19-Franchise Agreement:

Key Components of a Franchise Agreement

1. Introduction and Recitals
o Parties Involved: Identifies the franchisor and franchisee.
o Purpose: States the intent to enter into a franchise relationship.
2. Grant of Franchise
o License: Grants the franchisee the right to operate a business using the
franchisor's trademarks, systems, and methods.
o Territory: Defines the geographic area where the franchisee can operate.
o Exclusive Rights: Specifies whether the franchisee has exclusive rights within
the territory.
3. Term and Renewal
o Duration: Specifies the length of the initial franchise term.
o Renewal Options: Outlines conditions and procedures for renewing the
agreement.
o Termination: Details circumstances under which the agreement can be
terminated.
4. Franchise Fees
o Initial Franchise Fee: The upfront cost for entering the franchise system.
o Ongoing Royalties: Regular payments based on a percentage of gross sales or
a fixed fee.
o Advertising Fees: Contributions to national or regional marketing funds.
5. Training and Support
o Initial Training: Describes the training programs provided to the franchisee and
their staff.
o Ongoing Support: Outlines continuing assistance, such as operational support
or updates to the system.
6. Operational Standards
o Operating Manual: References the manual containing the franchisor's policies
and procedures.
o Compliance: Requires adherence to the franchisor's established standards and
guidelines.
o Quality Control: Sets expectations for maintaining product or service quality.
7. Marketing and Advertising
o Brand Promotion: Details the franchisor's and franchisee's responsibilities in
marketing.
o Local Advertising: Specifies any required local marketing efforts by the
franchisee.
o Approval of Materials: Requires franchisor approval for any promotional
materials created by the franchisee.
8. Intellectual Property Rights



o Trademark Use: Grants the franchisee the right to use the franchisor's
trademarks and logos.
o Protection of IP: Obligates the franchisee to protect the franchisor's intellectual
property.
9. Reporting Requirements
o Financial Reports: Specifies the types and frequency of financial statements the
franchisee must provide.
o Access to Records: Allows the franchisor to inspect the franchisee's books and
records.
10. Audit Rights
o Audit Procedures: Gives the franchisor the right to audit the franchisee's
accounts.
o Consequences: Outlines actions if discrepancies are found, such as
reimbursement or penalties.
11. Insurance
o Required Coverage: Details the types and minimum amounts of insurance the
franchisee must carry.
o Proof of Insurance: Requires the franchisee to provide certificates of insurance
to the franchisor.
12. Confidentiality
o Proprietary Information: Defines what is considered confidential.
o Non-Disclosure Obligations: Obligates the franchisee to keep proprietary
information confidential during and after the term.
13. Non-Competition and Non-Solicitation
o During Term: Restricts the franchisee from engaging in competing businesses.
o Post-Term Restrictions: May impose non-compete clauses after termination or
expiration.
o Geographic Scope and Duration: Specifies where and how long the restrictions
apply.
14. Transfer and Assignment
o Franchisee Transfer: Outlines conditions under which the franchisee can sell or
transfer the franchise.
o Franchisor Approval: Requires the franchisor's consent for any transfer.
o Right of First Refusal: Grants the franchisor the option to purchase the
franchise before it is sold to a third party.
15. Default and Remedies
o Events of Default: Lists actions or inactions that constitute a breach of the
agreement.
o Cure Period: Provides time for the franchisee to rectify certain defaults.
o Termination Rights: Specifies the franchisor's rights upon default.
16. Indemnification
o Franchisee's Obligations: Requires the franchisee to indemnify the franchisor
against certain losses or claims.
o Scope: Details situations where indemnification applies.



17. Dispute Resolution
o Arbitration or Mediation: Specifies methods for resolving disputes.
o Governing Law: Indicates which state's or country's laws govern the agreement.
o Jurisdiction: Determines where legal proceedings will take place.
18. Force Majeure
o Definition: Addresses events beyond control, like natural disasters or

pandemics.
o Effect on Obligations: Outlines how such events impact the responsibilities of
each party.
19. Notices
o Method of Communication: Specifies how formal notices should be sent (e.g.,
mail, email).

o Addresses: Provides the contact information for both parties.
20. Amendments
o Modification Procedures: Explains how changes to the agreement can be
made.
o Written Consent: Requires that amendments be in writing and signed by both
parties.
21. Entire Agreement
o Integration Clause: States that the agreement represents the complete
understanding between the parties.
o Supersession: Indicates that it overrides all prior agreements or discussions.
22. Severability
o Invalid Provisions: Clarifies that if part of the agreement is unenforceable, the
rest remains valid.
23. Execution
o Signatures: Spaces for authorized representatives to sign and date the
agreement.



