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European Union 

Effective May 25, 2018 

-- Requires Companies including Zors & Zees to protect personal data of EU residents. 

-- Applies to all Companies that process personal data of EU residents, including personal 
data of EU residents collected during their visits to other countries. 

-- Individuals must give written consent to use their personal data, and they may withdraw 
their consent, easily, at any time.  Personal data must be readily provided to customers if 
requested by them at no cost, within 30 days. 

-- Companies must notify their “Data Controllers” of changes in customers’ consent. 

-- “Data protection officers” must be hired by each covered entity. 
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-- Notices of data breaches must be sent by data controllers no later than 72 hours after breach 
occurs. 

-- EU Data Directive restricts sharing personal data outside of EU unless company adheres to 
certain international agreements, e.g., the EU-US Privacy Shield. 

-- Fines and penalties of up to the greater of €20 million or 4% of a company’s global annual 
sales are permitted for violations. 

-- Class action lawsuits and other judicial relief is also available. 

Trade Secrets 

-- EU Directive establishes standards for trade secrets protection for member states to adopt 
within 2 years. 

Franchise Report 

-- EU Parliament Committee releases report blaming uncoordinated regulatory approach to 
franchising as reason for relative lack of success of EU franchising compared with U.S. and 
Australia.  Calls for EU franchise law that preempts national law, national franchise codes, 
antitrust standards and regulation under commercial agency and good faith standards.  
Franchisors may not engage in (undefined) unconscionable conduct. 

European Franchise Federation 

Revised Code of Ethics 

-- Standards to be adopted and enforced by national franchise associations. 

-- Standards may be embraced by national legislatures, but pose problems for franchisors, 
including: 

• Duty to have a successful business concept in the relevant market for at least one 
year and at least one pilot outlet before franchisor may offer franchises. 

• Duty to provide full (undefined) disclosure of all material facts to prospective 
franchisees. 

• Disputes must be resolved, first through mediation and, if it fails, through 
arbitration “organized or approved by a European Franchise Federation National 
Association Member” or through litigation. 

• French court rejected claim based on franchisor’s alleged violation of Code of 
Ethics. 

• Prominent French lawyer has published article advocating legal remedies for 
European Franchise Federation Code of Ethics violations. 
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Australia 

Australian Consumer Act--Unfair Contract Terms 

-- Applies to all contracts in which either the franchisor or its franchisee employs 20 or fewer 
employees when the contract is signed, requiring payment to the franchisor of less than 
AU$ 1 million for a term of more than 1 year, or less than AU$300,00 for a contract with a 
term of less than one year.  If the law applies, unfair contract terms (not clearly defined) are 
not enforceable. 

Australian Fair Work Act of 2009 Amendment (Effective October 27, 2017) 

-- Makes franchisors jointly liable for workplace contraventions committed by franchisees 
when franchisors are aware of the infractions, or should have been aware that they would 
occur, and fail to stop or prevent them (applicable where franchisors exert a “significant 
degree of influence and/or control over the franchisee entity’s affairs”); expressly prohibits 
employers from engaging in unfair pay practices; empowers the Fair Work Ombudsman 
with greater investigative privileges. 

Cambodia 

Franchise Protection Law 

-- Kingdom is currently working to draft a franchise protection law, expected be completed 
by the end of 2017. 

-- Growing coffee business in Cambodia has generated desire to expand internationally, 
possibly via franchising format. 

Canada 

British Columbia disclosure law (Effective February 1, 2017) Similar to franchise laws in five 
other provinces. 

-- Ontario Parliament - committee studies Joint Employer issues in franchising. 

-- Quebec - franchisors owe duty to protect and enhance brand.  Supreme Court of Canada 
upholds Quebec court finding that Dunkin’ Donuts had a duty to protect and enhance the 
brand and was liable to franchisees for not doing so. 

-- Ontario - trial court.  Failure to disclose terms of a lease that was not negotiated or signed 
until after an FDD was delivered violated Ontario Franchise Law.  Court of Appeal 
reversed and held that minor disclosure errors are not tantamount to nondisclosure. 

Ontario – Proposed Amendments to Franchise Legislation (Bill 154) (September, 2017) 

-- Acknowledges that franchisors may be licensees, rather than owners, of the franchise’s 
intellectual property. 
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-- Proposes that the mere right to exercise control (vs. the act of exercising control) is 
sufficient legal grounds for a business to be considered a franchise. 

-- Statements of material change will contain the information that will be prescribed in forth 
coming regulations. 

-- In order for non-disclosure agreements to be exempt from disclosure, they must be limited 
in scope. 

-- Disclosure document does not need to be provided upon payments of a refundable deposit 
if (i) the payment amount does not exceed a to-be-determined amount, (ii) the monies paid 
are refundable and free of deductions, and (iii) the payment is in connection with an 
agreement that does not require that the franchisee enter into a franchise agreement. 

-- Disclosure exemption is expanded to include the grant of a franchise to a corporation 
controlled by former director or officer when (i) franchisee has held position of officer or 
director of franchisor entity or associated entity for at least six months, or (ii) franchisee 
was previously an officer or director for at least six months within the past four months. 

-- Clarifies that disclosure exemption in instances of a fractional franchise must be based 
upon calculation of anticipated sales in the first year of operation. 

-- Clarifies that the disclosure exemption based on de minimis and large investments should 
be based on the total initial investment (vs. the total annual investment) needed to acquire 
and operate a franchise. 

Egypt 

Proposed Egyptian Franchise Law (June, 2017) 

-- Proposed law would require each executed franchise agreement to be registered with the 
Ministry of Trade (it is expected that registration costs would be shared by franchisor and 
franchisee); would mandate preparation, delivery, and updating of disclosure documents; 
would regulate contract termination; both the purpose of the registration and the penalty for 
non-compliance are unclear. 

-- Would regulate information included in franchise agreements. 

-- Violation of disclosure requirements would allow franchisees to terminate their 
agreement(s) and seek monetary damages from franchisor. 

-- Terms of franchise agreements would be limited to a maximum of five years. 

-- Would require registration of intellectual property in Egypt before offering a franchise; 
such registration is typically a very lengthy process.  

-- Parties may choose law and forum for dispute resolution and may elect to arbitrate. 

-- In general, the language in the proposed legislation is vague and the definition of key terms 
is unclear, although this may be attributed to a poor translation from arabic. 
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France 

El Khomri Law (Labor Law of August 8, 2016) Decree No. 2017-773, May 4, 2017 (Effective May 
7, 2017  has been amended / repealed to eliminate the requirement for dialogue forums) 

-- Establishes a “social dialogue committee” in franchise networks that meet the following 
criteria: 

1) Franchise networks only (no concession, license or distribution networks) 

2) Networks that employ at least 300 in France 

3) “franchise agreements [that] contain clauses having an effect on the organization of 
work and working conditions in franchised companies” 

-- Committee is comprised of representatives of the franchisor, its franchisees and their 
employees, which shall meet at least twice per year.  The purpose is to discuss issues 
relating to staffing and working conditions. 

-- The franchisor must inform the committee of decisions likely to affect the volume or 
structure of the workforce, work duration, conditions of hiring, and training of employees. 

-- The franchisor must notify franchisees of outlets that are opening or closing. 

Decree No. 2017-773, published in the Official Journal May 4, 2017 (Effective May 7, 2017) 

-- The purpose of the decree is to further describe the social dialogue committee, specifically: 

1) the steps involved in setting up the committee (negotiation and resulting 
agreement); 

2) the operation of the committee in the absence of a resulting agreement; and 

3) the resolution of disputes. 

Civil Code Amendments (Ordinance N°2016-131 of February 10, 2016 for the Reform of Contract 
Law, effective October 1, 2017) 

-- Courts may “rebalance” the terms of franchise agreements in case of “hardship” or to 
remove from adhesion contracts a term that creates an “imbalance.” 

-- Application of the amendments may be waived in the contract itself. 

Germany (Spring, 2017) 

-- Federal Ministry of Justice contracted with Chemnitz University professor to prepare a 
report regarding the costs and benefits of franchise disclosure regulations.  The German 
Franchise Association is monitoring progress.  
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Japan (Promulgated/Effective June 2, 2017) 

-- Clarifies remedies for breach of contract and specifically only permit franchise agreements 
to be terminated for material violations of a contract. 

Kuwait 

-- Commercial Agencies Law enacted March, 2016; amended April 23, 2017  Amended to 
specifically address franchises and to allow for non-exclusive agencies. 

Namibia 

Desire for Development of Franchise Laws (Winter, 2017) 

-- Namibian Competition Commission (NaCC), as advisor to the Ministry of Trade, 
Industrialisation and SME Development, submitted a study that could serve as the basis in 
drafting franchise laws in Namibia. 

-- Franchise laws would increase competition for consumers and improve current problems 
related to market monopoly and higher royalty fees. 

Netherlands 

Voluntary Franchise Code (Withdrawn 2017) 

-- Draft legislation would make the Dutch Franchise Code (“DFC”) mandatory for franchised 
business. 

-- Based in part on EFF Code. 

-- Comprehensive statement of principles, what should and should not be in a franchise 
agreement, and restrictions on franchise relationship. 

-- Highly criticized by franchisor community. 

-- Very restrictive.  Although it allows franchisors to opt out of most requirements if they 
provide an explanation, the costs/risks are high. 

-- Franchisors cannot require waiver of duty to act in good faith. 

Nigeria 

-- Bill to establish the Institute of Chartered Franchise Executives of Nigeria. 

-- Responsible for registering and disciplining its members—and related matters. 

-- Passed second reading in House of Representatives. 
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Pakistan 

Courts (July, 2017) 

--  The Karachi High Court ruled in favor of Hardee’s Food Systems, Inc. (“Hardee’s”) in a 
dispute brought by an assignee/licensee regarding exclusive territorial rights. 

-- The territorial rights at the heart of the dispute were articulated in an International 
Development Agreement (“IDA”).  The assignee/licensee entered into an International 
Multi-Unit License Agreement (“MULA”) for a single restaurant after the Hardee’s served 
notice of termination of the IDA.  The assignee/licensee was not a party to the IDA. 

-- The court ruled that the assignee/licensee was never granted territorial protection (territorial 
rights were not contemplated in the MULA), and therefore Hardee’s did not violate any 
territorial protection rights. 

Saudi Arabia (Proposed January, 2017) 

-- Consultative Council (Majlis Ash-Shura) would require franchisors to: (1) meet minimum 
experience standards, (2) impose mandatory contract terms, (3) register franchise 
agreements and comprehensive disclosure documents, and (4) adhere to regulations 
regarding termination, non-renewal and transfers of franchise agreements. The Ministry of 
Commerce and Investment would regulate franchising. 

South Korea (Summer, 2017) 

-- Amendments to Franchise Act include: 

• allowing local government to handle registration & disclosure cancellations. 

• Prohibition of unilateral change to territories by Franchisors. 

• Retaliation by Franchisors against Franchisees who report violations is prohibited. 

• Franchisors who retaliate against whistleblowers are subject to 3x damages. 

-- Expected to be effective mid-June 2018. 

Courts -- Pizza Hut fined $5 million USD for violations of Korean Franchise Law (January, 2017). 

-- Collected about $5.6 million in “administrative fees” that were not specified in franchise 
agreements, and that were imposed unilaterally. 

-- Collected initial training fees directly from franchisees, instead of placing them in escrow 
in a financial institution as prescribed by Enforcement Decree or obtaining insurance or 
deferring collection until the franchisee is open or 2 months has passed. 
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Vietnam 

Registration Requirements for Foreign Franchisors (Proposed September, 2017) 

-- Business entities shall register the franchising activity with the Ministry of Industry and 
Trade. 

-- Limited restrictions regarding products and services that could be offered through a 
Franchise Agreement. 

United States 

-- NLRB - McDonalds and Browning Ferris cases extended joint employer standard to likely 
treat franchisors as joint employers with franchisees for purposes of labor negotiations and 
unfair trade practices.  NLRB has reverted to former “direct control” standard.  NLRB 
General Counsel has urged settlement of McDonald’s case, likely employing previous joint 
employer standard. 

-- Defense of Trade Secret Act adopted (May 2016).  Provides nationwide standards for 
protection of trade secrets, which were previously only protected under state laws. 

-- FTC/DOJ Antitrust Division - memorandum on anti-poaching (of employees) agreements 
(October, 2016).  As an example, agreements prohibiting franchisees from recruiting the 
staff of other franchisees or the franchisor may be subject to civil or criminal prosecution.  
It is unclear how the Trump administration will view the memorandum.  Class action 
lawsuits have been filed in the restaurant industry to challenge anti-poaching agreements.  
DOJ announced plans to pursue criminal claims for certain violations. 

-- Small Business Administration Franchise Finance Reform.  Franchisors willing to sign a 
standard 2-page addendum to franchise agreements will have no review of their franchise 
agreements to determine if they are “affiliated” with their franchisees when evaluating if 
the franchisee is a “small business’ for purposes of obtaining SBA financing.  Effective 
February 14, 2017, in addition to of the prescribed 2-page addendum, franchisors may 
qualify for SBA programs by using franchise agreement addenda approved by the SBA in 
2015 or 2016.  Franchisors may now negotiate new addenda directly with SBA.  All SBA-
eligible franchises are listed on SBA Franchise Directory that SBA maintains.  Annual 
review of Franchise Agreements and Addenda is no longer required by SBA.  Franchisors 
with negotiated addenda must certify to SBA by April 30 of each year that no changes have 
been made to franchise agreement language that is addressed by the standard addendum.  
All other franchisors continue to be listed on the Directory without filing anything. 

-- California AB 525 - franchise relationships (Effective January, 2016).  Unique law requires 
franchisors to purchase franchisees’ assets upon termination or nonrenewal if the franchisor 
has the right to control the premises from which the franchisee has operated - even if 
franchisor has good cause for terminating the franchise.  When a franchisee requests 
approval of a transfer, franchisor must give the franchisee a list of its standards for 
approving new and renewing franchisees.  If the proposed transferee meets the 
qualifications, franchisor must approve the transfer. 
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-- State Franchise/Independent Contractor Laws – The IFA has supported state laws that 
confirm that franchisees and franchisors are independent contractors.  Eighteen states have 
passed such laws as of September 2017 and the IFA expects up to 12 similar state bills to 
be introduced in 2018.  Although they apply only to decisions affecting independent 
contractor status in the states, they are expected to provide evidence of a groundswell of 
opposition to federal regulations and decisions finding that franchisors are joint employers 
with franchisees. 

-- FTC Franchise Rule Review.  The ten-year review of the entire franchise disclosure rule 
slated for 2018 is on hold pending four new FTC Commissioners being confirmed by the 
Senate.  It is unclear whether or when the review will take place. 

-- State Franchise Relationships.  Florida and Pennsylvania will again consider 
comprehensive franchise relationship legislation in 2018. 
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