCHISE AGREEMENT STATES THAT CALIFORNIA LAW GOVERNS THE
AGREEMENT, AND CALIFORNIA LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS
AS YOUR STATE'S LAW. YOU MAY WANT TO COMPARE THESE LAWS. SOME STATE FRANCHISE
LAWS PROVIDE THAT CHOICE OF LAW PROVISIONS ARE VOID OR SUPERSEDED. YOU MIGHT
WANT TO INVESTIGATE WHETHER ANY STATE FRANCHISE LAWS PROTECT YOU. YOU SHOULD
REVIEW THE STATE-SPECIFIC ADDENDA ATTACHED TO THIS OFFERING CIRCULAR AND
FRANCHISE AGREEMENT FOR STATE-SPECIFIC PROVISIONS.

3. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

Information comparing JEI SELF-LEARNING SYSTEMS, INC. with other franchisors is available. Call the
state administrators listed in Exhibit A or your public library for sources of information.

Registration of this franchise with the state does not mean that the state recommends it or has verified the
information in this Offering Circular. If you learn that anything in this Offering Circular is untrue, contact the
Federal Trade Commission and the state administrators listed in Exhibit A.

The Effective Date for this Franchise Offering Circular is or as listed in Exhibit | for your
state.
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ITEM 1. THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATE

The Franchisor

To simplify the language in this Offering Circular, the words “we.” “our” and “us” refer to JEI SELF-
LEARNING SYSTEMS, INC., the franchisor of this business. “You” and “your” refer to the person who buys the
franchise, whether you are a comporation, limited liability company or other business entity. I you are a
corporation, limited liability company or other business entity, certain provisions of this Offering Circular also
apply to your owners and will be noted.

We were incorporated in the State of California on March 23, 1992 for the purpose of offering JEI Self-
Learning Center franchises. We were originally incorporated as Jaeneung Educationa) Institute. Inc. We officially
changed our name to JEI America, Inc. in September 1998 and then changed our name to our present name, JEI
SELF-LEARNING SYSTEMS, INC. in July 2004. Our principal business address is 4221 Wilshire Blvd., Suite
224, Los Angeles, California 90010. We do business under our corporate name or “Jaeneung,” “JEI Self-Learning
Centers,” “JEI Self-Learning Center,” “Jaeneung Math Class,” “Jaeneung Korean Class,” “Jaeneung Chinese
Character Class,” “Hanja,” “Jaeneung English Class,” “Jaeneung Classes,” “JEI” “JEl America.”

Our Business Activities

We grant franchises to qualified persons or business entities in conjunction with the service mark “JEI SELF
LEARNING CENTERS” and certain associated trade names, trademarks, logos and other commercial symbols
(collectively referred to as the “Marks")." We refer to these businesses as “JEI Self-Learning Centers.” We refer to
the JEI Self-Learning Center you will operate as the “Franchised Center.” We also supply franchisces with
'proprietary, copyrighted course materials, workbooks and other items, which have been specially developed for use in
operating a JEI Self-Learning Center. We refer to these items as the “Proprietary Products.”

JEI Self-Leamning Centers offer a supplemental form of education using a method developed by our parent
company, JEI Corporation, {see below), called the Self-Leaming System. This method allows each student to
fulfill their potential by providing customized study programs based on each student’s study ability. JEI Self-
Learning Centers use diagnostic testing 1o evaluate each student and tailor study programs to maximize the
student’s learning potential. Progress is monitored by an academic advisor and new study programs are assigned
based on student performance. The Self-Learning System was developed to cultivate creative and talented
individuals who can resolve problems on their own. Self-Learning System study programs are offered in
mathematics, Korean language, Chinese Characters (“Hanja™), and English language to pre-school, primary and
secondary school students.

Each JEI Self-Learning Center typically requires 900 to 1,200 square feet of space and is located near retail
shopping and residential areas in a highly visible location, with sufficient parking. You must operate the Franchised
Center in accordance with our standards, methods, procedures and specifications, which we refer to as our “System”
and which is more particularly described in our Franchise Agreement attached as Exhibit C to this Offering Circular.
Other than offering and selling franchises and supporting and supplying franchisees, we are not engaged in any other
line of business. We have offered franchises in the United States and Canada since April 26, 1993. As of the date
of this Offering Circular,” we were providing support and supplies to approximately 79 franchisees throughout the
United States in markets within Arizona, California, Delaware, Georgia, lllinois. Maine, Maryland, Michigan, New
Jersey, New York, Nevada, Oregon, Tennessee, Texas, Virginia and Washingion, and 10 4 franchisees in Canada.

* Capitalized terms not otherwise defined have the same meaning as in our Franchise Agreement aniached as Extabit C 10 this Offering Circular.
" We update these figures annually.



We have not previously offered franchises in any other line of business.

\

Our Parent Company

We are a subsidiary of JEI Corporation {our “Parent Company™). Our Parent Company is a Korean
corporation, originally incorporated in May 1977 under the name, Jaencung Math Research Team. Our Parent
Company officially changed its name to JEI Corporation in 2001. The Parent Company’s principal business address is
35-5 Hyehwa-dong, Chongno-gu, Seoul, Korea. JEI Corporation, our Parent Company, has not offered and does not
currently offer franchises in this or any other line of business. Qur Parent Company developed the Self-Learning
System and has granted us the right to sublicense the use of the Self-Leaming System to our franchisecs for use in the
operation of JEI Self-L.eaming Centers.

Our Predecessors and Affiliates

We have no predecessors. We have no affiliates.

General Description of the Market and Competition

Our concept is targeted 10 pre-school, primary school and secondary school students. We are one of a
growing number of businesses offering supplemental educational programs to students. As a franchisee, you will
compete with other educational facilities and private and public tutoring services. Your competition may be local,
independent businesses or may be part of a regional or national chain or franchise. We do not grant exclusive
territories to our franchisees. You may encounter competition from other JEI Self-Learning Centers operated by us or
other franchisees. Fluctuations in population demographics and density, availability of qualified instructors or
advisors, traffic patterns and local or national economic conditions affect this industry; these factors are generally
difficult to predict.

Regulations Specific to the Industry

Some states and local jurisdictions may have laws that regulate supplemental educational study programs and
educational facilities. We do not consider a JEI Self-Learning Center to be a “school.” since courses are offered in a
limited number of subjects and instruction is conducted using the Self-Learning System. Some state laws may impose
requirements concerning licensing, tuition, curriculum and teacher centification. Additionally, every state has enacted
laws, rules, regulations and ordinances which may apply 10 the operation of a JEI Self-Leaming Center, including
those which: (a) establish general standards, specifications and requirements for the construction, design and
maintenance of the premises; (b) regulate matters affecting the health. safety and welfare of your students, such as
general health and sanitation requirements, restrictions on smoking, and availability of and requirements for public
accommodations, including restrooms; (c) set standards pertaining to employee health and safety; (d) set standards and
requirements for fire safety and general emergency preparedness; and (e) regulate the proper use, storage and disposal
of waste. You should investigate whether there are regulations and requirements that may apply in the geographic
area i which you are interested in locating a JEI Self-Learning Center (*Applicable Law™) and you should consider
both their effect and cost of compliance.



ITEM 2. BUSINESS EXPERIENCE

Managing Director, Eastern Region: Dae Ha Kim

Mr. Kim serves as our Managing Director, Eastern Region, and has done so since April 2000. Previously,
from 1995 until April 2000, Mr. Kim was the Marketing Director for our Parent Company.

Managing Director, Western Region: Chong Tae (“Brian”) Moon

Mr. Moon serves as our Managing Director, Western Region, and has done so since November 2003,
Previously, from February 1999 until October 2003, Mr. Moon was the Account Supervisor for A’s Match Inc., dba
National Dyeing Co., a garment manufacturer located in Los Angeles, California.

Vice President, Franchise Development, Western Region: Sung Joen (“Justin™) Hong

Mr. Hong serves as our Vice President, Franchise Development, Western Region, and has done so since
February 1999.

Franchise Operations Manager, Easter Region: Jicun Hong

Jieun Hong is one of our Franchise Operations Managers and has been working at JEI since May 2005.
Previously, she had worked for about two years as an ESL instructor after receiving her Master of Arts in TESOL
from Columbia University, New York, New York in 2004. She had also worked as a high school English teacher
in llsan, Korea from 2001to 2002,

Franchise Operations Manager, Western Reagion: Hye Jin (*Jin™) Kim
Hye Jin Kim serves also as one of our Franchise Operations Managers and has done so since January
2006. Previously, from® August 2003 until January 2005, Ms. Kim was the Office Manager for Primax

Manufacturing & Training, Inc., located in Bellflower, California. In August 2003, she received a Bachelor of Arts
in Soctology from the University of California, Los Angeles.

ITEM 3. LITIGATION

No litigation is required to be disclosed in this Offering Circular.

ITEM 4, BANKRUPTCY

No person previously identified in ITEMS 1 or 2 of this Offering Circular has been involved as a debtor in
proceedings under the U.S. Bankrupicy Code required 1o be disclosed in this [TEM.

ITEM 5. INITIAL FRANCHISE FEE

Franchise Fee
You must pay an initial “Franchise Fee™ of $25,000. The Franchise Fee is paid to us in a lump sum when

you sign the Franchise Agreement and is nonrefundable except as described below. The Franchise Fee is payment, in
part, for expenses incurred by us in furnishing assistance and services to you as set forth in the Franchise
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Agreement and for costs incurred by us, including general sales and marketing expenses, training, legal, accounting
and other professional fees.

We will refund 50% of the Franchise Fee if we, in our discretion, determine that you are unable to
satisfactorily complete the training program described in iTEM 11 of this Offering Circular and if we terminate the
Franchise Agreement as a result of making that determination.

Initial Inventory Fee

We supply you with an initial inventory of proprietary course materials, workbooks and other materials,
(“Proprietary Products™), whick are listed in Exhibit F to the Franchise Agreement. The Proprietary Products are
specially developed and suited {or use in the operation of JEI Self-Leaming Centers. The fee for the initial inventory
of Proprietary Products ranges from approximately $3,000 to $4,000, plus any shipping costs.

If the Franchise Agreement is terminated before the opening of your JEI Self-Learning Center, you may be
required to refurn the initial inventory of Proprietary Products to us. We will issue a refund for retumns, provided the
items are refturned within 30 days afier oniginally delivered to you, and remain in an unopened or unused and saleable
condition. Otherwise, the initial inventory 1s not refundable. Further information concerning our pelicy on returns of
Proprietary Products is provided to our franchisees in our Manual. This policy may change from time to time. There

are no limits on our right to change or implement new policies. You must pay the shipping costs to return the initial
inventory of Proprietary Products.

[The remainder of this page is intentionally left blank.]



ITEM 6.

OTHER FEES

Below is a detailed description of other recurring or isolated fees or payments that you must pay to us or

that we impose or collect for a third party under the terms of the Franchise Agreement.

Name of Fee Amount Due Date Remarks
Royalty Fee Will vary. Exact amount is calculated by Monthiy See Definition of Registration
- multiplying number of subjects by aSubject. Fee/Diagnostic Test Fee
Fee and adding a Minimum Fee of $250
and $15 per subject for the Registration
Fee'Diagnostic Test Fee. The
highemumber of subjects, the lower the
Subject Fee that is applied to calculate the
Royalty Fee:
Number of Subjects  Subject Fee
1-£00 $17
101-200 314
201 and up 512
Marketing Fund Up to 1% of Gross Sales Monthly No fee is currently assessed but we reserve
Contribution the nght 10 charge one. {Sections 3.4 and
t1.3) We may require Marketing Fund
Contributions 10 be used in cooperative
* advertising.
Local Adventising Duning the first 2 years of the initial Monthty You pay directly subject to our approval.
tenn of the franchise. the greater of $350 {Sections 11.2) We may require Local
or 2%: from the beginning of the third Adventising expenditures to be used in
vear through the remainder of the initial cooperative advertising,
term, 2%
Telephone Directory Vanes according to arca and type of As invoiced You are required o hist and adventise in the
Advertising fisting “white pages™ and “yellow pages of your
local telephone directory. {Section 11.6}
Audit Expenses Al costs and expenses associated with Upon demand Audit costs payable only if the audit shows
audit an understatement in amounts due, (Section
12.6)
Late Fees 18%6 per vear or the highest rate allowed Upon demand Apphics 1o all overdue Royalty Fees.
by apphcable law, whichever is lower Marketing Fund Contributions and ether
amounts due 1o us, wcluding any taxes.
(Section 3.7) Also applies to any
understatement ir amounts due reveated by
an audit. {Section [2.6)
Ongoing Puichases of As incurred As invoiced” You are required to replenish your inventory
Proprietary Products of workbooks, course materials and other
items (“Propnectary Products’™), which we
supply for use in the operation of JEI Sell-
Leaming Centers.
Special Chargeable As incumed As invoiced We may periodically supply you with

lems

ceriain itews to be purchased from us, such
as apparel, supplernental instructional
matenial, promotional products, etc. We will
publish prices for these ilems as we make
ihe items available.

Approval of Products or
Suppliess

AN reasonable costs of evaluation

Time of evaluation

Applies 1o new suppliers you wish to
purchase from or products you wish to




Name of Fee Amount . Due Date Remarks
purchase that we have not previously
approved. (Section 13.1)
Insurance Policies Amount of unpaid premiums plus our Upon demand Payable only if you fzil to maintain required

reasonable expenses in obtaining the
policies

insurance coverage and we elect to obtain
coverage for you. (Section 15.5}

TFransfer Fee

$5.000

At the time of trans{er

Does not apply 10 an assignmem under
Section 183 of the Franchise Agreement.
{Section 18.2.8)

System Modifications Not ta exceed $5,000 dunng the imtial As required If we decide to modify the System by
term of the franchise, subject 1o requiring new equipment. copyrighted
adjustments based on Consumer Price matenals, fixtures, sofiware, trademarks,
index et¢., you must make the modifications at
your expense. {Section 10.2)
Relocation Assistance Costs and expenses of providing Time of assistance We will charge you for relocation assistance
relocation asststance if you request it and we agree to provide it.
{Section 5.6)
Customer Service All costs incurred in assisting vour Upon demand You must reimburse us if we detenmine i 15
students necessary for us 1o provide service directly
to vour students. {Section 13.8)
Ongoing Training Atntendance fees, (if apphicable), plus Time of program Attendance will not be required more than

Programs

your expenses as well as cimployees”
expenses in attending

one time per year and collectively witl not
exceed 3 days in any year. (Section 8.5)

Additional Training

Market rates: currently. $250 per day.
plus our expenses and your expenses as
well as vour employees”™ expenses in
attending

Time of service

We provide an initial training program for
you and one additional person at no charge.
You pay for additional training if vou
request i, or if you appoint a new Direclor
to manage your day-lo-day operations.
{Sections 8.1 and §.4)

Additional Operations
Assistance

Madkel rates: cunently, $250 per day,
plus our expenses

Time of assistance

We provide approxtmately 3 days of
assistance around the beginning of
operations. You pay for additional
assistance if you request it. (Section 8.2)

Cost of Enforcement All costs including attormeys”™ fees Upon demand You must reimbusse us for ali costs in
enforcing obligations if we prevail.
(Section 22 .4)

Indemnification All costs including atlomeys” {ees Upon demand You must defend fawsuits at your cost and

hold us harmless against lawsuits arising
from yours operation of the Franchised
Center. {Section 21.2)

No other fees or payments are 10 be paid to us, nor do we impose or collect any other fees or payments for

any other third party. Al fees are generally nonrefundable.

NOTES

' Registration Fee/Diagnostic Test Fee. The term “Registration Fee/Diagnostic Test Fee™ means the
royalty fee collected by us for each diagnostic test administered by you to determine placement of the customer
based on their educational level; and each registration of a customer for a class. You may charge whatever price
you wish for this Diagnostic Fee/Registration Fee.



ITEM 7.

INITIAL INVESTMENT

We anticipate that you will incur the following estimated

Franchised Center.

tnitial expenditures in the establishment of the

Actual or To Whom
Names of Estimated Method of Payment Is
Expenditures Amounts For You Payment When Due To Be Made
Franchise Fee' $ 25,000 Cashier’s Check Upon Signing Us
Franchise Agreement
Real Estate/Rent’ 1,350 - As Amanged Before Beginning Lessor
7,200 Operations
Utility Deposits® 0 - As Arranged Before Beginning Utilities
800 Operations
Leasehold 10,000 As Aranged Before Beginning Third Parties
Improvements* 20,000 Operations
Office Equipment 2,000 - As Armranged Before Beginning Approved Suppliers
& Supplies’ 3,000 Operations
Initial Enventory® 3.000 . As Ammanged Before Beginning Us
4,000 ‘ Operations
Furniture, Fixtures & 2.000 - As Amranged Before Beginning Third Parties
Equipmem7 4,000 Operations
Insurance® 600 . As Arranged Before Beginning Third Parties
1,000 Operations
Training’ 1000 . As Arranged Before Beginning Third Parties
3,000 Business
Signage'® 1,000 . As Arranged Before Beginning Third Parties
4,000 Business
Grand Opening' 1,000 . As Arranged First 3 Months Third Parties
2,000 of Operation
Legal & Accounting' 500 . As Arranged Before Beginning Attorney, Accountant
2,000 Business
Licenses & Permits" 100 - As Arranged Before Beginning Licensing Authority
Business
1,000
Additional Funds" 10,000 - As Amanged As Necessary You Determine
(3 months) 15,000
TOTAL" $ 57,550 -
$ 92,000




