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§ 56:10-2. Legislative findings

The Legislature finds and declares that distribution and sales through franchise arrangements in the State 
of New Jersey vitally affects the general economy of the State, the public interest and the public welfare. It 
is therefore necessary in the public interest to define the relationship and responsibilities of franchisors and 
franchisees in connection with franchise arrangements and to protect franchisees from unreasonable 
termination by franchisors that may result from a disparity of bargaining power between national and 
regional franchisors and small franchisees. The Legislature finds that these protections are necessary to 
protect not only retail businesses, but also wholesale distribution franchisees that, through their efforts, 
enhance the reputation and goodwill of franchisors in this State. Further, the Legislature declares that the 
courts have in some cases more narrowly construed the Franchise Practices Act than was intended by the 
Legislature.

History

L. 1971, c. 356, § 2, eff. Dec. 21, 1971; 2009, c. 235, § 1, eff. Jan. 16, 2010.

Annotations

Notes

Amendment Note:

2009 amendment, by Chapter 235, in the second sentence, added “and to protect franchisees from unreasonable 
termination by franchisors that may result from a disparity of bargaining power between national and regional 
franchisors and small franchisees”; and added the third and fourth sentences.
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§ 56:10-3. Definitions

As used in this act:

a.  “Franchise” means a written arrangement for a definite or indefinite period, in which a person grants 
to another person a license to use a trade name, trade mark, service mark, or related characteristics, 
and in which there is a community of interest in the marketing of goods or services at wholesale, retail, 
by lease, agreement, or otherwise.

b.  “Person” means a natural person, corporation, partnership, trust, or other entity and, in case of an 
entity, it shall include any other entity which has a majority interest in such entity or effectively controls 
such other entity as well as the individual officers, directors, and other persons in active control of the 
activities of each such entity.

c.  “Franchisor” means a person who grants a franchise to another person.

d.  “Franchisee” means a person to whom a franchise is offered or granted.

e.  “Sale, transfer or assignment” means any disposition of a franchise or any interest therein, with or 
without consideration, to include but not be limited to bequest, inheritance, gift, exchange, lease or 
license.

f.  “Place of business” means a fixed geographical location at which the franchisee displays for sale 
and sells the franchisor’s goods or offers for sale and sells the franchisor’s services.  Place of business 
shall not mean an office, a warehouse, a place of storage, a residence or a vehicle, except that with 
respect to persons who do not make a majority of their sales directly to consumers, “place of business” 
means a fixed geographical location at which the franchisee displays for sale and sells the franchisor’s 
goods or offers for sale and sells the franchisor’s services, or an office or a warehouse from which 
franchisee personnel visit or call upon customers or from which the franchisor’s goods are delivered to 
customers.

History

L. 1971, c. 356, § 3, eff. Dec. 21, 1971; 2009, c. 235, § 2, eff. Jan. 16, 2010.

Annotations

LexisNexis® Notes

Notes
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OLS Corrections:

Pursuant to R.S.1:3-1, the Office of Legislative Services, through its Legislative Counsel and with the concurrence 
of the Attorney General, inserted “be” preceding “limited to” in subsection e. in L. 2009, c. 235, § 2.

Amendment Note:

2009 amendment, by Chapter 235, in the second sentence of f., added the language beginning with “except that.”

Case Notes

Business & Corporate Law: Distributorships & Franchises: General Overview

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

Business & Corporate Law: Distributorships & Franchises: Business Opportunities

Business & Corporate Law: Distributorships & Franchises: Causes of Action: General Overview

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Elements

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise 
Agreements

Civil Procedure: Jurisdiction: General Overview

Contracts Law: Contract Conditions & Provisions: Forum Selection Clauses

Torts: Business Torts: Bad Faith Breach of Contract: General Overview

Torts: Business Torts: Unfair Business Practices: General Overview

Trademark Law: Conveyances: Licenses

Business & Corporate Law: Distributorships & Franchises: General Overview

Contractual relationship between the producer of a computerized educational-learning system and its exclusive 
regional distributor, a business incorporated in New Jersey, sustained a finding of a “franchise” within the meaning 
of the New Jersey Franchise Practices Act, N.J. Stat. Ann. § 56:10-3(a), where the contract documents expressly 
conferred on the New Jersey entity both the right to use the producer’s name, trademark and logo in its advertising, 
exhibits, trade shows, public relations materials and manuals, and the duty to use its best efforts to promote the 
producer’s products. Instructional Sys. v. Computer Curriculum Corp., 130 N.J. 324, 614 A.2d 124, 1992 N.J. LEXIS 
1046 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

In a case brought by plaintiff under the Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., the court found 
that the suit was properly dismissed by the trial court because plaintiff lacked standing to assert the claim; the 
Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., specifically N.J. Stat. Ann. § 56:10-3(b), protected 
franchisees, and plaintiff’s agreement to purchase an automobile franchise was not sufficient to make plaintiff a 
franchisee. Tynan v. General Motors Corp., 248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. Super. LEXIS 198 
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(App.Div. 1991), certif. denied, 127 N.J. 548, 606 A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), rev'd, 127 N.J. 269, 
604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Business Opportunities

In a case brought by plaintiff under the Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., the court found 
that the suit was properly dismissed by the trial court because plaintiff lacked standing to assert the claim; the 
Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., specifically N.J. Stat. Ann. § 56:10-3(b), protected 
franchisees, and plaintiff’s agreement to purchase an automobile franchise was not sufficient to make plaintiff a 
franchisee. Tynan v. General Motors Corp., 248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. Super. LEXIS 198 
(App.Div. 1991), certif. denied, 127 N.J. 548, 606 A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), rev'd, 127 N.J. 269, 
604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Causes of Action: General Overview

Defendants, a manufacturer and the personal representative of an officer’s estate, were not franchisors within the 
meaning of N.J. Stat. Ann. § 56:10-3(b) and (c) of the New Jersey Franchise Practices Act (FPA) and therefore 
could not be held liable under N.J. Stat. Ann. § 56:10-7 for alleged FPA violations. The manufacturer allegedly held 
a significant undisclosed equity stake in the franchisor and maintained a position on its board of directors, but there 
were insufficient allegations that defendants actively participated in management of the franchisor to establish that 
defendants “effectively controlled” the franchisor; the applicable standard was assumed to be the level of 
participation required to be a control person under N.J. Stat. Ann. § 49:3-71(d). Gentle Laser Solutions, Inc. v. Sona 
Int'l Corp., 2008 U.S. Dist. LEXIS 47645 (D.N.J. June 19, 2008).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

In a case brought by plaintiff under the Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., the court found 
that the suit was properly dismissed by the trial court because plaintiff lacked standing to assert the claim; the 
Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., specifically N.J. Stat. Ann. § 56:10-3(b), protected 
franchisees, and plaintiff’s agreement to purchase an automobile franchise was not sufficient to make plaintiff a 
franchisee. Tynan v. General Motors Corp., 248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. Super. LEXIS 198 
(App.Div. 1991), certif. denied, 127 N.J. 548, 606 A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), rev'd, 127 N.J. 269, 
604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Agreement between a computer manufacturer and a exclusive reseller of the manufacturer’s products did not 
constitute a “franchise” because the manufacturer did not grant a license to the reseller or authorize the reseller to 
promote itself as an official service source of the manufacturer’s hardware. Instructional Sys. v. Computer 
Curriculum Corp., 243 N.J. Super. 53, 578 A.2d 876, 1990 N.J. Super. LEXIS 320 (App.Div. 1990), certif. denied, 
126 N.J. 318, 598 A.2d 879, 1991 N.J. LEXIS 160 (N.J. 1991), rev'd, 130 N.J. 324, 614 A.2d 124, 1992 N.J. LEXIS 
1046 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Elements

Defendants, a manufacturer and the personal representative of an officer’s estate, were not franchisors within the 
meaning of N.J. Stat. Ann. § 56:10-3(b) and (c) of the New Jersey Franchise Practices Act (FPA) and therefore 
could not be held liable under N.J. Stat. Ann. § 56:10-7 for alleged FPA violations. The manufacturer allegedly held 
a significant undisclosed equity stake in the franchisor and maintained a position on its board of directors, but there 
were insufficient allegations that defendants actively participated in management of the franchisor to establish that 
defendants “effectively controlled” the franchisor; the applicable standard was assumed to be the level of 
participation required to be a control person under N.J. Stat. Ann. § 49:3-71(d). Gentle Laser Solutions, Inc. v. Sona 
Int'l Corp., 2008 U.S. Dist. LEXIS 47645 (D.N.J. June 19, 2008).
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Under the New Jersey Franchise Practices Act, N.J. Stat. Ann. § 56:10-3(d), a “franchisee” is a person to whom a 
franchise is offered or granted. Tynan v. General Motors Corp., 248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. 
Super. LEXIS 198 (App.Div. 1991), certif. denied, 127 N.J. 548, 606 A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), 
rev'd, 127 N.J. 269, 604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Trial court properly concluded that car dealer was not a “franchisee” within the meaning of the New Jersey 
Franchise Practices Act (Act), N.J. Stat. Ann. § 56:10-3(d), and that to obtain the Act’s protection one must be 
“offered or granted” a “franchise” by the “franchisor.” Tynan v. General Motors Corp., 248 N.J. Super. 654, 591 A.2d 
1024, 1991 N.J. Super. LEXIS 198 (App.Div. 1991), certif. denied, 127 N.J. 548, 606 A.2d 362, 1991 N.J. LEXIS 
1127 (N.J. 1991), rev'd, 127 N.J. 269, 604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Agreements

New Jersey Franchise Practices Act (NJFPA) did not invalidate a forum selection clause contained in franchise 
agreements for a computer consulting and repair business; the franchises were not protected under the NJFPA 
because the franchisee did not maintain a “place of business” within the meaning of N.J. Stat. Ann. § 56:10-3(f), as 
the franchises were operated out of the franchisee’s private residence. Mathews v. Rescuecom Corp., 2006 U.S. 
Dist. LEXIS 8608 (D.N.J. Feb. 16, 2006).

Civil Procedure: Jurisdiction: General Overview

Because the franchisee’s customers regularly purchased and picked-up the franchisor’s automotive products at the 
franchisee’s facility, the court found that the franchisee maintained a “place of business” in New Jersey within the 
meaning of the New Jersey Franchise Practices Act, pursuant to N.J. Stat. Ann. § 56:10-3. Beilowitz v. GMC, 233 
F. Supp. 2d 631, 2002 U.S. Dist. LEXIS 23054 (D.N.J. 2002).

Contracts Law: Contract Conditions & Provisions: Forum Selection Clauses

New Jersey Franchise Practices Act (NJFPA) did not invalidate a forum selection clause contained in franchise 
agreements for a computer consulting and repair business; the franchises were not protected under the NJFPA 
because the franchisee did not maintain a “place of business” within the meaning of N.J. Stat. Ann. § 56:10-3(f), as 
the franchises were operated out of the franchisee’s private residence. Mathews v. Rescuecom Corp., 2006 U.S. 
Dist. LEXIS 8608 (D.N.J. Feb. 16, 2006).

Torts: Business Torts: Bad Faith Breach of Contract: General Overview

As with the federal Automobile Dealers’ Day in Court Act (Dealer’s Act), 15 U.S.C.S. §§ 1221-1225, the threshold 
issue under the New Jersey Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., is whether the relationship 
between the manufacturer and the dealer was a franchise as defined by the statute, and, as with the Dealer’s Act, 
N.J. Stat. Ann. § 56:10-3(a) requires a written agreement or arrangement. However, the definition in N.J. Stat. Ann. 
§ 56:10-3(a) of “franchise” is broader than the Dealer Act’s definition in one sense and narrower in another; it is 
broader in that it encompasses all types of businesses, not just automobile retailing, and it is narrower than the 
federal act’s definition in that it contains the additional requirements of a license to use a trade name or similar 
characteristics and of a community of interest. Regency Oldsmobile, Inc. v. General Motors Corp., 723 F. Supp. 
250, 1989 U.S. Dist. LEXIS 10179 (D.N.J. 1989).

Torts: Business Torts: Unfair Business Practices: General Overview

As with the federal Automobile Dealers’ Day in Court Act (Dealer’s Act), 15 U.S.C.S. §§ 1221-1225, the threshold 
issue under the New Jersey Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., is whether the relationship 
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between the manufacturer and the dealer was a franchise as defined by the statute, and, as with the Dealer’s Act, 
N.J. Stat. Ann. § 56:10-3(a) requires a written agreement or arrangement. However, the definition in N.J. Stat. Ann. 
§ 56:10-3(a) of “franchise” is broader than the Dealer Act’s definition in one sense and narrower in another; it is 
broader in that it encompasses all types of businesses, not just automobile retailing, and it is narrower than the 
federal act’s definition in that it contains the additional requirements of a license to use a trade name or similar 
characteristics and of a community of interest. Regency Oldsmobile, Inc. v. General Motors Corp., 723 F. Supp. 
250, 1989 U.S. Dist. LEXIS 10179 (D.N.J. 1989).

Trademark Law: Conveyances: Licenses

As with the federal Automobile Dealers’ Day in Court Act (Dealer’s Act), 15 U.S.C.S. §§ 1221-1225, the threshold 
issue under the New Jersey Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., is whether the relationship 
between the manufacturer and the dealer was a franchise as defined by the statute, and, as with the Dealer’s Act, 
N.J. Stat. Ann. § 56:10-3(a) requires a written agreement or arrangement. However, the definition in N.J. Stat. Ann. 
§ 56:10-3(a) of “franchise” is broader than the Dealer Act’s definition in one sense and narrower in another; it is 
broader in that it encompasses all types of businesses, not just automobile retailing, and it is narrower than the 
federal act’s definition in that it contains the additional requirements of a license to use a trade name or similar 
characteristics and of a community of interest. Regency Oldsmobile, Inc. v. General Motors Corp., 723 F. Supp. 
250, 1989 U.S. Dist. LEXIS 10179 (D.N.J. 1989).

Notes to Unpublished Decisions

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Community of 
Interest

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Elements

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Community of Interest

Unpublished decision: Retailer of premier watches was not a franchisee of a supplier since the retailer was not 
economically dependent on the supplier, there were no required, non-recoupable investments by the retailer, there 
was no significant level of control of the retailer by the supplier, and thus there was no community of interest 
between the retailer and the supplier. Orologio of Short Hills Inc. v. Swatch Group (U.S.), 653 Fed. Appx. 134, 2016 
U.S. App. LEXIS 11611 (3d Cir. N.J. 2016).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Elements

Unpublished decision: Retailer of premier watches was not a franchisee of a supplier since the retailer was not 
economically dependent on the supplier, there were no required, non-recoupable investments by the retailer, there 
was no significant level of control of the retailer by the supplier, and thus there was no community of interest 
between the retailer and the supplier. Orologio of Short Hills Inc. v. Swatch Group (U.S.), 653 Fed. Appx. 134, 2016 
U.S. App. LEXIS 11611 (3d Cir. N.J. 2016).

Research References & Practice Aids

Cross References:

Definitions, see 43:21-19.

LAW REVIEWS & JOURNALS:
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28 Seton Hall L. Rev. 213.

29 Seton Hall Legis. J. 193, Article: BACK TO THE FUTURE WITH THE CONSUMER FRAUD ACT: NEW JERSEY 
SETS THE STANDARD FOR CONSUMER PROTECTION.
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§ 56:10-4. Application of act

This act applies only:

a.  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 franchisee covered by such franchise shall have exceeded 
$35,000.00 for the 12 months next preceding the institution of suit pursuant to this act, and (3) where 
more than 20% of the franchisee’s gross sales are intended to be or are derived from such franchise; or

b.  to a franchise for the sale of new motor vehicles as defined in R.S. 39:10-2, the performance of 
which contemplates or requires the franchisee to establish or maintain a place of business within the 
State of New Jersey.

History

L. 1971, c. 356, § 4; amended 1993, c. 189, § 1.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise 
Agreements

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Contracts Law: Contract Conditions & Provisions: Forum Selection Clauses

Torts: Business Torts: Unfair Business Practices: General Overview

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Agreements

In an action by a corporation that sought a preliminary injunction compelling multiple defendants to adhere to post-
termination obligations pursuant to certain franchise agreements, the New Jersey Franchise Practices Act (NJFPA) 
did not apply to the case pursuant to N.J. Stat. Ann. § 56:10-4 because a forum selection clause in the agreements 
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prevented the application of the NJFPA, and the forum selection clause was not contrary to New Jersey public 
policy. Jackson Hewitt, Inc. v. DJSG Utah Tax Serv., LLC, 2011 U.S. Dist. LEXIS 16533 (D.N.J. Feb. 17, 2011).

Summary judgment was not appropriate as to New Jersey Franchise Practices Act applicability to the non-New 
Jersey regional buying agreements (RBA) where the New Jersey RBA required plaintiff to establish a place of 
business in this state and the evidence heretofore adduced permitted the inference that a single multi-state 
agreement existed. Goldwell of N.J., Inc. v. KPSS, Inc., 622 F. Supp. 2d 168, 2009 U.S. Dist. LEXIS 26844 (D.N.J. 
2009).

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Franchisee was not entitled to protections afforded by the Franchise Practices Act when the franchisor, a 
department store that had granted franchisee a license to operate an in-home carpet and upholstery cleaning 
service under its name, went out of business; the franchisee did not maintain a fixed geographical location at which 
it offered for sale and sold the franchisor’s goods or services, as required by N.J. Stat. Ann. § 56:10-4, and the 
location at which the franchisee stored its vehicles and solicited customer did not come within the statutory 
definition of “place of business.” Greco Steam Cleaning, Inc. v. Associated Dry Goods Corp., 257 N.J. Super. 594, 
608 A.2d 1010, 1992 N.J. Super. LEXIS 232 (Law Div. 1992).

Contracts Law: Contract Conditions & Provisions: Forum Selection Clauses

In an action by a corporation that sought a preliminary injunction compelling multiple defendants to adhere to post-
termination obligations pursuant to certain franchise agreements, the New Jersey Franchise Practices Act (NJFPA) 
did not apply to the case pursuant to N.J. Stat. Ann. § 56:10-4 because a forum selection clause in the agreements 
prevented the application of the NJFPA, and the forum selection clause was not contrary to New Jersey public 
policy. Jackson Hewitt, Inc. v. DJSG Utah Tax Serv., LLC, 2011 U.S. Dist. LEXIS 16533 (D.N.J. Feb. 17, 2011).

Torts: Business Torts: Unfair Business Practices: General Overview

Distributor’s complaint for wrongful termination of franchise was properly dismissed where the complaint was not 
within the ambit of N.J. Stat. Ann. § 56:10-4, because the statute’s definition of franchise was not met; N.J. Stat. 
Ann. §§ 56:9-3 and 56:9-4 were not violated, as there was no evidence of harm to trade. Finlay & Associates, Inc. v. 
Borg-Warner Corp., 146 N.J. Super. 210, 369 A.2d 541, 1976 N.J. Super. LEXIS 571 (Law Div. 1976), aff'd, 155 
N.J. Super. 331, 382 A.2d 933, 1978 N.J. Super. LEXIS 668 (App.Div. 1978).

Research References & Practice Aids

LAW REVIEWS & JOURNALS:

28 Seton Hall L. Rev. 213.

29 Seton Hall Legis. J. 193, Article: BACK TO THE FUTURE WITH THE CONSUMER FRAUD ACT: NEW JERSEY 
SETS THE STANDARD FOR CONSUMER PROTECTION.
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§ 56:10-5. Termination of franchise; notice; grounds

It shall be a violation of this act for any franchisor directly or indirectly through any officer, agent, or 
employee to terminate, cancel, or fail to renew a franchise without having first given written notice setting 
forth all the reasons for such termination, cancellation, or intent not to renew to the franchisee at least 60 
days in advance of such termination, cancellation, or failure to renew, except (1) where the alleged grounds 
are voluntary abandonment by the franchisee of the franchise relationship in which event the 
aforementioned written notice may be given 15 days in advance of such termination, cancellation, or failure 
to renew; and (2) where the alleged grounds are the conviction of the franchisee in a court of competent 
jurisdiction of an indictable offense directly related to the business conducted pursuant to the franchise in 
which event the aforementioned termination, cancellation or failure to renew may be effective immediately 
upon the delivery and receipt of written notice of same at any time following the aforementioned conviction. 
It shall be a violation of this act for a franchisor to terminate, cancel or fail to renew a franchise without good 
cause. For the purposes of this act, good cause for terminating, canceling, or failing to renew a franchise 
shall be limited to failure by the franchisee to substantially comply with those requirements imposed upon 
him by the franchise.

History

L. 1971, c. 356, 5, eff. Dec. 21, 1971.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise 
Agreements

Business & Corporate Law: Distributorships & Franchises: Remedies: Compensatory Damages

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Business & Corporate Law: Distributorships & Franchises: Terminations: Good Cause
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Business & Corporate Law: Distributorships & Franchises: Terminations: Notice Requirements

Civil Procedure: Appeals: Standards of Review: Substantial Evidence: Sufficiency of Evidence

Constitutional Law: Congressional Duties & Powers: Commerce Clause: General Overview

Contracts Law: Breach: General Overview

Contracts Law: Performance: Discharges & Terminations

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Franchise Practices Act violated the Commerce Clause by prohibiting transactions between non-New Jersey 
residents occurring entirely outside New Jersey. Application of the New Jersey Franchise Practices Act in states 
without such regulation imposed restrictions on franchise regulation, if not formation, and on the selling of goods not 
otherwise present in those states. Instructional Sys. v. Computer Curriculum Corp., 826 F. Supp. 831, 1993 U.S. 
Dist. LEXIS 8977 (D.N.J. 1993).

N.J. Stat. Ann. § 56:10-5 creates an exception to the general rule that two businesses are free to terminate their 
business relationship according to the terms of their contract. Moreover, “good cause” for termination does not 
include bona fide business reasons for discontinuing the franchise relationship. Instructional Sys. v. Computer 
Curriculum Corp., 826 F. Supp. 831, 1993 U.S. Dist. LEXIS 8977 (D.N.J. 1993).

Franchise Practices Act per se violates the Commerce Clause because no state may force an out-of-state merchant 
to seek approval in that state before undertaking a transaction in another state. Instructional Sys. v. Computer 
Curriculum Corp., 826 F. Supp. 831, 1993 U.S. Dist. LEXIS 8977 (D.N.J. 1993).

Contract between plaintiff and defendant was not protected by the New Jersey Franchise Practice Act where there 
was no common substantial interest among the parties, as such, defendant was not prohibited from terminating the 
contract without cause; the court held that the contract did not meet the requirements where defendant held no 
interest in plaintiff’s business other than an interest that plaintiff’s repair services were performed in such a manner 
as to not hurt defendant. Neptune T.V. & Appliance Service, Inc. v. Litton Microwave Cooking Products Div., Litton 
Systems, Inc., 190 N.J. Super. 153, 462 A.2d 595, 1983 N.J. Super. LEXIS 885 (App.Div. 1983).

Where an automobile manufacturer had granted a franchise to operate a dealership and the franchise holder 
sought to sell his franchise to a third party, termination of the franchise was proper; the attempted transfer 
constituted a substantial breach of the dealer’s obligations under the franchise agreement. Simmons v. General 
Motors Corp., Oldsmobile Div., 180 N.J. Super. 522, 435 A.2d 1167, 1981 N.J. Super. LEXIS 669 (App.Div.), certif. 
denied, 88 N.J. 498, 443 A.2d 712, 1981 N.J. LEXIS 1904 (N.J. 1981).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Agreements

As a franchisee had a contractual right of exclusivity, the franchisor’s appointment of another dealer in the 
franchisee’s territory and its plan to stop selling the franchisee its merchandise and parts was essentially a 
termination of the franchise without good cause. Maintainco, Inc. v. Mitsubishi Caterpillar Forklift America, Inc., 408 
N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 (App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 
2009 N.J. LEXIS 1372 (N.J. 2009).

Summary judgment was not appropriate on the wrongful termination claim under the New Jersey Franchise 
Practices Act, N.J. Stat. Ann. § 56:10-5 et seq., where (1) the calculation method prescribed by the regional buying 
agreements was reasonably susceptible to two different interpretations, making it impossible to conclude as a 
matter of law that plaintiff breached its 2006 minimum sales obligations; and (2) because the court could not 
determine whether plaintiff breached its obligations in the first instance (let alone materially breached), it followed 
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that summary judgment was improper with respect to whether defendant had good cause to provide the July 2007 
notice of intent not to renew the regional buying agreements. Goldwell of N.J., Inc. v. KPSS, Inc., 622 F. Supp. 2d 
168, 2009 U.S. Dist. LEXIS 26844 (D.N.J. 2009).

Business & Corporate Law: Distributorships & Franchises: Remedies: Compensatory Damages

Where the evidence established that a franchisee constructively terminated plaintiff’s franchise without good cause, 
in order to claim damages under the New Jersey Franchise Practices Act, N.J. Stat. Ann. §§ 56:10-1 to -1, plaintiff 
was not required to withdraw from the agreement and thus allow itself to be “terminated.” Maintainco, Inc. v. 
Mitsubishi Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 
(App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Following evidence established that a franchisor committed a constructive termination of plaintiff’s franchise in favor 
of another dealer: 1) its letter declaring its intent to terminate plaintiff once it found a new dealer; 2) its decision to 
stop selling plaintiff merchandise and parts; and 3) its decision to stop providing plaintiff annual business plans; and 
4) its providing subsidies to the other dealer that allowed the dealer to undercut plaintiff’s prices. Maintainco, Inc. v. 
Mitsubishi Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 
(App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

“Termination” under the New Jersey Franchise Practices Act, N.J. Stat. Ann. §§ 56:10-1 to -15, includes 
constructive termination in accordance with traditional contract law principles. Maintainco, Inc. v. Mitsubishi 
Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 (App.Div.), certif. 
denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

In breach of contract action by plaintiff franchisors against defendant franchisees, plaintiffs were denied summary 
judgment on defendants’ counterclaim for violation of New Jersey Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 
et seq., where a reasonable jury, after considering one defendant’s testimony, could have found that defendants’ 
shops were operated in accordance with plaintiffs’ standards and procedures, and that there was no “substantial 
breach” justifying termination; defendants provided a litany of examples as to how plaintiffs set them up for failure 
so that the franchise agreements could be terminated. Dunkin' Donuts Inc. v. Dough Boy Mgmt., Inc., 2005 U.S. 
Dist. LEXIS 38253 (D.N.J. Dec. 29, 2005).

Franchisor’s termination of the parties’ franchise agreement did not violate the New Jersey Franchise Practices Act, 
specifically N.J. Stat. Ann. § 56:10-5, because the franchisee did not substantially comply with the requirements 
imposed upon it by the parties’ agreement where the franchisee failed to construct a separate showroom for the 
franchisor’s vehicles despite an addendum requiring it to do so. Maple Shade Motor Corp. v. Kia Motors of Am., 
Inc., 384 F. Supp. 2d 770, 2005 U.S. Dist. LEXIS 18680 (D.N.J. 2005).

Because the franchisor offered no reason, other than a change in its business strategy, for its failure to renew a 
franchise after a 23 year-long business relationship with the franchisee, the court held that the franchisee had a 
reasonable likelihood of success on his claims under the New Jersey Franchise Practices Act, pursuant to N.J. Stat. 
Ann. § 56:10-5. Beilowitz v. GMC, 233 F. Supp. 2d 631, 2002 U.S. Dist. LEXIS 23054 (D.N.J. 2002).

The provision of the New Jersey Franchise Practices Act that prohibits termination of a franchise except for good 
cause, N.J. Stat. Ann. § 56:10-5, is not preempted by the Lanham Act or any other federal law. Ispahani v. Allied 
Domecq Retailing USA, 320 N.J. Super. 494, 727 A.2d 1023, 1999 N.J. Super. LEXIS 135 (App.Div. 1999).

Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., regulates both the ongoing franchise relationship and its 
termination. Westfield Centre Service, Inc. v. Cities Service Oil Co., 86 N.J. 453, 432 A.2d 48, 1981 N.J. LEXIS 
1646 (N.J. 1981).
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Pursuant to the New Jersey Franchise Practices Act (Act), N.J. Stat. Ann. § 56:10-1 et seq., a franchisor had no 
right to terminate a franchisee’s franchise without offering to reimburse the franchisee for the full value of the 
business or notice of its intent to do so. Westfield Centre Service, Inc. v. Cities Service Oil Co., 158 N.J. Super. 
455, 386 A.2d 448, 1978 N.J. Super. LEXIS 740 (Ch.Div. 1978).

Gas station franchisee’s deliberate violation of the federal pricing regulations, contra the mandates of its franchise 
agreement, constituted, as a matter of law, substantial noncompliance with the Franchise Practices Act, N.J. Stat. 
Ann. § 56:10-5, so as to allow the oil company to terminate the franchise. Amerada Hess Corp. v. Quinn, 143 N.J. 
Super. 237, 362 A.2d 1258, 1976 N.J. Super. LEXIS 732 (Law Div. 1976).

Business & Corporate Law: Distributorships & Franchises: Terminations: Good Cause

Even if a franchisee who made multiple late royalty payments promptly cured his defaults, he was not in substantial 
compliance with the franchise agreement. Accordingly, the franchisor had good cause for termination and was not 
required to approve a transfer to potential buyers. Kumon N. Am., Inc. v. Timban, 2014 U.S. Dist. LEXIS 84907 
(D.N.J. June 23, 2014).

Plaintiffs demonstrated that they properly terminated the franchises operated by three of the four corporate 
defendants because defendants’ non-compliance with payroll tax laws constituted a material breach of the contract, 
that was, good cause for termination under the New Jersey Franchise Practices Act. Dunkin' Donuts Franchised 
Rests. LLC v. Strategic Venture Group, Inc., 2010 U.S. Dist. LEXIS 119417 (D.N.J. Nov. 10, 2010).

Where the evidence established that a franchisee constructively terminated plaintiff’s franchise without good cause, 
in order to claim damages under the New Jersey Franchise Practices Act, N.J. Stat. Ann. §§ 56:10-1 to -1, plaintiff 
was not required to withdraw from the agreement and thus allow itself to be “terminated.” Maintainco, Inc. v. 
Mitsubishi Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 
(App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

As a franchisee had a contractual right of exclusivity, the franchisor’s appointment of another dealer in the 
franchisee’s territory and its plan to stop selling the franchisee its merchandise and parts was essentially a 
termination of the franchise without good cause. Maintainco, Inc. v. Mitsubishi Caterpillar Forklift America, Inc., 408 
N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 (App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 
2009 N.J. LEXIS 1372 (N.J. 2009).

District court did not err in granting summary judgment to a franchisor automobile manufacturer with respect to its 
good cause termination of its franchise agreement with a franchisee automobile dealership under the New Jersey 
Franchise Protection Act, N.J. Stat. Ann. § 56:10-5, because the franchisee failed to build an exclusive showroom 
for the franchisor’s automobiles, and building the showroom was a material provision of the parties’ agreement. 
Maple Shade Motor Corp. v. Kia Motors Am., Inc., 260 Fed. Appx. 517, 2008 U.S. App. LEXIS 625 (3d Cir. N.J. 
2008).

Business & Corporate Law: Distributorships & Franchises: Terminations: Notice Requirements

Plaintiffs plainly met the New Jersey Franchise Practices Act requirement that it give written notice setting forth all 
the reasons for such termination as in the Notices of Termination, plaintiffs listed specific conduct that violated the 
Franchise Agreement provisions cited. Dunkin' Donuts Franchised Rests. LLC v. JF-Totowa Donuts, Inc., 2013 U.S. 
Dist. LEXIS 145958 (D.N.J. Oct. 9, 2013).

Plaintiffs demonstrated that they properly terminated the franchises operated by three of the four corporate 
defendants because defendants’ non-compliance with payroll tax laws constituted a material breach of the contract, 
that was, good cause for termination under the New Jersey Franchise Practices Act. Dunkin' Donuts Franchised 
Rests. LLC v. Strategic Venture Group, Inc., 2010 U.S. Dist. LEXIS 119417 (D.N.J. Nov. 10, 2010).
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Franchisees’ allegation that the franchisors’ complaint failed to state a claim because it was filed prior to the 
expiration of the notice period lacked merit because N.J. Stat. Ann. § 56:10-5 did not preclude a franchisor from 
initiating a legal action during the pendency of the 60-day notice period. Dunkin' Donuts Franchised Rests. LLC v. 
Strategic Venture Group, Inc., 2007 U.S. Dist. LEXIS 58926 (D.N.J. Aug. 13, 2007).

Civil Procedure: Appeals: Standards of Review: Substantial Evidence: Sufficiency of Evidence

Following evidence established that a franchisor committed a constructive termination of plaintiff’s franchise in favor 
of another dealer: 1) its letter declaring its intent to terminate plaintiff once it found a new dealer; 2) its decision to 
stop selling plaintiff merchandise and parts; and 3) its decision to stop providing plaintiff annual business plans; and 
4) its providing subsidies to the other dealer that allowed the dealer to undercut plaintiff’s prices. Maintainco, Inc. v. 
Mitsubishi Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 
(App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

Constitutional Law: Congressional Duties & Powers: Commerce Clause: General Overview

Franchise Practices Act violated the Commerce Clause by prohibiting transactions between non-New Jersey 
residents occurring entirely outside New Jersey. Application of the New Jersey Franchise Practices Act in states 
without such regulation imposed restrictions on franchise regulation, if not formation, and on the selling of goods not 
otherwise present in those states. Instructional Sys. v. Computer Curriculum Corp., 826 F. Supp. 831, 1993 U.S. 
Dist. LEXIS 8977 (D.N.J. 1993).

Franchise Practices Act per se violates the Commerce Clause because no state may force an out-of-state merchant 
to seek approval in that state before undertaking a transaction in another state. Instructional Sys. v. Computer 
Curriculum Corp., 826 F. Supp. 831, 1993 U.S. Dist. LEXIS 8977 (D.N.J. 1993).

Contracts Law: Breach: General Overview

“Termination” under the New Jersey Franchise Practices Act, N.J. Stat. Ann. §§ 56:10-1 to -15, includes 
constructive termination in accordance with traditional contract law principles. Maintainco, Inc. v. Mitsubishi 
Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 (App.Div.), certif. 
denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

Contracts Law: Performance: Discharges & Terminations

Where a donut franchise was charged with underreporting gross sales in violation of its franchise agreement with a 
corporation, the corporation was entitled to terminate its franchise agreement, as the N.J. Franchise Practices Act, 
N.J. Stat. § 56:10-1 et seq., did not protect franchisees that willfully violated the terms of their franchise 
agreements. Dunkin' Donuts of America, Inc. v. Middletown Donut Corp., 100 N.J. 166, 495 A.2d 66, 1985 N.J. 
LEXIS 2369 (N.J. 1985).

Research References & Practice Aids

Cross References:

Actions, alternate dispute resolution proceedings relative to franchise termination; notice of transfer, assignment or 
sale, see 56:10-30.

Repurchase of certain vehicles and equipment on termination, cancellation or nonrenewal, see 56:10-13.2.
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Discontinuation of a series or line, effective termination, see 56:10-13.4.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-6. Transfer of franchise; notice; approval; agreement of compliance

It shall be a violation of this act for any franchisee to transfer, assign or sell a franchise or interest therein to 
another person unless the franchisee shall first notify the franchisor of such intention by written notice 
setting forth in the notice of intent the prospective transferee’s name, address, statement of financial 
qualification and business experience during the previous 5 years. The franchisor shall within 60 days after 
receipt of such notice either approve in writing to the franchisee such sale to proposed transferee or by 
written notice advise the franchisee of the unacceptability of the proposed transferee setting forth material 
reasons relating to the character, financial ability or business experience of the proposed transferee. If the 
franchisor does not reply within the specified 60 days, his approval is deemed granted. No such transfer, 
assignment or sale hereunder shall be valid unless the transferee agrees in writing to comply with all the 
requirements of the franchise then in effect.

History

L. 1971, c. 356, 6, eff. Dec. 21, 1971.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

Business & Corporate Law: Distributorships & Franchises: Business Opportunities

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Business & Corporate Law: Distributorships & Franchises: Terminations: Good Cause

Contracts Law: Remedies: Specific Performance

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers
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Even if a franchisee who made multiple late royalty payments promptly cured his defaults, he was not in substantial 
compliance with the franchise agreement. Accordingly, the franchisor had good cause for termination and was not 
required to approve a transfer to potential buyers. Kumon N. Am., Inc. v. Timban, 2014 U.S. Dist. LEXIS 84907 
(D.N.J. June 23, 2014).

District court did not err in granting summary judgment to a franchisor automobile manufacturer with respect to a 
franchisee automobile dealership’s claim that the franchisor improperly rejected the franchisee’s proposed transfer 
of the franchise under the New Jersey Franchise Protection Act (NJFPA), N.J. Stat. Ann. § 56:10-6, because the 
consent agreement executed at the outset of the case preserved the status quo, which was that the franchisee had 
no rights in the franchise transferable “free and clear” of the franchisor’s notice of termination, and because it was 
determined that the franchisor had good cause to terminate the franchise agreement and the consent agreement 
preserved the status quo as it existed after the franchisor issued the notice of termination, the franchisor’s rejection 
of the proposed transfer “free and clear” did not contravene the NJFPA; further, the proposal for the transfer of the 
franchise anticipated the transferee temporarily housing the franchisor’s vehicles in an existing showroom until the 
transferee could build a separate showroom, but the transferee was unable to provide any assurances that the 
manufacturer of the automobiles housed in the existing showroom had consented to the dealing of its vehicles and 
the franchisor’s vehicles in the same showroom, and thus, the transferee was unable to commit to providing any 
dealership facilities for the franchisor’s vehicles, let alone the exclusive showroom required by the addendum to the 
franchise agreement. Maple Shade Motor Corp. v. Kia Motors Am., Inc., 260 Fed. Appx. 517, 2008 U.S. App. LEXIS 
625 (3d Cir. N.J. 2008).

Specific performance is an appropriate remedy under N.J. Stat. Ann. § 56:10-6 where a franchiser unreasonably 
withholds consent to a transfer; injunctive relief is constitutionally permissible. VW Credit, Inc. v. Coast Auto. Group. 
Ltd., 346 N.J. Super. 326, 787 A.2d 951, 2002 N.J. Super. LEXIS 8 (App.Div.), certif. denied, 172 N.J. 178, 796 
A.2d 895, 2002 N.J. LEXIS 628 (N.J. 2002).

Business & Corporate Law: Distributorships & Franchises: Business Opportunities

Where a party seeking to become an automobile franchisee had a prior conviction for cocaine use, the party could 
not compel the automobile company to enter into a franchise agreement pursuant to N.J. Stat. Ann. § 56:10-6. Horn 
v. Mazda Motor, 265 N.J. Super. 47, 625 A.2d 548, 1993 N.J. Super. LEXIS 210 (App.Div.), certif. denied, 134 N.J. 
483, 634 A.2d 528, 1993 N.J. LEXIS 1162 (N.J. 1993).

In a case brought by plaintiff under the Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., the court found 
that the suit was properly dismissed by the trial court where plaintiff lacked standing to assert the claim; N.J. Stat. 
Ann. § 56:10-1 et seq., specifically N.J. Stat. Ann. § 56:10-3b, protected franchisees, and plaintiff’s agreement to 
purchase an automobile franchise was not sufficient to make plaintiff a franchisee. Tynan v. General Motors Corp., 
248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. Super. LEXIS 198 (App.Div. 1991), certif. denied, 127 N.J. 548, 606 
A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), rev'd, 127 N.J. 269, 604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

In a case brought by plaintiff under the Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., the court found 
that the suit was properly dismissed by the trial court where plaintiff lacked standing to assert the claim; N.J. Stat. 
Ann. § 56:10-1 et seq., specifically N.J. Stat. Ann. § 56:10-3b, protected franchisees, and plaintiff’s agreement to 
purchase an automobile franchise was not sufficient to make plaintiff a franchisee. Tynan v. General Motors Corp., 
248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. Super. LEXIS 198 (App.Div. 1991), certif. denied, 127 N.J. 548, 606 
A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), rev'd, 127 N.J. 269, 604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview
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In a case brought by plaintiff under the Franchise Practices Act, N.J. Stat. Ann. § 56:10-1 et seq., the court found 
that the suit was properly dismissed by the trial court where plaintiff lacked standing to assert the claim; N.J. Stat. 
Ann. § 56:10-1 et seq., specifically N.J. Stat. Ann. § 56:10-3b, protected franchisees, and plaintiff’s agreement to 
purchase an automobile franchise was not sufficient to make plaintiff a franchisee. Tynan v. General Motors Corp., 
248 N.J. Super. 654, 591 A.2d 1024, 1991 N.J. Super. LEXIS 198 (App.Div. 1991), certif. denied, 127 N.J. 548, 606 
A.2d 362, 1991 N.J. LEXIS 1127 (N.J. 1991), rev'd, 127 N.J. 269, 604 A.2d 99, 1992 N.J. LEXIS 31 (N.J. 1992).

Business & Corporate Law: Distributorships & Franchises: Terminations: Good Cause

District court did not err in granting summary judgment to a franchisor automobile manufacturer with respect to a 
franchisee automobile dealership’s claim that the franchisor improperly rejected the franchisee’s proposed transfer 
of the franchise under the New Jersey Franchise Protection Act (NJFPA), N.J. Stat. Ann. § 56:10-6, because the 
consent agreement executed at the outset of the case preserved the status quo, which was that the franchisee had 
no rights in the franchise transferable “free and clear” of the franchisor’s notice of termination, and because it was 
determined that the franchisor had good cause to terminate the franchise agreement and the consent agreement 
preserved the status quo as it existed after the franchisor issued the notice of termination, the franchisor’s rejection 
of the proposed transfer “free and clear” did not contravene the NJFPA; further, the proposal for the transfer of the 
franchise anticipated the transferee temporarily housing the franchisor’s vehicles in an existing showroom until the 
transferee could build a separate showroom, but the transferee was unable to provide any assurances that the 
manufacturer of the automobiles housed in the existing showroom had consented to the dealing of its vehicles and 
the franchisor’s vehicles in the same showroom, and thus, the transferee was unable to commit to providing any 
dealership facilities for the franchisor’s vehicles, let alone the exclusive showroom required by the addendum to the 
franchise agreement. Maple Shade Motor Corp. v. Kia Motors Am., Inc., 260 Fed. Appx. 517, 2008 U.S. App. LEXIS 
625 (3d Cir. N.J. 2008).

Contracts Law: Remedies: Specific Performance

Former owners of an exclusive sales agent’s successor in interest failed to assert an actionable claim under N.J. 
Stat. Ann. § 56:10-6, arising from a franchisor’s alleged improper interference with an attempted sale of the 
successor, because by the time the owners filed their suit, the franchisee successor had been sold to another party; 
the only remedy available to the owners under § 56:10-6 was specific performance of the sales agreement, but that 
remedy was no longer available to them given the successor’s subsequent sale. Crawford v. SAP Am., Inc., 147 
Fed. Appx. 234, 2005 U.S. App. LEXIS 5643 (3d Cir. Pa. 2005).

Specific performance is an appropriate remedy under N.J. Stat. Ann. § 56:10-6 where a franchiser unreasonably 
withholds consent to a transfer; injunctive relief is constitutionally permissible. VW Credit, Inc. v. Coast Auto. Group. 
Ltd., 346 N.J. Super. 326, 787 A.2d 951, 2002 N.J. Super. LEXIS 8 (App.Div.), certif. denied, 172 N.J. 178, 796 
A.2d 895, 2002 N.J. LEXIS 628 (N.J. 2002).

Research References & Practice Aids

Cross References:

Actions, alternate dispute resolution proceedings relative to franchise termination; notice of transfer, assignment or 
sale, see 56:10-30.

Request for additional information by franchisor, see 56:10-31.

Additional practices prohibited, see 56:10-7.4.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-6.1. Violations of the “Franchise Practices Act.”

It shall be a violation of the “Franchise Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.):

a.  For a franchisor to transfer, assign, or sell an interest in one or more franchise premises which a 
franchisee who purchases motor fuels and engages in the retail sale thereof has occupied under a 
lease agreement or agreements for a period of at least three consecutive years, or occupies under a 
lease agreement for a term of at least three years, unless the franchisor:

(1)  makes a bona fide offer to transfer, assign, or sell to the franchisee all of the franchisor’s 
interest in the franchise premises, which offer the franchisee shall have 60 days to accept or reject; 
and

(2)  if applicable, offers the franchisee a right of first refusal on any offer for the transfer, 
assignment, or sale of the franchise premises presented by another person acceptable to the 
franchisor as a successor to the franchisor’s interest, which offer the franchisee shall have 60 days 
to accept or reject. If the franchisee accepts an offer by the franchisor made pursuant to this 
paragraph, the franchisor, as a condition for entering into the contract for the accepted offer, may 
request as a good faith acknowledgement of the contract, a deposit by the franchisee of up to 10% 
of the total amount payable under the terms of the contract, which shall be non-refundable if the 
franchisee willfully defaults on the contract. A franchisor shall not be prohibited from exercising 
other contractual provisions, and nothing in this paragraph shall be construed to hinder the rights of 
the franchisor to recover additional damages as provided under the law. Any modification of the 
offer presented to the franchisor by the other person acceptable to the franchisor as a successor 
shall require that offer, as modified, to be resubmitted to the franchisee in accordance with the 
foregoing provisions of this paragraph; except that nothing contained herein shall require the 
franchisor, having made a bona fide offer or offer under a right of first refusal to transfer, assign, or 
sell to the franchisee the franchisor’s interest in the premises pursuant to paragraph (1) or 
paragraph (2), respectively, of this subsection, which offer the franchisee has rejected or failed to 
accept timely, to make a new offer upon the occurrence of a legitimate subsequent change at 
closing.

b.  For any successor owner, following a transfer, assignment, or sale subsequent to the franchisee’s 
rejection of, or failure to accept timely, an offer made by the franchisor pursuant to paragraph (1) or 
paragraph (2) of subsection a. of this section:

(1)  not to maintain the requirements of the franchise arrangement in effect at the time of the 
transfer, assignment, or sale for each premises, unless that arrangement is changed only by 
mutual agreement of the franchisee and the successor owner;

(2)  not to renew, at the expiration of the franchise arrangementin effect at the time of the transfer, 
assignment, or sale, the franchise arrangement of the franchisee for the same number of years as 
the franchise arrangement in effect at the time of the transfer, assignment, or sale, provided the 
renewal shall not exceed five years; and

(3)  to require the franchisee to:
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(a)  participate in promotional campaigns of the successor owner’s products;

(b)  meet sales quotas;

(c)  sell any product at a price suggested by the successor owner or successor owner’s 
supplier;

(d)  keep the premises open and operating during hours which are documented by the 
franchisee to be unprofitable to the franchisee; or

(e)  disclose to the successor owner or successor owner’s supplier any financial records of the 
operation of the franchisee’s premises which are not related or necessary to the franchisee’s 
obligations under the franchise arrangement.

Nothing in this subsection shall affect the successor owner’s ability to terminate, cancel, or fail to renew 
a franchise arrangement for good cause shown in accordance with the provisions of the “Franchise 
Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.).

c.  For any successor owner, as set forth in subsection b. of this section, to transfer, assign, or sell an 
interest in a single franchise premises where a franchisee has engaged in the retail sale of motor fuel 
that is not part of two or more franchise premises, presented by the successor owner as a package to 
transfer, assign, or sell, and that the franchisee has occupied under a lease agreement or agreements 
for a period of three consecutive years, or occupies under a lease agreement for a term of at least 
three years, unless the successor owner makes an offer to transfer, assign, or sell to the franchisee the 
successor owner’s interest, or offers the franchisee a right of first refusal on an offer presented by 
another person acceptable to the successor owner as a new successor to the interest, in accordance 
with the provisions of subsection a. of this section.

History

L. 2009, c. 63, § 1, eff. June 10, 2009.

Annotations

Notes

Effective Dates:

Section 5 of L. 2009, c. 63 provides:  “This act shall take effect upon enactment, and shall apply to any franchise 
arrangement in effect on February 2, 2009 or becoming effective thereafter.” Chapter 63, L. 2009, was approved on 
June 10, 2009.

Research References & Practice Aids

Cross References:

Inapplicability of act to certain distributors, see 56:10-6.2.

Inapplicability of act relative to family members, see 56:10-6.3.

Severability, see 56:10-6.4.

LexisNexis® New Jersey Annotated Statutes
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-6.2. Inapplicability of act to certain distributors

The provisions of P.L.2009, c.63 (C.56:10-6.1 et seq.) pertaining to franchisors shall not apply to any 
distributor which owns or otherwise controls through lease, fewer than 40 premises. For purposes of this 
section, “distributor” means any person, including any affiliate of such person, who: (1) purchases motor 
fuel for sale, consignment, or distribution to another; or (2) receives motor fuel for consignment or 
distribution to the person’s or affiliate’s own motor fuel accounts, but shall not include a person who merely 
serves as a common carrier providing transportation services for another.

History

L. 2009, c. 63, § 2, eff. June 10, 2009.

Annotations

Notes

Effective Dates:

Section 5 of L. 2009, c. 63 provides:  “This act shall take effect upon enactment, and shall apply to any franchise 
arrangement in effect on February 2, 2009 or becoming effective thereafter.” Chapter 63, L. 2009, was approved on 
June 10, 2009.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-6.3. Inapplicability of act relative to family members

The provisions of P.L.2009, c.63 (C.56:10-6.1 et seq.) shall not apply to the sale, transfer, or assignment of 
one or more franchise premises from one family member to another family member. For the purposes of 
this section, “family member” means a spouse, child, parent, sibling, aunt, uncle, niece, nephew, first 
cousin, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepparent, 
stepchild, stepbrother, stepsister, half brother, or half sister, whether the individual is related by blood, 
marriage, or adoption.

History

L. 2009, c. 63, § 3, eff. June 10, 2009.

Annotations

Notes

Effective Dates:

Section 5 of L. 2009, c. 63 provides:  “This act shall take effect upon enactment, and shall apply to any franchise 
arrangement in effect on February 2, 2009 or becoming effective thereafter.” Chapter 63, L. 2009, was approved on 
June 10, 2009.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-7. Prohibited practices

It shall be a violation of this act for any franchisor, directly or indirectly, through any officer, agent or 
employee, to engage in any of the following practices:

a.  To require a franchisee at time of entering into a franchise arrangement to assent to a release, 
assignment, novation, waiver or estoppel which would relieve any person from liability imposed by this 
act.

b.  To prohibit directly or indirectly the right of free association among franchisees for any lawful 
purpose.

c.  To require or prohibit any change in management of any franchisee unless such requirement or 
prohibition of change shall be for good cause, which cause shall be stated in writing by the franchisor.

d.  To restrict the sale of any equity or debenture issue or the transfer of any securities of a franchise or 
in any way prevent or attempt to prevent the transfer, sale or issuance of equity securities or 
debentures to employees, personnel of the franchisee, or spouse, child or heir of an owner, as long as 
basic financial requirements of the franchisor are complied with, and provided any such sale, transfer or 
issuance does not have the effect of accomplishing a sale or transfer of control, including, but not 
limited to, change in the persons holding the majority voting power of the franchise. Nothing contained 
in this subsection shall excuse a franchisee’s obligation to provide prior written notice of any change of 
ownership to the franchisor if that notice is required by the franchise.

e.  To impose unreasonable standards of performance upon a franchisee.

f.  To provide any term or condition in any lease or other agreement ancillary or collateral to a 
franchise, which term or condition directly or indirectly violates this act.

History

L. 1971, c. 356, § 7; amended 1999, c. 45, § 1, eff. March 12, 1999.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

Business & Corporate Law: Distributorships & Franchises: Causes of Action: General Overview
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Business & Corporate Law: Distributorships & Franchises: Causes of Action: Breach of Contract

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Elements

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

Former owners of a franchisee’s successor in interest failed to assert an actionable claim under N.J. Stat. Ann. 
§ 56:10-7(b), arising from restrictions contained in a franchisee agreement, because it was clear that the restrictions 
applied only with regard to the sale of the franchisee; the statute did not prohibit the franchisor from placing 
restrictions with regard to the outright sale of the franchisee. Crawford v. SAP Am., Inc., 147 Fed. Appx. 234, 2005 
U.S. App. LEXIS 5643 (3d Cir. Pa. 2005).

Business & Corporate Law: Distributorships & Franchises: Causes of Action: General Overview

Defendants, a manufacturer and the personal representative of an officer’s estate, were not franchisors within the 
meaning of N.J. Stat. Ann. § 56:10-3(b) and (c) of the New Jersey Franchise Practices Act (FPA) and therefore 
could not be held liable under N.J. Stat. Ann. § 56:10-7 for alleged FPA violations. The manufacturer allegedly held 
a significant undisclosed equity stake in the franchisor and maintained a position on its board of directors, but there 
were insufficient allegations that defendants actively participated in management of the franchisor to establish that 
defendants “effectively controlled” the franchisor; the applicable standard was assumed to be the level of 
participation required to be a control person under N.J. Stat. Ann. § 49:3-71(d). Gentle Laser Solutions, Inc. v. Sona 
Int'l Corp., 2008 U.S. Dist. LEXIS 47645 (D.N.J. June 19, 2008).

Where the franchisor’s unproven marketing program would have imposed an unreasonable standard of 
performance on the franchisee because it required the franchisee to sacrifice $11 million in sales, which constituted 
approximately 40 percent of the franchisee’s overall sales, the court found a violation of the New Jersey Franchise 
Practices Act, pursuant to N.J. Stat. Ann. § 56:10-7(e). Beilowitz v. GMC, 233 F. Supp. 2d 631, 2002 U.S. Dist. 
LEXIS 23054 (D.N.J. 2002).

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Breach of Contract

District court did not err in its instruction to a jury with regard to the statutory defense of N.J. Stat. Ann. § 56:10-9 
and accurately stated that a franchisor could not be held responsible under N.J. Stat. Ann. § 56:10-7(e) if the 
franchisee did not substantially comply with the franchise agreement. Coast Auto. Group, Ltd. v. VW Credit, Inc., 
119 Fed. Appx. 419, 2005 U.S. App. LEXIS 1294 (3d Cir. N.J.), cert. denied, 546 U.S. 827, 126 S. Ct. 367, 163 L. 
Ed. 2d 73, 2005 U.S. LEXIS 6110 (U.S. 2005).

Sufficient evidence was provided to support a jury verdict in favor of a franchisor with regard to the statutory 
defense of N.J. Stat. Ann. §§ 56:10-9 on a claim brought by the franchisee under N.J. Stat. Ann. § 56:10-7(e) where 
the evidence supported the franchisor’s theory that the franchisee had breached the franchise agreement by failing 
to maintain an adequate floor plan for purchasing new vehicles and based on the franchisee’s substantial 
noncompliance in materially misrepresenting its financial ability in the dealer application. Coast Auto. Group, Ltd. v. 
VW Credit, Inc., 119 Fed. Appx. 419, 2005 U.S. App. LEXIS 1294 (3d Cir. N.J.), cert. denied, 546 U.S. 827, 126 S. 
Ct. 367, 163 L. Ed. 2d 73, 2005 U.S. LEXIS 6110 (U.S. 2005).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Elements

Defendants, a manufacturer and the personal representative of an officer’s estate, were not franchisors within the 
meaning of N.J. Stat. Ann. § 56:10-3(b) and (c) of the New Jersey Franchise Practices Act (FPA) and therefore 
could not be held liable under N.J. Stat. Ann. § 56:10-7 for alleged FPA violations. The manufacturer allegedly held 
a significant undisclosed equity stake in the franchisor and maintained a position on its board of directors, but there 
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were insufficient allegations that defendants actively participated in management of the franchisor to establish that 
defendants “effectively controlled” the franchisor; the applicable standard was assumed to be the level of 
participation required to be a control person under N.J. Stat. Ann. § 49:3-71(d). Gentle Laser Solutions, Inc. v. Sona 
Int'l Corp., 2008 U.S. Dist. LEXIS 47645 (D.N.J. June 19, 2008).

Research References & Practice Aids

LAW REVIEWS & JOURNALS:

28 Seton Hall L. Rev. 213.

29 Rutgers L.J. 237, ARTICLE: FRANCHISOR ATTEMPTS TO CONTROL THE DISPUTE RESOLUTION FORUM: 
WHY THE FEDERAL ARBITRATION ACT TRUMPS THE NEW JERSEY SUPREME COURT’S DECISION IN 
KUBIS.

29 Seton Hall Legis. J. 193, Article: BACK TO THE FUTURE WITH THE CONSUMER FRAUD ACT: NEW JERSEY 
SETS THE STANDARD FOR CONSUMER PROTECTION.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-7.1. Prohibition of purchase of alternate motor fuel by franchisee; 
violation

a.  It shall be a violation of the act to which this act is a supplement for any franchisor, directly or indirectly, 
through any officer, agent, or employee, to prohibit any franchisee engaged in the retail sale of motor 
gasoline from purchasing any suitable alternate motor fuel from whatever authorized source that it is 
available; to reduce allocations of motor gasoline to any franchisee because of the purchase by the 
franchisee of an alternate motor fuel; or to prohibit the use of franchisor issued credit cards to purchase a 
suitable alternate motor fuel; provided that:

(1)  The franchisee has shown that reasonable efforts to secure adequate supplies of the alternate 
motor fuel from the franchisor have failed;

(2)  The franchisee continues to meet all other terms and conditions of the franchise agreement;

(3)  The franchisee shall adequately inform consumers of the alternate motor fuel of the change in type 
or trade name with reasonable labeling of pumps dispensing the alternate motor fuel to indicate, where 
appropriate, that such alternate motor fuel is not manufactured, distributed, or sold by such franchisor.

b.  As used in this section, “alternate motor fuel” means diesel fuel or any liquid which is the product of the 
combination of motor gasoline and any other liquid or gaseous substance which is not derivative of 
petroleum, and which is used for the purpose of operating a mechanical device powered by internal 
combustion.

History

L. 1981, c. 127, 1, eff. April 27, 1981.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-7.2. Findings, declarations

The Legislature hereby finds and declares the following:

a.  Notwithstanding the enactment of the “Franchise Practices Act,” P.L. 1971, c. 356 (C. 56:10-1 et 
seq.), and other legislation dealing with the franchisor-franchisee relationship, including, but not limited 
to P.L. 1982, c. 156 (C. 56:10-17 et seq.), inequality of bargaining power continues to exist between 
motor vehicle franchisors and motor vehicle franchisees. This inequality of bargaining power exists 
even as to motor vehicle franchisees who have had their franchises for many years and who have 
expended large sums of money in the promotion of their franchises.

b.  This inequality of bargaining power enables motor vehicle franchisors to compel motor vehicle 
franchisees to execute franchises and related leases and agreements which contain terms and 
conditions that would not routinely be agreed to by the motor vehicle franchisees absent the 
compulsion and duress which arise out of the inequality of bargaining power. These terms and 
conditions are detrimental to the interests of the motor vehicle franchisees in that they require the motor 
vehicle franchisees to relinquish their rights which have been established by the “Franchise Practices 
Act” and supplemental legislation and other statutes and laws of this State.

c.  As a result, motor vehicle franchisees have been denied the opportunity to have disputes with their 
motor vehicle franchisors arising out of the franchisor-franchisee relationship heard in an appropriate 
venue, convenient to both parties, by tribunals established by statute for the resolution of these 
disputes. It is therefore necessary and in the public interest to ensure that motor vehicle franchisees 
voluntarily determine whether to agree to certain terms and conditions contained in franchises and 
related leases and agreements presented to them by motor vehicle franchisors and under 
circumstances unaffected by the compulsion which arises from the inequality of bargaining power.

History

L. 1989, c. 24, § 1.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Contracts Law: Contract Conditions & Provisions: Forum Selection Clauses
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Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

New Jersey Supreme Court precedent declining to enforce a forum selection clause contained in a franchise 
agreement subject to the New Jersey Franchise Practices Act, N.J. Stat. Ann. §§ 56:10-1 to 10-15, was inapplicable 
to a lessee’s claim that a forum selection clause in a lease agreement of tangible personal property was also void 
as against public policy, because the legislative intent to void forum selection clauses in the Franchise was clearly 
stated in N.J. Stat. Ann. § 56:10-7.2 and was predicated on the grossly unequal bargaining power in some franchise 
relationships, a characteristic not borne out by the lease agreement or the parties’ extensive relationship. Reynolds 
Publrs. v. Graphics Fin. Group, 938 F. Supp. 256, 1996 U.S. Dist. LEXIS 12892 (D.N.J. 1996).

Contracts Law: Contract Conditions & Provisions: Forum Selection Clauses

New Jersey Supreme Court precedent declining to enforce a forum selection clause contained in a franchise 
agreement subject to the New Jersey Franchise Practices Act, N.J. Stat. Ann. §§ 56:10-1 to 10-15, was inapplicable 
to a lessee’s claim that a forum selection clause in a lease agreement of tangible personal property was also void 
as against public policy, because the legislative intent to void forum selection clauses in the Franchise was clearly 
stated in N.J. Stat. Ann. § 56:10-7.2 and was predicated on the grossly unequal bargaining power in some franchise 
relationships, a characteristic not borne out by the lease agreement or the parties’ extensive relationship. Reynolds 
Publrs. v. Graphics Fin. Group, 938 F. Supp. 256, 1996 U.S. Dist. LEXIS 12892 (D.N.J. 1996).

Research References & Practice Aids

LAW REVIEWS & JOURNALS:

28 Seton Hall L. Rev. 213.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-7.3. Prohibited conditions, terms of franchise

a.  It shall be a violation of the “Franchise Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.) for a motor 
vehicle franchisor to require a motor vehicle franchisee to agree to a term or condition in a franchise, or in 
any lease or agreement ancillary or collateral to a franchise, which:

(1)  Requires the motor vehicle franchisee to waive trial by jury in actions involving the motor vehicle 
franchisor; or

(2)  Specifies the jurisdictions, venues or tribunals in which disputes arising with respect to the 
franchise, lease or agreement shall or shall not be submitted for resolution or otherwise prohibits a 
motor vehicle franchisee from bringing an action in a particular forum otherwise available under the law 
of this State; or

(3)  Requires that disputes between the motor vehicle franchisor and motor vehicle franchisee be 
submitted to arbitration or to any other binding alternate dispute resolution procedure; provided, 
however, that any franchise, lease or agreement may authorize the submission of a dispute to 
arbitration or to binding alternate dispute resolution if the motor vehicle franchisor and motor vehicle 
franchisee voluntarily agree to submit the dispute to arbitration or binding alternate dispute resolution at 
the time the dispute arises.

b.  For the purposes of this section, it shall be presumed that a motor vehicle franchisee has been required 
to agree to a term or condition in violation of this section as a condition of the offer, grant or renewal of a 
franchise or of any lease or agreement ancillary or collateral to a franchise, if the motor vehicle franchisee, 
at the time of the offer, grant or renewal of the franchise, lease or agreement is not offered the option of an 
identical franchise, lease or agreement without the term or condition proscribed by this section.

c.  In addition to any remedy provided in the “Franchise Practices Act,” any term or condition included in a 
franchise, or in any lease or agreement ancillary or collateral to a franchise, in violation of this section may 
be revoked by the motor vehicle franchisee by written notice to the motor vehicle franchisor within 60 days 
of the motor vehicle franchisee’s receipt of the fully executed franchise, lease or agreement. This 
revocation shall not otherwise affect the validity, effectiveness or enforceability of the franchise, lease or 
agreement.

History

L. 1989, c. 24, § 2; amended 2011, c. 66, § 1, eff. May 4, 2011.

Annotations

LexisNexis® Notes
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Notes

Amendment Note:

2011 amendment, by Chapter 66, in the opening paragraph of a., deleted “as a condition to the offer, grant or 
renewal of the franchise, lease or agreement” following “collateral to a franchise.”

Case Notes

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Choice of Law

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise 
Agreements

Civil Procedure: Alternative Dispute Resolution: Arbitrations: Federal Arbitration Act: General Overview

Civil Procedure: Alternative Dispute Resolution: Arbitrations: Federal Arbitration Act: Arbitration 
Agreements

Constitutional Law: Supremacy Clause: Federal Preemption

Contracts Law: Defenses: Unconscionability: Arbitration Agreements

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Choice of Law

Under N.J. Stat. Ann. § 56:10-7.3, forum-selection clauses are prohibited in franchise agreements covering 
automobile dealerships. Kubis & Perszyk Assocs. v. Sun Microsystems, 146 N.J. 176, 680 A.2d 618, 1996 N.J. 
LEXIS 955 (N.J. 1996).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Agreements

While the Federal Arbitration Act (FAA), 9 U.S.C.S. §§ 1 to 16, requires that New Jersey courts enforce arbitration 
clauses in franchise agreements subject to the FAA, a franchisee’s important right to maintain the status quo 
pending arbitration, by seeking injunctive relief from a New Jersey court, is preserved. Allen v. World Inspection 
Network Intern., Inc., 389 N.J. Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. 
denied, 194 N.J. 267, 944 A.2d 28, 2007 N.J. LEXIS 1578 (N.J. 2007).

Location-selection clause in a franchise agreement’s arbitration clause that is subject to the Federal Arbitration Act 
(FAA), 9 U.S.C.S. §§ 1 to 16, must be analyzed under state law principles to determine whether it is 
unconscionable. The policies underlying the New Jersey Franchise Practices Act (NJFPA) may be considered in 
that analysis; however, the parties opposing enforcement must prove unconscionability and cannot avail 
themselves of the NJFPA’s burden-shifting presumption against forum selection clauses, as that presumption 
discriminates against arbitration clauses. Allen v. World Inspection Network Intern., Inc., 389 N.J. Super. 115, 911 
A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 944 A.2d 28, 2007 N.J. LEXIS 
1578 (N.J. 2007).

Civil Procedure: Alternative Dispute Resolution: Arbitrations: Federal Arbitration Act: General Overview

To the extent N.J. Stat. Ann. § 56:10-7.3(a) of the New Jersey Franchise Protection Act, N.J. Stat. Ann. § 56:10-1 to 
N.J. Stat. Ann. § 56:10-29, can be read as invalidating arbitral forum selection clauses in franchise agreements, it is 
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preempted by the Federal Arbitration Act, 9 U.S.C.S. §§ 1- 16. B & S Ltd., Inc. v. Elephant & Castle Intern., Inc., 
388 N.J. Super. 160, 906 A.2d 511, 2006 N.J. Super. LEXIS 262 (Ch.Div. 2006).

Civil Procedure: Alternative Dispute Resolution: Arbitrations: Federal Arbitration Act: Arbitration 
Agreements

As a franchise agreement’s provision requiring all disputes to be arbitrated in Washington State was an integral part 
of the arbitration clause, it fell within the ambit of the Federal Arbitration Act, 9 U.S.C.S. §§ 1 to 16. Under 
Supremacy Clause principles, N.J. Stat. Ann. § 56:10-7.3 of the New Jersey Franchise Practices Act could not 
preclude enforcement of this forum selection provision. Allen v. World Inspection Network Intern., Inc., 389 N.J. 
Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 944 A.2d 28, 
2007 N.J. LEXIS 1578 (N.J. 2007).

While the Federal Arbitration Act (FAA), 9 U.S.C.S. §§ 1 to 16, requires that New Jersey courts enforce arbitration 
clauses in franchise agreements subject to the FAA, a franchisee’s important right to maintain the status quo 
pending arbitration, by seeking injunctive relief from a New Jersey court, is preserved. Allen v. World Inspection 
Network Intern., Inc., 389 N.J. Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. 
denied, 194 N.J. 267, 944 A.2d 28, 2007 N.J. LEXIS 1578 (N.J. 2007).

Under the Supremacy Clause, N.J. Stat. Ann. § 56:10-7.3 of the New Jersey Franchise Practices Act is preempted 
by the Federal Arbitration Act (FAA), 9 U.S.C.S. §§ 1 to 16, insofar as N.J. Stat. Ann. § 56:10-7.3 limits the 
enforceability of arbitration agreements subject to the FAA. Allen v. World Inspection Network Intern., Inc., 389 N.J. 
Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 944 A.2d 28, 
2007 N.J. LEXIS 1578 (N.J. 2007).

Trial court erred in finding that a franchise agreement’s requirement that all disputes be arbitrated in Washington 
State was unconscionable, and thus unenforceable under 9 U.S.C.S. § 2 of the Federal Arbitration Act, 9 U.S.C.S. 
§§ 1 to 16, as the franchisee did not submit any evidence on this issue. Allen v. World Inspection Network Intern., 
Inc., 389 N.J. Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 
944 A.2d 28, 2007 N.J. LEXIS 1578 (N.J. 2007).

Location-selection clause in a franchise agreement’s arbitration clause that is subject to the Federal Arbitration Act 
(FAA), 9 U.S.C.S. §§ 1 to 16, must be analyzed under state law principles to determine whether it is 
unconscionable. The policies underlying the New Jersey Franchise Practices Act (NJFPA) may be considered in 
that analysis; however, the parties opposing enforcement must prove unconscionability and cannot avail 
themselves of the NJFPA’s burden-shifting presumption against forum selection clauses, as that presumption 
discriminates against arbitration clauses. Allen v. World Inspection Network Intern., Inc., 389 N.J. Super. 115, 911 
A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 944 A.2d 28, 2007 N.J. LEXIS 
1578 (N.J. 2007).

Constitutional Law: Supremacy Clause: Federal Preemption

As a franchise agreement’s provision requiring all disputes to be arbitrated in Washington State was an integral part 
of the arbitration clause, it fell within the ambit of the Federal Arbitration Act, 9 U.S.C.S. §§ 1 to 16. Under 
Supremacy Clause principles, N.J. Stat. Ann. § 56:10-7.3 of the New Jersey Franchise Practices Act could not 
preclude enforcement of this forum selection provision. Allen v. World Inspection Network Intern., Inc., 389 N.J. 
Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 944 A.2d 28, 
2007 N.J. LEXIS 1578 (N.J. 2007).

Under the Supremacy Clause, N.J. Stat. Ann. § 56:10-7.3 of the New Jersey Franchise Practices Act is preempted 
by the Federal Arbitration Act (FAA), 9 U.S.C.S. §§ 1 to 16, insofar as N.J. Stat. Ann. § 56:10-7.3 limits the 
enforceability of arbitration agreements subject to the FAA. Allen v. World Inspection Network Intern., Inc., 389 N.J. 
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Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 944 A.2d 28, 
2007 N.J. LEXIS 1578 (N.J. 2007).

To the extent N.J. Stat. Ann. § 56:10-7.3(a) of the New Jersey Franchise Protection Act, N.J. Stat. Ann. § 56:10-1 to 
N.J. Stat. Ann. § 56:10-29, can be read as invalidating arbitral forum selection clauses in franchise agreements, it is 
preempted by the Federal Arbitration Act, 9 U.S.C.S. §§ 1- 16. B & S Ltd., Inc. v. Elephant & Castle Intern., Inc., 
388 N.J. Super. 160, 906 A.2d 511, 2006 N.J. Super. LEXIS 262 (Ch.Div. 2006).

Contracts Law: Defenses: Unconscionability: Arbitration Agreements

Trial court erred in finding that a franchise agreement’s requirement that all disputes be arbitrated in Washington 
State was unconscionable, and thus unenforceable under 9 U.S.C.S. § 2 of the Federal Arbitration Act, 9 U.S.C.S. 
§§ 1 to 16, as the franchisee did not submit any evidence on this issue. Allen v. World Inspection Network Intern., 
Inc., 389 N.J. Super. 115, 911 A.2d 484, 2006 N.J. Super. LEXIS 324 (App.Div. 2006), certif. denied, 194 N.J. 267, 
944 A.2d 28, 2007 N.J. LEXIS 1578 (N.J. 2007).

Research References & Practice Aids

LAW REVIEWS & JOURNALS:

28 Seton Hall L. Rev. 213.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-7.4. Additional practices prohibited.

It shall be a violation of P.L.1971, c.356 (C.56:10-1 et seq.) for any motor vehicle franchisor, directly or 
indirectly, through any officer, agent or employee, to engage in any of the following practices:

a.  To impose unreasonable standards of performance or unreasonable facilities, financial, operating or 
other requirements upon a motor vehicle franchisee.

b.  To base the disapproval of the transfer, sale or assignment of a motor vehicle franchise, or any 
interest therein, on the ground that the proposed transferee is not a natural person.

c.  To fail to compensate a motor vehicle franchisee for all reasonable costs incurred by the franchisee 
in complying with the requirements imposed on the franchisee by the franchisor relating to a product 
recall.

d.  To utilize an arbitrary or unreasonable formula or other calculation or process intended to gauge 
performance as a basis for making any decision or taking any action governed by P.L.1971, c.356 
(C.56:10-1 et seq.).

e.  Except as provided pursuant to section 6 of P.L.2015, c.24 (C.56:10-27.1), to own or operate or 
enter into an agreement with a person, other than an existing motor vehicle franchisee, to operate a 
retail facility for the servicing of motor vehicles, which is authorized to perform warranty service on 
motor vehicles manufactured or distributed by the motor vehicle franchisor. The establishment, 
relocation, reopening or reactivation of such a facility pursuant to an agreement with a motor vehicle 
franchisee shall be subject to the provisions of P.L.1982, c.156 (C.56:10-16 et seq.), except that 
paragraph (3) of subsection b. of section 8 of that act (C.56:10-23) shall not be applicable. Notice shall 
be given to motor vehicle franchisees in the same line make or makes within six miles of the proposed 
retail facility for the servicing of motor vehicles which is authorized to perform warranty service on motor 
vehicles manufactured or distributed by the motor vehicle franchisor.

f.  To require an unconditional release from a motor vehicle franchisee without permitting the franchisee 
to except from the release any claims for outstanding financial obligations of the motor vehicle 
franchisor to the motor vehicle franchisee for which payment will not be made at or before the giving of 
the release.

g.  (1) To require  or attempt to require a motor vehicle franchisee to order or purchase  a new or used 
motor vehicle, or any accessory or equipment thereof  not required by law; or (2) to require or attempt 
to require a motor  vehicle franchise to accept delivery of any motor vehicle, or any  accessory or 
equipment thereof not required by law, which is not as  ordered by the motor vehicle franchisee; or (3) 
to take or withhold  or threaten to take or withhold any action, impose or threaten to  impose any 
penalty, or deny or threaten to deny any benefit, as a  result of the motor vehicle franchisee’s failure or 
refusal  to purchase, order or accept delivery of any such motor vehicle, accessory or equipment. This 
subsection shall not prevent a motor vehicle franchisor  from requiring that a motor vehicle franchisee 
carry a representative  inventory of models offered for sale by the motor vehicle franchisor.

h.  To fail or refuse to sell or offer to sell to all motor vehicle franchisees in a line make every motor 
vehicle sold or offered for sale to any motor vehicle franchisee of the same line make, or to fail or 
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refuse to sell or offer to sell such motor vehicles to all motor vehicle franchisees at the same price for a 
comparably equipped motor vehicle, on the same terms, with no differential in discount, allowance, 
credit or bonus, and on reasonable, good faith and non-discriminatory allocation and availability terms. 
However, the failure to deliver any such motor vehicle shall not be considered a violation of this section 
if the failure is not arbitrary and is due to a lack of manufacturing capacity or to a strike or labor 
difficulty, a shortage of materials, a freight embargo or other cause over which the franchisor has no 
control. A motor vehicle franchisor shall not require a motor vehicle franchisee to purchase 
unreasonable quantities of advertising materials, purchase special tools not required to properly service 
a motor vehicle or undertake sales person or service person training unrelated to the motor vehicle or 
meet unreasonable display requirements as a condition of receiving a motor vehicle.

i.  Unless compelled by law or legal process, (1) if the customer has objected thereto in writing, to 
require a motor vehicle franchisee to publish, release, convey or otherwise provide information 
obtained with respect to any customers, contracts, products, services or other transactions of the motor 
vehicle franchisee which is not necessary for the motor vehicle franchisor to meet its obligations to 
consumers or the motor vehicle franchisee, including vehicle recalls or other requirements imposed by 
State or federal law, or for complying with the duties or obligations of the respective parties under the 
franchise; or (2) to release such information which has been provided to it by the motor vehicle 
franchisees to any third party.

j.  To impose or attempt to impose any requirement, limitation or regulation on, or interfere or attempt to 
interfere with, the manner in which a motor vehicle franchisee utilizes the facilities at which a motor 
vehicle franchise is operated, including, but not limited to, requirements, limitations or regulations as to 
the line makes of motor vehicles that may be sold or offered for sale at the facility, or to take or withhold 
or threaten to take or withhold any action, impose or threaten to impose any penalty, or deny or 
threaten to deny any benefit, as a result of the manner in which the motor vehicle franchisee utilizes his 
facilities, except that the motor vehicle franchisor may require that the portion of the facilities allocated 
to or used for the motor vehicle franchise meets the motor vehicle franchisor’s reasonable, written 
space and volume requirements as uniformly applied by the motor vehicle franchisor. The provisions of 
this subsection shall not apply if the motor vehicle franchisor and the motor vehicle franchisee 
voluntarily agree to the requirement and separate and valuable consideration therefor is paid.

k.  To require or attempt to require a motor vehicle franchisee, or the owner or landlord of property on 
which a motor vehicle franchise is operated, to give a motor vehicle franchisor or any person under the 
control of the motor vehicle franchisor an interest in or option with respect to the real property on which 
the motor vehicle franchise is operated, to restrict the uses to which the facility at which the motor 
vehicle franchise is operated may be put during or after the term of the franchise, or to take or withhold 
or threaten to take or withhold any action, impose or threaten to impose any penalty, or deny or 
threaten to deny any benefit, as a result of the failure or refusal of a motor vehicle franchisee, property 
owner, or landlord to agree to or comply with any such demand or restriction. Nothing in this subsection 
shall be deemed to bar a voluntary agreement between a motor vehicle franchisor and a motor vehicle 
franchisee, or the owner or landlord of property on which a motor vehicle franchise is operated, to give 
the motor vehicle franchisor or the person under the control of the motor vehicle franchisor an interest 
in or option with respect to the real property on which a motor vehicle franchise is operated, or to 
restrict the uses to which the facility at which the motor vehicle franchise is operated is put, provided 
that separate and valuable consideration is paid for such interest, option or restriction.

l.  To require or attempt to require a motor vehicle franchisee to relocate his franchise or to implement 
any facility or operational modification or to take or withhold or threaten to take or withhold any action, 
impose or threaten to impose any penalty, or deny or threaten to deny any benefit as a result of the 
failure or refusal of such motor vehicle franchisee to agree to any such relocation or modification, 
unless the motor vehicle franchisor can demonstrate that: (1) funds are generally available to the 
franchisee for the relocation or modification on reasonable terms; and (2) the motor vehicle franchisee 
will be able, in the ordinary course of business as conducted by such motor vehicle franchisee, to earn 
a reasonable return on his total investment in such facility or from such operational modification, and 
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the full return of his total investment in such facility or from such operational modifications within 10 
years; or (3) the modification is required so that the motor vehicle franchisee can effectively sell and 
service a motor vehicle offered by the motor vehicle franchisor based on the specific technology of the 
motor vehicle. This subsection shall not be construed as requiring a motor vehicle franchisor to 
guarantee that the return as provided in paragraph (2) of this subsection will be realized.

m.  Directly, or through any financial institution having any commonality of ownership with the motor 
vehicle franchisor, to require or attempt to require, or to take or withhold or threaten to take or withhold 
any action, impose or threaten to impose any penalty, or deny or threaten to deny any benefit, as a 
result of the failure or refusal of a motor vehicle franchisee to maintain working capital, equity, floor plan 
financing or other indications of financial condition, greater than the lesser of (1) the minimum required 
to operate the motor vehicle franchise based on the operations of the franchise over the prior 12-month 
period; or (2) an increase of no more than 5% over the prior calendar year, unless the motor vehicle 
franchisor, or the financial institution having any commonality of ownership with a motor vehicle 
franchisor, can establish that such failure or refusal prevents the franchisee from operating the 
franchise in the ordinary course of business. This subsection shall not apply if the working capital, 
equity, floor plan financing or other indication of financial condition is the result of an accommodation by 
the motor vehicle franchisor, or financial institution with a commonality of ownership with the motor 
vehicle franchisor, to the motor vehicle franchisee, containing specific terms and deadlines for the 
restoration of the motor vehicle franchisee’s working capital, inventory, floor plan financing or other 
indication of financial condition, which accommodation is agreed to in writing by the motor vehicle 
franchisee.

n.  To impose or attempt to impose any conditions on the approval of the transfer of a motor vehicle 
franchise, except as provided in section 6 of P.L.1971, c.356 (C.56:10-6).

o.  To amend or modify the franchise of a motor vehicle franchisee, or any lease or agreement ancillary 
or collateral to such franchise, including in connection with the renewal of a franchise, if such 
amendment or modification is not in good faith, is not for good cause, or would adversely and 
substantially alter the rights, obligations, investment or return on investment of the motor vehicle 
franchisee.

p.  To take or withhold or threaten to take or withhold any action, impose or threaten to impose any 
penalty, or deny or threaten to deny any benefit, because the motor vehicle franchisee sold or leased a 
motor vehicle to a customer who exported the vehicle to a foreign country or who resold the vehicle, 
unless the motor vehicle franchisor can establish that the motor vehicle franchisee knew or reasonably 
should have known, prior to the sale or lease, that the customer intended to export or resell the motor 
vehicle; provided, however, that it shall be presumed that the motor vehicle franchisee did not know or 
should not have reasonably known that the vehicle would be exported if the vehicle is titled or 
registered in any state or the District of Columbia.

q.  To require a motor vehicle franchisee, at the time of entering into a franchise arrangement, any 
lease or agreement ancillary or collateral to a motor vehicle franchise, or any amendment, modification, 
renewal or termination thereof, to assent to a release, assignment, novation, waiver or estoppel, which 
would relieve any person from liability imposed by P.L.1971, c.356 (C.56:10-1 et seq.); provided that 
nothing in this subsection shall be deemed to prohibit a voluntary agreement between the motor vehicle 
franchisor and the motor vehicle franchisee which contains a release, assignment, novation, waiver or 
estoppel for which separate and valuable consideration is paid by the motor vehicle franchisor to the 
motor vehicle franchisee.

r.  To provide any term or condition in any motor vehicle franchise, in any lease or other agreement 
ancillary or collateral to a motor vehicle franchise or in any renewal, amendment or modification thereof, 
which term or condition directly or indirectly violates P.L.1971, c.356 (C.56:10-1 et seq.).

s.  To allocate vehicles to or evaluate the performance of a motor vehicle franchise based on, or offer 
any discount, incentive, bonus, program, allowance or credit that differentiates between vehicle sales 
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by a motor vehicle franchisee within a territory or geographic area assigned to the motor vehicle 
franchisee and vehicle sales outside of such territory or geographic area.

History

L. 1999, c. 45, § 5, eff. March 12, 1999; amended 2011, c. 66, § 2, eff. May 4, 2011; 2015, c. 24, § 2, effective 
March 18, 2015.

Annotations

LexisNexis® Notes

Notes

Amendment Note:

2011 amendment, by Chapter 66, rewrote g., which formerly read:  “To require or attempt to require a motor vehicle 
franchisee to accept delivery of any motor vehicle, or accessory or equipment thereof not required by law, which is 
not as ordered by the motor vehicle franchisee”;  in the first sentence of h., added “or to fail or refuse to sell or offer 
to sell such motor vehicles to all motor vehicle franchisees at the same price for a comparably equipped motor 
vehicle, on the same terms, with no differential in discount, allowance, credit or bonus, and on reasonable, good 
faith and non-discriminatory allocation and availability terms”;  and added j. through s.

2015 amendment, by Chapter 24, added “Except as provided pursuant to section 6 of P.L.2015, c.24 (C.56:10-
27.1)” in the first sentence of e.

Case Notes

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Automobile manufacturer’s nationwide discontinuance of its automobile brand did not constitute a lack of good faith 
under N.J. Stat. Ann. § 56:10-7.4(f) as there was no evidence of actual, or threatened, coercion or intimidation, or 
wrongful demand by the manufacturer. Stadium Chrysler Jeep, L.L.C. v. DaimlerChrysler Motors Co., LLC, 324 F. 
Supp. 2d 587, 2004 U.S. Dist. LEXIS 13024 (D.N.J. 2004).

Automobile manufacturer’s release contained in its automobile brand discontinuance agreement signed by 
automobile dealers did not violate N.J. Stat. Ann. § 56:10-7.4(f) where the release was not unconditional, the 
release did except from it amounts owed to the individual dealers, and the dealers were given a choice in 
compensation packages between lump sum compensation and repayment pursuant to the terms of their sales and 
service agreements. Stadium Chrysler Jeep, L.L.C. v. DaimlerChrysler Motors Co., LLC, 324 F. Supp. 2d 587, 2004 
U.S. Dist. LEXIS 13024 (D.N.J. 2004).
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-8. Application of act to prior grants of franchises

This act shall not apply to a franchise granted prior to the effective date of this act, provided, however, that 
a renewal of a franchise or an amendment to an existing franchise shall not be excluded from the 
application of this act.

History

L. 1971, c. 356, 8, eff. Dec. 21, 1971.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Where franchisee and franchisor’s agreement predated the Franchise Practices Act, N.J. Stat. Ann. § 56:10-8, did 
not apply. Shell Oil Co. v. Marinello, 120 N.J. Super. 357, 294 A.2d 253, 1972 N.J. Super. LEXIS 425 (Ch.Div. 
1972), modified, 63 N.J. 402, 307 A.2d 598, 1973 N.J. LEXIS 196 (N.J. 1973).
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-9. Action against franchisor; defenses

It shall be a defense for a franchisor, to any action brought under this act by a franchisee, if it be shown that 
said franchisee has failed to substantially comply with requirements imposed by the franchise and other 
agreements ancillary or collateral thereto.

History

L. 1971, c. 356, 9, eff. Dec. 21, 1971.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Breach of Contract

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise 
Agreements

Business & Corporate Law: Distributorships & Franchises: Remedies: Injunctive Relief

Business & Corporate Law: Distributorships & Franchises: Terminations: Good Cause

Trademark Law: Dilution of Famous Marks: General Overview

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Breach of Contract

District court did not err in its instruction to a jury with regard to the statutory defense of N.J. Stat. Ann. § 56:10-9 
and accurately stated that a franchisor could not be held responsible under N.J. Stat. Ann. § 56:10-7(e) if the 
franchisee did not substantially comply with the franchise agreement. Coast Auto. Group, Ltd. v. VW Credit, Inc., 
119 Fed. Appx. 419, 2005 U.S. App. LEXIS 1294 (3d Cir. N.J.), cert. denied, 546 U.S. 827, 126 S. Ct. 367, 163 L. 
Ed. 2d 73, 2005 U.S. LEXIS 6110 (U.S. 2005).

Sufficient evidence was provided to support a jury verdict in favor of a franchisor with regard to the statutory 
defense of N.J. Stat. Ann. §§ 56:10 -9 on a claim brought by the franchisee under N.J. Stat. Ann. § 56:10-7(e) 
where the evidence supported the franchisor’s theory that the franchisee had breached the franchise agreement by 
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failing to maintain an adequate floor plan for purchasing new vehicles and based on the franchisee’s substantial 
noncompliance in materially misrepresenting its financial ability in the dealer application. Coast Auto. Group, Ltd. v. 
VW Credit, Inc., 119 Fed. Appx. 419, 2005 U.S. App. LEXIS 1294 (3d Cir. N.J.), cert. denied, 546 U.S. 827, 126 S. 
Ct. 367, 163 L. Ed. 2d 73, 2005 U.S. LEXIS 6110 (U.S. 2005).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Agreements

Summary judgment was not appropriate on the wrongful termination claim under the New Jersey Franchise 
Practices Act, N.J. Stat. Ann. § 56:10-5 et seq., where (1) the calculation method prescribed by the regional buying 
agreements was reasonably susceptible to two different interpretations, making it impossible to conclude as a 
matter of law that plaintiff breached its 2006 minimum sales obligations; and (2) because the court could not 
determine whether plaintiff breached its obligations in the first instance (let alone materially breached), it followed 
that summary judgment was improper with respect to whether defendant had good cause to provide the July 2007 
notice of intent not to renew the regional buying agreements. Goldwell of N.J., Inc. v. KPSS, Inc., 622 F. Supp. 2d 
168, 2009 U.S. Dist. LEXIS 26844 (D.N.J. 2009).

Business & Corporate Law: Distributorships & Franchises: Remedies: Injunctive Relief

New Jersey Franchise Practices Act (Act), N.J. Stat. Ann. § 56:10-9, should be read to preclude any claim under 
the Act alleging bad faith when it is demonstrated that the franchisee substantially fails to comply with the 
agreement. Thus, where automobile dealership failed to substantially comply with the franchise agreement, 
summary judgment and injunctive relief for manufacturer on its trademark dilution claims under 15 U.S.C.S. 
§ 1125(c) was appropriate. Mercedes-Benz U.S.A LLC v. Coast Auto. Group, Ltd., 2006 U.S. Dist. LEXIS 71953 
(D.N.J. Sept. 29, 2006).

Business & Corporate Law: Distributorships & Franchises: Terminations: Good Cause

Even if a franchisee who made multiple late royalty payments promptly cured his defaults, he was not in substantial 
compliance with the franchise agreement. Accordingly, the franchisor had good cause for termination and was not 
required to approve a transfer to potential buyers. Kumon N. Am., Inc. v. Timban, 2014 U.S. Dist. LEXIS 84907 
(D.N.J. June 23, 2014).

Trademark Law: Dilution of Famous Marks: General Overview

New Jersey Franchise Practices Act (Act), N.J. Stat. Ann. § 56:10-9, should be read to preclude any claim under 
the Act alleging bad faith when it is demonstrated that the franchisee substantially fails to comply with the 
agreement. Thus, where automobile dealership failed to substantially comply with the franchise agreement, 
summary judgment and injunctive relief for manufacturer on its trademark dilution claims under 15 U.S.C.S. 
§ 1125(c) was appropriate. Mercedes-Benz U.S.A LLC v. Coast Auto. Group, Ltd., 2006 U.S. Dist. LEXIS 71953 
(D.N.J. Sept. 29, 2006).
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-10. Action against franchisor; damages; injunction; costs

Any franchisee may bring an action against its franchisor for violation of this act in the Superior Court of the 
State of New Jersey to recover damages sustained by reason of any violation of this act and, where 
appropriate, shall be entitled to injunctive relief. Such franchisee, if successful, shall also be entitled to the 
costs of the action including but not limited to reasonable attorney’s fees.

History

L. 1971, c. 356, 10, eff. Dec. 21, 1971.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Remedies: Costs & Attorney Fees

Evidence: Testimony: Experts: General Overview

Business & Corporate Law: Distributorships & Franchises: Remedies: Costs & Attorney Fees

Expert fees are not allowable to a prevailing franchisee under N.J. Stat. Ann. § 56:10-10. Maintainco, Inc. v. 
Mitsubishi Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 
(App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

Franchisee was entitled to attorney fees pursuant to N.J. Stat. Ann. § 56:10-10 for successfully enjoining franchisor 
from unlawfully terminating franchise, but was not entitled to counsel fees for other unsuccessful claims brought 
against franchisor. Westfield Centre Service, Inc. v. Cities Service Oil Co., 162 N.J. Super. 114, 392 A.2d 243, 1978 
N.J. Super. LEXIS 1057 (Ch.Div. 1978), aff'd, 172 N.J. Super. 196, 411 A.2d 714, 1980 N.J. Super. LEXIS 453 
(App.Div. 1980).

Evidence: Testimony: Experts: General Overview



Page 2 of 2

N.J. Stat. § 56:10-10

Expert fees are not allowable to a prevailing franchisee under N.J. Stat. Ann. § 56:10-10. Maintainco, Inc. v. 
Mitsubishi Caterpillar Forklift America, Inc., 408 N.J. Super. 461, 975 A.2d 510, 2009 N.J. Super. LEXIS 189 
(App.Div.), certif. denied, 200 N.J. 502, 983 A.2d 1110, 2009 N.J. LEXIS 1372 (N.J. 2009).

Research References & Practice Aids

Cross References:

Actions, alternate dispute resolution proceedings relative to franchise termination; notice of transfer, assignment or 
sale, see 56:10-30.

LAW REVIEWS & JOURNALS:

28 Seton Hall L. Rev. 213.

29 Rutgers L.J. 237, ARTICLE: FRANCHISOR ATTEMPTS TO CONTROL THE DISPUTE RESOLUTION FORUM: 
WHY THE FEDERAL ARBITRATION ACT TRUMPS THE NEW JERSEY SUPREME COURT’S DECISION IN 
KUBIS.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-12. Limitation of liability of franchisor, its officers, agents or 
employees for furnishing information

No liability on the part of and no cause of action of any nature other than as provided by this act shall arise 
against any franchisor, its officers, agents or employees furnishing information as to reasons for 
termination, cancellation, intent not to renew, failure to renew, unacceptability of a proposed transferee, or 
relating to the character, financial ability or business experience of a proposed transferee, or for statements 
made or evidence submitted at any hearing or trial conducted in connection therewith.

History

L. 1971, c. 356, 12, eff. Dec. 21, 1971.

LexisNexis® New Jersey Annotated Statutes
Copyright © 2022 All rights reserved.

End of Document



N.J. Stat. § 56:10-13

 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-13. Definitions

For the purposes of this act:

“Motor vehicle franchisor” means a franchisor engaged in the business of manufacturing or assembling new 
motor vehicles, who will, under normal business conditions during the year, manufacture or assemble at 
least 10 new motor vehicles, and his motor vehicle distributors;

“Motor vehicle franchisee” means every franchisee actively engaged in the business of buying, selling or 
exchanging new motor vehicles and who has an established place of business;

“Motor vehicle franchise” means a franchise for the marketing of new motor vehicles;

“New motor vehicle” means only a newly manufactured motor vehicle, and includes all vehicles propelled 
otherwise than by muscular power, and motorcycles, trailers and tractors, excepting: (1) those vehicles as 
run only upon rails or tracks and motorized bicycles, and buses, including school buses; and (2) those 
motor vehicles not designed or used primarily for the transportation of persons or property and only 
incidentally operated or moved over a highway.

History

L. 1977, c. 84, § 1; amended 1991, c. 459, § 1.
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§ 56:10-13.1. Violations concerning relocations

It shall be a violation of the “Franchise Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.) for any motor 
vehicle franchisor, directly or indirectly, through any officer, agent or employee, to prohibit or restrict the 
relocation of a motor vehicle franchise unless:

a.  the relocation will leave that franchisor without representation in the primary market area of the 
relocating motor vehicle franchisee;

b.  the relocation will have a material adverse effect on an existing motor vehicle franchisee;

c.  the place of business to which the motor vehicle franchisee proposes to relocate does not 
substantially satisfy the reasonable standards for franchise facilities established by the motor vehicle 
franchisor in writing and made available to its franchisees; or

d.  the relocation is determined to be injurious pursuant to P.L.1982, c.156 (C.56:10-16 et seq.).

History

L. 1991, c. 459, § 2.
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§ 56:10-13.2. Repurchase of certain vehicles and equipment on termination, 
cancellation or nonrenewal

Within 90 days of the termination, cancellation or nonrenewal of a motor vehicle franchise as provided for in 
section 5 of P.L.1971, c.356 (C.56:10-5), or the termination, cancellation or nonrenewal of a motor vehicle 
franchise by the motor vehicle franchisee or by mutual agreement of the motor vehicle franchisee and 
motor vehicle franchisor, the motor vehicle franchisor shall repurchase from the motor vehicle franchisee:

a.  any unused, undamaged and unsold vehicles from current and all prior year inventories with 500 
miles or less registered on the odometer, or recreational vehicles that were acquired from the motor 
vehicle franchisor within 12 months before the effective date of the termination, and any unused, 
undamaged and unsold parts, supplies and accessories, listed in the franchisor’s current price catalog 
and acquired from the franchisor or a source approved or recommended by the franchisor at the 
franchisee’s net acquisition cost therefor, including transportation, delivery and similar charges paid by 
the franchisee, plus the franchisee’s cost of handling, packing, loading and transporting the vehicle 
inventory, parts, supplies and accessories for return to the franchisor. For the purposes of this 
subsection, vehicle inventory, parts, supplies and accessories used by the franchisee or its employees 
for display, demonstration or other marketing purposes shall be deemed to be unused or unsold.

b.  any special tools and signs which were required by the franchisor, at:

(1)  the franchisee’s net acquisition cost if the item was acquired in the 12 months immediately 
preceding the effective date of the termination, cancellation or nonrenewal;

(2)  the greater of the fair market value or 75% of the franchisee’s net acquisition cost if the item 
was acquired more than 12 but less than 24 months immediately preceding the effective date of the 
termination, cancellation or nonrenewal;

(3)  the greater of the fair market value or 50% of the franchisee’s net acquisition cost if the item 
was acquired more than 24 but less than 36 months immediately preceding the effective date of the 
termination, cancellation or nonrenewal;

(4)  the greater of the fair market value or 25% of the franchisee’s net acquisition cost if the item 
was acquired more than 36 but less than 60 months immediately preceding the effective date of the 
termination, cancellation or nonrenewal; or

(5)  the fair market value if the item was acquired more than 60 months immediately preceding the 
effective date of the termination, cancellation or nonrenewal; plus the franchisee’s cost of handling, 
packing, loading and transporting the item for return to the franchisor.

Payment shall be made by the motor vehicle franchisor within 30 days after the date on which the 
motor vehicle franchisee notifies the motor vehicle franchisor in writing that the property is available for 
repurchase.

Nothing in this section shall prohibit the franchise from containing provisions in addition to, but not 
inconsistent with, those required by this section.
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History

L. 1991, c. 459, § 3; amended 1999, c. 45, § 2, eff. March 12, 1999; 2011, c. 66, § 3, eff. May 4, 2011.

Annotations

Notes

OLS Corrections:

Pursuant to R.S.1:3-1, the Office of Legislative Services, through its Legislative Counsel and with the concurrence 
of the Attorney General, corrected a technical error in L. 2011, c. 66, § 3.

Amendment Note:

2011 amendment, by Chapter 66, in the opening paragraph, deleted “or the termination, cancellation or nonrenewal 
of a motor vehicle franchise as a result of a termination or cessation of a part of the franchisor’s business 
operations throughout the United States, which is not a part of any change in the ownership, operation or control of 
all or any part of the franchisor’s business” preceding “the motor vehicle franchisor shall repurchase”;  in the first 
sentence of a., substituted “vehicles from current and all prior year inventories with 500 miles or less registered on 
the odometer, or recreational vehicles that were acquired from the motor vehicle franchisor within 12 months before 
the effective date of the termination” for “inventory”, inserted “including transportation, delivery and similar charges 
paid by the franchisee”, and inserted “vehicle” preceding “inventory”, and in the second sentence of a., inserted 
“vehicle” preceding “inventory”;  in the next to last paragraph, substituted “the date on which the motor vehicle 
franchisee notifies the motor vehicle franchisor in writing that the property is available for repurchase” for “the 
tender of the property by the motor vehicle franchisee free and clear of liens and encumbrances”;  and made a 
related change.
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§ 56:10-13.3. Violations related to termination, cancellation or nonrenewal

a.  It shall be a violation of the “Franchise Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.) for any motor 
vehicle franchisor, directly or indirectly, through any officer, agent or employee, to terminate, cancel or fail 
to renew a motor vehicle franchise as the result of:

(1)  any change in the ownership, operation or control of all or any part of the franchisor’s business, 
whether by sale or transfer of the assets, corporate stock or other equity interest; assignment; merger; 
consolidation; combination; reorganization; restructuring; redemption; operation of law or otherwise; or

(2)  the termination, suspension or cessation of all or any part of the franchisor’s business operations 
due to the discontinuance of a line make or otherwise, unless the franchisor complies with the 
provisions of subsections b., c., d. and e. of this section or unless the franchisor, or another motor 
vehicle franchisor, pursuant to an agreement with the franchisor, offers the franchisee a replacement 
motor vehicle franchise which takes effect no later than the date of the termination, cancellation or 
nonrenewal of the franchisee’s existing motor vehicle franchise.

b.  Within 90 days of the effective date of the termination, cancellation or nonrenewal, the motor vehicle 
franchisor shall compensate the motor vehicle franchisee in an amount at least equivalent to the fair market 
value of the motor vehicle franchise on

(1)  the day before the date the franchisor announces the action which results in the termination, 
cancellation or nonrenewal; or

(2)  the date on which the notice of termination, cancellation or nonrenewal is issued, whichever 
amount is higher.

c.  The franchisor shall authorize the franchisee to continue servicing and supplying parts, including service 
and parts pursuant to a warranty issued by the franchisor, for any goods or services marketed by the 
franchisee pursuant to the motor vehicle franchise for a period of not less than five years from the effective 
date of the termination, cancellation or nonrenewal and shall continue to reimburse the franchisee for 
warranty parts and service in an amount and on terms no less favorable than those in effect prior to the 
termination, cancellation or nonrenewal and in accordance with section 3 of P.L.1977, c.84 (C.56:10-15).

d.  The franchisor shall continue to supply the franchisee with replacement parts for any goods or services 
marketed by the franchisee pursuant to the motor vehicle franchise for a period of not less than five years 
from the effective date of the termination, cancellation or nonrenewal, at the same price and terms as the 
franchisor supplied them to the remaining franchisees of the franchisor, or if there are no such remaining 
franchisees, at a price and on terms no less favorable than those in effect prior to the termination, 
cancellation or nonrenewal.

e.  If the franchisee continues to service motor vehicles and sell parts after the termination, cancellation or 
nonrenewal, as provided for in subsections c. and d. of this section, the compensation paid to the 
franchisee pursuant to subsection b. of this section shall be reduced to the extent, if any, of the fair market 
value of such rights as of the effective date of the termination, cancellation or nonrenewal.

History
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L. 1991, c. 459, § 4; amended 2011, c. 66, § 4, eff. May 4, 2011.

Annotations

LexisNexis® Notes

Notes

Amendment Note:

2011 amendment, by Chapter 66, in a.(2), inserted “due to the discontinuance of a line make or otherwise” and 
deleted “other than a termination or cessation of a part of the franchisor’s business operations throughout the 
United States which is not part of any change in the ownership, operation or control of all or any part of the 
franchisor’s business” preceding “unless the franchisor complies”;  and in b.(1), substituted “the day before the 
date” for “the date.”

Case Notes

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Automobile manufacturer violated N.J. Stat. Ann. § 56:10-13.4 where the discontinuance of its automobile brand 
constituted the termination, cancellation, or nonrenewal of automobile dealers’ respective franchises, thus, 
triggering payment obligations under N.J. Stat. Ann. § 56:10-13.3. Stadium Chrysler Jeep, L.L.C. v. DaimlerChrysler 
Motors Co., LLC, 324 F. Supp. 2d 587, 2004 U.S. Dist. LEXIS 13024 (D.N.J. 2004).
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§ 56:10-13.4. Discontinuation of a series or line, effective termination

For the purposes of sections 3 and 4 of this 1991 amendatory and supplementary act, and section 5 of the 
“Franchise Practices Act,” P.L.1971, c.356 (C.56:10-5), the termination, cancellation or discontinuation of a 
series, line, brand or class of new motor vehicle marketed by a motor vehicle franchisor as a distinct series, 
line, brand or class shall be deemed to be the termination, cancellation or nonrenewal of the motor vehicle 
franchise of a motor vehicle franchisee holding a franchise which includes that series, line, brand or class, 
even if that series, line, brand or class of new motor vehicle is part of a motor vehicle franchise which 
includes other series, lines, brands or classes of new motor vehicles. Notwithstanding the provisions of this 
section, a franchisor may change, add or delete models, specifications, model names, numbers or 
identifying marks or similar characteristics of the new motor vehicles it markets, if those changes, additions 
or deletions do not result, directly or indirectly, in the termination, cancellation or discontinuation of a distinct 
series, line, brand or class of new motor vehicle.

History

L. 1991, c. 459, § 5.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Terminations: General Overview

Automobile manufacturer violated N.J. Stat. Ann. § 56:10-13.4 where the discontinuance of its automobile brand 
constituted the termination, cancellation, or nonrenewal of automobile dealers’ respective franchises, thus, 
triggering payment obligations under N.J. Stat. Ann. § 56:10-13.3. Stadium Chrysler Jeep, L.L.C. v. DaimlerChrysler 
Motors Co., LLC, 324 F. Supp. 2d 587, 2004 U.S. Dist. LEXIS 13024 (D.N.J. 2004).
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§ 56:10-13.5. Interest on overdue payments

If a motor vehicle franchisor fails to make any payment required by this 1991 amendatory and 
supplementary act within the time specified for payment, interest shall be added to that payment at the rate 
of 12% per annum from the date payment was due.

History

L. 1991, c. 459, § 6.
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§ 56:10-13.6. Violations by franchisor

It shall be a violation of the “Franchise Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.), for a motor 
vehicle franchisor to exercise a right of first refusal or other right to acquire a motor vehicle franchise from a 
motor vehicle franchisee as a means to influence the consideration or other terms offered by a person in 
connection with the acquisition of the motor vehicle franchise or to influence a person to refrain from 
entering into, or to withdraw from, negotiations for the acquisition of the motor vehicle franchise.

History

L. 1993, c. 189, § 5.
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§ 56:10-13.7. Exceptions to violations by franchisor, “acquiring transferee” 
defined

It shall be a violation of the “Franchise Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.), for a motor 
vehicle 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 election of the motor vehicle franchisee, assumes the lease for or acquires the real property 
on which the motor vehicle franchise is conducted on the same terms as those on which the real 
property or lease was to be sold or transferred to the acquiring transferee in connection with the sale of 
the motor vehicle franchise, unless otherwise agreed to by the motor vehicle franchisee and motor 
vehicle franchisor; and

b.  reimburses the acquiring transferee of the motor vehicle franchise for the reasonable expenses paid 
or incurred by him in evaluating and investigating the motor vehicle franchise and negotiating and 
pursuing the acquisition of the motor vehicle franchise prior to the motor vehicle franchisor’s exercise of 
the right of first refusal or other right to acquire the motor vehicle franchise. For purposes of this 
subsection, expenses to evaluate and investigate the motor vehicle franchise means, in addition to any 
other expenses associated with the evaluation and investigation of the motor vehicle franchise, legal 
and accounting expenses, and expenses associated with the evaluation and investigation of any real 
property on which the motor vehicle franchise is conducted, including, but not limited to, expenses 
associated with title examinations, environmental assessments and other expenses directly related to 
the acquisition or lease of such real property by the acquiring transferee. Upon reimbursement, any title 
reports, or other reports or studies received by the acquiring transferee as a result of the evaluation or 
investigation of the motor vehicle franchise or the real property on which the motor vehicle franchise is 
conducted shall be provided to the motor vehicle franchisor. The acquiring transferee shall submit an 
itemized list of the expenses to be reimbursed along with supporting documents, if any, to the motor 
vehicle franchisor no later than 30 days after receipt of a written request for same from the motor 
vehicle franchisor. The motor vehicle franchisor shall make payment within 30 days of receipt of the 
itemized list.

c.  for purposes of this section, “acquiring transferee” means the person to whom the motor vehicle 
franchise would have been transferred had the right of first refusal or other right to acquire the motor 
vehicle franchise not been exercised by the motor vehicle franchisor.

History

L. 1993, c. 189, § 6.
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§ 56:10-14. Indemnification and holding harmless franchisees by franchisors 
for claims and damages due third parties

All motor vehicle franchisors shall indemnify and hold harmless their motor vehicle franchisees from any 
and all claims, losses, damages, and expenses, including attorneys’ fees, resulting from or related to 
complaints, claims or suits against the motor vehicle franchisee by third parties concerning defects or 
alleged defects in any of the merchandise or service systems, procedures or methods of the motor vehicle 
franchisors which are sold or performed by the motor vehicle franchisee. With regards to services rendered 
by a motor vehicle franchisee, the motor vehicle franchisor shall not be liable to the motor vehicle 
franchisee by virtue of this section for any claims, losses, expenses or damages arising as a result of 
negligence or willful malfeasance by the motor vehicle franchisee, but the motor vehicle franchisor shall be 
liable for damages arising from or in connection with any services rendered by a motor vehicle franchisee in 
accordance with any service system, procedure or method suggested or required by the motor vehicle 
franchisor. The foregoing provisions for indemnification shall specifically include, but without limiting the 
generality of the foregoing, any defects or damages to merchandise occurring in transit from the motor 
vehicle franchisor to the motor vehicle franchisee in situations in which the motor vehicle franchisor 
designates the carrier or method of transportation.

History

L. 1977, c. 84, 2, eff. May 9, 1977.

Annotations

LexisNexis® Notes

Case Notes

Business & Corporate Law: Distributorships & Franchises: Remedies: Costs & Attorney Fees

Transportation Law: Private Vehicles: General Overview

Business & Corporate Law: Distributorships & Franchises: Remedies: Costs & Attorney Fees

Where it was found that a customer brought suit against an auto dealer because the auto manufacturer refused to 
honor the warranty, the dealer, as franchisee, was entitled to attorney fees, thereby extending the protections of the 
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statute to franchisees who were not the original sellers of the warranted items. Springfield Imported Motors, Ltd. v. 
Jaguar Rover Triumph, Inc., 187 N.J. Super. 124, 453 A.2d 919, 1982 N.J. Super. LEXIS 959 (Law Div. 1982).

Transportation Law: Private Vehicles: General Overview

Franchisee auto dealer was entitled to attorney fees from franchisor auto manufacturer after a customer had gone 
to another auto dealership and obtained unsatisfactory repairs, thereafter initiating suit against both dealerships and 
the auto’s manufacturer. Springfield Imported Motors, Ltd. v. Jaguar Rover Triumph, Inc., 187 N.J. Super. 124, 453 
A.2d 919, 1982 N.J. Super. LEXIS 959 (Law Div. 1982).

Where it was found that a customer brought suit against an auto dealer because the auto manufacturer refused to 
honor the warranty, the dealer, as franchisee, was entitled to attorney fees, thereby extending the protections of the 
statute to franchisees who were not the original sellers of the warranted items. Springfield Imported Motors, Ltd. v. 
Jaguar Rover Triumph, Inc., 187 N.J. Super. 124, 453 A.2d 919, 1982 N.J. Super. LEXIS 959 (Law Div. 1982).
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§ 56:10-15. Reimbursement for services or parts under warranty or law; 
payment pursuant to incentive, bonus, sales, performance or other 
programs

If any motor vehicle franchise shall require or permit motor vehicle franchisees to perform services or 
provide parts in satisfaction of a warranty issued by the motor vehicle franchisor:

a.  The motor vehicle franchisor shall reimburse each motor vehicle franchisee for such services as are 
rendered and for such parts as are supplied, in an amount equal to the prevailing retail price charged 
by such motor vehicle franchisee for such services and parts in circumstances where such services are 
rendered or such parts supplied other than pursuant to warranty; provided that such motor vehicle 
franchisee’s prevailing retail price is not unreasonable when compared with that of the holders of motor 
vehicle franchises from the same motor vehicle franchisor for identical merchandise or services in the 
geographic area in which the motor vehicle franchisee is engaged in business.

b.  The motor vehicle franchisor shall not by agreement, by restrictions upon reimbursement, or 
otherwise, restrict the nature and extent of services to be rendered or parts to be provided so that such 
restriction prevents the motor vehicle franchisee from satisfying the warranty by rendering services in a 
good and workmanlike manner and providing parts which are required in accordance with generally 
accepted standards. Any such restriction shall constitute a prohibited practice hereunder.

c.  The motor vehicle franchisor shall reimburse the motor vehicle franchisee pursuant to subsection a. 
of this section, without deduction, for services performed on, and parts supplied for, a motor vehicle by 
the motor vehicle franchisee in good faith and in accordance with generally accepted standards, 
notwithstanding any requirement that the motor vehicle franchisor accept the return of the motor vehicle 
or make payment to a consumer with respect to the motor vehicle pursuant to the provisions of 
P.L.1988, c.123 (C.56:12-29 et seq.).

d.  For the purposes of this section, the “prevailing retail price” charged by: (1) a motor vehicle 
franchisee for parts means the price paid by the motor vehicle franchisee for those parts, including all 
shipping and other charges, multiplied by the sum of 1.0 and the franchisee’s average percentage 
markup over the price paid by the motor vehicle franchisee for parts purchased by the motor vehicle 
franchisee from the motor vehicle franchisor and sold at retail. The motor vehicle franchisee may 
establish average percentage markup under this section by submitting to the motor vehicle franchisor 
100 sequential customer paid service repair orders or 90 days of customer paid service repair orders, 
whichever is less, covering repairs made no more than 180 days before the submission, and declaring 
what the average percentage markup is. The average percentage markup so declared shall go into 
effect 30 days following the declaration subject to audit of the submitted repair orders by the motor 
vehicle franchisor and adjustment of the average percentage markup based on that audit. Only retail 
sales not involving warranty repairs, parts covered by subsection e. of this section, or parts supplied for 
routine vehicle maintenance, shall be considered in calculating average percentage markup. No motor 
vehicle franchisor shall require a motor vehicle franchisee to establish average percentage markup by a 
methodology, or by requiring information, that is unduly burdensome or time consuming to provide, 
including, but not limited to, part by part or transaction by transaction calculations. A motor vehicle 
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franchisee shall not request a change in the average percentage markup more than twice in one 
calendar year; and (2) a recreational motor vehicle franchisee for parts means actual wholesale cost, 
plus a minimum 30% handling charge and any freight costs incurred to return the removed parts to the 
motor vehicle franchisor.

e.  If a motor vehicle franchisor supplies a part or parts for use in a repair rendered under a warranty 
other than by sale of that part or parts to the motor vehicle franchisee, the motor vehicle franchisee 
shall be entitled to compensation equivalent to the motor vehicle franchisee’s average percentage 
markup on the part or parts, as if the part or parts had been sold to the motor vehicle franchisee by the 
motor vehicle franchisor. The requirements of this section shall not apply to entire engine assemblies 
and entire transmission assemblies. In the case of those assemblies, the motor vehicle franchisor shall 
reimburse the motor vehicle franchisee in the amount of 30% of what the motor vehicle franchisee 
would have paid the motor vehicle franchisor for the assembly if the assembly had not been supplied 
by the franchisor other than by the sale of that assembly to the motor vehicle franchisee.

f.  The motor vehicle franchisor shall reimburse the motor vehicle franchisee for parts supplied and 
services rendered under a warranty within 30 days after approval of a claim for reimbursement. All 
claims for reimbursement shall be approved or disapproved within 30 days after receipt of the claim by 
the motor vehicle franchisor. When a claim is disapproved, the motor vehicle franchisee shall be 
notified in writing of the grounds for the disapproval. No claim that has been approved and paid shall be 
charged back to the motor vehicle franchisee unless it can be shown that the claim was false or 
fraudulent, that the services were not properly performed, that the parts or services were unnecessary 
to correct the defective condition, or that the motor vehicle franchisee failed to reasonably substantiate 
the claim in accordance with reasonable written requirements of the motor vehicle franchisor, provided 
that the motor vehicle franchisee had been notified of the requirements prior to the time the claim arose 
and the requirements were in effect at the time the claim arose. A motor vehicle franchisor shall not 
audit a claim after the expiration of 12 months following the payment of the claim unless the motor 
vehicle franchisor has reasonable grounds to believe that the claim was fraudulent.

g.  The obligations imposed on motor vehicle franchisors by this section shall apply to any parent, 
subsidiary, affiliate or agent of the motor vehicle franchisor, any person under common ownership or 
control, any employee of the motor vehicle franchisor and any person holding 1% or more of the shares 
of any class of securities or other ownership interest in the motor vehicle franchisor, if a warranty or 
service or repair plan is issued by that person instead of or in addition to one issued by the motor 
vehicle franchisor.

h.  The provisions of this section shall also apply to franchisor administered service and repair plans:

(1)  if the motor vehicle franchisee offers for sale only the franchisor administered service or repair 
plan; or

(2)  if the motor vehicle franchisee is paid its prevailing retail price for all service or repair plans the 
motor vehicle franchisee offers for sale to purchasers of new motor vehicles; or

(3)  for the first 36,000 miles of coverage under the franchisor administered service or repair plan, if 
the warranty offered by the motor vehicle franchisor on the motor vehicle provides coverage for 
less than 36,000 miles; or

(4)  for motor vehicles covered by a franchisor administered service or repair plan, if the motor 
vehicle franchisee does not offer for sale the franchisor administered service or repair plan.

With respect to franchisor administered service or repair plans covering only routine maintenance 
service, this section applies only to those plans sold to customers on or after the effective date of 
P.L.1999, c.45.

i.  A motor vehicle franchisor shall make payment to a motor vehicle franchisee pursuant to incentive, 
bonus, sales, performance or other programs within 30 days after receipt of a claim from the motor 
vehicle franchisee. When a claim is disapproved, the motor vehicle franchisee shall be notified in 
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writing of the grounds for disapproval. No claim shall be disapproved unless it can be shown that the 
claim was false or fraudulent, or that the motor vehicle franchisee failed to reasonably substantiate the 
claim in accordance with reasonable written requirements of the motor vehicle franchisor, provided that 
the motor vehicle franchisee had been notified of the requirements prior to the time the claim arose and 
the requirements were in effect at the time the claim arose. A motor vehicle franchisor shall not audit a 
claim after the expiration of 12 months following the payment of the claim.

History

L. 1977, c. 84, § 3; amended 1991, c. 459, § 7; 1999, c. 45, § 3, eff. March 12, 1999; 2011, c. 66, § 5, eff. May 4, 
2011.

Annotations

LexisNexis® Notes

Notes

Amendment Note:

2011 amendment, by Chapter 66, in d., added d.(2), designated former provisions as d.(1), and inserted the colon 
preceding d.(1);  in the last sentence of f., substituted “12 months” for “two years”;  and added i.

Case Notes

Antitrust & Trade Law: Consumer Protection: Vehicle Warranties: General Overview

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Fees

Civil Procedure: Remedies: Injunctions: Elements: Irreparable Harm

Commercial Law (UCC): Sales (Article 2): Contract Terms: General Overview

Contracts Law: Contract Conditions & Provisions: Express Warranties

Antitrust & Trade Law: Consumer Protection: Vehicle Warranties: General Overview

Where automobile dealers made repairs pursuant to manufacturers’ extended service plan contracts (ESPs) and 
sought reimbursement from a manufacturer under N.J. Stat. Ann. § 56:10-15, which was equal to the prevailing 
retail prices that they charged rather than reimbursement rates that were set forth in the parties’ sales and service 
agreements, their claim was denied because the ESPs were not “warranties,” and § 56:10-15 required 
reimbursement equal to retail prices only for work that was done under warranty. Liberty Lincoln-Mercury v. Ford 
Motor Co., 8 F. Supp. 2d 450, 1998 U.S. Dist. LEXIS 7900 (D.N.J. 1998).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview
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Because the Franchise Practices Act (FPA), N.J. Stat. Ann. § 56:10-1 et seq., does not define “warranty,” the court 
used the Uniform Commercial Code’s (UCC) definition of warranty at N.J. Stat. Ann. § 12A:2- 313(1) to discern the 
meaning under the FPA. Use of the UCC definition was appropriate because (1) the UCC applied to transactions in 
goods, N.J. Stat. Ann. § 12A:2-102, and the “warranty” contemplated in N.J. Stat. Ann. § 56:10-15 of the FPA was 
related to a sale of a good, a motor vehicle; and (2) there was nothing in the FPA that explicitly repealed the UCC 
as to automobile warranties. Liberty Lincoln-Mercury, Inc. v. Ford Motor Co., 171 F.3d 818, 1999 U.S. App. LEXIS 
4255 (3d Cir. N.J. 1999).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: Franchise Fees

In a suit where car dealerships challenged a car maker’s assessment of a surcharge as violating N.J. Stat. Ann. 
§ 56:10-15(a), the district court erred by granting a preliminary injunction suspending the surcharges because not 
all requirements for a preliminary injunction had been met, given that there was no evidence of a non-monetary 
injury. Liberty Lincoln-Mercury, Inc. v. Ford Motor Co., 562 F.3d 553, 2009 U.S. App. LEXIS 5484 (3d Cir. N.J. 
2009).

Civil Procedure: Remedies: Injunctions: Elements: Irreparable Harm

In a suit where car dealerships challenged a car maker’s assessment of a surcharge as violating N.J. Stat. Ann. 
§ 56:10-15(a), the district court erred by granting a preliminary injunction suspending the surcharges because not 
all requirements for a preliminary injunction had been met, given that there was no evidence of a non-monetary 
injury. Liberty Lincoln-Mercury, Inc. v. Ford Motor Co., 562 F.3d 553, 2009 U.S. App. LEXIS 5484 (3d Cir. N.J. 
2009).

Commercial Law (UCC): Sales (Article 2): Contract Terms: General Overview

Because the Franchise Practices Act (FPA), N.J. Stat. Ann. § 56:10-1 et seq., does not define “warranty,” the court 
used the Uniform Commercial Code’s (UCC) definition of warranty at N.J. Stat. Ann. § 12A:2- 313(1) to discern the 
meaning under the FPA. Use of the UCC definition was appropriate because (1) the UCC applied to transactions in 
goods, N.J. Stat. Ann. § 12A:2-102, and the “warranty” contemplated in N.J. Stat. Ann. § 56:10-15 of the FPA was 
related to a sale of a good, a motor vehicle; and (2) there was nothing in the FPA that explicitly repealed the UCC 
as to automobile warranties. Liberty Lincoln-Mercury, Inc. v. Ford Motor Co., 171 F.3d 818, 1999 U.S. App. LEXIS 
4255 (3d Cir. N.J. 1999).

Contracts Law: Contract Conditions & Provisions: Express Warranties

Where automobile dealers made repairs pursuant to manufacturers’ extended service plan contracts (ESPs) and 
sought reimbursement from a manufacturer under N.J. Stat. Ann. § 56:10-15, which was equal to the prevailing 
retail prices that they charged rather than reimbursement rates that were set forth in the parties’ sales and service 
agreements, their claim was denied because the ESPs were not “warranties,” and § 56:10-15 required 
reimbursement equal to retail prices only for work that was done under warranty. Liberty Lincoln-Mercury v. Ford 
Motor Co., 8 F. Supp. 2d 450, 1998 U.S. Dist. LEXIS 7900 (D.N.J. 1998).

Research References & Practice Aids

Cross References:

Violations related to termination, cancellation or nonrenewal, see 56:10-13.3.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-16. Definitions

a.  “Committee” means the Motor Vehicle Franchise Committee established in section 2 [C.56:10-17] of this 
act;

b.  “Franchise” means a written arrangement for a definite or indefinite period in which a motor vehicle 
franchisor grants a right or license to use a trade name, trademark, service mark or related characteristics 
and in which there is a community of interest in the marketing of new motor vehicles at retail, by lease 
agreement or otherwise;

c.  “Franchisee” means a natural person, corporation, partnership or entity to whom a franchise is granted 
by a motor vehicle franchisor;

d.  “Motor vehicle” or “new motor vehicle” means only a newly manufactured motor vehicle, except a 
nonconventional type of motor vehicle, and includes all such vehicles propelled otherwise than by muscular 
power, and motorcycles, trailers and tractors, excepting such vehicles as run only upon rails or tracks and 
motorized bicycles; a “nonconventional type of motor vehicle” means every vehicle not designed or used 
primarily for the transportation of persons or property and only incidentally operated or moved over a 
highway;

e.  “Motor vehicle franchisor” means a natural person, corporation, partnership or entity engaged in the 
business of manufacturing, assembling or distributing new motor vehicles, who will under normal business 
conditions during the year, manufacture, assemble or distribute at least 10 new motor vehicles;

f.  “Relevant market area” means a geographic area 14 miles in radius from a proposed franchise or 
business as it relates to the grant, reopening or reactivation of a franchise or the establishment, reopening 
or reactivation of a business; and a geographic area 8 miles in radius from a relocated franchise or 
business, but if there are no existing franchisees in the same line make within an 8-mile radius of the 
relocated franchise or business, then the relevant market area includes the next closest existing franchisee 
in the same line make within a 14-mile radius. Determining whether an existing franchisee is within the 
relevant market area of a proposed or relocated franchise or business, and ascertaining any other 
measurement of distance, shall be made by measuring the distance between the nearest surveyed 
boundary line of the existing franchise and the nearest surveyed boundary line of the proposed or relocated 
franchise or business.

History

L. 1982, c. 156, § 1, eff. Oct. 27, 1982; amended 2011, c. 66, § 6, eff. May 4, 2011.

Annotations

Notes
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Publisher’s Note:

The bracketed material was added by the Publisher to provide a reference.

Amendment Note:

2011 amendment, by Chapter 66, in the first sentence of f., substituted “a geographic area 14 miles in radius from a 
proposed franchise or business as it relates to the grant, reopening or reactivation of a franchise or the 
establishment, reopening or reactivation of a business; and a geographic area 8 miles in radius from a relocated 
franchise or business” for “a geographic area 8 miles in radius from a proposed franchise or business” and 
substituted the second occurrence of “relocated” for “proposed”; and added the second sentence of f.

Research References & Practice Aids

Cross References:

Notice to existing franchisees, protest, appeal, see 56:10-19.

Additional practices prohibited, see 56:10-7.4.

Violations concerning relocations, see 56:10-13.1.
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 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-17. Motor Vehicle Franchise Committee

There is established in the Executive Branch of the State Government a committee which shall be known 
as the Motor Vehicle Franchise Committee. The committee shall consist of the Director of the Division of 
Motor Vehicles, the Commissioner of the Department of Commerce and Economic Development and the 
Director of the Division of Consumer Affairs. The Director of the Division of Motor Vehicles shall be the 
chairman of the committee. The committee shall meet from time to time at the call of the chairman, for the 
purpose of conducting hearings and rendering final determinations as provided for in this act. All papers 
required to be filed with the committee pursuant to this act shall be filed with the Director of the Division of 
Motor Vehicles. For purposes of complying with the provisions of Article V, Section IV, paragraph 1 of the 
New Jersey Constitution, the committee is allocated within the Department of Law and Public Safety, but 
notwithstanding that allocation, the committee shall remain independent of any supervision or control by the 
department or by any personnel thereof.

History

L. 1982, c. 156, 2, eff. Oct. 27, 1982.

Annotations

Research References & Practice Aids

Cross References:

Definitions, see 56:10-16.

Findings, declarations, see 56:10-7.2.

LexisNexis® New Jersey Annotated Statutes
Copyright © 2022 All rights reserved.

End of Document



N.J. Stat. § 56:10-18

 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-18. Conditions for franchise

A motor vehicle franchisor may grant, relocate, reopen or reactivate a franchise or establish, relocate, 
reopen or reactivate a business, for the purpose of doing business on the retail level, only if the franchise or 
business will not be injurious as determined pursuant to section 8 of P.L.1982, c.156 (C.56:10-23).

History

L. 1982, c. 156, § 3, eff. Oct. 27, 1982; amended 2011, c. 66, § 7, eff. May 4, 2011.

Annotations

LexisNexis® Notes

Notes

Amendment Note:

2011 amendment, by Chapter 66, rewrote the section, which formerly read:  “No motor vehicle franchisor shall 
grant, relocate, reopen or reactivate a franchise or establish, relocate, reopen or reactivate a business, for the 
purpose of doing business on the retail level, if the franchise or business will be injurious as determined pursuant to 
section 8 of this act.”

Case Notes

Business & Corporate Law: Distributorships & Franchises: Business Opportunities

Move of a dealership to a new location three years after it purchased an existing dealership was not barred by the 
five-year limitation in N.J. Stat. Ann. § 56:10-20(a) against franchise relocations and was not subject to protest by 
another dealership pursuant to N.J. Stat. Ann. § 56:10-18 and N.J. Stat. Ann. § 56:10-19 because the relocation 
was unconnected with the purchase of an existing franchise. New A.C. Chevrolet v. Chevrolet Div. of GMC, 297 
N.J. Super. 326, 688 A.2d 116, 1997 N.J. Super. LEXIS 57 (App.Div.), certif. denied, 152 N.J. 187, 704 A.2d 17, 
1997 N.J. LEXIS 605 (N.J. 1997).

Research References & Practice Aids
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Cross References:

Rights of franchisor, see 56:10-20.
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§ 56:10-19. Notice to existing franchisees, protest, appeal

A motor vehicle franchisor shall give its existing franchisees in the same line make within 20 miles of the 
proposed location for the proposed franchise or business as calculated using the methodology set forth in 
subsection f. of section 1 of P.L.1982, c.156 (C.56:10-16) not less than 90 days’ advance written notice of 
its intention to grant, relocate, reopen or reactivate a franchise of the same line make or establish, relocate, 
reopen or reactivate a business. Any franchisee in the relevant market area of the proposed franchise or 
business may file with the committee a protest to the granting, relocating, reopening or reactivation of the 
franchise or the establishment, relocation, reopening or reactivation of the business within 30 days of 
receipt of the notice or 30 days after the end of any appeal procedure provided by the motor vehicle 
franchisor, whichever is later. Any motor vehicle franchisee entitled to file a protest that does not receive 
the written notice from the motor vehicle franchisor and consequently does not file a protest may file an 
action in the Superior Court against the motor vehicle franchisor and the court shall enjoin and nullify the 
grant, relocation, reopening or reactivation of the franchise or the establishment, relocation, reopening or 
reactivation of the business, regardless of whether a protest by such motor vehicle franchisee would have 
been successful. In any such action, a successful motor vehicle franchisee shall be entitled to an award of 
reasonable attorneys’ fees, court costs and expenses. A protest shall set forth all reasons for objecting to 
the granting, reopening, or reactivation of a franchise and shall be accompanied by a concise statement of 
the facts and supporting affidavits for all issues raised in the protest. When a protest is filed, the chairman 
of the committee shall notify the motor vehicle franchisor and the franchisee in writing that it has been filed 
and shall forthwith determine either to transmit the protests to the Office of Administrative Law for hearing 
or to conduct a hearing directly.

History

L. 1982, c. 156, § 4, eff. Oct. 27, 1982; amended 2011, c. 66, § 8, eff. May 4, 2011.

Annotations

LexisNexis® Notes

Notes

OLS Corrections:

Pursuant to R.S.1:3-1, the Office of Legislative Services, through its Legislative Counsel and with the concurrence 
of the Attorney General, corrected a technical error in L. 2011, c. 66, § 8.
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Amendment Note:

2011 amendment, by Chapter 66, in the first sentence, substituted “20 miles of the proposed location for the 
proposed franchise or business as calculated using the methodology set forth in subsection f. of section 1 of 
P.L.1982, c.156 (C.56:10-16) not less than 90 days’ ” for “the relevant market area”;  in the second sentence, 
substituted “Any franchisee in the relevant market area of the proposed franchise or business” for “Any franchisee 
who is entitled to received the written notice”;  and inserted the present third and fourth sentences.

Case Notes

Business & Corporate Law: Distributorships & Franchises: General Overview

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Interference With 
Business Relations

Real Property Law: Zoning & Land Use: General Overview

Business & Corporate Law: Distributorships & Franchises: General Overview

Defendants were granted summary judgment on plaintiffs’ claims for tortious interference and conspiracy. Their 
actions in filing protests and objections with the Motor Vehicle Franchise Committee and a zoning board in 
response to plaintiffs’ planned relocation of their car dealership had a legitimate business purpose and were taken 
pursuant to N.J. Stat. Ann. § 56:10-19 and N.J. Stat. Ann. § 40:55D-4. Jeep Eagle 17, Inc. v. Chrysler Fin. Servs. 
Ams., L.L.C., 2010 Bankr. LEXIS 4230 (Bankr. D.N.J. Nov. 23, 2010).

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Interference With Business 
Relations

Automobile franchisee’s protest against an automobile manufacturer grant of another franchise within 4.25 miles of 
the established franchise was not supported under the statute because the administrative law judge’s findings of 
destructive competition and severe financial constrictions for the established franchise were merely unsupported 
assumptions. Monmouth Chrysler-Plymouth, Inc. v. Chrysler Corp., 203 N.J. Super. 281, 496 A.2d 741, 1985 N.J. 
Super. LEXIS 1392 (App.Div. 1985), modified, 102 N.J. 485, 509 A.2d 161, 1986 N.J. LEXIS 948 (N.J. 1986).

Real Property Law: Zoning & Land Use: General Overview

Defendants were granted summary judgment on plaintiffs’ claims for tortious interference and conspiracy. Their 
actions in filing protests and objections with the Motor Vehicle Franchise Committee and a zoning board in 
response to plaintiffs’ planned relocation of their car dealership had a legitimate business purpose and were taken 
pursuant to N.J. Stat. Ann. § 56:10-19 and N.J. Stat. Ann. § 40:55D-4. Jeep Eagle 17, Inc. v. Chrysler Fin. Servs. 
Ams., L.L.C., 2010 Bankr. LEXIS 4230 (Bankr. D.N.J. Nov. 23, 2010).

Research References & Practice Aids

Cross References:

Hearing on protest, see 56:10-21.
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Factors for consideration if proposed franchise will harm public interest, see 56:10-23.

Administrative Code:

N.J.A.C. 13:21-19.1 (2013), CHAPTER LICENSING SERVICE, Notice of intent; copies served on Chairman.

N.J.A.C. 13:21-19.2 (2013), CHAPTER LICENSING SERVICE, Failure of franchisor to provide actual notice; protest 
letter; time for filing.

N.J.A.C. 13:21-19.3 (2013), CHAPTER LICENSING SERVICE, Protest; copy filed with a franchisor and relocating 
franchisee.

N.J.A.C. 13:21-19.7 (2013), CHAPTER LICENSING SERVICE, Papers, briefs, documents etc. filed with the Office 
of Administrative Law.
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§ 56:10-20. Rights of franchisor

The provisions of sections 3 and 4 of P.L.1982, c.156 (C.56:10-18 and 56:10-19) notwithstanding, a motor 
vehicle franchisor may:

a.  Permit an existing franchisee to relocate his franchise within two miles of the franchisee’s existing 
franchise location, except that a franchise may not be relocated pursuant to this subsection unless at 
least five years have elapsed since any previous relocation pursuant to this subsection;

b.  Reopen or reactivate a franchise or business which has not been in operation for a period of two 
years or less at a site within two miles of the prior site, provided that the rights accorded to the 
franchisor herein shall not apply to a successor or assignee of the franchisor of the franchise or 
business at the time the franchise or business was closed or deactivated; or

c.  Permit the purchaser of a controlling interest in the shares or substantially all of the operating assets 
of an existing franchise to relocate the place of business of the franchise within two miles of the 
previously approved franchise location within 180 days of the date of purchase.

History

L. 1982, c. 156, § 5; amended 1991, c. 460; 1993, c. 189, § 3; 2011, c. 66, § 9, eff. May 4, 2011.

Annotations

LexisNexis® Notes

Notes

Amendment Note:

2011 amendment, by Chapter 66, in b., added “provided that the rights accorded to the franchisor herein shall not 
apply to a successor or assignee of the franchisor of the franchise or business at the time the franchise or business 
was closed or deactivated.”

Case Notes

Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

Business & Corporate Law: Distributorships & Franchises: Business Opportunities
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Business & Corporate Law: Distributorships & Franchises: Assignments & Transfers

Motor vehicle dealership that moved its dealership in 1992 when it purchased dealership was allowed to move its 
franchise in 1995 to a location .3 miles from its present location where it was the first relocation under N.J. Stat. 
Ann. § 56:10-20(c), and not a second relocation within five years under N.J. Stat. Ann. § 56:10-20(a). New A.C. 
Chevrolet v. Chevrolet Div. of GMC, 297 N.J. Super. 326, 688 A.2d 116, 1997 N.J. Super. LEXIS 57 (App.Div.), 
certif. denied, 152 N.J. 187, 704 A.2d 17, 1997 N.J. LEXIS 605 (N.J. 1997).

Business & Corporate Law: Distributorships & Franchises: Business Opportunities

Move of a dealership to a new location three years after it purchased an existing dealership was not barred by the 
five-year limitation in N.J. Stat. Ann. § 56:10-20(a) against franchise relocations and was not subject to protest by 
another dealership pursuant to N.J. Stat. Ann. § 56:10-18 and N.J. Stat. Ann. § 56:10-19 because the relocation 
was unconnected with the purchase of an existing franchise. New A.C. Chevrolet v. Chevrolet Div. of GMC, 297 
N.J. Super. 326, 688 A.2d 116, 1997 N.J. Super. LEXIS 57 (App.Div.), certif. denied, 152 N.J. 187, 704 A.2d 17, 
1997 N.J. LEXIS 605 (N.J. 1997).
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§ 56:10-21. Hearing on protest

The hearing referred to in section 4 of P.L.1982, c.156 (C.56:10-19) shall be conducted as a contested 
case in accordance with the provisions of the “Administrative Procedure Act,” P.L.1968, c. 410 (C.52:14B-1 
et seq.) and P.L.1978, c.67 (C.52:14F-1 et seq.). The franchisor shall have the burden of proving by a 
preponderance of the evidence that the proposed franchise or business will not be injurious. The testimony 
taken at the hearing shall be under oath and recorded verbatim, but the parties shall not be bound by the 
rules of evidence. True copies of any transcript and of any other record made of or at the hearing shall be 
furnished to any party upon request and at that party’s expense. The committee may subpena witnesses 
and compel their attendance, administer oaths and require the production for examination of any books or 
papers relating to any matter involved in the hearing. The committee, at the request of any party, may 
subpena and compel the attendance of such witnesses as the party may designate and require the 
production for examination of any books or papers relating to any matter involved in the hearing.

History

L. 1982, c. 156, § 6, eff. Oct. 27, 1982; amended 2011, c. 66, § 10, eff. May 4, 2011.

Annotations

Notes

Amendment Note:

2011 amendment, by Chapter 66, deleted the former second sentence, which read:  “The committee shall make its 
final determination within 120 days after the filing of the protest unless the time is extended by the committee for 
good cause shown”;  inserted the present second sentence, pertaining to burden of proof;  and substituted “section 
4 of P.L.1982, c.156 (C.56:10-19)” for “section 4 of this act” in the first sentence.
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§ 56:10-22. Motion for determination that final determination will favor 
franchisee; prohibition of action by franchisor

When a protest has been filed, as provided for in this act, the franchisee may move for a determination by 
the committee that a prima facie case has been made that the final determination will be in favor of the 
franchisee. If such a finding is made, the motor vehicle franchisor shall not grant, relocate, reopen or 
reactivate the proposed franchise or establish, relocate, reopen or reactivate the proposed business until 
the committee has made a final determination that that action does not violate this act.

History

L. 1982, c. 156, 7, eff. Oct. 27, 1982.
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§ 56:10-23. Factors for consideration if proposed franchise will harm public 
interest

a.  The grant, reopening or reactivation of a franchise or establishment, or the reopening or reactivation of a 
business shall be deemed injurious to existing franchisees or to the public interest unless the franchisor 
proves, by a preponderance of the evidence, that:

(1)  The proposed franchise or business would materially enhance the availability of stable, adequate 
and reliable sales and service to purchasers of vehicles in the same line make in the market area 
served by the franchisees entitled to notice;

(2)  The proposed franchise or business would not affect the stability of existing franchisees in the 
same line make;

(3)  The existing franchisees in the same line make have not provided adequate representation of the 
line make in their market areas for a period of at least two years based on the availability of motor 
vehicle sales and service facilities, equipment, supply of motor vehicle parts and qualified service 
personnel;

(4)  The franchisor’s action is in good faith.

b.  In determining whether the grant, relocation, reopening or reactivation of a franchise or establishment, 
relocation, reopening or reactivation of a business will be injurious to existing franchisees or to the public 
interest, it shall be conclusively presumed that the proposed grant, relocation, reopening or reactivation of 
the franchise or establishment, relocation, reopening or reactivation of the business will be injurious to 
existing franchisees or to the public interest if:

(1)  for the 24-month period prior to notice pursuant to section 4 of P.L.1982, c.156 (C.56:10-19), the 
average market penetration of the franchisees given notice pursuant to section 4 of P.L.1982, c.156 
(C.56:10-19), in the area of primary responsibility or territory assigned to such franchises, is at least 
equal to the average market penetration of all franchisees in the same line make in this State;

(2)  the proposed franchise or business is likely to cause not less than a 25% reduction in new vehicle 
sales or not less than a 25% reduction in gross income for the protesting franchisee;

(3)  the proposed franchise or business will not operate a full service franchise or business at the 
proposed location; or

(4)  an owner or operator of the proposed franchise or business has engaged in materially unfair or 
deceptive business practices with respect to a motor vehicle franchise or business.

c.  The presumption in subsection b. of this section shall not apply to the grant, reopening or reactivation of 
a franchise or to the establishment, reopening or reactivation of a business if the proposed franchisee is a 
minority or a woman. For the purposes of this subsection, “minority” means a person who is:

(1)  Black, which is a person having origins in any of the black racial groups in Africa; or

(2)  Hispanic, which is a person of Spanish or Portuguese culture with origins in Mexico, South or 
Central America, or the Caribbean Islands, regardless of race; or
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(3)  Asian American, which is a person having origins in any of the original peoples of the Far East, 
Southeast Asia, Indian Subcontinent, Hawaii, or the Pacific Islands; or

(4)  American Indian or Alaskan native, which is a person having origins in any of the original peoples 
of North America.

d.  In determining whether the relocation of an existing franchise or business will be injurious to existing 
franchisees or the public interest, the committee shall consider in making its determination, whether the 
franchisor has proven, by a preponderance of the evidence, that:

(1)  The relocation would materially enhance the availability of stable, adequate and reliable sales and 
service to purchasers of vehicles in the same line make in the market areas served by the franchisees 
entitled to notice;

(2)  The relocation would not affect the stability of the existing franchises in the same line make;

(3)  The existing franchisees in the same line make have not provided adequate representation of the 
line make in their market areas for a period of at least two years based on the availability of motor 
vehicle sales and service facilities, equipment, supply of motor vehicle parts and qualified service 
personnel;

(4)  The relocation is in good faith; and

(5)  The effect on the relocating dealer of the denial of its relocation outweighs the injury to an existing 
franchisee.

History

L. 1982, c. 156, § 8; amended 1993, c. 189, § 2; 1999, c. 45, § 4, eff. March 12, 1999; 2011, c. 66, § 11, eff. May 4, 
2011.

Annotations

LexisNexis® Notes

Notes

Amendment Note:

2011 amendment, by Chapter 66, rewrote a.;  in b., inserted “conclusively” preceding “presumed” in the opening 
paragraph, and in b.(1), inserted “in the area of primary responsibility or territory assigned to such franchises” and 
substituted “this State” for “the zone, district, region or other similar geographic designation, other than a national 
geographic designation, used by the motor vehicle franchisor into which the proposed franchise or business will be 
assigned, it being the intent of this paragraph (1) of this subsection b. not to compare the franchisees given notice 
to the national market penetration of the motor vehicle franchisor”;  and added d.

Subsection a. formerly read:  “In determining whether the grant, relocation, reopening or reactivation of a franchise 
or establishment, relocation, reopening or reactivation of a business will be injurious to existing franchisees or to the 
public interest, the committee may consider, but shall not be limited to considering the following:  (1) The effect that 
the proposed franchise or business would have on the provision of stable, adequate and reliable sales and service 
to purchasers of vehicles in the same line make in the relevant market area; (2) The effect that the proposed 
franchise or business would have on the stability of existing franchisees in the same line make in the relevant 
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market area; (3) Whether the existing franchisees in the same line make in the relevant market area are providing 
adequate and convenient consumer service for motor vehicles of the line make in the relevant market area, which 
shall include the adequacy of motor vehicle sales and service facilities, equipment, supply of motor vehicle parts 
and qualified service personnel; (4) The effect on a relocating dealer of a denial of its relocation into the relevant 
market area.”

Case Notes

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Interference With 
Business Relations

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Business & Corporate Law: Distributorships & Franchises: Causes of Action: Interference With Business 
Relations

Car dealer had failed to quantify the anticipated adverse economic effect of the establishment of a new dealership 
by the car manufacturer in order to determine the car dealer’s injury pursuant to N.J. Stat. Ann. § 56:10-23. 
Monmouth Chrysler-Plymouth, Inc. v. Chrysler Corp., 102 N.J. 485, 509 A.2d 161, 1986 N.J. LEXIS 948 (N.J. 
1986).

Business & Corporate Law: Distributorships & Franchises: Franchise Relationships: General Overview

Car dealer had failed to quantify the anticipated adverse economic effect of the establishment of a new dealership 
by the car manufacturer in order to determine the car dealer’s injury pursuant to N.J. Stat. Ann. § 56:10-23. 
Monmouth Chrysler-Plymouth, Inc. v. Chrysler Corp., 102 N.J. 485, 509 A.2d 161, 1986 N.J. LEXIS 948 (N.J. 
1986).

Research References & Practice Aids

Cross References:

Conditions for franchise, see 56:10-18.

Additional practices prohibited, see 56:10-7.4.
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LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-24. Parties responsible for own costs

In any administrative proceeding under this act, each party shall be responsible for his own litigation costs 
and attorney fees. The committee shall assess and equally apportion among the parties to the hearing, and 
shall transfer to the Office of Administrative Law, the administrative hearing costs resulting from a protest 
filed pursuant to this act. Administrative hearing costs shall be based on a billing rate established by the 
Office of Administrative Law and approved by the Director of Budget and Accounting.

History

L. 1982, c. 156, 9; amended by L. 1987, c. 274, 1.

Annotations

Research References & Practice Aids

Administrative Code:

N.J.A.C. 13:21-19.9 (2013), CHAPTER LICENSING SERVICE, Hearing costs; deposit; sanctions.
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LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
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§ 56:10-25. Rules and regulations

The committee may promulgate such rules and regulations as are necessary to implement the provisions of 
this act.

History

L. 1982, c. 156, 10, eff. Oct. 27, 1982.

Annotations

Research References & Practice Aids

Administrative Code:

N.J.A.C. 13:21 (2013), CHAPTER LICENSING SERVICE, 13, Chapter 21 — Chapter Notes.

LAW REVIEWS & JOURNALS:

26 Seton Hall L. Rev. 1635.
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§ 56:10-26. Definitions.

As used in this act:

“Consumer” means the purchaser, other than for resale, of a motor vehicle.

“Franchise” means a written arrangement for a definite or indefinite period in which a motor vehicle 
franchisor grants a right or license to use a trade name, trademark, service mark or related 
characteristics and in which there is a community of interest in the marketing of new motor vehicles at 
retail, by lease, agreement or otherwise.

“Motor vehicle” means and includes all vehicles propelled otherwise than by muscular power, and 
motorcycles, trailers and tractors, excepting: (1) those vehicles as run only upon rails or tracks, 
motorized bicycles, and buses, including school buses; and (2) those motor vehicles not designed or 
used primarily for the transportation of persons or property and only incidentally operated or moved 
over a highway.

“Motor vehicle franchisee” means a person to whom a franchise is granted by a motor vehicle 
franchisor and who or which holds a current valid motor vehicle dealer’s license issued pursuant to 
R.S.39:10-19 and has an established place of business.

“Motor vehicle franchisor” means a person engaged in the business of manufacturing, assembling or 
distributing new motor vehicles, or importing into the United States new motor vehicles manufactured or 
assembled in a foreign country, who will under normal business conditions during the year, 
manufacture, assemble, distribute or import at least 10 new motor vehicles.

“New motor vehicle” means a newly manufactured motor vehicle.

“Person” means a natural person, corporation, partnership, trust, or other entity and, in the case of an 
entity, it shall include any other entity which has a majority interest in that entity or effectively controls 
that other entity as well as the individual officers, directors, and other persons in active control of the 
activities of each such entity.

“Place of business” means a fixed geographical location at which the motor vehicle franchisor’s motor 
vehicles are offered for sale and sold, but shall not include an office, a warehouse, a place of storage, a 
residence or a vehicle.

“Zero emission vehicle” means a motor vehicle certified as a zero emission vehicle pursuant to the 
California Air Resources Board zero emission vehicle standards for the applicable model year, but shall 
not include an advanced technology partial zero emission vehicle, a partial zero emission vehicle, or a 
hybrid electric vehicle.

History

L. 1985, c. 361, § 1; amended 1991, c. 409, § 1; 2015, c. 24, § 3, effective March 18, 2015.



Page 2 of 2

N.J. Stat. § 56:10-26

Annotations

LexisNexis® Notes

Notes

Amendment Notes

2015 amendment, by Chapter 24, deleted the a. through e., g., and h. designations; deleted former f., which read: 
“‘Place of business’ means a fixed geographical location at which the motor vehicle franchisor’s motor vehicles are 
offered for sale and sold, but shall not include an office, a warehouse, a place of storage, a residence or a vehicle”; 
added the definitions of “Place of business” and “Zero emission vehicle”; and made related changes.

Case Notes

Antitrust & Trade Law: State Civil Action

Constitutional Law: Congressional Duties & Powers: Commerce Clause: General Overview

Antitrust & Trade Law: State Civil Action

In an action by a truck dealer against a transportation company alleging that the New Jersey Franchise Practices 
Act (NJFPA) was an unconstitutional restraint on the Commerce Clause, the language of the Sherman Act and the 
committee statement accompanying N.J. Stat. Ann. § 56:10-26 left some question as to its intended applicability to 
inter-state versus intra-state transactions; thus, N.J. Stat. Ann. § 56:10-27 appeared capable of burdening 
commerce and promoting economic protectionism of New Jersey dealers. Coast Cities Truck Sales v. Navistar Int'l 
Transp. Co., 912 F. Supp. 747, 1995 U.S. Dist. LEXIS 19864 (D.N.J. 1995).

Constitutional Law: Congressional Duties & Powers: Commerce Clause: General Overview

In an action by a truck dealer against a transportation company alleging that the New Jersey Franchise Practices 
Act (NJFPA) was an unconstitutional restraint on the Commerce Clause, the language of the Sherman Act and the 
committee statement accompanying N.J. Stat. Ann. § 56:10-26 left some question as to its intended applicability to 
inter-state versus intra-state transactions; thus, N.J. Stat. Ann. § 56:10-27 appeared capable of burdening 
commerce and promoting economic protectionism of New Jersey dealers. Coast Cities Truck Sales v. Navistar Int'l 
Transp. Co., 912 F. Supp. 747, 1995 U.S. Dist. LEXIS 19864 (D.N.J. 1995).
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§ 56:10-27. Sales through franchises only.

Except as provided pursuant to section 6 of P.L.2015, c.24 (C.56:10-27.1), it shall be a violation of this act 
for any motor vehicle franchisor, directly or indirectly, through any officer, agent, employee, broker or any 
shareholder of the franchisor, except a shareholder of 1% or less of the outstanding shares of any class of 
securities of a franchisor which is a publicly traded corporation, or other person, to offer to sell or sell motor 
vehicles, to a consumer, other than an employee of the franchisor, except through a motor vehicle 
franchisee.

History

L. 1985, c. 361, § 2, eff. Nov. 12, 1985; amended by 2015, c. 24, § 4, effective March 18, 2015.

Annotations

LexisNexis® Notes

Notes

Amendment Notes

2015 amendment, by Chapter 24, added “Except as provided pursuant to section 6 of P.L.2015, c.24 (C.56:10-
27.1).”

Case Notes

Antitrust & Trade Law: State Civil Action

Constitutional Law: Congressional Duties & Powers: Commerce Clause: General Overview

Governments: Legislation: Overbreadth

Antitrust & Trade Law: State Civil Action
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The New Jersey Franchise Practices Act (NJFPA), N.J. Stat. Ann. § 56:10-1 et seq., was not unconstitutionally 
vague, as: (1) the phrase “directly or indirectly” set forth in N.J. Stat. Ann. § 56:10-27 did not create an ambiguity 
that rendered the statute constitutionally infirm; (2) the NJFPA specifically defined “motor vehicle,” which was at 
issue in the action by a truck dealer against a transportation company; (3) the scope of actors was reasonably clear 
from the plain language of the statute; and (4) the scope of conduct that the NJFPA sought to govern was 
reasonably ascertainable from both the language of N.J. Stat. Ann. § 56:10-27 itself and from legislative 
pronouncements accompanying passage of the statute. Coast Cities Truck Sales v. Navistar Int'l Transp. Co., 912 
F. Supp. 747, 1995 U.S. Dist. LEXIS 19864 (D.N.J. 1995).

In an action by a truck dealer against a transportation company alleging that the New Jersey Franchise Practices 
Act (NJFPA) was an unconstitutional restraint on the Commerce Clause, the language of the Sherman Act and the 
committee statement accompanying N.J. Stat. Ann. § 56:10-26 left some question as to its intended applicability to 
inter-state versus intra-state transactions; thus, N.J. Stat. Ann. § 56:10-27 appeared capable of burdening 
commerce and promoting economic protectionism of New Jersey dealers. Coast Cities Truck Sales v. Navistar Int'l 
Transp. Co., 912 F. Supp. 747, 1995 U.S. Dist. LEXIS 19864 (D.N.J. 1995).

Constitutional Law: Congressional Duties & Powers: Commerce Clause: General Overview

In an action by a truck dealer against a transportation company alleging that the New Jersey Franchise Practices 
Act (NJFPA) was an unconstitutional restraint on the Commerce Clause, the language of the Sherman Act and the 
committee statement accompanying N.J. Stat. Ann. § 56:10-26 left some question as to its intended applicability to 
inter-state versus intra-state transactions; thus, N.J. Stat. Ann. § 56:10-27 appeared capable of burdening 
commerce and promoting economic protectionism of New Jersey dealers. Coast Cities Truck Sales v. Navistar Int'l 
Transp. Co., 912 F. Supp. 747, 1995 U.S. Dist. LEXIS 19864 (D.N.J. 1995).

Governments: Legislation: Overbreadth

The New Jersey Franchise Practices Act (NJFPA), N.J. Stat. Ann. § 56:10-1 et seq., was not unconstitutionally 
vague, as: (1) the phrase “directly or indirectly” set forth in N.J. Stat. Ann. § 56:10-27 did not create an ambiguity 
that rendered the statute constitutionally infirm; (2) the NJFPA specifically defined “motor vehicle,” which was at 
issue in the action by a truck dealer against a transportation company; (3) the scope of actors was reasonably clear 
from the plain language of the statute; and (4) the scope of conduct that the NJFPA sought to govern was 
reasonably ascertainable from both the language of N.J. Stat. Ann. § 56:10-27 itself and from legislative 
pronouncements accompanying passage of the statute. Coast Cities Truck Sales v. Navistar Int'l Transp. Co., 912 
F. Supp. 747, 1995 U.S. Dist. LEXIS 19864 (D.N.J. 1995).
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§  56:10-27.1. Sale of zero emission vehicle.

Notwithstanding the provisions of any law, rule or regulation to the contrary, a motor vehicle franchisor 
licensed pursuant to R.S.39:10-19 on or prior to January 1, 2014 and exclusively manufacturing zero 
emission vehicles may buy from and sell, offer to sell, or deal to a consumer a zero emission vehicle, 
provided that the franchisor owns or operates, directly or indirectly:

(1)  no more than four places of business in the State; and

(2)  at least one retail facility for the servicing, including warranty servicing, of zero emission vehicles 
sold, offered for sale, or otherwise distributed in this State. This facility shall be furnished with all the 
equipment required to service a zero emission vehicle.

A franchisor shall not be required to establish or operate a place of business at a retail facility for the 
servicing of zero emission vehicles.

History

L. 2015, c. 24, § 6, effective March 18, 2015.

Annotations

Notes

Editor's Notes

Exemption from sales tax for zero emission vehicles, see 54:32B-8.55.

Report of number of zero emission vehicles sold, see 54:32B-8.55a.
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§ 56:10-28. Prohibition of ownership by franchisor.

Except as provided pursuant to section 6 of P.L.2015, c.24 (C.56:10-27.1), it shall be a violation of this act 
for a motor vehicle franchisor, directly or indirectly, through any officer, agent, employee, broker or any 
shareholder of the franchisor, except a shareholder of 1% or less of the outstanding shares of any class of 
securities of a franchisor which is a publicly traded corporation, or other person, to own or operate a place 
of business as a motor vehicle franchisee, except that this section shall not prohibit the ownership or 
operation of a place of business by a motor vehicle franchisor for a period, not to exceed 24 consecutive 
months, during the transition from one motor vehicle franchisee to another; or the investment in a motor 
vehicle franchisee by a motor vehicle franchisor if the investment is for the sole purpose of enabling a 
partner or shareholder in that motor vehicle franchisee to acquire an interest in that motor vehicle 
franchisee and that partner or shareholder is not otherwise employed by or associated with the motor 
vehicle franchisor and would not otherwise have the requisite capital investment funds to invest in the motor 
vehicle franchisee, and has the right to purchase the entire equity interest of the motor vehicle franchisor in 
the motor vehicle franchisee within a reasonable period of time not to exceed 10 years.

History

L. 1985, c. 361, § 3; amended 1993, c. 189, § 4; 2015, c. 24, § 5, effective March 18, 2015.

Annotations

LexisNexis® Notes

Notes

Amendment Notes

2015 amendment, by Chapter 24, added “Except as provided pursuant to section 6 of P.L.2015, c.24 (C.56:10-
27.1).”

Case Notes

Governments: Legislation: Interpretation

Public Contracts Law: Bids & Formation: General Overview
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Governments: Legislation: Interpretation

State agency violated the spirit of N.J. Stat. Ann. § 56:10-28 by awarding a portion of its bid for public automobiles 
to a franchisor where the legislative history behind section 56:10-28 indicated that the legislature was trying to avoid 
direct competition between motor vehicle franchisors and franchisees. Warnock Automotive Group v. Department of 
the Treasury, Gen. Servs. Admin., Div. of Purchase & Property, 272 N.J. Super. 450, 640 A.2d 332, 1994 N.J. 
Super. LEXIS 142 (App.Div. 1994).

Public Contracts Law: Bids & Formation: General Overview

State agency violated the spirit of N.J. Stat. Ann. § 56:10-28 by awarding a portion of its bid for public automobiles 
to a franchisor where the legislative history behind section 56:10-28 indicated that the legislature was trying to avoid 
direct competition between motor vehicle franchisors and franchisees. Warnock Automotive Group v. Department of 
the Treasury, Gen. Servs. Admin., Div. of Purchase & Property, 272 N.J. Super. 450, 640 A.2d 332, 1994 N.J. 
Super. LEXIS 142 (App.Div. 1994).
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§ 56:10-29. Action by franchisee

A motor vehicle franchisee may bring an action against the motor vehicle franchisor which has granted its 
franchise, or any other person, in the Superior Court to enjoin any violation of this act and to recover, where 
appropriate, any damages sustained by the franchisee as a result of a violation of this act. The franchisee, 
if successful, shall also be entitled to costs of the action, including, but not limited to, reasonable attorney 
fees.

History

L. 1985, c. 361, 4, eff. Nov. 12, 1985.
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§ 56:10-30. Actions, alternate dispute resolution proceedings relative to 
franchise termination; notice of transfer, assignment or sale

a.  Upon timely institution of an action or alternate dispute resolution proceeding to enjoin the termination of 
a motor vehicle franchise on the ground that such termination would be in violation of the “Franchise 
Practices Act,” P.L.1971, c.356 (C.56:10-1 et seq.), the termination shall be automatically stayed pending 
the final disposition of such action or proceeding, and the motor vehicle franchisor shall accord the motor 
vehicle franchisee all rights and privileges of a franchisee as if notice of termination had not been given.

b.  A successful motor vehicle franchisee in an action or alternate dispute resolution proceeding to enjoin 
the termination of a motor vehicle franchise shall be entitled to an injunction barring termination of the motor 
vehicle franchise in addition to any other relief provided for in section 10 of P.L.1971, c.356 (C.56:10-10).

c.  In any action or alternate dispute resolution proceeding with respect to the termination of a motor vehicle 
franchise, the motor vehicle franchisor shall have the burden of proving that termination of the motor vehicle 
franchise does not violate section 5 of P.L.1971, c.356 (C.56:10-5). In proving good cause for termination in 
any such action, the motor vehicle franchisor shall be limited to the grounds for termination set forth in the 
written notice provided for in section 5 of P.L.1971, c.356 (C.56:10-5).

d.  Notwithstanding the giving of notice of termination of a motor vehicle franchise pursuant to section 5 of 
P.L.1971, c.356 (C.56:10-5), at any time prior to the date on which the termination becomes effective, the 
motor vehicle franchisee may enter into an agreement for, and submit to the motor vehicle franchisor, 
notice of the transfer, assignment or sale of the motor vehicle franchise to another person. Thereupon, the 
motor vehicle franchisor shall proceed as provided for in section 6 of P.L.1971, c.356 (C.56:10-6). Upon 
approval of the transfer, assignment or sale by the motor vehicle franchisor and upon consummation of 
same, the notice of termination of the motor vehicle franchise shall be deemed withdrawn, and the 
transferee shall receive the motor vehicle franchise free and clear of all grounds for termination. 
Notwithstanding the terms of any notice, any court order or any other provision of law, a motor vehicle 
franchise termination shall not become effective while a notice of transfer, assignment or sale is pending 
with a motor vehicle franchisor.

History

L. 2011, c. 66, § 12, eff. May 4, 2011.

Annotations

Notes

OLS Corrections:



Page 2 of 2

N.J. Stat. § 56:10-30

Pursuant to R.S.1:3-1, the Office of Legislative Services, through its Legislative Counsel and with the concurrence 
of the Attorney General, corrected technical errors in L. 2011, c. 66, § 12.

LexisNexis® New Jersey Annotated Statutes
Copyright © 2022 All rights reserved.

End of Document



N.J. Stat. § 56:10-31

 Current through New Jersey 220th First Annual Session, L. 2022, c. 30 and J.R. 3 

LexisNexis® New Jersey Annotated Statutes  >  Title 56. Trade Names, Trade-Marks and Unfair 
Trade Practices (Chs. 1 — 18)  >  Chapter 10. Franchises (§§ 56:10-1 — 56:10-31)

§ 56:10-31. Request for additional information by franchisor

If a motor vehicle franchisor desires information about a transaction or a proposed transferee, in addition to 
that provided with the notice of intent pursuant to section 6 of P.L.1971, c.356 (C.56:10-6), the motor 
vehicle franchisor shall request all such additional information in writing within 15 days of receipt of the 
notice of intent. A request for additional information shall not extend the time within which the motor vehicle 
franchisor must approve or disapprove the transfer, provided that the additional information is submitted to 
the motor vehicle franchisor within 30 days after the additional information is requested by the motor vehicle 
franchisor. If the additional information is submitted to the motor vehicle franchisor more than 30 days after 
the request for that information, the time period for the motor vehicle franchisor to approve or disapprove 
the transfer shall be extended so that the motor vehicle franchisor has 30 days to approve or disapprove 
the transfer after receipt of the additional information.

History

L. 2011, c. 66, § 13, eff. May 4, 2011.

LexisNexis® New Jersey Annotated Statutes
Copyright © 2022 All rights reserved.

End of Document


	N.J. Stat. § 56:10-2
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-3
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	Bookmark__e
	Bookmark__f
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Civil_Procedure_Jurisdictio
	Bookmark_CN__Contracts_Law_Contract_Cond
	Bookmark_CN__Torts_Business_Torts_Bad_Fa
	Bookmark_CN__Torts_Business_Torts_Unfair
	Bookmark_CN__Trademark_Law_Conveyances_L
	Research References & Practice Aids

	N.J. Stat. § 56:10-4
	Bookmark__a
	Bookmark__b
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Contracts_Law_Contract_Cond
	Bookmark_CN__Torts_Business_Torts_Unfair
	Research References & Practice Aids

	N.J. Stat. § 56:10-5
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Civil_Procedure_Appeals_Sta
	Bookmark_CN__Constitutional_Law_Congress
	Bookmark_CN__Contracts_Law_Breach_Genera
	Bookmark_CN__Contracts_Law_Performance_D
	Research References & Practice Aids

	N.J. Stat. § 56:10-6
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Contracts_Law_Remedies_Spec
	Research References & Practice Aids

	N.J. Stat. § 56:10-6.1
	Bookmark__a
	Bookmark__1
	Bookmark__2
	Bookmark__b
	Bookmark__1_seq2
	Bookmark__2_seq2
	Bookmark__3
	Bookmark__a_seq2
	Bookmark__b_seq2
	Bookmark__c
	Bookmark__d
	Bookmark__e
	Bookmark__c_seq2
	History
	Annotations
	Notes
	Research References & Practice Aids

	N.J. Stat. § 56:10-6.2
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-6.3
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-7
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	Bookmark__e
	Bookmark__f
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Research References & Practice Aids

	N.J. Stat. § 56:10-7.1
	Bookmark__a
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__b
	History

	N.J. Stat. § 56:10-7.2
	Bookmark__a
	Bookmark__b
	Bookmark__c
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Contracts_Law_Contract_Cond
	Research References & Practice Aids

	N.J. Stat. § 56:10-7.3
	Bookmark__a
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__b
	Bookmark__c
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Civil_Procedure_Alternative
	Bookmark_CN__Constitutional_Law_Supremac
	Bookmark_CN__Contracts_Law_Defenses_Unco
	Research References & Practice Aids

	N.J. Stat. § 56:10-7.4
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	Bookmark__e
	Bookmark__f
	Bookmark__g
	Bookmark__h
	Bookmark__i
	Bookmark__j
	Bookmark__k
	Bookmark__l
	Bookmark__m
	Bookmark__n
	Bookmark__o
	Bookmark__p
	Bookmark__q
	Bookmark__r
	Bookmark__s
	History
	Annotations
	Notes
	Case Notes

	N.J. Stat. § 56:10-8
	History
	Annotations
	Case Notes

	N.J. Stat. § 56:10-9
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Trademark_Law_Dilution_of_F

	N.J. Stat. § 56:10-10
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Evidence_Testimony_Experts_
	Research References & Practice Aids

	N.J. Stat. § 56:10-12
	History

	N.J. Stat. § 56:10-13
	History

	N.J. Stat. § 56:10-13.1
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	History

	N.J. Stat. § 56:10-13.2
	Bookmark__a
	Bookmark__b
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__4
	Bookmark__5
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-13.3
	Bookmark__a
	Bookmark__1
	Bookmark__2
	Bookmark__b
	Bookmark__1_seq2
	Bookmark__2_seq2
	Bookmark__c
	Bookmark__d
	Bookmark__e
	History
	Annotations
	Notes
	Case Notes

	N.J. Stat. § 56:10-13.4
	History
	Annotations
	Case Notes

	N.J. Stat. § 56:10-13.5
	History

	N.J. Stat. § 56:10-13.6
	History

	N.J. Stat. § 56:10-13.7
	Bookmark__a
	Bookmark__b
	Bookmark__c
	History

	N.J. Stat. § 56:10-14
	History
	Annotations
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Transportation_Law_Private_

	N.J. Stat. § 56:10-15
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	Bookmark__e
	Bookmark__f
	Bookmark__g
	Bookmark__h
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__4
	Bookmark__i
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Antitrust__Trade_Law_Consum
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Civil_Procedure_Remedies_In
	Bookmark_CN__Commercial_Law_UCC_Sales_Ar
	Bookmark_CN__Contracts_Law_Contract_Cond
	Research References & Practice Aids

	N.J. Stat. § 56:10-16
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	Bookmark__e
	Bookmark__f
	History
	Annotations
	Notes
	Research References & Practice Aids

	N.J. Stat. § 56:10-17
	History
	Annotations
	Research References & Practice Aids

	N.J. Stat. § 56:10-18
	History
	Annotations
	Notes
	Case Notes
	Research References & Practice Aids

	N.J. Stat. § 56:10-19
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Bookmark_CN__Real_Property_Law_Zoning__L
	Research References & Practice Aids

	N.J. Stat. § 56:10-20
	Bookmark__a
	Bookmark__b
	Bookmark__c
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis

	N.J. Stat. § 56:10-21
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-22
	History

	N.J. Stat. § 56:10-23
	Bookmark__a
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__4
	Bookmark__b
	Bookmark__1_seq2
	Bookmark__2_seq2
	Bookmark__3_seq2
	Bookmark__4_seq2
	Bookmark__c
	Bookmark__1_seq3
	Bookmark__2_seq3
	Bookmark__3_seq3
	Bookmark__4_seq3
	Bookmark__d
	Bookmark__1_seq4
	Bookmark__2_seq4
	Bookmark__3_seq4
	Bookmark__4_seq4
	Bookmark__5
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Business__Corporate_Law_Dis
	Research References & Practice Aids

	N.J. Stat. § 56:10-24
	History
	Annotations
	Research References & Practice Aids

	N.J. Stat. § 56:10-25
	History
	Annotations
	Research References & Practice Aids

	N.J. Stat. § 56:10-26
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Antitrust__Trade_Law_State_
	Bookmark_CN__Constitutional_Law_Congress

	N.J. Stat. § 56:10-27
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Antitrust__Trade_Law_State_
	Bookmark_CN__Constitutional_Law_Congress
	Bookmark_CN__Governments_Legislation_Ove

	N.J. Stat. § 56:10-27.1
	Bookmark__1
	Bookmark__2
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-28
	History
	Annotations
	Notes
	Case Notes
	Bookmark_CN__Governments_Legislation_Int
	Bookmark_CN__Public_Contracts_Law_Bids__

	N.J. Stat. § 56:10-29
	History

	N.J. Stat. § 56:10-30
	Bookmark__a
	Bookmark__b
	Bookmark__c
	Bookmark__d
	History
	Annotations
	Notes

	N.J. Stat. § 56:10-31
	History


