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Advantages 

Franchisor 

•  Expansion using franchisee $ 
•  Royalties on sales 
•  Rebates from Suppliers 
•  Competitive strength 

Franchisee 

•  Proven business model 
•  Advertising by franchisor 
•  Franchisor operational support 
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Typical Problems 
(but not inevitable) 

•  Insufficient profit to support Franchisor and 
Franchisee 

•  Franchisee’s unrequited entrepreneurial 
spirit (wants to control business) 

•  Franchisor’s inattention to system health 

•  Over/under saturation of the market 
(encroachment) 
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Yikes! These  
franchise  

laws! 
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Why Should You Care? 

•  Difficulty exporting system 

•  Difficulty importing system 

•  Potential new franchise laws or 
regulations 
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I’m a 
WHAT? 
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What is a Franchise? 

•  The right to do business under a common trademark, 
service mark or name 

•  A continuing common business 

•  A fee 
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Diocese of 
Charleston 

St. Mary’s 
Catholic Church 
Greenville, SC 

St. Andrews  
Catholic Church 

Clemson, SC 
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Franchisor 
Operations 

Franchisee Franchisee 

Franchisor 
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Widget Master, Ltd. 

Widget Fun® windmills 
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Options for Expansion 

•  Company locations (company investment) 

 Strain on company funds 

•  Bring in investor money 
 Loss of control of company 
 Dilute company ownership 

•  Establish Dealerships and Franchises 
 Leverages company funds with third party funds 
 No loss of control 



Copyright © 2010 by TAGLaw, LLC, 
TIAG, LLC, and Natalma M. McKnew. 
ALL RIGHTS RESERVED. 6 

© 2010 Smith Moore Leatherwood LLP. ALL RIGHTS RESERVED. 

Dealership/Distributor 

•  Widget Fun® products wholesaled to dealers, who 
sell to users 

•  Widget Master issues service bulletins to dealer 

•  Dealers must buy Widget Fun® product displays 

•  Dealer pays a premium price for the initial inventory 

•  Dealer can use Widget Fun® mark 
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Licensed Operators 

•  Widget Master licenses operators to buy Widget 
Fun® products and set up a Widget Fun® Play 
Factory 

•  Operator pays Widget Master a royalty based on 
income 

•  Operator pays Widget Master for training the 
operator’s employees 
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Service Providers 

•  Widget Master trains and authorizes others 
to service Widget Fun® products 

•  Provider pays Widget Master for training 

•  Provider pays Widget Master a fee for every 
job it does 
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Get a 
franchise 
lawyer! 
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Franchise Law Specialty Group 
Jennifer Adams LK Shields Solicitors Ireland, Dublin 

Henry S. Alford Middleton Reutlinger, P.S.C. USA, Kentucky, Louisville 

Trenten P. Bausch Cline Williams Wright Johnson & Oldfather, LLP USA, Nebraska, Omaha 

Chris Bradley Duncan Cotterill New Zealand, Auckland 

Kazimbe Chenda Simeza, Sangwa & Associates Advocates Zambia, Lusaka 

Kevin Collette Ryan, Swanson & Cleveland, PLLC USA, Washington, Seattle 

David Kight Spencer Fane Britt & Browne LLP USA, Missouri, Kansas City 

Dr. Bahieldin El Ibrachy Ibrachy & Dermarkar Egypt, Cairo 

Chris Foote Hyatt Hartig Rhodes Hoge & Lekisch, PC USA, Alaska, Anchorage 

Rob Klein Nysingh advocaten-notarissen N.V. Netherlands, Apeldoorn 

Natalma M. McKnew Smith Moore Leatherwood LLP USA, South Carolina, Greenville 

Santiago J. Monti Brons & Salas Argentina, Buenos Aires 

Richard Myslil Bubnik Myslil & Partners Czech Republic, Prague 

Nils-Erik Norsker Norsker & Co Law Firm Denmark, Copenhagen 

Randall Oyler Barack Ferrazzano Kirschbaum & Nagelberg LLP USA, Illinois, Chicago 

Cynthia Pornavalai Tilleke & Gibbins International Ltd. Thailand, Bangkok 

Geoffrey Sturgess Blake Lapthorn England, Southampton 

James Vogler Barack Ferrazzano Kirschbaum & Nagelberg LLP USA, Illinois, Chicago 

Barry Werbin Herrick, Feinstein LLP USA, New York, New York 
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