
After examination of the financial statement of the franchisor and the duties and 
obligations of the franchisor to furnish goods and/or services to assist its franchisees in 
establishing and opening their franchise business, it has been determined that adequate 
financial resources may not be available to the franchisor for the performance of such 
obligations.  Therefore, we will require that the franchisor assure financial capability by one 
of the following means: 

A. The escrow of 100% of the franchise fee paid by a franchisee who is a 
resident of North Dakota until the obligations of the franchisor to assist the 
franchisee to establish and open his or her business are fulfilled.  

B. If the franchisor is a subsidiary of another company whose financial 
statements demonstrate an ability to perform the obligations contained in 
the franchise agreement, we will accept a guarantee of performance from 
the parent company.  The parent company shall submit, in addition to the 
guarantee of performance and its latest audited financial statements, a 
resolution of its Board of Directors authorizing the guarantee, a certificate by 
its Secretary for such resolution, and a consent to service of process and 
corporate acknowledgement for the parent company. 

C. In lieu of the escrow funds or guarantee of performance, the franchisor may 
post a surety bond in an amount equal to 100% of the franchise fee, said 
bond to be issued by a corporate surety authorized to transact business in 
the State of North Dakota.  We will require that the franchisor determine the 
number of franchises he hopes to sell in North Dakota and multiply the 
franchise fee times that number to determine the amount of the bond.  In no 
event, however, is the bond to be less than $25,000. 

D. In lieu of the escrow funds or guarantee of performance or surety bond, the 
franchisor may defer the initial franchise fees until such time as all initial 
obligations owed to franchisee under the franchise agreement or other 
documents have been fulfilled by the franchisor and the franchisee has 
commenced doing business pursuant to the franchise agreement.    

Whichever means you choose, we require the appropriate disclosure of financial 
assurance to both the Franchisee and the North Dakota Insurance & Securities 
Department.  To satisfy your disclosure to North Dakota, indicate your choice on the 
cover letter included with your franchise application filed via NASAA EFD. 

 

 

























 


