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I. Infroduction

The automortive franchisor’s right of first
refusal (“ROFR”) under its dealer agreement
has become a major component in buy-sell
transactions today. The frequency of ROFR
exercises has significandy increased in recent
years. The exercise presents both missed
opportunities for some and perceived benefits
to others. No matter on what side of the field
you sit, you are cautioned to fully understand
the law governing ROFRs and how its exercise
might affect your position in the buy-sell. Let’s
explore some of the concerns that may arise and
how your position can be maximized.

The playing field in this context is actually
triangular (if you disregard the manufacturer’s
position). On one side is the selling dealer.
For the most part, a ROFR exercise can be
neutral or even beneficial to the seller. However,
there are certain instances where the exercise
can present serious concerns which should
be avoided. On another side is the contract
buyer, who obviously seeks to avoid the ROFR

exercise at all costs. On the third side is the

assignee buyer designated by the franchisor. |

The ROFR deal may, at first blush, appear to
be the proverbial “gift horse” for the assignee.

However, there are several aspects of the “flip”

Navigating the ROFR Minefield'
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transaction that can be troublesome and costly

to this party.

ll. The ROFR
To better understand how to address the ROFR
exercise from your particular position in the
deal, it is imperative to understand the precise
language and terms of the ROFR under the
dealer (franchise) agreement in play. While there
are many common features in ROFR provisions
throughout the spectrum of various dealer
agreements, there are important variations
which must be addressed in the particular case.
The following are some of the typical ROFR

provisions:

(1) Exercise Period/Deadline. Most dealer
agreements establish a time period within
which a franchisor must exercise the ROFR.
This typically ranges from fifteen (15) business
days to forry-five (45) calendar days.

(2) Trigger Event. One of the more significant
aspects concerns the tming of a ROFR
-exercise and what triggers the right and the
commencement of the prescribed time period.
The language in this regard is varied in franchise
agreements. The common denominator is the
time at which the contract buyer has completed

and analyzed before use.

Disclaimer: The Defender articles do not constitute legal advice and are not independendy verified. Any opinions
‘or statements contained in articles do not reflect the views of NADC, Cases cited in articles should be researched




and submitted its franchise application. Of course, the submission of

the acquisition agreement is also important. Many of the automotive

franchise agreements are surprisingly vague on this critical aspect.?

(3) Reimbursement. Certain franchise agreements provide for the
reimbursement of the buyer’s transactional expenses® if the ROFR is

exercised; however, many franchise agreements do not.*

(4) Withdrawal Rights. Some franchise agreements entitle the selling
dealer to withdraw a “buy-sell” agreement within a specified time after

the ROFR s exercised,’ although this is not a common provision.

(5) Family Transfers. Many dealer agreements contain exemption
provisions that do not allow the exercise of the ROFR in transactions

involving family members.

The precise ROFR language of the particular dealer agreemeht must

be carefully scrutinized.

ill. The ROFR Law
Statuto ation. As the exercise of the automotive ROFR
became more frequent, state legislatures responded with statutory
restrictions and limitations on the ROFR. Other state franchise
statutes do not explicirtly address ROFRs.’
Common features of the statutory provisions governing automotive

ROFRs include:

1. The ROFR cannot be used by the franchisor to impair or influence

the price to be paid for the franchise.

2. The franchisor must assume all obligations of the contract buyer

as stated in the acquisition agreement.

3. The franchisor must reimburse the contract buyer for all

transactional costs.

4. The franchisor must also purchase or lease the real estate if that

component is part of the acquisition.

Many of the ROFR statutes establish a specific timeframe within
which the franchisor must exercise the ROFR, which can be in conflict
with the time prescribed under the pertinent franchise agreement. The
statute will control the timing in such instances.

Orther statutes restrict the employment of the ROFR to varying
degrees. For example, in Maryland, the ROFR may not be exercised
if the proposed transferece meets the manufacturers reasonable
qualifications and is an existing dealer in good standing.® Similarly,
in Washington, the ROFR is restricted if the buyer falls within one
of the following categories: transferee pre-approved by the franchisor;
family member of a dealership owner; a manager-level employee
who is qualified as a dealer-operator under the franchisor’s standards;
entity controlled by a dealer-owner; or trust established for succession

planning by a dealer-owner.?

Itis noteworthy that there is at least one jurisdiction (Georgia) that
grants a motor vehicle franchisor a statutory right of first refusal. There
is another (Iowa) that expressly invalidates the ROFR.

A comprehensive chart of the ROFR provisions in various state

franchise statutes is included in Appendix A.

B. The Judicial Arena. Legal challenges to ROFRs in the automotive
context are numerous. As one might expect, the cases in this arena have
increased in recent years as the existence and exercise of ROFRs has
become more common. Interestingly, the challenges have come from
several directions. Of course, the majority of the challenges come from
the aggrieved contract buyer that wants to regain its contract rights.
The franchisors have also joined in the challenges where the deal is
structured in a manner which impairs, if not precludes, the ROFR
exercise. Even the existing franchisee has sought judicial protection
where the ROFR exercise creates a perceived negative result.

The ROFR issues that have made their way to the judicial arena

include the following:

1. Validity - 1s the automotive ROFR valid under the particular state

franchise stature?

2. Standing — Who has legal standing to assert the invalidity of the
ROFR? Of particular interest here is whether the contract buyer has

the right to challenge the ROFR.

3. Third-party beneficiary — Can the contract buyer can nullify the
ROFR exercise as a purported third-party beneficiary of the franchise

agreement?

4. Tortious interference — Will the exercise of a ROFR can constitute

tortious interference?

5. Time limitation — When is the ROFR exercise period triggered
under the franchise agreement or applicable faw? This seemingly simple
concept can become complex in certain instances. What is the notice

requirement?

6. Structural issues — What happens when a sale transaction is
structured, whether wittingly or unwittingly, in a manner which
effectively averts or frustrates the exercise of the ROFR? A typical
example is the sale of several dealerships or a variety of franchises in

an integrated transaction.

C. Covenant of Good Faith and Fair Dealing — Does the doctrine

of the covenant of good faith and fair dealing have a bearing on the
exercise of the ROFR? Does the Automobile Dealers Franchise Act
(ADFA) play a role in this regard?"!

IV. Representing the Seller

For the most part, a ROFR exercise presents no major concern to

the selling dealer. The manufacturer’s money ‘is just as green as the




lump sum even where seller financing is provided in the buy-sell
agreement. However, the ROFR can present serious concerns in certain

transactions. Some of these include the following:

1) The deal includes several franchises — the so-called packaged deal.
In this instance, the exercise of the ROFR with respect to one of the
franchises (perhaps the most significant dealership in the platform to be
acquired) may prompt the buyer to cancel the acquisition. Indeed, in
many buy-sell’s, the acquisition of the entire package or, at minimum,

certain high-performing franchises, is a condition precedent.

2) The sale contemplates a post-closing equity position for one or
more of the owners. The seller will obviously feel more comfortable
in this position with a known entity (i.e., the contract buyer), but
not with a stranger or, worse, one of his or her competitors or even a

business enemy.
3) Thesame concern is present with regard to post-closing employment.

4) The lease of the dealership facility to the buyer may create similar
concerns. This is complicated by a personal guaranty under the lease.
Fortunately, the ROFR exercise imposes a requirement that the

manufacturer must guaranty the lease.

5) Other situations may also render a ROFR exercise as undesirable to
a seller, such as a contingent consideration — e.g., a deferred purchase
price in the form of the vehicles sold by the buyer in the first few years

of the acquisition.

Each of these potential scenarios must be carefully scrutinized and
addressed in the buy-sell negotiations and the ultimate language of

the acquisition agreement.

V. Representing the Coniract Buyer

The contract buyer is clearly the party most victimized by the ROFR
exercise. It is obviously the buyer’s goal to avoid or preclude the exercise
to the largest extent possible. There are many ways that a buy-sell can
be structured that can assist in this regard. However, there is a fine
line between what will be considered legitimate deal structuring and
a transparent attempt to thwart the ROFR. The latter is potentially
subject to attack under prevalent case law. The art of the deal is to
accomplish the former when representing the buyer.

The art of negotiation with the manufacturer should not be
overlooked in this situation. No matter how the deal is structured and
the buy-sell crafted, your client, as the proposed buyer, and you as its
advocate, must be persuasive and effective with the manufacturer when
processing your application for franchise approval. In my experience,
this concept is amazingly absent from many deals and realized far too
late in the game. A rapport with the factory must start immediately
upon the submission of the buy-sell. A face-to-face conference with

the regional manager Of the manufacturer is encouraged as s00n as

this can be arranged.

A correlating issue that arises in this context is whether the contract

buyer should challenge the ROFR exercise, even if there is a perceived
legal basis to do so. Even the most scorned buyer should consider the
consequences of a challenge. The impact on the franchisor relationship,
especially one involving a significant franchise, can be immeasurable.
Just because one can attack the ROFR exercise does not mean that
one should. This will not be an easy decision and will require your

sage advice.

VI. Representing the Assignee Buyer

Representing the alternate buyer designated by the manufacturer can
be extremely challenging. What may appear, at first blush, to be major
opportunity for your client may slowly transform into a problemaric
deal. Most of the issues that arise are the reality of stepping into a
deal at the twelfth hour. Due diligence is complete; closing is around

the corner; the pressure to close is enormous. This situation must be

scrutinized very carefully before your client decides to attempt this
“opportunity”. The legal formar of this acceprance is an assignment
and assumption agreement drafted by the franchisor in its typical one-
sided fashion. This is where the war is lost or won. This is the time
when you must address all apparent concerns regarding the acquisition.

The following are some of the usual problems that can be

encountered:

1. Since due diligence is already completed by the time your client
steps into the deal, great care must be taken in scrutinizing the
usual concerns, including environmental, facility, and franchise/
business issues, which in most instances, can rake weeks, if not

months, to properly evaluate.

2. What if the dealership has a union and your client’s other stores do

not? How does this play out?

3. Can your client line up financing in time, whether in the form of
acquisition or working capital funding, or the requisite floor-plan?

4. Do you have sufficient time to analyze and/or line up required

management and employee staff?

ViI. Conclusion

The exercise of a ROFR impacts every party in the transaction in
one way or another. It is up to you, as the experienced automotive
professional, to navigate your client through the minefield presented
by the ROFR. The failure and/or inability to do this can result in
significant injury and consequences. To accomplish this effectively for

your client can be most rewarding for the both of you. &

My, Aboyoun has been involved in automotive (buy-sell) transactions for
over 35 years. He has handled hundyeds of transactions over that period.
He akso advises bis dealer clients on a myriad of franchise and related issues.

He writes and speaks regularly on buy-sell issues.




References

1.

This article is, in part, an adaptation of an article written for
the FRANCHISE LAW JOURNAL by this author, entitled 7%e
Franchisor’s Right of First Refusal: an Automotive Industry Perspective
and printed in the Fall 2016 issue ("FL] Article”). However, this
article is streamlined and written solely from the perspective of
the franchisee.
For example; the current Ford Sales & Service Agreement requires
the exercise of the ROFR within thirty (30) days of its receipt of a
“completed proposal for the proposed salé ortransaction.” 924(b)
(2). Similarly under the GM Dealer Sales and Service Agreement
{Standard Provisions), the submission of a “proposal for a change
of ownership” triggers the ROFR. §12.3.1. In contrast, in the
Acura/Honda Automobile Dealer Sales and Service Agreement,
the ROFR is not triggered unless and unil the franchisor has
received the “completed documentation and information.” This
is expressly specified as follows:

(1) the ownership transfer agreement(s) executed

by Dealér (or Dealer Owner(s)) and the prospective

buyer(s), including all  exhibits, schedules,

attachments, applicable real and personal property

leases and any relevant “side” agreements relating to

the transfer of money, value or other performance in

exchange for the Ownership Interest or Assets; @

the proposed third party purchaser’s application (as

defined by American Honda); and (3) if a transfer

of ownership of real property is contemplated and

all of the preceding has been completed, a real estate

appraisal and/or environmental report prepared in

connection with or relied upon by the parties to, the

proposed ownership transfer.
919.2. Needless to say, the Acura/Honda agreement leaves very
lictle doubt as to what is required to commence the ROFR exercise
period.
Transactional expenses typically include attorneys’ fees, accountant
fees, and due diligence expenses, such as environmental studies
and building inspection costs.
Even if the franchise agreement does not require it, several state
franchise statutes do. See Part 11T infra.
For example, the Chrysler Sales and Service Agreement gives
the dealer a spec1ﬁed time frame within which to withdraw the
sale transaction. Par. 34 (Additional Terms and Provisions). The
Mercedes-Benz Passenger Car Dealer Agreement also gives the
selling dealer a 10-day period following MBUSA's exercise of its
ROFR to withdraw the deal (Arr. IX B.3.). The Audi and VW
Dealer Agreement limited this withdrawal right to transactions
involving dealer owner, family members, dealership employees and

successors pre-approved by the franchisor. See e.g., Audi Dealer

Agreement Standard Provisions, Art. 12(3).

6.

8.
9.

10.
11.

Ariz. Rev. Stat. Ann. § 28-4459 (2015); Del Code Ana. tit. 6,
§6 4910; Ga. Code Ann. § 10-1-663.1 (2015); La. Rev. Stat. §
32:1267(B) (2015); Nev. Rev. Stat. Ann. § 482.36419 (2013-
2014), N.J. Stat. § 56:10-13.6, N.J. Stat. § 56:10-13.7; Or. Rev.
Stat. § 650.162, 63; Pa. Stat. Ann. § 818.16 (2015); Va. Code
Ann. § 46.2-1569.1 (2015); V. Stat. Ann. tit. 9 §4100¢ (2015);
Wash. Rev. Code Ann. § 46.96.200 and 220 (2015).

See Ky. Rev. §190.047 and §190.070 (2015); Neb. Rev. Stat. §
60-1439 and § 60-1430 (2015); N.Y. Veh. & Traf. $466 and§467
(2015); N.C. Gen. Stat. $20-305 (2014); Ohio Rev. Code Ann.
§4517.541, 4517.542, 4517.56, and 4517.6; and Tex. Stat. Ann.
tit. 14 Oce. Code §2301.359 (2015).

Md. Transp. Code Ann. § 15-211 (2015).

Wash. Rev. Code Ann. § 46.96.220 (2015).

Towa Code § 322A.12(2)(2014).

15 U.S.C. §§ 1221-25.

trol their destiny - both as a deal-
“ership owner, and as a human

future. Like creating a very

00% OWNERSHIP EQUALS
~ True CONTROL.

tfolio delivers to its clients
00% of the underwriting profits
[investment income from sell-
and delivering on the promises
hicle Service Contracts and
, ther Fal products that help
ustomers protect their vehicles.

Portfoho enables dealers to con-

being with personal goals. Like
taking care of their family’s

profitable asset outside
the dealership that no one
can take from them.

That's what we call control. ¥ :'

WE HELP THE
DEALER BUILD
PERSOMNAL WEALTH.



Appendix A

Selected Motor Vehicle Franchise Right of First Refusal Statutes

Stafute(s)

Notable Features

Ariz. Rev. Star. Ann. § 28-4459 (2016)

* Franchisor must notify franchisee in writing of intent to exercise right of first refusal
"{or “ROFR”) within 60 days of receipt of completed transfer application and related
info
= Cannor exercise ROFR if proposed transferee is a family member
Franchisee must receive equal or greater compensation to the proposed transfer if

Franchisor exercises ROFR
Franchisor must reimburse transferee for reasonable expenses including legal fees

California

Cal Veh Code § 11713.3(¢r) (2016); Cal
Bus & Prof Code §20028(c) (2016)

* Franchise agreement must provide ROFR

* To exercise ROFR, franchisor must provide written notice no later than 45 days
after receipt of all info required by the statute

* sale must relate to all or substantially all of business assets

« Cannor exercise ROFR if proposed transferee is a family member

* Consideration paid by franchisor is to equal or exceed that ro be paid by proposed

transferee

Franchisor shall reimburse proposed transferce for reasonable expenses including

legal fees

Colorado

Col. Rev. Stat. §12-6-127 (2015)

Franchisor must reimburse proposed transferee for reasonable expenses including
legal fees

Connecticut

Conn. Gen. Stat. § 42-133¢cc (2016)

* Franchisor must notify franchisee in writing of intent to exercise ROFR within 60
days of receipt of proposed transfer and info and documents

* Cannor exercise ROFR if transferee is a family member

Franchisee must receive equal or greater compensation to the proposed tansfer if

franchisor exercises right of first refusal

Franchisor must assume all dutes, obligations, and liabilities contained in the
agreement berween franchisee and proposed transferee

Franchisor must reimburse proposed transferce for reasonable expenses including

legal fees

L]

Delaware

Del. Code Ann. tit. 6, §4910(d)

* ROFR allowed if in franchise agreement

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
within 60 days of receipt of completed proposal and all related agreements

* Cannot exercise ROFR if transferee is a family member

Franchisee must receive equal or greater compensation to the proposed transfer if
franchisor exercises right of first refusal )
Franchisor must reimburse proposed transferee for reasonable expenses including

°

legal fees
Cannot use ROFR in order o influence the consideration or influence person to
refrain from acquisition

Florida

No Statute, but see Bayview Buick-GMC
Truck, Inc. v. General Motors Corp., 597
So.2d 887 (Fla. Dist. Ct. App. 1992)

* Franchisor’s ROFR held void as against public policy because it violated state bar to
manufacturer ownership of dealership.

* Also, franchisor failed to deny transfer within tme limit and via statutory procedure,
including filing of complaint with agency

Georgia

Ga. Code Ann. § 10-1-663.1 (2016)

* Franchisor may exercise ROFR if the proposed sale or transfer is of more than 50
percent of the ownership or assets of the dealership being transferred

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
within 60 days of receipt of completed written proposal and info and agreements
Franchisee must receive equal or greater compensation to the proposed transfer if

.

franchisor exercises right of first refusal
Franchisor must reimburse proposed transferee for reasonable expenses including

legal fees

Illinois

815 ILCS 710/4 (1. Compilation Stat.
Ann, 2016)

* To exercise ROFR, franchisor must provide notice 60 days from receipt of

applications forms generally utilized and all agreements

Franchisee must receive equal or greater compensation to the proposed transfer if
franchisor exercises ROFR

* Franchisor must reimburse prospective transferee for reasonable expenses




Indiana

Ind. Code Ann. § 9-32-13-22(c) (Burns
2016)

[

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
within 60 days of receipt of proposed transfer info

Franchisor must provide same or better consideration to franchisee

Franchisor may exercise ROFR if the proposed sale or transfer is of more than 50
percent of the ownership or assets of the dealership being transferred

Franchisor must reimburse franchisee for reasonable expenses including legal fees
Cannot exercise if proposed  transfer is to family member or manager

lowa

Towa Code §322A.12 part 2 (2016)

Notwithstanding rerms of franchise agreement, the ransfer of the dealership “shall
not make applicable any right of first refusal of the franchiser”

Louisiana

La. Rev. Stat. § 32:1267(B) (2016)

Franchise agreement must have ROFR

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
within 60 days of receipt of completed proposal and ali agreements

Cannot exercise ROFR if transferee is a family member

Franchisee must reccive equal or greater compensation to the proposed transfer if
franchisor exercises ROFR

Franchisor must reimburse prospective transferee’s for reasonable expenses including
legal fees

Dealer is not liable to any person as a result of the exercise of the ROFR

Maine

10 Me. Rev. Stat. Ann. tit. 10. $1174
(2016)

Franchisor can exercise ROFR

Franchisor must assume or acquire lease/real property

Franchisor must assume all obligations of proposal

Franchisor must reimburse prospective transferec’s reasonable expenses

Cannot use ROFR in order to influence the consideration or'influence person ro
refrain from acquisition

Maryland

Md. TRANSPORTATION Code Ann.
§ 15-211(h) (2016)

Franchisor may not exercise right of first refusal if the proposed transferee meets
manufacturer’s reasonable qualifications, is a member of franchisee’s family, a
qualified manager with at least 2 years management cxpenence, or an existing dealer
in good standing

Franchlsor must reimburse prospective franchisee for reasonablc expenses including

legal fees

Massachusetts

Mass. Ann. Laws ch. 93B, § 10 (Michie/
Law. Co-op. 2016)

Franchisor must notify franchisee in writing of intent to exercise rxght of first refusal
within 45 days of receipt of completed proposal.

Franchisor has 30 days after issuing notice of intent to franchisee to exercise the
right of refusal

“Cannot exercise ROFR if transferee is a famil y member .

Franchisee must receive equal or greater compensation to the proposed transfer if
franchisor exercises right of first refusal

Cannot use ROFR in order to influence the consideration or mﬂucnce person 1o
refrain from acquisition

Franchisor must reimburse prospective transferee for reasonable costs and expenses

Michigan

Mich. Comp. Laws § 445.1527(g)
(2016)

Requirement that there must be good cause to deny transfer does not include
exercise of ROFR

Minnesota

Minn. Ann. Star. § 80E.13(j) (2016)

In order to exercise ROFR, franchise agreement must provide for ROFR
Franchisor may exercise right of first refusal if the proposed sale or transfer is of
more than 50 percent of the ownership or asscts of the dealership being transferred
Franchisor must notify franchisec in writing of intent to exercise right of first refusal
within 60 days of receipt of written proposed transfer

Cannot exercise if transferee family member :

Franchisee must receive equal or greater compensation ‘to the proposed transfer if
franchisor exercises right of first refusal

Franchisor must relmburse proposed transferee for reasonable expenses including
legal fees

Missouri

Mo. Rev. Stat. § 407.825(7)(c)

Franchise agreement must allow for ROFR

Cannor exercise ROFR if proposed transferee is a family member

Franchisee must receive equal or greater compensation to the proposed transfer if
Franchisor exercises right of first refusal )

Franchisor must reimburse proposed transferee for reasonable expenses including
legal fees




New Mexico

N.M. Stat. Ann. Art. 16 §57-16-5 U
(2016)

It is unlawful to enforce a ROFR by a manufacturer or to require dealer to grant a
right or option thereto

Nevada

Nev. Rev. Stat. Ann. § 482.36419 (2015)

.

L]

Franchise agreement must contain ROFR

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
and material reasons within G0 days of receipt of completed form and info

A right of first refusal may not be exercised if the proposed sale is to a member of the
franchisee’s family, a qualified manages, or a trust

Franchisee must receive equal or greater compensation to the proposed tansfer if
franchisor exercises right of first refusal

Franchisor must reimburse proposed transferee for reasonable expenses including
legal fees

Cannot use ROFR in order to influence the consideration or influence person to
refrain from acquisition

New Jersey

‘NUJ. Stat. § 56:10-13.6 and 13.7 (2016)

Requires franchisor to assume or acquire lease or real property of dealership in order
1o exercise ROFR unless otherwise agreed to by franchisor and franchisce

Cannot use ROFR in order to influence the consideration or influence person to
refrain from acquisition

Franchisor must reimburse prospective transferee for reasonable expenses including
legal fees

Oregon

Or. Rev. Stat. § 650.162(5) (2016)

.

ROFR must be in franchise agreement

Franchisor must notify franchisee via cert. mail R.R.R. of intent to exercise right of
first refusal within 60 days of receipt of proposed transfer

ROFR may not be exercised if the proposed sale is to a member of the franchisee’s
family, a qualified manager, or a trust

PFranchisor may exercise right of first refusal if the proposed sale or transfer is of
more than 50 percent of the ownership or assets of the dealership being transferred
Franchisee must receive equal or greater compensation to the proposed transfer if
Franchisor exercises right of first refusal .

Franchisor must reimburse prospective transferee for reasonable expenses including

legal fees

Pennsylvania

Pa. Stat. Ann. tir. 63 § 818.16 (2016)

.

Franchisor must notify franchisee of intent to exercise right of first refusal within a
statutory period of 60 or 75 day time limitatdons of section 12(b)(5)

Cannort exercise ROFR if transferce is family member

Franchisee must receive equal or greater compensation to the proposed transfer if
franchisor exercises right of first refusal

Provides for franchisor to assume lease of dealership and acquire real property unless
franchisor and franchisee otherwise agree

Franchisor must assume all duties, obligations, and liabilites contained in the
agreement between franchisee and proposed transferee

Franchisor must reimburse franchisee for reasonable expenses including legal fees

Tennessee

Tenn. Code Ann. § 47-25-1505(2}(A)
(2016)

Prohibition against franchisor refusal to renew for purpose of converting dealer’s
business into operation by franchisor or its agents/employees does not apply o
franchisor exercise of ROFR

Vermont

V. Stat. Ann. tit. 9, §4100e (2016)

.

ROFR must be in franchise agreement

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
and material reasons within 60 days

A right of first refusal may not be exercised if the proposed sale is to a member of the
franchisee’s family, a qualified manager, or a trust

Franchisor must reimburse proposed transferee for reasonable expenses including

legal fees

Franchisee must receive equal or greater compensation to the proposed transfer if

franchisor exercises right of first refusal

Virginia

Va. Code Ann. § 46.2-1569.1 (2016)

Franchisor must notify franchisee in writing of intent to exercise right of first refusal
within 45 days of receipt of completed proposal

Cannor exercise if proposed transfer is to a family member

Franchisee must receive equal or greater compensation to the proposed transfer if
Franchisor exercises right of first refusal

Franchisor must reimburse prospective transferce for reasonable expenses including
legal fees ‘




Washington

Wash. Rev. Code Ann. §46.96.220
(2016)

ROFR must be in franchise agreement

Franchisor must notify franchisee via cert. mail R.R.R. of intent to exercise right of
first refusal within the lessor of 45 days of receipt of proposed transfer or the time
period specified in the franchisee’s franchise agreement

Proposed transfer must be at least 50% of the franchise

Franchisee must receive equal or greater compensation to the proposed transfer if
franchisor exercises right of first refusal

Franchisor may not exercise right of first refusal if proposed transferce was pre-
approved, is a family member or was a manager continuously employed by
franchisee for 3 years and is otherwise qualified

Franchisor must reimburse prospective transferee for reasonable expenses including
legal fees .

Requires franchisor to assume lease or acquire real property of dealership
Franchisee is not liable to proposed transferee for damages resulting from franchisor’s
exercising right of first refusal if disclosed in writing the existence of the ROFR

Wisconsin

Wis. Stat. Ann.

§ 218.0134(4)(c) (2015-2016)

Franchisor may exercise ROFR but must be in the franchise agreement
Franchisee must receive equal or grearer compensation to the proposed transfer if
franchisor exercises right of first refusal ‘

ROFR does not apply if proposed transferee is a family member or a qualified
manager for franchisee with 2 years’ experience

Franchisor must reimburse franchisee for reasonable expenses including legal fees
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