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Te Whom It May Concern,

Please find:attachied my submission for the Senate Standing Committee for Corporations and Financial
‘services franchisinginguiry.

fcan be rc‘cﬁta’eteﬁl-by-ernail3:_3_'M'-§ﬁ'miﬁ-§feu reguire further information.

Gerry Hugh



To The Senate Standmg Cﬁmmiﬂee for Carpgmmm an d - & S n
services. :

Ex Franchisee — Whitford fcitjz, Western Aﬁgt’mlﬁ!
Gerry Hugh

I was a franchisee’ ofthe—' 'tore from Decembcr'2004 to Jtmc 2006 h1
thattnnelsawmj lost.my ) to

--'hanouxed 1he term of thc Sanchise: agreement conservatively 1
would have made about $1.95M in revenue. There was a further option for another §
year lease. At $650K per anmum would have amounted t0$3.25M, totalling about
$5.2M over the eight years. This estimate was on a weekly turnover of $1.’7_500 per
weck Thc tumover was m :rf:ahty'f -w_as -about $1 4K per week and was gmwng

-succeed” Nothmg ceuid o furt
. obstrucxmemst and a deterrent to
under: sl:ress crcatcd hy ihe Managm&atfor :

A busmf:ss hke ab kery is adent (m a relauonsknp wﬂh customers and the
continued reliance on those customers g back. What help 1 had from -
- R scrved to drive those customers away F@r instance, 1 was told 11 n } more

_ dayé' Anafher examp},e of * B 5 fy
baker. Here was 8 guy thh thﬁ ie sk

and built t:p the anti with his line' af qucstmmng and’ commem ‘On each visit a
valuable baker left after a confrontation with the technical baker. Losing a baker from
a bakery is akin to removing the femoral artery, This approach ‘was also used when
WP cnlisted 2 “star” franchisee who had a bakery in a neighbouring suburb, another
franchisee and who later sought to- imy my- ’ousmcss to assistin the: presematlon ofmy
product. This just servedto drive bakers: away with hls; pemcptmns ofa good p:rodmg oy
and-the fact that it really was: sub_}ectzve emd a matter o

This franchlsee find donisifiid tracmmg at tI:us store and there was a h1story.af ammesny e
between the head baker and this other franchisee. In addition he was. encom"ag,ed by
o o report neganveiy on my store to keep on ﬁ:mr good side :




. -eqmpmﬁnt deteriorate 'so qui

B myself

Another instance of help was- whcm the former state manager, in a loud voice infront
of a-counterful of customers criticised the cleanliness of the store. This was on the
same: day-we had an oven fire due to- poor installation, an installation @B oversaw. A
- further example of “assistance™ was @l technical baker secking to enforce the

_ rec;pe He produced a-document all bake ere to-abide by when baking the bread

in the oven. In order to comply T had my ovens recalibrated and I used an nfra.red
thermometer to check temperatures complied with the temperature chart. The product’
turned out darker than what customers were used to and wanted. There was an
immediate drop off in custoin. Counter staff were faced with a barrage of negativity
from customers. Yet, 1 had to-bake it his Way-er be breached.

The bakcry hasd ‘up-to this pmnt-recervsd five star. mtmgs even though the equipment
had been abused. My business consultant later told me he had never seen a store’s
ly. This-is after be had been inspecting the store -and
i _ratmg the perfﬁrmance %en I:t@@k over the store: 1 was: faced with massive repair
bl equipm ' ad | sased ‘but failed to tell me. This same.
. line was used: when I dld not ha:c!e. y ‘baker .gppr@achﬁd B and asked them had
~ they got a cadre of bakers that franchisees could call on; They didn’t. I advertised and
received & call from a baker who Jil} knew the reputation of drug abuse. This was
‘known to the {echnical baker who had worked with him in a prior job. Again ho
warning was issued that this guy was a drug user. They only told me after | fired him
after he turned up for work stoned out of his head. The list of “help” continued with
‘TUMErous oﬂxcr msianccs .

ads - that - __e-:nnt rcsent, as Ihad nol n-ade& I sought

" ' They refused to help. I then sought to get packaging from
other upphcrs and to my surprise found others at:a much lower price and better

service. T was told by the Regional Manager that 1- could not use them under the

ﬁanchseeagrccmentandﬂm:rﬂd’dlwouldhcbrc&ched '

The relanonsth between me -and — got. much worse following my
.dmcovcnnjg the mcrcased pmces:.chargcd a:nfi ".firrterest i soarf:mg ‘the packagmg'

' :_ o trost 1ssues as my spoilse began to dlsbélaevc mc as she: ‘was wld “l:hc “tmth” fmm'

an xmpeccable source™, Our relationship broke down and ‘my spouse stopped heipmg
me in the business. She became “the”antagonist with the assistance of

This was made worse as one of my neighbours was the training officer at @) and the
untruths were poured in to the home front and from the neighbour, which is h,xghly
tmprofcssmnal and aconflict of interest.

The worse piece of assistance was to come. Gn Easter Thursday 2006, thf:-‘busi-’é:s‘t day
of the year, eight persons from Jl} descended on my bakery on the pretext of lending
a helping hand. They stopped my production because I did not have a lid to the mixer.



The lid was broken when | took over the store. The replacement cost of a new one
from their recommended supplier was prohibitive. I sought to get a stronger and better
one made locaily rather than the imported Italian sourced product. Phil Schupp came
with me and knew the state of play and at ‘what stage of manufacture the lid was at.
On this Easter Thursday, this group which included my business consultant, stopped
production on the busiest ‘day :of the year. With late’ night trading on ‘the Easter

Thursday I'had no product to: eeII by 1630 }zaou:rs T SIlfﬁ!t‘ECf ﬁnancxa!iy that day to the -

tune of ’fheusands of’ d@llars :

In about May 2006 1'was asked by State Manager to rhc head office for a meenng I
was not aware this was an ambush. I had commenced work at 0100 hours and the
meeting was at 1400hrs; T had no sleep and was exhausted. | was not aware that
Financial Controller had come from Melboume as well. In this meeting I was told the
relationship ‘between us had broken down and my franchise agreement was going to
be terminated. In addition, they communicated to'me the §llB bank would calf up the
Joan if T did not agrec to sall my basmess te a caupie« whe had been grmned by

had aire,ady 'been sem 10 cal’i up' '
- with me: The termination. and 1

known what was happening hcfore m'e' canm d Iwas sz eiwne: 1111’: bﬁsméss 1

fomd this- very mmsual

This was to take: piace at'30 Tun 2006. I the meantime, 1 'had buﬁt & team of bakcrs
up and had turned the business around under extreme difficulties.(My relationship
with my spouse had deteriorated and we had spht and [ was finding it difficult to'find
accommodation. For the first week I lived in my car in the basement car park).
botight the busmess for $420,000 and they- oﬁ"ered e $280.000. The replacement
cost of the eqmpment alems was in-excess of $370,000. 1 had no option and was
Izteraily bullied into taking ej'oﬁ‘cr_@r 1@56'"1‘118' usiness. Thcy even szud?:th it the}r:-
-wouié temmate mie out Tp fer. =

_'-has the practmc ofi 1ssumg “’Bmac No Lces’-’- or: anymbcr of ﬂm}gs; .'Iihey had a

practice. of issuing three such breaches then sought to terminate the franchise

agreement. On each occasion they notified the {llll} bank who promptly contacted

you with warnings about calling up theloan. T lived under constant threat of breach

A breach could come for not having an “approved”™ prece of equipment. The system
was s0 trivial as to be unconscionable. On one occasion T had a meeting with my
business consultant at-1730 hours.at another. shopping centre. He could comment on
the status 'of my loan and lguidity. The only source of such information was the (D
bank. Meetings were held foﬂemng iong periods of no sleep and I was phy’smaliy
exbausted as I was-doing 20 howr days My "business consultant told me financial
details about my financial position with the-that could have.only come from the
bank. I never gave the Bank ‘or my censxﬂtan’f ‘permission to: discuss my financial

affairs.

Another issue I have is fraudulent behaviour. This was with the franchise fee, When I
bought the store, the franchise fee had 3 years to run. The bank required that the
business be for at least 5 years. SN SR cxtcoded the franchise agreement
period at a cost of $10,000 plus legal costs for a further 3 years. As the head lessee
they were also to extend the bn&mess Iease with Westfield. Th!"'i never happencd as |

.t



o “find: myseif without a home;:

F‘aumi {mt when 1 med to sell the busmess £0 — So in effect they took an
additional $10,000 ' for a business 1 did not have: after 3 years. { NI did not
refund the unused portion and kﬂ_pt it. This is just dishonest.

[ further paid top dollar for my business, I paid [N NR onzoing Royalty and
advertising levies to grow my business, yet they would bill me each time they came to my
store to;give “expert” .advice: c}r"' traiﬁing; This was a levy that was passed on to me only and
not the other franchisees. | could not afford this as [ was already struggling. 1 found @
- “very difficult to deal 'wﬁh and their behaviour oppressive and bullying. The fact that [ now
| a business:and with losses caused by them and the bank, quite
' dlstressmg l still ha,vs rmt recovered zmﬁl Iwas coerced out of my busmess a}fmcst 2 years
ago.

1 compzamd to the ACCC, .a‘kthen!g?h -the_y' eﬁd‘l. hsten "to my complaint :_and acéapted my
written statement, they did not investigate my- dﬁmgﬂéiﬁt other than to:tell me | needed to
hand them evidence. This astounding, when they have thsepewers to-obtain all records and
conduct mvestzgatrons to ﬁm‘l ail the facf:s Who. do I mm o' lf the ACCC wan ‘t.act?

e heartache ﬂx_at....-f;_‘ar_}eéiﬁsﬁig '
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