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On February 17, the Georgia Supreme 
Court released a new decision relating to 
Lucid Group USA, Inc.’s constitutional 
challenge to the direct-to-consumer sales 
model. The question before the Georgia 
Supreme Court was whether Georgia’s 
ban on direct sales by automobile man-
ufacturers violates Georgia’s Constitu-
tional Due Process, Equal Protection, and 
Uniformity Clauses. After the trial court 
rejected Lucid’s challenge to Georgia’s 
direct sales ban, the Georgia Supreme 
Court reversed and vacated the trial 
court’s dismissal of Lucid’s due process 
and equal protection claims.   

The Georgia Motor Vehicle Franchise 
Practices Act was enacted to regulate mo-
tor vehicle practices to prevent fraud and 
unfair practices. The law requires manu-
facturers to sell their new motor vehicles 
through a new motor vehicle dealer, and 
it generally prohibits manufacturers and 
their affiliated entities from owning or op-
erating a new motor vehicle dealer. These 
sections together encompass what is 
known as the “Direct Sales Prohibition” 
and prevent new motor vehicle manu-
facturers and their affiliates from selling 
their vehicles directly to consumers in 
Georgia. 

Prior to 2015, the Motor Vehicle Fran-
chise Practices Act defined a new motor 
vehicle as “a motor vehicle which has 
been sold to a dealer and on which the 
original motor vehicle title has not been 
issued.” However, in 2015, this defini-
tion was amended to “a motor vehicle 
on which the original motor vehicle title 
has not been issued.” This amendment 
changed the way the statute was applied 
and created an exception to the Direct 
Sales Prohibition for a limited class of 
electric motor vehicle manufacturers who 
were operating dealerships in Georgia as 
of January 1, 2015. Since its enactment, 
Tesla has been the only manufacturer to 

which this provision has applied.  
Lucid sought to open a location in Geor-

gia in 2024 and submitted an application 
for a dealership license to the Georgia 
Department of Revenue. The Department 
of Revenue denied Lucid’s application 
based on the Direct Sales Prohibition. As 
a result, Lucid sued the state of Georgia, 
seeking a court ruling that, as applied to 
Lucid, the Direct Sales Prohibition vio-
lates several provisions of the Georgia 
Constitution, including the Due Process 
Clause, the Equal Protection Clause, and 
two provisions of Article III, Section VI, 
Paragraph IV (“Paragraph IV”) of Geor-
gia’s Constitution.  

The trial court dismissed Lucid’s com-
plaint and held that Lucid’s due process 
and equal protection claims were barred 
by Article III, Section VI, Paragraph II(c) 
of the Georgia Constitution. This para-
graph provides that “[n]otwithstanding 
the [Due Process Clause and the Equal 
Protection Clause] of this Constitution,” 
the state is authorized to regulate mem-
bers of the new motor vehicle industry “in 
order to prevent frauds, unfair business 
practices, unfair methods of competition, 
impositions, and other abuses upon its cit-
izens.” 

It also ruled that Lucid could not show 
that the Direct Sales Prohibition violated 
Paragraph IV because that section “only 
requires that a general law operate alike 
with respect to all who come within its 
scope” which the trial court found that 
there was no doubt that it was applied 
with equal force to all who fall within 
its terms throughout the state. Moreover, 
it rejected Lucid’s claim that the excep-
tion was specifically tailored to Tesla and 
therefore was an unconstitutional special 
law.

On appeal, the Georgia Supreme Court 
found that the trial court improperly dis-
missed Lucid’s case when it concluded 

that Lucid’s due process and equal pro-
tection claims were barred by Article III, 
Section VI, Paragraph II(c) of the Georgia 
Constitution. It held this because it found 
that the language of the clause allowed 
the General Assembly to regulate the new 
motor vehicle industry only when acting 
to prevent fraud and unfair business prac-
tices upon its citizens. 

Moreover, it held that Lucid did not 
have standing to challenge the exception 
to the Direct Sales Prohibition because it 
did not assert that its enforcement causes 
an injury to Lucid’s legal rights by itself. 
However, it held that Lucid has standing 
to challenge the enforcement of the 2015 
“Tesla” Amendment because it redefined 
“[n]ew motor vehicle and created an ex-
ception to the Direct Sales Prohibition for 
Tesla which is “the source of Lucid’s as-
serted legal injury.” 

Thus, the Georgia Supreme Court va-
cated the trial court’s dismissal of Lucid’s 
Paragraph IV claim and vacated the dis-
missal of its due process and equal pro-
tection claims. Although this decision 
may seem like a win for Lucid, it does not 
legalize direct sales in Georgia, and Lu-
cid will still have to prove that Georgia’s 
direct sales ban under the Motor Vehicle 
Franchise Practices Act does not prevent 
“frauds, unfair business practices, unfair 
methods of competition, impositions, and 
other abuses upon its citizens.” 

We and your Association will continue 
to monitor this case and other similar cas-
es where direct sales bans are being chal-
lenged across the country. 
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Tom Vangel and Jamie Radke are part-
ners and Lindsey McComber is an asso-
ciate with the law firm of Harris Beach 
Murtha Cullina PLLC in Boston who 
specialize in automotive law. They can be 
reached at (617) 457-4072.
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