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Sale Process – with right of first refusal  

Negotiation:  
Franchisee negotiates a 'deal' in respect of a sale 

Negotiation: with the franchisor 

No agreement reached: 
the franchisee must find a 
third party purchaser 

Agreement reached: 
with the franchisor 

SALE OCCURS to 
the franchisor 

Negotiation: with a third party 

Agreement reached: with 
the third party. 

No agreement reached: the 
franchisee must find another 
third party purchaser or 
negotiate with the franchisor 

1.  Next Step (right of first refusal): 
offer the franchisor the business on the 
same terms agreed upon with the third 
party - the franchisor will consider the 
offer 

If the 
franchisor 
exercises  its 
right of first 
refusal 

SALE 
OCCURS to 
the franchisor 

If the 
franchisor 
does not 
exercise its 
right of first 
refusal the 
sale process 
proceeds to 
steps 2 and 3 

2.  Next Steps (approval of third 
party): the franchisor considers whether 
the third party meets the criteria as an 
acceptable franchisee in the franchise 
system 

If the franchisee is approved, proceed to 
step 3 

Decision: Franchisee decides to sell 

3.  Next Steps (other requirements): the 
franchisor considers whether the other 
requirements for a transfer have been 
made (set out in the franchise agreement 
and the Code 

 

If franchisor fails to respond to the 
franchisees request for consent to a 
transfer within 42 days or fails to gives 
the franchisees reasons for the refusal 
of consent to the transfer then the 
franchisor is deemed to have consented 
to the transfer   

 
SALE OCCURS to the third party 
 

If the other 
requirements 
are satisfied 

SALE OCCURS 
to the third party 

If third party is not an acceptable franchisee or the other 
requirements for the sale have not been met and the franchisor 
advises the franchisee that it does not consent to the sale for this 
reason then the franchisee can either negotiate with the franchisor 
to rectify the problem and obtain consent or negotiate with a new 

t

Usually, the agreement will be subject to:  
 
3. the franchisor's right of first refusal;  
4. the third party being approved as a franchisee 
5. whether the other requirements for a transfer are satisfied 
 

The third party 
signs a franchise 
agreement with 
the franchisor 



  

 

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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