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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. 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.

Federal Trade Commission
Washington, D.C. 20580




FRANCHISE OFFERING CIRCULAR FOR PROSPECTIVE FRANCHISEES

@

LEARNING EXPRESS, INC.

a Massachusetts Corporation

29 Buena Vista Street

Devens, Massachusetts 01434-5026
978/889-1000

www learningexpress.com

The franchise offered is for the operation of a single retail toy and gift business (the
“Local Store Franchise™). The initial franchise fee is $30,000.00. The estimated initial
investment required is $197,000.00 to $332,000.00, including the initial franchise fee, inventory
and working capital for the first 3 to 6 months of operation, but excluding rent for the location of
the Local Store Franchise.

Risk Factors:

1. THE FRANCHISE AGREEMENT PERMITS THE LOCAL STORE FRANCHISEE TO SUE
THE FRANCHISOR ONLY IN MASSACHUSETTS. OUT OF STATE LITIGATION MAY
FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY
ALSO COST YOU MORE TO SUE LEARNING EXPRESS IN MASSACHUSETTS THAN IN
YOUR HOME STATE.

2. THE FRANCHISE AGREEMENT STATES THAT MASSACHUSETTS LAW GOVERNS
THE AGREEMENT AND THIS LAW MAY NOT PROVIDE THE SAME PROTECTIONS
AND BENEFITS AS LOCAL LAW. YOU MAY WANT TO COMPARE THESE LAWS.

3. EVEN THOUGH THE FRANCHISE AGREEMENT PROVIDES THAT MASSACHUSETTS
LAW APPLIES, LOCAL LAW MAY SUPERCEDE IT IN YOUR STATE. PLEASE REFER
TO ANY STATE-SPECIFIC ADDENDUM THAT MAY BE ATTACHED TO THE
OFFERING CIRCULAR FOR DETAILS.

3. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

Information about comparison of franchisors is available. Call the state administrators
listed in Exhibit "A" or your public library for sources of information.

Registration of this franchise by a state does not mean that the state recommends it or has
verified the information in this Offering Circular. If you learn that anything in the Offering
Circular is untrue, contact the Federal Trade Commission or the appropriate state authority listed
in Exhibit “A”.

Information Date: April 1, 2006

{FOR STATE SPECIFIC EFFECTIVE DATE, SEE EXHIBIT “A”)
(SEE EXHIBITS “I” AND “J” FOR STATE SPECIFIC ADDENDA AND RIDERS)
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ITEM 1
THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

To simplify the language in this Offering Circular “Learning Express”, “We” or the
“Franchisor” means Learning Express, Inc. “You” means the person acquiring the Local Store
Franchise. If You are a business entity, “You” also means Your owners.

The Franchisor, Its Predecessor and Its Affiliates. Learning Express was incorporated
in Massachusetts on October 28, 1987, and maintains a principal business address at 29 Buena
Vista Street, Devens, Massachusetts (1434-5026. We conduct business under Our corporate
name and the trade name “Learning Express”. We have no predecessors or affiliates. Learning
Express does not operate any Learning Express retail toy stores of the type being offered by this
Offering Circular. Learning Express’ agents for service of process are disclosed in Exhibit “A”.

Sharon DiMinico, the Founder and Chief Executive Officer of Learning Express, is a
shareholder of Toy Chest, Inc., a Connecticut corporation and retail entity, conducting a business
similar to the Local Store Franchise offered by this Offering Circular. Learning Express, Inc.
operated a company owned store in Needham, Massachusetts from 1987 until June 1993, when it
was granted as a Learning Express local store franchise.

The Franchisor’s Business. Lecarning Express has offered Local Store Franchises for
sale since 1987. Learning Express does not operate any Local Store Franchises itself. Learning
Express has not offered franchises in any other line of business. Learning Express does not
engage in any other business activities.

The Local Store Franchise. Learning Express franchises the right to operate a retail
specialty toy store (the “Store™), featuring toys, books, games and children’s gifts under a Local
Store Franchise Agreement (the “Franchise Agreement”), a copy of which is attached to this
Offering Circular as Exhibit “B”. The typical shopper will be parents or other family members,
of households with children ranging in age from newborn to young adults. The retail toy business
is year round, with an emphasis on birthday related sales and November and December holiday
sales. Under certain, very limited circumstances, Learning Express may allow a Local Store
Franchisee to operate a separate retail outlet (a “Satellite Location™). You do not have the right to
operate a Satellite Location without Learning Express’ prior written consent, which Learning
Express can withhold in its sole discretion.

Regional Franchise Managers. Beginning in 1995, Learning Express established a
network of service providers to the Local Store Franchisees. The Regtonal Franchise Manager
will be our designee, responsible for developing new local store franchises, for making proper
disclosures under state and federal franchise laws, assisting in site selection and lease
negotiations, assisting in pre-opening operations and training, and furnishing on-going support.
The backgrounds of Our Regional Franchise Managers are set out in Addendum “C>.

Regulation. There are no specific industry regulations which govern the operation of the
Local Store Franchises, although you will be required to comply with all local, state and federal
laws and regulations that apply to businesses generally. You will be required to conduct background
and criminal checks on employees.




Competition. Your competitors will include: local, regional and national retail toy,
hobby, and children’s gift stores and e-commerce toy sites.

ITEM 2
BUSINESS EXPERIENCE

Sharon DiMinico, Founder, Chief Executive Officer, and Director

Ms. DiMinico has been actively involved in the conceptualization and development of
the Learning Express System since 1987. She served as President, Treasurer and as a Director
since the Franchisor's inception in 1987 and became Chief Executive Officer in January 1998.
From 1987 to 1993, Ms. DiMinico opened and operated 2 retail Learning Express stores, along
with 2 partners. She opened Learning Express of Needham with her partners in 1987 and sold it
as a franchise in July 1993. She also purchased Toy Chest, Inc. with her partners, as detailed
above in Item 1, a business in which she retains an ownership interest.

Louis DiMinico, Vice President, Treasurer and Director

Mr. DiMinico has been a Director and the Vice President of Real Estate for Learning
Express since its inception. From 1971 through the present, Mr. DiMinico has been President of
the Groton Corporation, a real estate development company in Groton, Massachusetts.

Joseph T. Diaz, General Counsel and Director

Mr. Diaz joined Learning Express as President in June 2002. In December 2005 Mr. Diaz
assumed the position of General Counsel. From March 1992 until April 2001, he was Counsel,
Vice President, Deputy General Counsel, and then Group President, Sesame Workshop, New
York, New York.

Robert Wittman, Chief Operating Officer

Mr. Wittman joined Learning Express as Chief Operating Officer in October 2005.
Previously, Mr. Wittman was President of the EXPO Design Centers Division of The Home
Depot from 2001-2003. He also held positions of Senior Vice President Business Development,
Villager’s Hardware and Senior Vice President Merchandising for The Home Depot from 1997-
2001.

Kathy Troknya, Senior Vice President, Operations

Ms. Troknya joined Learning Express as the Director of Franchise Operations in 1990
and was promoted to Vice President in 1998 and Senior Vice President, in April 2000. Ms.
Troknya oversees all franchise operations.

William A. Doyno, Vice President, Information Technology

Mr. Doyno joined Learning Express as Director of Information Technology in October
1998 and was promoted to Vice President of Information Technology in April 2000.



George Russell, Vice President, New Store Development

Mr. Russell joined Learning Express in August 1997, as Director of Operations and was
promoted to Vice President, New Store Development in April 2000,

Lisa Gray Visco, Vice President, Merchandising

Ms. Visco joined Learning Express as General Merchandise Manager in January 1999 and was
promoted to Vice President, Merchandising in April 2000.

ITEM3
LITIGATION

CEE Toys. Inc. v. Learning Express. Inc. (Judicial Arbitration and Mediation Services,
Boston, MA, Reference #: 1400008592). On January 26, 2004, we terminated the franchise
agreement between Learning Express, Inc. and our Regional Franchise Owner, CEE Toys, Inc.
(“CTI”) due to CTI’s breach of the Regional Franchise Agreement. Specifically, CT1 failed to
achieve minimum levels of development in the Southern California territory. On June 10, 2004,
CTI filed a complaint for damages for breach of written agreement/contract, breach of the
implied covenant of good faith and fair dealing, violation of franchise relations Act, and unfair
competition. CTI’s claims all rely on the supposition that the lack of development in Southern
California was not its fault and that therefore, LEI was not entitled to enforce the minimum
development provision contained in the Regional Franchise Agreement. The parties settled their
dispute by executing an Agreement of Terms effective August 8, 2005. The Agreement of Terms
are as follows: In return for LEI regaining control of the territory, LEI agreed to pay CTI
$140,000.00, royalties on existing Local Stores within CTI former territory for the remaining
term of the original agreement and hire CTI for a 3 year consulting contract, to be performed
upon request. .

Mark Cohen, vs. Learning Express, Inc.. Preston Eugene Thistle, Pamela Thistle, Paragon
Retail Services, Inc., et al, Case No. 01AS07899, Superior Court, Sacramento, California. On
December 28, 2001, plaintiff, the former owner of a terminated franchisee that filed for
bankruptcy, filed a complaint against Us and Our Regional Franchise Managers, alleging
violation of the California Franchise Investment Law and negligence. Plaintiff sought the amount
of the franchise fee plus damages. On December 19, 2002, we agreed to pay plaintiff
($30,000.00) in order to avoid the time and expense of litigation and the action was dismissed
with prejudice.

Learning Express, Inc., vs. NE Toy Company, Hassan Derazi and Farzin Darabi, United
States District Court, District of Massachusetts, Civil Action No. 01-CV-10626-DPW. On April
13, 2001, Learning Express filed its Complaint against a franchisee that continued to operate
after termination. On or about June 7, 2001, the defendants denied their liability to Learning
Express and filed Counterclaims alleging that Learning Express among other things: (A)
breached the Franchise Agreements; (B) intentionally misrepresented the identity and physical
location of the Regional Franchise Manager for defendants’ Protected Territory; (C) engaged in
unfair and deceptive practices; and (D)) fraudulently induced defendants to enter into the
Franchise Agreements. Defendants sought damages of $800,000, plus statutory treble damages.
The parties entered into an Acknowledgment of Termination of Franchise Agreements and
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Mutual Release Agreement (the "Agreement”). Under the Agreement: (1) the defendants
acknowledged and agreed that their Learning Express Franchise Agreements were terminated as
of September 7, 2000; (2) the defendants agreed to cease and desist from operating any of their
formerly authorized Learning Express Stores; (3) Learning Express agreed to purchase certain
fixtures, furniture, and equipment for $15,000; and (4) Learning Express and the defendants
agreed to dismiss with prejudice, their respective claims and counterclaims, with each party
bearing its own fees and costs.

Learning Express, Inc.. vs. Ray-Matt Enterprises, Inc., d/b/a Learning Express, Matthew
Hanratty and Judith A. Hanratty. United States District Court, District of Massachusetts, Civil

Action No. 99-CV-11372 (WGY). Matthew Hanratty and Judith A. Hanratty, his wife vs.
Learning Express, Inc., Sharon DiMinico, William Moore, Linda Moore, Fran-Net, Inc. and Jack
Armstrong, Superior Court of New Jersey, Middlesex County, Dkt. No. L-7025-99. On July 15,
1999, the owners of Our franchisee, Ray-Matt Enterprises, Inc., filed their complaint (amended
on July 29, 1999), against Us, Our founder, Our Regional Franchise Managers and an
independent franchise broker, setting forth the same allegations set out in the counterclaim
asserted in the United States District Court action described above. Learning Express answered
the complaint, denied the allegations and filed affirmative defenses. On February 27, 2001, the
parties to both the U.S. District Court action and the New Jersey action entered into an
agreement under which: (1) the franchisee acknowledged the termination of the Franchise
Agreement and all parties exchanged mutual releases.

Other than these four actions, no other 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. Bankruptcy Code required to be disclosed in
this Item.

ITEM S
INITIAL FRANCHISE FEE

The initial franchise fee which You must pay to Learning Express under the Franchise
Agreement is $30,000.00. You will pay $5,000.00 (the “Deposit Fee™) and sign Our Deposit
Agreement. A copy of the Deposit Agreement appears as Exhibit “D” to this Offering Circular.
Upon Our receipt of the Deposit Fee, We or our designee, will assist You with local evaluation
and site selection. It is Your sole responsibility, however, to secure the premises for Your Local
Store Franchise. If You cannot locate a suitable site for Your Local Store Franchise, We will
refund Your Deposit Fee, less all of Our reasonable travel expenses, including transportation,
lodging and food, or our designee, incurred in connection with the site selection assistance
provided to You, the Deposit Agreement will terminate and You will have no further rights to
become a Local Store Franchisee. The estimated range for the expenses which will not be
refunded is between $250.00 and $1,000.00, depending upon the distance traveled and the actual
travel costs incurred. You have 120 days from the date We approve Your site, to sign a lease. If a
lease is not signed by the end of that 120 day period, Our approval for Your site expires.



The Franchise Agreement for the L.ocal Store Franchise will be executed at the time, or
immediately after You sign the lease for Your Local Store Franchise. You will pay Us the
remaining $25,000.00, in a lump sum upon execution of the Franchise Agreement. Once You
have paid the initial franchise fee in full, it is not refundable for any reason. This fee is uniform
for all franchisees acquiring their first franchise under this Offering Circular.

Learning Express is a member of the International Franchise Association and participates
in IFA’s VetFran Program, which provides special financial incentives to qualified veterans.
The financial incentive is a $5,000.00 discount on the Initial License Fee.

If You purchase additional Local Store Franchises, then the initial franchise fee is
$10,000.00, for each additional Local Store Franchise. Additional Local Store Franchises require
the submission of QOur form Notice of Intent, which is Addendum “A” to the Franchise
Agreement.

There will be a § 3,000.00 franchise fee paid in connection with the operation of a
Satellite Location. A Satellite Location is an additional, smaller and permanent location within
the protected territory of the primary location. The operation of a Satellite Location requires the
submission of Our form Notice of Intent, which is Addendum “A” to the Franchise Agreement.
You are not entitled, however, to operate a Satellite Location absent Learning Express’ prior
written consent, which Learning Express can withhold in its sole discretion.

There will be a $ 1,000.00 franchise fee paid in connection with the operation of a
Temporary Location. A Temporary Location is an additional location for a limited time on a
temporary basis. The operation of a Temporary Location requires the submission of Our form
Notice of Intent, which is Addendum “A” to the Frnachise Agreement. You are not entitled,
however, to operate a Temporary Location absent Learning Express’ prior written consent,
which Learning Express can withhold in its sole discretion.

Learning Express does not offer financing of the initial franchise fee.

ITEM 6
OTHER FEES

The following is a breakdown of the various fees which You will be required to pay as a
Local Store Franchisee. You should read the explanatory footnotes carefully.

NAME OF FEE AMOUNT DUE DATE REMARKS
Royalty Fee '~ 5% of Gross Payable monthly Gross Receipts
Receipts® Minimum | on the 10th day of | includes all revenues
monthly royalty is each subsequent received by You.
$ 1,000.00 month, by

Electronic Funds
Transfer, if

required.
Advertising ' 1% of Gross Sales Learning Express 60 day notice before
contribution when Advertising Fund advertising begins.
Learning Express Contribution
Advertising Fund collected monthly
formed with the Royalty




NAME OF FEE

AMOUNT DUE DATE REMARKS
Additional $250.00 per diem, When billed Only if operational
Assistance plus reasonable problems require a

travel and lodging
expenses

considerable level of
additional support.

Inspection '

If underpayment,
cost of inspection,
pius 1% per month
on underpayment of
Royalty or Learning
Express advertising
fund fee

Immediately after
inspection

Due if inspection
funds underreporting
of Gross Receipts.

Transfer Fee °

$10,000.00

Also, 10% of
purchase price if We
procure buyer for
you.

On or before date
of transfer

Payable from Buyer
upon transfer. Non-
refundable.

Renewal Fee '

Will vary under
circumstances

Upon renewal

For a Franchise
Agreement you must
reimburse us for our
administrative and
legal expenses
associated with your
renewal which must
be paid in
conjunction with
signing of new
Franchise
Agreement (then
current version).

Costs and
Attorney’s Fees

Will vary under
circumstances

As incurred

You are responsible
for Our costs and
attorney’s fees if We
incur them in a
lawsuit We win or if
We get an injunction
against You.

Indemnification

Will vary under
circumstances

As incurred

You have to
reimburse Us if We
are held liable for
claims arising from
Your operation of
Your Local Store
Franchise.

Late Payment
(Interest)

1% per month on all
amounts due Us not
paid on time

Upon demand




Notes:
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All fees are imposed by and are payable to Learning Express. All fees are non-
refundable.

Gross Receipts are defined to include all revenues which You receive while conducting
business. Gross Receipts may take the form of cash, check, credit, charge account or
exchange. Gross Receipts includes money or credit which You receive from the sale of
merchandise, from other services which You or others may provide, or any other service
or product for which You charge separately. Gross Receipts does not include the sale of
merchandise for which refunds have been made in good faith to customers or from any
form of tax imposed by a governmental authority, which is actually paid to such
governmental authority.

You will pay 5% of Your monthly Gross Receipts as a Royalty. You will pay the same
Royalty based upon Your Gross Receipts from the operation of either a Satellite or
Temporary Location, if Learning Express grants its permission.

In addition to the requirement that you expend annually at least 4% of Your Gross
Receipts on advertising and promoting Your Local Store Franchise within Your local
marketing area. The Franchise Agreement reserves for Learning Express the right to
require that You pay Learning Express on a monthly basis (in the same manner that the
Royalty is paid), a contribution of 1% of Your Gross Receipts for a Learning Express
National Advertising Fund. This contribution will be in addition to the local advertising
requirement discussed above. Learning Express reserves the right, on at least 60 days'
prior written notice, to begin collecting Your Learning Express National Advertising
Fund contribution under the Franchise Agreement.

Learning Express will use the fees collected for the Learning Express Advertising Fund
for the design and production of advertisements, promotional materials, newsletters,
holiday catalogs, and the payment to Learning Express, its affiliates or advertising
agencies for administrative expenses. In collecting these fees, Learning Express will not
allocate or expend contributions so as to benefit any particular franchisee or group of
franchisees on a pro rata or proportional basis or otherwise.

If Learning Express is required to provide a level of additional support because of
recurrent operational problems, then Learning Express may at its option, charge You
$250.00 per day for each Learning Express representative who provides these additional
support services.

If You sell Your Local Store Franchise, then Your Buyer must pay a $10,000.00 transfer
fee to Learning Express. If We assist You in procuring a buyer for Your Local Store
Franchise, You agree that You will pay Us an additional 10% of the total purchase price.



