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~ This presentation is intended solely to inform and educate

~ entrepreneurs about franchising — the process, benefits,
e drawbacks and available resources. Only the individual

= entrepreneur can determine if franchising is right for him.
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HENCHISING IS & method oi distributing good or
SEIVICES 1Ol consumers. The franchise system
oWiE Fﬂ [ight te the trademark ofi the business.
IliENEnchisee purchases the right to use the
freles mark and operating system.
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_Most people associate the word “franchise” with
~fast foed restaurants. But, there are many more
~ types of franchise businesses. Including
everything from advertising to automobile
repair, printing services and many more
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ACCOUNLNG/raX SENVICES
AGVErsIng/Direct Mail
AUORSAtIck Rental
ANomoLive Products/Services
Bateries-Retaill & Comm.
BEVerages Special
‘Blisiness: Brokers

—— ST Bysiness/Mgmt. Consultants
= = Campgrounds

~ s Check Cashing/Financial Services
Children’s Services
Clething and Shoes
Computer/Electronics/Internet
Construction Materials
Consumer Buying Services
Convenience Stores

—
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Categories Of&m

Cosmetics

Dating Services

Drug Stores
Educational Products/Services
Employment Services
Fitness

Florist Shops
Food/Restaurants
Golf Products/Services
Greeting Cards

Hair Salon & Services
Health Aids/Services
Home Furnishings
Home Inspection
Hotels and Motels
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ISHNERCE
SEILEIIEISE ,'viees
JevvéJr/ e
Leirielny/ clgieRPIgY Cleaning
_cl\]\/ﬂ/ Cizlfe en/Agrlculture
Mfelfelse ersonal Services
= 'JVF’F enance
== Marine Services
m—._.‘DTo’glcal Aids & Services
~ s Packaging/Ship/Mail

- ® Ppainting Services
Paralegal Services
Payroll Services
Pest Control Services
Pet Sales and Supplies

N

(Continued)

Plhetegraphy.
Printing/Copying

Real Estate Services
Recreational Services

Rental Equipment & Supplies
Retail Stores

Security Systems

Senior Care

Sign Products & Services
Tanning Centers
Telecommunications
Transportation Services
Travel Agents

Vitamin $ Mineral Stores
Weight Control




ell Known

chise Na

MeDoprelels s - Gold'siGym
SUYWELY ® Great Clip's
GIVES R s H & R Block
Algiegrepnics: IHOP=International House of

yEEIEVEn) Inc. =R Pancakes
E2liizon Sc chool ofi Modeling Jenny Craig
325K /m-v obbins: Kwik Copy
O Tires MAACO
-':_- oc'kbuster MO”y Maid

.*""

New Horizon’s Computer Learning
Once Upon A Child
Papa John’s Pizza

,..Ce.ntury 21 Real Estate
_“ . Courtyard by Marriott

~ = Dairy Queen :
® Dale Carnegie Radio Shack
e Dunkin’ Donuts Seattle’s Best Coffee
e Kentucky Fried Chicken Taco Bell
e Fuddruckers Wild Bird Center



~ “Frantrepreneur”
~ (fran*tre*pre*neur)/.
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One possessing the desire to be a business
,_.,__ "‘ Owner — without the desire to recreate the
= wheel — by following a proven system for the
Benefit of personal and professional goals.



TYPE:
R
PNeditional retail
SV oiINpredlicts/services e Hands-on
SN oriketiom home * Passive
— e Part-time/full/time

; Scope:
A
- ® 75 categories — an endless array e Single Unit Franchise
-~ ofipossibilities ® Multiple Units
~ * Something to match anyone’s e Master Eranchise
pbackground, skills and interests =

Area Developer
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“’'m in PRPr—  fizlyEifle ggdagitfiy ic
business for |2y jron ifle Siegess g
myself, bu_z' - ' faillire or others’”

By myself

I want a bottied" process 1or SUccess
3 % thart I can use i aeveloping. mi. Y
- owrn Successiul business’”

Wy would | spend years and tHhe
/nvestment required. to. establis/i a
Ty . stccessiul brana when I coula by
T a franchise which proviaes
' = /mimedadjate access to a successit/
bUSIness system. anad.a orarnd.
name. wihich others alreaay hiave
maae stccessiul”



IROUOT aver» busmess IS a franchise business.
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ANIEY _\‘t-*nse pusiness is opened every 8 minutes of every business day.
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businesses employ more than 14 million Americans
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" Tihere are an estimated 1,500 franchise companies operating in the U.S.
.'Jemg business through more than 316,000 retail outlets.

~ s More than 75 industries use franchising to distribute goods and services to
consumers.

—
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A 1999 study by the United States Chamber of Commerce found that 86%
of franchises open within the last five years were still under the same
ownership and 97% ofi them were still open for business.
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A ULS. rleorlr. it Off commerce study conducted from 1971 to 1997
SBYE iz _ dunng that time less thamn 5% of franchise businesses
WEIEICIosEealeachi year. Compare that to a U.S. Small Business
AGmiistration stidy conducted from 1978 to 1998, which found
EIRGZ2Y6 0l non-franchised businesses closed within the first 6
yEAIS C ’ze‘lr existence due to failure, bankruptcy, ect.

_"J"é : *sa[es by franchlsed businesses are expected to reach $1.7
= trillion, this year.

— e -n -2000, the median gross annual income, before taxes , of
franchisees was in the $75,000 to $124,000 range, with over 30%
ofi franchisees earning over $150,000 per year.
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Franchise SUGGess Rate™

-

Business Success Rates
J1iliEH

g’ B E MR e s e

new start-up
enterprises.
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- rl-up Erlerpraes . Franchive Businasses
AT 0f Commerce,/ Indasiy and Trade Adiminstnazion



Advantages {0

aﬁ'-anchlse

pracucesrare ughly regulatedr by’ the federal

U

SENCHISEIR BUSINE
JOVERIMENL.
SHENCHISENS Nave a vested interest in your success.

IeNmarket place has already been checked out by the franchiser
gl rle'r Jined the system to be successful.

e franchiser utilizes collective buying power and passes on the
rJJJ..J nfs o you.

=== = Jlocal ‘and national advertising for the franchise operation as a whole
5,: =5 =5 S supplied by the franchiser.

**°* Supervision, training, programs and consulting are readily available
~ from the franchiser

- * Managerial, operational and accounting systems are in place to
facilitate your success.

®* Ongoing research and product development is provided by the
franchiser.
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Disadvantages o Ing..
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2l chise

YGURIaVe to pay the Trar 217 lioyealties:
IMENCONECT v'!'z h the firanchiser must be renewed after a certain period of
UimE:

_‘_I-| .

UHErE (s a I lack of flexibility because business methods are dictated by the
'rrrlmf el

-
e

=] énéhiéer’s problems are also your problems.

_.-J"F"'_'.""':_:- _F_

= Youimay be forced to buy products supplied by the franchiser rather than
the most cost effective product available.

®  You don't get to make all the decisions in how to run your business.

* In seme ways, owning a franchise is like a cross between business
ownership and employment.
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Questions To Aski

Yourself

_e— E—————— =

pEWATIUCHFCAPILAIFa 0 YoU Haverto Invest?

S
NEVWAmUCHiguidiassets do you have?

o

DN rea; ire a specific level of annual income?

e
o i
it =

> Are -' jﬁfé:rested In pursuing a particular field?

e
——

. = ..-!"_. i : ._ £ - - N .
~ = Are you interested in retail sales or performing a service?

=

o —

—

~ = Do you want a part-time or full-time opportunity?

* How many hours are you willing to work?
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DORyOUIWaNt 10 operate tnE PUSINESSHYOUKSElTor doryour want torhirea
fanager?
% -

> Do you) yeigle £r .ave employees?

S
._ .
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= Do you Want to have inventories?

-i"-l-

i
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Blo et ant,' tor have Accounts Receivables?

_'-—- - —
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— *\7\7'I1Tranch|se ownership be your primary source of income or will it
— ~ supplement your current income?

—ar
=

e \Would you be happy operating the business for the next 20 years?

1.1

* \Would you like to own several outlets or only one?
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‘%chlser_

LEINETWhat assiStance the flanchiser provides. Do they assist With
iraininle); SEJF‘ design, lecation’ construction, site selection, and feasibility

gila
B =

——

support will the franchiser provide once your franchise has
0rs?

l—
-
.

— fte_r the Initial' investment, will there be additional financial obligations
=~ requiring working capital?

® Does the franchiser offer any form of financing?

e Ask the franchiser how many franchises have been sold in the state you will
be operating in during the last 12 months, and how many have been open
for business?
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Questions to _ﬂsk":’
_a_m'iser (continﬂued) ‘

WHEISYPETOTF TEITItoNall restrictions and: protections have neeniset up

0y ine rmnc |ser’>

e rrer chiser planning on expanding within your state? Are the
WSING on any: specific locations?

— Al '_

2 r,;afrangements are established through the franchiser in terms
mdﬁct supply?
— Ask if the franchiser has been forced to terminate any of its
~ franchisees and detail the reasons for this decision. Have any

- franchisees failed or gone bankrupt?

® Are there any current lawsuits pending or past judgments against
the franchiser? What steps are taken to settle disputes between the
franchiser and the franchisees?



uestig_ﬁs to As
Franchisees
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N EIVREHENIEVENOUGWHEG thE Tranchi

il

Epeligranchise profitable?

IINVIICHETIONL fe i’ you reach your breakeven point?

=i 'l.
-

= ET'.eJ:your o‘penlng costs consistent with the original projections in the disclosure
_.(';Iecumeni’?

= _Areryou satisfied with the franchiser?

-

_ = Are you satisfied with the product or service?
® |s the operations manual, clear, up-to-date and adequate?

e Are you satisfied with the marketing and promotional assistance provided by the
franchiser?
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(continued)

ol 0)plelo

WeSRgENpIteist@Ining ar g SUpport sufficient for you to
OIETEAE Y OUr busmess’)

\/\/mle YWels yc i background prior to buying your franchise and was it
vgreflglel rg QU success?

AVerdeliveries  of goods provided by the franchiser timely and
COMPEttVEly priced?

SSISthe franchiser fair and amicable to work with?

=Ee= Bes the franchiser listen and help you with your concerns?

== fHave you: or other franchisees had any dispute with the franchiser?
e —— What was their name? Were they resolved fairly?

% Do you know of any disputes between the franchiser and the
- government?

® Do you know of any disputes with competitors?
® \Who are the major competitors?
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NEINEEEINEFUNCErStanCIng ol asking gUESHONS
ZEReERIEgalidocuments:

I“'! 1L‘-
Not uglelgis arJrlJr of the responsibilities of the franchisee and the obligations of the
HENCISESS e -

rr und legal and financial advisors. (i.e. Certified Public Accountant and a
Hej’ney)

|-'-

e \U Ve rfylng oral representations of the franchiser, representatives or brokers.

m—
i

_.;3;_ =
~ & Not contacting enough franchisees.

-

_ = Not contacting closed, sold or changed franchisees and confirming reasons.

1

* Not having enough working capital.

e Not recognizing the need for financing.



Not <aoWiglepiloi ATl
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NOIRCE! /’:‘JJOJHC true and accurate budgets/forecasts and financial statements

NONEET! !,g e franchlsers key management and support personnel
i =

NG Er‘i VAl @ your market in advance

- e
=

;_,’_t'd‘eveloplng your marketing strategy

— -

. ‘N?Jt_determining_ dollar amounts necessary to implement marketing strategy
Including advertising and promotional programs

® Not choosing the right location

®* Not analyzing the competition
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Estasthed Ve
NE'N Franc ISEers

staplisniac Frapenlsers e
NEIMErRECOgNition

Maie re_g enal and national advertising

- r,<on¢ Snced management

- =er chance of competing with competitors in a price
:advertlsmg war

., MUre refined training and support
~  Better purchasing power with established price discounts
_ ® \ore likely to have franchise financing available

® More established and efficient working prototype or
company-owned stores

* Improved assistance from existing qualified franchise
owners through advisor councils
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> Wil releeig e_ to educate you on the franchise industry
-.h

Wil gl oy YOl eflne your gualifications so that you don’t waste your
SHENYIES anditime on franchises that are not right for you or that you are
g f]llrlJH: 20 “for

- —
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_&c @Vide you valuable insight on franchises that you won't find on your

2
E..
~— OWI -
3 ..—-"'

e

i
—=

= I
_ ® WillFhelp you present your qualifications to a Franchiser

=

= e Are paid by the franchisers, but they recognize that this only happens if
they provide you excellent service and present you the right opportunities

e Will take an unbiased approach to helping you achieve your goals
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‘There are 23 items to DO

important, part of your validati

L | "‘—
ranchiser, its

Deserigiion el I
iliates.

BIEHECESSOIS NG &
BUsirlgss e;'oer]_én?"'
BLGELonistony.
SR pIcy 1 mF:‘ Gry
rJJFlrll ifanchise: fee and additional

I._

-C_J_Lf}’ - es

F:: REQUIrements to purchase or lease
-._ff'om designated sources.

ReqUTrements to purchase from
approyed suppliers.

Franchisee’s Obligations.
Einancing.

Franchisor's Obligations
Territory

13. Trademarks, service marks and trade
names.

14, Patents and copyrights and Proprietary
Information.

15. Franchisee requirement to operate the
business.

16. Restrictions on sale of goods and services.

17. Renewal, termination or transfer of the
franchise.

18. Endorsements by public figures.
19. Earnings claim (optional)

20. Names, addresses, and telephone numbers of
current and former franchisees

21. Financial statements.

22. Copies of franchise agreement and other
contracts and agreements.

23. Receipt if UFOC
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represents several comm
very from franch

Creft of rrrlmh]h .'
Terrn of rfrlﬂff SE
> Nagrg gj J—r-'r fuse
> Loezilggie Franchlse
== Ohlige :c:meof Eranchise
ST nitial Franchise fee
" Eranchise service fees; reporting
~andraudits
Advertising fund
Training assistance
Operation of business format
Representations by franchiser
Representations by franchisee

Relationships of the parties

Ommon Elements

0ol a Fraa,ch ,w@nmﬂ
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While there are as many franchlse agreements as franchlsers the item szﬁ

Renewal and renewal fee*
Assignment

Termination*

Procedures after termination

Remedies for breach and methods of
enforcement of the agreement

Attorney Fees
Amendment

Waiver

Approvals

Construction and venue
Severability

Binding to successors
Exclusive property



Setores

———— -
— | ——S—
[ -

HECHISING 1o DUMMIES - fhemas Ichael Seio

- .

T10s o Frelos \/_\'- 1en Buying a Franchise — Mary Temzack

e
I-.- |

Glljejeiie 6tiating a Business Lease — Keith J. Kanouse

=

|

5 _rtjg ran 'iée Opportunity Guide

"‘:‘

—
=

": “jﬁ‘e‘ Franchise Annual

—

-~ The Franchise Handbook



N LEIIIENG II Eranchise Association
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SIAIIENiCa) _Association of Franchisees and Dealers
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=3 ___m'emcan Franchise Association
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® Canadian Franchise Association



S COHlior

AC /movvledyr NENT @f RECEIPT: ThE last page ofi an Ofifering Circular, signed to
CELENOUNEC yed the decuments on a certain date.

\i annual fee paid by the franchisee to the franchiser for corporate
ditures. It is often less than three percent of the franchisee’s
ditypically paid in addition to the royalty fee.

—

mgs s Claim: Representations made by the franchise companies that their
= ‘ﬁ”anchlsees have achieved specific levels of sales or profitability.

_.l—-

o Exclusive Territory: The “territory” granted to you by the franchise company, which
restricts the franchiser from establishing any other location within your area.

® [Federal Trade Commission (FTC): The federal agency in Washington DC that
regulates various trade practices including the franchise industry.
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Frenerlise Agree“ 2nv: An’ official decument that sets forth the expectations
ariel reeful 1S of the fiianchiser. It describes the franchiser’'s commitment
to g frel) and ncludes infermation; about territorial rights of the ‘
francrises, J on reguirements, training schedule, fees, general

oohgsluom o franchlsee and general obllgatlons of the franchiser.
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he owner of one or more franchises.

{E

=t .g_ ise Fee: The initial fee you pay to a franchiser to acquire a franchise.

- i

* Franchising: Neither an industry or a business, but a method of doing
business within a given industry. At least two parties are involved in
franchising: the franchiser and the franchisee.

e Franchiser: The person or company that owns or controls the right to grant
franchises for a specific ‘brand”.



Camgen T-ergaae%:t'.nued)

S 21y orlssed i) 197 T et egulatesstheNianehiserndustiy
HdiSclosure requwements and' prohibited franchisers from
IFAINGS| claims.

IRTHEINIVESTNE t Generally, the initial cash investment required of you to
oLy rnnrl OIE] '@ franchise. This can include the franchise fee and other initial
STl Ug 99 s and expenses you may incur, but may not be reflective of
/our “_lnvestment

.-
—

ldr Ca ital: Also knoewn as, liquid assets, quick assets, and realizable
- aassels Assets held in cash or in something that can be turned readily into
~cash.

e Master Franchise: Describes an individual or company owning the exclusive
rights to develop a particular territory for the franchising company.

* Net Worth: Total assets after you have subtracted total liabilities



Common Terms o

NBIEEOIHPELE Clause: Upon termination;, non-renewallor other sale or
trargiar, sale franchise agreements prohlblt you from competing in any.
WWely WIEn) BRIl nchlse company.

.I.

Oriter: r\f] o al’ "On written propesal to sell a franchise to a prospective
HEICISE pon understood general terms and conditions.

-
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B_ﬁ_g_:j' Cted Terrltory A designated area or geographic boundary granted to

e rarTchlsee py the terms of a franchise agreement. The franchise

- “promises not to open another franchised or company owned business of a
- similar nature within the franchisee’s protected territory.

* Qualification Questionnaire: A document prepared by the franchiser to be
completed by the prospective franchisee, which provides initial information
to the franchiser in order to assist in determmlng whether or not the
prospect is capable and motivated enough to own a franchise. Often a
financial statement is included.
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RESUEBI AT ECUIFEMENT INFSEVeralfstates that specific infiormation’ be
JlJomJued ciidiapproved by state regulatory authorities before franchises !
EYBENGHIENET N that state. It s quite extensive In the information required
cIgENTIEN/ACSHK u a bond, fingerprints and pictures.

:ﬂ -
“Total! Investment The amount of money estimates for complete set up of a

—franchlsee S business, including the initial investment, the working capital,

and any additions to inventory and equipment deemed necessary for a fully

operational and profitable business.

e UFOC — Uniform Franchise Offering Circular: Provides background
Information: in ever 20 categories as well as a copy of the proposed
franchise agreement. Also know as the “Circular” . “Offering Circular” and
“Disclosure Document”.
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Working, %

Patrick Sherman

Call Today - 866-537-8858
patrick9723@amail.com

WWW. startabiztoday.com




