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Question #1:
 

My company is ready to sell its first franchise and we are attempting to prepare a disclosure document. First, where can we find information about Canadian disclosure law? Second, is there a standardized disclosure form that we can simply fill out? Also, is there a national or provincial registry where we file our disclosure document? 

Thanks to the miracle of the Internet, the actual Statute and its accompanying Regulations may be found at “www.e-laws.gov.on.ca”. Print out a copy of BOTH the Statute AND the Regulations. They are listed under separate sub-directories. The Statute and the Regulation are both listed alphabetically under their respective “BROWSE” sub-directories. Enter “A” in the relevant BROWSE sub-directory and scroll down to “Arthur Wishart Act (Franchise Disclosure), 2000”.

Fortunately for our lawyer friends (but unfortunately for the rest of us), there is no standard “form” that we can all fill out and circulate. That would be too simple. Fortunately for us (and unfortunately for our lawyer friends), the Statue and the Regulations noted above are actually written in a very specific, point-form manner. Hence, one can very simply answer the various requirements point by point. 

It is important to keep in mind that a Disclosure Document can be as much a marketing and education piece as much as a legal document. The “marketing” theme stems from the fact that a Disclosure Document provides a stage within which the franchisor can trumpet, among other things their accomplishments, strategic and competitive advantages, the effectiveness of their training and support infrastructure and management strengths. The “educational” theme arises from the opportunity to not only state various policies of the franchisor (franchise location proximity, territorial exclusivity, advertising funds, rebates, etcetera), but also explain the reasons WHY it’s done that way. Invariably, there are usually good, solid business reasons behind a given franchisor’s policies and procedures. 98% of franchise candidates reading your Disclosure Document have never investigated a franchise business before (my experience, not a “real” statistic). The Disclosure Document is therefore a significant opportunity to introduce the candidate to the “how” and “why” of franchising “best practices”. If you don’t happen to know what those “best practices” are, “Heads Up!” – it’s about time you did!

For safety’s sake, make sure a lawyer who is specifically a member of the Canadian Franchise Association (hence, presumably a specialist in Franchise Law) reviews and critiques your work. It’s a heck of a lot less expensive and well worth the investment to keep your backside out of court. Shop around; it’s a competitive world out there.

Another stroke for us “mere mortals”: there is no national or provincial registry where one needs to file disclosure documents anywhere in the Queen’s realm. There used to be a registration procedure in the Province of Alberta some 7 or 8 years ago but the Tory government (bless their miserly hearts!) did away with what was perceived to be a bureaucratic, inefficient (is this the same thing?), expensive (for the tax-payers as well as franchisors) and not-particularly-effective pre-screening process with rather severe penalties for wilful or inadvertent non-compliance by franchisors that may be imposed up to 2 years after the fact.  By the way, the Province of Ontario has adopted the same approach, as you will see when you read the Wishart Act and “Regs”.

 

Question #2:

 

What are the best Internet resources for finding information about specific franchises? What other resources exist for performing research on franchise systems?
With the Internet being as prolific as it is, needless to say there seems to be an endless river of franchise directory-type sites. My two favourites in Canada are The Canadian Franchise Association web-site at www.cfa.ca and www.franchiseopportunities.com. However, both sites are somewhat limited in the depth and detail of information they provide. 

Offline, I would suggest reference to the Bond’s Franchise Guide. This is a publication available at most bookstores that provides a rather thorough synopsis of a given franchise system. Information includes the date founded, first date franchised, number of locations (corporate and franchised), total capitalization, amount of franchise fee, royalties and ad fund contributions, if any, areas of franchise growth and extent and types of training offered. Other sources of information on a given franchise system would include Dun & Bradstreet, the given franchisor’s web site, the franchisor’s competitor’s web sites and last but certainly not least, the franchisor’s own franchisees. 

Nothing succeeds like success as they say. If there is a powerful business opportunity, telltale evidence will be found in the number of individual multi-unit franchisees (i.e. franchisees that own and operate more than one franchised business) and the average number of franchised units they respectively operate, a potential “waiting list” of qualified franchisee candidates (Tim Horton’s has approximately 3,300 qualified, money-in-the-bank, ready-to-go franchisee candidates on their waiting list) and most significantly, a lower than average franchisee “turn-over” rate (i.e., less than 5% of total franchises granted). A certain amount of franchisee “turn-over” is a normal, healthy outcome to a given business lifecycle. People retire, get bored or otherwise desire to “harvest” the fruits of their labours. It is only when the number of franchisees divesting becomes a significant percentage of the overall whole (roughly, greater than or equal to 15%) that one begins to suspect something perhaps more sinister. Of course, all of this type of information is now available through Disclosure Documents (Ontario’s, Alberta’s or as required by Canadian Franchise Association Members). If the franchisor in question does not have one, that should tell you all you need to know!
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