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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 and multi-unit 
operator addendum require you to resolve disputes with the franchisor by 
arbitration and/or litigation only in Connecticut. Out-of-state 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 
Connecticut  than in your own state. 
 
2. Spouse Liability. Your spouse must sign a document that makes your 
spouse liable for your financial obligations under the franchise agreement, even 
though your spouse has no ownership interest in the business.  This guarantee 
will place both your and your spouse’s personal and marital assets, perhaps 
including your house, at risk if your franchise fails. 
 
3.  Financial Conditions.  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.  Inventory Control.  You must maintain inventory of at least $4,500 at all 
times, even if you do not need that much.  Your inability to make these 
purchases or to maintain inventory levels at all times may result in termination 
of your franchise and loss of your investment.   
 
5.  Minimum Mandatory 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.  Unopened Franchises.  The franchisor has signed a significant number of 
franchise agreements with franchisees who have not yet opened their outlets.  
If other franchisees are experiencing delays in opening their outlets, you may 
also experience delays in opening your outlet. 
 
7.  Turnover Rate. During the last 3 years, a large number of franchised outlets 
(37) were transferred to new ownership, terminated, reacquired by the 
franchisor 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. 

 
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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ADDENDUM TO DISCLOSURE DOCUMENT, AND FRANCHISE AGREEMENT  

FOR THE STATE OF MINNESOTA 

 

 This addendum to the Disclosure Document is agreed to this  day of __________, 20__, and 

effectively amends and revises said Disclosure Document and Franchise Agreement as follows: 

 

 1. Item 13 of the Disclosure Document and Section 14 of the Franchise Agreement are 

amended by the addition of the following language to the original language that appears therein: 

 

“In accordance with applicable requirements of Minnesota law, Franchisor shall protect 

Franchisee’s right to use the trademarks, service marks, trade names, logotypes or other 

commercial symbols and/or shall indemnify Franchise from any loss, costs or expenses 

arising out of any claim, suit or demand regarding such use.” 

 

 2. Item 17 of the Disclosure Document and Section 15 of the Franchise Agreement are 

amended by the addition of the following language to the original language that appears therein: 

 

“Minnesota law provides franchisees with certain termination and non-renewal rights.  

Minnesota Stat. Sec. 80c.14, Subd.3, 4 and 5 require, except in certain specified cases, that 

a franchisee be given 90 days’ notice of termination (with 60 days to cure) and 180 days’ 

notice for non-renewal of the Disclosure Document.” 

 

 3. Item 17 of the Disclosure Document and Section 14 of the Franchise Agreement and are 

amended by the addition of the following language to the original language that appears therein: 

 

“Minn. Stat. Sec. 80C.21 and Rule 2860.4400J 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 agreements can abrogate or 

reduce any of the franchisee’s rights as provided for in Minnesota Statutes, Chapter 80C, 

or franchisee’s rights to any procedure, forum, or remedies provided for by the laws of 

jurisdiction.” 

 

 4. Item 17 of the Disclosure Document and Sections 3, 13.4, and 13.7 of the Franchise 

Agreement are amended by the addition of the following language to the original language that appears 

therein: 

 

“Minn. Rule 2860.4400D prohibits us from requiring you to assent to a general release.” 

 

 5. Any reference to liquidated damages in the Franchise Agreement is hereby deleted in 

accordance with Minn. Rule 2860.4400J which prohibits requiring you to consent to liquidated damages. 

 

 6.  Any limitations of claims must comply with Minnesota Statutes, Section 80C.17, Subd.5 

 

 7.  Item 5 and Item 7 of the Disclosure Document are amened to state: “Payment of Initial 

Franchise Fees will be deferred until Franchisor has met its initial obligations to franchisee, and franchisee 

has commenced doing business.” 
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STATE EFFECTIVE DATES 
 

 The following states have franchise laws that require that the Franchise Disclosure Document be 

registered or filed with the states, or be exempt from registration: California, Hawaii, Illinois, Indiana, 

Maryland, Michigan, Minnesota, New York, North Dakota, Rhode Island, South Dakota, Virginia, 

Washington, and Wisconsin.  

 

 This document is effective and may be used in the following states, where the document is filed, 

registered, or exempt from registration, as of the Effective Date states below: 

 

State Effective Date 

California Pending 

Hawaii PendingNot Registered 

Illinois PendingMay 30, 2025 

Indiana Pending 

Maryland Pending 

Michigan PendingJanuary 22, 2025 

Minnesota Pending 

New York Pending 

North Dakota Pending 

Rhode Island Pending 

South Dakota Pending 

Virginia May 2829, 2025 

Washington Pending 

Wisconsin PendingApril 24, 2025 

 

 

Other states may require registration, filing, or exemption of a franchise under other laws, such as 

those that regulate the offer and sale of business opportunities or seller-assisted marketing plans. 

   
 

   


