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HOUSE BILL No. 4235

February 5, 1997, Introduced by Reps. Schroer, LaForge, Hanley and Gire and referred to
the Committee on Regulatory Affairs.

A bill to amend 1974 PA 269, entitled
"Franchi se investnent |aw, "
by anmendi ng section 27 (MCL 445.1527), as anended by 1984 PA 92.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 27. —FEeaeh—of—the— THE foll ow ng provisions +s— ARE
voi d and unenforceable if contained in any —deeurenrts— DOCUMENT
relating to a franchi se:

(a) A prohibition on —thert+ght—of—afranchisee— A
FRANCHI SEE' S RIGHT to join an association of franchisees.

(b) Arequirenent that a franchi see assent to a rel ease,
assi gnnent, novation, waiver, or estoppel —whieh— THAT deprives a
franchi see of rights and protections provided in this act. This
—shat— SUBDI VI SI ON DOES not preclude a franchi see, after
entering into a franchi se agreenent, fromsettling any and al

cl ai ms.
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(c) A provision that permts a franchisor to termnate a
franchi se —pr+oer—to6— BEFORE the expiration of its term except for
good cause. Good cause —shatt+—+tnetude— | NCLUDES the failure of
the franchisee to conply with any [ awful provision of the fran-
chi se agreenent and to cure —stueh— THAT failure after being given
written notice —thereof— OF THAT FAI LURE and a reasonabl e oppor -
tunity, which in no event need be nore than 30 days, to cure
—steh— THAT failure.

(d) A provision that permts a franchisor to refuse to renew
a franchise without fairly conpensating the franchi see by repur-
chase or other neans for the fair market val ue —at—thet+we—of
exptrat+on— of the franchisee's inventory, supplies, equipnent,
fixtures, and furnishings AT THE TI ME THE FRANCH SE EXPI RES.
Personal i zed materi al s —whieh— THAT have no value to the franchi-
sor and inventory, supplies, equipnent, fixtures, and furnishings
not reasonably required in the conduct of the franchi se business
are not subject to conpensation. This —stbseet+oen— SUBDI VI SI ON
applies only if BOTH OF THE FOLLOW NG APPLY:

(1) The termof the franchise is less than 5 years. —ant—

(11) —t+he— THE franchisee is prohibited by the franchise or
ot her agreenent from —conrtinauiRg—to—econduet— CONDUCTI NG subst an-
tially the same busi ness under another trademark, service nmark,
trade nane, |ogotype, advertising, or other commercial synbol in

t he sane area —stbseguent—to—the—exptration—of— AFTER the fran-
chi se —er—the— EXPI RES.
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(11m) THE franchi see does not receive at |east 6 —+nonths—
MONTHS' advance notice of THE franchisor's intent not to renew
t he franchi se.

(e) A provision that permts the franchisor to refuse to
renew a franchise on terns generally available to other franchi-
sees of the sane class or type under simlar circunstances. This
—seet+on— SUBDI VI SI ON does not require a renewal provision.

(f) A provision requiring that arbitration or litigation be
conducted outside this state. This —shatt— DCES not preclude the
franchi see fromentering into an agreenment — at the tinme of
arbitration — to conduct arbitration at a |l ocation outside this
state.

(g) A provision —whteh— THAT permts a franchisor to refuse
to permt a transfer of ownership of a franchise —— except for
good cause. This subdivision does not prevent a franchisor from
exercising a right of first refusal to purchase the franchi se.
Good cause —shatH—netude— | NCLUDES, but is not |imted to, THE
FOLLOW NG

(1) The —fatt+ure—of—the— proposed transferee FAILS to neet
the franchisor's then current reasonable qualifications or
st andar ds.

(11) The —faet—that—the— proposed transferee is a conpetitor
of the franchi sor or subfranchisor.

(111) The —uawtHHnghress—of—the— proposed transferee IS
UNWLLING to agree in witing to conply with all |awful

obl i gati ons.
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(1v) The —fatrture—of—the— franchi see or proposed transferee
FAILS to pay any suns ow ng to the franchisor or to cure any
default in the franchi se agreenent existing at the tinme of the
proposed transfer.

(h) A provision that requires the franchisee to resell to
the franchisor itens that are not uniquely identified with the
franchi sor. This subdivision does not prohibit a provision that
grants to a franchisor a right of first refusal to purchase the
assets of a franchise on the sanme terns and conditions as a bona
fide third party willing and able to purchase those assets, —Hfoer—
AND does —this—stbdiviston— NOT prohibit a provision that grants
the franchisor the right to acquire the assets of a franchise for
the market or appraised val ue of —steh— THE assets if the fran-
chi see has —breached— FAI LED TO COVWPLY W TH the | awful provisions
of the franchi se agreenent and has —fartedto—cure—thebreach—
NOT CURED THAT FAILURE in the manner provided in subdivision

(c).

(1) A provision —whteh— THAT permts the franchisor to
directly or indirectly convey, assign, or otherwi se transfer its
obligations to fulfill contractual obligations to the franchisee
unl ess provi sion has been made for providing the required con-

tractual services.

(J) A CHO CE OF LAW PROVI SI ON THAT REQUI RES THE FRANCHI SOR S
AND FRANCHI SEE' S RI GHTS UNDER THE FRANCHI SE AGREEMENT TO BE
DETERM NED UNDER THE LAWS OF A STATE OTHER THAN THI S STATE
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