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Keep It Simple

As Alberta streamlines franchise regulations. will the
other Canadian provinces follow suit?

By ANDREw A. CAFFEY

IT WASN'T LONG ago that Alberta
had a reputation among the fran-
chise community as the single most
difficult jurisdiction in the world in
which to qualify to sell a franchise.
This sparsely populated Rocky
Mountain province is the only juris-
diction in Canada to regulate fran-
chise sales, and the administrators
routincly put applicants through a
picky, mind-boggling examination
of their proposed disclosure docu-
ments. A 1980 statute, administered
by the Alberta Securities Commis-
sion Agency, required registration
as well as pre-sale disclosure of all
material facts related to the offer-
ing.
Alberta franchise examiners took
their broad discretionary power very
seriously. If a franchisor had a pros-
pect who wanted to open a location
in Edmonton, for example, that
franchisor would hear the bad -,
news from its attorney: The le- \;
gal fees for the six- to nine- \"
month registration process would Y.-%
cost anywhere from $10,000 to
$15,000.

The result? Franchisors
stayed away in droves.

All that changed in late 1995
with the advent of the new Alberta
Franchises Act. This act eliminated
the registration requirement, the ex-
pensive review by provincial regula-
tors, regulation of the substantive
provisions of the proposed franchise
agreement, and the other policics
enforced by the Securities Commis-
sion under the former law. The new
act provides for a greatly simplified
system:

*A pre-sale disclosure document
must be given to prospective fran-
chisees at least 14 days before the
prospect signs any agreement relat-

ing to the franchise or pays any
money relating to the franchise. New
regulations specify the contents of
the disclosure document, which is as
full and complete as the Uniform
Franchise Offering Circular (UFOC)
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used in the United States.

*Civil remedies are available to
franchisces injured by violations of
the new act’s requirements. If a
franchisor neglects to deliver a dis-
closure document, the franchisce has
the right to back out of the franchise
agreement. If a franchisec suffers a
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loss because of a misrepresentation
in a disclosure document, he or she
can sue the franchisor for damages.

Self-regulation of the franchise
community may be in Alberta’ fu-
ture. Under the new act, Alberta
authorities may designate “one or
more bodies to govern franchising
and to promote fair dealing among
franchisors and franchisees.” While
the act offers no details, the govern-
ing body may require membership
by franchisors and franchisees and
may adopt bylaws to ensure fair deal-
ing among members.

The act marks a substantial de-
parture from the past and offers a
fresh model of how a government
can regulate franchising, yet remain
nonintrusive. It has strcamlined the
franchise expansion process by re-
moving the delay and expense of re-
quiring the government to review
disclosure documents.

Observers report the new act has
increased the level of franchising in
Alberta. According to Canadian fran-
chise attorney Ned Levitt of the
‘Toronto firm Levitt, Beber, “We
have no statistics yet to demonstrate
the effect of the new act, bur we
have seen a definite increase of ac-
tivity among our franchisor clients
doing business in Alberta.”

FOLLOWING THEIR LEAD?

Alberta remains the only province
in Canada that regulates franchising,
although legislation has recently been
considered by Ontario and British
Columbia. The question on the minds
of a lot of Canadians is whether
other provinces will follow Al-

:"‘Ig berta’s lead.
/3 “I think the new act is a
Nr realistic and sensible ap-

proach to franchise regu-
lation, and it’s being studied
closely here in Ontario,” says Levitt,
who is a member of the Franchise
Sector Working Team that’s conduct-
ing the study in Ontario. “If Ontario
adopts franchise regulation—and that
is a strong possibility in the next two
years—then other provinces are
highly likely to follow Ontario’s lead.”

Regardless of what’s happening in




Onuario, the new Alberta Franchises
Act has opened a small window on
Canada’s regulatory future. Accord-
ing to franchise attorney Alex S.
Konigsberg of the law firm Lapointe
Rosenstein in Montreal, “The new
act is a major improvement. Alberta
may be a small province in political
terms, but it was the one province
where the franchisc relationship was
regulated and registration required. I
believe the changes in Alberta con-
firm we will not see in Canada’s fu-
ture the type of franchise registration
requirements and laws that have been
adopted in the United States.”

The new act has created an in-
triguing new concept, an appointed
self-governing body, but the regula-
tors have not yet fleshed it out. “Self-
government means different things
to different people,” says Levitt, “and
it’s not at all clear in the new act what
form it may take. Self-government
was the only subject in the act not
addressed by detailed regulations. For
now, all we have is the bare-bones
description in the statute.”

The Canadian Franchise Associa-
don has taken an important step to-
ward self-regulation by requiring its
members to provide a full disclosure
document, the Information Circular
Ghiide, to prospective franchisees. The
guide includes basic information
about the franchisor, its trademarks,
shareholders and directors; existing
franchisees; the franchisc investment;
the franchisor’s litigadon and bank-
ruptcy history; and disclosures sum-
marizing the franchise documents.

In rolling back the former law
and regulating franchises with a
Hahter touch, Alberta is pointing o
a bright regulatory future for fran-
chising throughout Canada, one of
the worlds most active franchise
marketplaces. ]

Andrew A. Caffey is a practicing
artorney m the Washington, DC, area;
the former General Counsel of the
International Franchise Association: and
an internationally recognized specialist in
Sfranchise and business opportunity I,
He can be reached by e-mail at
73023.2461@compuserve.com.

franchise; just be an entrepreneur.

New Horizons

Computer Learning Centers, inc.

It’s as simple as this; most people
don’t know which buttons to
push. With over 160 locations
worldwide, New Horizons offers
you a proven computer learning
center FRANCHISE. Asan
entrepreneur, you would own a
business that sells computer
training to the MILLIONS of
business people leaming to use

eir computer.
We can prove to you that you
don't have to be a computer
cexpert to own a New Horizons

If you want to be part of the
world's largest network of
computer training centers,
call New Horizons.

Licuid asset reqpairement: $300,000 USD (Estimare)

Leam mare by ealiing:

(714) 431-9200

Fax: (714) 241-6626
1231 East Dyer Rd., Suite 110
Santa Ana, CA 92705 « USA

ash in on the growing fast foed Industry and open an International Popeyes
or Texas/Churchs Chicken franchise®. Earn from our experience:

* 44 successful years in the industry

* 20 years International presence

¢ Developing in 23 countries and territorics

+ #2 and #3 Chicken brands in the world

* Over 2,100 restaurants worldwide, 700 company owned

b ™y « World headquarters in Atlanta and 7 internationally

Eg.._;.;: located support offices

—-g,;q:\ In 1995 we averaged onc restaurant opening every two and 2 half days.
ﬁ‘.; " ﬁ, Just imagine what we will do in 1996,

-~

J&n
~a

P R¥y [Tt

* Multi-unit territorial agreements required.
For further information call USA 770-333-3363 o 770-353-3312

This ad is not 2n offer 1o seil a franchise. An offer can only he made by Prospectus.
©1996 America’s Favarite Chicken Company.
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