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INTRODUCTION 

In this project we are going to learn about sports franchise agreements and also learn about the law which it is based upon 
with some case analysis. 
 
OBJECT OF THE STUDY 

• To know how sports franchise agreements enforced. 
• To know what’s its influence in real life. 

 
SCOPE OF THE STUDY 
The topic is limited to the elements like: 

 What is its influence on public? 
 What are basics of sports franchise agreements? 

 
Research Methodology 

A doctrinal study is the present research effort. The study and analysis of the subject was conducted in a descriptive, 
structured and methodical way. The doctrinal approach was used for the thorough analysis and scientifically, rationally and 
systematically new dimensions of the many parts of the issue. Resources such as books, journals, papers, case law, etc. have been 
gathered in research. 

 
Research Objective 

 To analyze the constituents and features of sports franchise agreement  
 To evaluate the scope of sports franchise agreement in India    

 
Research Questions 

 What are the interpretations of the sports franchise agreement by the Indian courts? 
 How sports franchise agreements differed from other general forms of agreement? 
 What are the important constituents of an agreement to be perceived as a sports franchise agreement?  

 
Globalization has ushered in a new era of business, one of franchise ownership. Burger King, KFC, Adidas, Reebok, 

Walmart, and a slew of other international and domestic brands dominate the Indian market. We'll look at the legal difficulties that 
occur in various types of franchise businesses in India in this post. 

 
There are two primary advantages to franchising. Firstly, it should be seen as a low-risk alternative for the franchisor to 

invest in and build its own sites. Secondly, although the success of the franchisor depends on the performance of the franchisor, the 
franchisee is more motivated that the franchisor's direct employee to secure success since the franchisor has a direct part in the 
franchised business. In addition, franchise agreements make it possible for members to join a larger organization rapidly while 
keeping control over their individual businesses. 

 
The franchise concept has become a global sporting and sporting company. There are a wide range of sport franchising 

possibilities in India, ranging from academic boot camps for youngsters to fitness and spa facilities. The sports industry is growing 
quickly. Indeed, in terms of employment and money the sport business is today seen as one of the world's most important sectors. A 
large worldwide demand is driving it. Every year, sport and all its surrounding industries make revenue in the amount of over $250 
billion. The business concept of franchise in the Indian market has already been developed. We thus need to know the legal advice 

Top-class talent is necessary for competitive sports to continue to grow. In addition, in an atmosphere that is both healthy and 
friendly to healthy competition, it must be a robust scouting system. The written contract becomes essential as a result of these 
observations. The lawyer should make sure that such requirements are satisfied by the contract. 
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All role, treatments and negative effects, should be fully explained. Nothing should be left to chance. While sports and its 

principles may be impressive, they are hazardous and must be addressed with prudence, like any other industry. 
The structure of a basic franchise agreement for a sports-related firm is outlined in this article. 
 
What is a Franchise? 

Franchisees are businesses where a parent firm offers its business strategy and brand name to a third party. Individuals own 
and run franchises, but they are branded and supervised by much bigger international corporations. 

 
Franchising is the way a business is operated by some or all components of a successful company. Companies in the past 

provided distributors in return for the right to sell a product in a specific market, more recently, however, there has been the idea of 
franchising in which a corporation licenses another company to operate under its name and utilizes the parent company's knowledge to 
create a successful company. 

 
The term "franchise" is not defined under Indian law. To put it another way, franchising is a means of distributing goods and 

services. 
 

“Enforceability and validity of the franchising agreement in India” 
 

As every franchise agreement is really a contractual connection, the Indian Contract Act, 1872 ("Contract Act") would apply 
to all franchising arrangements. 
 

In India, unlike the United States, portions of Europe, Japan, or other industrialized countries, franchising is not governed by 
a particular legislation. In the lack of a particular legislation, provisions governing franchises in India are found in a number of other 
Indian laws, with the Indian Contract Act 1872 controlling the contractual elements of franchise agreements being one of them. 
Foreign exchange control rules are another Indian statute that has an influence on franchise agreements in India.1 
 

Although a contract law does not need a written contract, a formal and written franchising agreement is advised to explain 
clearly the rights and obligations of franchisors and franchisees. This would help to resolve future impediments or discrepancies. 
Indian law requires the franchisor not to be registered with a professional or regulatory organization before entering into a franchise 
agreement. However, only in a few jurisdictions, including in the United States is this registration approach employed. 
 

In initial stages of Franchise Agreement evolution in India, companies faced many issues which are further addressed by the 
courts. One of the landmark cases of feud in franchise relation is “Gujarat Bottling Co. Ltd. and others v. Coca Cola Co. and 
others,2where the Coca Cola Co. had imposed a restriction on Gujarat Bottling Co. Ltd from entering into an agreement with any other 
beverage manufacturing company during the term of their contract. A negative agreement prohibiting the franchisee from 
manufacturing, bottling, selling, dealing, or otherwise being concerned with the products or beverages of any other brands or 
trademarks/trade names during the term of the franchise agreement, including the period of one year's notice, is not a violation of 
Section 27 of the Contract Act, according to the Court in this case.” 
  
Is there legislation in India that governs franchise businesses? 

No, there is no distinct law in India that governs the franchise business model. There are no requirements for franchise 
offerings to be registered or for franchise disclosure paperwork to be provided. The franchise agreements and its various aspects, such 
as termination, non-disclosure and other provisions, are governed by no specific legislation. This does not mean francophones are 
uncontrolled and unregulated in India. The business model of franchising in India has developed its concept through many acts. 
 
 
 
Various regulations that control different elements of franchising in India 

Franchise agreements in India are subject to several statutory enactments of the State and not to any franchise-specific law. 
“A few of them includes the Indian Contract Act 1872; the Consumer Protection Act, 1986; the Trade Marks Act, 1999; the Copyright 

 
1 Zaheer Khan v. Percept D’Mark (India) Pvt. Ltd., 2003 SCC OnLine Bom 1113. 
2M/S Gujarat Bottling CoLtd & Ors v. The Coca Cola Co & Ors, [1995] SC, 5 (SC). 
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Act, 1957; the Patents Act, 1970; the Design Act, 2000; the Specific Relief Act, 1963; the Foreign Exchange Management Act, 1999; 
the Transfer of Property Act, 1882; the Indian Stamp Act, 1899; the Income Tax Act, 1961; the Arbitration and Conciliation Act, 
1996; and the Information Technology Act, 2000.”3 
 

The Indian Contract Act, 1872 is the supreme legislation controlling the essential aspects of a franchisor's and franchisee's 
contractual responsibilities in a franchise firm. It determines fundamental concepts like offer and acceptance, consideration, contract 
violation, and other root-level actions. 
 

The Income Tax Act, 1961 governs the tax aspects of a franchise firm. The income tax legislation mandates that every firm 
benefiting from Indian soil pay the appropriate taxes. This law also governs the process of international franchising. In India, all 
royalties and franchise fees are taxed at the relevant rates.4 
 

The Trademarks Act, 1999, Patent Act and, Copyright Act 1957. The trademark, patent, design, and copyright components of 
a franchise agreement are governed by these laws. Any brand's trademark serves to identify it, and it is protected in India through 
appropriate registration under the Trademark Act. Each product has its own special formula! No one knows how to make KFC 
chicken taste the same at home. The patent law governs this element of items. 
 

In India, alternative dispute resolution is widely advocated. Arbitration is a solution to the problem of overcrowding in Indian 
courts. The Arbitration and Conciliation Act, 1996 broadens the idea of arbitration to include any dispute that cannot be resolved via 
other means.5 
 
Sports Franchise Agreement in India 

Sports contracts are no different from any other contract we face in our daily lives. Professional athletes, like everyone else, 
are rewarded for their efforts with a wage.  The majority of these contracts are personal service contracts.  That is, the contract can 
only be fulfilled by the athlete who was hired. Such a situation necessitates strict terms capable of upholding the parties' goals and 
intentions. Let's have a look at some of the key clauses. 
 

In India, there is no national or state legislation that regulates sports. In order to create infrastructure and foster capacity 
building in broad sports as well as excellence at various competitive events at the national and international levels the Government of 
India has formed the ministry of young affairs and sports. Sports promotion is primarily a responsibility of the many autonomous 
National Sports Federations (NSFs). From time to time, NSF regulations are published by the Ministry of Sports and Youth Affairs. 
 

Two teams competing against one another are analogous to two corporations manufacturing the same product. The game is 
the product, which is weighed by the income generated by its use. In one sense, the teams compete; in another, they work together as a 
single company, with each branch's success dependent on efficiency. "Competitive imbalance" might result from unequally distributed 
playing talent. The amount of money paid to team members is primarily determined by the degree of competitiveness between teams 
in the respective sports. Activity is typically structured in a ‘pyramid' form, with a single governing body managing most regulatory 
and economic elements of each sport. Because the governing body seems to be de facto ‘dominant,' allegations of monopoly abuse are 
common.6 
 
Elements That Form the Franchise Agreement 
 
Parties 

Any additional identifier information, including its registration or postal addresses, shall be expressly identified at the start of 
this agreement. 
 
Definitions and their application- 

The agreement to define or explain the significance of essential contract conditions should contain a list of definitions. In 
general, these defined terms are capitalized as they are available during the agreement. A double check on a definition of a terminus in 

 
3“https://www.indiafilings.com/learn/franchising-law-in-india/” 
4 CIT v. Indiawin Sport Pvt. Ltd., 2017 SCC OnLine ITAT 10118. 
5 Board of Cricket Control in India v. Deccan Chronicle Holdings Ltd., (2012) 6 AIR Bom R 957. 
6 Swift Initiative Ltd. v. Dilip Chhabaria Designs Pvt. Ltd., 2015 SCC OnLine Del 13009. 
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the definitions section when used in the agreement is a good idea, as it is imported into the provision where it is used the entire 
meaning of the word, including limits and exceptions. 
 
Concession of Rights 

In every franchise agreement a license and the right to either use a product name or business format is issued. The franchisee 
has the right to use it in the former and a trade name or trade mark. The franchisor and the franchisee are entering into a continuous 
relationship where the franchisor offers a variety of products and services, including training, supplies and financial support in some 
situations. 
 

Whether the transfer of rights is exclusive, not exclusive or sole and exclusive, it must be indicated with respect to master 
franchise agreements. The franchise agreement must also include if the franchisee has the option of running a franchise on one site or 
is the franchisee authorized to start many franchises. In addition, the franchisor typically lays forth a list of basic criteria that the 
franchisee has to comply with during the contract life. Failure to that end may lead to the termination of the franchise agreement. 
 
Term 

This clause must state the term of the agreement or the time for which it was legally agreed by the parties. The term is usually 
for a certain period, such months or years. While the agreement expires at the end of the term, some terms, such as confidentiity, 
compensation, restrictive agreements, cooling-out periods etc., typically persist for varying durations the termination or expiration of 
the agreement. It may be possible for the original term, such as one or more parties to inform the other, each party to agree, and so on, 
to be renewed by one or more procedures. 
 
Territory 

This clause shall define the geographical region in which the agreement is applicable and the parties fulfill their duties and 
exercise their rights under the agreement. It might be a certain neighborhood, city, state, nation, region, or even the entire planet. 
Along with the term provision, the territorial clause expressly limits the tenure, scope, and extent of the rights and duties conferred by 
the agreement. For example, a franchisee may be prohibited from admitting pupils who live outside of the franchisee's designated 
region. 

 
Subsidies and Consideration 

The kind, amount, manner, and schedule of payments must all be clearly stated in the section on consideration. In most 
franchise agreements, there are three types of payments. The first is a one-time franchise fee that goes toward the franchisor's transfer 
of rights. Second, the franchisee must pay a monthly fee for each business that he or she operates. Third, the franchisor may be paid a 
royalty based on a proportion of the monthly income earned by the franchisee through the business. 
 

The triggers and the amount of money connected with each trigger must be mutually agreed upon. It should also include the 
interest rate that will apply in the event of late payment. 

 
In general, the franchisor offers certain subsidies to assist the franchisee in maintaining a sustainable business, either in the 

form of funds to assist the franchisee in establishing operations or through refunds on the amounts spent. 
 
Reporting and Accounting 

In order to verify that a franchisee has paid the correct amount of royalty, the franchisor has to be able to inspect the books, 
registers and sales records of the franchisee because the compensation provided to the franchisor is partly based on a franchisee's 
income. Royalty payments often come with an audited certificate signed by the director of a franchisee attesting to the contents of the 
certificate. But the franchisor can conduct an independent audit of the franchisee's documents and data. 

 
Other components include: insurance, intellectual property, representations, guarantee and cancellation, inspection, etc. 

 
Clauses Forming part of a Sports Agreement 

The main focus in sports contracts will be on contracts between athletes and league organizers. Sports contracts are no 
different from any other contract we face in our daily lives. Professional athletes, like everyone else, are rewarded for their efforts with 
a wage. Personal service contracts are the most common type of contract. That is to say, the contract can only be fulfilled by the player 
who was hired. Such a situation necessitates strict terms capable of upholding the parties' goals and intentions. 
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Example- Contracts between sportsmen and the Board of Control for Cricket in India [BCCI] for the famous cricketing event, the 
Indian Premier League, IPL. 
 

Following are some of the most important provisions in sports contracts.  
 
Clause of Morality 

A moral clause is simply a contractual provision which says that the actor's contract is terminated in accordance with specific 
actions or conduct allegedly done or committed in his private life. It is often used to safeguard the image and reputation of the sports 
organisation, and it permits the organization to unilaterally cancel the contract if the other party takes part in activities which damage 
the organization. 
 
Clause on Dangerous Activities 

Physical activities that put players' bodies in jeopardy put their teams' fortunes in jeopardy as well. Hazardous activity 
provisions are one of the contractual strategies to try to reduce the possibilities of an injury. In essence, the provision permits the club, 
in its discretion, to alter a player's financial commitment if the player engages in a specific sort of activity outside of their sport and 
gets hurt as a result. 
 

Hazardous activity provisions have received far more attention than they have in the past, and they appear to be meant to be 
both deterrent and punitive in character. 
 
Force Majeure Clause  

A force majeure event is an unexpected natural or human occurrence beyond the control of the contracting parties that 
prevents the contract from being fulfilled. However, in light of the epidemic, this clause has recently been used all over the world. 
 

Since the pandemic nearly forced the cancellation of the Indian Premier League, broadcasting rights, which were reportedly 
acquired for over INR 10,000 crores, have become a topic of discussion under the Force Majeure clause. The broadcaster, Star Sports, 
would have paid a high price for this because the contract specifically exempted the BCCI from any financial obligations.7 
 
Clause of Transfer 

Sports contracts always represent, and cannot be moved from one player to another in order to complete the original player, 
personal service agreement as indicated before. Sports contracts in contrast, if a player is entered into professional sports league and 
then allocated to a team, the transfer clause will be necessary. Therefore, it's the opposite. The regulating authority delegated their 
responsibility to a team, which eventually purchased the player's services in an auction, although the player was required to follow the 
concept of personal performance.8 
 
Clause on Liquidated Damages 

Damages with a fixed number of liquidated damages are known as liquidated damages. A liquidated damages clause, for 
example, permits the parties to secretly agree on the consequences of a violation of contract.9 It is highly undesirable for players, 
regulatory agencies, or teams to waste time and money determining the extent of damages, particularly when the season is in full 
swing. As a result, this clause should be utilized as often as feasible. Liquidated damages are particularly beneficial when estimating 
the magnitude of losses in the event of a future default will be problematic. 
 
Clause of Termination 

All contracts must provide the capacity to terminate the commercial connection if the other party defaults. After mutual 
responsibilities, the parties and contract drafters believe this to be the most important aspect. There are many long-term agreements 
including team perpetuity, stadium leases, and other issues, but smart drafters incorporate termination provisions that let the parties to 
end their connection early if required.10 These terms must be carefully crafted, as a poorly written contract might result in wrongful 
termination or a malpractice claim. It may act as a deterrent to misbehavior and poor organizational abilities. 

 
7“https://www.indialegallive.com/special/force-majeure-clause-an-act-of-god/” 
8Matthew J. Parlow, Professional Sports League Commissioners' Authority and Collective Bargaining, 11 TEX. REV. ENT. & SPORTS L. 179, 185 
(2010). 
9Vanderbilt Univ. v. DiNardo, 174 F.3d 751 (6th Cir. 1999) 
10“Kristi E. Swartz, Lawsuit: Thrashers Owners Have Been Trying to Sell Teams Since 2005, (2011) Atlanta Journal Constitution. 



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2022/11.03.34  

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2022); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:11, ISSUE:3(2), March: 2022 

Online Copy of Article Publication Available (2022 Issues): www.ijmer.in 
Digital Certificate of Publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 2nd March 2022   
 Publication Date:10th April 2022 

Publisher: Sucharitha Publication, India 

 

 
86 

 

 
CONCLUSION 

Today, we can see how franchising has evolved in India, with both international and domestic trademarks, signs, advertising 
slogans, and merchandising becoming household names. However, in the decades following India's economic liberalization in 1991, 
the franchising industry's fast development outpaced its legislative or regulatory response. Despite the franchise industry's phenomenal 
year-on-year growth and enormous potential in India, there are no franchise-specific laws in place. Due to the lack of franchise-
specific legislation, franchisors face a number of problems. 

 
In India, the field of sports legislation is still in its infancy. The cases have brought to light the areas where our country falls 

short in terms of appropriate legal protection. Ambush marketing arose in the expanding competitive area of sports legislation, and it 
is one of the many abuses that are being performed under the blanket protection of insufficient legal restrictions. Similarly, the 
government faces a difficulty in protecting trademarks for non-living entities such as sports federations due to insufficient protections. 
Several major rulings, such as the Zee telefilms case, have ushered in substantial reforms in India's sports legislation. This case has not 
only put a stop to arbitrary regulation of sports federations where the postholder has a commercial interest, but it has also established 
that even if such federations do not fall under the ambit of the state under Article 12, but they perform the same public functions as the 
state, the sporting federations and boards must regulate all provisions in a "fair and reasonable manner." 
 
 
 
 


