
 

ADDENDUM TO THE KAHALA FRANCHISING, L.L.C. 
DISCLOSURE DOCUMENT REQUIRED BY THE STATE OF MINNESOTA 

 
1. The following Special Risk Factor is added to the Cover Page: 
 

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. 
 

2. The following Special Risk Factor is added to the Cover Page: 
 
Turnover Rate: During the last 3 years, a large number of franchised outlets (40), which 
is a high percentage of franchised outlets (more than 29.19%) were [not renewed, re-
acquired, or ceased operations for other reasons.] This franchise could be a higher risk 
investment than a franchise in a system with a lower turnover rate. 
 

1.3. The following legends are added to the Risk Factors on the Cover Page: 
 
THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE MINNESOTA FRANCHISE 
ACT.  REGISTRATION DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR 
ENDORSEMENT BY THE COMMISSIONER OF SECURITIES OF MINNESOTA OR A FINDING 
BY THE COMMISSIONER THAT THE INFORMATION PROVIDED HEREIN IS TRUE, 
COMPLETE, AND 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 
PAYMENT OF ANY CONSIDERATION, BY THE FRANCHISEE, WHICHEVER OCCURS 
FIRST, A COPY OF THIS PUBLIC OFFERING STATEMENT, 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. 

IF THIS DISCLOSURE DOCUMENT IS NOT DELIVERED ON TIME, OR IF IT CONTAINS A 
FALSE, INCOMPLETE, INACCURATE OR MISLEADING STATEMENT, A VIOLATION OF 
FEDERAL AND STATE LAW MAY HAVE OCCURRED AND SHOULD BE REPORTED TO THE 
FEDERAL TRADE COMMISSION, WASHINGTON, D.C. 20580 AND TO THE COMMISSIONER 
OF SECURITIES, DEPARTMENT OF COMMERCE, SECURITIES DIVISION, 85 7TH PLACE 
EAST, SUITE 500, ST. PAUL, MINNESOTA 55101, WHICH ADMINISTERS AND ENFORCES 
THE MINNESOTA FRANCHISE ACT. 

42. Pursuant to Minnesota Rules 604.113, in Item 6, the table entry in the second column 
pertaining to “Amount” for “Non-Sufficient Funds Fee” is hereby deleted and replaced with the 
following: 

$30 for each electronic funds transfer returned for non-sufficient funds; $25 for each check 
or draft returned for non-sufficient funds 
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ADDENDUM TO FRANCHISE DOCUMENTS 

(FOR THE STATE OF MARYLAND) 

This ADDENDUM TO FRANCHISE DOCUMENTS (FOR THE STATE OF MARYLAND) 
(“Addendum”) dated ___________________________ (“Addendum Effective Date”) to the [New, 
Renewal or Transfer Franchise Agreement[, as amended], [Consent to Transfer and Release 
Agreement,] [General Release,] [Promissory Note and Security Agreement] [Sublease] [each] 
dated ___________________________, and including any and all exhibits attached thereto 
(individually and collectively, “Franchise Documents”) between 
_____________________________ (“Franchisee”) and KAHALA FRANCHISING, L.L.C., an 
Arizona limited liability company (“Franchisor”) [and LEASING ENTITY, a[n] __________ 
“Sublessor”] hereby amends the Franchise Documents by the addition of the following language, 
which shall be considered an integral part of the Agreement.  To the extent this Addendum 
contains terms and conditions that differ from those contained in the Franchise Documents, this 
Addendum shall control.  The parties agree that a concept or principle covered in this Addendum 
shall apply and be incorporated into all other provisions of the Franchise Documents in which the 
concept or principle is also applicable, notwithstanding the absence of any specific 
cross-reference thereto.  All capitalized terms not otherwise defined in this Addendum will have 
the same meanings ascribed to such terms in the Franchise Documents. 

MARYLAND LAW MODIFICATIONS 

1. Article 17 of the Franchise Agreement has been deleted in its entirety and replaced 
with: “Reserved.”

2. The Maryland Securities Division requires that certain provisions contained in franchise 
documents be amended to be consistent with Maryland law, including the Maryland 
Franchise Registration and Disclosure Law.  To the extent that the Agreement contains 
provisions that are inconsistent with the following, such provisions are hereby 
amended:

a. The general release required as a condition of assignment/transfer shall 
not apply to any liability under the Maryland Franchise Registration and 
Disclosure Law.

b. The general release required as a condition of renewal shall not apply to 
any liability under the Maryland Franchise Registration and Disclosure 
Law.

c. The Franchise Documents are amended to state that the requirement for 
litigation to be conducted in a forum other than the State of Maryland shall 
not be interpreted to limit any rights Franchisee may have to bring suit in 
the state of Maryland.  A Franchisee may file a civil lawsuit in Maryland 
for claims arising under the Maryland Franchise Registration and 
Disclosure Law.  Any claims arising under the Maryland Franchise 
Registration and Disclosure Law must be brought within three years after 
the grant of the franchise.

d. The Franchise Documents provide that certain disputes are resolved 
through arbitration. A Maryland franchise regulation states that it is an 
unfair or deceptive practice to require a franchisee to waive its right to file 
a lawsuit in Maryland claiming a violation of the Maryland Franchise Law. 
In light of the Federal Arbitration Act, there is some dispute as to whether 
this forum selection requirement is legally enforceable.
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