Ten things to consider before
buying a franchise

Asa potential franchises, you have cerfain expactations - in patiolag
that the franchise you are about o buy will be profitable and will retain
its value. To increase your chances of meeting and surpassing these
expectations, its up toyou to investigate befare investing.

Although we can't quarantee your success, BMO Bank of Montreal®
can help you with the investigation process. We suggest you ask the
follswing questions about ten key aspects of franchise ownership. The
answers o these questions, and to others youwill no doubt think of
will help you dexide whethar a partticular franchise - or franchising
itself- is the right business dedsion foryou.

Consurmer demand for the franchisor's
product or servie

15 there strang consumer demnand for it? Is the

demand expeded to continue? -
Are there mary competitors? Gould more competitors enter the rarket
inthe rext few years?

15 the produd or serice of outstanding quality?

Huee does its quality compare to the competition?

Areyou confident you can market the franchisor’s produd successhully
inyour marketplace?

The franchisor's business irack record

What’s the story an the frandhisor's business record

and reputation?

Hawe you spoken to existing franchisees?

Hanve you contactad government consumer protection agences,
Canadian Frandhise Assodation and your local Better Business Bursau®
I5 the franchisors infastrudure cormprehensive and sable?

are there amy outstarding keqgal actions against the frandisor?

Thee proposed legal agreement
tetween yourself and the frandhisor

Haie you reviasad it with an independent lawyvar
who specializes in frandhise law?

are the terms of the agreement in line with your expectations?
Dees it cower the challenges you will face in running an independent
business?

Do fesl pressre to sign befiore you're absolutely ready?

The finanidal strength of the frandhisor &

I5 the franchisor financially strong and stable?

n Does the franchisor pravide finandal information which

wou can take to yowr acoountant?

What is the badcgrourd and experience of senior management?
are you confident the frandhisor will still b2 in business mamy years
from now?

Does the franchisor make available a “Disdosure™ document?

Thee nature of the franchize fee and
on-gaing royalty payments

-
90
Huw is the franchisor compensated?

\ i
what does the franchise fee cwer? _. ’
What do you receive in exdhange for on-going reyalty payments?

The franchiser's firancial interest o

Does the franchisor wern the land or building?
15 the franchisor prepared o go on the head lease?
Will the franchisor provide you with financial assistance?

The franchisor's plans for expansion and growth

What is the frandhisor's plan for targeted expansion?
What are the target markets for growth?

willyour franchise be lomted where the raffic and
demnand are likely t be?

Are you assured of exclusive rights to the frandisors
product and service in the area where you wish to locate?

The frandchisor's maket intelligence and
merket research capabilities

Does the frandhisor thoroughly research nee markets using
reliable and credible market research methods?

Willyou, as a potential franchisse, have access to marketing and
product infarmation regarding your industry as well & your
specific business?

What forms of ongoing field support and assistance are provided,
and how do they work?

will the frandhisor assist wou in the development of
wour business plan?

The franchisor’s people seledion diteria

Wwhat kind of people is the franchisor lonking
far as potential franchisess?
15 there a typial franchises profile?

Are there any special raining educational o ather
requirements the franchisor would ask of you?

The franchizor’s financial profile of each
franchise lacation

What is the total cost geing to b= for your franchise?
Does this include: equipment, inventory, leasehald improvements
advertising and promotion? What other costs are induded?
What is the minimum cash cormmitment youw must maks?
Has the franchiser established a pre-arranged finandal

services program for franchisees with a major
Canadian dhartered bank? 9
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