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Contact:
Doug Kinney
doug@mmxmail.com
(910) 603 — 1160

Build a Better Tomorrow with Yesterdays Hits




Introduction

Mega Media Xchange® has a solid
financial base with a management team
and pre-owned retail technology
focused on anticipating and satisfying
customer needs. Our stores meet the
expectations of today's value-conscious
consumers by providing a unique,
upscale and innovative environment to
not only buy Video Games and
Equipment, Movies, Music and small
Electronics at about half the cost of
new, but also sell or trade-in the items
they are no longer using.

We utilize a proprietary software system
that we have developed to take the
guesswork out of buying and pricing the
merchandise bought directly from our
customers. Because the majority of our
merchandise is pre-owned, we are able
to sell the same items for 40-60% less
than traditional retail, while our gross
margins are generally much higher.

A typical store is 6000 to 7000 square
feet and may be located in a stand-
alone building, but is usually located in a
strip center. Our stores are actually two
businesses in one, a retail store, and a
separate online inventory.

No prior experience is necessary in
either retail or with the pre-
owned industry. Our support team
works hand in hand with you throughout
the process of creating your Mega
Media Xchange® store, from securing
a location, negotiating your lease,
obtaining your initial inventory and
building out your store to opening your
doors and beyond. With our
comprehensive training program,
ongoing support and proprietary
Software system, we offer a unique
opportunity for you to be in business for
yourself, not by yourself, in one of the
fastest growing sectors of retail.
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Advantages

At first glance, a pre-owned store seems
to be a simple concept; sell for more than
you buy and you generate profit,
ultimately, that is what we do, but there is
much more to it. Knowing whether or not
to buy an item, what to pay for it and
what to sell it for becomes a daunting
task when you consider we have many
more active SKU’s (unique items) than a
Wal-Mart Super Store and the buying is
not being done from a central location by
a handful of professionals, but by the
new guy that just came to work for you
from McDonald’s. You may be thinking
how is it possible that a seven thousand
square foot store has more active SKU'’s
than a store 20 times its size? When
Wal-Mart buys an item for the first time it
is added to their list. When they no
longer carry the item, it is dropped from
the list. They maintain about 100,000
active SKU's at each location. Now
consider that any Video Game, DVD,
VHS Tape or CD ever released
anywhere in the world and at any point in
the past may be brought in by the very
next customer to walk in. That's literally
millions of possible titles.

By maintaining a detailed history on each
and every unigue item ever purchased,
our  proprietary  software  system
(NewSoft) has the ability to automatically
determine whether an item should be
purchased and if it is needed for that
store or if it should be sent to a separate
Online inventory and then establishes a
cost and selling price based on the item's
history.
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NewSoft does more than just pricing. It is a completely integrated software solution tying together
its separate programs for store operations, back office functions, Internet sales and fulfillment,
central updates and data analysis. NewSoft is the sixth complete rewrite of the software that we
developed and have been using to operate pre-owned stores since the early 90’s. The current
version, developed in 2005, is a Windows-based program with a SQL database backend. Version
six was necessitated to take full advantage of advances in internet and database technologies and
to incorporate specific changes in the way we do business in our Mega Media Xchange  Stores.
The software is continuously evolving and being updated. We employ a full-time programmer to
assure quick bug fixes and implementation of new ideas as well as provide expert support.

Security - Certainly one of the concerns facing any
merchant who buys their inventory directly from the public is
the possibility of buying stolen merchandise. Our years of
experience have taught us what to look for and we have built
several safeguards right into the software to help reduce the
possibility. One of the biggest deterrents is the scanning of
the customers ID right into the system. It appears on the Buy
Screen and on the receipt the customer must sign. Most
people won't sell stolen items if they know they will have
their ID recorded. It also helps you stay in the good graces of
the local authorities by assisting them in apprehending an
offender in the rare case where items are found to be stolen.

Resurfacing — We offer a disc resurfacing service. We have machines that allow us to remove
scratches from the surface of many damaged discs restoring them to near their original condition.
We offer this to our customers for a fee and we also use it to allow us to buy discs with minor
damage that we might otherwise have to turn away.

Spare Parts - Although the majority of our inventory is bought directly from our customers, an
exception is an assortment of new, hard-to-find power cables, A/V cables and controllers which we
maintain for most systems going all the way back to Atari making us the headquarters for
replacement components especially for the older systems. These parts also allow us to buy a
system that comes in incomplete. By using a replacement component, we are able to make the
system complete, without which we would have to turn the unit away.

Subscription Plan - In addition to selling product, we also offer what we call a “Total Entertainment
Pass”. It allows our customers to borrow any media items from our store on a subscription basis.
They can check out as many items as they want up to their plans limit in any combination: video
games, movies and music including boxed sets. As they return items, the points for that item are
credited back to their account allowing them to check out other items. As long as their account is
active they can keep items for as long as they want, returning whichever items they are finished
with, whenever they want, all without ever having to worry about due dates or late fees. The plans
range from $9.99 per month to $19.99. Because we have a deposit equal to the retail value of the
items borrowed, we never have to “chase” product as with traditional rental stores.

Self Look up Kiosks - are located out on the
sales floor to allow customers to look up items
to determine if they are in stock and to check
the selling price. It also displays the New
Arrivals, Top Sellers and New Releases that we
have in stock which helps promote the sale of
those items.

In Addition to checking inventory, they can
check gift card balances, store policies, fill out
an employment application, leave feedback and
reserve items they are looking for but we do not
have in stock.

Reservation System - By making a reservation
for an item, whether the reservation is made at
the look-up kiosk or entered by a sales clerk at
the registers, the system will notify the
customer by email, or if they supplied a phone
number a clerk can call them when the next
copy of that item comes in.

Customers can check inventory
themselves
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Products

Mega Media Xchange® stores have evolved from small 1200 square foot stores that sold only compact discs in the early 90’s to much
larger stores by the late 90's. Along with the current lines they also sold pre-owned computers and computer components, pre-owned
home electronics such as TVs, stereos, speakers, CD and DVD players and mobile electronics such as car stereos, speakers and amps
all bought right from our customers. Although profitable, these lines proved to be time consuming and a handful and to manage. In the
early 2000’s several stores experimented with adding books to the product mix. It was concluded that with the exceptions of Manga
(Anime in book form) and strategy guides, our customers were not book readers. Ultimately we arrived at the current 6000 to 7000 square
foot stores that buy and sell a mix of Video Games, Video Game systems and accessories, Movies on DVD and VHS Tapes, Compact
Discs and small electronics such as iPods, digital cameras, portable CD and DVD players and other similar items.

The Video Games, DVDs and CDs are all displayed without their discs which are
kept behind the counter and matched up with the case at the time of sale. Game
systems, game cartridges, CD and DVD boxed sets and other electronics are
displayed in locked, glass cases. This greatly minimizes theft and helps to
maintain the condition of the items.

Game Cartridaes and System Accessories

Discs are matched up at time of sale

Some stores have as many as 40,000 CDs
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Pre-Opening Support

As you join the Mega Media Xchange® family, we will support you in the following areas.

We will advise you on

available appropriate

channels to take to acquire

the financing needed specific

to your situation.

We will offer assistance in

developing your business

plan.

Our Mega Media Xchange®

site selection expert will make

an initial visit to work with you

and your real estate broker to

assist in finding the best

location for your store. After

preliminary site approval is

received our site selection

expert will do a final on-site

approval. Once a site is

chosen, we will assist you

with the negotiation of the

lease terms and conditions.

The Franchise Owner signs

the lease directly with the

landlord. You must obtain

your own legal advice prior to entering into any lease.

We will provide training for you up to two other people at our training store. Our training
courses are a mix of practical in-store experience and classroom learning. A broad range
of topics are covered.

We will provide the necessary inventory to initially stock your store.

Your Mega Media Xchange® Technical Advisor will work closely with you during the
build-out of your new store location and provide you with a detailed plan for the fixtures
and equipment. They will assist with the ordering of the fixtures, equipment and inventory
and help with the merchandising of the product. These will be scheduled to arrive at your
location, ready to be installed and in place for your store opening.

We offer assistance in the interview process, as you look to staff your new store.

A Store Opening Coordinator will be on hand for the opening of your new store to guide
you through the uncertainties associated with the opening of your own business.

Ongoing Support

The many benefits of becoming part of the Mega Media Xchange ® network will begin well before
Franchise Owners open their stores, and continue well beyond the day their Store Opens.

Once your Mega Media Xchange® is open, you'll have the continuing guidance, consultation and
support of our senior management to ensure that the business is up and running quickly and
efficiently and that any problems or queries are resolved immediately and satisfactorily. Help or
advice is only a phone call away. Ongoing support services include, but are not limited to:

Store visitation program
Supplier information

Sales and marketing
Strategic planning
Research and development
Field operations/evaluations
Refresher training

Overall strategy
Administration and accounting
Data analysis

Technical development

Franchise Owners operate as a network with
the benefit of accrued knowledge and
experience of other Mega Media Xchange ®
stores. Franchise Owners meet regularly with
Mega Media Xchange ® management to
discuss current ideas, sales trends and
product mix.

The distribution of regular benchmarking

reports on key store variables gives Franchise

Owners insight into how their store is

performing compared to other Mega Media Xchange ® stores. From these reports, Franchise
Owners are able to identify shortcomings and develop solutions to improve store performance.

We operate in a market place that uses software and equipment that is constantly evolving and
changing. It is imperative that our franchisees are at the forefront of these new technological
advances. We, therefore, continuously research, develop and test new technology, equipment and
business methods to ensure that all Stores have the opportunity to utilize such advances and to
upgrade their systems as cost effectively as possible.
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Training

We know that the individual franchise and the company are uniquely inter-dependant on each other
for success. For this reason, it is critical for us to ensure you and your staff is properly trained to
provide the best in products, pricing and service to your customers and to instruct you on aspects
related to ownership of a pre-owned business.

You and your manager will attend a comprehensive training program at the Mega Media Xchange®
Corporate Training Store in Milwaukee, Wisconsin

Our training program covers the following
key areas:

Software systems

Buying and Selling
Electronics Testing
Internet Fulfillment

Grand Opening

Store merchandising
Marketing and advertising
Financial statement analysis
Business management
Administration
Accounting

Personnel management
Employee Training

Software training will cover NewSoft, our
proprietary POS system including its In-
store, Back Office, Internet Sales and
Internet Fulfillment programs as well as the
QuickBooks program in order to complete
the accounting needs of your store.

Our training is one of the most comprehensive in the industry, including 1) up to three weeks of
training in our Milwaukee Corporate Store, 2) an additional week of field support in your store
including hands-on training for your staff, and grand opening support, and 3) ongoing, continuous
support and training throughout your time spent as part of the Mega Media Xchange® system.

Our Training Department is committed to providing the programs and support you need to make
your business achieve your goals for success.

Avalilable Markets

Mega Media Xchange® is initially seeking franchisees in the 24 shaded states. We would consider
awarding development agreements in any other US state or Canada, but for business reasons we
have elected not to award single store agreements in states other than: Alabama, Arkansas,
Colorado, Florida, Georgia, lllinois, Indiana, lowa, Kansas, Kentucky, Louisiana, Michigan,
Minnesota, Mississippi, Missouri, North Carolina, Ohio, Oklahoma, Pennsylvania, South Carolina,
Texas, Virginia, West Virginia, and Wisconsin.

Mega Media Xchange® Caribbean, In addition to the 24 US states, we also offer franchisee
opportunities throughout the Caribbean with a group based in Puerto Rico.
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About Us

Scott P. Stephani , Founder and President

Mr. Stephani is our Founder, President and Chairman of the Board of Directors, and has held those
positions since our inception in January 2006. From January 2003 until December 2005, Mr.
Stephani was Vice President of Operations for PrePlayed Entertainment Group, Inc. and a Director.
From November 1997 until December 2002, Mr. Stephani was President of Take 2 Entertainment, in
Green Bay, Wisconsin. From December 1989 until July 1994, Mr. Stephani was the Founder,
President and CEO of CDX Audio Development, Inc. a franchisor of stores under the name “CD
Exchange” based in Green Bay, Wisconsin.

Douglas M. Kinney , Executive Vice President and General Counsel

Mr. Kinney is our Executive Vice President, head of franchise sales and a Director. He has held
those positions since our inception in January 2006. Mr. Kinney is also President of Franchise Sales
Associates, a consulting company that he founded in 1992. From February 2, 2002 until April 1,
2004, Mr. Kinney was Chief Franchise Officer for DVDPlay, Inc., Los Gatos, California and a
consultant for that company from April 1, 2004 until January 1, 2005. From January 2000 to March
2000, Mr. Kinney was Vice President Franchise Development for Sevant, Inc. in San Jose,
California and a consultant for that company from April 2000 to October 2000. Mr. Kinney was Vice
President Franchise Sales for Red Robin International, Inc. in Greenwood Village, Colorado from
April 1998 to January 2000. In addition, Mr. Kinney was also a Vice President of Blockbuster
Entertainment from September 1987 to January 1992 and a Vice President of Hardee's Food
Systems, Inc. from September 1982 until January 1987 and Associate General Counsel from July
1975 until April 1982.
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Franchise Process

Franchising is simply a contract which provides an individual the right to own and operate a
business using the name and corporate umbrella of an organization.

As a Mega Media Xchange® Franchise Owner, you are in business for yourself but not by yourself.
Our Franchise Owners have access to a wealth of experience and all the resources of not only the
Franchisor but the other Franchise Owners in the Mega Media Xchange® Network.

One Call Gets You Started.
Mega Media Xchange has a
proven system of opening stores
and will guide you through every
aspect of starting your own
business. After the initial phone
call, and getting to know each
other, we'll be pleased to take
you through the process that
helps you decide whether Mega
Media Xchange is the right
choice for you. This process
takes time and work on both our
parts, and is intended to help us
both decide if we are a good
match.

Completing the Application -

If you are interested in learning more about our franchise after our initial discussion, we request that
you complete an Application. It is designed to help you focus on what you really want out of a
franchise business and what business model might be right for you, plus providing us with the usual
background information about you and your family, including a simple financial review. The
Application is available online at www.megamediaxchange.com/site_files/Questionnaire.pdf and is
included in the Background Materials that are available to you through the mail upon request.

A to Z Call — If after you have reviewed the materials and are ready for more information, we will
arrange a convenient time for a call during which we will answer your questions and give you a lot of
additional background information about us, our franchise and how we do business. At this point,
you should be getting a good feeling for our business and are ready to dig further into the
opportunity it represents for you.

UFOC - If you wish to continue, we will send you the Uniform Franchise Offering Circular, which
describes in detail our responsibilities as the Franchisor and yours as a Mega Media Xchange
Franchisee and set up a time to review it with you.

Due Diligence - If after that call you are ready to learn what it is like being one of our franchisees,
we ask that you contact a number of our current Franchisees to discuss their experiences as part of

the system and to learn more about the day-to-day life of a small business owner. At the same time,
we will schedule a call to discuss what you have learned, answer any additional questions that you
have developed, and set a date for completing your investigation of our franchise.

Discovery Day - If you like what you hear from our franchisees, you should have enough
information to make a decision. But, before you make that decision, we invite you to Wisconsin to
visit our corporate store, and spend some time talking shop and seeing how the business actually
operates, plus getting to know one another a little better. Like so many other franchisors, we call this
visit Discovery Day.

During your visit, the following areas are covered:
* Company History, Culture and Vision

« Franchisee Training and Education

« Site Selection and Lease Negotiation

* Mega Media Xchange  Technology

« Store Space Planning and Design

» Support Services Provided

» Construction and Coordination

» Store Tour

The exchange of information is very important to gain mutual confidence, but it's only part of the
purpose of the visit. Another important aspect of Mega Media Xchange’'s  Discovery Day meeting
is to ensure that we have an opportunity to get to know each other, set reasonable expectations and
develop a foundation for our relationship to move forward.

Completing the Paper Work - If after you complete Discovery Day you decide that you want to join
us as a franchisee, we are required by law to go through a closing process that involves providing
you with another copy of the UFOC and all of the documents that you will be required to sign to
purchase the franchise. You are encouraged to take both the UFOC and the documents to your
financial and legal advisors for review although you are not required to do so. As a part of the
closing of this sale, you are required to acknowledge a number of details about our Sales Process
that you have just completed and to sign a receipt acknowledging your receipt of all of the
documents. We cannot complete the Sales Process until we have both of those items completed
and returned to us.

Territory Assignment - Congratulations! If you have completed the paperwork and paid your
required fees you are now a Mega Media Xchange  Franchisee. The franchise agreement itself
will provide you with a protected territory on which we will agree during our review of your market
and the site that you select for your Mega Media Xchange  Store.

Financing - We will be available to answer any questions that you may have on how to acquire any
needed financial assistance.

Site Selection - We will assist you, on location, in selecting the appropriate site for your store. We
will also assist you in the process of reaching an agreement on the lease with your landlord.
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Training - You will spend up to three weeks at Corporate Store learning from our experts on how to
operate a successful store.

Store Opening - A Technical Advisor will spend one to two weeks at your location assisting in the
set up. Then a Store Opening Coordinator will spend several days assisting during the opening days
of operation.

This entire process usually takes 5-9 months from that first phone call until you open your doors for
business.

Before making your decision, you must seek independent legal and financial advice on all aspects of
the business. During this exploratory phase, we will also seek information about your capabilities
and aspirations, so that we are confident you have the qualities we are seeking in a Mega Media
Xchange Franchise Owner.

Initial Investment

Mega Media Xchange ® provides guidance specific to the investment needed to open and operate
a store. Our UFOC (Uniform Franchise Offering Circular) provides a complete breakdown of
investment estimates for everything needed to begin your business. While figures will vary market to
market, the following categories breakdown as:

Franchise Fee* $30,000

Initial Software Fee $5,000

Lease, utilities and Security Deposits $8,000 to $12,000
Leasehold Improvements $20,000 to $25,000
Signage $8,000 to $12,000
Furniture and Fixtures $55,000 to $60,000
Equipment $35,000 to $45,000
Office Equipment and Supplies $500 to $700
Initial Inventory $80,000 to $100,000
Business License and Permits $1,000 to $1,200
Insurance $2,000 to $3,000
Professional Fees $1,200 to $1,400
Travel and Living Expenses during Training $2,000 to $3,000
Grand Opening Advertising $0 to $5,000
Additional Funds -Working Capital** $40,000 to $60,000
Total $287,700 to $363,300

* Franchise Fee - Mega Media Xchanges's franchise fee is the most inclusive and competitive in the industry.
The franchise fee includes site selection services, layout and design, training and grand opening support, and use
of Mega Media Xchange's proprietary marks*

** Additional Funds - These funds are not paid to Mega Media Xchange. New franchisees will need to have a
minimum amount of capital available to support the start-up phase of the business. Consult Mega Media Xchange's
UFOC (Item 7) or ask our representatives for more information.

If you have any questions about the application or any other aspects of Royalty Information
becoming a Mega Media Xchange® Franchise Owner, please contact Doug - Avroyalty of 4.5% of gross sales, paid weekly, on in-store sales as well as Online sales.
Kinney in our Franchise Sales Department at (910) 603-1160. . A System Fund of up to 1% of gross sales, currently .05% paid weekly. System Fund is a

system wide contribution supporting marketing and marketing materials and brand name
recognition including our web site.

A Technology Fee of .05% of gross sales, paid weekly. Technology Fee is a system wide
contribution supporting Research and Development of upgrades to the various proprietary
software programs we have developed and system wide central data updates.
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