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(u) Signature means a person’s affirmative step to authenticate his or her
identity. It includes a person’s handwritten signature, as well as a person’s
use of security codes, passwords, electronic signatures, and similar devices
to authenticate his or her identity.
(v) Trademark includes trademarks,
service marks, names, logos, and other
commercial symbols.
(w) Written or in writing means any
document or information in printed
form or in any form capable of being
preserved in tangible form and read. It
includes: type-set, word processed, or
handwritten document; information on
computer disk or CD-ROM; information
sent via email; or information posted
on the Internet. It does not include
mere oral statements.

Subpart B—Franchisors’
Obligations

wreier-aviles on DSK5TPTVN1PROD with CFR

§ 436.2 Obligation
ments.

to

furnish

docu-

In connection with the offer or sale
of a franchise to be located in the
United States of America or its territories, unless the transaction is exempted under subpart E of this part, it
is an unfair or deceptive act or practice
in violation of Section 5 of the Federal
Trade Commission Act:
(a) For any franchisor to fail to furnish a prospective franchisee with a
copy of the franchisor’s current disclosure document, as described in subparts C and D of this part, at least 14
calendar-days before the prospective
franchisee signs a binding agreement
with, or makes any payment to, the
franchisor or an affiliate in connection
with the proposed franchise sale.
(b) For any franchisor to alter unilaterally and materially the terms and
conditions of the basic franchise agreement or any related agreements attached to the disclosure document
without furnishing the prospective
franchisee with a copy of each revised
agreement at least seven calendar-days
before the prospective franchisee signs
the revised agreement. Changes to an
agreement that arise out of negotiations initiated by the prospective
franchisee do not trigger this seven
calendar-day period.

(c) For purposes of paragraphs (a) and
(b) of this section, the franchisor has
furnished the documents by the required date if:
(1) A copy of the document was handdelivered, faxed, emailed, or otherwise
delivered to the prospective franchisee
by the required date;
(2) Directions for accessing the document on the Internet were provided to
the prospective franchisee by the required date; or
(3) A paper or tangible electronic
copy (for example, computer disk or
CD-ROM) was sent to the address specified by the prospective franchisee by
first-class United States mail at least
three calendar days before the required
date.

Subpart C—Contents of a
Disclosure Document
§ 436.3 Cover page.
Begin the disclosure document with a
cover page, in the order and form as
follows:
(a) The title ‘‘FRANCHISE DISCLOSURE DOCUMENT’’ in capital letters
and bold type.
(b) The franchisor’s name, type of
business organization, principal business address, telephone number, and, if
applicable, email address and primary
home page address.
(c) A sample of the primary business
trademark that the franchisee will use
in its business.
(d) A brief description of the franchised business.
(e) The following statements:
(1) The total investment necessary to
begin operation of a [franchise system
name] franchise is [the total amount of
Item 7 (§ 436.5(g))]. This includes [the
total amount in Item 5 (§ 436.5(e))] that
must be paid to the franchisor or affiliate.
(2) This disclosure document summarizes certain provisions of your franchise agreement and other information
in plain English. Read this disclosure
document and all accompanying agreements carefully. You must receive this
disclosure document at least 14 calendar-days before you sign a binding
agreement with, or make any payment
to, the franchisor or an affiliate in connection with the proposed franchise
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sale. [The following sentence in bold
type] NOTE, HOWEVER, THAT NO GOVERNMENTAL AGENCY HAS VERIFIED THE INFORMATION CONTAINED IN THIS DOCUMENT.
(3) The terms of your contract will
govern your franchise relationship.
Don’t rely on the disclosure document
alone to understand your contract.
Read all of your contract carefully.
Show your contract and this disclosure
document to an advisor, like a lawyer
or an accountant.
(4) Buying a franchise is a complex
investment. The information in this
disclosure document can help you
make up your mind. More information
on franchising, such as ‘‘A Consumer’s
Guide to Buying a Franchise,’’ which can
help you understand how to use this
disclosure document, is available from
the Federal Trade Commission. You
can contact the FTC at 1-877-FTCHELP or by writing to the FTC at 600
Pennsylvania Avenue, NW., Washington, D.C. 20580. You can also visit
the FTC’s home page at www.ftc.gov
for additional information. Call your
state agency or visit your public library for other sources of information
on franchising.
(5) There may also be laws on franchising in your state. Ask your state
agencies about them.
(6) [The issuance date].
(f) A franchisor may include the following statement between the statements set out at paragraphs (e)(2) and
(3) of this section: ‘‘You may wish to
receive your disclosure document in
another format that is more convenient for you. To discuss the availability
of disclosures in different formats, contact [name or office] at [address] and
[telephone number].’’
(g) Franchisors may include additional disclosures on the cover page, on
a separate cover page, or addendum to
comply with state pre-sale disclosure
laws.
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Table of contents.

Include the following table of contents. State the page where each disclosure Item begins. List all exhibits
by letter, as shown in the following example.
TABLE OF CONTENTS

1. The Franchisor and any Parents, Predecessors, and Affiliates
2. Business Experience
3. Litigation
4. Bankruptcy
5. Initial Fees
6. Other Fees
7. Estimated Initial Investment
8. Restrictions on Sources of Products and
Services
9. Franchisee’s Obligations
10. Financing
11. Franchisor’s Assistance, Advertising,
Computer Systems, and Training
12. Territory
13. Trademarks
14. Patents, Copyrights, and Proprietary Information
15. Obligation to Participate in the Actual
Operation of the Franchise Business
16. Restrictions on What the Franchisee May
Sell
17. Renewal, Termination, Transfer, and Dispute Resolution
18. Public Figures
19. Financial Performance Representations
20. Outlets and Franchisee Information
21. Financial Statements
22. Contracts
23. Receipts
EXHIBITS
A. Franchise Agreement
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Disclosure items.

(a) Item 1: The Franchisor, and any
Parents, Predecessors, and Affiliates. Disclose:
(1) The name and principal business
address of the franchisor; any parents;
and any affiliates that offer franchises
in any line of business or provide products or services to the franchisees of
the franchisor.
(2) The name and principal business
address of any predecessors during the
10-year period immediately before the
close of the franchisor’s most recent
fiscal year.
(3) The name that the franchisor uses
and any names it intends to use to conduct business.
(4) The identity and principal business address of the franchisor’s agent
for service of process.
(5) The type of business organization
used by the franchisor (for example,
corporation, partnership) and the state
in which it was organized.
(6) The following information about
the franchisor’s business and the franchises offered:
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