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Updated trend analysis on the 2026 Canadian franchise market, focusing on recent shifts in the regulatory landscape,
judicial precedents regarding franchisor liability, and the current commercial credit environment.

1. Regulatory & Legal Landscape: Tightening the Safe Harbour

The regulatory climate surrounding Canadian franchising in 2026 continues to place significant emphasis on
franchisee protection and pre-sale transparency, with courts taking a strict line on disclosure compliance.

The Arthur Wishart Act (Ontario) & Other Provincial Equivalents

A dominant legal trend in 2026 is the stringent judicial interpretation of “Franchise Associates.” Courts across Ontario,
British Columbia, and Alberta have increasingly scrutinized third-party consultants, brokers, and internal sales
personnel, holding individuals personally liable if an applicant is given unauthorized, unsupported, or “off-book”
financial representations during recruitment.

« The Safe Harbour Protocol: To maintain statutory compliance and fulfill the Statutory Duty of Fair Dealing,
franchisors are increasingly structuring their discovery processes to decouple internal sales teams from financial
modelling. Utilizing independent third-party experts to assist candidates in building bank-ready business plans
creates a distinct operational buffer (a “financing firewall”), mitigating the risk of future rescission claims under
provincial franchise legislation.

Saskatchewan’s Franchise Disclosure Act & Item 20 Compliance

With the continued maturation of Saskatchewan'’s franchise framework, statutory requirements around Item 20
(Earnings Claims / Financial Performance Representations) have established a uniform benchmark across the Western
provinces.

- Candidate-Owned Pro Formas: Where a franchisor chooses to provide historical system performance data, it
must be rigorously substantiated within the Franchise Disclosure Document (FDD). Consequently, the industry
standard has shifted toward Candidate-Owned Pro Formas. Under this model, franchisors provide verified
operational cost baselines, but the prospective franchisee — working with independent advisors — inputs and
takes ownership of their revenue assumptions, substantially reducing 2-year rescission exposure under
provincial disclosure acts.

2. The Commercial Credit Environment & CSBFA Funding

Commercial lenders in 2026 maintain a disciplined, forensic approach to franchise risk adjudication, particularly for
start-up and early-stage systems.
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The Canada Small Business Financing Act (CSBFA)

The Canada Small Business Financing Program (CSBFP) remains a foundational vehicle for candidate capital, but loan
underwriting protocols have evolved:

« Document Authentication & Verification: Due to the prevalence of altered digital records (such as modified
PDF bank statements or notices of assessment), major national franchise desks (including BMO, RBC, and
Scotiabank) have implemented automated verification workflows. Applications relying on manual, unverified
document uploads are routinely flagged for extended manual audits, extending approval timelines. As a result,
lenders increasingly favour submissions backed by direct-source verification (such as read-only Open Banking
APIs and direct CRA data pulls).

« Contractor & Build-Out Audits: Underwriters are applying heightened scrutiny to leasehold improvement
estimates and general contractor quotes. To prevent quote inflation and collusive bidding, bank credit
committees are requiring line-item quote validation and verification of active contractor tax/licensing
registrations before releasing commitment letters.

Interest Rates & Capital Structure Requirements

While overnight interest rates have stabilized into mid-2026, debt service costs remain a primary focus for
commercial credit risk departments.

« Debt-Service Coverage Ratios (DSCR): Lenders are maintaining conservative DSCR benchmarks, typically
requiring 1.20 to 1.25. Pro formas must demonstrate resilient cash flow margins capable of absorbing
operational fluctuations under current debt servicing costs.

« Equity Injection Verification: Bank underwriters continue to execute strict audits regarding the source of
candidate equity. Borrowed funds, unverified personal loans, or unmapped gifts face high rejection rates; equity
contributions must be fully documented as liquid and unencumbered.

3. Market Velocity Economics: Impact of Timeline Delays

A critical macro trend in the 2026 franchise development landscape is the emphasis on Underwriting Velocity.

Submission Approach Typical Adjudication Operational Impact
Timeline
Unassisted / Standard 12-14+ weeks Extended manual document audits, frequent RFI
Submission cycles, elevated risk of candidate fatigue or drop-
out.
Direct-Source Verified 4-6 weeks Accelerated underwriter review, direct verification
Submission of asset/tax data, faster path to commitment.
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Given current opening costs, an extended funding review period does not merely delay store launches — it
represents 8 to 10 weeks of uncaptured system revenue and delayed corporate royalties. Consequently, streamlining
financial discovery through verified, third-party structures has shifted from an administrative preference to a strategic
priority for growing systems.
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