Legal update on the
Franchise Act in the
Netherlands

THIS LEGAL UPDATE IS ESSENTIAL READING FOR
FRANCHISORS AND/OR FRANCHISEES WITH ANY PART
OF THEIR BUSINESS LOCATED IN THE NETHERLANDS
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Does the Franchise Act impact your business?

Are you a franchisor or franchisee? Is

your business, or part of it, located in the
Netherlands? If you answered yes to either
of these questions, you will now have to
deal with the Franchise Act, which came
into effect in the Netherlands on 1 January
2021 (“Franchise Act”).

As from 1 January 2021, all franchise agreements will

need to be drafted in line with the Franchise Act. However,

a transitional period of two years applies for existing
agreements that have been concluded before 1 January 2021
with an expiry date later than 31 December 2022.

This update will give you a short overview of some important
changes under the Franchise Act and information on when
you need to make amendments to existing agreements.
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Important changes to franchising

under Dutch Law

Precontractual phase

An important element of the Franchise Act is strengthening
franchisees’ information position before the agreement is

in place, also known as the “precontractual phase”. As of

1 January 2021, franchisors and franchisees are required

to share certain information with each other prior to
entering into a franchise agreement, and this information in
extensive. The requirement is designed to give both parties
sufficient opportunities to assess the risks of entering into

an agreement.

The requirement is designed to give

both parties sufficient opportunities

to assess the risks of entering into an
agreement.

The franchisor must provide the franchisee with a draft
franchise agreement. More detailed financial information
has to be provided, especially by the franchisor. It is
recommendable to opt for a Precontractual Information
Document, signed by franchisor and franchisee, stating
clearly what documents had been made available to the
other party.

Standstill period

After receiving all the relevant financial information, such
as the draft agreement, a four- week “standstill” period
applies. During the standstill period the franchisor may not
add extra conditions to the agreement (at the expense of
the franchisee), impose financial burdens or obligations or
enforce payments.

This period gives the franchisee time to reflect on the
draft agreement, carry out necessary research and due
diligence, and appoint an expert to review it. Be aware - if
the franchisee decides to accept the draft agreement, the
franchisor is bound by it.

Duty to inform and right of consent

The Franchise Act also strengthens the franchisee’s position
after the agreement is in place. The franchisor now has an
ongoing information obligation towards the franchisee. If
the franchisor intends to amend the franchise agreement or
operate a derivative formula and these plans have certain
financial consequences for the franchisee, they must inform
the franchisee of its intentions. They might even have to get
consent from the franchisee before going ahead.

It is possible to include a threshold in the franchise
agreement, so that you only need the franchisee’s consent
for amendments that have financial impact beyond that
threshold. This stipulation can prevent you having to get
consent for very small amendments.



Legal break-up

The Franchise Act also includes provisions that protect the franchisee if both parties go their separate ways.
These include the following conditions.

Non-competition clause Goodwill

There is a chance that the departing franchisee wants to As a franchisee, you build up goodwill: the value you add
remain active in the same branch, but will a non-competition over the years to your company and wider business. The
clause prevent this from happening? A non-competition franchise agreement must include provisions that describe
clause will now only be valid if it is agreed in accordance how goodwill is determined, what part of it is attributable to
within the limits of the Franchise Act. The post-contractual the franchisee, and to what extent goodwill is compensated

non-competition clause must be strictly necessary to protect  if/when the agreement terminates.
the knowhow of the franchise and must be limited to one
year only.

As a franchisee, you build up goodwill: the value you add over the years to
your company and wider business.



Transitional rules

Transitional period

There are a number of obligations for the franchisor in the
Franchise Act that will require an amendment to franchise
agreements. When these amendments need to be made
depends on the effective date of the agreement.

The Franchise Act includes a transitional period of two years,
at the end of which all existing franchise agreements must
be compliant. The two-year transitional rule applies only to
franchise agreements that already existed at 1 January 2021
with an expiry date later than 31 December 2022. These
franchise agreements must be amended by that date. If an
existing franchise agreement has an expiry date earlier than
31 December 2022, the Franchise Act applies immediately

in full, meaning that the franchise agreement will need

to be amended straightaway if the franchise relationship

is continued by parties. Even if, for example, it has been
contractually agreed that the existing franchise agreement
will be automatically extended beyond 31 December 2022.

In any case, the transitional period applies to the provisions
regarding goodwill, the non- competition clause’, and the
right of consent?, where the franchisees’ is financial impact
beyond the threshold. Except for these specific provisions, the
Franchise Act applies in full for all franchise agreements that
existon 1 January 2021.

Holla legal & tax, in collaboration with TLT LLP, is happy to

guide you with implementing the Franchise Act under Dutch
law and carrying out the required amendments for existing
franchise agreements.

1 Article 7:920 Dutch Civil Code
2 Article 7:921 Dutch Civil Code.




In 2020 TLT and Holla legal & tax became strategic alliance
partners, joining forces to deliver international cross-border
services for business. From an established network of offices
in the UK, the Netherlands and beyond, TLT and Holla legal
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TLT LLP and TLT NI LLP (a separate practice in
Northern Ireland) operate under the TLT brand
and are together known as ‘TLT’. Any reference
in this communication or its attachments to
‘TLT’ is to be construed as a reference to the
TLT entity based in the jurisdiction where the
advice is being given. TLT LLP is a limited liability
partnership registered in England & Wales
number OC308658 whose registered office is
at One Redcliff Street, Bristol, BS1 6TP. TLT LLP
is authorised and regulated by the Solicitors
Regulation Authority under ID 406297.

In Scotland TLT LLP is a multinational practice
regulated by the Law Society
of Scotland.

TLT (NI) LLP is a limited liability partnership
registered in Northern Ireland under ref
NCO000856 whose registered office is at River
House, 48-60 High Street, Belfast, BT1 2BE

TLT (NI) LLP is regulated by the Law Society of
Northern Ireland under ref 9330.

TLT LLP is authorised and regulated by the
Financial Conduct Authority under reference
number FRN 780419. TLT (NI) LLP is authorised
and regulated by the Financial Conduct Authority
under reference number 807372. Details of our
FCA permissions can be found on the Financial
Services Register at https://register.fca.org.uk

Holla N.V.is a company limited by shares
incorporated under Dutch law as a legal practice.
Holla legal & tax is a trade name owned by Holla
N.V., listed in the Commercial Register of the
Chamber of Commerce in ‘s Hertogenbosch
under number 17214709. The company has

its registered office in’s-Hertogenbosch and

branches in Utrecht and Eindhoven.
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