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47-25-1501. Legislative intent. 

It is the intent of the general assembly that small businesses operating within Tennessee pursuant to 
franchise agreements should be provided uniform rights and procedures to prevent arbitrary and capricious 
business practices by franchisors seeking to terminate or modify their franchise relationships or failing to 
renew existing franchise relationships.

History

                                    

Acts 1989, ch. 392, § 1.                                 

Annotations

Research References & Practice Aids

                                                                           

                                          

Collateral References. 

                                                                                       

Existence of fiduciary duty between franchisor and franchisee.                                                    52 A.L.R.5th 613                                                
.
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47-25-1502. Part definitions. 

As used in this part, unless the context otherwise requires:

(1)  “Franchise” means a written or oral agreement for a definite or indefinite period, in which a person 
grants to another person authority to use a trade name, trademark, service mark or related 
characteristic within an exclusive territory, or to sell or distribute goods or services, within an exclusive 
territory, at wholesale, retail, by lease agreement or otherwise; provided, that “franchise” means only 
such agreement where the franchisee is required to be licensed under § 57-3-203; and provided 
further, that a franchise is not created by a lease, license or concession granted by a retailer to sell 
goods or furnish services on or from premises which are occupied by the retailer-grantor primarily for its 
own merchandising activities;

(2)  “Franchisee” means a person to whom a franchise is offered or granted only if such person is 
required to be licensed under § 57-3-203;

(3)  “Franchisor” means a person who grants a franchise to another person where such person is the 
holder of a permit issued pursuant to § 57-3-602;

(4)  “Good cause” means:

(A)  Failure by a franchisee to comply substantially with the requirements imposed or sought to be 
imposed upon the franchisee by the franchisor, which requirements are not discriminatory as 
compared with the requirements imposed on other similarly situated franchisees, either by their 
terms or in the manner of their enforcement, and which requirements are not in violation of any law 
or regulation;

(B)  The failure by the franchisee to act in good faith and in a commercially reasonable manner in 
carrying out the terms of the franchise;

(C)  Voluntary abandonment of the franchise;

(D)  Conviction of the franchisee in a court of competent jurisdiction of an offense punishable by a 
term of imprisonment in excess of one (1) year;

(E)  Any act by a franchisee which substantially impairs the franchisor's trade name or trademark;

(F)  The institution of insolvency or bankruptcy proceedings by or against a franchisee, or any 
assignment or attempted assignment by a franchisee of the franchise or the assets of the franchise 
for the benefit of creditors;

(G)  Failure of the franchisee to pay to the franchisor within thirty (30) days after receipt of notice 
any uncontested sums past due the franchisor and relating to the franchise; or
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(H)  Failure of the franchisee to comply with federal, state or local law or regulations applicable and 
material to the operation of the franchise which could reasonably impair the franchisee's continued 
future performance;

(5)  “Good faith” means honesty in fact in the conduct or transaction concerned;

(6)  “Person” means a natural person, corporation, partnership, trust or other entity and, in case of an 
entity, it includes 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; and

(7)  “Sale, transfer or assignment” means any disposition of a franchise or any interest therein, with or 
without consideration, including, but not limited to, bequests, inheritance, gift, exchange, lease or 
license.

History

                                    

Acts 1989, ch. 392, § 2.                                 

Annotations

Case Notes

                                          

Cited:

                                                                                       

                                                                                                   Middle Tennessee Assoc., Inc. v. Leeville Motors, 
Inc., 803 S.W.2d 206, 1991 Tenn. LEXIS 23 (Tenn. 1991)                                                .
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47-25-1503. Termination of franchises. 

(a)  Except as otherwise provided by this part, no franchisor may terminate a franchise prior to the 
expiration of its term, except for good cause asserted in good faith, nor may a franchisor terminate a 
franchise prior to the expiration of its term without providing written notice of the facts and circumstances 
establishing good cause, and giving the franchisee a reasonable opportunity of at least thirty (30) days to 
cure the alleged failure.

(b)  Any franchisor who fails to provide services or products to a franchisee located within this state, which 
services or products are material to the operation of the franchise, on the same terms, conditions and 
availability as any other franchisee in this state shall be deemed to have terminated such franchise.

History

                                    

Acts 1989, ch. 392, § 3.                                 

Annotations

Research References & Practice Aids

                                       

                                          

Law Reviews. 

                                                                                       

Franchising and the Collective Rights of Franchisees (Robert W. Emerson), 43 Vand. L. Rev. 1503 (1990).
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47-25-1504. Termination of franchises — Notice of termination without 
opportunity to cure. 

If, during the period in which the franchise is in effect, any of the following events occurs, which event is 
relevant to the franchise, immediate notice of termination without an opportunity to cure shall be deemed 
reasonable:

(1)  The franchisee or the business to which the franchise relates is declared bankrupt or judicially 
determined to be insolvent, or all or a substantial part of the assets thereof are assigned to or for the 
benefit of any creditor, or the franchisee admits inability to pay debts as they come due;

(2)  The franchisee willfully abandons the franchise by failing to operate the business for five (5) 
consecutive days during which the franchisee is required to operate the business under the terms of 
the franchise, or any shorter period after which it is not unreasonable under the facts and 
circumstances for the franchisor to conclude that the franchisee does not intend to continue to operate 
the franchise, unless such failure to operate is due to fire, flood, earthquake or other similar causes 
beyond the franchisee's control;

(3)  The franchisor and franchisee agree in writing to terminate the franchise;

(4)  The franchisee makes any material misrepresentations relating to the acquisition of the franchise 
business;

(5)  The franchised business or business premises of the franchise are seized, taken over or foreclosed 
by a government official in the exercise of that official's duties, or seized, taken over, or foreclosed by a 
creditor, lienholder, or lessor; provided, that a final judgment against the franchisee remains unsatisfied 
for thirty (30) days (unless a supersedeas or other appeal bond has been filed); or a levy of execution 
has been made upon the license granted by the franchise agreement or upon any property used in the 
franchise business, and such levy is not discharged or suspended by accommodation agreement, 
partial payment agreement, compromise or similar agreement entered within five (5) days of such levy;

(6)  The franchisee is convicted of a felony or any other criminal misconduct which is relevant to the 
operation of the franchise; or

(7)  Failure of the franchisee, on two (2) consecutive occasions, to pass minimum health inspections 
conducted by any state or federal governmental entity.

History
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47-25-1505. Nonrenewal or modification of franchise agreements. 

No franchisor may fail to renew a franchise unless such franchisor provides the franchisee at least sixty 
(60) days' prior written notice of its intention not to renew, such failure to renew is for good cause, and the 
franchisor has provided written notice of the facts and circumstances upon which it alleges that good cause 
exists to fail to renew. Any modification of an existing franchise agreement proposed by a franchisor must 
be disclosed no later than sixty (60) days prior to the proposed effective date of the modification unless the 
franchisee consents, in writing, within the sixty-day period, to waive such requirement. If failure to renew is 
for good cause, such nonrenewal may not be effective unless:

(1)  During the sixty (60) days prior to expiration of the franchise, the franchisor permits the franchisee 
to sell the business or a portion thereof relating to the franchisee, to a purchaser meeting the 
franchisor's then current requirements for granting new franchises, or, if the franchisor is not granting a 
significant number of new franchises, the then current requirements for granting renewal franchises;

(2)  

(A)  The refusal to renew is not for the purpose of converting the franchisee's business premises to 
operation by employees or agents of the franchisor for such franchisor's own account; provided, 
that nothing in this subdivision (2)(A) shall prohibit a franchisor from exercising a right of first refusal 
to purchase the franchisee's business; and

(B)  Upon expiration of the franchise, the franchisor agrees not to seek to enforce any covenant of 
the nonrenewed franchisee not to compete with the franchisor or franchisees of the franchisor;

(3)  The franchisee and the franchisor agree not to renew the franchise; or

(4)  The franchisor withdraws from distributing the products or services through franchises in the state 
of Tennessee for a period of not less than two (2) years; provided, that:

(A)  Upon expiration of the franchise, the franchisor agrees not to seek to enforce any covenant of 
the nonrenewed franchisee not to compete with the franchisor or franchisee of the franchisor; and

(B)  The failure to renew is not for the purpose of converting the business conducted by the 
franchisee pursuant to the franchise agreement to operation by employees or agents of the 
franchisor for such franchisor's own account.

History

                                    

Acts 1989, ch. 392, § 5.                                 
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47-25-1506. Circumstances not constituting “good cause.” 

Notwithstanding § 47-25-1502(4), the following circumstances shall not be deemed to constitute “good 
cause”:

(1)  Failure of a franchisee to meet a quota of sales or purchases, whether such quota is expressed as 
a goal, a quota or otherwise;

(2)  The desire of the franchisor to consolidate its franchises or its distribution pattern without 
demonstrating a failure of the franchisee to effectively market or distribute its product;

(3)  The failure of the franchisee to comply with a provision of a contract which is prohibited or invalid 
under the laws of Tennessee;

(4)  The failure of the franchisee to comply with a provision of a contract or request of the franchisor 
which would cause the franchisee to violate any regulation of a regulatory body, or which could 
reasonably cause a franchisee to jeopardize any license or permit necessary for it to conduct its 
business; or

(5)  The loss of the franchisee's right to occupy the premises from which the franchise business is 
operated, if such loss is directly or indirectly caused by the franchisor or any entity related to or affiliated 
with the franchisor.

History

                                    

Acts 1989, ch. 392, § 6.                                 
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47-25-1507. Waiver of rights — Settlements. 

(a)  A franchisee may not waive any of the rights granted in any provision of this part, and the provisions of 
any agreement which would have such an effect shall be null and void.

(b)  Nothing in this part shall be construed to limit or prohibit good faith dispute settlements voluntarily 
entered into by the parties.

History

                                    

Acts 1989, ch. 392, § 7.                                 
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47-25-1508. Transfer or assignment of franchisee's business. 

(a)  Upon giving the franchisor written notice of intent to transfer the franchisee's business, any individual 
owning or deceased individual who owned an interest in a franchise may transfer or assign the franchisee's 
business to the spouse, child, grandchild, parent, brother or sister of such individual. The consent or 
approval of the franchisor shall not be required.

(b)  Any individual owning or deceased individual who owned an interest in a franchise may transfer the 
franchisee's business to a person other than such individual's spouse, child, grandchild, parent, brother or 
sister; provided, that:

(1)  Such individual has notified the franchisor in writing of the nature, terms and provisions of such 
transfer;

(2)  Such individual has provided the franchisor the opportunity to match the terms and conditions of 
such offer; and

(3)  The proposed transferee meets the nondiscriminatory, material, and consistently applied and 
reasonable qualifications and standards of the franchisor.

(c)  If the franchisor disapproves of a transfer as proposed in subsection (b), the consent or approval of the 
franchisor shall not be required if the franchisor does not elect to match the terms and conditions of such 
transfer or proposal, within sixty (60) days of notice, and another transferee who meets its requirements 
matches the terms and conditions of such offer.

History

                                    

Acts 1989, ch. 392, § 8.                                 
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47-25-1509. Actions for damages or equitable relief. 

Notwithstanding the terms of any franchise, agreement, waiver or other written instrument, any person who 
is injured by a violation of this part may bring an action for damages and equitable relief, including injunctive 
relief, reasonable attorney's fees and costs in any court of competent jurisdiction in Tennessee.

History

                                    

Acts 1989, ch. 392, § 9.                                 
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47-25-1510. Restriction on release from liability. 

No franchisee may prospectively assent to a release, assignment, novation, waiver or estoppel which would 
relieve any person from any liability or obligation under this part, or would require any controversy between 
a franchisor or franchisee to be referred to any person other than the duly constituted courts of this state or 
the United States, or a state regulatory agency charged by law with adjudicating such controversy, if the 
referral would be binding on the franchisee.

History

                                    

Acts 1989, ch. 392, § 10.                                 

TENNESSEE CODE ANNOTATED
Copyright © 2022 by The State of Tennessee All rights reserved

End of Document



Tenn. Code Ann. § 47-25-1511

Current through Chapter 1146 of the 2022 Regular Session. The commission may make editorial changes to this 
version and may relocate or redesignate text. Those changes will appear on Lexis Advance after the publication of 
the certified volumes and supplements. Pursuant to TCA sections 1-1-110, 1-1-111, and 1-2-114, the Tennessee 

Code Commission certifies the final, official version of the Tennessee Code. Until the annual issuance of the 
certified volumes and supplements, references to the updates made by the most recent legislative session should 

be to the Public Chapter and not TCA.

TN - Tennessee Code Annotated  >  Title 47 Commercial Instruments And Transactions  >  
Chapter 25 Trade Practices  >  Part 15 Franchise Terminations, Nonrenewals or Modifications

47-25-1511. Part remedial and supplementary — Other protections included 
— Conflicting provisions. 

(a)  This part is remedial and is supplementary to any other law of this state which provides rights and 
protections to franchisees.

(b)  Any state law or regulation which provides procedural or substantive protection to any party to a 
franchise agreement prior to termination or nonrenewal shall be effective and supplementary to this part.

(c)  Any state law or regulation which permits or provides for the termination or nonrenewal of any franchise 
without providing the basic protections of this part shall not be effective.

History

                                    

Acts 1989, ch. 392, § 11.                                 

Annotations

Notes

                                       

                                          

Compiler's Notes. 

                                                                                       

Acts 1989, ch. 392, § 13 provided that the provisions of this part apply to any franchise agreement entered into after 
May 29, 1989.
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47-25-1801. Definitions. 

The terms “inventory”, “retailer”, and “supplier” shall have the same meaning as provided in § 47-25-1301.

History

                                    

Acts 2001, ch. 425, § 1.                                 
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47-25-1802. Approval of warranty claims — Notice of claim. 

(a)  Claims by a retailer for payment under warranty agreements pertaining to inventory shall either be 
approved or disapproved within thirty (30) days of receipt by the supplier. All approved claims shall be paid 
within thirty (30) days of their approval. When any such claim is disapproved, the supplier shall notify the 
dealer within thirty (30) days of receipt stating the specific grounds upon which the disapproval is based. If 
a claim is not specifically disapproved within thirty (30) days of receipt, it shall be deemed approved and 
payment by the supplier shall follow within thirty (30) days. If said payment is not made within thirty (30) 
days, the amount of the claim that remains unpaid shall accrue interest beginning on the thirty-first day at 
the weekly average prime loan rate, as of the thirty-first day, for the most recent week for which such an 
average rate has been published by the board of governors of the federal reserve system.

(b)  Any notice of a warranty claim given to a supplier under this section shall contain the following 
language in conspicuous type:

“If no objections to this claim are made within thirty (30) days of receipt then payment of the claim must 
be made within thirty (30) days as provided in title 47, chapter 25, part 18.”

History

                                    

Acts 2001, ch. 425, § 1.                                 
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47-25-1803. Honoring warranty after termination of contract. 

If, after termination of a contract, the retailer submits a claim to the supplier for warranty work performed 
prior to the effective date of the termination, the supplier shall accept or reject the claim within thirty (30) 
days of its receipt.

History

                                    

Acts 2001, ch. 425, § 1.                                 
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47-25-1804. Compensation. 

Warranty work performed by a retailer shall be compensated in accordance with the reasonable and 
customary amount of time required to complete such work, expressed in hours and fractions thereof 
multiplied by the retailer's established customer hourly retail labor rate, which shall have previously been 
made known to the supplier.

History
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47-25-1805. Excluded expenses. 

Expenses expressly excluded under the supplier's warranty to the customer shall not be included or 
required to be paid on requests for compensation from the retailer for warranty work performed.

History

                                    

Acts 2001, ch. 425, § 1.                                 
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Current through Chapter 1146 of the 2022 Regular Session. The commission may make editorial changes to this 
version and may relocate or redesignate text. Those changes will appear on Lexis Advance after the publication of 
the certified volumes and supplements. Pursuant to TCA sections 1-1-110, 1-1-111, and 1-2-114, the Tennessee 

Code Commission certifies the final, official version of the Tennessee Code. Until the annual issuance of the 
certified volumes and supplements, references to the updates made by the most recent legislative session should 

be to the Public Chapter and not TCA.

TN - Tennessee Code Annotated  >  Title 47 Commercial Instruments And Transactions  >  
Chapter 25 Trade Practices  >  Part 18 Warranties for Retailers and Suppliers

47-25-1806. Reimbursement to retailer. 

All parts used by the retailer in performing such warranty work shall be paid to the retailer in the amount 
equal to the retailer's net price for such parts, plus a minimum of fifteen percent (15%). This addition is to 
reimburse the retailer for reasonable costs of doing business in performing such warranty service on the 
supplier's behalf including, but not limited to, freight and handling costs incurred.

History

                                    

Acts 2001, ch. 425, § 1.                                 
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Tenn. Code Ann. § 47-25-1807

Current through Chapter 1146 of the 2022 Regular Session. The commission may make editorial changes to this 
version and may relocate or redesignate text. Those changes will appear on Lexis Advance after the publication of 
the certified volumes and supplements. Pursuant to TCA sections 1-1-110, 1-1-111, and 1-2-114, the Tennessee 

Code Commission certifies the final, official version of the Tennessee Code. Until the annual issuance of the 
certified volumes and supplements, references to the updates made by the most recent legislative session should 

be to the Public Chapter and not TCA.

TN - Tennessee Code Annotated  >  Title 47 Commercial Instruments And Transactions  >  
Chapter 25 Trade Practices  >  Part 18 Warranties for Retailers and Suppliers

47-25-1807. Right to audit. 

The supplier has the right to adjust for errors discovered during audit and, if necessary, to adjust claims 
paid in error.

History

                                    

Acts 2001, ch. 425, § 1.                                 
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Tenn. Code Ann. § 47-25-1808

Current through Chapter 1146 of the 2022 Regular Session. The commission may make editorial changes to this 
version and may relocate or redesignate text. Those changes will appear on Lexis Advance after the publication of 
the certified volumes and supplements. Pursuant to TCA sections 1-1-110, 1-1-111, and 1-2-114, the Tennessee 

Code Commission certifies the final, official version of the Tennessee Code. Until the annual issuance of the 
certified volumes and supplements, references to the updates made by the most recent legislative session should 

be to the Public Chapter and not TCA.

TN - Tennessee Code Annotated  >  Title 47 Commercial Instruments And Transactions  >  
Chapter 25 Trade Practices  >  Part 18 Warranties for Retailers and Suppliers

47-25-1808. Alternative reimbursement from supplier. 

The retailer shall have the right to accept the supplier's reimbursement terms and conditions in lieu of the 
provisions of this part.

History

                                    

Acts 2001, ch. 425, § 1.                                 

TENNESSEE CODE ANNOTATED
Copyright © 2022 by The State of Tennessee All rights reserved

End of Document


	Tenn. Code Ann. § 47-25-1501
	History
	Annotations
	Research References & Practice Aids

	Tenn. Code Ann. § 47-25-1502
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__4
	Bookmark__4_A
	Bookmark__4_B
	Bookmark__4_C
	Bookmark__4_D
	Bookmark__4_E
	Bookmark__4_F
	Bookmark__4_G
	Bookmark__4_H
	Bookmark__5
	Bookmark__6
	Bookmark__7
	History
	Annotations
	Case Notes
	Research References & Practice Aids

	Tenn. Code Ann. § 47-25-1503
	Bookmark__a
	Bookmark__b
	History
	Annotations
	Research References & Practice Aids

	Tenn. Code Ann. § 47-25-1504
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__4
	Bookmark__5
	Bookmark__6
	Bookmark__7
	History

	Tenn. Code Ann. § 47-25-1505
	Bookmark__1
	Bookmark__2
	Bookmark__2_A
	Bookmark__2_B
	Bookmark__3
	Bookmark__4
	Bookmark__4_A
	Bookmark__4_B
	History

	Tenn. Code Ann. § 47-25-1506
	Bookmark__1
	Bookmark__2
	Bookmark__3
	Bookmark__4
	Bookmark__5
	History

	Tenn. Code Ann. § 47-25-1507
	Bookmark__a
	Bookmark__b
	History

	Tenn. Code Ann. § 47-25-1508
	Bookmark__a
	Bookmark__b
	Bookmark__b_1
	Bookmark__b_2
	Bookmark__b_3
	Bookmark__c
	History

	Tenn. Code Ann. § 47-25-1509
	History

	Tenn. Code Ann. § 47-25-1510
	History

	Tenn. Code Ann. § 47-25-1511
	Bookmark__a
	Bookmark__b
	Bookmark__c
	History
	Annotations
	Notes

	Tenn. Code Ann. § 47-25-1801
	History

	Tenn. Code Ann. § 47-25-1802
	Bookmark__a
	Bookmark__b
	History

	Tenn. Code Ann. § 47-25-1803
	History

	Tenn. Code Ann. § 47-25-1804
	History

	Tenn. Code Ann. § 47-25-1805
	History

	Tenn. Code Ann. § 47-25-1806
	History

	Tenn. Code Ann. § 47-25-1807
	History

	Tenn. Code Ann. § 47-25-1808
	History


