Item 1
THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

To simplify the language in this offering circular, “AOM,” “we,” “us” or “our”
means AllOver Media Franchising, Inc., the franchisor. “You” means the person or
entity who buys the franchise. If the franchisee is a corporation, partnership or other
entity, “you” may also mean its owners. Certain provisions of the franchise agreement
will apply to your owners and will be noted in this offering circular.

We are a Minnesota corporation incorporated gin September 27, 2002, We
changed our name from AllOver Media Indoor Franchising, Inc. to AllOver Media
Franchising, Inc. in September 2004. Our principal business address is 7351 Kirkwood
Lane North, Suite 100, Maple Grove, Minnesota 55369; telephone: (763) 424-1000;
website: www.allovermedia.com. We do business under our corporate name and
“AllOver Media.”

Our agents for service of process are disclosed in Exhibit 1 to this offering
circular.

The Franchise

We grant franchises to qualified persons for the right to own and operate an
ALLOVER MEDIA™ Business (the “Business™) within a particular geographic territory
(the “Designated Territory”) and pursuant to the terms of our standard franchise
agreement, a copy of which is included in this offering circular as Exhibit 2. ALLOVER
MEDIA franchises are advertising service businesses that provide, depending on the
market, indoor print, gas pump advertising services, taxi cab and electronic LCD
advertising services, as further described in Item 16. You will place your ads in
businesses such as restaurants, bars, gas stations, and in other public facilities, all under
the name ALLOVER MEDIA.

We are in the business of the administration of our franchise system. We have
granted ALLOVER MEDIA franchises since March 2003, although our predecessors
NextMedia Franchising, Inc. and Manifest Media I, Inc. previously offered AJ INDOOR®
franchises, as described below. We have not previously offered franchises in any other
line of business. As of December 31, 20050etober1—2005, there were 252 ALLOVER
MEDIA franchised territories and 1 company-owned ALLOVER MEDIA businesses, as
further noted in Item 20.

As a franchisee, you will focus on: (1) acquisition of indoor print and electronic
LCD display board lease sites in restaurants, bars, and other public facilities, and
acquisition of space on gas pumps at gas stations and convenience stores; and (2) sale of
advertising space to other businesses. Generally our franchisees will offer the same types
of services and products, but some franchise owners will do so in a larger designated



territory. You may or may not need to hire sales personnel or additional employees.
Also, you may or may not employ or subcontract the display board maintenance services.

As further stated in Item 16, you must comply generally with all local, state and
federal laws in the operation of your Business. There also may be laws or ordinances
that regulate certain product offerings in your Designated Territory, such as taxicab and
gas pumnp advertising. We urge you to make further inquiries about all of these laws that
may be applicable to your Business. It is your responsibility to make sure that you
understand how these laws may impact your Business.

During the operation of your Business, you will use our Trademarks (as defined
- in Item 13), as well as our distinctive products and services, supplies, sales and business
techniques, and display board maintenance methods and procedures. Your Business will
include sales and maintenance of different types of advertising as authorized for your
Designated Territory (as defined in Item 12), and may include indoor print, taxi cab,
electronic LCD, and gas pump advertising. Each ALLOVER MEDIA franchised business is
an independently owned and operated business and you, as the franchisee, are solely
responsible for its day-to-day conduct and activities.

You will sell advertising production and placement services from your Business
to other businesses of all types. Sales of advertising services generally are not seasonal.
Sales will depend, in part, on the demand for these services and your willingness and
ability to effectively use the ALLOVER MEDIA system. You will compete with other
businesses performing similar advertising services, including other regional and national
franchise systems, independent businesses, and national, regional and local non-
franchised companies. You also will compete with television, radio, newspaper and
various other advertising media.

Qur Predecessors

Our immediate predecessor is NextMedia Franchising, Inc. (“NextMedia™), a
Delaware corporation, with its offices in Colorado at 6312 Fiddler’s Green Circle, Suite
360E, Englewood, Colorado 80111. NextMedia incorporated in Delaware on May 19,
2000. NextMedia previously offered AJ INDOOR® franchises for indoor print advertising
businesses similar to an ALLOVER MEDIA business in the United States from May 2000
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to November 2002. It, however, does not and has not offered franchises in other lines of
business. NextMedia also currently operates indoor print advertising businesses similar
to an ALLOVER MEDIA business. On November 6, 2002, we acquired some of
NextMedia’s assets, including business systems, agreements with existing franchisees,
and other franchise-related assets. Pursuant to our 2002 agreement with NextMedia, we
agreed in general that neither we nor our franchisees would, without NextMedia’s
consent, engage in any indoor print advertising in most of the top 35 markets according
to the 2000 U.S. Census population based on the Metropolitan Statistical Area (MSA) or
initiate contact with any customer in most of the top 35 markets for the purpose of selling
indoor print advertising. NextMedia agreed that we had the right to perform indoor print
advertising in markets ranking 36 and below, as well as certain other markets within the
top 35 such as Cincinnati, Kansas City, and other designated cities. In 2005, we
terminated the 2002 agreement and signed a new non-compete agreement with
NextMedia. We signed the 2005 agreement in settling the litigation described in Item 3.
Pursuant to our 2005 agreement with NextMedia, we agreed in general that neither we,
including our franchisees, nor NextMedia would, without the other’s consent, install or
display or retain a third party to install or display indoor print advertising in any location
within the other’s markets. Each market belonging to NextMedia and AllOver Media,
respectively, was specifically identified in the 2005 agreement. Certain NextMedia
markets will be re-classified as undesignated markets once we establish a franchise in the
market. All markets not identified as NextMedia or AllOver Media markets are
undesignated and either party is permitted the right to seil and display indoor print
advertising in any location within an undesignated market. We also agreed that neither
we nor NextMedia would establish a lease or install indoor digital displays (electronic
LCD) within any location in the other’s market where the other party has either an indoor
print display or an indoor digital display that is clearly identified with the displaying
party and is visible to the general public. We and NextMedia agreed that either party is
permitted, without the other’s prior written consent, to arrange, represent, sell, or place
indoor print advertising in a location of a national retail chain within the other’s market
provided several conditions are met and followed. If NextMedia places indoor print
advertising in a location of a national retail chain within our territory or the designated
territory of certain franchisees, then NextMedia will be required to provide us
notification and pay us a market fee.

Another predecessor of ours is Manifest Media II, Inc., formerly known as AJ
Indoor Intemational, Inc. (“AJ International”). AJ International, a Minnesota
corporation, was incorporated on December 4, 1997. AJ International offered AJ INDOGR
franchises for indoor print advertising businesses similar to an AllOver Media™
business. These franchises were offered from January 1998 to May 2000, when AJ
International sold its existing franchise agreements, business systems, and other
franchise-related assets to NextMedia. AJ International did not operate indoor
advertising businesses similar to an ALLOVER MEDIA business. AJ International never
offered franchises in other lines of business.

Another predecessor of ours is Manifest Media, Inc. formerly known as AJ Indoor

Advertising, Inc. (“AJIA™). AIJIA is a Minnesota corporation and was incorporated on
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January 10, 1989. AIJIA operated an indoor print advertising business similar to an
ALLOVER MEDIA business in 40 markets from January 1998 to May 2000. AJIA did not
offer indoor advertising franchises, and did not offer franchises for any other business. In
May of 2000, AJIA sold its business assets to NextMedia Outdoor, Inc., a Delaware
corporation with offices at 6312 Fiddler’s Green Circle, Suite 360E, Englewood,
Colorado 80111 (“NextMedia Outdoor”). NextMedia Outdoor is an affiliate of
NextMedia. NextMedia Outdoor does not offer indoor advertising franchises and does
not offer franchises for any other business.

QOur Affiliate

We have an affiliated entity called AllOver Media, Inc. (“AMI”). AMI is a
Delaware corporation organized on October 23, 2002. AMI operates company-owned
ALLOVER MEDIA™ businesses. AMI’s principal business address is 7351 Kirkwood
Lane North, Suite 100, Maple Grove, Minnesota 55369. AMI acquired the AllOver
Media Business operations from NextMedia Outdoor on November 6, 2002. AMI has
never offered franchises in any line of business.

Item 2
BUSINESS EXPERIENCE
The following list discloses our officers, directors and other employees with .
responsibilities related to franchisees and the principal occupation of each of them during

the preceding 5 years.

President and CEQ: Anthonyv S. Jacobson

Mr. Jacobson has been our President and CEO since our inception in September 2002,
and has been President and a Director of our affiliate, AMI, since October 2002. He was
Vice President of National Accounts of NextMedia, Minneapolis, Minnesota, from May
2000 to November 2002, Mr. Jacobson was one of the founders of AJ International,
Minneapolis, Minnesota, and served as its Vice President from December 1997 to May
2000. He was also a founder of AJIA in Minneapolis, Minnesota, and served as its Vice
President and Director from January 1989 to May 2000.

COQO: Charles Hayssen

Mr. Hayssen has been our Chief Operating Officer since August 2004. Mr. Hayssen was
a private investor from April 2004 until August 2004. From September 2002 to
April 2004, he was the Executive Vice President and Chairman of the Operating
Committee of ThinkEquity Partners LLC, a private company based in Minneapolis,
Minnesota, performing equity research, investment banking, equity trading and
institutional investment sales. Before September 2002, he was a private investor from
November 2001 to September 2002, Chief Financial Officer of Access Cash International
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L.L.C. based in Minneapolis, Minnesota from February 2000 to November 2001 and a
private investor from April 1999 to February 2000.

VP-Director of Sales: David Sturzl

Mr. Sturzl has been our VP-Director of Sales since February 2005. Mr. Sturzl was a
National Sales Manager for Intran in Minneapolis, Minnesota from November 2004 to
December 2004. From August 2003 to November 20045, he was the General Sales
Manager for Next Media in Minneapolis, MN. From July 1990 to August 2003, he was a
General Sales manager for Clear Channel in Minneapolis, MN.

Director of Franchise Training & Support; Brandon Almich

Mr. Almich has been our Director of Training & Support since May 2004. Previously, he
was a Senior Business Development Manager for eFunds in Woodbury, Minnesota, from
May 1997 to May 2004.
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Franchise Brokers/Lead Generator Sources: See Exhibit 8.

Item 3
LITIGATION

AOM, AMI and Mr. Anthony Jacobson were defendants in the following action:
Next Media Franchising, Inc. and NextMedia Outdoor, Inc., v. AllOver Media Indoor
Franchising, Inc. et. al. This action was commenced in District Court for Hennepin
County Minnesota on October 21, 2003, Court File No. CT 03-017605. The plaintiff
NextMedia Franchising, Inc. and NextMedia Outdoor, Inc. (“NextMedia”) alleged
claims of violation of the Minnesota Deceptive Trade Practices Act, breach of contract
and tortious interference with prospective business relations, and requested injunctive
relief and actual damages in an amount to be determined at trial (including court costs
and attorney’s fees), relating to the acquisition of certain assets by Defendants AOM,
AMI and Mr. Jacobson (collectively, “AOM™) from NextMedia, as described in Item 1
of this offering circular. NextMedia contended that AOM breached their contract in the
acquisition of certain assets (the “Sales Agreement”) by improperly pursuing business
originating out of certain NextMedia markets. AOM denied those allegations and
asserted a counterclaim against NextMedia alleging breach of contract and requesting
damages in an amount to be determined.

——©On July 19, 2004, NextMedia filed an Amended Complaint alleging
additional claims of breach of contract and tortious interference with contract. The new
claims included allegations that AOM also breached the Sales Agreement by installing
electronic LCD screens in venues located in NextMedia’s markets and by using those
LCD screens to sell indoor advertising. NextMedia alleged that AOM was prohibited
under the Sales Agreement from installing and using electronic LCD screens for indoor
advertising in certain markets. The Sales Agreement restricted certain activities of the
parties with regard to “Indoor Advertising,” which was defined under the Sales
Agreement as the “display of indoor print advertising in restaurants, bars and other
public facilities.” AOM maintained that any arguable restrictions under the Sales
Agreement related only to indoor print advertising which was distinguishable from, and
did not include, digital LCD display screens.
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The parties subsequently conducted discovery in this action. During the
discovery stage, the parties stipulated to the dismissal with prejudice of NextMedia’s
claims of violation of the Minnesota Deceptive Trade Practices Act, breach of the Sale
Agreement with respect to the installation and use of electronic LCD screens for indoor
advertising in NextMedia’s markets, and tortious interference with prospective business
relations.

-The parties then brought summary judgment motions seeking to dismiss their
opponents’ respective claims. Prior to the Court issuing an order on the summary
judgment motions, the parties settled this matter and exchanged mutual releases on April
28, 2005. Neither party admitted liability for the claims asserted and neither was
required to make any payment for settling the litigation. However, the parties agreed as
part of the settlement to terminate the Sale Agreement and to sign a new Market Non-
Competition Agreement. As further explained in Item 1, the new Market Non-
Competition Agreement redefined each parties designated markets, provided for a
limited covenant not to compete for indoor print advertising, a limited covenant not to
interfere with indoor digital advertising, and the payment of a market fee for sales to
national retail chains. The parties subsequently filed a stipulation of dismissal with
prejudice.

Other than this one matter, no litigation is required to be disclosed in this offering
circular regarding us, our personnel disclosed in Item 2, or any predecessor or affiliate of
ours. ,

Any litigation required to be disclosed in this offering circular regarding any
franchise broker/lead generator source is disclosed in Exhibit 8,

Item 4
BANKRUPTCY
No person previously identified in Items 1 or 2 of this offering circular as the
franchisor, its affiliate, its predecessor, officers or general partner has been involved as a
debtor in proceedings under the U.S. Bankruptcy Code required to be disclosed in this
Item.

Item 5

INITTAL FRANCHISE FEE

You must pay us a nonrefundable initial franchise fee of $30,000 plus an amount
equal to $500 per 10,000 people in your Designated Territory over 50,000 persons. The
population of your Designated Territory will be based upon the most recent actual or
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We also may provide certain benefits to existing franchisees (for example,
payment of a $1,5005;000 referral fee) for any franchisee lead referral submitted to us,
who then becomes a franchise owner. Any franchise referral is a referral program, and an
existing franchisee who does refer a candidate is in no way involved under any
circumstances with the offer or sale of the franchise.

During our 20034 fiscal year the initial franchise fees paid to us ranged from

Remarks

if you do not meet your Minimum Local
Billing and Venue Requirements, you must pay
an additional “shortfall” continuing license
fee(4)

see note(5) for definitions of National Account
Sales and Cross Sales

$37.062 to $59,02741:000-t0-$150,-600.
Item 6
OTHER FEES
Name of Fee Amount Due Date(2)
¢y
Continuing 6% of (i) Local Billings; (ii) monthly
License National Account Sales that you
Fees(3) place into another franchisee’s
designated territory; and (iii)
Cross Sales that you place in
another franchisee’s designated
territory
Marketing 1% of your Gross Revenues querterlymonth]
Fee ¥

“Gross Revenue” means revenue you derive
from Local Billings, Cross Sales (excluding
Cross Sales that another franchisee places in
your Designated Territory), National Account
Sales and any other revenue that you derive
from the operation of your Business
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Name of Fee Amount Due Date(2) Remarks
1
National varies monthly the percentage of fees you pay or that are paid
Account to you vary depending on who places the ad, as
Sales Fees detailed in appendix C to the franchise
agreement
Cross Sales varies monthly the percentage of fees you pay or that are paid
Fees to you vary depending on who places the ad, as
detailed in appendix C to the franchise
agreement
ALLOVER $250 monthly
MEDIA
Software
Support Fees
Display varies monthly
Board and
Advertising
Material
Purchases
Production varies monthly you may purchase production services from us
Charges or other approved sources
Audit Fees the expenses we incur to audit immediately you pay for cost of audit only if it shows an
your records, ranging between | upon receipt of understatement of your gross revenues, local
$500 to $1,500 bill billings, continuing license fees or advertising
fees
Supplier our cost to review proposed immediately you must make a written request for approval
Review Fees | suppliers, approximately $50 to | upon receipt of
$250 per hour bill
Transfer Fee $2,500 at time of see Item 17 for information on transfer
transfer requirements
Renewal Fee 31,000 at time of see Item 17 for information on renewal
renewal requirements

Interest
Charges; Late
Fee

the lesser of 18% per annum or
the maximum legal rate
allowable by applicable law

when incurred

in addition to interest charges on late
continuing license fee and marketing fee
payments, you must pay to us a late fee of $50
for each delinquent report or payment owed to
us under your franchise agreement

Convention
Registration
Fees and
Expenses

the then-current registration
fees for you and any approved
manager that attends

when incurred

you also must pay for the salaries, food,
lodging and other expenses for you an those
attending with you
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Name of Fee Amount Due Date(2) Remarks

(D

Insurance(6) $150 to $ $2,000 for annual when premiums see [tem 8

premiums are due

Designated $500 per 10,000 persons in the at time of see Item 5 and Item 12

Territory area added to your Designated cxpansion
Expansion Territory
Fee (7)

Notes:

(1

@

3)

)

You must pay each of these fees to us unless otherwise noted. All fees are
nonrefundable.

You must authorize your bank to directly deposit your continuing license fees,
marketing fees and any other amounts due to us, including amounts due for
display boards or artwork, into our bank account from your bank account, on a
monthly basis. You must also provide us with all documents necessary to direct
your bank to honor these pre-authorized bank debits.

You must pay us 6% of Local Billings. “Local Billings” means the total dollar
sales you derive from sales to clients of your Business, and all cash and credit
sales you invoice of every kind and nature made at, from, by or in connection
with your Business including all invoiced sales, revenues and income from: (a)
ASR; (b) all products and services; and (c) 50% of the fair market value of all
“trade” received by you in exchange for advertising services, as “trade” and “fair
market value” is defined by us periodically. Local Billings includes sales to
clients located in your Designated Territory for placement in venues located in
your Designated Territory. Local Billings also includes revenues from Cross
Sales that you place in another franchisee’s designated territory. Local Billings

will not include any revenues derived from production charges, LCD product
sales, from National Account Sales_that we place into vour Designated Territory,

er-revenues from Cross Sales that another franchisee places in your Designated
Territory, or any sales, use or gross receipts tax imposed by any federal, state,
municipal or governmental authority directly upon sales.

You will have Minimum Local Billing and Venue Requirements, as set forth in
appendix B to the franchise agreement and further described in Item 12. If you do
not meet your Minimum Local Billing and Venue Requirements, then you must
pay us an additional continuing license fee for that performance period. The
additional continuing license fee is 6% of the difference between the Minimum
Local Billing and Venue Requirements and your actual Local Billings for the
performance peried (the “shortfall”). The shortfall continuing license fee is due
within 30 days of the end of the period.
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