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Company Information
Fred Deluca and his family friend had opened Pete’s Super Submarines in Bridgeport Connecticut. They had received a very meager loan of just $1000, with the hopes of making them earn some money while they were in college. Struggling initially for a few years, they changed the name of the company to Subway and began its franchising from 1974. The company has franchises all over the United States and with 98 other countries with having locations in traditional and nontraditional sites alike.
Nontraditional sites are locations which are either attached, or located on the property of any existing business of any facility. On most occasions the customers are pulled over from the host location’s existing customer base. These locations can be either semi captive or even captive. Locations like situated within airports, hospitals, universities, colleges and convenience stores.
The company is in its 42nd year of franchising and it continues to be a top performing franchise. It won the fifth spot on the 2016 Entrepreneur “Franchise 500” list.
Founded:
1965
Franchising Since
1974(44 years)
Corporate Address
325 Sub Wy.
Milford, CT 06461 

CEO
Suzanne Greco
Parent Company
Doctor’s Associates
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Initial Investment
As per recent reports, the initial investment required in opening of a subway franchise is estimated between $116,600 and $263,150 along with a net worth requirement of $80,000-$310,000 and another liquid cash requirement of $30,000-$90,000.
Initial Investment for traditional locations
	

	Name of Fee
	Low
	Mid
	High

	Initial Franchise Fee
	$15,000
	$15,000
	$15,000

	Real Property
	$2,000
	$5,000
	$12,000

	Leasehold Improvements
	$85,500
	$142,100
	$194,500

	Equipment Lease Security Deposit
	$4,500
	$6,500
	$7,500

	Optional Security System
	$2,450
	$2,850
	$3,550

	Freight Charges
	$3,500
	$4,500
	$5,800

	Outside Signage
	$2,000
	$4,000
	$8,000

	Opening Inventory
	$4,400
	$5,225
	$6,050

	Insurance
	$1,200
	$1,500
	$5,000

	Supplies
	$500
	$900
	$1,300

	Training Expenses (including travel & lodging)
	$2,500
	$3,500
	$4,500

	Legal and Accounting
	$1,000
	$2,000
	$3,500

	Opening Advertising
	$2,500
	$3,250
	$4,000

	Miscellaneous Expenses (business license, utility deposits & small equipment)
	$4,000
	$6,000
	$8,000

	Additional Funds – three months
	$12,000
	$26,000
	$42,000

	Estimated Total
	$147,050
	$233,325
	$320,700


(Franchise Direct,2018)
Initial Investment for nontraditional locations
	Name of Fee
	Low
	Mid
	High

	Initial Franchise Fee
	$15,000
	$15,000
	$15,000

	Real Property
	$2,000
	$5,000
	$12,000

	Leasehold Improvements
	$29,900
	$44,750
	$77,000

	Equipment Lease Security Deposit
	$4,500
	$6,500
	$7,500

	Optional Security System
	$2,450
	$2,850
	$3,550

	Freight Charges
	$3,000
	$3,800
	$4,000

	Outside Signage
	$1,600
	$4,000
	$8,000

	Opening Inventory
	$4,400
	$5,225
	$6,050

	Insurance
	$1,200
	$1,500
	$5,000

	Supplies
	$500
	$900
	$1,300

	Training Expenses (including travel & lodging)
	$2,500
	$3,500
	$4,500

	Legal and Accounting
	$1,000
	$2,000
	$3,500

	Opening Advertising
	$2,500
	$3,250
	$4,000

	Miscellaneous Expenses (business license, utility deposits & small equipment)
	$4,000
	$6,000
	$8,000

	Additional Funds – three months
	$12,000
	$26,000
	$42,000

	Estimated Total
	$86,550
	$130,275
	$201,400


Other Fees Charged
	Type of Fee
	Amount

	Royalty
	8% of total gross sales.

	Advertising
	4.5% of total gross sales.

	Additional Funds
	Established by franchisees.

	Local Advertising
	Established by franchisees.

	Grand Opening Advertising
	$2,000

	Audit
	Overdue amount.

	Fees for Unpaid Balances (when payment is more than one week late)
	Interest charge of 12% (or maximum allowed by law where the restaurant is located) per annum on amount owed by franchisee.

	Fees for Unpaid Balances (when payment is more than one week late)
	Late fee of 10% (or maximum rate allowed by law where the restaurant is located) per annum of amount owed by franchisee may be charged.

	Fees for Unpaid Balances (when the franchisee defaults on payments because of a bank change without notice)
	$50

	Fees for Unpaid Balances (bounced check or pre-authorized draft)
	$20

	Fees for Unpaid Balances (When Subway or its affiliate incurs the expense)
	Costs of collection, including lawyers' fees.

	Transfer
	$7,500 plus $3,000 for any satellite (3,750, plus $1,500 for any satellite if the franchisee transfers to or transfers by adding their spouse or child to the franchise agreement).

	Location Rent/License Fee
	$1,000 - $6,000 per month, estimated.

	Equipment lease
	$2.70 per month per $100

	Equipment Lease (upon transfer)
	Transfer fee of 5% of buyout price.

	Equipment Lease (upon early termination)
	Early termination fee of remainder of monthly payments, limited to 18 months' payments.

	Equipment Purchase and Freight Charges
	Cost of equipment and buffer to cover freight charges, taxes, and other costs.

	Insurance
	$1,200 - $5,000 per year.

	Indemnification
	All liability, damages, and costs, including lawyers’ fees, incurred.

	Non-compete Violation
	$15,000 for each competing store plus 8% of its gross sales

	Confidentiality Violation
	The franchisor's damages.

	Trademark Violation
	$250 per day.

	Operations Manual
	$50, subject to change in the future.

	Dispute Resolution
	Half of arbitration fee, except franchisee will pay the whole fee plus costs, including lawyers' fees, management preparation time, and travel expenses if he/she withholds money from Subway or an affiliate. If the franchisee breaches the provisions of the Franchise Agreement regarding mandatory arbitration, or restrictions on damages or against whom he/she can arbitrate, or the proper forum for an action, the franchisee will pay Subway’s expenses and the expenses of anyone named improperly, including lawyers' fees; the franchisee will be liable for abuse of process.
Probationary Case Management Fee - $500; Probationary Extension Fee - $250; Interim Order Case Management Fee - $250; Litigation Expense Fee to permit sale of restaurant -5% of gross consideration received for sale of restaurant, not to exceed $5,000

	Co-Brand Continuing Fee
	0% - 8% of total gross sales of a co-brand concept.

	Fees Charged by Co-Brand Franchisor
	Fees and rates set by third party co-brand franchisor.

	Optional Store Listing Service
	$100 for each 90 day period.

	Software License and Maintenance Fees - SubwayPOS
	No monthly software maintenance fee if the restaurant is located in the United States. The franchisor may charge one in the future.
$35 monthly software maintenance fee if the restaurant is located in a territory of the United States.

	Software License and Maintenance Fees - SubShop/2000 (Co-branded locations)
	$15 menu management fee, subject to future changes. At the franchisee’s option, cost to produce software update disk, plus shipping and handling, if the franchisee prefers to receive updates for SubShop/2000 by disk or other medium.

	Progress DBMS (Co-branded locations only)
	$47 annual fee, payable to a third party, subject to future changes

	Required Payment Options
	Payment Option Fees:
- Processing Fee estimated at $.0155 per transaction.
- Interchange Fee varies for each card brand and can be changed at any time. A typical average Interchange Fee is estimated at 1.65% of transaction amount and $.04 per item. 
- Fixed Acquirer Network Fee. Amount determined by Visa, Inc. based upon your gross sales volume of all Visa-branded credit card purchases. Contact the credit card processor for more information.

	Subway Card Fees
	- Initial fee of approximately $200.
- Redemption Fee equal to 2.5% of each transaction amount that applies when Subway Card is redeemed.
- Additional Subway Card supply costs $0.10 per card.
- Subway Card envelope, POP & Marketing Materials approximately $40 annually.

	Subway MyWay Rewards Program
	Up to 1.9%, subject to any annual adjustments, of the gross sales, for each transaction made by a Subway MyWay Rewards program member at the restaurant.

	Other Technology and Digital Initiatives
	Varies as the franchisor implements various new technology initiatives.

	Customer Complaint Resolution Fee
	$2 - $20 per incident.

	Taxes and Other Fees
	Varies by State.

	Training Fee
	None; unless the franchisor grants franchisees permission to bring their store manager to training or they sign a rider which requires them to send their manager or Director of Food Services to Training Program and they cannot prove that the store manager, or Director is their employee and not a prospective franchisee, in which case franchisees must pay $7,500.

	Catering
	None; unless franchisees participate in the Call Center and Website Program in which case a fee equal to approximately 5% of each catering order will be charged to cover administrative expenses and 2% of each catering order will be allocated toward credit card processing.

	Optional Customer Experience Program Fees
	$3 per month. Also, each customer receipt redeemed for a cookie will cost approximately $.08 per cookie.

	Optional Loss Prevention Program Fees
	None; however, if franchisee fails to complete the program, Subway will charge an administrative fee of $1,000
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How to become a subway franchise
Subway organizes regular free seminars with all those who are interested in becoming a Subway franchise. They can meet with the company’s representatives. The interested person needs to be a regular attendee in organizing events and trade shows. The company runs a franchising website that has detailed information regarding the whole process of application. It also has existing franchises which are to be sold.
Subway franchise training
The company offers to its franchises training courses which are two weeks long. They teach business concepts, skills of management and its operational methods. The training is offered at the headquarters of Subway in Milford, Connecticut. The training is also available in other countries like China, India, Germany, Miami, Canada and Montreal. Most of the training is given in a classroom and also onsite at a local Subway franchise so as to have a “hands-on” experience. After the end of the two weeks’ training, all potential franchises need to pass through an exam to become a Subway franchise. The franchise requires a total number of 8 to 12 employees to run a Subway franchisee.
The company also asks the franchises to take a two part test with a focus on Math and English. The test takes approximately one hour to complete. All the newcomers at the Subway systems are required to finish the test.
Why should I take up Subway Franchise?
By joining the company any franchisee gets a great opportunity to own up a business. This business is a proven business with very low investment, simple operations, national and local support, a two week training program, national and regional advertising, flexible floor plans, ongoing learning for their owners and staff, store development assistance, lease negotiations, design support and construction guidance amongst others.
Term of Agreement and Renewal
The length of the total franchise term is about 20 years, not including satellite programs and the School Launch programs. The franchise shall automatically renew for additional term of 20 years unless if the other party chooses not to renew, this again not including satellite restaurants and the School Launch program. The company has the right to refuse their renewal if the franchises are not complying fully. (McCreary,  Leadem, Okyle, & Peterson,n.d.).
UFOC DOCUMEN
The UFOC document of the subway franchisee requires the following 23 categories to be fulfilled:
1. Te franchisor
2. Business experience
3. Bankruptcy
4. Litigation
5. Initial Fees
6. Other Fees
7. Initial Investment
8. Restrictions on Products Services
9. Financing
10. Franchisee Obligations
11. Trademarks 
12. Territory
13. List of outlets
14. Public figures
15. Renewal, termination transfer and dispute resolution
16. Contracts
17. Receipts
18. Patents, Copyright and other proprietary information
19. Obligations for the participation in the operations of the franchisee
20. Restrictions on what is to be sold
21. Claims of Earnings
22. Financial Statements
23. Franchisor’s Obligations
(Subway - Uniform Franchise Offering Circular/Franchise Disclosure Document, 2018).
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