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We need regional representatives to help with our UK franchising.  What structure and documents 

do you suggest? 

Franchisors approach this in different ways so please take legal and tax advice.  Three of the most 

common options are 1) using your own personnel 2) using a master franchisee structure and 3) using 

external service providers.   

The first option means that you recruit managers (who could be based regionally).  This usually 

involves no more than employment agreements.  Advantages include direct control, profits and 

revenue coming to you, and franchise agreements being directly with you.  Disadvantages include 

higher overheads for you, potentially a less incentivised representative (although you could offer 

bonus payments) and the risk of resignations. 

The second option involves a master franchise agreement with the representative, who then grants 

franchise agreements to franchisees in their territory.  Usually you take an upfront payment from 

the master franchisee and then ongoing payments based on their revenue from franchisees.  

Advantages include an incentivised local representative, lower overheads for you, and the benefit of 

ongoing fees.  However, disadvantages include loss of control (in particular because the franchise 

agreement is not with you, which can be a concern on termination of the master franchise), risks 

from what is effectively a “multi-tier” arrangement and lower profits than the first option. 

The third option is similar to the second but you enter a services agreement with the representative 

who refers the franchisees to enter the franchise agreement directly with you.  The financial 

structure can be identical in result to a master franchise agreement, so that the “regional principal” 

(the name is not important) pays  you an upfront fee and you end up with an equivalent percentage 

of the ongoing fees to the master franchisee structure.  The difference is that you receive the 

franchisee fees and pay the regional principal rather than the other way round.  The advantages are 

similar to the second option but with less disadvantages because the franchise agreements are 

under your direct control and there is no multi-tier arrangement. 
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