CHECKLIST FOR EVALUATING A FRANCHISOR
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	Questions 
	Franchise 1




	Franchise 2




	Franchise 3




	Franchise 4





	1. Background Basics 
	
	
	
	

	Contact Info:

Name:

Address:

Title:

Tel:

Fax:

Email

Mobile:


	
	
	
	

	Number of Years in Business


	
	
	
	

	Number of Company Units


	
	
	
	

	Number of Franchise Units


	
	
	
	

	Number of franchise units expected to be added each year


	
	
	
	

	Where will new units be located?


	
	
	
	

	Head Office Location


	
	
	
	

	Primary competition


	
	
	
	

	Ownership:

Public

Private

Principal owner


	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	Key Management

Name:

Title:

Years at Franchisor:

Name:

Title:

Years at Franchisor:

Name:

Title:

Years at Franchisor:

Name:

Title:

Years at Franchisor:


	
	
	
	

	Number of key management that has left the system in last 5 years


	
	
	
	

	Founder

Still at Company?


	
	
	
	

	2.  The Franchise
	
	
	
	

	Trademarks:

Does the Franchisor own?

Are they Federally registered?
Any history of TM litigation?


	
	
	
	

	Number of States the Franchise is registered in
	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	Where to obtain copy of UFOC and Franchise Agreement


	
	
	
	

	Is franchisor willing to negotiate or change any terms of the Franchise Agreement?

	
	
	
	

	Are there any restrictions on location of franchise sites? 

Are there any sites that are reserved to franchisor?


	
	
	
	

	What is the vision for growth for the franchise?


	
	
	
	

	Is there a franchise advisory council?
How structured


	
	
	
	

	3.  Fees and Costs:

	Projected initial investment

(not including Franchise Fee)


	
	
	
	

	Projected initial working capital required to break-even


	
	
	
	

	Initial Franchise Fee


	
	
	
	

	Royalties


	
	
	
	

	Advertising Fee


	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	Other Significant Fees

· Furniture, fixtures and equipment

· Leasehold improvements

· Franchise training

· Travel expense

· Supplies

· Advertising and brochures

· Grand-opening advertising

· Inventory

· Pre-opening staff costs

· Other


	
	
	
	

	Is the Franchise required to provide a personal guaranty

If so, of what?

Any limitations?


	
	
	
	

	Advanced payment for franchises in area development agreement


	
	
	
	

	Will the franchisor finance any of the costs?


	
	
	
	

	4.  Territory
	
	
	
	

	What territories are sold out/saturated

	
	
	
	

	What territories are available

	
	
	
	

	Typical size of Territory


	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	Is the franchise sold:

   In single units

    In multiple units

    In master franchises


	
	
	
	

	Basis for determining trade areas


	
	
	
	

	Has the franchisor conducted any market studies on the territory to ensure that it can support a franchise?

· What are the demographics required to support a franchise?

· What are the traffic counts required to support a franchise?


	
	
	
	

	What type of consumer research has the company conducted?


	
	
	
	

	5.  Franchisor Obligations:

	Training:

Location, duration and additional costs of initial training
· Operational training

· Sales training

· Management Training

· Customer Service Training


	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	Who Must attend the training

Cost of additional staff attending training

Are training materials provided


	
	
	
	

	List of Manuals:


	
	
	
	

	Identify pre-opening services:

At whose cost:

Identify grand opening assistance:


	
	
	
	

	Identify post opening services


	
	
	
	

	6.  Assistance to Franchisees
	
	
	
	

	Assistance to franchisees:

What services does the franchisor provide to assist the franchisee

· Site selection

· Lease negotiation

· Unit layout

· Identification of vendors

· Negotiation of favorable prices

· Staff recruiting

· General business advice

· Trouble Shooting

What fees are charged for the services


	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	How often does the franchisor’s staff visit a franchisee’s location
	
	
	
	

	Does the franchisor use a franchise consultant or marketing firm?

If so, who is it?

What are their roles and responsibilities?


	
	
	
	

	Can I meet that person before purchasing the franchise?


	
	
	
	

	What kind of supervision or quality control is there?


	
	
	
	

	7. Franchise Products and Services

	Description of products and services


	
	
	
	

	New products or services under consideration 

	
	
	
	

	Are the products and Services

· Needed

· Respond to a trend


	
	
	
	

	Do Franchisees have the option of being involved in testing of new products and services?


	
	
	
	

	Must the franchisee purchase products or services from the franchisor:

· Does the franchisor mark-up purchases?  If so, what %
	
	
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	· Does franchisor pass on rebates to franchisees? 

· How are the products distributed?

· How long does it take for the orders to be filled?


	
	
	
	

	Are there any restrictions on the distribution or sale of the product?

	
	
	
	

	8.  Advertising and Marketing:

	Types of national/regional advertising programs are provided by franchisor

	
	
	
	

	Any allowance or requirement for local advertising in addition to national advertising?


	
	
	
	

	Amount of annual national advertising budget

	
	
	
	

	Primary advertising/marketing media

	
	
	
	

	9.  Franchisee Qualifications:

	Minimum Financial Ability
Minimum Net Worth


	
	
	
	

	Required Experience

	
	
	
	

	Personal Guaranty required?

	
	
	
	

	Copy of Franchisor’s questionnaire

	
	    
	
	

	Questions 
	Franchise 1





	Franchise 2





	Franchise 3





	Franchise 4






	Copy of UFOC

	
	
	
	


Courtesy of:

Jeff D. Woodward, Attorney

Foltz Martin LLC

3525 Piedmont Road, N.E.

Five Piedmont Center, Suite 750

Atlanta, Georgia 30305-1541 

Telephone:      404-231-9397

Facsimile:      404-419-8267

Email:          mailto:JWoodward@FoltzMartin.com
Website:        http://www.FoltzMartin.com
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