
  

Breach Diagram 

Termination of a standard franchise agreement as a result of franchisee action 

  

Not resolved Resolved 

Failure is a breach of the franchise 
agreement 

Failure is not a breach of the 
franchise agreement 

Special 
circumstances 

Serious Trivial 

The franchisor must give to the franchisee 
reasonable notice that: 

• states the franchisor proposes to terminate 
the franchise agreement because of the 
breach; 

• specified what the franchisor required to 
be done to remedy the breach; 

• allows the franchisee a reasonable time to 
remedy the breach (no more than 30 days 
is necessary).

Options: 

• Refrain from 
behaviour that led 
to failure to follow 
the franchise 
system; 

• Direct action be 
taken; 

• Take no action. 

Recommendations: 

• Review franchise 
system and 
amend where 
necessary to 
ensure the 
incident does not 
arise again. 

Franchisee 
remedies breach 

in accordance 
with breach 

Franchisee 
doesn't or cannot 
remedy breach in 
accordance with 

Termination 
notice given 

Agreement 
terminated 

Agreement 
effective 

Agreement 
terminated 

Agreement 
effective 

The franchisor may terminate the 
franchise agreement immediately 
on written notice to the franchisee if 
the franchisee: 

• no longer holds a licence that the 
franchisee must hold to carry on the 
franchised business; 

• becomes bankrupt, insolvent under 
administration or an externally 
administered body corporate; 

• voluntarily abandons the franchised 
business or the franchise 
relationship; 

• operates the franchised business in 
a way that endangers public health 
or safety; 

• is convicted of a serious offence; 
• is fraudulent in connection with 

operations of the franchised 
business; or 

• agrees to termination of the 
franchise agreement. 

Agreement 
effective 

Franchisee fails to follow the franchise system 

Communications between franchisor and franchisee 
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For enquiries regarding this 
handout, please contact: 

Anna Trist | Senior Associate | Middletons  
Level 25 South Tower, 525 Collins Street, Melbourne VIC 
3000, Australia 
T: (03) 9640 4381 F: (03) 9205 2055 M: 0409 856 641  
anna.trist@middletons.com  
www.middletons.com

This material is copyright and may not be reproduced without permission of the author. 
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