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FDD Review

This is a review of some of the elements of the FDD.  It is important that a candidate get professional help when it is needed.  

While this FDD is important when a franchisor provides this information, it is still important for you to validate the franchise system through validation calls or visit when the time comes prior to signing on the dotted line.
Below are some of the elements included in a FDD:

Items 1 through 4:  The franchisor’s background, the experience of key executives and the company’s litigation and potential bankruptcy history
Items 5 and 6: Fees charged by the franchisor  
Item 7: Estimate of the investment required to establish the business 
Item 8: Restrictions on purchasing of products to be used and sold in the unit 
Item 9: Franchisee’s obligations 
Item 10: Franchisor financing (if available) 
Item 11: A summary of the services franchisor provides relative to the franchise including training, site selection, marketing and technology systems 
Item 12: Territorial protections (if any) 
Items 13 and 14: The status of the franchise trademarks, copyrights and patents
Item 15: Obligations of the franchisee as it relates to participation in the business operations 
Item 16: Restrictions on what can be sold by the franchisee 
Item 17: Renewal, termination, transfer and dispute resolution sections  
Item 18: Public figures used to promote the franchise (if applicable)
Item 19: A description of financial performance (if provided) Note: most don’t provide because they have not collected information if a flat fee or too new or system more mature, as the agreements didn’t provide for such information to be provided to the franchisor. Others have some that work part time, some full time so it is too difficult to extract meaningful information.  Others have been advised by legal counsel to take a conservative approach and not provide such information, but this is gradually changing.
Item 20: System statistics including current and former franchisees 
Item 21: Financial Statements
Item 22: Contracts
Item 23: Receipts (you will sign to indicate Franchisor has complied with the law by providing you the UFDD.  Please be sure to provide this receipt to the Franchisor without having to be reminded which will show the Franchisor your ability to follow direction (fax or scan and email will suffice). Some now use software that provides for electronic return and acknowledgement.  You are not obligating yourself to anything at this point.  You are just stating you received the FDD.
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