A Introduction stage,
Growth Stage 1 Maturity Stage Deveiopment/Decline Stage

Introduction stage
?

1
Growth  Stage

(Grand opening), : ?

Maturity Stage
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1 Robert Justis and Richard Judd, Franchising (USA.:

Souih-western Pubiising Co., 1989), p.498-500.

Decline/Develop

56

stage
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(Pre-Opening Obligation)” (Ongoing Obligation)

311 ( Pre-Obligation)

(disclosure document), ,

(Federal Trade Commission :FTC) “Disclosure

Requirements and Prohibitions Concerning Franchising & Business Opportunity

Ventures” (state law)
California Investment Law , Michigan Franchise
Investment Act
FTC Rule
FTC Rule
(

) ( ) FTC
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1 *
16 *%
FTC Rule the Uniform Franchise Offering Circular
(UFOC) Midwest Securities Commissioners Association 1975
the North American Securities Administrations
Association (NASSA) 1993 FIC  UFOC

* Disclosure Document 16 CFR 436.3 ; (1) Identifying information as to
franchisor. (2) Business experience of franchisor’s directors and executive officers.
(3) Business experience of the franchisor. (4) Litigation History. (5) Bankruptcy history.
(6) Description of franchise. (7) Initial funds required to be paid by franchisee.
(8) Recurring funds required to be paid by a franchisee. (9) Affiliated persons the
franchisee is required or advised to do business with by the franchisor. (10) Obligations
to purchase. (11) Revenues received by the franchisor in consideration of purchases hy
a franchisee. (12) Financing arrangements. (13) Restriction of sales. (14) Personal
participation required of the franchisee in the operation of the franchisee.
(15) Termination, cancellation, and renewal of the franchise. (16) Statistical information
concerning the number of franchisee (and company-owned outlets ) (17) Site
selection. (18) Training programs. (19) Public figure involvement in the franchise.

(20) Financial information concerning the franchisor.

* %
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UFOC 23
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FTC

2 Andrew J. Sherman, Franchising & Licensing.2raedition
(New York: American Management Association, 1989), p.79-93.
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(Notice of

Intent to offer and sell franchise) !

The Franchising

Code of Conduct

* UFOC
the Franchising Code of Conduct 2001
2 (the Standard
Disclosure Document ) (the Short Form Disclosure Document)
Annexure 1 23

1L
2.
3.
4,
5.
6.

Franchisor Obligations

A franchisor must give a copy of this code and a disclosure document;

(a) to a prospective franchisee at least 14 days before the prospective franchisee:
() enters into a franchise agreementor an agreement to enter into a franchise
agreement; or
(i) makes anon-refundable payment (whether of money or of other valuable
consideration) to the franchisor or an associate of the franchisor in connection with
the proposed franchise agreement; or

(b) to afranchisee atleast 14 days before renewal or extension of the franchise

agreement,



61

10.
11
12.
13.
14,
15.
16.
17.
18.
19,
20.
21,
22.
23. 3

Annexure 2 11
50,000

1,2,4,78,12,13,1516.2011 23 Annexurel

3 The franchising code of conduct. AnnexurellOnlinel.(n.d-). Availa
from : http://scapleplus.law.gov.auf2002.July 7]
clause 6(2) A disclosure document: (a) must be (i) if the franchised
business has an expected annual turnover of $50,000 or more-in accordance with
Annexure 1;or (ii) if the franchised business has an expected annual turnover of less

than $50,000- in accordance with Annexurel or 2; and...


http://scapleplus.law.gov.auf2002.July
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Malaysian Franchise Act 1998

(the Registrar of Franchises)**?

*kk

Disclosure document of Annexurel 115 Franchisor’s obligations
151 Summary of the conditions of the franchise agreement that deal with obligations
of the franchisor(or references to the relevant conditions of the franchise agreement, if
attached), including;
(a) an obligation to provide trainging:

(i) before the franchised business starts; and

(ii) during operation of the franchised business; and
(b) any obligation that continues after the franchised business ceases to operate.

¥ Franchise and Vendor Division of the Ministry of
Entrepreneur Development
Article 18(2) of The Malaysian Franchise Act 1998

afranchise agreement should also contain the following:
a. the name and description of the product and business under the franchise;
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Pre-obligation

FTC Rule

(Site Approval),
(Site Design/Appearance requirement),
(Dictating hours of operation), (Accounting practices),

b. the territorial rights granted to the franchise;

c. the franchise fee, promotion fee, royalty or any related type of payment which may
be imposed on the franchisee , if any;

d. the obligations of the franchisor;

e. the obligations of the franchisee;

f. the franchisee’s rights to use the mark or any other IP, pending the registration or
after the registration of the franchise;

g. the conditions under which the franchise may assign the rights under the franchise;

h. a statement on the cooling off period:;

. adescription pertaining to the mark or any other IP owned or related to the
franchisor which is used in the franchise;

j. ifthe agreement is related to a master franchisee, the franchor’s identity and the
rights obtained by the master franchisee from the franchisor;

k. the type and particulars of assistance provided by the franchisor,

I the duration of the franchise and the terms of renewal; and

the effect of termination or expiration of the franchise agreement.



? ? {Personnel polieies/precfices),
(Restrictions on sale area or location)

(Site selection
and Furnishing detail assistance), (Layout and design
assistance), (Establishing
accounting system ), (Establishing computer system)

(Format
sale or business training) (Operation Manual)4

Pre-opening

{Grand opening )
3.1.2 (Ongoing Obligation)
?
(Marriage Relationship)
(Developing the franchised business),
(Operating problems encountered),

{ Marketing advice), (Advertising support),

4 Andrew J. Sherman, Franchising & Licensing.2raeditio

(New York: American Management Association, 1989), p-75.
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(Inventory control ), (Visit the stores),
(Annual Meeting )

FTC Rule

Hawaii Franchise Investment Law,6482E.6.(2)C Discriminate between
franchisee in the charge offered or made for royalties, goods, services, equipment,

rentals, advertising services, or in any other business dealing.......

¥+ California Franchise Investment Law,sec,31110 On and after April
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5** 8***
6 20 1984
12

Franchising Code of Conduct

15,1971,it shall be unlawful for any person to offeror sell any franchise in this state
unless the offer of the franchise has been registered under this part...

California Franchise Investment Law,sec,31123. A franchisor shall
promptly notify the commissioner in writing, by an application to amend the registration,
of any material change in the information contained in the application as originally
submitted, amended, or renewed....

Michigan Franchise Investment Act, 445.1505. sec.5 A person shall
not, in connection with the filing, offer, sale or purchase of any franchise, directly or
indirectly: (a) Employ any device, scheme, or artifice to defraud, (b) Make any untrue
statement of a material fact or omit to state a material fact necessary in order to make
the statement made, in the light of the circumstances under which they are made, not
misleading, (c) Engage any act, practice, or course of business which operate or
would operate as a fraud or deceit upon any person.

Michigan Franchise Investment Act, 445.1508.sec8. (1) A franchise
shall not be sold in this state without first providing to the prospective franchisee lat
least 10 business days before the execution by the prospective franchisee of any
binding franchise or other agreement or at least 10 business days hefore the receipt of
any consideration, ...
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*% (ShOI’t
form)A 35691011 1417181921
22 Annexure 1

*kk

14

14

Clause 6A Franchisor must maintain a disclosure document
(1) A franchisor must, before entering into a franchise agreement, and within 3 months
after the end of each financial year after entering into a franchise agreement, create a
document ( a disclosure document) for the franchise in accordance with this Division.
Clause 6B Requirement to give disclosure document

(1) Afranchisor must give a current disclosure document to:

(a) a prospective franchisee; or

() afranchisee proposing to renew or extend a franchise agreement.

Clause 6C Additional information

If a franchisee or prospective franchisee who is given a disclosure document in
accordance with Annexure2 asks the franchisor for the information referred to in
sections 3,5,6,9,10,11,14,17,18,19,21 and 22 of Annexurel, the franchisor must give
that information, unless, in the circumstances, it is reasonable to withhold the

information.
+Clause 10 A franchisor must give a copy of this code and a
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11

3 *%

Will Writers Guild Pty Ltd and Sidney James Murray Australian

disclosure document: (a) to a prospective franchisee at least 14 days before the
prospective franchisee:
() enters into a franchise agreement...
(i) make anon-refundable payment (whether...) to the franchisor ...
Clause 11 (2) Before a franchise agreement is entered into, the
franchisor must have received from the prospective franchisee:
(a) signed statements 1that the prospective franchisee has been given advice about the
proposed franchise agreement or franchised business, by and of: (i) an independent
legal adviser; (i) an independent business adviser; (iii) an independent accountant; or...
* Clause 17 Marketing and other cooperative funds
(1) Ifafranchise agreement provides that a franchisee must pay money to a marketing
or other cooperative fund, the franchisor must:

(a) within 3 months after the end of the last financial year, prepare an
annual financial statement of the fund’s receipts and expenses for the last financial year,
including the amount spent on production ladvertising ladministration 1goods or
services supplied by the franchisor or an associate of the franchisor and other stated
expenses; and......
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Industries Group Pty Ltd, trading as Half Price Shutters ACCC
the Franchising Code of Conduct

Malaysian Franchising Act

(good cause)

Art. 31(2) a.“Good cause" shall include, butis not limited to

I. the failure of a franchisee to comply with any terms of the franchise
agreement or any other relevant agreement entered into hetween the franchisor and
franchisee: and

ii. the failure of the franchisee to remedy the breach committed by
him or any of his employees within the period stated in a written notice given by the
franchisor, which shall not be less than 14 days, for the breach to be remedied.

b. “Good cause” shall include, but without the requirement of notice and an
opportunity to remedy the breach, circumstances in which the franchisee

! makes an assignment of the franchise right for the creditors or a similar
disposition of the assets of the franchise to any other person;
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32

. voluntarily abandons the franchised business;
il is convicted of a criminal offence which substantially impairs the goodwill
associated with the franchisor's mark or other IP; or
iv.  repeatedly fails to comply with the terms of the franchise agreement.
5Malaysia Franchise Act 1998 fOnlineKn.d.). Available from .
www.lesm.orQ.my. [2003, August 3]


http://www.lesm.orQ.my

1

FTC Rule

24
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2

18.

19.

20.

21.

22.

23. ?

24. / 6

10

Franchising Code of
Conduct
16 Annexurel

6 Andrew . Sherman, Franchising & Licensing.2rdediti

(New York: American Management Association, 1989), p.98.

California Franchise Investment Law, 31 107(d).A written statement, from
the franchisor that... will deliver to the prospective franchisee an effective offering
circular and exhibits at least 10 business days prior to execution by the prospective
frani gty ef & HWCITH? UUIuCtiiuiil OF puyiiiUi IL 6 @iy nbrsflrerian w b franunfoor, ....

Hawaii Franchise Investment Law,6482E .6.(1) The parties shall deal

with each other in good faith.



3

| T T N N e N =N
—~

Franchising Code of Conduct

14
(10
(18 , ,
7 Franchising Code of Conduct. Annexurel Clause 16fOnlinel.(n.d.).

Available from : http://scaleplus.law.gov. . 2002 1July 7]
Cl.18 Obligation to sign related agreements


http://scaleplus.law.gov.%e0%b8%a5%e0%b8%99.%e0%b9%822002

14

*%

I 10

181  Summary of any requirements under the franchise agreement for the franchisee
or directors, shareholders, beneficiaries, owners or partners of the franchisee to enter
into any of the following agreement: (a) a lease, sublease, license or other agreement
under

Cl.13 (1) A franchisee may terminate an agreement... within 7 days
after the earlier of: (a) entering into the agreement; or
(b) making any payment... under the agreement.
Cl.22 Termination-no breach by franchisee...
(3) Before terminating the franchise agreement, the franchisor must give
reasonable written notice of the proposed termination, and reasons for it, to the
franchisee.
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I
(cooling off period)
(

18)

6



(Required
Disclosure)
Vv X Vv
to Registrar
(Filing,
Registeration)
| v v v
(Contract
Provision)
V V V
( the Franchise
Relationship )
Vv Vv Vv
FTC Trade
( Enforcement ) Rule Practices Act  Franchise Act
ACCC C
1



(Others )

Franchise Law
Business
Opportunity Law

i
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