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SPECIAL RISKS TO CONSIDER ABOUT THIS FRANCHISE 

Certain states require that the following risk(s) be highlighted: 

 
 Out-of-State Dispute Resolution.  The franchise agreement requires you 

to resolve disputes with us by mediation in Los Angeles, California and 
litigation in New York, New York. Out of state mediation and litigation may 
force you to accept a less favorable settlement for disputes. It may also cost 
more to mediate in Los Angeles and litigate in New York than in your own 
state. 

 Limited 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. 

 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. 

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

 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” (if any) to see whether your state requires other risks to be highlighted. 
 
 


