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Buying or selling an auto dealership may seem simple, but it is anything but simple. I have handled 

hundreds of dealership sales and purchases over the past 35 years and I still learn something new 

on every transaction. Lately, I have been learning from the inordinate number of calls I've been 

getting to help dealers get their deals done, that many deals don't close. However, getting deals 

closed is easy if you have the right attorney and the right team, and they are working together.  

 

It used to be rare to see a deal that didn’t get signed, and even rarer to see a deal fail to close once 

signed. In fact, I can recall only one transaction in the hundreds that I have handled that failed to 

close after being signed, and it was because the dealership building that my client would have 

bought was about to fall down.   

 

What has changed?   

 

More attorneys than ever are handling transfers of dealerships who haven’t historically done that 

work. They are not only trying to rewrite the playbook (not always for the better), they are also 

unnecessarily complicating transactions. The transactions are no more complicated than they ever 

were, but more money is at stake than ever. There are a handful of issues that do cause problems 

and can lead to a failed deal.   

 

Here are a few tips for dealers who are thinking of buying or selling: 

 

Hire the Right Team 

 

First and foremost, make sure your attorney has experience not only in the auto industry, but in 

handling the purchase and sale of auto dealerships, and a good record of getting the deals closed.  

An experienced attorney can anticipate issues and address them in the purchase agreement before 

they become a deal killer. 

 

Here are some questions you can ask your attorney or anyone you are interviewing: 

 

1. What is your primary area of practice? You would not use a dentist or a liver surgeon to 

address prostate cancer. Make sure you hire a transactional attorney to handle your 

transaction and not a litigator. 
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2. How many times have you helped an auto dealer buy or sell an auto dealership?   

3. Are you also a litigator? Litigation means going to court and it is very demanding with lots 

of deadlines. Litigators often have not dedicated their time primarily to buying and selling 

auto dealerships and even when they do handle transactions, they are often unavailable to 

do the legwork due to the demands of litigation, or to pay attention to the details that can 

make a difference in whether your transaction weathers the storms. 

4. How long ago did you handle your first and last auto dealership sale or purchase? 

5. If I hire you to handle this for me, will you be the one doing the work? If the answer is that 

another attorney will work on the agreement and it will cost you less, find out who it is and 

ask to speak to them. If the right hand doesn’t know what the left hand is doing, or vice 

versa, it can create issues. You also need to know that the person doing the work has the 

experience. 

6. Don’t take referrals from opposing counsel. Anyone who is representing the other side and 

also giving you advice has a conflict of interest. That means the advice they give you may 

not serve your best interests.   

7. Never use an attorney with a conflict of interest on an asset sale and purchase. With few 

exceptions (on certain stock deals only) your attorney should be representing only you. The 

types of conflicts that arise from representing both the buyer and seller in an asset transfer 

should never be waived. 

 

Keep Your Team Working Together 

It is important to have a good team. It is equally important to make sure your team is working 

together. Make sure all advice you are getting is filtered through your attorney. The one person 

who understands the legal implications of the advice you are getting needs to be coordinating the 

transaction with all of your advisors so that everyone is on the same page at all times.   

   

If any of your advisors has a conflict of interest (i.e. is also representing the other party), make 

sure your attorney knows about it. This will be important because your attorney will need to 

consider the conflict when considering their advice. 

 

Working on a dealership transaction is a group project. In group projects, there is always one 

person who does most of the work. Your attorney may need to be that person to get the deal done.  

Dealership transactions typically require a willingness to do the things that others are not doing to 

keep the transaction moving forward. It is often the only way your deal will get done. 

 

The advice I give my clients during a transaction may seem counterintuitive. Clients often want to 

give in to demands from opposing counsel or the other party because that is the path of least 

resistance. While that can often be the easiest path, and sometimes makes sense, at other times it 

can be the path that will kill your deal. If your attorney gives you advice that you don’t understand, 

don’t just discount it. Find out the reason for the advice and err on the side of taking their advice.   
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If your attorney is not willing or able to answer questions, it may be that they lack the experience 

necessary to handle the transaction.  If they are too busy to answer, they are likely too busy to give 

the time and attention needed to get your deal done. Your attorney should be able to tell you why 

they are giving the advice they are giving so you can make an informed decision about whether 

the risk outweighs the benefit. If someone else on your team questions your attorney’s advice, 

don’t just discount the advice. Make sure you discuss any concerns or questions with your attorney.  

They should be willing to make themselves available for those conversations. You may think it 

will be too costly to talk to your attorney, but the reality is that not having the conversation is 

typically much more costly in the long run. 

 

Don’t take advice from opposing counsel. They are not representing you or looking out for your 

best interests.   

 

Know the difference between when you are asking for legal advice and when you need to make a 

business decision. If you are not sure, ask your lawyer. Your team will likely consist of your legal 

advisor, your accountant and a consultant or broker. Make sure you are not asking for, or taking, 

legal advice from your accountant or broker. What was good advice on one deal, may be bad 

advice on another. Legal advice needs to be tailored to the circumstances. 

 

If a question arises about interpretation of the purchase agreement, make sure the question goes to 

the person who drafted the agreement – your attorney. They will know the terms of the agreement 

better than anyone. Following the terms of the agreement will be important to getting the deal done 

in a way that protects you. Run all final decisions based on interpretation of the contract by your 

attorney and make sure they know why you are asking a question about interpretation if you are 

trying to make a decision based on interpretation or negotiating last minute issues. Poorly drafted 

contracts and misunderstandings about what the contract says can be costly and even kill the deal. 

Communication is key. Don’t agree to changes to the contract once it is signed without your 

attorney’s agreement and participation. 

 

Finally, if the contract is well written, let your attorney enforce its terms at the closing. No one is 

going to walk away at closing because you are holding their feet to the fire based on the terms of 

the contract. 

 

The future of the auto industry is uncertain, but the future of your deal doesn’t need to be.   
 

Erin K. Tenner is a partner with Gray·Duffy, LLP and has been legal counsel representing auto 

dealers for more than 30 years. She can be reached at 818-907-4071 or  

etenner@grayduffylaw.com. 

 
This article is not intended to be legal advice with respect to any particular matter. Readers should consult with an 

attorney before taking any action affecting their interests. 

 

Return to the newsletter. 
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