FTC definition of franchise -

The Federal Trade Commission (FTC) definition of a “franchise” in 16 CFR § 436.1(h) states
as follows:

Franchise means any continuing commercial relationship or arrangement, whatever it may be
called, in which the terms of the offer or contract specify, or the franchise seller [franchisor]
promises or represents, orally or in writing, that:

1. The franchisee will obtain the right to operate a business that is identified or associated
with the franchisor's trademark,

ot to offer, sell, or distribute goods, services, or commodities that are identified or associated
with the franchisot's trademark;

2. The franchisor will exert or has authority to exert a significant degree of control over the
franchisee’s method of operation, or provide significant assistance in the franchisee's method
of operation; and

3. As a condition of obtaining or commencing operation of the franchise, the franchisee
makes a required payment or commits to make a required payment to the franchisor or its
affiliate.

Although exempt from FTC disclosure requirements, all agreements and relationships that
are covered by the Petroleum Marketing Practices Act (PMPA), 15 U.S.C. 2801 (e.g., gas
stations, dealer/jobber agreements), are included within the FTC definition of “franchise” and
are, therefore, subject to the procedures described below.




