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20th June 2001

Dear Pat

Re: Termination of Franchise Agreement dated February 12, 1991

Further to my letter to you dated May 15th, 2001 and especially the discussion which took place on Tuesday May 29th, 2001  and conversations we have had since that date, regarding the termination of the franchise arrangement I am writing to you to formally confirm that this agreement will now terminate with effect from the close of business on August 31st, 2001.

You will appreciate that under the terms of the agreement the expiry of the initial term took place on February 12th, 2001. Under clause 5.19 you were obliged to serve me with 180 days notice of your wish to continue to operate the franchise. Despite your not having served me with such notice I did agree to consider your position and the possible continuation of the franchise agreement and in this regard we have discussed the following.

· The fact that your turnover figures have over the last 12 months been much lower than could be reasonably expected for the Putney branch taking general market conditions for that area into account and the turnover figures for our other branches at Sheen and Fulham. In this regard, I have made several suggestions to you particularly in connection with products displayed and I offered you my assistance. This sadly did not seem to elicit any type of positive or proactive response from you.

· Your accounts, in order for me to have been able to assess the viability of any continuing arrangement I requested that you give me your last two years accounts. Again sadly what you gave me did not in any way constitute proper accounts. Indeed all I received from you initially was your daily cashbook and your debtors list. I subsequently received accounts for 1999, which are now 18 months out of date. From the data you have supplied to me I am neither able to assess your future financial position nor to glean any comfort that your business operations and thus turnover will improve in the future.

Based on the above, it is with regret that I can no longer consider continuing with our franchise arrangement. You will appreciate that in order to maintain the goodwill and reputation, which we have arduously acquired over the years for the benefit of Mr Carpet’s business in its various branches I cannot allow the unsatisfactory situation in Putney to continue.

Obviously Pat, there are a number of matters which will need further detailed discussion so that we can ensure that the termination of our franchise arrangement proceeds smoothly at the end of August. These will include my knowledge of all orders being processed, of all estimates in the system, of all and any customer complaints and how we are to proceed with monies owing to you for completed orders and your debt situation. I would hope that we can work together to ensure that all these as well as issues arising from the co-terminus termination of your sub-lease arrangement on the premises can be finalised as easily as possible. I would propose, therefore, that we set an afternoon aside over the next fourteen days when we have had an opportunity to collect all the necessary information to clarify these issues. 

Yours sincerely

David Guyan

Mr Carpet Ltd

