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On October 1, 2012, The Franchises Act came

into force in Manitoba (the “Act”). The Act
seeks to formally regulate the relationship
between franchisors and franchisees in
Manitoba. Traditionally, the relationship
between these two parties (in Manitoba) has
been governed by contract law, with the
balance of power typically resting with the
franchisor. The Act attempts to regulate this
imbalance.

From a national perspective, provinces and
territories have been slow to formally regulate
franchises. Ontario and Alberta were the first
to enact franchise legislation, and with the
help of national organizations like the
Canadian Franchise Association; New
Brunswick, Prince Edward Island and now
Manitoba have followed suit. British Columbia
enacted its franchise legislation in February
2017, making it the sixth province to regulate
franchises.

All franchise legislation in Canada is constructed similarly, and tend to focus on three areas:

1. Pre -Sale Disclosure - Pre-Sale disclosure is a key principle of franchise statutes. Franchisors are
required to deliver a disclosure document to a prospective franchisee within a certain period of time
before the franchisee enters into an agreement with the franchisor.

2. Right to association - The Act legislates that every franchisee has the right to communicate and share
information with every other franchisee in the franchise.

3. Duty of fair dealing - This is perhaps the most important provision. It imposes on each party a duty of
fair dealing in the performance and enforcement of the Franchise Agreement.

What does this mean for businesses wishing to create or become part of a franchise in
Manitoba? The Act is essentially a guide to create transparency between the two parties.
Practically speaking, both parties must ensure that their roles and responsibilities are
articulated in two documents, the Franchise Agreement and the Disclosure Statement.

A. The Franchise Agreement

The Franchise Agreement is an agreement between the parties defining the relationship
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moving forward. The Franchise Agreement should touch upon the following:

1. Advertising - this will include advertising budgets and the territory given to the franchisee by the
franchisor.

2. Intellectual property - the franchisor should list ways in which its’ protected trademarks and goodwill
are to be used by the franchisee.

3. Leasing - It is important that any Lease entered into by the franchisee is congruent with the duration
of the Franchise Agreement.

4. Suppliers - The franchisee should be given clear protocol of how to contact and do business with the
franchisor’s suppliers and dealers.

5. Conduct -Typically the franchisor provides the franchisee with a manual outlining the practises and
policies of the franchise.

B. Disclosure Statement

The Disclosure Statement sets out the financial and business information that the franchisor
must disclose to the franchisee prior to the finalization of the Franchise Agreement.

For example, the franchisor must disclose to the franchisee the following:

1. The length of time the franchisor has been in business;

2. The franchisor’s financial statements;

3. Any restrictions on suppliers, products or markets; and

4. A list of any franchisees that have gone out business and their contact information.

The foregoing is just a small sample of the requirements under the Act. Franchisors and
Franchisees must ensure they are properly conducting business under the new regime. The
Act can be beneficial to both sides as it creates a template for the franchise model to operate
with transparency and efficiency.

This article was written by Mike Guthrie, former Lawyer of TDS.

DISCLAIMER: This article is presented for informational purposes only. The content does not
constitute legal advice or solicitation and does not create a solicitor client relationship. The views
expressed are solely the authors’ and should not be attributed to any other party, including
Thompson Dorfman Sweatman LLP (TDS), its affiliate companies or its clients. The authors make no
guarantees regarding the accuracy or adequacy of the information contained herein or linked to via
this article. The authors are not able to provide free legal advice. If you are seeking advice on
specific matters, please contact Keith LaBossiere, CEO & Managing Partner at kdl@tdslaw.com, or

www.tdslaw.com | ©2024 TDS Law. All rights reserved.


https://www.tdslaw.com

THOMPSON
@é\@ DORFMAN
SWEATMAN

204.934.2587. Please be aware that any unsolicited information sent to the author(s) cannot be
considered to be solicitor-client privileged.

While care is taken to ensure the accuracy for the purposes stated, before relying upon these

articles, you should seek and be guided by legal advice based on your specific circumstances. We
would be pleased to provide you with our assistance on any of the issues raised in these articles.
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