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§§5.6
C.56:10-1 3.6
to
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P.L.1993 . CHAPTER 189. approved July 19. 1993

1993 Assembly No. 2550 (Second ReprintJ

1 AN ACT concerning motor vehicle franchises. amen ding
2 P.L.197I, c.356 2[andl ,2 P.L.1982, c.156 2and P.L.1985,
3 c.361 2, and supplementing P.L.1977. c.8ol (C.56 :10-13 et seq.).
4

5 BE IT ENACTED by the Se nate and General Assembly of the
6 State of New Jersey:
7 1. Section 4 of P.L.1971. c .356 (C.56:10 -4) is amended to read
8 as follows:
9 4. This act applies only;

10 i!.:. to a franchise (1) the performance of which contemplates or
11 requires the franchisee to establish or maintain a place of
12 busin ess within the State of New Jersey. (2) where gross sales of
13 produ ct s or services be tween the franchisor and franchisee
14 covered by such franchise shall have exceeded $35,000.00 for the
15 12 months next preceding the institution of suit pursuant to this
16 act . and (3) where more than 20% of the franchisee 's gross sal es
17 are intended to be or are derived from such franchisei...Q!:
HI b. to a franchise for the sale of new motor vehicles as defined
19 in R.S.39:10 -2. the performance of which contempla tes or
20 requires the franchisee to es tablish or maintain a place of
21 business within the State of New Jersey.
22 (cf : P.L.1971. c.356. s .a)
23 2. Section 8 of P.L.1982. c.156 (C.56:10- 23) is amended to
24 read as follows:
25 8. i!.:. In detennining whether the grant . relocation. reop ening
26 or reactivation of a franchise or est ablishment. relocation.
27 reop ening or reactivation of a business will be injurious to
28 existing franchisees landl Q! to the public interest . the committ ee
29 may conside r. but shall not be limit ed to consideri ng the
30 following:
31 [a.I l..!1 The effe c t that the proposed franchise or business would
32 have on the provision o f s ta ble , adequate and reliable sal es and
33 se rvice to purch asers of vehicles in the same line mak e in the
34 relevant mark et area;
35 lb.l W The effec t that the proposed franchise or business would
36 have on the s tabili ty of exis ting franchisees in the same line
37 ma ke in the re levan t market area;
38 lc.l III Whet he r the exis t ing franchisees in the same line ma ke
39 in the relevant mar ke t ar ea are providing adequa te and
40 convenient consum er se rvice for moto r vehicles of the line mak e
41 in the relevant market ar ea . which shall incl ude the adeq uacy of

[ XPL ANAlI ON- - H. tl.r . ncl ou d i n bold- I.cod br .d.Ls [Lhu s ) in Lh.
IIDo ..,p bill 1'1 no t .nu ted .nd i, i nt e nded to be UtRilh·d i n H•• 1• • .
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I motor vehicle sal es and serv ice faci littes, equipment. supply of
2 motor veh icle part s and qualified service personnel:
3 ld.l W The effect on a re loca ting deal e r of a denial of its
4 relocat ion into the rel evant marke t area.
5 b. In det enn ining whether the grant , relocat ion. reopening or
6 reactiva lion of a fr anch ise or es ta blishment . reloca tion.
7 reopening or rea c tivat ion of a business will be in jurious to
B exist ing fran ch isees or to Ihe public in te rest. it shall be presum ed
9 tha t the propos ed grant, re loca tio n. reopening or reacliva tion of

to the franchise or establishment , re loca t ion. reopeni ng o r
11 reactivat ion of the business will be injur ious to exisling
12 franchisees or to Ihe public interes t if:
13 ill 2for Ihe 24 mont h period prior to not ice pursuant to sec tion
14 4 of P.L.19B2, c.156 (C.56:10- 19),2 the avera e sales
15 2[regis tra tion) penetra tion 2 of the franc hisees given not ice
16 pursuant to sec tion 4 of P.L.1982, c.1 56 C.56:1O-1 9 is a l leas t
17 equal to the average sal es 2[regist ra tion) penel rat ion2 of all
18 franchisees in the same line make in the zone.Ll!is t ricl 2, reg ion2

19 or 2[terri tory to ) other geographic designat ion used by the mo to r
20 ~hicle f ranchisor in l02 which the proposed franchise or business
21 will be ass igned:
22 (2) the proposed franchise or business is like ly to ca use no t less
23 than a 2[20%) 25%2 reduction in new vehicl e 2[. ar ts or service l-
24 ~r ~e~an a 2[20%1 25%2 reduc t ion in gross income for
25 the pro test ing franchisee;
26 (3) the proposed franc hise or business will no t opera te a full
27 service franchise or business a t the proposed loca tion; o ~

28 (4) an owner or 0pl:rato r of the proposed franchise or business
29 has engaged in material unfa ir or deceptive business p rac tices
30 wit h res ec t to a motor veh icl e fran chi se or busine ss"
31 2c. The presumption in subsec tion b. of this se ction shall nol
32 app ly to the grant, reopening or redc t iva tion of a fra nchise or to
33 the es tablishment, reopening or reactiva t ion of a business if the
34 ro se d fran chisee is a minori t or a woman . For the purposes
35 of this subse ction, "minority" meansi!.Jlerson who is:
36 1 Black whic h is a e rson havin ori ins in an of the black
37 racial gro ups in Africa: o r
:m 2 His anic which is a erson of S anish or Portu ese
39 cu! ure with origins in Mexico, Squth or Cen tral America, o r the
40 Caribbean Islands, rega rdle s.sof race ; or
41 3 Asian Ame rican which is a pe rson havin .ori in.s in aJ.:I • of
42 the ori inal peo les of the Far Eas t , Southeast Asia, Indian
43 Subcontinent, Hawaii, or Ihn Pac ific Is lands; .Q!'
44 ~j Ameri caJ Indian or Alaskan na live, whicb i~iLP_orson

45 !!!Jvin origins in an -2.Llhe o riKi n il l _p~~ o! l'lQIlh A!!!.!:.ri l~~ 2

46 (d : P. L.1982, c .156, s.8)
47 23. Section 5 of P. l..19/12. c. 156 (C.511:1ll- 211) is amended to
48 mad as follows:
4\1 5. The pruvisinns of sec tions .I and 4 of 1'.l. .1<)82, c . I. 6
nil (e .56: 10 - 1/1 amI 5ti: Ill-I !JI Illltwithsl '"ll linll, a motu r velucl ..
5 1 Ir and uso r lIIay:
52 it. P" ruu l an I"is t inll fr nch isue 10 reloca te hi fmnchi e
5.1 With in 2 null ,s of Ihll fr nch i IUI ' S I! istin fr nchisu loca t ion.
54 "":"1" thnt " fr,lIll.tuSI' III y nol be r Inc,lIl II I'll II ' nt 10 th i
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1 subsection unle ss at leas t rive yea rs have elapsed since any
2 previous reloca t ion pursuant to this subsec tion:
3 b. Reopen or reac t ivat e a fran chise or business which has no t
4 been in operat ion for a period of [1 year! 2 years or less at a si te
5 within 2 miles of the prior s i te; or
6 c. Permit the purchaser of a controlling inte res t in the shares
7 or substant ially all of the operating ass e ts of an ex ist ing
8 franchise to relocate th e place of business of the franc hise with in
9 2 miles of the previously approved franchise locat ion within 180

10 days of the dat e of purchase.f
II (cf: P.1..1991. c .460. s. t]
12 24. Sec tion 3 of P.1..1985. c. 361 (C.56 :10-2 8) is amended to
13 read as follow s:
14 3. It shall be a vio la tion of thi s ac t for a motor vp.hide
IS fr anch isor. directly or indi rec tly . through any officer. agen t.
16 em ployee. broker or any shareholder of th e fran chiso r. except a
17 shareholde r of 1% or less of the outstanding sha res of ~ ,. class of
18 securities of a franchiso r which is a publicly traded corporation.
19 or other person. to own or operate a place of business as a mot o r
20 vehicle franchisee. except tha t this sec tion shall not prohibit the
21 ownership or oper at ion of a place of busin ess by a motor vehicle
22 fr anchisor for a period. not to exceed (12) 24 consec utive months.
23 during the transit ion from one motor veh icl e fran ch isee to
24 ano ther: or the inves tment in a motor vehicl e franchisee by a
25 motor vehicl e fran ch isor if the inves tment is for the so le purpose
26 of [supplementing the priva te ca pita l inves tme nt funds of)
27 enabling a partne r o r shareholder in that mot or vehicle franchisee
28 to acqu ire an int erest in that motor vehicl e franchisee and that
29 partner or sha reholder is no t otherwise employ ed by or associat ed
:10 with the motor veh icle f ranch iso r and would no t ot herwise have
31 the requ isi te ca pital investment funds to invest in the motor
32 vehicle franch isee. and has the right to purchase the en ti re equi ty
33 inte res t of the mo tor ve hicle franchisor in the motor veh icl e
34 franc hisee within a reasonabl e period of ti me not to exceed 10
35 yea rs.2

36 [cf: P.1..1985. c.361 . s.3)
37 2[3.1~2 (New section) It shall be a violation of the " Franchise
38 Pract ices Act ." I' .L.1971. c.356 (C.56:1O- 1 e t seq .], fo r a motor
:l!l vehicle franch isor to exercise a righ t of first refusal or other
40 righ t to acqui re a motor vehicl e franchise from a motor vehicle
41 fr anch isee as a me ans to influence the consideration or other
42 terms offered by a pe rson in co nnec t ion with the acqu isit ion of
43 the mot or vehic le franc hise or to influence a person to re fra in
44 from ente ring into. or to withelruw fro m. negotia t ions fo r the
45 acquisi t iun of the mo tor vehi c le franch ise.
46 2[4.) ~2 (New suc tio n) It shall be a viola tion of the " Franchise
47 Pra c tices Act, " 1'.1..1971. c.3511 (C.511: 1O - t e t seq .], fo r a motor
48 veh ic le franchisor to exercise a right of firs t refusal or otht r
49 right to ac qui re a motor vehi cle fran ch ise from a moto r vehic le
50 Ir an ch rsu» unlt!s.s th l! mo tor vehrc le fr nch iso r:
51 a. a t the llillct ion of the motor veh icl e [r anchisue , : umes thll
5" le se fo r o r acqutrus the re I property on which tl" mo lor vehicle
5:1 fronchise is conduc ted on the sam tl1 nns S thost' on whrch thll
54 rna] prop.!rt y or IUUM' w IS to b, so ld or t r nsf rrt tl to Ihl
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1 acqumng transferee in connection with the sa le of the mot or
2 vehicle franchise. unless otherwise agree d to by the mo tor
3 vehicle franchisee and motor vehicle franchisor; and
4 b. re imbu rses the acquiring t rans fe ree of th e motor vehicle
5 franchise for the reasonable expenses paid or incurred by him in
6 evaluat ing and inves tigating the motor vehicl e franchise and
7 negotiating and pursuing the acquisit ion of the motor vehicl e
8 franchise prior to the motor vehicle fra nchisor ' s exe rcise o f the
9 right of firs t refusal or other right to acquire the motor vehicle

10 franchise. For purposes of this subsection. expenses to evaluat e
11 and investi ga te the mot or vehicl e fran chise means. in addition to
12 any other expenses associa ted wit h the evalua tion and
13 inves tiga t ion of the mo tor vehicl e franchise. llega l and
14 accounting expenses. and 1 expenses associa ted with the
15 evaluation and investig a tion of any rea l propert y on which the
16 mo tor vehicle franchise is condu ct ed, includi ng. but not limited
17 to. expenses associa ted with ti t le examina tions, environmen tal
18 assessments and other expenses direc t ly re la ted to the acquisition
19 or lease of such real property by the acq uiring transferee. Upon
20 re imbursement. any t itle repo rts. or other re ports or studies
21 received by the acqu ir ing tr ansfer ee as a result of the evaluation
22 or inves t igat ion of the motor vehicle franchise or the real
23 prop erty on which the motor vehicle franchise is conduc te d sha ll
24 be provided to the motor vehicle franchisor. The acquiring
25 transferee shall submit an itemized lis t of the expense s to be
26 reimbursed along with supporti ng documents. if any. to the mot or
27 vehicle franchisor no la ter than 30 days after rec eipt of a writt en
28 request for same from the mo tor vehicl e franchisor . The motor
29 vehicle franchiso r shall make payment within 30 days of rec eip t
30 of the itemized list .
31 c. For purposes of this section, "acquiring t ransf er ee" means
32 the person to whom the motor vehic le franchise would have been
33 tr ansferred had the right of first re fusal or other right to acquire
34 the mot or vehicle franchise not been exercised by the molar
35 vehicl e fran chisor.
36 2[5.) ~2 This ac t shall tak e effec t im me dia tely ,
37
38
39
40
41 Revises laws rega rding the rights and respo nsibili ties of motor
42 vehicl e franchisors and their franchisees .

I
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~EMBLY, No. 2550

STATE OF NEW JERSEY

INTRODUCED MAY 10. 1993

By Assemblymen MORAN. IMPREVEDUTO and Conno rs

AN ACT concerning motor vehicle
P.L.1971 . c.356 and P.L.1982. c.156 .
P.L.1977. c .84 (C.56:10 -1 3 et seq.).

BE IT ENACTED by the Senate and General Assembly of the
State of New J ersey:

1. Section 4 of P.L.1971 . c.356 (C.56:10- 4) is amended 10 read
as follows:

4. This act applies only;
~ to a franchise (1) the performance of which contemplates or

requires the franchisee to establish or maintain a place of
business within the State of New Jersey. (2) where gross sales of
products or services between the franchisor and fran chisee
cove red by such franchise shall have exceeded $35.000.00 for the
12 months next preceding the inst itut ion of suit pursuant to this
act. and (3) where more than 20% of the franc hisee ' s gross sal es
are intended to be or ar e de rived from such franchisei..!!!:

b. to a fran chis e for the sale of new motor veh icles as de fined
in R.S.39:10-2. the perfomtance of which con templat es or
require s the franchisee to establish or ma intain a place of
business wit hin the Sta te of New Jersey.
(cf: P.L.1971. c.356. s.s)

2. Section 8 of P.L.1982. c.156 (C.56: 10- 23) is amended to
read as follows:

8. ~ In de terminin g whe ther the grant . relocat ion. reopen ing
or re activat ion of a fr anchise or establ ishment . relocat ion.
reopening or react ivation of a business will be injurious to
existing franchisees [and) Q!: to the public interest. the commillee
may consider. but shall not be limited to cons ider ing the
following:

Ia.l l!l The effec t tha t the proposed franchise or business would
have on the provis ion of stable. adequa te and reliable sales and
service to purchasers of vehicles in the same line make in the
relevant market area;

lb.l W The effec t that the proposed franchise or business would
have on the stabilit y of exis ting franchisees in the same line
make in the relevant market area;

Ic .l ill Whether the existing franchisees in the same line make
in the relevan t market area are provid ing adequa te and
convenient consume r se rvice for motor vehicles o f the line make
in the relevant marke t area. which shall include the adeq uacy of
motor vehicle sa les and serv ice facilities . equipment . supply of
moto r vehicle part s and qualified se rvice personnel;

[XPlANATlON- -I1.ttor oncl ou d in bold-focod br.ckoli (th us] In tho
. bo... " bill i ' not e",ct.d .nd h in t . nd. d to b. OIftU t.d in the 1. w.
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Id.l l'!l The e ffe c t on a reloc a ting dealer of a den ial of its
2 relocation into th e relevant market a rea.
3 b. In detennining whether th e grant, reloca tion, reopen ing or
4 react ivation of a fr an ch ise or establishm ent , reloc ation,
5 reopening or reactivation of a business will be injurious to
6 existing franchisees or to the public int erest , it shall be presumed
7 that the proposed grant , relo cation, reope ning or react ivation of
8 the franchise or establishment, relo cation, reopening Q!

!l reactivat ion of th e business will be injurious to exi sting

10 fran chise es or to th e pub lic in terest if :
I I (1) the average sales reg istration of the franch ise es give n

12 notice pursuant to section 4 of P.L.1982 , c.156 (C.56:10-19) is at
13 least equa l to the average sa les registration of all franch is ees in
14 the samll iine make in t h~ zon e , district or territo ry to whic h the
15 proposed fr anchise or business will be ass igned;
16 (2) th e proposed franchise or business is likely to c a use no t less
17 than a 20% reduct ion in new ve hicle, parts or servic e sa les o r not
18 less th an a 20% reduction in gross income for th e prot esting
19 franch isee ;
20 (3) th e proposed franchise or business will not op erat e a full
2 1 serv ic e franch ise or bus iness at th e proposed location ; o r
22 (4) an owner or op erator o f th e proposed franch ise o r bus iness
23 has engaged in ma te ria l un fa ir o r deceptive bus iness prac t ic es
24 with resp ect to a motor vehicle franchise or bus iness .
25 (ef : P. L. 1982. c . 156, s.s)
26 3. (New sec t ion) It sha ll be a violation of the "Fran c hise
27 Pra c tices Act. " P.L. 1971, c .356 (e .56 : 10- 1 e t se q.), fo r a mo to r

28 vehicl e franchi sor to exerc ise a right of firs t refusal or o th e r
2!J rig h t to ac quire a moto r ve hic le fr anchise fro m a mo to r vehicl e
30 franc hisee as a me ans to influence th e conside ra t ion o r other
31 terms offe red by a pe rson in connec t ion wi th th e acquisit ion o f
3') th e moto r ve hicle franc hise or to influenc e a person to refrain
3:1 from en te ring into, or to withdr aw from , negot ia t ions fo r th e
34 acquisition o f the motor vehicl e franch ise.
:\5 4 . (New sec tion ) It sha ll be a violation o f th e " Fran chise
:ltl Pra ctic es Ac t, " P. L. 1971, c .356 (C. 56:10-1 e t se q.), for a mo tor
:17 vehicle f ran chiso r to exe rc ise a right of fi rst refusal or o the r
:\1\ right to acqu i re a motor vehicle fr an chis e from a mo tor vehicle

:l ' j f ranc hise e unless th e motor ve hic le franchiso r:
40 a . a t th e e luc t ion o f th e mo to r vehicl e franchisee, ass umes the
41 lease for or ac quires the re al pro pe rty on which th e mot or vehicl e
42 fr a '1chi se is conduc te d on th e same terms as tho se on which th e
.1.1 rea l prop e rt y or leas e was to be sold o r t ransferred to the
4 ,j acqu iring t rans fe ree in connec tion wi th th e sale o f th e mo tor
·If> veh ic le Iranch ise . unless utherwise agreed to by th e mo to r

" Ii vduc le fra nc hisee and mot o r vehi c le franchiso r: and
17 h. reim burses thu ac quiring t ran s fu ree o f th e mo to r vehicl e

·Hl f ra nc/us '! fo r th. : ruasonahl e expenses pa id or incurred by him in
4!1 llva lua t ing and inves t il!a t ing ttw mot o r ve hic le fra nchise and
f,O IIf!go l lilt lnJo( .uul pu rsuing tlw acq uisi t ion o f th e moto r ve hicle
;. 1 [ra llch,,,! pr io r to tim motor vehu .lu Iranchisor ' s e xerc ise of the

: ,2 rig h t 01 li rs t rHfusill 01' o t her right til aC'l UlfI! lbtl motor vehicle

., \ t ram .hrve. 1'0 1' 1'IIrI'0St !S 01 ti ll S SUhS l!t:l Ill I\, f ~ x l'0msf :s to nva lu te
" I "li d iJIV .!slll! i1 tl! lh. ! mo tor -. 'hlt:l o: fl'lllldlisl! uiuans. III add i tion to
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1 any other expenses assoc iated with th e evalua tion and
2 inves tiga tion of the motor veh icl e franchise, expen ses associ at ed
3 with the evaluation and investigat ion of any re al property on
1 which the motor vehicl e franchi se is conduc ted, including, but no t
5 limited to , expenses associated with title examinations,
6 environmental assessments and other expenses di rec tl y rel ated to
7 the acquisit ion or lease of such real prope r ty by the ac quiri ng
8 t ransferee. Upon re imbursement , any title repor ts, or o the r
9 reports or s tudies received by the acquiring t ransferee as a result

10 of the evaluation or inves tiga tion of the motor vehicle fran ch ise
11 or the real property on which the motor vehicl e franch ise is
12 conduc ted shall be provided to the mo to r vehicle franchiso r. The
13 acqui ring transferee shall submit an i temized list of the expenses
14 to be reimbursed along with suppor ting documents , if any, to th e
15 motor vehicle franchisor no la te r than 30 da ys after receipt of e
16 written request for same from the motor vehicle franchiso r. The
17 mo tor vehicl e franchisor sh all make pa yment within 30 days of
18 receipt of the it emized list.
19 c. Fo r purposes of this section, "acquiring t ransferee" means
20 the person to whom the motor vehicle franch ise would ha ve been
21 transferred had the right of first re fusal o r ot her right to acq ui re
22 the motor vehicle franchise not been exercised by the mo tor
23 vehicle franch iso r.
24 5. This ac t shall take effec t immedia te ly.
25
26
27 STATEMEN T
28
29 For ove r twenty years, New Je rsey has been in the forefront of
30 the enactment of franchise leg is la t ion pro tect ing franchisees and
31 the public from ar bi t ra ry conduct by franchisors . New Jersey 's
32 franchise laws ha ve creat ed a more equit able environment in
33 which franch iso rs and franch isees can do busin ess . Dur ing this
34 twenty-year period , however, changes hav e occurred in th e wa ys
35 in whic h moto r ve hic le franchisors do bus iness wit h the ir dea lers.
36 requiri ng changes to the existing body of franch ise legislat ion.
37 To kee p up with changing market conditions , ove r th e past
38 twe nty years, an increasing numbe r of moto r vehicle dea lers have
39 come to hold mo re than a sing le fr anc hise. While no business
40 more cl assically represents a franchise than a motor vehicle
41 dealership , because the current "Franchise Practices Act "
42 prot ects only those franchises represen ting twenty percent o r
43 more of a de aler ' s gross sales, tho se "dua led" dealerships with
44 multi ple franchises may not be covered under thi s act. The bill ,
45 therefore, establishcs tha t th c pro visio ns o f th e " Franchise
46 Practices Act " shall apply fo r all franch ises enga ged in the sale
47 of new mo tor vehicles.
48 In recent years, some mo to r vehi cl e franch iso rs have used
49 " righ ts o f firs t refusal" containe d in thei r fr anchise ag reements
50 to circumven t the requirement in th e " Franchise Practices Act "
51 tha t they approve tho sa le o f franchises to qualified purchasers.
52 "Rights of firs t refusa l" can discourage pot ntia l purch sers from
53 neg o tia ti ng 10 buy dealersh ips and , thus, devalue fr anch ises .
54 While the bill would not prohibit m nuf c turers from ex e rc tsing
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1 " rights of first refusa l," it includes provisions that serve to
2 prevent their use as a means to disc ourage an individual fro m
3 pursuing the purchase of a dealership or as a means of influencing
4 the price to be paid for the dealership. The bill contains
5 provisions requiring the mot or vehicle franchisor to acq uire any
6 rea l estate involved in the sale it preempts by the exercise of its
7 "rights of first re fusal " and to reimburse the intended purchaser
8 for his expenses in pursuing the purchase.
9 Furthermore, the bill amends P.L .1982 . c .156 (C.56:10-16 e t

10 seq .], the law which prohibits the establishing. granting.
11 relocating. reopening or react ivating of a motor vehicle franchise
12 that would be injurious to exist ing franch isees and to the public
13 interest. Inasmu ch as the problems this law is designed to
14 remedy can occur either as a result of injury to exist ing mo tor
15 vehicle dealers or injury to the consuming public. the bill removes
16 the requirement that injury to both the dealers and the public be
17 shown before the proposed establishment. grant. re loca tion,
18 reopening or react ivation of a franchise will be prohibited by the
19 Motor Vehicle Franchise Comm ittee. In addition. the bill
20 specifics a par ticular set of cond itions that are to be deemed by
21 the Motor Vehicle Franchise Committee as being injurious to
22 exis ting dea lers or to the public. This pertains to a situat ion
23 whe reby (1) the average sa les penetrat ion of the franchisees
24 given not ice is a t leas t equal to the average sales pene trat ion of
25 all franch isees in the same line ma ke in the zone. district or
26 ter ritory to which the propos ed franchise or business will be
27 assigned ; (2) the proposed franchise or business is likely to cause
28 not less than a 20 percent reduction in new veh icle. parts or
29 se rvice sa les or not less than a 20 percent reduction in gross
30 income for the prot est ing fran chisee; (3) the proposed fr anch ise
31 or busin ess will not operat e a full service franchise or business a t
3~ the proposed locat ion; or (4) an owner or operat or of the proposed
33 franchise or bus iness has engaged in materia l unfai r or dec ept ive
34 business pract ices with respec t to a mo tor vehicle franchise or
35 business.
:lli

37
311

39
40 Revises laws regarding the rights and responsibil iti es of moto r
41 vehicl e fra nchiso rs and their franchisees.
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~EMBLY, No. 2550
with committee amendments

STATE OF NEWJERSEY

DATED: MAY 17, 1993

The Assembly Commerce and Regulated Professions Committee
reports favorably Assembly Bill No. 2550 with ame ndments.

As ame nded. th is bill revises the laws regarding the rights and
responsibili tie s of motor vehicle franc hisors and their franch isees .

For over twenty yea rs. New Jersey has been in the foref ront of
the enactme nt of franchise legislat ion protec ting franchisees and
the public from ar bitrary conduct lJy franchisors. New Jersey ' s
fr anchise laws have create d a more equitable envi ronment in which
franchisors and franc hisees can do business . During this
twent y- year per iod, however, changes have occ urred in the ways in
which motor vehicl es franchisors do business with their dealers,
requir ing changes to the exis t ing body of franchise legisla t ion.

To keep up wit h changing ma rket condit ions, over the past
twen ty years, an inc reasing numbe r of motor vehicle dea lers have
come to hold more than a single franchise. While no business more
classically represent s a franchise than a motor vehicle dealership.
because the current "Franchise Pra ct ices Act " pro tect s only thos e
franchises represe nting twenty percent or more of a dealer ' s gro ss
sales, those "dualed" dealerships with mul tipl e franch ises ma y not
be covered under th is ac t. The bill , the refore. est ablishes that the
provisions of the "Franchise Pract ices Act " shall apply for all
franchises engages in the sale of new mot or vehicles.

In rec ent years, some mo tor vehicl e franchisors hav e used
" rights of first refusa l" con tain ed in thei r fran chise agreements
tha t they approve the sa le of fra nchises to quali fied purchasers.
"Rights of first re fusal" can discourage poten ti al purchasers from
negot ia ting to buy dealerships and. thus. devalue franc hises. While
the bill would not prohibit manufacturers from exercising "rights o f
fi rst refusal. " it incl udes provis ions that serve to preven t the ir use
as a means to discourage an individual from pursuing the purchase
of a dealership or as a means of influencing the price to be paid for
the dealers hip. The bill contains provisions requiring the mot or
vehicle franchisor to acquire any real es ta te involved in the sa le it
preempts by the exerc ise of its " right s of firs t ref usal. " It also
provides for reimburs em ent of the intended purchaser for his
expenses in pursuing the purchase. The commi ttee amended the bill
10 spec ify tha t legal and accounting expenses are to be incl uded for
such re imbursement.

Furthermore. the bill ame nds P.L.1982. c. 156 (C.56:10-16 e l
seq. ), the law which prohibit s the es ta blishing, IIran ting, relocating,
reopening or reac tiva u ng of a motor vehicle franchis th t would
be iniurious 10 exis t ing franchises and to the public interes t.
Inasmuch as th.! problems this law i de igned to remed y c occur
ei ther <IS a resu lt of injury to exis ti ng motor vehicle d al rs or
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inJury to the consuming public . the bill removes the requ irement
that injury to both the dealers and the public be shown befor e the
proposed es tablishment. gran t. relocation. reopening or reactivation
of a franchise will be proh ibit ed by the Motor Vehicle Franchise
Commi ttee. In addition. the bill specifies a part icular se t of
conditions that lire to be deemed by the Moto r Vehicl e Franchise
Committee as being injurious to existing deale rs or to the public.
This pertains to a sit ua tion whereby:

1) the average sales registrat ion of the franchisees Riven notice
is at least equal to the ave rage sales registra tion of all franchisees
in the same line make in the zone , district or territory to which the
proposed franc hise or business will be assigned ;

2) the proposed franc hise or business is likely to cause not less
than a 20 percen t reduction in new vehicle , parts or service sal es or
not less than a 20 percent reduc tion in gross income for the
pro testing fran chisee ;

3) the proposed franchise or business will not operate a full
service franchise or business at the proposed locat ion; or

4) an owner or ope rator of the proposed franchise or business
has engag ed in material unfair or deceptive business practices with
resp ect to a motor vehicle franchise or business .
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AMENDMENTS
to

~EMBLY, No, 2550
(Sponsored by Assemblymen Moran and Impreveduto)

REPLACE SECTION 4 TO READ;
4. (New sec tion) It sha ll be a violation of the "Franchise

Pract ices Act ," P.L.197t . c .356 (C.56:10- 1 et seq.), for a motor
vehicl e franchisor to exercise a right of first refusal or other
right to acquire a motor vehicle franchise from a motor vehicle
franchisee unless the motor vehicle franchisor:

a. at the elect ion of the motor vehicle franchisee. assumes the
lease for or acquires the real property on which the motor vehicl e
franchise is conducte d on the same te nn s as those on which the
real property or leas e was to be sold or t rans ferred to the
acq uir ing t ransfe ree in connect ion wit h the sale of the motor
vehicl e franchise. unless otherwise agreed to by the motor
vehicle franchisee and motor vehicle fran chisor; and

b. reimburses the acquiring t rans fe ree of the motor vehicle
franchise for the reasonable expenses paid or incurred by him in
evaluating and inves tig ating the motor vehicle franchise and
negot iating and pursuing the acquisit ion of the motor vehicl e
franchise prior to the motor vehicle franchisor 's exercise of the
right of first refusal or other right to acquire the motor vehicl e
franchise . For purposes of this subsection. expenses to evalu ate
and invest igate the mo tor vehicle fran chise means. in addition to
any other expenses asso ciated with the evaluation and
inve st igation of the motor vehicl e franchise. tlegal and
acco unt ing expenses. and! expenses associated with the
evalua tion and investiga tion of any real prop erty on which the
mot or vehicle franchise is conduc ted. incl uding. but not limited
to, expenses associa te d with ti t le examina tions. environmental
assessments and ot her expenses directly relat ed to the acquisition
or lease of such real prop erty by the acquiring transferee. Upon
reimbursement , any t itle reports, or other repo rts or s tudies
received by the acqu iring t ransferee as a result of the evalua tion
or inves tigation of the motor vehicl e franchise or the real
proper ty on which the mo tor vehicle franchise is conduc ted shall
be provided to the mot or vehicle fran chisor. The acqu iring
transferee shall submit an it emized lis t of the expenses to be
reimbursed along with suppor ting documents. if any , to the motor
vehicle franchisor no lat er than 30 days a fte r receipt of a wri tt en
reques t for same from the motor vehicle fran chisor. The motor
vehicle franchisor shall ma ke payment within 30 days of rec eipt
of the itemized list.

c. For purposes of this sect ion. ..acquiring transferee" means
the person to whom the motor vehicl e franchise would h ve n
t ransf'erred had the right of first refusal or oth r right to quire
the motor vehicl Iranchis not beon exerci d by th motor
veh icle fmm:hisor .

/
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~EMBLY, No. 2550

SfATE OF NEW JERSEY

INTRODUC ED MAY 10.1 993

By Assemblymen MORA N. IMPREVEDUTO and Connors

I AN ACT conce rning motor veh icl e fra nch ises. amend ing
2 P.L.1 971. c .356 and P.L.1982. c.1 56. and supplementi ng
:1 P.1..1977. c .84 (C.56:10-1 3 e t seq.].
.\
5 BE IT ENACTED by lhe Senate and General Assembly of th e
6 S tate of New J ersey:
7 I. Sec t ion 4 of P. L.1971. c. 356 (C.56:1O-4) is ame nded to read
B as follows:
!I 4. This ac t appli es onl y,

10 !!.: to a franchise (1) the performance of which contempla tes o r
11 requi res the franchisee to es tablish or ma intain a place o r
12 bus iness with in the St at e of New I erse y, (2) whe re gross sa les of
13 produc ts or se rvices be tween the franchiso r and fran chisee
14 covered by suc h franchise shall have exceeded $35.000.00 for the
15 12 months next preceding the ins ti tu tion of suit pursuan t to this
16 ac t. and (3) whe re more than 20% of the franchisee ' s gross sa les
17 are intended to be or are derive d from such franchise; o r
18 h. to a franch ise for the sa le of new motor vehicles as de fi l1l ~d

t!J in R.S.39: 1O -2. the pe rfonn anc e of which con te mpla tes or
20 req uires the franchisee to es tablish or mai nta in a place o f
21 business within the Slat e of New Jersey.
22 [cf: P.L.1971. c .356. s.4)
2:1 2. Section 8 o f P.L.1982 . c. 156 (C .56: 1O- 231 is amended to
24 read as follows :
25 8. !!.: In detenn ining whe the r the gran t . re locat ion. reo pening
26 or reactiva tion of a franchise o r es ta blishment , relocation.
27 reopening or rea ctivation o f a business will be injurious to
2H existing fr anchisees [and] Q! to the public int e rest . the commi ttee
29 may consider. but shall not be limited to conside ring the
30 followin g:
31 Ia.l ill The e ffec t that the proposed fra nc hise o r business would
32 have on the provisio n of s ta ble. adeq ua te and re lia ble sa les and
3:1 se rvice to purchase rs of vehicles in th e sam e line ma ke in the
:14 relevan t mark et a rea;
35 [b.l ill The effec t tha t the proposed franchise or business would
:lIi have on the s tabili ty of existing franchisees in the sa me line
37 ma ke in the re levan t marke t area:
3H lc.l W Whet her the existing franchisees in the same line make
39 in the re leva n t ma rket a rea are pro viding adequa te and
40 convenien t co nsume r service for motor vehicles of the line ma ke
4t in the relevan t marke t area. which sha ll incl ude thtl adeq uacy of
42 motor vehic le sa les and serv ice fac ilit ies , equipment . supply of
n motor vehic le parts and quaIi fied service personnel:

f XPl AHATION- - H.itt.r f'nc1o,.d ,n bo ld-hc.d br.c ".u (l hw') in U'•
..bov. bi l l i \ not . n.ct.d .nd 1\ ,nt.nd.d t o b. o-I1t t.d i n t h. h • .

~tt . r und.r1I1,.d I' n.- ... tt.r .
• tt.r f nrlol.d t n \ "p. "1( ' . pt n~r. h h., b••n .dopt.d . , fo11 ow\ :

A" .. ly A( P r ttt . . ...ndNnt\ .dop t . d ~ , 11. I q l ,
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[rl.] W The e1 .~c l on a re loc aling deale r 01 a denial of it~

2 re loca tion into the rel e vant ma rket area.

.\ b. In de ltmnining whelhe r the rant . nd.QStl i,Il.!I< !!;!JlJlming,!H
reac tiva tion o f a franc hise or establishmen t, re location.

:. reopeni,!& or reactivation of a business will be injurious to
U Ilxis t ing franch isees o r 10 th e publj~ . in terest. it sha ll be resumed

7 l!la !., th e lro sed rant re loca t ion. reo w/!0g or reac tiva tion of
H the franch ise or es ta blishment. re loca t ion. reo pl!nin ' 01
!l re ac tiva tion of lhf~ bus iness w~1l be in jur ious 10 _,= xis t i!llJ

10 fran chisees or to the publi c in te res t if:
II (1) th e ave rage sal es reg is tration u f .t!JI' fr,!!!chl~es , j"..'!!l
12 no tice pursuanl tu sec tio n 4 o f P. L. 1982 . c . 156 le .56 : 10-1 9) is a~

1:\ least equal tu th e ave ra e sa les regisl ration of a ll fra nchisees in
H Ihe same line make in th e zone. dist rict ur terri toryJp whiGh _t,~ e

I:, l!.r:Q.P:<Jsed franchise or bus iness will be asEigne d;
1I> G!J the 1m Ised fran chi se or bus iness is likely tu Ga use nut les.,
I ;' than a 20% reduct iun in new vehicle . parts.o r se rvice sa les or no.t
IH less than a 20% w duc tion in &.!:oss info-, ne for tlw l ro i e\~i.!l!J

I !I fr anchisee ;
211 ~. lro lOsed franchise or busin ess will no t 0.P!':I!~~r '-i~JlI li

~ 1 s r ~ rv i c e f raJll : ~ise ur business a t the pro POSf:el IOGa t ion; or
(4) an own e r o r ope ra lo r of the pm (lOsed franchise or hus i l" '~~

2: \ has engaged in ma te rial un fai r ur deGepl ive bus ilw~ l rac t i l : "~

2· l \.Yi.!!! res ect tu a mo tor vehirJe franchise o r bus iness .
2:1 [c f: P.L.1 982. c .1 56. s .aj
~ li :1. (New se c t ron] It sha ll be a vio lation o f the .,Franc his«
!,7 Practices Act ." P.L.197t. c .:\ 5(j (C .5f): I U 1 e t seq. ] , for a II1nh Jl

2H vehic l» franchiso r to e xerc ise a righ t o f fi rs t refusa l o r ot her
2 !1 li ght to ac qui re a mot or vehic le fr anchise from a moto r vehicle
,W franchisee as a means to in fluence the considera tion or ot her
II te rms offered by a pe rson in connec tion with the ac qu isit ion of
.12 t he moto r vehicle Ir anchise IIr to influence a person 10 refra in
'1.\ from en tering into. or to withdraw from . negot iar iuns fo r the
,\ 1 acquis it ion o f the mo tor vehicle franchise .
I;. 4. (NHw sec tic n] It sha ll hr: a violat ion o f the " Franch isu

II> Pract icus Act; " 1'. L. 1971. <: .:J5ti (C .56:1U· 1 e t se q.], for iI mnlo r
\ 7 vehic le franchisor to e xercise il right o f first refusa l or o the r
11\ right to ac quire a motor veh icl e fr anc hise from il mo tor vehicle
,PI fr anc hisee un less the mot o r vehicle franchisor:
II I il, ilt th e e lec tion of thl! mu tor vehic le fra nchisue, assumes the
I J I"ils" for or acqu ires the real prupe r ty on which the mo tor vehicle
I~ I rnnc hisu is conduc te d on till! same terms as those on which Ihe
I i mal pru pert y o r I"asp. was to III! so ld or t rnns furrnd to th"
I I aC'l llirinll t rnnsf urue in connec t ion wit h the sale o f the motor
I', V.:hlCIt: Irnnc hisu , unles.s oth" rWISf~ illll'I:tld to hy the moto r
It. " d nel f: fr anch isr'f: .md nuuor vuluc le frandusur: and
I' h. ruimbursus the aCflUirill)l t runxfe ree of the mo tur vuhu.le
III fra nc hise fur tilt: reasonabl« l:xp"nSf:S paul or mc urrud hy him III

1!1 I:"a luill inll .1111 1 Illv"s tiMil t inM tlw moto r v" hlt:l" fralll:hisr: ami
.• 0 1 1 1 : ,k' fJ t l t , l ll1 ~ d ill I pU"''I lIIn~ Itll' l U"q lll ~ l t I O Il ot Ih t ~ nuunr vuhuh -

I frollll,hlM: pru u 10 Ih.: Illotor Vdll f I.· fr .ltll:hi""r ', .:,,,rl:'Sf· 0 1 IIII'
l'I)lhl 01 l rr... 1 w lu,a l III' o tlu -r f1)l h t to ,1l:11ulrfl tlw mo tor ".· hll:I.·
f r ': lIu :hl" ', Fur pUrJM)'f!S uf I tw.. 'lIh.'I~c : ll()n. t!'Ju ~ n!\t ~' In t ~ \' ,d ' lt l tt !

, lt ll l m v "~ l l ll il lt · the nuuor ,,:hll:lt: (rillll:hisr: mu.u u... . II I addlt loll t tl
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I any other expenses asso ciat ed with the eva lua tion and
2 invest illation of the motor vehicle franc hise. lIe at and
:1 at:coun ting expenses , and ! expenses assoc ia te d with the
4 nval uatinn and investigation of any real prnpu r ty on which the
5 motor vehic le fran chi se is conducted. includ ing, but not lim it ed
6 to. expenses asso ciat ed with ti tle examina tions. environmenta l
7 assessments and other exp enses dir ectly relat ed to the acquisi tion
8 or lease of such real prop erty by the acquiring t ransfe ree , Upon
!l reimbursement. any title reports. o r ot her reports or s tudies

10 received by the acquiring t rans fe ree as a result of the evalua tion
II or Inves tig a tion of th e motor vehicle franch ise or the rua l
12 property on which the mo tor vehi cle fr anch ise is conduc te d sha ll
1:1 Ill! provided to the motor vehi cle fr anch iso r. The acquiri ng
14 t ransf e ree sha ll submit an it em ized list of the expenses to be
15 reimbursed a long with supporting documents. if any . to the motor
16 vehi c le franchi sor no lat er than 30 days a fte r receipt of a wrilt en
17 request for sa me fro m the mot or vehic le f ranchisor . The motor
18 vehic le franc hiso r sha ll make payment within 30 days of receipt
1!l of the itemized list.
20 c. For purpo ses of this section. "acquiring transferee " means
21 the person to whom the motor vehicle franch ise would have been
22 transf erred had the right of first refusal or other right to ac quire
23 th e motor vehicl e fran chise not been exercised by the mot o r
24 vehicle fran chi so r.
25 5. This ac t sha ll tak e e ffe c t immedia te ly.
26

27
28

2!1

:10 Revises laws regard ing the right s and res ponsibili t ies o f mot or
:11 veh icle franchi sors and their franchisees.
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ASSEMBLY, No.2550OR)

B EPL.h...CE THE TI TL.E TO BE ,W '
AN ACT concern ing motor vehicle franchises. amending

P.L.19 71. c. 356 2[andJ ,2 P.L.19 82. c.1 56 2and P.L.1985. c.3612.
and supplement ing P. L.1977. c.84 (C.56:10-13 e t seq .).

B,EPL A, CE SECTlQr" 2 TO BEAD:
2. Sect ion 8 of P.L. 1982, c.156 (C,56 :10-23) is am ended to

rea d as follows:
8. ~ In determ ining whe ther the gran t. relocat ion. reopening

or reactivat ion of a fr anchise or es tablishment. relocation .
reopening or react ivation of a business \\;11 be injurious to
exist ing franchisees [and] QI to the public interest. the co mmi t tee
may co nsider. but sha ll not be lim it ed to considering the
follo wing:

Ia.I ill The effe c t that the proposed franchise or business would
have on the prov ision of s table. adequate and reliabl e sales and
se rvice to purchasers of vehicles in th e same line make in the
relevan t market ar ea;

lb.l ill The effec t that the proposed fr anchise or busin ess would
have on the s tability of existing franchise es in th e sam e line
make in the relevant marke t ar ea;

lc.l ill Whethe r the exis t ing fr anchisees in the sam e line make
in the relevant mark et area ar e pro viding adequa te and
convenie nt consumer service fo r motor vehicles of th e line make
in the rel evant marke t area . which shall include the adeq uacy of
mo to r vehi cle sales and service facilities. equipmen t. suppl y of
mot or ve hicle parts and qu ali fied service pe rsonnel ;

ld.l ill The effect on a relocating dealer of a denial of its
relocation into the re levan t market area .

b. In de termining whether the gran t. reloca tion. reop ening or
reac tiva tion of a franduse or es tablishment . relocation.
reopening or reactiva tion of a business will be injurious to
existing fr anchisees or to th e public interes t . it shall be presumed
that the proposed grant . relocation. reopening or reac tivat ion of
the franchise or establishment . relocation. reopening or
rea ctivation of the business will be injurious to exist ing
franchi sees or to the publi c interest if :

ill 2fo r the 24 mont h pe rio!LP..rior to not ice nursuant to section
4 of P.L.1982. c .156 (C.56:1O-19), 2 the average sale s
2[regis t ra tion ) penetra tio n2 of the franchisees given no tice
~uant to sec tio n 4 of P.L.19 82. c.156 (( .56:10-t9) is at least
eq ual to the aver al'" sales 2[regis t ra t ion) penet rat ion2 of all
f ran chisees in the sam e line make in the zone, district 2 re 'on2

QI 2[ te rn to ry to l o ther eo ra hic desi tion used b · the mot or
vehic le fran chIsor in t0 2 which th e proposed fran chi I ! or busin
will be si ed '
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(2) the propos ed franch ise or business is likely to ca use not les s
than a 2[20%] 25%2 reduct ion in new vehicle 2[. parts or servicel­
sa les or not less than a 2[20%] 25%2 reduct ion in gross income for
the prot esting franchisee :

(3) the proposed franchise or business will not operate a fu ll
service fran ch ise or business at the proposed location : o r

(4) an owner or operator of the proposed fran ch ise or business
has engaged in material unfa ir or deceptive business pract ices
wit h respe c t to a motor vehicl e fran chise or business.

2c . The presumption in subsection b. of this section shall not
apply to the grant . reop ening or rea ct ivat ion of a fran ch ise or to
the establishment . reopening or react iva t ion of a business if the
proposed franchisee is a minorit y or a woman . For the purposes
of this subsection. "minority" means a !Jerson who is:

(l) Black. which is a person having origins in anv of the
black rac ial groups in Africa; or

(21 Hispanic. which is a person of Spanish or PortulnJes e
cult ure with origins in Mexico . South or Central America . or the
Caribbean Islands. regardless of race; or

(31 Asian American. which. is a person having orig ins in an\'
of the origina l peoples of the Far Eas t. Southeast Asia. Indian
Subconti nent. Hawaii. or the Pac ific Islands ; or

(4) American Indian or Alaskan nat ive. which is a pe rson
havi ng or iglOs in anv of the onginal peoples of Nort h Americ a.2
(cf': P.L.19B2. c.156. s.B)

INSERT NEW SECT1Qi"S 3 AND 4 TO READ'
23. Sec. tion 5 of P. L.19B2. c .156 (C.56 :10-20) is amende d to

rea d as follows:
5. The provisions o f sect ions 3 and 4 of P.L.19B:!. c. 156

(C.56:10-1B and 56:10- 19) notwiths tanding. a mo tor vehicl e
franchiso r may:

a. Penni! an exis t ing franchisee to relocate his franchise
wi thin 2 miles of the franchisee 's existing franchise loca t ion.
except that a franchise may not be re located pursuant to this
subsection unless a t leas t five year s have elapsed since any
previous reloca tion pursuan t to thi s subsec tion;

b. Reopen or react iva te a franchise or business which has no t
been in operat ion for a period of [1 year] :! vea rs or less at a sit e
wi thin 2 miles of the prior si te ; or

c . Pennit the purchaser of a cont rollin g interest in the shares
or subst antiall y all of the operating assets of an existing
franchise to relocate the pla ce of business of the franc hise wit hin
2 miles of the previously approved fr anc hise location within 180
days of the da te of purch ase.2

(cf: P.L.1991 , c.460, s.t)
24. Sect ion 3 of P.L.1985, c .361 (C.56:10-28) is amended to

read as follows :
3. It shall be a violation of this ac t for a motor vehi cle

fr anchiso r. direc tly or indirectly. through any officer. ent ,
empl oyee. broker or any share holder of the franchisor . exc pt a
shareholder of 1'" or less o f th outs tandin shares of any
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class of securit ies of a fr anchisor which is a publicly t rad ed
corporat ion, or o ther person, to own or operate a place of
business as a motor vehi cl e franchis ee , except th at th is se ction
shall not proh ib it th e ownership or operat ion of a place of
business by a motor vehicl e franchisor for a period . not to exceed
(12) 24 consecu tive months, during th e t ransi t ion from one motor
veh icl e franchisee to another; or th e inves tment in a mo tor
vehicl e franchisee by a motor vehicle franchisor if th e
investm en t is for the sa le purpose of [supplement ing the pr ivat e
ca pi ta l inves tme nt funds of) enab ling a pa r tn er or shareholder in
tha t mot or vehicl e franchisee to acqui re an interes t in th at moto r
veh icl e fran ch isee and tha t partn er or sha reh older is no t
othe rwise em ployed by or ass ociated wi th the motor vehicle
franchiso r and would no t otherwise have th e req uisit e c ap ital

investm ent funds to inves t in the motor vehicle franchisee . and
has the righ t to purchase th e entire equi ty inte rest o f the motor
vehicl e fran ch isor in th e mo tor ve hicle franch ise e wi thin a

reasonable period of t im e not to exceed 10 years .2

(cf: P.L.1985. c. 361. s .a )

BE:-iUMBER SECTI ONS 3 THRO UGH 5 AS SECT!ON~

THROUGH i

STATEMENT

These amendments permit a mo tor vehicl e franchiso r: to
reo pe n or rea c t iva t e a franchise which has not bee n in ope ra t ion
fo r a period of tw o years or le ss at a sit e within two m iles o f the
prior site , ins tead of the cu rr ent one year or les s; to own or

opera te a fr anchise for 24 consecut ive mont hs, inst ead o f the
c ur rent 12 co nsecut ive months , during a t rans it ion fro m one

franchisee to ano the r; and to inves t in a fr anc hisee if th e
inv es tme nt is fo r the sole purpose o f enab ling a partn e r o r
shareholde r in that franc hisee to acquire an in teres t in th a t
franchisee .

The bill es tabli shes a number of co nditions th a t a re to be
deemed by the Mot or Vehicle fran chise Com mitt ee as being
in jurious to exis t ing dealers or to th e pub lic in teres t. Th e
am endme nts provide that th ese for egoing presumptions would no t

apply to the grant. re opening or rea ctivat ion o f a franchise if the
proposed franchise e is a minority or woman. f ur ther. th e

amendments pro vide tha t a proposed es ta blishment. grant.
relocation, re opening or reactiva t ion of a franchise \\; 11 be

injurious to existing franchi se es or to th e pub lic interes t i f the
proposed franchise is likely to ca use not less than a 25%

reduction in new vehicle sales or not less than a 25% re duc t ion in
gross income for th e pro t est ing franchisee . The bill origtnally
speci fie d, ins te ad. not less than a 20% reduct ion in ne w vehicle.
parts, o r service sales, o r not less than a 20% reduction in gro ss

income fo r the protesting franchisee.
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STATE OF NEW JERSEY

INTRODUCED MAY 10, 1993

By Assembl ymen MORAN. IMPREVEDUTO and Connors

1 AN AC T conce rning motor vehicl e franchises . amending
2 P.L.1971, c .356 2[andl ,2 P.L.1982. c.156 2and P.L.1 985.
3 c.36 12• and supplementing P.L.1 971. c.84 (C.56:10-1 3 e t seq.).
4

5 BE IT ENACTED by th e Senate and General Asse mbly of the
6 Sta te of New Jersey:
7 1. Sec tion 4 of P. L.1971, c.356 (C.56:10 - 4) is amended to read
8 as follows:
!l 4. This ac t applies only,

10 !!, to a fran chise (I) the performance of which conte mplates or
II requires the franchisee to establish or ma inta in a pla ce of
12 business within the Sta te of New Jersey, (2) where gross sal es of
13 product s or serv ices between the franchiso r and franchisee
14 covered by such franch ise shall have exceeded $35,000.00 for the
15 12 months nex t preced ing the ins ti tut ion of sui t pursuant to this
16 ac t, and (3) whe re mor e than 20% of the fr anchisee 's gross sales
17 are intended tu he or are de rived from such franchise; or
18 b. to a fran chise for the sa le of new mot or vehicles as defined
19 in R.S.39:1O- 2. the perfonnance of which conte mpla tes or
20 requires the franch isee to es ta blish or majnt ain a place of
21 business within the Sta te of New Je rsey.
22 (ef: P. L.1971. c .356. s.a]
23 2. Section 8 of P.L.1982, c . 156 (C.56: 10- 23) is ame nded to
24 read as follows:
25 8. !!, In detennining whet her the grant. relocat ion. reop ening
26 or rea c tiva tion of a franc hise or establishment. relocation,
27 reopening or react ivat ion of a business will be injurious to
28 exis ting fr anchis ees [and! Q! to the public interes t, the committ ee
29 ma y conside r, but shall not be limit ed to conside ring the
30 following:
31 la.l ill The eff ec t that the propos ed franch ise or business would
32 have 0) 1 the provision of s ta ble , adequate and reliable sal es and
33 serv ice to purchasers of vehicles in the sam e line mak e in the
34 relevant ma rke t a rea ;
35 lb.l ill The e ffec t that the proposed franch ise ur business would
36 have on the s tabili ty of exis t ing franch isees in the sam e line
37 make in the re levant marke t area;
38 Ic .1 W Whe ther the exis t ing franch isees in the same line make
3!1 in the re levant marke t a rea are providing adeq ua te and
40 convenient consume r se rvice for motor vehicles uf the line makn
41 in the rel evan t ma rke t a rea, which shall includ e the nequacy of

[XPlANATlON- - H.tt.r .ncl 01.d ' " bol d-f .c.d br.c~.h [ I t'lu s l 1n t"',
. boy. bill i , not , n, cl.d .nd " in t . nd. d to b. OM l tt . d in th. 1, ,,,.

.... tt . r und. r" ned 1.h.YJ. i ' n, . NU, ,, ,
~t h " . nc !o l.d i n l up. ru r i pt nu",.r.h h., b••n .doptfd . \ '0 110. ' ;
1 Au ...bl, ACP co-i H .. ...nd..nl' odopl . d ... , II, 199] .

"".",bly floor . "" ndINnt, .dopt.d Jun. 1" 1993 ,
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I moto r vehicle sales and se rvice facilit ies . equ ipme nt. su pply of
2 motor vehicle parts and qualified se rvice personnel :
:1 ld.] W The e ffec t on a relocating dealer of a den ial of its
·1 relocat ion into the relevan t mark et a re a.
f, b. In determining whether the grant , relo cation, reopen in~

Ii reactivation of a franch ise or es t ablishme nt, relocat ion.
7 reop ening or rea ctivation of a busin ess will be inju rious to
t! exis t ing franch ise es or to the public in te res t, it sha ll be pr esumed
!J that the proposed grant, relo cat ion , reoP!!nin or reac tiva t ion o f

10 the franchise or establishm ent , relocat ion , reopenin&__()i
II rea ctivation of the business will be in·u rio l.!.S to exis ting
12 franch isees or to the public in te res t if:
t:l l!1 2fo r the 24 month period pr ior to no tic e pursuan t to seq 0 !!
J·I 4 o f P. L.1982, c .156 (C.56:10-1 9),2 the avera~ sa il~ s

I :; 2[regis tra tio nJ pene tration2 (If -,he franchisees Riven not ice
Iii ~uan t to section 4 o f P. L.1982, c .156 C.56:1O- 19 is a t leas t
17 eq ua l to the ave rage sal es 2[rugis t ra t ionl pen etra tion 2 QLa ll
If! fr anchisees in the sa me line ma ke in th e zone , dist rict 2~g\.Q! !2

1!1 ()i 2 [ t e rri to~1 othe r geographi c designa tion used by the motor
20 vehicle franchiso r int 02 which the proposed franchise or busin ess
2 1 will be assigned ;
22 (2) the pro posed franc hise or busin ess is likel y to cause not less
2.1 th an a 2[20%1 25%2 reduction in new vehicle 2[o..Jlarts or service l-
24 sa les o r not less th an a 2[20%1 25%2 reduct ion in gross income fo r
2:; the pro testing franchisee;
2\; (3) the proposed fra nc hise or bus inuss will no t 0 e rat e a fu ll
27 se rvice franchise or business a t the pro posed locat ion : or
2f! 8) an owne r or opera to r of the pro posed franc hise or bus iness
2!1 has engaged in materia l unfai r or decep tive business practices
:lO with respect to a mo tor vehicle fr anch ise or bus inuss .
J I 2c . The pres umpt ion in subse c t ion b. of th is sec tion shall no t
'1 2 ~Iy to the grant , reop en ing or reactivat ion of a fr anch ise or to
'13 the es ta blish me nt , reo~ or reac tiva tion of a busin ess if t h ~

\ 1 proposed f ranchisee is a mino rity or a woman. For the purposes
:1 5 o f this subsec t ion "mino ri t " means a erson who is :
:lli (1) llIack, which is a person havin ori ins in an of the black
37 !Ec ial grou s in Africa ' o r
.It! (2) Hispanic , which is a person of S anish or Port u uese
3'l ~u l t u re with ori gins in Me xico , So ut h o r Central America, or the
tll c.;aribbe. n Island s re ar dless of race : l2i
II (:1 1 Asian Ame rican, which is a_pe rson hav in o rigins in any o f
·12 t h~~ ori in''.!_ .DQ!J lies of the Fa r Eas t, Southeast _~~\..a In~ ian

1.\ ~ubcon t inen t. Hawa ii , or the Pac ific Isl ands : or
I I UL-An!~! !Ci!.n Indian or ~l!!sk an_~a t i v e, which is a p~rson

I i, ~a~i!lg ..Q!l ll.i ns ill anyof the or i illal eo les of North Ame rica .2

IIi fer: 1'.1.. 1082. c . 156. s .a )
1"/ 2:1. Section 5 o f 1'.1.. 19H2. c .156 (C.56: 1U- 2ll) is amen ded to
III m ad as follows:
1'1 fl . The IInl visiolls o f sec tions :1 and -I IIf 1'.1..IHH2. c . 1511

. ,1) (C .f,ll : III IH aJlll se: III 1\1) llo' w, lI" l<t ll.linii. it motor vehicl --

,I I 11 iUlchi,o r IlI ay:

J.! , I . 1" :1"1I 11 1 i lll exis t inll f ranchiseu to relocat e his fr nch ive
,I w,lhill 2 mil .·s o f tht! frn/ll :his.,, · s t!xis t inll fr lllll:his.! loc nt ion.
., I ,:xu '1I1 thnt a [r unch isu muy ,u Il I", relo cat ed pursuant to tillS
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I subsection unless at leas t five years have elapsed since any
2 previous relocation pursuan t to this subsect ion;
3 b. Reopen or reac tivat e a fr anchise or business which has not
4 been in operation for a period of [1 year)~~ or less a t a si te
5 wi thin 2 miles of the prior site; or
6 c. Perm it the purchaser of a controlling int er est in the shares
7 or substant ially all of the operat ing ass ets of an exis t ing
8 franchise to relocate the plac e of business of the franch ise within
9 2 miles of the previously approved franchise location within 180

10 days of the date of purchase.2

11 (ef: P. L.199t. c .460. s.t)
12 24. Sec tion 3 of P.L.1985. c.361 (C.56 :1O- 28) is amend ed to
13 read as follows:
14 3. It sha ll be a violation of this act for a motor vehi cle
15 franchisor, directly or indirectly. through any officer, agent .
16 employee. bro ker or any shareholde r of the fran chisor. except a
17 sha reho lder of 1% or less of the outstanding shares of any class of
18 securities of a fran chisor which is a publicly t raded corporat ion.
19 or ot her person. to own or opera te a place of business as a motor
20 vehicle franchisee. except that this sec t ion shall no t proh ibit the
21 ownership or operation of a place of business by a motor vehicl e
22 franchiso r for a period, not to exceed (12) 24 consecutive months.
23 during the transition from one motor veh icle fran ch isee to
24 anoth er; or the investment in a motor vehicl e franch ise e by a
25 moto r vehicl e franchisor if the inves tment is for the sole purpose
26 of [supp lement ing the priva te cap ital inves tme nt funds o f!
27 enabling a part ner or shareholder in tha t motor vehicl e fr anchisee
28 to acquire an int e rest in that motor vehicle franchi see and tha t
29 partner or shareholder is not otherw ise employed by or associa te d
30 with the motor vehicl e fran ch isor and would not otherwise have
31 the requisit e capi tal investment funds to invest in the mo tor
32 vehicle fr anch isee, and has the right to purchase the enti re equity
33 inte res t of the motor vehicl e fran ch isor in the motor vehicle
34 franchisee within a reasonabl e period of t ime no t to exceed 10
:15 years.2

36 (ef: 1'.L.1985, c.as i. s.3)
37 2[3.) ~2 (New se c tion) It shall be a violation of the "Franchi se
38 Pract ices Act ." P.L.1971. c .356 (C.56:1n- l pI ~P'l .) , for 11 motor
39 vehicl e fran ch isor to exercise a right of first re fusal or other
40 right to acquir e a motor vehicl e franchise from a motor vehicle
4 \ franchisee as a means to influence the conside ra tion or o the r
42 tenns offered by a person in connec t ion with the acquis ition of
43 the motor vehicle franch ise or to influence 11 pe rson to refra in
44 from entering into. o r to withdraw from . negot ia tions for the
45 acquisition of the motor vehicle franch ise.
46 2[4.1~2 (New sec tion) It sha ll be a violat ion of the "Franchise
47 Prac tices Ac t ," 1'.1•.1971. c.356 (C.56:10- 1 a t seq .], for a mo tor
48 vehicl e franchisor to exercise a right of first re fusa l or ot her
49 right to acquire a motor vehicle franch ise from a motor vehi cle
50 fran chisee unless the motor veh icle franchisor:
51 a. a t the elec tion of the motor vehicl e fran chi e. a urnes the
52 lease for or cquiru thu real propert y on which Ih I ot r vehicle
53 franchis.: is conduc ted on the slime terms s thost on whi h the
54 rea l prope rty or It) W . to b lid or t r n f rred to th,.
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1 acquiring t ransferee in connec tion with the sale of the mot or
2 vehicle franchise, unless otherwise agreed to by the motor
3 vehicle franchisee and motor vehicle franchisor ; and
4 b. reimburses the acquiring transferee of the motor vehicle
5 franchi se for the reasonable expenses paid or incurred by him in
6 evaluating and investigating the motor vehicle fran chise and
7 negotiating and pursuing the acquisit ion of the motor vehicle
Il franchise prio r to the motor vehicle franchisor ' s exercise of the
!I right of first re fusa l or other right to acquire the motor vehicle

10 franchise . For purposes of this subsec t ion. expenses to evaluat e
11 and inves t igat e the motor vehicle franchise means, in addi t ion to
12 any other expenses associat ed with the eva lua tion and
13 investigat ion of the motor vehicle franchise. l~~

14 accounting expenses , and I expenses asscci at ed with the
15 evaluat ion and inves t igation of any real property on whic h the
IIi motor vehicl e franchise is conduct ed . includin g, but not limi ted
17 to. expenses associ a ted with title examinations, environmenta l
18 assessments and othe r expenses direct ly related to the acqu isit ion
19 or lease of such real property by the acquiring transfe ree. Upon
20 reimbursement , any title reports, or oth er reports or s tudi es
2 1 received by the acquiri ng tr ansferee as a result of the eva luation
22 or investiga tion of the motor vehicle franchise or the real
23 propert y on which the motor vehicle franchise is conduc ted shall
24 he provided to the motor vehicle franchisor. The acquiring
~ 5 t ransferee shall submi t an it emized lis t of the expenses to be
~ (j reimbursed along with suppor ting document s, if any. to the moto r
~7 vehicle franchisor no lat er than 30 days after receipt of a writt en
21l request for same from the motor vehicle franch isor. The mot or
2!1 vehicle franc hisor shall make payment within 30 days of receipt
30 of the itemiz ed list.
31 c. For purposes of this sect ion, "acquiring t rans fe ree" means
32 the person to whom the motor vehicle franchise would hav e been
33 transferred had the right of first refusal or other right to acquire
34 the motor vehicle franchise not been exercis ed by the motor
35 vehicle fran chisor.
36 2[5.1?.,.2 This ac t shall take effec t immedi ately.
:1 7

31l
3!1
40

41 Revises laws rega rding the rights and res ponsibili ties of motor
42 vehicle franchiso rs and their franchisees.
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