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Some manufacturers are providing in their Dealer Agreements that the manufacturer has no 

obligation to sell electric vehicles to the dealer for that franchise. This will effectively put any 

dealer who signs it out of business by 2035 when all new vehicles sold will be required to be 

electric vehicles.  

 

Consider also, that electric vehicles are expected to be short-lived. The manufacturer has 

effectively found a way to limit the life of a franchise. California franchise laws are designed to 

protect your investment. Don't squander your investment. Although you can’t require a 

manufacturer to give you an electric vehicle franchise if they don’t want to, you should keep in 

mind the limitations of any franchise agreement that excludes electric vehicles when considering 

your investment and make sure you are not spending more on the franchise than a limited life 

franchise warrants.  

 

Good cause is required to terminate a franchise in California. Historically, good cause has been 

things such as fraud or conviction for a felony. Also included in some Dealer Agreements is a 

provision that failure to sign a new Dealer Agreement is good cause for termination of the 

franchise. While this is not likely to be enforceable in California, don't give the factory an argument 

that it is enforceable by letting them put it in your agreement if they haven’t already. 

 

You have no obligation to sign a new Dealer Agreement in California. The manufacturer cannot 

terminate your franchise for refusal to sign a new agreement even if your agreement has 

expired. Read your Dealer Agreement carefully before signing it. If you are not going to read the 

new agreement, don’t sign it. Better yet, let your attorney read it and contest any provisions that 

could erode the value of your franchise. You will be doing yourself and all dealers a favor. 

 

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

dealers in buying and selling auto dealerships 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. 
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