
 
 

February 23, 2023 

The Honorable Ben Toma  
Speaker, Arizona House of Representatives  
 
Opposition: HB 2404  
 
Dear Speaker Toma and Members of the Arizona State Legislature: 
  
We are writing in opposition to HB 2404. This legislation has far-reaching and harmful 
ramifications for franchisors, franchisees, and the contributions of these small and large 
businesses on Arizona’s economy. The foundation of this legislation comes from a 2016 
California law which has resulted in a decrease in the number of franchise brands seeking 
owners in the state. The true impact of HB 2404 would be far worse as HB 2404 exceeds not 
only California regulation, but also exceeds the Federal Trade Commission’s current regulatory 
construct for franchising.   
 
Arizona currently ranks the third best state in the country for franchising, according to 
IFA/FRANdata projections. This measure would harm Arizona’s 19,000 franchise 
establishments, which generate nearly $20 billion in economic output and employ over 203,000 
Arizona residents. As a result of HB 2404, FRANdata estimates Arizona franchise growth would 
drop from a current rate of 2.2% per year to 1% growth each year, eliminating approximately 
136 new Arizona small businesses from ever opening and nearly 1,500 jobs from being created 
in the franchise sector.  
 
Then, for Arizona’s current franchisees and franchisors:   
 

1) The proposed legislation would undermine current franchise contracts, promote costly 
litigation between franchisees and franchisors, and result in unsafe products and 
services for consumers and workers in Arizona. 
  

2) The legislation inserts the state of Arizona as a third party in private contracts by adding 
a first of its kind provision that creates a private right of action under the Federal Trade 
Commission (FTC) Franchise Rule. No such provision exists in any state law, nor under 
the current FTC Rule. This would create the most onerous franchise law anywhere in the 
United States.  

 
 

 

 

 

https://www.franchise.org/sites/default/files/2022-02/2022%20Franchising%20Economic%20Outlook.pdf
https://www.franchise.org/sites/default/files/2022-02/2022%20Franchising%20Economic%20Outlook.pdf


 
 

3) This legislation undermines the very key to franchising – a brand’s standards of safety, 
quality, and operation. These brand standards signal to consumers they can expect the 
same safety, consistency, and quality of a product or service regardless of the business 
location. In short, Arizona small business franchise owners and their customers will have 
to contend with uneven quality standards, fewer loyal customers, and shrinking 
opportunities for new business ventures. 

 
4) HB 2404 will also be harmful to Arizona residents interested in pursuing franchise 

ownership, as franchisors will be less likely to develop new franchise locations in Arizona 
due to the significant risk associated with a regulatory environment under HB 2404. 
Companies not currently franchising but considering franchising as a method of 
expansion have already indicated to our association that this proposal would preclude 
that as a viable option in Arizona, further depriving potential business owners from an 
opportunity to start a business and employ Arizona residents. 

 
In a few short weeks, the International Franchise Association is hosting Franchise Expo West at 
the Phoenix Convention Center (March 31-April 1) which will bring hundreds of franchise 
brands interested in finding prospective franchise owners in their systems. This expo was 
moved from California, to Arizona, largely due to the business climate for franchising being 
more favorable for both franchisees and franchisors in Arizona. The bottom line is this 
legislation will largely undo that reality and will certainly impact the opportunities for Arizona.  
 
Thank you for considering our comments and opposition related to this proposed legislation 
and our concerns about its impacts on our industry, our small business owner members, and 
the opportunities for future growth in Arizona. HB 2404 is being promoted by a single 
nonresident of Arizona who is in a dispute with her former franchisor, after being terminated 
for not paying her contractually obligated franchise royalties and fees. We do not believe the 
legislature is the appropriate venue for this kind of dispute resolution and could lead to 
unreasonable new regulations to solve a problem that does not exist while harming Arizona’s 
competitive advantage to growing its economy.   
 
Respectfully,  
 

 

 

 

Jeff Hanscom | VP, State & Local Government Relations & Counsel  
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