Evaluating a Franchise
For the prospective franchisee, researching information about Franchisors is a time consuming, but necessary task. Consider the following steps:

Step 1.  Review Franchisor Marketing Material.
· Pick up or order brochures, videos, and visit the franchisor’s website.

· Review the materials with your business partners.

· Review against materials from other franchisors in the same industry

Step 2.  Talk with and Interview Franchisor representative.
· Use the guide attached to ask common questions of the Franchisor so that you can compare your franchise prospects.
· Ask additional questions, and follow-up questions.

· There are no stupid questions.

Step 3.  Complete Franchisee Questionnaire / Application.
· Fill in all parts, and think carefully through how you want to present your experience.

· Anticipate what is important to the Franchisor

· Prepare a personal financial statement. 

· This will put you on the Franchisor’s radar screen as an interested candidate

Step 4.  Obtain Copies of Franchisor’s Disclosure Documents.

· You will be given a copy of the Franchisor’s Offering Circular (UFOC).

· Review all 23 areas of disclosure carefully.  Make notes as to questions you may have.

· Review carefully all terms of  the Franchise Agreement and other agreements to be signed in connection with becoming a Franchisee (attached to UFOC)

· Seek legal advice in reviewing the UFOC and Franchise Agreement, and understand what, if anything may be negotiated.

· Review Franchisor’s financial statements (attached to UFOC).

· Seek accounting advice in reviewing the reports and any earnings claims.

Step 5.  Interview Franchisees:

· The UFOC will give you a list of current franchisees.  Call to set up interviews with as many as you can., single unit owners, multiple unit owners and any sub-franchisees.  Make sure there is a mix of those that lease and those that own, new franchisees and old franchisees, happy and unhappy franchisees.  
· Although they may be reluctant, inquire about operating costs, profits, and other financial performance indicators.  Ask if they would open a new unit.

· Inquire regarding franchisor assistance, marketing and advertising, etc.

· Ask for references to former franchisees, and set up interviews to find out why they are no longer a part of the franchise system.  Find out why they failed or were dissatisfied.
Step 6.  Site Visits with Franchisees
· Set up site visits with 5-10 franchisees.

· See if you can work in their stores for a few days.  

· Interview employees, managers, and general managers.

· Visit with investors or silent partners

Step 7.  Visit Franchisor’s Home Office
· Visit with Franchisor’s staff.  See them in action.

· Try to sit in on a training session.

· Visit corporate office

· Visit product development center

· Review data collected from franchisee interviews and site visits and confirm with franchisor.

· Review answers and date collected from visit with franchisor and confirm with franchisees.

Review and re-visit any step if you are not satisfied.  The more franchises you investigate, the better you will be able to compare and contrast the businesses, and find the franchise that is right for you.
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