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What is a unit economics call with the franchisor?

A unit economics call is a crucial step in understanding the financial performance of a franchise.
It helps candidates gain insights into the potential profitability and viability of the business.
Here’s what you’ll typically learn:

1. Revenue Streams and Profit Margins:
o Get a breakdown of the different revenue sources and how much profit you can
expect.
o Understand gross revenue, net profit, and operating costs at the unit level.
2. Cost Structure:
o Learn about initial investment costs, ongoing royalties, marketing fees, and other
recurring expenses.
o Understand variable and fixed costs, including labor, rent, inventory, and other
operating expenses.
3. Average Unit Performance:
o Get benchmarks for average unit sales, gross margins, and net income.
o Understand the range of performance (best, worst, and average) among
franchisees.
4. Cash Flow and Breakeven Timeline:
o Discuss expected cash flow patterns and how long it takes most franchisees to
reach profitability.
o Learn about the breakeven timeline and how it varies by market and location.
5. Financial Support and Profitability Projections:
o Gain insights into financial support provided by the franchisor (e.g., lending
partners or incentives), if any.
o Review profitability projections and expectations for the first few years of
operation.



How to prepare for a unit economics call.

1. Review the Franchise Disclosure Document (FDD) - Item 19:
o Item 19 of the FDD contains financial performance representations (if provided).
Study these figures to understand what is already disclosed.
o Write down any questions about figures that seem unclear, particularly related to
revenue, costs, or profitability.

**NOTE: We will send you a resource on how to interpret the FDD separately.

2. List Your Financial Questions:
o Prepare questions around revenue streams, average unit volume (AUV), typical
expenses, and margins.
o Ask about high-performing vs. underperforming units to understand the potential
range of outcomes.
3. Analyze Market-Specific Factors:
o Consider how unit economics may vary based on market conditions, location,
and customer demographics.
o Prepare questions on how these factors could impact your specific area or target
market.
4. Ask for Examples and Anecdotes:
o Ask about the challenges faced in hitting those numbers and what successful
franchisees do differently.
5. Understand Key Performance Indicators (KPIs):
o Ask about the most important KPlIs for measuring success in the franchise (e.g.,
sales per square foot, customer retention).
o Clarify how to track and improve these KPIs over time.
6. Prepare to Discuss Your Own Financial Goals:
o Be ready to share your financial goals and timeframes to see how they align with
the typical franchisee experience.
o Ask for advice on setting realistic financial expectations based on the franchisor's
experience.
7. Understand Support and Resources:
o Prepare questions around what kind of ongoing financial and operational support
the franchisor provides to help improve unit economics.
o Clarify how they assist with controlling costs and boosting profitability.

By preparing in these ways, you can ensure a productive unit economics call and better
understand the financial opportunity and challenges of the franchise you're considering.

Please reach out with any questions you may have. 541 299-5104



As you progress in the discovery process, I've attached some information to help you prepare
for your upcoming unit economics call with the franchisor. This call is a great opportunity to dive
into the financial performance of the franchise.

To get the most out of the conversation, take a look at the details we’'ve shared and jot down
any questions from this resource.

Please let us know if you need any further clarification before the call!



