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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1214 >3

| NTRODUCED BY ALDEN AND PERZEL, APRIL 21, 1981

REFERRED TO COW TTEE ON BUSI NESS AND COVMERCE, APRIL 21, 1981
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warranty.

Section 15. Penalty.

Section 16. Effective date.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Short title.

This act shall be known and may be cited as the "Franchise
Practices Act."

Section 2. Legislative findings.

The Legislature finds and declares that distribution and
sal es through franchi se arrangenents in the State of
Pennsylvania vitally affects the general econony of the State,
the public interest and the public welfare. It is therefore
necessary in the public interest to define the relationship and
responsi bilities of franchisors and franchi sees in connection
wi th franchi se arrangenents.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have, unless the context clearly indicates otherw se, the
meani ngs given to themin this section:

"Franchise.” A witten arrangenent for a definite or
indefinite period, in which a person grants to another person a
license to use a trade nane, 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

| ease, agreenent or otherw se.

"Franchisor.” A person who grants a franchi se to anot her
per son.

"Person.” A natural person, corporation, partnership, trust
or other entity and, in case of an entity, it shall include any
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other entity which has a ngjority interest in such entity or
effectively controls such other persons in active control of the
activities of each entity.

"Place of business." A fixed geographical |ocation at which
the franchi see displays for sale and sells the franchisor's
goods or offers for sale and sells the franchisor's services.

Pl ace of business shall not nmean an office, a warehouse, a place
of storage, a residence or a vehicle.

"Sal e, transfer or assignnent."” Any disposition of a
franchise or any interest therein, with or wthout
consideration, to include but not limted to bequest,

i nheritance, gift, exchange, |ease or |icense.
Section 4. Application of act.

This act applies only to a franchise, the perfornmance of
whi ch contenpl ates or requires the franchisee to establish or
mai ntain a place of business within the State of Pennsyl vani a,
where gross sal es of products or services between the franchisor
and franchi see covered by such franchi se shall have exceeded
$35, 000 for the 12 nonths next preceding the institution of suit
pursuant to this act, and where nore than 20% of the
franchi see's gross sales are intended to be or are derived from
such franchi se.

Section 5. Termnation of franchise.

(a) Notice.--It shall be a violation of this act for a
franchi sor directly or indirectly through any officer, agent or
enpl oyee to term nate, cancel or fail to renew a franchise
wi t hout having first given witten notice setting forth all the
reasons for such term nation, cancellation or intent not to
renew to the franchise at | east 60 days in advance of such

term nation, cancellation or failure to renew, except:
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(1) where the alleged grounds are vol untary abandonnent
by the franchisee of the franchise relationship in which
event the aforenentioned witten notice may be given |5 days
i n advance of such termnation, cancellation or failure to
renew, and

(2) where the alleged grounds are the conviction of the
franchisee in a court of conpetent jurisdiction of an
i ndictable offence directly related to the business conduct ed
pursuant to the franchise in which event the aforenentioned
term nation, cancellation or failure to renew may be
effective i medi ately upon the delivery and receipt of
witten notice of sane at any tinme follow ng the
af orenmenti oned convi ction.

(b) Gounds.--1t shall be a violation of this act for a
franchisor to termnate, cancel or fail to renew a franchise
wi t hout good cause. For the purposes of this act, good cause for
term nating, cancelling or failing to renew a franchi se shall be
limted to failure by the franchisee to substantially conply
with those requirenents inposed upon himby the franchi se.
Section 6. Transfer of franchi se.

(a) Notice.--It shall be a violation of this act for a
franchi see to transfer, assign or sell a franchise or interest
therein to anot her person unless the franchisee shall first
notify the franchisor of such intention by witten notice
setting forth in the notice of intent the prospective
transferee's nane, address, statenment of financial qualification
and busi ness experience during the previous five years.

(b) Decision.--The franchisor shall within 60 days after
recei pt of such notice either approve in witing to the

franchi see such sale to proposed transferee or by witten notice
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advi se the franchi see 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 franchi sor does not reply within the
speci fied 60 days, his approval is deenmed granted.

(c) Conpliance with franchise.--No such transfer, assignnment
or sal e hereunder shall be valid unless the transferee agrees in
witing to conply with all the requirenments of the franchise
then in effect.

Section 7. Prohibited practices.

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

(1) To require a franchisee at tinme of entering into a
franchi se arrangenent to assent to a rel ease, assignnent,
novati on, waiver or estoppel which would relieve any person
fromliability inmposed by this act.

(2) To prohibit directly or indirectly the right of free
associ ation anong franchi sees for any | awful purpose.

(3) To require or prohibit any change i n nanagenent of
any franchi se unl ess such requirement or prohibition of
change shall be good cause, which shall be stated in witing
by the franchisor

(4) To restrict the sale of any equity or debenture
i ssue or the transfer of any securities of a franchise or in
any way prevent or attenpt to prevent the transfer, sale or
i ssuance of shares of stock or debentures to enpl oyees,
per sonnel of the franchisee, or heir of the principal owner,
as long as basic financial requirenents of the franchisor are

conplied with, and provi ded any such sale, transfer or
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i ssuance does not have the effect of acconplishing a sale of

t he franchi se.

(5) To inpose unreasonabl e standards of perfornmance upon
a franchi see.

(6) To provide a termor condition in a | ease or other
agreenent ancillary or collateral to a franchise, which term
or condition directly or indirectly violates this act.

Section 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. The renewal of a franchise or an
anmendnent to an existing franchise shall not be excluded from
the application of this act.

Section 9. Action against franchisor.

It shall be a defense for a franchisor, to an action brought
under this act by a franchisee, to show that said franchi see has
failed to substantially conply with the requirenents inposed by
the franchi se and ot her agreenents ancillary or coll ateral
t heret o.

Section 10. Damages; injunction and costs.

A franchisee may bring an action against its franchisor for
violation of this act in the Superior Court of the State of
Pennsyl vani a to recover danages sustai ned 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 cost of the action including, but not Iimted
to, reasonable attorney's fees.

Section 11. Limtation of liability of franchisor.

There shall be no liability on the part of, and no cause of

action other than as provided by this act shall arise against a

franchisor, its officers, agents or enployees furnishing
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information as to reasons for term nation, cancellation, intent
not to renew, failure to renew, unacceptability of a proposed
transferee, or relating to the character, financial ability or
busi ness experience of a proposed transferee, or for statenents
made or evidence submitted at any hearing or trial conducted in
connection therew th.

Section 12. Mtor vehicle franchisor.

For the purposes of this act: "notor vehicle franchisor”
nmeans a franchi sor engaged in the busi ness of manufacturing or
assenbl ying notor vehicles, who will, under nornal business
conditions during the year, manufacture or assenbly at |east ten
new notor vehicles, and his notor vehicle distributors; "notor
vehi cl e franchi see" neans every franchi see actively engaged in
t he busi ness of buying, selling or exchangi ng notor vehicles or
not or cycl es and who has an established place of business.
Section 13. Third party actions.

(a) Indemity.--Mtor vehicle franchisor shall indemify and
hol d harm ess their notor vehicles franchi sees fromany and al
cl ai ms, |osses, damages and expenses, including attorney fees,
resulting fromor related to conplaints, clainms or suits against
the notor vehicle franchisee by third parties concerning defects
or alleged defects in any of the merchandi se or service systens,
procedures or nethods of the notor vehicle franchisors which are
sold or performed by the notor vehicle franchisee.

(b) Nonliability to franchisee.--Wth regards to services
rendered by a notor vehicle franchi see, the notor vehicle
franchisor shall not be liable to the notor vehicle franchisee
by virtue of this section for any clains, |osses, expenses or
damages arising as a result of negligence or willful nalfeasance

by the notor vehicle franchi see. The notor vehicle franchisor
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shall be liable for damages arising fromor in connection with
any services rendered by a notor vehicle franchisee in
accordance with any service system procedure or nethod
suggested or required by the notor vehicle franchisor.

(c) Defects or transit damage.--The foregoing provisions for
i ndemmi fication shall specifically include, but without limting
the generality of the foregoing, any defects or danages to
mer chandi se occurring in transit fromthe notor vehicle
franchisor to the nmotor vehicle franchisee in situations in
whi ch the notor vehicle franchisor designated the carrier or
nmet hod of transportation.

Section 14. Reinbursenent for services in satisfaction of
warranty.

A notor vehicle franchisor shall reinburse notor vehicle
franchi sees who perform services or provide parts in
satisfaction of a warranty issued by the notor vehicle
franchi sor:

(1) The notor vehicle franchisor shall reinburse each
notor vehicle franchisee for such services as are rendered
and for such parts as are supplied, in an anmount equal to the
prevailing retail price charged by such notor vehicle for
such services and parts in circunstances where such services
are rendered or such parts supplied other than pursuant to
warranty: Provided, That such notor vehicle franchisee's
prevailing retail price is not unreasonabl e when conpared
with that of the holders of nmotor vehicle franchises fromthe
same nmotor vehicle franchisor for identical merchandi se or
services in the geographic area in which the notor vehicle
franchi see i s engaged i n business.

(2) The notor vehicle franchisor shall not by agreenent,
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1 by restrictions upon reinbursenent, or otherwi se, restrict
2 the nature and extent of services to be rendered or parts to
3 be provided so that such restriction prevents services in a
4 good and wor kmanl i ke manner and providing parts which are

5 required in accordance with generally accepted standards.

6 Such a restriction shall constitute a prohibited practice

7 her eunder .

8 Section 15. Penalty.

9 A violation of this act shall be a m sdeneanor of the third
10 degree.
11 Section 16. Effective date.
12 This act shall take effect in 60 days.
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