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CASTUS LOW CARB SUPERSTORES

Castus Low Carb Superstores
9110 B Alcosta Blvd. Suite #205
San Ramon, California 94583

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY FEDERAL TRADE COMMISSION
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To protect you, we have required your Franchisor to give you this information. Wé have not checked it and DO
NOT know if it is comect. IT SHOULD HELP YOU MAKE UP YOUR MIND. ‘STUDY IT CAREFUI Y., DO
NOT RELY UPON IT ALONE TO UNDERSTAND YOUR CONTRACT. READ YOUR ENTIRE 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 HAS BEEN LEFT OUT, YOU SHOULD LET US KNOW ABOUT IT. IT
MAY BE AGAINST THE LAW.

THERE MAY ALSQO BE FRANCHISING LAWS IN YOUR STATE. ASK YOUR STATE AGENCIES ABOUT
THEM. ‘

FEDERAL TRADE COMMISSION

WASHINGTON, D.C. 20580

EFFECTIVE DATE: January 17, 2003
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CASTUS LOW CARB SUPERSTORES

FRANCHISE OFFERING CIRCULAR
INFORMATION FOR PROSPECTIVE FRANCHISEES
AS REQUIRED BY THE FEDERAL TRADE COMMISSION AND
THE STATE OF CALIFORNIA

CASTUS LOW CARB SUPERSTORES
(A CALIFORNIA CORPORATION)
9110 B ALCOSTA BLVD. SUITE 2058

SAN RAMON, CA 94583
(925) 560-9675

The franchisee will operate a retail store that offers low and/or controlled carbohydrate foods and supplements for
the weight and health conscious, diabetics and hypoglycemics and also offer services such as workshops and
consulting related to the use of such low and/or controlled carbohydrate foods and supplements.

The initial franchise fee for any Castus Low Carb Superstore location is $25,000. If you are an existing Castus Low
Carb Superstore franchisee who has operated a retail store under a Castus Low Carb Superstore unit franchise
agreement {“Franchise Agreement”) for which the initial term has expired, you may elect to renew your franchise
apreement as described in Item 17, and you must reimburse Castus Low Carb Superstores for its costs of renewal of
up to $5,000. Items 5 and 7 of this Offering Circular should be consulted for further information concerning the total
investment required in order to open and operate a Castus Low Carb Superstore. You may develop multiple retail
stores pursuant to the terms of the Area Development Agreement (See Item 12 and Exhibit “C”). Under an Area
Development Agreement, a franchisee will normally be required to pay a fee, typically $25,000 per retail store to be
developed and opened during the term of the Area Development Agreement.

The estimated initial investment required to begin operations of a Castus Low Carb Superstore retail store will vary
depending upon whether the store property is purchased or leased and whether the franchised retail store is a
freestanding building or is in another location such as a mall, shopping center or central business district
development, as well as other factors, but the estimated initial investment ranges from approximately $141,000 to
$235,000 (See Item 7 for more detail}.

Risk Factors:

"THE FRANCHISE AGREEMENT PERMITS THE FRANCHISEE TO SUE ONLY IN CALIFORNIA. QUT-OF-
STATE LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR
DISPUTES. IT MAY ALSO COST MORE TQ SUE IN CALIFORNIA THAN IN YOUR HOME STATE.

THE FRANCHISE AGREEMENT STATES THAT CALIFORNIA LAW GOVERNS THE AGREEMENT AND
THIS LAW MAY NOT PROVIDE THE SAME PROTECTION AND BENEFITS AS LOCAL LAW. YOU MAY
WANT TO COMPARE THESE LAWS. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

NOTE: THE FRANCHISE AGREEMENT PROVISIONS REFERRED TO ABOVE MAY BE VOID UNDER
SOME STATE LAWS,

THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.
Information about comparisons of franchisors is available. Call the state administrator listed in Exhibit “A” of this

Offering Circular (such states may require registration or filing of this Offering Circular) or your public library for
sources of information.
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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 APPLICABLE STATE ADMINISTRATORS LISTED IN EXHIBIT A.

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL PROPOSED
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE DELIVERED TOGETHER WITH THE
OFFERING CIRCULAR. '

The effective date of this Offering Circular is January 17, 2003.
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ITEM 1. THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

THE FRANCHISOR

The Franchisor is CASTUS LOW CARB SUPERSTORES, a California corporation. In this offering the
Franchisor will be referred to as “Castus,” “we” or “us.” “Castus” “we” or “us” does not mean any of the directors,
officers, or shareholders of CASTUS LOW CARB SUPERSTORES. “You” means the person or persons who buys
a franchise, in other words, the franchisee. If the franchise will operate through a corporation or limited liability
company, “you” also includes the franchisee’s owners.

We do business under the name “CASTUS LOW CARB SUPERSTORES” and we were incorporated on
April 29, 2002 in the State of California. The principal place of business of CASTUS LOW CARB
SUPERSTORES is located at 9110 B Alcosta Blvd., Suite 205, San Ramon, California, 94583 and its agent for
service of process is Paul Chalupsky.

CASTUS LOW CARB SUPERSTORES has filed one (1) trademark and (2) service mark “intent to use”
registration applications (the “Marks™) with the United States Patent and Trademark Office (“USPTQO”) on August
20, 2002 and August 22, 2002, respectively, for the following “Castus” and “Castus Low Carb Superstores.” As of
the date of this offering circular, the USPTO had not issued a federal registration for the Marks. None of the
trademarks or service marks have been registered with any other states. See Item 13, below, regarding the
consequences of the pending registrations.

CASTUS LOW CARB SUPERSTORES is owned in equal shares by Shelly Berg, Paul Chalupsky and
HNC (as described below). Predecessors and affiliates to the business that we conduct are:

Health & Nutrition Centers, Inc., a California corporation (“HNC”) doing business as Greenbeanz, owns the
domain name www.castuslowearb.com and others from which customers may purchase Castus products directly.
HNC, d/b/a Greenbeanz, is the predecessor to and the model for Castus Low Carb Superstores. HNC was formed
and its two store locations were opened to assist consumers in finding low carbohydrate products and services in one
location. Both stores stock a full selection of low carbohydrate products for sale and offer counseling and seminar
workshops and classes to their customers to explain the low carbohydrate products and how to use and integrate such
products into the customer’s daily diet and lifestyle in order to more effectively control their weight and stabilize
their blood sugar levels. HNC is owned solely by Paul Chalupsky. HNC currently owns and operates two existing
low carb stores and may enter into licensing agreements in the future to use the name Castus Low Carb Superstores.
HNC is a shareholder of Castus.

The Federal Food, Drug and Cosmetics Act, 21 US.C, Section 301, et seq., and the Federal Trade
Commission Act, 15 U.8.C. Section 41, gt seq. apply to the industry and affect the products that you offer for sale,
the claims you can make, and the information that you provide about those products to your custorners and
CONSUINETs.

THE FRANCHISOR’S BUSINESS

Castus sells or grants franchises to qualified persons to operate retail stores that offer low and/or controlled
carbohydrate foods and supplements for the weight and health conscious, diabetics and hypoglycemics, as well as
anyone suffering from any disease or condition with unstable blood sugars as its cause (each, a “Castus Store™).
Castus, through its affiliates, also offers services such as workshops and consulting related to the use of such low
and/or controlled carbohydrate foods and supplements.

The market for products sold in a Castus Store is comprised of people of all ages who are interested in
weight control and health and each Castus Store intends to offer a full line of high quality low carbohydrate foods
and supplements at competitive prices and with an emphasis on customer service. Your competitors include other
nutritional stores, health food stores, gyms and health clubs that sell such nutritional foods and supplements, and
other retailers of nutritional foods and supplements (via both retail outlets and via internet sales), and more
specifically, outlets that market and sell low carb products and services.
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Our affiliates have owned and operated retail stores since 1999. Prior to the date of this offering, neither we
nor our predecessors or affiliates have offered franchises to operate such retail stores to any other parties. We have
not offered franchises nor do we presently plan to grant franchises for or in any other line of business. Castus does
not currently independently own or operate any Castus Stores.

Pursuant to the terms of a contract with us, Castus Low Carb Superstores will provide training services (as
further described in this Offering Circular) to franchisees that have executed Franchise Agreements with us.

THE FRANCHISED BUSINESS

In order to conduct the operation of a Castus Store as a Castus Low Carb Superstores franchisee, you will
sign a franchise agreement (“Franchise Agreement”} with Castus. The Franchise Agreement is attached to this
Offering Circular as Exhibit “B.” Certain provisions of the Franchise Agreement will also apply to your partners (if
you are a partnership), to your shareholders (if you are a corporation) and to certain other parties involved in your
business, such as guarantors and managers. You will be required to operate the Castus Store in accordance with the
Franchise Agreement and our standards and specifications (the “Operating System™),

Your Castus Store must be built to our specifications as to interior and exterior design. Some Castus Stores
are anticipated to be conversions of properties from other uses but will also be required to be consistent in
appearance in regard to interior and exterior appearance.

We will provide our franchisees with an opportunity to develop multiple retail stores under the terms of our
Area Development Agreement {See Item 5 and Exhibit “C”). Under an Arca Development Agreement, a franchisee
is obligated to begin construction of and open an agreed number of retail stores on or before predetermined dates in
order to maintain exclusive development rights within a specified geographic area (as defined in the Area
Development Agreement).

The target market for the goods and services sold through a Castus franchises is comprised of people of all
ages, occupations, and ethnic groups. In addition, your sales are not seasonal. By operating a Castus Store, you will
be competing with other local, regional and national retail stores offering similar nutritional foods and supplements.
You may also have to compete with other franchised or company-owned Castus Stores, including operations in non-
traditional locations. The market for our products is well developed in some areas, but in other areas may be
underdeveloped or not developed at ali.

In addition to the Federal Food, Drug and Cosmetics Act and the Federal Trade Commission Act, as noted
above, you must also comply with all local, state and federal laws that apply to your retail store operations. Those
laws include health, sanitation, no smoking, Equal Employment Opportunity Commission ("EEOC”), Occupational
Safety and Health Administration (“OSHA”), Food and Drug Administration (“FDA”), employment and sexual
harassment laws. The Americans with Disabilities Act of 1990 requires readily accessible accommodations for
disabled people and therefore may affect your building construction, site elements, entrance ramps, doors, bathrooms
(if applicable), parking, drinking facilities, etc. You must also obtain real estate permits and licenses and operational
licenses. In addition, you must complete any training required to open and operate your store, as required by any and
all local, state, and/or federal agencies. You should consult with your attorney concerning thesc and other local laws
and ordinances that may affect your retail store operations.

ITEM 2. BUSINESS EXPERIENCE
Paul Chalupsky. Founder, President and Chief Financial Officer, Director and a major shareholder of Castus.

Mr. Chalupsky has been the President, Chief Financial Officer and Director of Castus since its inception
(April 29, 2002) and is responsible for the day-to-day operations of Castus. He has been responsible in
implementing a fully integrated point of sale system (“POS”) and the creation and development of the Castus
policies and procedures and the Confidential Operations Manuals. Paul will be primarily involved with the
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operations and sales training of Castus franchisees prior to store opening, and will be in charge of working with the
franchisees once their Castus Store lease is signed and the retail store build-out is complete.

In 1998, prior to Mr. Chalupsky’s involvement with Castus, Paul, together with Rick Schott, became one of
the founders of the original Greenbeanz concept which focuses on providing the highest level of customer service by:
(a) providing hours of operation at its stores seven days a week, (b} training each employee through on-going staff
training seminars in the policies and procedures of both the store operations and customer education of using and
integrating low carbohydrate products into an individual’s daily diet in order to control their weight and stabilize
their blood sugar levels; (c) providing customers with on-going discounts and rebates on purchases by offering
customers the opportunity to purchase a Greenbeanz Preferred Customer Card; (d) informing customers of new low
carbohydrate products available in the stores and any in-store specials via weekly e-mails; and (e} conducting weekly
workshops at convenient times in the evenings and on weekends for customers on integrating low carbohydrate
products into the customer’s daily diet and lifestyle. In 1999, Paul and Rick opened the first “low carb” store in San
Ramon, California. Today, Paul continues his responsibilities for the day-to-day operations of Greenbeanz.

Prior to his work with Greenbeanz and Castus, Paul worked with Business Tel as a Vice President of
Marketing from 1998 through 1999 and prior to that, from 1985 to 1998, Paul was the Chief Financial Officer for the
Church of Scientology, a major non-profit organization.

Shelly Berg, Secretary, Director and shareholder of Castus.

From 1989 through 1997, Ms. Berg worked with Rickett & Colman as a Key Account Manager and was
responsible for sales of household cleaning products (including, Lysol, Woolite and Wizard) to major non-food
retailers (including, Longs Drugs, Thrifty, Rite-Aid, and Home Depot). Since 1998 to the present, Ms. Berg has
been employed by ACNielson, in market research, as the Director of Consumer Insights. Ms. Berg works  with
retailers and helps them utilize panel data to understand consumer purchase dynamics and shopping behavior.
Because of her extensive experience and expertise with interpreting consumer insights, Shelly will be involved in the
marketing side of the Castus business, and primarily focus on market research and consumer behavior.

Rick Schott, Chief Executive Officer and Director of Castus.

Rick is the founder of Greenbeanz Low Carb Superstores, and has worked for the company since it's
inception and has opened two locations in California, one in San Ramon and one in Fremont, California. Since
1998, Rick has conducted nutritional training and consulting. Rick is the Chief Executive Officer of Castus and has
been working on and developing the Castus franchise concept since 2001. Rick will be responsible for the
developing the nutritional and workshop training for Castus franchisees and will also be the primary contact for the
franchisees until their retail store lease is signed and the tenant improvements at each location are completed.

ITEM 3. LITIGATION

No litigation is required to be disclosed in this offering circular.
Neither Castus nor any person identified in Item 2, above, is subject to any currently effective order of any national

securities association or national securities exchange, as defined in the Securities Act of 1934, 15 U.5.C.A. 78a et
seq., suspending or expelling such persons from membership in such association or exchange.

ITEM 4. BANKRUPTCIES

Castus’ Chief Operating Officer, Rick Schott, was the President and sole shareholder of Briejess Cellular,
Inc., a California corporation, doing business as “Parrot Cellular.” Parrot Cellular provided wireless communication
services to consumers. On September 16, 1996, Briejess Cellular, Inc. filed a bankruptcy petition under Chapter 7 of
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the U.S. Bankruptcy Code. On March 22, 2001, the court issued a final decree in this matter. (US Bankruptcy Court
for the Northern District of California; Case #96-47800.)

On November 4, 1997, Castus’ Chief Operating Officer, Rick Schott, as President, sole shareholder and
personal guarantor of the Parrot Cellular store leases, also filed a personal petition under Chapter 7 of the U.S.
Bankruptcy Code. (U.S. Bankruptcy Court for the District of Northern California; Case #97-70840). On February 9,
1998, Mr. Schott received a discharge in bankruptcy and this case was closed on May 24, 1999,

Other than these two (2) actions noted above, 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 5. INITIAL FRANCHISE FEE

The initial franchise fee for any Castus Store is $25,000. The initial franchise fee is fully earned by us upon
signing of the Franchise Agreement and is non-refundable, other than as described below for retail stores opened
under an “Area Development Agreement,” a copy of which is attached as Exhibit “C” to this Offering Circular.

In addition to the initial franchise fee, you will also be required to pay for any training materials and
supplies provided by us and you will be required to reimburse us for our actual costs incurred in providing you with
any additional pre-opening training. These costs may vary by circumstance (See Item 6 and Item 7).

Existing Castus franchisees who has operated a retail store under a Castus franchise agreement for which
the initial term has expired, may elect to renew their franchise agreement as described in Item 17, below. However,
renewing franchisees must reimburse us for our costs of renewal of up to $5,000.

Area Development Agreement

We may provide certain of its franchisees with an opportunity to develop multiple retail stores under the
terms of an Area Development Agreement. The Area Development Agreement is attached as Exhibit “C,” and
additional information regarding the Area Development Agreement is contained in Item 12 of this Offering Circular.
Under a Area Development Agreement, a franchisee has the option to enter into new Castus franchise agreements in
a specified geographic area if the franchisee meets certain terms and conditions, including opening an agreed number
of retail stores on or before pre-determined dates in order to maintain exclusive development rights within a
specified geographic area. The franchisee must enter into the then-current Castus Franchise Agreement for each new
retail store established.

Under an Area Development Agreement, franchisees will normally be required to pay an initial
development fee, typically Twenty-Five Thousand Dollars ($25,000.00} per retail store to be developed and opened
during the term of the Area Development Agreement. The initial fee paid under the Area Development Agreement
varies and is determined upon a number of factors, including the number of Castus Stores to be opened under the
Area Development Apreement, whether the franchisee is in good standing under its current Franchise Agreement
with us and the development experience and historical development activity of the franchisee. However, for each
Castus Store constructed and opened in accordance with the schedule contained in the Area Development
Agreement, we will credit a portion (per retail store opened) of the initial development fee against the initial
franchise fee for each new franchise agreement entered into for each Castus Store opened under the Area
Development Agreement. Upon signature of the Area Development Agreement, you must pay Castus 100% of the
initial development fee.

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
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ITEM 6.

OTHER FEES

Name of Fee

Amonnt

5 % of Gross Sales

Dite Date

Payable monthly on the
Sth day of the next
month without invoice or
notice from us via direct
debit electronic transfer

Remarks

Gross Sales include all pretax
proceeds you receive from your
customers. Gross Sales do not
include sales or use tax. All royalty
fees are payable to us. All royalty
fees are nonrefundable.

Advertising™

4% of Gross Sales’

As incurred

You must allocate an average of 3%

of your quarterly Gross Sales’ to

advertising in your Territory and 1%

which is to be paid into an

advertising fund to be administered
by us.

Pre-opening and grand
opening advertising and
related expenses*

$2,000.00

Upon approval by us of
your site location

Paid to us for pre-opening and grand
opening advertising arranged for and
placed by us and other related
expenses.

Costs of testing products
and equipment**

Castus’ actual costs

As incurred

We may refuse to accept proposed

inventory, products or equipment if

they do not meet our standards. This

would preclude your use of such
_products or equipment. _

overdue plus 1 1/2% per
month (or maximum
amount permitted by state
law if such amount is less
than 1 1/2% per month) of
amount due if not paid

overdue

License and Permit Fees Varies On demand by licensing | You must comply with any state, city
agency or local laws or regulations requiring
licenses or permits for your business.
Additional Trainingr’* $200.00 per day, per Prior to training Training for additional staff is
person, plus your travel described in Items 7 and 11,
expenses if training is done
at our facility and $400.00
per day, plus travel and
other expenses, if training
is done at your stofre or
facility
Delinquency’* 10% of amount due if On demand if payment is | You must pay delinquency charges

on all past due royalty fees you owe
to us.

within 30 days .

Assignment or transfer'* Our expenses in connection | Prior to consummation | Payable when you sell your franchise.
with the transfer up to of the assignment or
$5,000.00 transfer

Audit™ Cost of Audit 15 days after invoice Payable only if audit shows an

understatement of Gross Sales of at

least 3% of Gross Sales.
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