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The att,ached. Proposed Decision of the Hearing Officer is

hereby adopt.ed by the. NEH NO'I'OR VEHICLE BOARD as its Decision
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DEFOj,G 'I'lle W;:\'l l:iOTOH. VEllIe: Ll~ DD.'lIlD

STATE OF C/d.,IFOHNI1~

rntIle ]\btter of the Protest of:

AHSHMJ ENTEHPftISES, LTD.,
a Californi~'Corporation,

doing b~sincsG as Lail Bros.,

Against the Estnbli~hrnent of an
Additional 1'~otor Vehicle Dealer
ship by:

.
PEUGEOT,' INC., a Corporation,

Respondent •. ~

NO. rll-12-75

L-8164

FILED'

.. :.' ..

PROPOSED DECISION

This matter came on regularly for hearing before John A.

Willd, Bearing Officer with the Offic~ pI Administrative Hearings,,
at Los Angeles, California, on }~rch 27, .l975, at the hour of

9=00 a.m. Charles H. }~n, Counsel, appeared on.behalf of protestor'

Ameran Enterprises, -Ltd. P~nela Ann R)~er~ Counsel, appeared on

behal£ of Peugeot, me., a corporation; Respondent. Evidence bDth

oral and do cnment.ar-y having been received tl1e matter '\o]as submitted

and tbe Bearing Officer :finds '~Ghe i'ollm'iing facts:

I

ResFondent Peugeot, Inc., a corporation, hereinarter.

rei"crred to as Peugeot, gave notice to the Ne':l Motor Vehicle Board.. - .. .... .
and to protestor. :franchisee or' its~tent:i.on to ~st.ab1ish an ":

' .. ~

additional dealership at 1537 Ocean Avenue, Santa Non:i.ca~' California.

A timely protest wns riled by Ameran E11terprises, LTD, a Califo~nia

corporation, doing business as Lail_~ros. and hereafter ~ei"erred to

as Lail Bros. Thereafter all procedural requirements were co~plied

'\"lith and thi::> matter is now pending before the ~New :Hotcr Vehicle

Board of the State of California•.

II

In its protest -LaLL Bros. rai::>en 'the i"0110\'lin[; is~ue5'.

A. There is little li}~cl:iJ100d of pe r.uanen cy of invcs"lm~nt

. in' said vicinity O~ the Loca'tLon thereof would probc bLy

1
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have to be a Lte r-c d in the relatively ncar future.

B, Tne est;::bli:;hrnent of such a dealer:;hip will h:>ye

a c1etrimental e.f.fect on the retail motor vehicle

business in the relevant market area.

C. The .franchise~so.f the same line-make 'in the relevant

'market area arc providing adequate competition and

convenient consumer care .for the motor vehicles o.f

said iine-make in said market area.

. . ".\- .

D. The establishment o.f such a dealership will be injurious

to the public welfare as it will tend to weaken rather

,than strengthen the ability o.f the existing dealers

to provide consumer services and satis.fy consumer

needs.'

III
I
;

Respondent Peugeot intends to establish a new motor

vehicle dealership at 1537 Ocean Boulevard, in Santa P~nica,

Ca,lilornia.. 1>lr. Ralph Cutright has been selected to be the

iranchised dealer at this Lo catri.cn , This location is cur-r-cnt.Ly

under lease to Hr. Cutright and vlas recent.ly the site of a n.H.\')

,iranchise also held by Hr. Cutright. The B.H.\'1.franchis" has been

relocated to a larger iacility in Sante Honica.

Ocean Avenue is a major thorough:fare in t.he City o.f

Santa Nonicn: and it is 'I"ithin an ar-ea ,that has been considered

as a dovrrrt.own redevelopment proj,ect. EiTorts to establish this

area as a redevelopment pr'oject commenced some years ago. At the

present time relatively little if any, action is being taken to

establish the redevelopment project. It does remain a possibility

however, that the franchise location may one day lay within the

area of the proposed redevelopment project.
.

Protestor Lail Bros. currently is .franchized at two

locations by Pc uge ot , 'I'he cLoscst; location' to the propoaed fr<lrichise

i:; 11,22 South L:t CieneGa Boulevard in Los llnr;cle:;. The d i et.ance
, .

by sur.face ztreets .fromtlle: proposed locotion to the nearest location,
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of pr ot.c ct.or' is 9.) nriLes , Tile nor'ma L drivinG time durinG 110n

peak drivinG hour is appr-ox Imat.oLy thirty minutes.

IV

Protestor has been franchised as a Peugeot dealer for

,tl1e past four or five years. It has sold Peugeot, automobiles to

individuals who reside in the greater Santa ~~nica marketing area.

It'has also serviced vehicles of Peugeot owners who reside in this

marketing ~rea. Protestor urges that a dealership in Santa Monica

is not ~ecessary for the reason that protestor is fully capable of

providing all necessary service to the public and that,if a

franchise is established it will seriously weaken the e'cononri,c

ability of protestor and ~ther franchised Peugeot dealers to remain

in 'business and serve the public. Within recent years two Peugeot

dealerships have terminated their relationship vtith Peugeot.

Protestor also points out that competition is very severe between

existing Peu~eot dealers and that there is considerable price cutting.

This does become a particular problem because the sales of Peugeot

vehicles ar-e relatively lOVI when compared to certain other jJnpo'rted

aut.omobo.Le s , It is pr-ot.est.or ' s position that if "it surfers serious

financial injUlJ ' as a result of the proposed new location pr9testor

~'ill not have adequate funds to continue appropriate investment ;[or

needed tools and, equipment and 'under these circumstances protestor

"will be unable to adequately serve 'the public.

Protestor contends that the anticipated operation 0;[ the

franchisee is not likely t.o be profitable. 1>.5 of this time Peugeot has

captured .a rather small, percentage o,f, the automobile mar-ket.,

Protestor anticipates,that tne proposed location will sell relatively

:few new vehicles and that the gross profit on cach unit sold 1dll be

approximately $600.00. Under these circumstances protestor concludes

that the franchisee may not remain long in business. Ilcwe ve r , he will

manag.e. to create a financial har-d sh i.p for existin[; Peugeot; dealers

and should the. oper-a t i on ul~im3telyterr.linate then customers vdll

be disappointed \-lith r-enpe ct, to tlwir :future service needs.

-)-



v

Rcspono cnt; Pc ugc o t , Inc. is a major importer of the

French m~de 'Peu[;eot automobile. Re,;pondent i~ currently in a

five year expansion pro[;ram a~d will soon h~ve their national

headquarters located in a neWly purcha~ed office building in New

Jersey. New regional offices are being created throur;hout the

country and a substantial increase in advertising effort is contem-

plated. In 1973 respondent sold 3,800 units nationwide. In 1974.

this number was raised to 7,700 and it is projected that 13,800

units will be sold during.~975. Respondent's 3dvertising budget

in ·1973 was 1. 7 million doJ.lars; in 1974 .this was increased to

2.9 million dollars and it is anticipated that approximately 5 million

dollars will be spent for advertising during 1975. In 1973
I

respondent had franchised 200 dealers n~tionally and in 1974 there

wer-e 275 dealers nationally. On' the west coast there wer-e 53

franchised dealerships in 1973 and at the present time there are

~approxiu:2~ely 60 de.alerships on the ~est coast.

VI

~espondent imports one basic model known as. a 504. This

model comes as a sedan and as a stationwagon and more recently a

diesel version of this veh.icle has been introduced. The diesel"

model has thus far been available only in limited quantities.

Peugeot dealers have been successful :in selling the 'disel auto-

mobiles ~hey have been able to obtain.

VII

The Santa Monica marketing area is one \-1hich has been

designated by the Los Angeles .Times in its yearly neVI car sales

analysis. It includes generally the coastal area from Redondo" Beach•
to the Los Angeles County line. Actually,however, this ncirketing

area wouLd extend eomewha t, beyond the Los Anr;eles County .Li.ne ,

A profile of the typiC'll Peur;eot buyer has been prepared and this

prOfile has been compared "lith the popuLat.Lcn resi.ding in the' Sant!!



are many potential customers of the 'Peuceot aut.omobile who re:;icJe

in thi::; particular market inc area. Vehicle recistr.. tions in this

area indicate, however, that t.he number of Pcuge ot, owner-s is

substantially belo>l the normally anticipated Peue;eot registrotion

when compared ..'lith other areas. There is no Peugeot, dea Le r-ah Lp

>lithin this particular marketing area. It is the opinion of

respondent that it must have morket exposure! in this marketing area

in order to achieve an expected market penetration. Respondent does

point out that potential Peugeot O\1ners who reside in the Santa

Monica marketing area may be .r-e Luct.arrt to purchase the Peugeot

automobile unless there is a convenient ~acility which can properly

service the Peugeot automobile. Actually Peugeot registration in

this marketing area has fallen considerably over the past. two years

and the Santa Monica area has been the weakest market for Peugeot

'automobiles in Los Angeles County.

VIII

. Respondent proposes .to franchise 11r. Ralph Cutright at

the subj?ct location. l"r. Cutright has been in the aut.Qmobile business

in the Sant.a 1'lonica community for approximately t\'lenty-two ye ar-s ,

He was. a volkswagen dealer for approxDnately t\'len~y years and he

recently sold this operat.ion. Nr. Cutright· formerly had a B.J-I.vl.

. . dealership at the subject location. His agreement' 'Hith B.H;W.· .' ,
. ' .

, .

however, required that he' obtain a'J.argerfacility.. for the sale qf

that automobile. Hr. Cutright has nov; transferred his B.H.\'/.

franchise to another larger location in Santa Monica and he desires

to use the proposed location I'or the sale 'of th~ Peugeot automobile.

The facility includes fourteen stalls for mechanical service as \'lell,
as four ShowToom spaces for new vehicles. He proposes to employ

"

two i'ull tim~ salesmen plus a sales manacer as well as three

lnechanics and a service mana~er. The anticipated capitalization

will be approximately 5;150,000.00. J.\r. Cut.rLght, docs ndvel"ti:::e in

the Snnta ).Jonicn marketinG arca nnd he does propose to adequ(ltcly

advertise the Peur,eot automobile.
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'Purnuant to t.he forec;oillC; findinGs of fact, the llearillC;

Officer make~ the following determination of issues:

I

It does 'appear that there \vill'be a permanency of

investment. , \Thile an ultimate municipal development may effect the

propo~ed franchise the ultimate development at this point is rather

spe~ulative.

, II

It was not established that there would be any substantial

detrimental ef-feet on the retail motor vehicle business in the

relevant marketing area. There would not be any detrimental 'effect

to the consuming public in the relevant marketing area.

III

It wou'Ld not, be injurious to the public weLf'ar-e -for an

aod.itionai .lra..nciJ.i~t: .Lll

IV

~_ .,.~ ~_""'_'\.".!_"l...._-'

t.-V uc c~ ... a.IJ..L....L."".I.''-'''''''.

It is true that lranchisees or the same line-make are in

general competition throughout Los Angeles County. It does 1101.. appea"

however-,' that there is adequate competition \.'Iithin the partictilar

mar'keting area. At the present time service -facilit5,es, equipment

and supply of vehicle parts and sualified service personnel are

. ' ,

inadequat,e in the par-t f.cu'Lar- marketing area.

v

.. ' .. .

The establishment o[ the proposed franchise would to

some degree increase co~petition and would, there[ore be in the'

public interest.

* '* '* * *
\'llJEREFORE, TilE FOLLO.'1II:G mnSR is hereby, made:

The pr-ot.e st, is overruled. The re~pondent is entitled

to establish the propo~cd [r"nch5:0e.

I
.'

I hereby submit the for"[,oin[: \·:hich
connt Lt.ut.o c J;}Y Pr-opoacd JJcci:::;ioll in
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DAnD: April s, 1975
JA\v:rnh

the a bovc-cc n t Ltl c d !n"tter, <1<; " •

r-c r.oLt. of t.he hr..,,-jIlG had bo J'o r-c rnc :
on )·brch 2'1, 1'/1:', LIt Los Anr.e1",,·,
C"liJorni:J, and recommcnd its
adoption as the decision of the
Ilew I·lot.or Vehicle Boa r-d ,

~ (7Q QGJJIj ~
" )HN A. \'IILLD, lleClrine orricer
o fice or Administrative Hear-Lngs

.....
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