DEPARTLENT OF CORPORATIONS

N |
LMﬂHSzuos
| < NV J T

Cannon Hygiene LOS ANGE! £§ OFHcLs'J

CANNON HYGIENE FRANCHISING (USA) INC.
UNIFORM FRANCHISE OFFERING CIRCULAR

1600 Shore Road, Suite A
Naperville, lllinois 60563
(630) 753-9625

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION
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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 onitalone 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

Date Issued:

The effective dates of this Offering Circular in the States of California,
Minnesota and New York are set forth on these States’ receipts.

For Use in the States of California, Minnesota and New York
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CANNON HYGIENE FRANCHISING (USA) INC.
A Delaware Corporation

1600 Shore Road, Suite A

Naperville, lllinois 60563

Telephone number: (630) 753-9625

FRANCHISE OFFERING CIRCULAR

The franchisee’s business will install and service disposal units for the safe, hygienic and discreet
disposal of sanitary napkins, tampons, babies’ diapers and incontinence waste at customer’s locations.

The initial franchise fee is $5,000. The estimated initial investment required is from $34,140 to
$43,540 (excluding real property).

INFORMATION ABOUT COMPARISONS OF FRANCHISORS IS AVAILABLE. CALL THE STATE
ADMINISTRATORS LISTED IN EXHIBIT 3 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 THE OFFERING CIRCULAR IS UNTRUE, CONTACT THE
FEDERAL TRADE COMMISSION AND THE STATE ADMINISTRATOR LISTED ON EXHIBIT 3.

SPECIAL RISK FACTORS:

1. THE FRANCHISE AGREEMENT PERMITS THE FRANCHISEE TO SUE ONLY IN NEW
YORK, NEW YORK. OUT OF STATE LITIGATION MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST MORE TO SUE IN NEW
YORK, NEW YORK THAN IN YOUR HOME STATE. YOUR STATE LAW MAY SUPERSEDE
THIS PROVISION AND IT MAY NOT BE ENFORCEABLE IN YOUR STATE. SEE SPECIAL
STATEDISCLOSURES IN THE STATE ADDENDA TO THE FRANCHISE AGREEMENT AND
OFFERING CIRCULAR.

2. THE FRANCHISE AGREEMENT STATES THAT NEW YORK LAW GOVERNS THE
AGREEMENT. THIS LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS
AS LOCAL LAW. YOU MAY WANT TO COMPARE THESE LAWS. YOUR STATE LAW MAY
SUPERSEDE THIS PROVISION AND IT MAY NOT BE ENFORCEABLE IN YOUR STATE.
SEE SPECIAL STATE DISCLOSURES IN THE STATE ADDENDA TO THE FRANCHISE
AGREEMENT AND OFFERING CIRCULAR.

3. ALTHOUGH CANNON HYGIENE LIMITED, AN AFFILIATE OF THE FRANCHISOR, HAS
OPERATED A BUSINESS SELLING DISPOSAL SERVICES FOR SANITARY NAPKINS,
TAMPONS, BABIES' DIAPERS AND INCONTINENCE WASTE SINCE 1955 AND HAS
FRANCHISED THESE BUSINESSES SINCE 1984, AND TWO OTHER AFFILIATES,
CANNON HYGIENE, INC. AND CANNON HYGIENE/AW! OF VIRGINIA LLC, HAVE
CONDUCTED BUSINESSES OF THIS TYPE IN ILLINOIS SINCE 1996 AND IN VIRGINIA
SINCE 1997, RESPECTIVELY, CANNON HYGIENE FRANCHISING (USA) INC. —~ THE
FRANCHISOR - HAS NOT PREVIOUSLY GRANTED FRANCHISES, AND HAS NOT
OPERATED A BUSINESS OF THIS TYPE. THEREFORE, THERE iS ONLY A BRIEF




OPERATING HISTORY TO ASSIST YOU IN JUDGING WHETHER OR NOT TO MAKE THIS
INVESTMENT.

4. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

The effective date of this Offering Circular in the states of California, Minnesota and New York are set
forth on those states’ receipts.
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ITEM 1
THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

To simplify the language in this offering circular, "Cannon” means Cannon Hygiene Franchising (USA)
Inc., the franchisor. "You" means the individual, corporation or partnership who buys the franchise. If
the franchise will operate through a corporation or partnership, "you" also includes the franchisee's
owners or partners. Cannon's agent for service of process in the states whose franchise laws require
Cannon to name a state agency as agent for service is shown on Exhibit 4.

Cannon is a Delaware corporation incorporated in January, 1999, which does business under the
names “Cannon Hygiene” and “Cannon”. Cannon's principal business address is 1600 Shore Road,
Suite A, Naperville, lllinois 60563 and its telephone number is (630) 753-9625.

Cannon franchises businesses selling personal hygiene disposal services through the installation,
reinstallation and routine servicing of disposal units for the safe, hygienic and discreet disposal of
sanitary napkins, tampons, babies' diapers and incontinence waste (the "Cannon Hygiene Businesses”
or the "Businesses"). Cannon has no predecessors.

Cannon is a subsidiary of Cannon Hygiene (USA), Inc. (“*Cannon USA”"), a Delaware corporation
incorporated in March, 1993, with its principal business address at Middlegate, White Lund Estate,
Morecambe, Lancashire, LA3 3BJ, United Kingdom, telephone number 011-44-1524-60894. Cannon
USA is a holding company which does not directly engage in business activities.

Cannon is an affiliate of Cannon Hygiene International Limited (“Cannon International”), a company
incorporated in the United Kingdom in 1994, with its principal business address at Middlegate, White
Lund Estate, Morecambe, Lancashire, LA3 3BJ, United Kingdom. Cannon International is a subsidiary
of Cannon Hygiene Limited (“Cannon Limited”), a company incorporated in the United Kingdom in
1976, with its principal business address at Middlegate, White Lund Estate, Morecambe, Lancashire,
LA3 3BJ, United Kingdom. Cannon Limited is a subsidiary of O.C.S. Group Limited, a company
incorporated in the United Kingdom in 1977, with its principal business address at 79 Limpsfield Road,
Sanderstead, Surrey CR2 9LB, United Kingdom.

Cannon's affiliate Cannon Limited, which owns the Cannon System and the proprietary marks and
other intellectual property used in the Cannon Hygiene System, and Cannon Hygiene (USA),(which
has an exclusive license from Cannon Limited to use and sublicense the Cannon Hygiene proprietary
marks, other intellectual property and System in the United States), have licensed Cannon to use the
Systemn, marks and other intellectual property and to sublicense them to franchisees in a cross-license
agreement dated as of April 1, 1999. The principal address of Cannon Hygiene (USA) Inc. is
Middlegate, White Lund Estate, Morecambe, Lancashire, LA3 3BJ, United Kingdom, and its telephone
number is 011-44-1524-60894.

Cannon Limited has operated a business of this type since 1955, and has sold franchises for a
business of this type since 1984. Cannon Limited conducts more than 400,000 services monthly within
the United Kingdom at approximately 110,000 customer locations from 25 company-owned Cannon
Hygiene service centers. Cannon Limited also operates company-owned Cannon Hygiene centers in
Canada, France, Hong Kong, India, the Netherlands, Portugal, South Africa, Spain, Finland,
Switzerland and Norway, and has granted franchises for Cannon Hygiene Businesses in the following
countries at the date of this Offering Circular: Andorra, Australia, Cyprus, Denmark, El Salvador,
Guadeloupe, ltaly, Jamaica, Japan, Malta, Mauritius, Mexico, Portugal, Peru, Spain, Sweden, StLucia
and Turkey. Cannon Limited expects to grant franchises in Brazil, Isle Reunion, Mexico and Turkey
in the next year.

In addition, Cannon Hygiene, Inc., an affiliate of Cannon, has conducted a business similar to the type
being franchised in lllinois since 1996. The principal address of Cannon Hygiene, Inc. is 1600 Shore



Road, Suite A, Naperville, lllinois 60563 , and its telephone number is (630) 753-9625. Another affiliate
of Cannon, Cannon Hygiene/AW! of Virginia LLC (“Cannon Hygiene Virginia LLC"), a joint venture
company partially owned by Cannon USA, has operated a business similar to the type being franchised
in Norfolk, Virginia, since 1997. The principal business address of Cannon Hygiene Virginia LLC is
508E Indian River Road, Norfolk, Virginia 23523, and its telephone number is (757) 543-7261.

Neither Cannon, Cannon USA or Cannon's other affiliates have offered franchises for any other type
of business.

Your franchised Cannon Hygiene Business wili install and service disposal units for the safe, hygienic
and discreet disposal of sanitary napkins, tampons, babies’ diapers and incontinence waste at your
customer's locations. The disposal units used in the Cannon Hygiene System (the “Units”) are
proprietary to Cannon. You will fill and refill the Units with a proprietary fluid (the “Cannon GRASafe
Fluid™) at your center before installing and reinstalling them at customer locations. The chemical
formula of the Cannon GRASafe Fluid is proprietary to Cannon's designated manufacturer and is a
trade secret known only to the manufacturer, Cannon and its affiliates. The manufacturer imparted the
formula to Cannon and its affiliates under obligations of secrecy and confidence.

The market for your services consists of all businesses and institutions with female employees,
customers or visitors, and may also include businesses which require disposal of babies' diapers
and/or incontinence waste.

You will compete with other personal hygiene disposal service providers. In addition, at many locations
which could retain the services of a personal hygiene disposal provider, cleaners employed by the
location or a cleaning service empty untreated waste receptacles.

The U.S. Department of Labor, the Occupational Safety and Health Act (“OSHA”) and the regulations
promulgated under OSHA require your customers to make adequate provisions for the disposal of
personal hygiene waste. Cannon is unaware of any other regulations specific to the industry in which

the franchised business will operate. The laws, rules and regulations which apply to businesses in
general will affect you. Consult your lawyer about them.

ITEM 2
BUSINESS EXPERIENCE

Chairman and President: Norman Haworth

Mr. Haworth has served as Chairman of the Board of Directors and President of Cannon since its
incorporation in January, 1999. Mr. Haworth has also served as Chairman of Cannon Limited since
April, 1995 and as Managing Director of Cannon Limited since October, 1983. Mr. Haworth has served
as Chairman and Managing Director of Cannon International since its incorporation in 1994. in addition,
Mr. Haworth has served as a Director of O.C.S. Group Limited with responsibility for the Group’s
hygiene division since April, 1988. Mr. Haworth served as Sales Director of Cannon Limited between
July, 1967 and October, 1983. Mr. Haworth has been employed by Cannon Limited in various
capacities since 1964,

Vice President, Treasurer and Secretary: James |. Harber

Mr. Harber has served as Vice President, Treasurer and Secretary of Cannon since its incorporation.
Mr. Harber has also served as a Director of Cannon Limited since April, 1991 and as a Director of
Cannon International since October, 1996.



Account Manager: Steven Plevey

Mr. Plevey has served as an Account Manager of Cannon since its incorporation. Mr. Plevey has also
served as an International Accounts Manager of Cannon International since April, 1997, and has
served as a Franchise Consultant for Cannon Limited since October, 1994. Mr. Plevey has been
employed by Cannon Limited in various capacities since 1988.

Account Manager: Gavin Haworth

Mr. Haworth has served as an Account Manager of Cannon since its incorporation. Mr. Haworth has
also served as an International Accounts Manager of Cannon International since April, 1997, and has
served as a Franchise Consultant for Cannon Limited since April, 1994. Mr. Haworth has been
employed by Cannon Limited in various capacities since 1990.

Cannon uses no franchise brokers.

ITEM 3
LITIGATION

Other than the three actions described below, there is no litigation that must be disclosed in this
offering circular.

In Re Cannon Hygiene/AW| of Virginia LLC, Cannon Hyqiene, Ltd., Cannon Hygiene International and
Cannon Hygiene USA, Inc., Environmental Protection Agency, Region lll, Docket No. FIFRA 3-2000-
0002. On December 16, 1999, Cannon Limited, Cannon International, Cannon USA and Cannon
Hygiene Virginia LLC (referred together as the "Cannon affiliates” in this paragraph) executed a
Consent Agreement and Final Order in an Environmental Protection Agency ("EPA") administrative
action. The EPA alleged that the Cannon affiliates violated the Federal Insecticide, Fungicide and
Rodenticide Act ("FIFRA") by distributing and selling their HiQ product as a pesticide without registering
HiQ with the EPA and by producing HiQ at their Virginia facility without registering the facility with the
EPA. Without admitting or denying the factual allegations and conclusions of law in the Consent
Agreement and Final Order, the Cannon affiliates certified that they were in compliance with the
relevant provisions of FIFRA and the regulations promuigated under that Act (the "FIFRA regulations™)
at the time they executed the Consent Agreement and Final Order, and agreed to pay a civil penaity
of $13,750 in full satisfaction of all claims for civil penalties for alleged violations under the reievant
provisions of FIFRA and the FIFRA regulations. The Final Order became effective on December 30,
1999.

Cannon Hygiene Limited v. Caretech L.L.C., Dubai Civil Court, United Arab Emirates, Case No. 205/97,
filed March 4, 1997. Cannon Hygiene, Cannon's affiliate, brought this suit against Caretech, its Dubai
franchisee following termination of the franchise agreement for non-payment of franchise fees. Cannon
Hygiene requested that the court confirm its ownership of the Cannon units used by Caretech.
Caretech then petitioned for appeal to the Cassation Court of Dubai on the issue of the ownership of
the units. On May 24, 1998, the Cassation Court of Dubai confirmed Cannon Hygiene's ownership of
the units.

Cannon Hygiene Limited v. Masterclean CC, HB Beukes and National Hygiene. Supreme Court of
South Africa, Cape of Good Hope, Case No. 10916/914, filed September 9, 1994. Cannon Limited,
Cannon's affiliate, brought this suit against three related companies which had been its South African
franchisees following Cannon Limited’s termination of their franchises, seeking to enforce the post-
termination covenants not to compete in the franchise agreements. The court entered a judgment in
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favor of Cannon Limited on September 29, 1994. The defendants moved for leave to appeal the
judgment to the Provincial Division of the Supreme Court of South Africa, Cape of Good Hope, but the
court denied their motion on October 22, 1994. The defendants then petitioned for an appeal to the
Appellate Division of the Supreme Court of South Africa, Cape of Good Hope. Their petition to appeal
was dismissed by the Chief Justice on February 16, 1995.

ITEM 4
BANKRUPTCY

No person identified in Item 1 or 2 of this offering circular has been involved as a debtorin proceedings
under the U.S. Bankruptcy Code which must be disclosed in this ltem.

ITEM 5
INITIAL FRANCHISE FEE
All franchisees pay an Initial Franchise Fee of $5,000.

You must pay the Initial Franchise Fee in full on the date you sign the Franchise Agreement. Cannon
uses the proceeds from Initial Franchise Fees to defray a portion of its expenses in connection with
the sale and establishment of franchises, such as: (1) costs related to developing and improving
Cannon's services; (2) expenses of preparing and registering this Offering Circular; (3) legal fees; 4)
accounting fees; (5) costs of obtaining and screening franchisees; and, (6) general administrative
expenses.

Cannon will not refund any of the Initial Franchise Fee except under the following circumstances: if you
are unable to obtain all government approvals, consents and licenses you need to lawfully open and
operate the Cannon Hygiene Business by the scheduled opening date, you and Cannon each have
the right to terminate the Franchise Agreement on notice to the other. If either of you does so, Cannon
will return to you 75% of the Initial Franchise Fee and of any Unit Fees you paid Cannon (or 50% if
Cannon has furnished its Initial Training Program to you), and you must bear all costs of shipping any
Units you received from Cannon to the location within the United States Cannon designates.

Cannon will supply you with waste disposal Units for use in your Business, but Cannon will remain the
owner of the Units. Before your Business opens, you must order at least 100 Units from Cannon (you
must order the total number of Units shown on Exhibit A to your Franchise Agreement by the end of
the first year following your scheduled opening date — see Item 6). As ltem 6 describes in full, you will
pay Cannon a monthly Unit Fee. Whenever you order Units, you must pay Cannon an advance
payment equal to the Unit Fees for the Units you order for six months (the “Advance Payment”). You
must also pay Cannon all shipping charges and any customs duties from the place where the Units are
manufactured to your delivery destination. You must also purchase an opening inventory of Cannon
GRASafe Fluid from Cannon international before your Business opens (see ltem 6). The approximate
cost for the initial 100 Units and the opening inventory of Cannon GRASafe Fluid is $3,000, plus

shipping.

Cannon provides you with the first two uniforms and your first set of signs free of charge. If you wish
to purchase other uniforms and/or signs from Cannon, you may do so, or you may purchase uniforms
and signs from any supplier which Cannon approves and which meets its specifications (see ltem 8).
Cannon’s current price for uniforms is $70 per uniform, and its current price for a set of signs is $300.
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You pay Cannon no other fees or payments for services or goods before your Business opens.

ITEM 6
*
OTHER FEES
Name of fee Amount Due Date Remarks
Unit Fees Current fees: Model Aand B | Advance Payment | The applicable rate for each type of Unit will
Units — $3.00 per Unit per for the first six increase annually on April t by the percentage of
month months; then increase in the Consumer Price Index ("CPI"}
Model C Units, $3.50 per payable monthly during the preceding tweive months. You must
Unit per month on the last day of send an Advance Payment to Cannon with each
Foot pedals for Model Aand | the month order for Units. The Advance Payment is equal to
B Units — $0.57 per Unit per the Unit Fees for the requested Units for six
month. months. See Note 1.
Foot pedals for Model C
Units — $0.71 per Unit per
month.
Plus shipping charges from
U.S. location which Cannon
designates {currently
Naperville, lllinois).
Cannon GRASafe Currently $87.00 per 200 Within 30 days You must buy the Cannon GRASafe Fluid from

Fluid

sachets, plus shipping costs
from U.S. location which
Cannon designates (currently
Naperville, lllincis} and all
applicable taxes. See Note 2.

after products
clear customs at
U.S. See Note 2.

Cannon. See Note 2 and Item 8.

Uniforms
{purchase from
Cannon is optional)

Cannon’s current price: $70
per uniform.

When you order
uniforms from
Cannon.

Cannon provides you with the first two sets of
uniforms free of charge. If you wish to purchase
other uniforms from Cannon, you may do so.

Signs Cannon's current price: $300 | When you arder Cannon provides you with your first set of signs
(purchase from for a set of signs. signs from free of charge. If you wish to purchase other signs
Cannon is optional) Cannon. from Cannon, you may do 0.

Initial and Travel and transportation As incurred. No charge for Initial training for your personnel.
Subsegquent expenses only. See remarks. Your Business Manager and all Business
Training Managers appointed later must pass the Initia!

Training Program. You pay all travel and
transportation expenses, but Cannon will pay for
the meals, lodging and other living expenses of
your trainees,

On-Site Training
and Assistance

$100 per day

When Cannon
requests

You can request on-site fraining and/or assistance
at any time. Cannon is not obligated to provide
on-site training and/or assistance. You must
communicate the request to Cannon in
accordance with guidelines. For each day of
on-site training or assistance, Cannon can impose
a fee.

" Unless otherwise specified, Cannon or its affiliates impose all the fees in this table, you pay them
to Cannon or its affiliate, and Cannon (or its affiliate) does not refund them.
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