TEXAS COURT OF APPEALS, THIRD DISTRICT, AUSTIN

The Shefman Family Limited Partnership v. Los Gallos Mexican
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No. 03-25-00406-CV (Tex. App.—Austin June 26, 2026) - No. 03-25-00406-CV - Decided June 26, 2026

SUMMARY

The Texas Court of Appeals, Third District, affirmed a partial-summary-judgment order holding that a
tenant’s contractual right of first refusal remained valid and enforceable after the lease’s original term
ended and the tenant became a month-to-month holdover tenant. The court concluded that, under
Texas law, the prior lease terms continued to govern the holdover tenancy absent an agreement to the
contrary. The court therefore upheld the tenant’s right to pursue specific performance and overruled

the landlord’s sole issue.
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QUESTIONS PRESENTED

1. Whether a right of first refusal contained in a commercial lease remains valid and enforceable after the

lease term expires and the tenant becomes a month-to-month tenant under the lease's holdover provision.

2. Whether the district court properly granted partial summary judgment declaring that Los Gallos's right
of first refusal remained effective, that Los Gallos properly exercised it, and that Shefman had a duty to

accept Los Gallos's offer.

HOLDINGS

1. A right of first refusal contained in a commercial lease remains valid and enforceable during a month-to-

month tenancy created by the lease's holdover provision.

2. The district court properly declared that Los Gallos's right of first refusal remained effective, that Los
Gallos properly exercised it, and that Shefman had a duty to accept Los Gallos's offer.

KEY QUOTATIONS

“We hold that the Los Gallos’s ROFR under Section 5 of the Commercial Lease continued to be valid and

enforceable during Los Gallos’s month-to-month tenancy under Section 19.” (at 5)

“We affirm the district court’s partial-summary-judgment order.” (at 6)

FACTUAL BACKGROUND

Shefman owned a commercial strip-center property and leased one storefront to Los Gallos for use as a Mexican
restaurant. The lease granted Los Gallos a right of first refusal to purchase the property and provided that, if Los
Gallos remained in possession after the lease terminated without a new lease, it would become a tenant from
month to month. After the original lease term ended, Los Gallos remained in possession, third parties made an
offer to purchase the property, and Los Gallos attempted to exercise its right of first refusal. Shefman rejected

Los Gallos's offer, accepted the third-party offer, and later terminated that transaction without selling the

property.
PROCEDURAL HISTORY

Los Gallos sued Shefman for breach of contract and specific performance after Shefman rejected Los Gallos's
attempted exercise of a right of first refusal and accepted a third-party offer that was later terminated. Both
parties moved for summary judgment. The district court denied Shefman's motion, granted Los Gallos's partial
motion, and permitted an interlocutory appeal under Texas Civil Practice and Remedies Code section 51.014(d)

and Texas Rule of Civil Procedure 168. The court of appeals granted permission to appeal and affirmed.

DISPOSITION

affirmed
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