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Franchise Negotiations Scenarios Worksheet
How to Use this Worksheet: 
Welcome to the Franchise Negotiations Scenarios Worksheet, a tool designed to guide you through the process of identifying and preparing key terms in your franchise agreement. This worksheet presents 17 realistic scenarios that franchisees typically negotiate. Here’s how to effectively use this worksheet:

Step 1: Review Each Scenario
1. Begin by reading through each of the 17 scenarios provided. These scenarios cover a wide range of common negotiation points in franchise agreements.
1. For each scenario, carefully consider both the description and the importance section to understand why these aspects are commonly negotiated.
Step 2: Identify Relevant Scenarios
1. Reflect on each scenario and determine which ones are most relevant to your situation. Not all scenarios may apply to you, and that’s okay.
1. Mark the scenarios that you feel are most pertinent to your franchise negotiation. These are the points you will want to focus on.
Step 3: Prepare Your Negotiation Points
1. For each scenario you’ve identified as relevant, write down specific points you want to negotiate. Be as detailed as possible.
1. Consider your unique situation – what concerns you most about the clause or obligation in the franchise agreement? Why should the franchisor agree to your terms? How would your request protect or maintain protections for the franchisor in addition to protecting you? For instance, if you have a strong business background, emphasize how this benefits the franchisor.
Step 4: Use the Franchise Negotiation AI Tool
1. Input the details of the scenarios you’ve chosen into our Franchise Negotiation Chatbot. This includes the scenario description and your specific negotiation points, these will be input when the Chatbot asks for the specific concerns or details about the Section of the Franchise Agreement we will be negotiating.
1. The AI prompt will help you create a preliminary request to the franchisor based on these inputs. Review the answer to make sure it matches your concerns and addresses the type of revision request you want to make to the franchisor.
Step 5: Roleplay and Practice
1. Once you have tailored a specific request and negotiation points with our AI prompts, you then will utilize the Chatbot to roleplay the negotiation with your franchisor. This practice session will give you a feel for how the negotiation might proceed and allow you to refine your approach. Follow the question from the Chatbot and input the details it needs to assist you with the roleplay practice.
1. Pay attention to the feedback from the Chatbot. It can provide valuable insights into the effectiveness of your negotiation strategy.
Step 6: Finalize Your Strategy
1. Based on your practice sessions, refine your negotiation points. As a client of Reidel Law Firm, you can reach out to us for additional counsel and insight to the negotiation points and strategy. Prepare a final list of terms you want to negotiate with the franchisor, along with your rationale and talking points for each.
Step 7: Apply in Real Negotiations
1. Use the insights and strategies developed from this worksheet in your actual negotiations with the franchisor.
1. Remember, negotiation is a process. Be prepared to adjust your approach based on the franchisor’s responses.

Negotiation Scenarios: 
Here are 17 scenarios, each focusing on a different aspect of franchise agreements:
1. Initial Franchise Fee Negotiation
0. Scenario: Negotiating a lower initial fee due to your strong business background/being an early adopter/lack of brand recognition in your market.
0. Importance: Reducing upfront costs can make the franchise more accessible and financially viable while also creating a financial incentive for the franchisee to move forward with the franchise.
1. Royalty Fee Adjustments
1. Scenario: (a) Discussing a sliding scale for royalty fees based on revenue; (b) request a lower royalty fee rate; (c) increase the grace period for the royalty rate to start for the franchisee. 
1. Importance: Aligns ongoing costs with the franchisee’s success, offering relief during lean periods.
1. Minimum Royalty Fee Adjustment
2. Scenario: (a) Request lowering the minimum royalty fee; (b) increase the grace period for the minimum royalty fee to start for the franchisee. 
2. Importance: Align franchisor and franchisee interests so both benefit from a successful franchisee unit; give franchisor more room to grow during the critical startup phase. 
1. Limit the Personal Guaranty
3. Scenario: (a) Request a monetary cap to the personal guaranty; (b) request a time cap (expiration date) to the personal guaranty; (c) request a carve-out for specifically name assets to be exempt from the personal guaranty. 
3. Importance: Limiting the franchisee’s personal risk and protecting their personal assets from the franchisor. 
1. Limit Liquidated Damages
4. Scenario: Request a limited exception to the liquidated damages in the event the franchise unit is forced to close for financial reasons. 
4. Importance: Protecting the franchisee from liquidated damages when closure of the unit is due to financial issues and not due to other defaults of the franchisee.
1. Minimum Performance Requirements
5. Scenario: (a) Negotiating reasonable minimum performance benchmarks and consequences for not meeting them; (b) negotiate a longer grace period for the minimum performance requirements to kick in for the franchisee; (c) request a waiver of the minimum performance requirements during any seasonal slow periods each year. 
5. Importance: Ensures benchmarks are attainable and fair while also taking into account changes in the specific markets that the franchisee may be.
1. Marketing Fund Contributions
6. Scenario: Negotiating a cap on marketing fund contributions.
6. Importance: Protects franchisees from unexpected increases in marketing costs.
1. Territory Rights
7. Scenario: Securing a larger protected territory to match your target market.
7. Importance: Ensures your territory is reasonably based upon the ideal target demographic and your market does not become saturated.
1. Renewal Rights and Conditions
8. Scenario: Clarifying and negotiating terms (ex: renewal fees, territory expansion, limit upgrade costs, etc.) for renewing the franchise agreement.
8. Importance: Provides long-term security and understanding of future investments required.
1. Franchisee Training Programs
9. Scenario: (a) Request additional support or customized training; (b) limit costs for sending non-managerial staff to franchisor mandated training session. 
9. Importance: Ensures the franchisee and their staff are adequately prepared for success. Also limiting the cost of having to send non-managers to the franchisor’s training programs especially for industries with higher than average turnover for front-line workers (eg: fitness, healthcare, home services, construction, etc.)
1. Operational Guidelines and Flexibility
10. Scenario: Discuss flexibility in operational aspects to adapt to local market needs.
10. Importance: Balances maintaining brand consistency with local market effectiveness.
1. Online Sales and Territory
11. Scenario: Negotiating terms regarding online sales and how they affect territorial rights.
11. Importance: Clarifies how digital sales are attributed and can protect your market area.
1. Lease Agreement and Site Approval
12. Scenario: Negotiating assistance with lease agreements or site selection.
12. Importance: Ensures the franchisee finds a viable location with favorable lease terms without interference or influence from franchisor.
1. Remodeling and Upgrade Requirements
13. Scenario: Negotiate the frequency, cost, and extent of mandatory upgrades or remodels.
13. Importance: Protects franchisees from frequent and potentially costly mandatory upgrades.
1. Non-compete Clauses
14. Scenario: Request to adjust non-compete terms (definition of competitive business; reducing the geographic limit; reducing the time period) for post-agreement non-compete period.
14. Importance: Impacts the franchisee’s future business opportunities and narrowly tailors the non-compete to ensure compliance and reasonableness of the non-compete. 
1. Early Termination Conditions
15. Scenario: Request terms (eg: financial difficulties, market not responding well to system or concept, exit fees or requirements, etc.) under which the franchisee can terminate the agreement early.
15. Importance: Clarifies right of the franchisee to terminate the franchise agreement early.
1. Reporting Obligations
16. Scenario: Negotiate the frequency and detail of financial and operational reporting.
16. Importance: Balances the franchisor’s need for oversight with the franchisee’s operational burden.
Each of these scenarios represents a common negotiation point in franchise agreements, and understanding them is crucial for potential franchisees. The negotiation tool should present these scenarios realistically, allowing users to practice and understand the implications of each clause they negotiate.
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