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Franchise or

Business Opportunity

As you enter the exhibition hall,
you are met by a sea of professionally
produced trade booths offering invest-
ments that range from the instantly rec-
ognizable brake and muffler franchises
to businesses that offer you the oppor-
tunity to place beverage vending
machines in offices. While on the sur-
face, the messages from the various
salesmen seem similar, the legal and busi-
ness relationships are widely different.

BUSINESS OPPORTUNITY

A business opportunity is a highly
regulated method in which one compa-
ny provides the opportunity, for a fee,
to another company or individual to go
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into business. Because of the historic
high rate of fraudulent schemes, the
federal government and many states
have enacted regulations and disclo-
sure requirements that govern the rela-
tionship. Because of the apparent sim-

ilarities of many franchise programs
and business opportunities, in some
states, franchisors have the added bur-
den of meeting the business opportuni-
ty statues as well. Even competent
legal counsel sometimes has difficulty
in sorting out this regulatory moras.

Under the Federal Trade Commission’s
rule governing franchise and business
opportunity relationships, a business
opportunity exists if each of the fol-
lowing elements are present.

! . The “licensee™ sells goods supplied
by the “licensor™ or its affiliates, or by
suppliers with whom the “licensor”
requires the “licensee” to do business.

The “licensor” secures outlets or
accounts for the goods or services sold
by the “licensee,” or secures locations
for vending racks or machines, or pro-
vides the services of someone who can
perform either of these functions; and

The “licensee™ is required to make a
payment of $500 or more to the “licen-
sor” or a person affiliated with the
“licensor” or a person affiliated with






