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Dept. of Corporations-
PSS UNIT-San Francisco Office

UNIFORM FRANCHISE OFTERING CIRCULAR ™™

ISLAND INK-JET SYSTEMS (US) INC.

244 — 4" Sireet
Courtenay, British Columbia
Canada VIN 1G8
1 877 446-5538

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION

TO PROTECT YOU, WE'VE REQUIRED YOUR FRANCHISOR TO GIVE YOU THIS INFORMATION. WE
HAVENT CHECKED IT, AND DON'T KNOW IF IT'S CORRECT. IT SHOULD HELP YOU MAKE UP
YOUR MIND. STUDY IT CAREFULLY. WHILE IT INCLUDES SOME INFORMATION ABOUT YOUR
CONTRACT, DON'T RELY ON IT ALONE TO UNDERSTAND YOUR CONTRACT. READ ALL OF YOUR
CONTRACT CAREFULLY. BUYING A FRANCHISE IS 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, A
FEDERAL TRADE COMMISSION
Washington, D.C. 20580
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FRANCHISE OFFERING CIRCULAR

Island Ink-Jet Systems (US) Inc.
244 - 4" Street
Courtenay, British Columbia
VAN 1G6 Canada

ISLAND INKJET.

As a Franchisee, you will operate an Island Ink-Jet Qutlet which sells ink-jet refill Kits,
remanufactured cartridges, remanufactured toners, ink-jet refill services and related consumable products
for printers.

All Franchisees, including Area Developers, are required to execute a Single Unit Franchise
Agreement for each location they open. The initial franchise fee is $29,000. The estimated initial
investment for a franchise location ranges from $85,850 to $172,400.

We offer a Kiosk Location and an in-Line Location. The estimated initial fees for an Island Ink-Jet
Franchise ranges from $100,100 to $136,400 for a kiosk location and from $85,850 to $172,400 for an
inline location. For a more comprehensive breakdown of your initial investment, please refer to ITEM 7.

For a Kiosk Location, any modifications to the standard kiosk model will be at your sole expense.
Additionally, an Administration and Review Fee of $2,500 will be applied to all kiosk locations for costs
.associated with the administration and processing thereof. The cost for your kiosk is included in the initial
deposit noted above and is non-refundable once ordered.

For an In-Line Location, vendor policies will determine whether any amounts paid for build-out of
your location is refundable. Additionally, an Administration and Review Fee of $2,500 will be applied to
all in-line locations for costs associated with the administration and processing thereof. The

 Administration and Review Fee is non-refundable once paid and is included in your initial deposit.

As an Area Developer, you will be required to operate at least one Island Ink-Jet Outlet in your
Territory, and you will have the responsibility to screen and qualify new franchise prospects, as well as
train and service those franchisees located in your Territory. The Area Development fee is based on the

~market potential for each Territory. The development fee is calculated by multiplying $5,000 per location.
The estimated initial investment for an Area Developer ranges from $13,000 to $1,603,800, These costs
are in addition to the initial investment costs for a Franchised Outlet.

We are required to hold all initial franchise fees in Escrow in the States of California;
Minnesota, North Dakota, lllinois, Maryland, South Dakota and Washington. These fees cannot be
released until you are open for business and legal requirements regarding escrow accounts have
been met.

RISK FACTORS:

1. THE FRANCHISE AND AREA DEVELOPMENT AGREEMENTS PERMIT THE FRANCHISEE TG SUE
THE FRANCHISOR ONLY IN NEVADA. OUT OF STATE LITIGATION MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES. 1T MAY ALSO COST YOU MORE TO LITIGATE WITH
FRANCHISOR IN NEVADA THAN IN YOUR HOME STATE. THIS PROVISION IS SUPERSEDED BY CERTAIN
STATE LAWS. SEE EXHIBIT G - MULTI-STATE ADDENDA FOR YOUR STATE.

2, THE FRANCHISE AND AREA DEVELOPMENT AGREEMENTS STATE THAT NEVADA LAW GOVERNS
THE AGREEMENTS, AND THIS LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS AS
YOUR LOCAL 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 A STATE FRANCHISE LAW PROTECTS YOU. YOU SHOULD REVIEW THE STATE
SPECIFIC ADDENDUM ATTACHED TO THIS OFFERING CIRCULAR AND FRANCHISE AGREEMENT FOR
SPECIFIC PROVISIONS.
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3 THE FRANCHISE AND AREA DEVELOPMENT AGREEMENTS CONTAIN A MANDATORY BINDING
ARBITRATION CLAUSE GOVERNING NEARLY ALL DISPUTES BETWEEN YOU AND US. MEDIATION,
BINDING ARBITRATION (AND ANY LITIGATION) AND ANY ARBITRATION APPEAL WILL TAKE PLACE IN
THE STATE OF NEVADA OR AT A LOCATION DETERMINED BY AN ARBITRATOR AND THAT MAY COST
YOU MORE THAN IF THOSE PROCEEDINGS TOOK PLACE NEAR YOUR RESIDENCE OR BUSINESS. COSTS
OF THE MEDIATION, ARBITRATION AND ANY ARBITRATION APPEAL MAY BE GREATER THAN IN
LITIGATION. YOU AND WE WILL GENERALLY BEAR EACH OF OUR OWN COSTS IN ANY DISPUTE, BUT
THE ARBITRATOR CAN ASSESS COSTS (BUT NOT ATTORNEY'S FEES) AGAINST A LOSING PARTY.

4, THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

Information comparing Istand Ink-Jet Systems (US) 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 Office of the Attorney General, State of Maryland, 200 St.

Paul Place, Baltimore, Maryland 21202.
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ITEM 1
THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

The Franchisor

To simplify the language in this Offering Circutar, the words “we" or “us” means Isiand Ink-Jet Systems
(US) Inc., the franchisor of this business. “You” means the person who buys the franchise. [i you are a
corporation, partnership, Limited Liability Company or other business entity, certain provisions of this
Offering Circutar also apply to your owners and will be noted. Our principal business address is 244 — 4"
Street, Courtenay, British Columbia, Canada VON 1GB. We are a Nevada corporation that was
incorporated on October 18, 2001. We operate under our corporate name and the trademark Island Ink-
Jet™ and no other name. We have offered franchises in the United States of America since May 2002.
We do not currently and have not previously offered franchises in any other line of business.

Our Predecessors and Affiliaies

We have no predecessors. We are a wholly-owned subsidiary of Island Ink-Jet Systems Inc. (“Island
Canada”), a British Columbia corporation, incorporated under the laws of the Province of British Columbia
on February 29, 2000 and located at 244 — 4th Street, Courtenay, British Columbia, Canada VAN 1G6.
Since February 2000, Island Canada has offered franchises for Island Ink-Jet Outiets in Canada and as of

| August—34—20050ctober 31, 2006, has 454154 franchise locations in Canada. lIsland Canada is a
separate corporation from us and neither Island Canada nor us are liable for acts or omissions of the
other. Since June 2002 our Master Franchisee, Grupo Pilaguer S.A. de C.V., has offered franchises in
Mexico and as of the issuance date of this Franchise Offering Circular has & franchise locations in
Mexico. No other affiliate or predecessor has previously offered franchises in this or any other line of
business.

Our Business Activities and the Outlat

We grant franchises for the operation of businesses in conjunction with the mark *Island Ink-Jet™" and
certain associated logos (collectively referred to as the “Marks"), and in accordance with our “System”
which is described in our Franchise Agreement attached as Exhibit C, As a franchisee you will operate a
retail Customer Service Center providing ink-jet cartridge refill services and selling Island Ink-Jet brand
ink-jet refill kits, ink, remanufactured toners, compatible and remanufactured cartridges, and related
consumable products for printers. You may also sell other printer related products from original
equipment manufacturers (OEMs). We refer to the retail Customer Service Center you and other
franchisees operate as an “Island Ink-Jet Outlet” or “Outlet.” An island Ink-Jet Outlet is typically located in
a retail center.

Kiosk Location: We wili deliver and provide set up services for the kiosk Customer Service Center. The
price of the kiosk Customer Service Center will vary depending on any State or municipal requirements,
as disclosed in ftem 5 of this Offering Circular. Any modifications to the standard kiosk model will be at
your sole expense. The cost for your kiosk is included in the initial deposit noted above and is non-
refundable once ordered. The Kiosk Location is discussed further in ltem 5 of this Offering Circular,

in-Line Location: If you wish to open an in-ine Customer Service Center it will be solely your
tesponsibility for obtaining the necessary permits, construction of the Outiet and payment to vendors.
Due to variances in location size and construction requirements, costs may vary, as disclosed in ltem 5 of
this Offering Circular. Vendor policies will determine whether any amounts paid for build-out of your
location is refundable. The Adminisiration and Review Fee is non-refundable once paid and is included in
your initial deposit. The In-Line Location is discussed further in ltem 5 of this Offering Circular.

In addition, for certain qualified individuals, we may grant Area Development rights. Under this program,
we will grant you an exclusive development area (a “Territory"} in which you must operate at least one
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Island Ink-Jet Outtet in your Territory for the term of the Area Development Agreement. You wili also
have the responsibility to solicit prospective franchisees to establish Outlets within the Territory and assist
each of these franchisees, including providing site assistance and training. As an Area Developer, you
will refer potential franchisees to Island Ink-Jet, with whom we will execute a Franchise Agreement with
You will be required to comply with all franchise disclosure and other legal requirements applicabie to
your Territory, and we must first file a Uniform Franchise Offering Circular with any applicable state
agency for the offer and sale of Franchises. In certain states, you cannot offer or grant Franchises undil
we have filed a UFOC with the State and our UFOC has received an effective registration with the

applicable state.

The sale of franchises is governed by rules enacted by the Federal Trade Commission ("FTC"), 16 C.F.R.
& 436.1 et seq. (the “FTC” Rule"). if you are an Area Developer, you must comply with the disclosure
requirements required by the FTC Rule. Further, certain states require that we register the offering
circular before the offer or sale of any franchise. The offering circular must be registered with the state,
before the offer or sale of any franchise in that state, if your territory encompasses any part of California,
Hawaii, llinois, Maryland, Minnesota, New York, North Dakota, Rhode Island, South Dakota, Virginia, and
Washington. Nebraska, Florida, Texas, and Utah require an Area Developer or us to file a one-time
exemption from their business opportunity laws. Kentucky, Florida, Michigan, Indiana, and Wisconsin
require you to make an annual filing before the offer or sale of a franchise. In acdition, Illinois, New York
and Washington wili require that you register as a franchise broker.

In addition to granting franchises, we are engaged in other business activities. From March 15, 2002 we
operated one corporately owned Outlet in the State of Washington which, as of February 1, 2005, was
sold to a franchisee. From August 1, 2003 we operated one corporately owned Outlet in the State of
indiana and on October 31, 2004, this location was closed. From October 2003 we operated one
corporately owned Outlet in the State of New Jersey and on February 14, 2005, this location was closed.
From September 4, 2004 we operated one corporately owned Outlet in the State of Florida and on April
30, 2005, this location was sold to a franchisee. The corporately owned Outlets are similar to the Outlet

you will operate as part of our franchise system.

In addition, we will supply to you and other franchisees with the majority of the products you offer for
resale including printer consumables and other items as described in ITEM 8. Some of these
consumables and products feature our Marks.

Lastly, we provide our franchisees with a distinctive Customer Service Center at an approved location
that is utilized in operating the Outlet. For additional information on the Customer Service Center, see

ITEMS 5 and 8 of this Franchise Offering Circular.

General Description of the Market and Competition

We target the general public as potential customers for Island Ink-Jet Outlets. You should expect
competition from other businesses that offer similar products, including office supply stores, consumer
electronics stores, mail order houses and Internet sellers. You may also encounter competition from
other Island Ink-Jet Outlets operated by us or other franchisees.

Industry Specific Regulations

You are solely responsible for complying with all local, state and federal laws and regulations as they
pertain to the storage and disposal of ink products, including but not limited to any Environmental
Protection Agency rules, regulations, laws and or guidelines, as well as of any state or local
environmental agencies. There are no other regulations specific to the industry in which we operate,
however, you are encouraged to seek the advice of your attorney and must comply with all local, state
and federal laws under the terms of the Franchise Agreement.
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Agents for Service of Process
Our agents for service of process are disclosed in Exhibit B to this Offering Circular.

ITEM 2
BUSINESS EXPERIENCE

President: Armin Sachse

Mr. Sachse was appointed President of Island in January 2005. Mr. Sachse was also appointed President of
Istand Canada in January 2005. Mr. Sachse was President and sole shareholder of The Equipment Leasing
Company in Mississauga, Ontario from May 2001 to January 2005. The Equipment Leasing Company is the
Area Developer for the Province of Ontario.

Mr. Sachse retired as an officer of GE Capital CEF in 2000 where he held the position of VP Marketing and
Sales of six operating divisions. He held a similar position with National Bank Leasing when it was acquired
by GE. Prior to that he held senior positions at the Royal Bank of Canada head office in product
management. Mr. Sachse was instrumental in creating and heading the bank’s franchise financing group
and was awarded a special recognition by the Canadian Franchise Association. He was an active member .
of the CFA and IFA.

Secretary and Treasurer, Vice President -Finance: Ingrid Murray

Ms. Murray was appointed Secretary and Treasurer of island on April 15, 2005 and was appointed Vice
President Finance in March 2003. She also holds the same positions for Island Canada. From January 1993
to March™2003,"Ms. Marfay held the pasition of Systems/Firm™ Administrator with Huxham & Co- Chariered-
Accountants in Courtenay, British Columbia. With her strong background in business management, Ms.
Murray is in charge of finance, supply chain and the Island Ink-Jet International Assembly Plant.

Vice President, Marketing: Brenda Williams

Brenda Williams was appointed Vice President — Marketing of island in January 2008. From January
1999 to November 30, 2005, Ms. Williams served as Vice President Marketing and Corporate
Communications for Ricky's All Day Grill, Family-style restaurants in Burnaby, British Columbia. She has
also held senior management roles in Wendy's and Boston Pizza. Ms. Wiliams is a National Board
Member of the Canadian Franchise Association.

Vice President, Retail Operations: Wayne Mailiet

Wayne Maillet was appointed Vice President, Retail Onerations of Island in August 2006 in 2 cqnsultinq
capacity. Mr. Maillet has been the President of Franchise Speciafists. an independent consultmg firm,
since 1996. Mr. Maiilet has worked across a variety of industries for such brands as The Keg, Uniglobe,

Realty Worid and most recently as_ Chief Operating Officer of a maijor inkjet refiller franchisor in Canada.

Mr. Maillet has been an active participant in the Canadian Franchise Associate and is currently competing

his designation as a Certified Franchise Executive with the International Franchisg Associgtion.  Mr.
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Maillet has a Bachelor of Business Management Degree and is_an accomplished public spsaker and a
respected management consultant

Director of Research & Development: Dr. Li Ying Zhang

Dr. Zhang joined Istand Ink-Jet in April 2006 on_a contract basis. For the past ten years, Dr. Zhang has
owned and operated a small chain of cartridge refilling stores in the Greater Vancouver area of British
Columbia, Dr. Zhang holds PhD. in Chemistry and is a faculty member and research scientist at the
University of British Columbia. Dr. Zhang specializes in new ink development and_has thirteen years of
industrial and retail experience in specialized ik formulations and the remanufacturing of inkjet and toner

cartridges,

We do not employ outside brokers, however we authorize our Area Developers to sell our Franchises.
Exhibit K_discloses any sales agents affiliated with our company.

ITEM 3
LITIGATION

Passca Diversified Fund Il TVO, LLC, et al v. tsland Ink-Jet Systems {US) Inc. et al.

Superior Court_of California, County of Santa Ana (Case No. 06CC08320). Filed July 24, 2008. The
Plaintiff, property owner of the Village at Orange shopping center, filed a breach of agreement claim
against the Defendants. The Plaintiffs seek restitution for compensatory damages according to proof at
time of traial in a sum expected to exceed $50.000, reasonable attorney's fees and costs. Negotiations

are ongoing in an attempt to settle this claim.

Valmac Enterprises Inc., Easton Enterprises, inc. and Karen Valentine v, Isiand ink-Jet Systems (US) Inc.

Island Ink-Jet Systems (US) Inc, is involved in an arbitration proceeding with one of its area developers.
The area developer has alleged that Island did not comply with New Yark state franchising laws and
made misrepresentations to the area developer. !sland has defended the ciaim and has commenced a
counterclaim. Island denies any wrongdoing and expects to succeed in the arbitration

igation i i i i f " Other than the above noted actions, no
litigation is required to be disclosed in this Offering Circular,

Neither we nor any person listed in ltem 2 of the UFOC is subject to any currently effective order of any

national securities association or national securities exchange, as defined in the Securities Exchange Act

of 1934, 15 U.S.C.A. 78a et seq., or_suspending or expeliing such persons from membership _in_such
association or exchange.

ITEM 4
BANKRUPTCY

No person previously identified in ltems 1 or 2 of this Offering Circular has been involved as a debtor in
proceedings under the U.S. Bankruptcy Code as required to be disclosed in this ltem.

ITEM S
INITIAL FRANCHISE FEE

Franchise Agreement
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