
The day-to-day demands 
made on franchisees are 
inarguably onerous, so it is 
understandable that many 
owners have not given due 
consideration to the crucial 
question: What will happen 
to my franchise in the event 
of my death or disability? 
On the death or disability of a franchisee, it 
is essential that the business (or shares in the 
business) be transferred to a suitable successor 
and that the disabled owner (or his/her deceased 
estate) receive market value. In this way, the owner 
realises the monetary value of years of tireless 
dedication and the business is able to continue to 
the benefit of all stakeholders including employees, 
customers and the franchisor. 

A buy and sell arrangement is one way to achieve 
this outcome. Such an arrangement typically 
involves a written agreement compelling the 
disabled owner (or deceased estate) to sell and 
the successor to buy. The market value of the 
business (or shares therein) is (are) recorded in 
the agreement and adjusted from time to time. 
In addition to the agreement, the successor 
takes out an insurance policy on the life of the 
owner, the proceeds of which will pay out on 
death or disability, thereby providing the funding 
mechanism for the sale.

Financial Solutions for Business Owners

Is there alignment
between your franchise agreement 
and the preventative business 
continuity measures of the franchisee? 
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Where there are two or more owners of the 
franchise business, the prospective purchasers 
would typically be the remaining owners. Where 
a franchise has a sole owner, a buy and sell 
arrangement could be entered into between 
the owner and an employee or perhaps another 
franchisee.

Buy and sell arrangements can be challenging to 
implement in the context of franchising, as the 
franchise agreement normally places restrictions 
on the sale of ownership and pre-approval of 
prospective owners by the franchisor is usually 
a requirement. When entering into such an 
arrangement it is therefore peremptory that the 
franchisor be consulted and the buy and sell 
agreement should be brought into line with the 
franchise agreement in order to ensure legality.

Franchisees are advised to heed the words of 
Richard Cushing: “Always plan ahead. It wasn’t 
raining when Noah built the ark.” 

Our next article will tell you how to create an 
employee benefit structure to attract and 
keep middle management.

Phone us on 0860 100 539 to arrange 
a meeting with a Financial Planning 
Specialist to ensure that your franchise 
agreement is aligned with the business 
continuity measures of the franchisee.   
You can also send a service request to 
sme@sanlam.co.za or visit us at  
www.sanlam.co.za/sme


