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Special Risks to Consider About This Franchise 
  
Certain states require that the following risk(s) be highlighted:  
  

1. Out-of-State Dispute Resolution. The franchise agreement requires you to resolve disputes 
with the franchisor by mediation, arbitration and/or litigation only in Anchorage, Alaska. Out-
of-state mediation, arbitration, or litigation may force you to accept a less favorable 
settlement for disputes. It may also cost more to mediate, arbitrate, or litigate with the 
franchisor in Anchorage, Alaska than in your own state.  
 

2. Short Operating History. The franchisor is at an early stage of development and has a 
limited operating history. This franchise is likely to be a riskier investment than a franchise 
in a system with a longer operating history. 
 

3. Financial Condition. The franchisor’s financial condition, as reflected in its financial 
statements (see Item 21), calls into question the franchisor’s financial ability to provide 
services and support to you.  
 

4. Supplier Control. You must purchase all or nearly all of the inventory or supplies that are 
necessary to operate your business from the franchisor, its affiliates, or suppliers that the 
franchisor designates, at prices the franchisor or they set. These prices may be higher than 
prices you could obtain elsewhere for the same or similar goods. This may reduce the 
anticipated profit of your franchise business.  
 

5. Unregistered Trademark. The primary trademark logo that you will use in your business is 
not federally registered. If the franchisor’s right to use this trademark in your area is 
challenged, you may have to identify your business and its products or services with a logo 
that differs from that used by other franchisees or the franchisor. This change can be 
expensive and may reduce brand recognition of the products or services you offer.  
 

6. Mandatory Minimum Payments. You must make minimum royalty or advertising fund 
payments, regardless of your sales levels. Your inability to make the payments may result in 
termination of your franchise and loss of your investment.  
 

6.7. Going Concern. The auditor’s report on the franchisor’s financial statements 
expresses substantial doubt about the franchisor’s ability to remain in business. This means 
that the franchisor may not have the financial resources to provide services or support to you. 

  
Certain states may require other risks to be highlighted. Check the “State Specific Addenda” (if 

any) to see whether your state requires other risks to be highlighted.  
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laws of Minnesota, or consenting to liquidated damages, termination penalties or judgment 
notes.  
 

5. The disclosure document and franchise agreements are hereby amended to exclude from any 
release requirements the release of claims under Minnesota Franchise Law. 
 

6. Any limitation of claims must comply with Minn. Stat. ' 80C.17, subdivision 5. 

 
7. Any fee regarding insufficient funds for a dishonored check must comply with Minn. Stat. § 

604.113, subdiv. 2(a), which puts a cap of $30 on service charges. 
 

8. No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in 
connection with the commencement of the franchise relationship shall have the effect of (i) 
waiving any claims under any applicable state franchise law, including, fraud in the 
inducement, or (ii) disclaiming reliance on any statement made by any franchisor, franchise 
seller, or other person acting on behalf of the franchisor. This provision supersedes any other 
term of any document executed with the franchise. 
 

9. Items 5 and 7 of the Disclosure Document is amended to add the following: “Payment of all 
initial franchise fees owed to the franchisor, or its affiliate, by the franchisee shall be deferred 
until after all initial obligations owed to the franchisee under the Franchise Agreement or 
other agreements have been fulfilled by the franchisor and the franchisee has commenced 
doing business.” 
8.  
 

 
__________________________________ 
Franchisee (Signature) 
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9. Payment of all initial franchise fees owed to the franchisor, or its affiliate, by the franchisee 

shall be deferred until after all initial obligations owed to the franchisee under the Franchise 

Agreement or other agreements have been fulfilled by the franchisor and the franchisee has 

commenced doing business. 

 

 

 
 

__________________________________ 

Franchisee (Signature) 

  


