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International Expansion
— An Overview

* Deciding on the Deal Structure

* Selecting Countries for Expansion

* Choosing the Right Franchise Partner

* Key Business Terms

* Foreign Franchise Laws

* Other Foreign Laws and US Law Considerations
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Deciding on the Deal Structure

* Direct/Unit Franchising

* Master Franchises

* Development Arrangements
* Joint Venture

* Area Representation
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Direct/Unit Franchises

FRANCHISOR
Franchise
Agreements
FRANCHISEE
FRANCHISEE #2 FRANCHISEE
#1 #3
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Master Franchises

FRANCHISOR
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SUBFRANCHISOR/

MASTER
Master FRANCHISEE
Franchise
Agreement
(Sub)franchise FRANCHISEE
Agreements #3
FRANCHISEE
#2
FRANCHISEE
#1
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Development Arrangements

* Multi-unit operator/Development

FRANCHISOR

* Franchise Agreement for each unit
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Area
Development
Agreement

AREA

DEVELOPER

UNIT A

UNIT B

UNIT C
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Joint Ventures

Franchisor creates a separate jointly owned entity

FRANCHISOR

with a local partner

JOINT VENTURE
PARTNER

Master
Franchise/
Development
Agreement

Joint Venture Entity

Sub (Franchise)
Agreements

FRANCHISEE
#1
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FRANCHISEE
#2

FRANCHISEE
#3
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Area Representation

FRANCHISOR AREA REPRESENTATIVE

(acts as franchisor’s agent in the market)

Franchise FRANCHISEE
Agreements 43
FRANCHISEE
42
FRANCHISEE
#1
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Select Countries for Expansion

* Strategic or Opportunistic
* Big or Small
* Easy or Difficult
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Large Opportunity Large Opportunity

Generally Difficult Language, Generally Easy Language,
Entry, Operations & Entry, Operations &
Oversight Oversight

Small Opportunity Small Opportunity

Generally Easy Language,
Entry, Operations &
Oversight

Generally Difficult Language,
Entry Operations & Oversight

Belgium Portugal
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Choosing the Right Franchise Partner

* Qualifying Franchisees
* Prospecting for International Leads
* Due Diligence on Franchise Franchisees
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Key Business Terms

* Fees

* Territory and Exclusivity

* Development Schedule

* Termination and Practical Considerations
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Foreign Franchise Laws

* Disclosure Laws
* Relationship Laws
* Registration Laws
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THE AMERICAS
Antigua and Barbuda
Argentina
Barbados
Brazil
Canada
Alberta
British Columbia
Manitoba
New Brunswick
Ontario
Prince Edward Island
Mexico
United States
Federal
Several States
Several States
Several States

Blue = Disclosure Law

Green = Relationship Law

Red = Disclosure & Relationship Laws
Black = Other

Does Not Include:

WITHIN EU WESTERN ASIA CENTRAL ASIA
Belgium Azerbaijan Mongolia
Estonia Kazakhstan
France Kyrgyzstan
Latvia Turkmenistan
Lithuania

Italy

Romania

Spain

Sweden

NON-EU
Albania
Belarus
Georgia
Moldova
Russia
Ukraine

AFRICA
South Africa
Angola
Tunisia

+ Codes of conduct which do not provide for governmental or private enforcement, even if promulgated under governmental authority.
* Bodies of law (e.g. commercial agency, distributorship, competition, intellectual property, etc.) which may also cover franchising.
* Registration requirements that exist in many countries under various laws (e.g., franchise, foreign exchange, intellectual property, competition, etc.).
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ASIA

China
Japan
Macau
South Korea
Taiwan
Vietnam

SOUTH PACIFIC
Australia
Indonesia
Malaysia

IFA

INTERNATIONAL FRANCHISE ASSOCIATION



Other Foreign Laws and US Laws

* |P
* Competition Law

e US Franchise Laws
e ABC Laws
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Case Study #1 - Canada

* A mid-sized US franchisor that has already
franchised for some years in the US

* F&B —relatively complex operational model
* Compliance with Canadian franchise laws

* Supply chain — proprietary ingredient (dairy
products and chicken)
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Case Study #2 — Middle East

 Mature US system with significant international
experience

* Established multi-brand operator on the ground
* Culture/market adjustments

* Commercial agency laws
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Case Study #3 — China

* Small US franchisor with no international experience

e After school program — relatively simple operational
model

* Huge market with huge potential, but high failure
rate

* Franchise Regulation — “2+1" rule
* |P concerns
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