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THE GIRLS CLEAN UP

The girls have done it again! (Sorry chaps, don’t want to go on about it, but it's
truel).

In October the 2009 BFA/HSBC Franchisee of the Year was announced and the
winner of the gold award was Sandra Redmond, a Molly Maid franchisee based
in South West London. Molly Maid is the UK’s leading domestic maid cleaning
company, cleaning 2 millions homes a year world wide — the Molly Maid way.

Apparently we should be cleaning rooms top to bottom, left to right and
recruiting our children to help. In fact, would it be morally wrong to leave it to the
kids completely and whilst they are at it, the cooking, washing and ironing too?
After all our personal motto here at WG is that housework never killed anyone —
but why take the risk? And as you probably already know — lawyers don't like
risks.

This talk of our questionable morals leads us nicely onto a question of ethics
(smoothly done!)

The term ‘ethical franchising’ is much bandied about within the BFA and the
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Kate Bradbury (Director) 02380 717464

Due to the lack of franchise specific legislation in the UK, a detailed and formal
franchise agreement is required to govern the relationship between franchisor
and franchisee. Normal contractual principles apply, meaning the importance of
its terms cannot be over-emphasised.
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its code of ethics. The franchisor is required to have
operated a pilot operation before launching the
franchise, to be the owner of all relevant brand
names and trade marks and to provide initial and

continuing training. There
franchisors to deal fairly with their franchisees and to
provide detailed pre-contract disclosure.

is an obligation on

But the BFA is a wholly voluntary, self-regulating
governing body and its code of ethics is not legally
enforceable and although recent case law suggests
that it could amount to a ‘moral code’ and that judges
will give weight and regard to it — this is unlikely to
provide a disgruntled franchisee with much comfort
and won’t prove easy to rely on in court.

One suggestion for reform is that a deeper analysis is
required where every franchisor is audited against set
and measurable criteria that would reveal the real risk
and reward ratios.

But would change be a good thing? It is argued that
proper regulation would create a safer industry for
prospective franchisees giving them increased
comfort over the viability of the franchise opportunity
and of the reliability of the information presented to
them. However the UK is currently only at the debate
stage. We'll keep you posted!

TOP FIVE TIPS!

In the meantime, WG has the following top five tips
for prospective franchisees:

1. Do your research

It is important to research the franchise market
thoroughly. Read the franchise press and check out
the numerous internet sites such as www.thebfa.org
and www.franinfo.org. Visit a franchise exhibition
which will give you an opportunity to compare and
contrast the different franchise businesses on offer all
under one roof.

2. Meet existing franchisees

Speak if possible to people already running a
franchise business. What do they think the pros and
cons are? If you have your eye on a particular
franchise, ask the franchisor to put you in touch with
their existing franchisees. If they are unwilling, then
ask why.

3. Do a business plan
Draft a business plan, so that you have a clear idea

from the outset of the amount of investment required,
as well as how much you are likely to make.

The franchisor will usually receive an initial fee from
the franchisee together with ongoing management
service fees. Factor in legal costs, working capital,
rent deposits, equipment and staff.

Be realistic about your earning potential. Check the
projected income against your own research of the
local market. Do the figures stack up?

Bear in mind that the franchise agreement will more
than likely provide for the business to be only
operated in a limited geographic area and therefore
you must consider if there is sufficient trade in that
area to make a success of the business. Often the
franchise must be taken for a minimum of 5 years so
is a substantial investment of time and money.

4. Do not underestimate the hard work and
commitment required

You will need the right abilities, personal attributes
and willingness to work hard. Not everyone is cut out
to be a franchisee and it's important to think about
your suitability. As above, speak to existing
franchisees about their experiences and the level of
dedication required. A franchise business is not an
easy option.

The franchise package will often also include
advertising and administrative support from head
office and guidance on many aspects of the franchise
business; however you cannot rely on the franchisor
to make a success of your business.

Technical Note: Purchase incentives to franchisors

Q: What is a purchase incentive?

A: Where a franchisor for example, receives a
commission or other incentive from a supplier who
supplies franchisees in its network either directly or via
the franchisor for resale onto its franchisees.

The BFA's overriding view is that such incentives are
entirely acceptable and raise no ethical (sorry that word
again!) issues. It is however a question of
transparency. Any such purchase incentive which in
effect is pure ‘profit’ and does not relate to the real and
direct costs of the franchisor must be disclosed. Any
supplier or BFA affiliated advisor (i.e. lawyer/bank) who
stipulates that such incentive should be kept secret,
would be acting unethically.
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5. Last but not least take legal advice!
When taking a franchise, the franchise agreement
offered will usually be lengthy and contain numerous

obligations on the individual. These obligations
frequently extend beyond the period of the franchise
agreement restricting your
afterwards. Whilst the terms of the franchise may be
non-negotiable it is still vital that before entering such
a commitment you are fully aware of your financial
and personal obligations under the agreement as well
as the benefits you will be gaining from taking a
franchise. Money in professional legal
advice at an early stage could help save you making
an expensive mistake.

business activities
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EWIF

More than seventy people involved in the franchising
industry attended the national launch of the
‘Encouraging Women into Franchising’ (EWIF) Group
on 22 September 2009. This independent group is
made up of franchisors, franchisees,
service providers, lawyers, banks, accountants and
female support groups. The franchising industry has
for some time recognised the huge untapped
potential among women as prospective franchisors or
franchisees, yet women remain under-represented.
Launch attendees were informed of the group’s
objectives which are to help inspire, educate and
support women into franchising in various ways
including mentoring.

franchise

A BBC FRANFARE

Those of you who listen in to BBC Radio Solent may
have heard us (Kate and Emily) on the Charlie
Crocker show on Wednesday 18 November* —
fittingly Women'’s Enterprise Day.

We spread the word, of course, about franchising and
how many women are making a success of this
burgeoning form of business. And we spoke about
the lunches we are planning in 2010 to bring together
franchisees, franchisors and anyone who'’s thinking
about becoming either of these.

FRAN’S LUNCH

We're calling our first get together FRAN'S LUNCH
(it's less of a mouthful than Franchisees/ors Lunch)
and hope to bring you news of the first in the next few
weeks.

* You can hear Kate & Emily’s interview with Charlie
Crocker by going
http://www.bbc.co.uk/iplayer/episode/p0052bty/Charli
e_Crocker 18 11 2009/ and fast-forwarding to
about 70 minutes into the show (around 1.10pm).
This will only be available until Wednesday 25
November.
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DISCLAIMER

While every effort is made to ensure that the contents of these newsletters are up-to-date and accurate, no warranty is given to that effect
and Warner Goodman does not assume responsibility for their accuracy and correctness. The newsletters are provided free of charge and
for information purposes only. Readers are warned that the newsletters are no substitute for legal advice given after consideration of all
material facts and circumstances by an experienced franchise lawyer. Therefore, reliance should not be placed upon the legal points

explained in these newsletters or the commentary upon them.

COPYING THESE NEWSLETTERS ON TO OTHERS

While the author retains all rights in the copyright to these newsletters, we are happy for you to copy them on to others who might be interested in
receiving them on a regular basis, provided Warner Goodman is acknowledged as the publisher of the newsletters and provided those persons
register directly with ourselves, so that we are able to send future editions to them direct. No charge will be made for doing so. Alternatively,
simply send us the e-mail contact details for anyone who wishes to receive the newsletter and we will be happy to add them to the circulation list.

Unless expressly agreed by Warner Goodman in writing, nobody has authority to copy or use these newsletters, or extracts from them, for any
promotional or commercial purposes.

UNSUBSCRIBE

If you do not wish to receive future editions of this newsletter, please simply reply to this e-mail and include the word ‘unsubscribe’ in the

heading.
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