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Buying a Janitorial Services Franchise:
Making a Clean Sweep

Washington, D.C. — So you want to be your own boss, but you have only asmall amount of money
toinvest. You may be considering ajanitorial servicesfranchise. For afee, ajanitorial service company
typically providesyou with customersand marketing, billing and collection services.

Inatypical janitorial cleaning franchise arrangement, you pay the franchisor afeefor a“ package” of
cleaning accounts. Thefee usually isabout half the grossincome the accounts are supposed to generatein
ayear. For example, for afee of $10,000, you' |l get accounts worth $20,000. You also may haveto pay
ongoing royalty or management fees.

By law, afranchisor must give you adetailed disclosure document. It is different fromthe franchise
agreement or contract. The disclosure document outlinesthe general franchise offering, including back-
ground information about the franchisor, asummary of the franchise agreement, and alist of current
franchisees. The franchise agreement or contract isthe written document that spells out thelegally binding
obligations between you and the franchisor.

The disclosure document should include:

* thetotal number of franchises, and the number of franchisesthat were terminated or not renewed

during the past year;

« evidencefor any claimsabout potential earningsor the earnings of existing franchisees;

* thecost of starting and maintaining the business;

* the names, addresses and tel ephone numbers of at least 10 franchiseeswho live closest to you;

* the background and experience of the franchisor’skey executives;

« afully audited financial statement of thefranchisor;

* any lawsuits against the franchisor or itsdirectors by franchisees; and

* theresponsibilities you and the franchisor have to each other once you’ ve purchased the franchise.
You should receive the disclosure document at least 10 business days before you pay any money or legally
commit yourself to buying afranchise.

Buying afranchiseisabig decision. Before you spend your money:

» Read the company’s disclosure document. Review it carefully to learn more about your
obligations, thelitigation history of thefranchisor and failurerates.

» Talkto other franchisees. Don't rely only on the information the franchisor givesyou. Talk to
current and former franchi sees about their experienceswith the franchisor.

» Contact your state franchise administrator. You can find the name of your state franchise
administrator by calling the North American SecuritiesAdministrators Association at
(202) 737-0900 or by visiting www.nasaa.org. You also may contact your state Attorney General
(www.naag.org) or Better Business Bureau for moreinformation.



» Get all promisesinwriting. If asalesperson tellsyou that the franchisor will give you accounts
near your home, but the written agreement definesthe geographic areamore broadly, it'swhat’sin
thewritten agreement that counts. If aprovision in the agreement isdifferent from anything you
discussed with the sal esperson, demand that the written agreement be changed to match the
promises made.

 Review the franchise agreement carefully. It’simportant to understand all the conditions of the
agreement. It controlsyour relationship with the franchisor.

« Understand your obligations. Asafranchisee, you may haveto pay royaltiesand other fees. Find out
exactly what feesyou’ || haveto pay, how much you' Il pay and how often.

* Investigate claims about potential earnings. The estimated val ue of the package of accountsyou
buy may not reflect theincomeyou’ Il earn from servicing the accounts. Find out how the company
assignsavalueto the accounts. Ask how many franchisees made the represented income and where
those franchisees arelocated.

 Be cautiouswhen financing. While financing your purchase through the franchisor may seem
appealing, theterms of the financing agreement may not be the best deal for you.

» Consider getting professional advice. Ask alawyer, accountant or business advisor to review
both the disclosure document and franchise agreement. The money and time you spend on
professional help may saveyou from abad investment.

For moreinformation, call the FTC toll-free, 1-877-FTC-HELP, and ask for the publication, Buying a Janito-
rial ServicesFranchise.

The FTC worksfor the consumer to prevent fraudul ent, deceptive and unfair business practicesin the
marketplace and to provide information to help consumers spot, stop and avoid them. To fileacomplaint,
or to get freeinformation on any of 150 consumer topics, call toll-free, 1-877-FTC-HELP (1-877-382-
4357), or use the complaint form at www.ftc.gov. The FTC entersinternet, telemarketing, identity theft
and other fraud-related complaintsinto Consumer Sentinel, asecure, online database available to hun-
dredsof civil and criminal law enforcement agenciesinthe U.S. and abroad.
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