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 Delaware or the franchisor’s
principal place of business. 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 Delaware 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. Unregistered Trademark. -The primary trademark that you will use in your business is not

federally registered. If the franchisor’s ability to use this trademark in your area is challenged,
you may have to identify your business and its products/services by a different name. This
change can be expensive and may reduce brand recognition of the products and services you
offer.

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



STATE OF MINNESOTA
ADDENDUM TO FRANCHISE DISCLOSURE DOCUMENT

THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE MINNESOTA
FRANCHISE ACT. REGISTRATION DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION OR ENDORSEMENT BY THE COMMISSIONER OF COMMERCE
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
FIRSTPROVIDING 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 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.

The following is added to Item 6 non-sufficient fund fee:

Minn. Stat. Sec. 604.113 prohibits us from charging a service charge and/or non-sufficient fund fee
beyond $30 per occurrence.

Item 13 of the Franchise Disclosure Document, under the heading “Trademarks,” shall be supplemented by
the addition of the following paragraph:

The Minnesota Department of Commerce requires that a franchisor indemnify Minnesota
franchisees against liability to third parties resulting from claims by third parties that the
franchisee’s use of the franchisor’s trademark infringes upon the trademark rights of the third party.
The franchisor does not indemnify against the consequences of a franchisee’s use of a franchisor’s
trademark except in accordance with the requirements of the franchise agreement, and as the
condition to an indemnification, the franchisee must provide notice to the franchisor of any such
claim immediately and tender the defense of the claim to the franchisor. If the franchisor accepts
tender of defense, the franchisor has the right to manage the defense of the claim, including the
right to compromise, settle or otherwise resolve the claim, or to determine whether to appeal a final
determination of the claim. You must cooperate in the defense in any reasonable manner we
prescribe with any direct cost of such cooperation to be borne by us.

The following paragraphs are added to the end of Item 17 of the Franchise Disclosure Document:

With respect to franchises governed by Minnesota law, we will comply with Minn. Stat. Sec.
80C.14, Subds. 3, 4 and 5 which require, except in certain specified cases, that you be given 90



days’ notice of termination (with 60 days to cure) of the Franchise Agreement and 180 days’ notice
for non-renewal of the Franchise Agreement.

Minn. Stat. Sec. 80C.21 and Minn. Rule 2860.4400J prohibit us from requiring litigation to be
conducted outside Minnesota, requiring waiver of a jury trial, or requiring you to consent to
injunctive relief, liquidated damages, termination penalties, or judgment notes. In addition, nothing
in the Franchise Disclosure Document or Franchise Agreement can abrogate or reduce any of your
rights as provided for in Minnesota Statutes 1984, Chapter 80C, or your rights to any procedure,
forum, or remedies provided for by the laws of the jurisdiction.

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 80C.17, Subd. 5.

Minnesota Rule 2860.4400(K) prohibits a franchisor from requiring a security deposit except for
the purpose of securing against damage to property, equipment, inventory, or leaseholds.

Any release required as a condition of renewal, sale, and/or transfer/assignment will not apply to
the extent prohibited by applicable law with respect to claims arising under Minn. Rule 2860.4400D.

No statement, questionnaire, or acknowledgement signed or agreed to by you 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 us, any franchise seller, or any other person acting on our behalf.
This provision supersedes any other term of any document executed in connection with the
franchise.

The Commissioner of Commerce for the State of Minnesota (the “Commissioner”) has determined that
we, the franchisor, have not demonstrated we are adequately capitalized and/or that we must rely on
franchise fees to fund our operations. The Commissioner has imposed a fee deferral condition, which
requires that we defer the collection of all initial fees from Minnesota franchisees until we have
completed all of our pre-opening obligations and you are open for business.
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ADDENDUM TO THE FRANCHISE AGREEMENT REQUIRED BY
THE STATE OF MINNESOTA

This ADDENDUM TO THE FRANCHISE AGREEMENT (this “Addendum”) is entered into on
Effective Date, by and between Cotti Partners LLC, a Delaware limited liability company (“Franchisor,”
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we, or “us”™), and the following individual(s) and/or entity:

(individually or collectively referred to as “Franchisee” or “you”), in recognition of the requirements of the
Minnesota Franchises Law, Minn. Stat. §§ 80C.01 through 80C.22 (the “Minnesota Act”), and of the Rules
and Regulations promulgated thereunder by the Minnesota Commissioner of Commerce, Minn. Rules §§
2860.0100 through 2860.9930 (the “Minnesota Rules”), to revise and amend said Franchise Agreement as
follows.

1. Sections 5.2.5, 15.3.8, and 15.4 of the Agreement shall be amended by adding the
following:

Notwithstanding the above language, any release signed under this Section
will exclude any claims that you may have that arise under the Minnesota
Act or the Minnesota Rules.

2. Section 5 of the Agreement shall be supplemented by adding the following:
Minnesota law provides franchisees with certain non-renewal rights. In sum, Minn. Stat.
§ 80C.14 (subd. 4) currently requires, except in certain specified cases, that a
franchisee be given 180 days’ notice of non-renewal of this Agreement.

3. Section 23 of the Agreement shall be amended by adding the following:
Minnesota law provides franchisees with certain termination rights. In sum, Minn.
Stat. § 80C.14 (subd. 3) currently requires, except in certain specified cases, that a
franchisee be given 90 days’ notice of termination (with 60 days to cure) of the
Franchise Agreement.

4. Sections 17.6 and 27 of the Agreement shall be amended by adding the following:
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 80C.17,
Subd. 5.

5. Section 6.7 of the Agreement shall be amended by adding the following:
Minnesota Rule 2860.4400(K) prohibits a franchisor from requiring a security deposit
except for the purpose of securing against damage to property, equipment, inventory, or

leaseholds.

6. Section 6.9 of the Agreement shall be amended by adding the following:




6:7.

+8.

€9.

9:10.

Notwithstanding the foregoing, in accordance with Minn. Stat. Sec. 604.113, any non-
sufficient fund fee and/or service charge shall not exceed $30 per occurrence for Minnesota
franchisees.

The following is added to the end of both Section 6:

Notwithstanding the foregoing, the collection of the initial fee is deferred from Minnesota
franchisees until we have completed all of our pre-opening obligations and you are open
for business.

Each provision of this Amendment shall be effective only to the extent, with respect to
such provision, that the jurisdictional requirements of the Minnesota Act or the Minnesota
Rules are met independently without reference to this Amendment.

Any capitalized terms that are not defined in this Addendum shall have the meaning given
to them in the Franchise Agreement.

Except as expressly modified by this Addendum, the Franchise Agreement remains
unmodified and in full force and effect.

10:11. This Addendum is being entered into in connection with the Franchise Agreement. In the

event of any conflict between this Addendum and the Franchise Agreement, the terms and
conditions of this Addendum shall apply.

Franchisor: Franchisee:
COTTI PARTNERS LLC

By: By:

Name: Name:
Title: Title:

Date: Date:
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