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 Texas. 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 Texas 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. 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.

4.  Spousal Liability. Your spouse must sign a document that makes your
spouse liable for all financial obligations under the Franchise Agreement even
though your spouse has no ownership interest in the franchise. This guarantee will
place both your and your spouse’s marital and personal assets, perhaps including
your house, at risk if your franchise fails.

5. 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.

Certain states may require other risks to be highlighted. Check the "State Specific
Addenda" (Exhibit G) to see whether your state requires other risks to be

highlighted.
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preferred vendor programs with suppliers that are willing to supply some products or
services to some or all the Franchises in our System. If we do establish those types of
alliances or programs, we may limit the number of approved suppliers with whom you
may deal, we may designate sources that you must use for some or all products and
services, and we may refuse to approve proposals from franchisees to add new suppliers
if we believe that refusal would be in the best interests of the System or the network of
Franchisees. We may mark up or receive Allowances (rebates, credits of other forms of
income as further defined in section 5.11.2 of the Franchise Agreement) from any
providers or vendors doing business with you, us or the Brand Fund including without
limitation, equipment, supplies, advertising, and marketing vendors. If we do receive
Allowances or other payments from approved suppliers there is no restriction on our use
of this revenue.

We do not provide or withhold material benefits to you (such as renewal rights or the
right to open additional businesses) based on whether or not you purchase through the
sources we designate or approve. However, we do have suppliers with whom we have
negotiated lower pricing terms for franchisees. Furthermore, purchases of unapproved
products or from unapproved vendors in violation of the Franchise Agreement will entitle
us, among other things, to terminate your Franchise Agreement.

Revenue Based on Franchise Purchases

We and/or our affiliates will derive revenue from the required purchases and leases
by you and other franchisees. During the last fiscal year, our revenue from the required
purchases and leases by franchisee—received as rebates from vendors—was $4,551, which
is less than 0.1% of our total revenue of $1,442,051 that is reflected in our financial

statements.

tilistes-derived-revennefromrequired-purchasesinthe

Suppliers in Which an Officer Owns an Interest

None of our officers owns an interest in any supplier from which our franchisees
are required to make purchases.

ITEM 9
FRANCHISEE’S OBLIGATIONS

i i inci igati hise and

This table lists your principal obllgat10n§ un.der the franc
other agreements. It will help you find more detailed information al?out your
obligations in these agreements and in other items of the Disclosure

Document.

Agreement

a. Site Selection and Acquisition/Lease | § 5.1 e 6, S

b. Pre-Opening Purchase/Leases §§ 5.1, 5.2, 5.4, peans Z —

c. Site Development & other Pre- §8 3.8,5.5.4-5.7 11em » 7> 6,
Opening Requirements T
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Obligation Section in Franchise Disclosure item
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ITEM 11

FRANCHISOR’S ASSISTANCE ADVERTISING
COMPUTER SYSTEMS, AND TRAINING

Except as listed below, we are not required to provide you with any
assistance.

Pre-Opening Obligations

 We are required by the Franchise Agreement to provide certain assistance and
services to you.

Before you open your Franchise:

1, .er will provide initial training for up to three individuals (including your
Operat}ng Principal, Manager, and your Salesperson) at our headquarters or at a location
we designate. (Franchise Agreement, Section 3.1)

2, If you request additional assistance to facilitate the opening of the
Franchise, and we deem it necessary, feasible and appropriate, we will provide such
additional opening assistance. You must reimburse us for the expenses we incur in
providing such assistance, and we have the right to charge a service fee. (Franchise
Agreement, Section 3.2)

3. We will review your proposed site and the lease for your proposed site
(Section 3.8). Except as described above, we do not assist you in (i) locating your site and
negotiating the purchase or lease of the site, (ii) conforming the premises to local
ordinances and building codes and obtaining any required permits, or (iii) constructing,
remodeling, or decorating the premises. We will not own your site or lease your site to
you. You have the sole responsibility in tentatively selecting a site. We will review and
approve or disapprove your proposed site selection and lease agreement, if applicable,
based on an analysis of local competing facilities, demographics, visibility and
accessibility, suitability of the premises to be leased and other factors more fully described
in the Manuals.

Your site must be identified and agreed upon within 120 days after the dgte. of the
Franchise Agreement. The failure to have agreed upon a site for the Business w1th1n. that
timeframe is a default under the Franchise Agreement that would entitle us to terminate

the Franchise Agreement.

4. We will lend you, for the term of the Franchise Agreement, one copy of the
Manuals. (Franchise Agreement, Section 3.3) The Table of Contents of the Manuals as qf
the date of this Disclosure Document is attached to this Disclosure Document as Exhibit

D, and is 261 pages total.
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MINNESOTA ADDENDUM TO FRANCHISE AGREEMENT
=2 ADDENDUM 10 FRANCHISE AGREEMENT

L Deﬁr_litiops. Capitalized terms used but not defined in this Rider herein have the
meanings given in the Agreement. The “Minnesota Act” means Minnesota Statutes,
Sections 80C.01 to 80C.22.

2, Amendments. The Agreement is amended to comply with the following:

Minnesota Statutes, Section 80C.21 and Minnesota Rules 2860.4400(J) prohibit the
franchisor from requiring litigation to be conducted outside Minnesota, requiring waiver
of a jury trial, or requiring the franchisee to consent to liquidated damages, termination
penalties or judgment notes. In addition, nothing in the Franchise Disclosure Document
or agreement(s) can abrogate or reduce (1) any of the franchisee’s rights as provided for in
Minnesota Statutes, Chapter 80C or (2) franchisee’s rights to any procedure, forum, or
remedies provided for by the laws of the jurisdiction.

With respect to franchises governed by Minnesota law, the franchisor will comply with
Minnesota Statutes, Section 80C.14, Subd. 3-5, which require (except in certain specified
cases) (1) that a franchisee be given 90 days’ notice of termination (with 60 days to cure)
and 180 days’ notice for non-renewal of the franchise agreement and (2) that consent to
the transfer of the franchise will not be unreasonably withheld.

The franchisor will protect the franchisee’s rights to use the trademarks, service marks,
trade names, logotypes or other commercial symbols or indemnify the franchisee from any
loss, costs or expenses arising out of any claim, suit or demand regarding the use of the
name. Minnesota considers it unfair to not protect the franchisee’s right to use the
trademarks. Refer to Minnesota Statues, Section 80C.12, Subd. 1(g).

Minnesota Rules 2860.4400(D) prohibits a franchisor from requiring a franchisee to
assent to a general release.

The franchisee cannot consent to the franchisor obtaining injunctive relief. The franchisor
may seek injunctive relief. See Minn. Rules 2860.4400J. Also, a court will determine if a

bond is required.

The Limitations of Claims section must comply with Minnesota Statutes, Section 80(2‘.17,
Subd. 5, and therefore the applicable provision of the Agreement is amended to state “No
action may be commenced pursuant to Minnesota Statutes, Section 80C.17 more than
three years after the cause of action accrues.”

No statement, questionnaire, or acknowledgement signed or agreed to by a franch;gee in
connection with the commencement of the franchise relationshi; .shaﬂ i}ave the eﬁ'ect of
i) waiving any claims under any applicable state franchise law, includin h’gud mhg
inducement, or (ii) disclaiming reliance on any statement ‘made. by any 1:1‘2111011}5301“
franchise seller, or other person acting on behalf of the tranchl.sor. This provision
supersedes any other term of any document executed with the franchise.
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MINNESOTA ADDENDUM TO DISCLOSURE DOCUMENT

In the State of Minnesota only, this Disclosure Document is amended as follows:

Minnesota Statutes, Section 80C.21 and Minnesota Rules 2860.4400(J) prohibit
the franchisor from requiring litigation to be conducted outside Minnesota,
requiring waiver of a jury trial, or requiring the franchisee to consent to liquidated
damages, termination penalties or judgment notes. In addition, nothing in the
Franchise Disclosure Document or agreement(s) can abrogate or reduce (1) any of
the franchisee’s rights as provided for in Minnesota Statutes, Chapter 80C or (2)
franchisee’s rights to any procedure, forum, or remedies provided for by the laws of
the jurisdiction.

With respect to franchises governed by Minnesota law, the franchisor will comply
with Minnesota Statutes, Section 80C.14, Subd. 3-5, which require (except in
certain specified cases) (1) that a franchisee be given 90 days’ notice of termination
(with 60 days to cure) and 180 days’ notice for non-renewal of the franchise
agreement and (2) that consent to the transfer of the franchise will not be
unreasonably withheld.

The franchisor will protect the franchisee’s rights to use the trademarks, service
marks, trade names, logotypes or other commercial symbols or indemnify the
franchisee from any loss, costs or expenses arising out of any claim, suit or demand
regarding the use of the name.

Minnesota considers it unfair to not protect the franchisee’s right to use the
trademarks. Refer to Minnesota Statues, Section 80C.12, Subd. 1(g).

Minnesota Rules 2860.4400(D) prohibits a franchisor from requiring a franchisee
to assent to a general release.

The franchisee cannot consent to the franchisor obtaining injunctive relief. The
franchisor may seek injunctive relief. See Minn. Rules 2860.4400J. Also, a court

will determine if a bond is required.

The Limitations of Claims section must comply with Minnesota Statutes, Sectiqn
80C.17, Subd. 5, which states “No action may be commence’fi pursuant to this
Section more than three years after the cause of action accrues.

No statement, questionnaire. or acknowledgement signed or a .1'<?ed to_ b“v a
franchisee in connection with the commencement of the franchise relatzonsh‘l y shall
have the effect of (i) waiving any claims under any applicable state franchise law,
including, fraud in the inducement, or (ii) disclaimin rehange on any statement
made by anv 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.
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e Based upon our financial condition. the Minnesota Department of Commerce has a
required financial assurance. The franchisor has obtained a surety bond to satisfy
the impound condition, A copy of the surety bond is on file with the Minnesota
Department of Commerce.

NOT MISLEADING.

THE MINNESOTA FRANCHISE ACT MAKES IT UNLAWFUL TO OFFER OR
SELL ANY FRANCHISE IN THIS STATE WHICH IS SUBJECT TO
REGISTRATION WITHOUT FIRST PROVIDING TO THE PROSPECTIVE
FRANCHISEE, AT LEAST 7 DAYS PRIOR TO THE EXECUTION BY THE
PROSPECTIVE FRANCHISEE OF ANY BINDING FRANCHISE OR OTHER
AGREEMENT, OR AT LEAST 7 DAYS PRIOR TO THE PAYMENT OF ANY
CONSIDERATION, BY THE FRAN CHISEE, WHICHEVER OCCURS FIRST, A
COPY OF THIS PUBLIC OFFERING STATEMENT s TOGETHER WITH A COPY
OF ALL PROPOSED AGREEMENTS RELATING TO THE FRANCHISE. THIS
PUBLIC OFFERING STATEMENT CONTAINS A SUMMARY ONLY OF
CERTAIN MATERIAL PROVISIONS OF THE FRANCHISE AGREEMENT. THE
CONTRACT OR AGREEMENT SHOULD BE REFERRED TO FOR AN
UNDERSTANDING OF ALL RIGHTS AND OBLIGATIONS OF BOTH THE
FRANCHISOR AND THE FRANCHISEE.

Cabinet IQ FDD 2025

50



