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the business, unless the new agreement
contains terms and conditions that dif-
fer materially from the original agree-
ment. It also does not include the
transfer of a franchise by an existing
franchisee where the franchisor has
had no significant involvement with
the prospective transferee. A
franchisor’s approval or disapproval of
a transfer alone is not deemed to be
significant involvement.

(u) Signature means a person’s affirm-
ative step to authenticate his or her
identity. It includes a person’s hand-
written signature, as well as a person’s
use of security codes, passwords, elec-
tronic 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

§436.2 Obligation to furnish docu-
ments.

In connection with the offer or sale
of a franchise to be located in the
United States of America or its terri-
tories, unless the transaction is ex-
empted 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 fur-
nish a prospective franchisee with a
copy of the franchisor’s current disclo-
sure document, as described in sub-
parts 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 unilat-
erally and materially the terms and
conditions of the basic franchise agree-
ment or any related agreements at-

§436.3

tached 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 negotia-
tions 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 re-
quired date if:

(1) A copy of the document was hand-
delivered, faxed, emailed, or otherwise
delivered to the prospective franchisee
by the required date;

(2) Directions for accessing the docu-
ment on the Internet were provided to
the prospective franchisee by the re-
quired date; or

(3) A paper or tangible electronic
copy (for example, computer disk or
CD-ROM) was sent to the address speci-
fied 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 DISCLO-
SURE DOCUMENT” in capital letters
and bold type.

(b) The franchisor’s name, type of
business organization, principal busi-
ness 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 fran-
chised 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 affil-
iate.
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