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§3 - Note to §2

P.L. 1989. CHAPTER 24. approved February 6, 1989

1988 Senate No. 27 37

AN ACT concerning motor vehicle franchises and supplementing

Title 56 of the New Jersey Statutes.

3

BE IT ENACTED by the Senate and General Assembly of the

5 State of New Jersey:

1. The Legislature hereby finds and declares the following :

7 a. Notwi thstanding the enac tment of the "franchise Pract ices

Act ", P.L. 1971, c. 356. (C. 56:10-1 et seq.). and other legislatton

9 dealing with the franchisor-franchisee relat ionship , including. but

not limited to P.L. 1982. c. 156. (C. 56 :10-17 et seq.). inequalit y

11 of bargaining power continues to exist between motor vehicle

franchisors and motor vehic le franchisees. This inequali ty of

13 bargaining power exists even as to motor vehicle franchisees who

have had their franchises for many years and who have expended

15 large sums of money in the promotion of their franchises.

b. This inequali ty of bargaining power enables motor vehicle

17 franchisors to compel motor vehicle. franchisees to execute

franchises and rela ted leases and agreements which contain te rms

19 and r.ondit ions that would not rout ine ly be agreed to by the motor

vehicle franc h'sees absent the compulsion and duress which arise

21 out of the inequality of bargaining power. Ih ese terms and

conditions are detrimental to the interests of the motor vehicle

23 franchisees in that they require the motor vehicle franc hisees to

relinqu ish their rights which have been es tablished by the

25 "f ranchise Practices Act " and supplemental legisla tion and other

st at ut es and laws of th is State.

27 c. As a result. motor vehicle fran chisees have been denied the

opportunity to have disput es with the ir moto r vehicle franchisors

29 arising out of the franchisor-franchisee relationship hea rd in an

appropri a te venue. convenient to both part ies. by t ribunals

31 es tablished by statu te for the resolut ion of these disputes. It is

there fore necessary and in the public int e res t to ensure that

33 motor vehicle franc hisees voluntarily de ermine whe ther 10 agree

to cert ain terms and condit ions contained in Iranchises and
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related leases and agr eemen ts presented to them by mo to r

vehicle franchisors and under circumst anc es unaffected by the

3 compulsion which arises from the inequality of barg aining power.

2. a. It shall be a violation of the "Franchise Pract ices Act, "

5 P.L. 1971, c . 356 (C. 56:10-1 et seq .) for a motor vehicle

fran chisor to requi re a motor vehicle franchisee to agree to a

7 te nn or cond it ion in a franchise, or in any lease or agreement

ancilla ry or collat eral to a franchise. as a cond i l ion to the offer.

9 grant or renewal of the franchise , lease or agreement . which:

(1) Requires the motor vehicle fr anchisee to waive t rial by

11 jury in ac t ions involvi ng the motor veh icle franchisor; or

(2) Speci fies the jurisdic t ions, venues or tribunals in which

13 dispu tes arising with respect to the fran chise, lease or agreement

shall or shall not be submitted for resolution or otherwise

15 prohibits a mot or vehicle franchisee from bringing an action in a

particula r foru m otherw ise avail able under the law of this Sta te:

17 or

(3) Requires that disput es be twe en the mot or veh icle

19 franchisor and molor vehicle franchisee be subm itted to

arbitr ation or to any other binding alt ernate dispute resolut ion

21 procedure; prov ided. however, tha t any fran chise, lease or

agre ement may au thorize the submission o f a dispute to

23 a rbit ration Or to binding alternate dispute resolut ion if the motor

vehicle franchisor an" motor vehicle franchisee voluntarily agree

2£ to submit the dispute to arb itrat ion or binding alten.ate dispute

resol uti on at the time the dispute ari ses.

27 b. For the purposes of this sec tion, it shall be presum ed that a

motor vehicl e franch isee has heen requ ired to agree to a tenn or

29 condi tion in viola tio n of this sec tion as a condi t ion of the offer,

grant or renewal of a franchise or of any lease or agreement

31 anc illary or co llateral to a franch ise. if the mot or vehicle

franchisee, a t the time of the offer, gran t or renewal of the

33 franc hise, lease or agreement is not offer ed the opt ion of an

identical franchise, lease or agreement without the tenn or

35 condition proscribed by this sect ion.

c . In addi tion to any remedy provided in the ..Franchise

37 Practices Act ," any tenn or condition included in a franchise, or

in any lease or agree ment ancillary or collateral to a fr anch ise. in

39 violation of this sec tion may be revoked by the motor vehicle
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franchisee by written notice to the motor vehicle franchisor

within 60 days of the motor vehicle franchisee ' s receipt of the

3 fully executed franchise. lease or agreement. This revocation

shall not otherwise affect the validity, effectiveness or

5 enforceability of the franchise. lease or agreement.

3. This ac t shall take effect immediately but shall apply only

7 to franchises and leases or agreements ancillary to or collat ~ral

to franchises which are offered. granted, or renewed after the

9 effective date of this act.

11

STATEMENT

13

New Jersey has been a leader in enacting legislation designed

15 to provide the auto buying public with a strong and stable

network of retail dealers who are able to perform the complex

17 services on which consumers depend when purchasing a motor

vehicle. The Legislature has enacted. and two governors have

19 signed. four bills strengthening the 1971 "Franchise Practices

Act " as it applies to motor vehicles. Following New Jersey's

21 lead. a number of other states have enacted similar legislation

establishing the motor vehicle retailer's rights in dealing with a

23 vastly larger manufacturer or distributor.

Under these laws. the dealers' rights generally arn enforceable

25 in state courts or through st ate agencies. However. in the last

several yea rs manufacturers and distributors have sought to

27 circumvent these laws by offering dealers franchise renewal

agreements which require them to settle disputes through

29 compu lsory arbitration instead of exercising their rights as

spelled out under New Jersey law. Other proposed agreements

31 transfer the disputes from New Jers ey 's courts or administrative

tribunals. as provided by the "Franchise Pra ctices Act ." to

33 another state.

This bill prohibi ts ce rtain tenus and condi tions as part of a

35 motor vehicle franchise which would require the motor vehicle

franch isee to waive trial by jury; would speci y the jurisdic tion.

37 venue or tribunal in which a disput e could be brought: or would

require a dispute to be submitt ed to arbit ra tion or oth er hinding

39 alt ern at e dispute resolut ion.
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This bill will assure that franchised motor vehicle dealers are

not forced by manufacturers and distributors to surrender any of

3 the protections granted them by the laws of New Jersey.

5

CIVIL JU5TICE

7 Commerce and Industry

9 Prohibits certain terms and condit ions as pa rt of an motor vehicle

franchise.
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SENATE,No. 2737

STATEOF NEWJERSEY

DATED: AUGUST 4. I\lllll

The Se na tu Jud ic iary Co uuni t t u re po r ts Iavo rabl y Sena te Bill

No . 273 7.

This hill proh ihi ts ce r ta in te rms and con ditions as pa ri of a

mo lo r ve hicl e fr an ch ise. Under th e provisions of S- ~ 7 3 7 it wou ld he

a viola ti on of th e "Frandlls'l Pr ncrices Ac t ' P. L.l !J7I. c .356

(c .ss: to - t e t sl:'I.1 for a moto r ve hic le franc hiso r to require a mot o r

vehicle fr an chisee to .lilrfl' ! to any term o r conditi on wh ic h wou ld:

(1) requi re the f ran chisee to wa ive t rial by jur y in act ions

involv ing th e fr anchiso r:

(2) speci fy th e ju risdic tion. venu e o r t ribuna l in which disput es

shall or sha ll not he submit ted o r otherwise prohibit th e

fran chise e from bringing an ac tio n in a forum otherwise

available by law ; o r

(3) require th at disput es be su bmi tted to a rbi tra tion or an y

other binding alternate dispu te resolut ion pro cedure . but th e

part ies may con t rac t to agree to subm it th e disput e to

arbi trat ion or bind ing al te rna te disput e resolu tio n a t till! time

the disput e a rises.

The bill sets for th a presu mpt ion th at a Franchisee has been

req uir ed to agree to a term or condi t ion in violation o f thi s bill if th e

fr anc hisee is not offered th e optio n of an identica l fr an ch ise . le ase

or aRrt!.!me n t wi thout till! te rm or co ndi t ion.

111 addition to any other remedy available to the franc hisee. any

te rm or r.ondi ti on incl ude d in an agreemen t o r lease in vio la tion o f

this hil i m ay be re voked by th e Franchisee by wr itt en not ice to the

franchiso r wi thi n liO da ys of th e executed franchise. lease or

agree ment.



SENATE, No. 2737

STATE OF NEW JERSEY

INTRODUCED JUNE 30. 1988

By Senator O ' CONNOR

AN ACT conce rning mot or vehicl e franchises and supplementing

Titl e 56 of the New Jersey Statut es .

3

BE IT ENACTED by th e Senate and General Assembly of the

5 S ta te of New Jersey:

1. The Legislature he reby finds and decl ar es the following:

7 a. Notwi thstanding the enactment of the "Franchise Practices

Ac t", P.L. 1971, c. 356. (e. 56:10- 1 et seq.), and other legisla t ion

9 dealing with the fran chisor-franch isee relat ionship, including, but

not limit ed to P. L. 1982, c . 156. (C. 56:10-17 et seq. ), inequ ali ty

11 of bargaining power cont inues to exis t between motor vehicle

fran chisors and motor vehicle fran chisees . This inequality of

13 bargaining power exists even as to motor vehicl e franchisees who

have had their franchises for many yea rs and who have expended

15 large sums of mone y in the promotion of their franchises.

b. This inequali ty of bargaining power enables motor veh icle

17 franchiso rs to compel motor vehicle franchisees to execute

franchises and relat e I leases and agreements which contain terms

I') and condit ions that would not rou tinely be agreed to by the motor

vehicle franch isees absent the compulsion and duress which arise

21 out of the inequality of ba rgaining power. These terms and

condit ions are detrimental to the interests of the motor vehicl e

23 franchisees in that they requ ire the motor veh icle franchisees to

relinquish the ir rights which have been es tablished by the

25 ..Fran ch ise Prac tices Act " and supplement al legisla tion and other

s ta tutes and laws of this State. .

27 C. As a result , motor veh icl e franchisees have been denied the

opportunit y to have disputes with their motor vehicle franchiso rs

29 arising ou t of the franch isor- franch isee relationship heard in an

appropria te venue. convenient to both part ies . by tri bunals

31 established by' statute for the resolution of these dis utes. It is

therefore necessary and in the public interest to ensure tha t

33 motor vehicl e franchisees voluntarily dete rmine whe the r to agree

to certain terms and condi tions contained in fran chises and
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rel ated leas es and agr eements present ed to them by mo tor

vehicle fr anchisors and under ci rcums tanc es unaffect ed by th e

3 compulsion which a rises from the inequ alit y of barga ining power.

2. a . It sha ll be a viola tio n of the "Franchise Pract ices Act. "

5 P.L. 197 1. c . 356 (C. 56:10- 1 e t seq .) fo r a mo lo r vehicle

franchiso r to requ ire a mo tor vehicl e fran ch isee to agree to a

7 tenn or condition in a franchi se. or in any lease o r agreem ent

anc illa ry or collat eral to a franch ise. as a condit ion to the o ffer.

9 grant or rene wal o f the franch ise. lease or agree me nt. which :

(I ) Requires th e motor vehicle franc hise e to wai ve tri a l by

11 jury in actions involving the motor vehicle fr anchisor; or

(2) Speci fies the jurisdic t ions. venues or t ribunals in which

13 disputes ari sing wi th resp ect to the franchise. lease or agre ement

shall or shall not be submilled for resolution or otherwise

15 prohibits a motor vehicle, franchisee from bringing an ac t ion in a

particular forum otherwise available under the law of this State:

17 or

(3) Requi res that disputes between th e motor vehi cle

19 franchisor and motor vehicle franchisee be submill ed to

arbitration or to any other binding alte rnat e disput e resolut ion

21 proc edure; provided . however. that an y fr anchise. lease or

agree me nt rna)' autho riz e the submission n r 1 dispute to

23 a rbit ra t ion or to binding alt ernate dispute reso l: , if the motor

vehicle franchisor and mo to r veh icl e franch isee volun ta rily agree

25 to submit the disput e to arbitra t ion or binding alte rna te dispute

reso lut ion a t the time the disput e a rises .

27 b. Fo r the purposes of thi s sec linn. it shall be presumed that a

moto r vehicle fr anchise e has been required 10 agree 10 a term or

29 condition in viola tion of th is sect ion as a condi h on of the offer.

grant o r renewal of a franchise o r o f an )' lease or agreemen t

31 anci lla ry or co lla teral to a franch ise. if the motor vehicl e

franchisee . a t the time of th e offe r. grant or renewal of the

33 franchise. lease or agreem ent is not offe red the opt ion of an

identica l fr anch ise . lease or ag re ement without the te nn or

35 condition prosc ribed by th is sec t ion.

c . In addition to any remed y provided in I e "Franchise

37 Prac tices Act . ' any tenn or condition incl uded III a Iranehise . o r

in any lease or agreement ancillary or co llat e ra l to a franchise . in

39 violation of th is section may be re voked b)' the mo tor vehicle
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franchisee by written notice to the motor veh icl e franch isor

within 60 days of the motor vehicl e fran chise e ' s recei pt of the

3 fully executed franch ise. lea se or agreement. This revocat ion

shall not otherw ise a ffec t the validit y. e ffec t iveness or

5 en forceabilit y of the fran ch ise . lease or agreement.

3. This ac t shall tak e eff ec t immediately but sha ll apply only

7 to franchises and lea ses or agreements ancill ary to or collateral

to franchi ses which are off e red. gran ted. o r renewed after the

9 effec t ive date o f this act.

11

STATEMENT

13

New Je rsey has been a leader in enacting legisl ation designed

15 to provide the auto buying public with a strong and s table

network of retail dealers who are able to perform the complex

17 services on which consumers dep end when purchasing a motor

vehi cle . The Legislature has enac ted. and two governors have

19 signed . four bills strengthening the 1971 "Franchise Practices

Act " as it applies to motor vehicles. Following New Jersey' s

21 lea d. a number o f other st a tes have enacted similar legislat ion

es tablishing the motor veh icle ret ailer ' s right s in dea li g with a

2:1 vastly larger manufac tu rer or distributor.

Under these laws. the dealers ' right s generally are ~. Ifo rceable

211 ill state cou rt s or through state agencies. However. in the last

se veral yea rs manufac ture rs and distributors have sought to

27 ci rcumve nt the se laws by offering deale rs franchise renewal

agreements which requ ire them to se ttle disputes through

29 compulso ry arbit rat ion instead of exe rc ising the ir rights as

spelled out under New Je rse y law. Other proposed ag ree ment s

31 t rans fe r the disput es from New Jersey ' s cour ts or adm inist ra tive

tri bunals, as provided by the • Franchise Prac tices Act ," to

33 ano ther state.

This bill proh ibits certain te rms and conditions as part of a

35 motor vehicl e franchise which would req uire the m tor vehicle

franchisee to waive tria l by jury : would speci fy the jurisdiction.

37 venue or tribunal in which a dispu te could be brought : or would

requi re a disput e to be submi tted to arbitrat ion or o ther binding

39 alternate disput e reso lution.
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This bill will assure that franchised mot or vehicl e deale rs are

not forced by manufacture rs and dis t ribut ors to surrende r any of

3 the prot ec tions grant ed them by the laws of New Jersey.

5

CIVIL JUSTICE

7 Comme rce and Indust ry

9 Prohibits ce rtain terms and conditions as pa rt of an mot or vehi cl e

franchise .
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