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Introductory note 

This precedent is a basic franchise agreement, to be entered into between a franchisor and a 
potential franchisee. 

Franchising is not a business itself, but a way of doing business.  Essentially, a franchise 
agreement records the respective responsibilities of the franchisor and the franchisee (and 
sometimes others) in the delivery of a relatively homogenous customer experience, across a 
network of businesses, which operate under the same brand. 

The respective responsibilities can differ substantially between franchise systems, so this 
precedent should be used as a starting point, and a general guide only. 

Using this precedent 

Practitioners should have regard to the notes and comments within this precedent, and consider 
consulting a colleague who specialises in franchising.  Specialists are likely to be able to provide 
insight into typical structures, obligations and fees across the industry, and other business and 
strategic issues. 

Within this precedent, there are several references to clauses from the Franchising Code of 
Conduct, which is located in Schedule 1 of the Competition and Consumer (Industry Codes—
Franchising) Regulation 2014 (Cth) (Franchising Code of Conduct). These references should be 
checked, and clauses of this agreement drafted having regard to the relevant provisions of the 
Franchising Code of Conduct.  In several cases (for example, in relation to restraints) there are 
various alternatives, depending on how the franchisor wishes to proceed. 

This precedent should be used as a starting point and general guide, and considered in the context 
of a number of issues, including those listed below. 

Rights of parties 

Practitioners should consider who owns the various tangible and intangible assets involved in the 
delivery of goods or services to a customer via the franchise network. 

Assuming the franchisee will be operating the business, consider: 

• what rights need to be granted to the franchisee to enable this to occur;

• to whom are the rights granted, and by whom;

• whether there are any limits on the rights in terms of geography, premises, customers,
method of sale, etc;

• for how long the rights will be granted, including further options if the business



Franchise agreement 

This franchise agreement is dated [date] 

between: 

[franchisor name] of [address] (Franchisor) 

and: 

[franchisee name] of [address] (Franchisee) 

and: 

the parties described as the Principals at item 1 of schedule 1 to this agreement (Principals). 

BACKGROUND 

A. The Franchisor has developed the System and Image, which are certain business
procedures and systems together with a distinctive and valuable name, image and reputation
associated with the Franchised Business.

B. The System and Image require franchisees to differentiate themselves from others supplying
similar goods or services [optional: by [include points of differentiation, if applicable]].

C. The Franchisee desires to carry on the Franchised Business, in accordance with the System
and the Image.

D. The Franchisee and the Principals have requested that the Franchisor grant to the
Franchisee a Franchise.

E. The Franchisor has agreed to grant the Franchise to the Franchisee on the terms and
conditions set out in this agreement, which the Franchisee and the Principals have accepted.

OPERATIVE PROVISIONS 

1 Definitions 

In this agreement the following definitions apply: 

Approved Products and Services means the range of goods and services to be supplied by 
the Franchisee to Customers as described in detail in this agreement and the Manual. 

Business Name means [business name]. 

Code means the Franchising Code of Conduct prescribed as a mandatory code pursuant to 
Competition and Consumer Act 2010 (Cth) section 51AE. 

Commencement Date means [date]. 

Confidential Information means any confidential or commercially sensitive or valuable 
information belonging to the Franchisor, concerning the System, the Image, the Network or 
the Franchisor, and includes the Manual, any price lists relating to the Approved Products 
and Services, any Customer lists and client information, any financial information concerning 
the Franchisor, the mode of operation, methods, advertising, publicity, trade secrets, 
technical information, and any other document on which the word "confidential" has been 
marked. 

Customer means any customer of the Franchised Business. 

Default Interest Rate means the rate per annum of 2% higher than the rate fixed for the time 
being under Penalty Interest Rates Act 1983 (Vic) section 2. 



Suitability of Premises 

The parties acknowledge that the Premises has been selected by the Franchisee, and the 
Franchisor accepts no responsibility whatsoever for the suitability of the site for the conduct 
of the Franchised Business. 

New centres 

The Franchisor reserves the right to carry on, or authorise any other person to carry on, a 
business selling the Approved Products and Services at any new shopping centre 
constructed subsequent to the Commencement Date within the Territory. 

Online sales 

Nothing in this agreement prevents the Franchisor selling, or authorising any other person to 
sell, the Approved Products and Services via the internet or via any other means other than a 
fixed retail location to Customers located within the Territory.] 

8 Renewal of Term 

(a) Within 10 months, but not less than 7 months, before the expiration of the Term, the
Franchisee must notify the Franchisor in writing if it desires to extend the Term of the
agreement for the Further Term. [Drafting note: This timeframe has been used so that
the franchisee has to exercise its renewal option before the 6 month period under
clauuse 18(2) of the Code commences requiring end of term notification by franchisor.
Reduce the notice period to 2 months if the term of the franchise agreement is less
than 6 months, where clause 18(2) requires that 1 month’s notice to be given].

(b) Where the Franchisor has not received a notice from the Franchisee within the
required time period, the Franchisor will not be entitled to advise the Franchisee that
the Franchise has expired unless and until the Franchisor:

(i) sends to the Franchisee a written notice advising the Franchisee that the
Franchise has not been renewed; and

(ii) has allowed the Franchisee a further 28 days to exercise the Franchisee's option
to renew.

(c) The Franchisor must not unreasonably withhold its consent to a request for a renewal
of the Franchise for the Further Term, where that renewal is on similar terms and
conditions as set out in this agreement (except that no initial Franchise Fee is be
payable), if:

(i) the Franchisee is not in default under this agreement;

(ii) the Franchisee has substantially complied with all the terms and conditions of
this agreement throughout the Term; and

(iii) the Franchisee has executed the Franchisor's then current franchise agreement
(except no initial Franchise Fee is payable).

(d) To assist the Franchisee in the renewal process, the Franchisor must notify the
Franchisee in writing at least 1 month before the expiration of the period referred to in
clause 8(e):

(i) of the date upon which the agreement will expire, unless renewed; and

(ii) the final date for renewal pursuant to clause 8(e).

If the Franchisor fails to give this notice, the period referred to in to clause 8(e) will be 
extended until 1 month after it does so. 

(e) If the Franchisee continues to operate the Franchised Business at the expiration of the
Term, or any Further Term with the approval or acquiescence of the Franchisor, the
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