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Franchising: what you need to know

Franchising allows you to operate 
a business for a defined period 
under an existing brand or system. 
The Franchising Code of Conduct 
provides you with certain rights and 
responsibilities when dealing with 
a franchisor.

The Code
The Code is mandatory across Australia and regulates the 
conduct of franchising participants towards one another. 

It includes:

	� disclosure requirements

	� good faith obligations

	� a dispute resolution mechanism 

	� a cooling-off period for potential franchisees 

	� procedures for ending a franchise agreement.

Who does the Code apply to?
The Code applies to all franchise agreements (including 
renewals, transfers or variations).

A business opportunity is a franchise if it satisfies the 
following conditions:

	� there‘s a written, oral or implied agreement between 
parties

	� one party grants to the other the right to carry 
on a business under a system or marketing plan 
substantially determined, controlled or suggested by 
them or their associate

	� the business is substantially or materially associated 
with a specific trademark, advertising or commercial 
symbol

	� the other party must pay, or agree to pay, an amount 
to the granting party or their associate before starting 
the business.

Note: if you entered into a franchise agreement before 
1 January 2015, there are certain parts of the Code that 
won’t apply to you.

Good faith
Good faith requires parties to exercise their powers 
reasonably and not arbitrarily or for some irrelevant 
purpose. Both franchisors and franchisees are required to 
act in good faith in their business dealings with one another.

The obligation to act in good faith extends to all aspects of 
the franchising relationship.

Conduct may lack good faith if one party acts 
dishonestly, for an ulterior motive or in a way that 
undermines or denies the other party the benefits of the 
franchise agreement. 

Tip: While good faith requires a party to consider the 
rights of the other party, it doesn’t require them to act 
in the other party’s interests.
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Disclosure requirements
If you’re interested in acquiring a franchise, the franchisor 
has to give you a two-page information statement 
highlighting some of the key risks and rewards 
of franchising.

If you decide to proceed with the franchise, the franchisor 
must also provide you with a disclosure document, the 
executable copy of the franchise agreement and a copy 
of the Code at least 14 days before you enter into an 
agreement or make a non-refundable payment. 

The disclosure document will contain a lot of important 
information, including:

	� operating costs and fees you’ll have to pay

	� contact details of current and former franchisees 

	� whether you have an exclusive territory

	� end of term arrangements.

The franchise agreement is your contract with the 
franchisor and sets out your rights and obligations as 
a franchisee. 

It’s important that you read the documents provided 
to you by the franchisor and seek independent legal, 
accounting and business advice (from professionals with 
expertise in franchising).  

Franchising is a business, and like all businesses, there’s 
no guarantee of success. Make sure you’ve done 
your due diligence before making a decision about a 
franchise opportunity.

Tip: Make sure you have received:

	� an information statement

	� a disclosure document

	� the franchise agreement

	� a copy of the Code.

Cooling-off period
Under the Code, a new franchise agreement can be 
terminated within seven days of:

	� entering into the agreement (or an agreement to enter 
into the agreement), or 

	� making any payment under the agreement. 

If you terminate during the cooling-off period, you’re 
entitled to a refund of all your payments, less any 
reasonable expenses incurred by the franchisor (these 
must be set out in the franchise agreement). The 
franchisor must provide your refund within 14 days.

This right to terminate does not apply to the transfer, 
renewal or extension of an existing franchise agreement.

Dispute resolution
The Code requires parties to first write to the other party 
outlining the nature of the dispute and what outcome 
they want. If the dispute remains unresolved within three 
weeks, either party may refer the matter to mediation. 
Attendance at mediation is mandatory.

Tip: The Australian Small Business and Family 
Enterprise Ombudsman (ASBFEO) can assist in 
the resolution of franchising disputes by referring 
the parties to trained mediators with commercial 
experience located across Australia. Visit the ASBFEO 
website, email info@asbfeo.gov.au or call 1300 650 460. 
The Department of Jobs and Small Business has 
responsibility as the Mediation Adviser, appointed 
under the Code. If you cannot agree on who should 
be the mediator, either party may ask the Mediation 
Adviser to appoint a mediator. Your local Small 
Business Commissioner (if available) may also be able 
to assist you with resolving your dispute.

End of agreements
The Code sets out procedures where:

	� an agreement reaches the end of its term

	� a franchisee seeks to extend their agreement

	� a franchisee proposes to transfer (sell) their agreement 
to another party

	� the franchisor proposes to terminate an agreement.

Tip: Check clauses on termination, renewal, end of 
term and transfer of the franchise, and make sure 
you’re willing to accept them.

The ACCC’s role
The ACCC regulates the Code. We have information to 
assist franchisees and franchisors to understand their 
rights and responsibilities under the Code.

The ACCC can issue infringement notices and seek 
financial penalties for certain breaches of the Code in line 
with its Compliance and Enforcement Policy.

More information
Our website: www.accc.gov.au/business/franchising.

ACCC small business report form: www.accc.gov.au/
contact-us/contact-the-accc/report-a-small-business-
issue.

ACCC small business helpline: 1300 302 502.

Subscribe to our dedicated franchising email alert 
network at  www.accc.gov.au/fin.

Free ‘Buying a Franchise’ online education program: 
This program is delivered by FranchiseED. It will help you 
to understand what’s involved with franchising. You can 
access the program at www.accc.gov.au/ccaeducation. 
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