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'STATE OF CALIFORNIA

NEW MOTOR VEHICLE BOARD

In the Matter of the Protests of

'TRENEEL.MOTQRS INC., dba TOYO¢A
_OF EL CAJON, a California
Corporatlon{ and :

Protests No. PR-283-80 - -

ROSE AUTOMOTIVE SERVICES, INC.,
a Califormia Corporation, dba
JOHN A. ROSE IMPORTS

PR-286—80

. Pfotestanﬁs,
- e
TOYOTA MOTOR DISTRiBUTORS, INC. ,

Respoﬁdent.
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DECISION

_ The attached Proposed Dec151on oL the Pdnlnlstratlve"'."nzh
* Law Judge:s hereby adopted by the New.Moror Vehlcle Board as 1ts .

DeClSlon 1n “the above entltled matter

Thls DeClSlon shall ‘become effeclee fO?LthLh.-

X - -
IT is SO ORDERED thls {f? day of Deceﬂocr,.lgao T

/é/// Qﬁ 2 /0 \Q/,,

XATHLEEN O. TURNER
President
New Motor Vehicle Board




JTOXYOTA MOTOR DISTRIBUTORS, INC.,

. 14UL - Zlst Street, Suite 407

Sacramento, California 95814
Telephone: - {(916) 445-1888

STATE OF CALIFORNIA

NEW MOTOR VEHICLE BOARD

In the Matter of the Protests of

TRENFEL MOTORS, INC., dba TOYQOTA
OF EL CAJON, a California
Corporation; and

. Protest Nos. PR-283-80

ROSE AUTOMOTIVE SERVICES, INC.,
a California Corporation, dba
JOHN A. ROSE IMPORTS,

. PR~286-80

Protestants,

VS.

'
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PROCEDURAL BACKGROUND

1. By letter dated October 3, 1980, Respondent, TOYOTA

- MOTOR DISTRIBUTORS, INC., (TMD) , gave notice to TRENFEL MOTORS, INC.,

dba TOYOTA OF EL CAJON, (Toyota of EL Cajon)}, and Rose Automotiée
Services, Inc., dba JOHN'A. ROSE IMPORTS, fRose Imports), of TMD's
intention to relocate LEE WHITE TOYOTA, INC., (White Toyota). White.
?oyota was to be relocated from 2829 El Cajon Blvd., San Diggo,
California to 6826 Federal Roulevard, Lemon Géove, California.

2. Notice was given to thé New Motor Vehicle Board {(Board)

: : 1/
on October 3, 1980, pursuant to Vehicle Code section-3062.~/

1. 2all references are to the California vehicle Code unless
otherwise indicated.



3. Toyota of El Cajon and Rose Imports f£iled
protests with the Board on October 16 and October 19, 1280,
respectively. |

4. On October 24, 1980, White Toyota filed with the

Board a Notice of Appearance as an Interested Party.

5. A Prehearing Conference was held before Sam W.
Jgnnings, Chief Administrative Law Judge of the Board on October:28r
1980, and a hearing was held on Novémber,lo, 11, 18, 19, and 20 |
before Anthony M. Skrocki, Administrafive Law Judge of the Board.

6. Respondent, TMD, was represented by V. Barlow GOEf

of McDhonough, Holland, and Allen. Protestants, Toycta of El Cajon

and Rose Imports were represented by Kenneth J. Murphy, Jr., of Herlihy,

Herlihy, and Murphy. White Toyota was represented as an interested

party by Sidney I. Pilot of Pilot and Spar.

ISSUES PRESENTED

7. Protestants contend there is good cause for nof
allowing White Toyota to relocate for the following reasons:
a} The Protestants' investments are permanent,
and will be adversely affected by the relocation;
b) There will be an adverse effect on the
retail motor vehicle business and the
consuming public in the relevant market
area;
¢) The relocation will be injurious to the public

welfare;.



dﬁ The current franchisees in the
relevant market area are
providing adeguate competition and
convenient consumer care for the
owners of Toyota motor vehicles in
the market area, including adequate
motor vehicle sales and service
facilities, eguipment, supply of
Avehicle‘parts, and qualified service -
personnel;

e) The relocation would not increaseé
competition and therefore woﬁld not
be in the public interest.

FACTS RELATING TO PERMANENCY
" OF ‘INVESTMENT [§3063 (1))

- Toyota of El Cajon

8. George Trenfél has heen a Tqyota déaler:since
1965, He is president and sole stockholder of Toyofa of El
Cajon and is active in the operation of the dealership. His
son, William Trenfel, is also active in the business, presently
‘as general manager and vice-president.
9. George Trenfel moved his Toyoﬁa dealersﬁip to -
El Cajon in 1966 and relocated it to its present locaﬁion on an auto

row in 1967. Toyota of Bl Cajon is a single-line dealership.



10. Toyota of El Cajon's facilities are located on
three separate parcels of property. These parcels are presently
owned by Mr. and Mrs. George Trenfel and are leased to the dealership.
3/

for two years with options to renew for an additional three years.— .

‘11. The parcel formerly owned by one Ballentine was
purchased by the Trenfels on January 25, 1979, for $600,000. Thé
Ballentine property has situated on it the main new car showroom,
service department, body shop, and paint shop as well as a new car
get-ready facility. |

| 12. The Townsend property was purchased by the Trenféls
in December of 1978 at a cost Qf $l97,500. The Towﬁsend property

has situated on it the used car office and new and used car storage.

13. The third parcel was formerly owned by one Marrero
and is referred to as the M & M property. The M & M properity . |
was purchased by the Trenfelshin August of 1977, at a cost of
$225,000. . This property has situated on it the sales office
and additicnal mechanical and éetéil %pace‘as well as a partly
completed structure that is planned to be used for a mechanical
and service department. | ‘

14, The cost of recent improvements to tﬁe deélersﬁié.‘

property was approximately $70,000.
VAV AVAY Va4

2. The parcels were purchased by Mr. and Mrs. Trenfel at various
times and are identified by reference to the names of the prior owners.



Rose Imports

/

15. John Rose has been a Toyota dealer since.iQS7 and
was the fiist.Toyota dealer in the United States. He is the sole.
shareholder of the stock of Rose Imports.. | ‘

16. John Rose is active in the operation of Rose
Imports‘and is president of the corpQration and general manager
of the dealership. Rose Imports has been at its pfesent location
since 1946, and is a single-line dealership.

17. Rose Imports is located on about 8 1/2 acres. John
Rose and his wife 6wn 4 acres and lease the land to Rose Imports. The
remainder of the land is leased from two separate parties. One leésé
is with Alessio Leasing Corporation with about 9 years remaining of
a ten-~year term with two five-year options to renew. .The second 1easé
is frbﬁ Sunset Pools, on a sublease for a seven-year Eérm with almost
the full seven years remaining. | |

18. Rose‘Iméorts' facilities consist of nine buildings.
These include two showrooms, office, parts and service facilities,'and.
a body shop.

19. The land on which the dealership is located is valued
at approximately $750,000 to $850,000 an acre. ‘ |

| 20. -Rose Imporfs has upgraded its facility at the

suggestions of TﬁDE Rbse Imports recently acgquired additional frontage
property at TMD's reguests in order to meet TMD's standards. Appro%imate
$200,000 was expended by Rose Imports to remodel the newly acguired
frontage property.

21, The buildings on the property are insured foi

approximately $400,000.



N

White Toyota

22. White Toyota first madé a determination to
request a relocation to Lemon Grove about three years ago.‘ At
that time, attempts to obtain a lease of suitable property in
Lemon Grove were unsuccessful.

23. Lee White and his wife currently have an option to
purchase property at 6826 Federal Boulevard, Lemon Grove, California.
The pufchase price for the property is 1.5 million dollars.

24, In addition to the land acquisition costs, White
Toyota anticipates spending approximatéiy $600,000 in ordér to get

the dealership operational at the proposed new location.

ABILITY TO PROTESTANTS TO REALIZE
" A PROFIT ON THEIR INVESTMENT -

25. There are currently Volkswagen dealerships in

El Cajon and in Lemon Grove. Both are apparently profifable.

26. Approximately 85% of the business of the Lemon
Grove Volkswagen dealership comes from outside of the E1l Cajon
valley. -
_27. There are currently Ford dealerships in Lemon

Grove, El Cajon, and La Mesa.

VAV AV eV AV



28. During the first ten months of 1980, the wholesalé
supply of Toyota vehicles to the six San Diego metropolitan area
dealersgfincreased by 1,246 units. This represents a 17.5% increase
over the first ten months of 1979.

29. TMD expects that there will be no reduction in
the availability of Toyota vehiéles to the six San Diego metropolitan
area dealers in 1981. |

30. In a metropolitan area, each dealer is assigned
a geographical territory which is called its primary market
area (PMA)E{

31. There is normally a large amount of cross-sellingéf
within a metropolitan market area. In a metropolitan area it.is normal
for more than 40% of an individual dealer's saleé to be made to

customers residing outside of the dealer's PMA.

VAV AVAV AV AV AN

3. The San Diego metropolitan area Toyota dealers consist of
the following six dealers: Toyota of El1 Cajon, El1 Cajon; Rose
Imports, San Diego; White Toyota, San Diego; Douglas Toyota,
Pacific Beach; Frank Motors, National City; Kearny Mesa Toyota, -
Kearny Mesa,

4.,  Primary market areas are geographical areas assigned
to individual dealers within the multiple point market. PMAs
are used to distribute a multiple point's total planning potential
among each of its dealers. PMA boundaries are delineated according
to traffic and shopping patterns, natural geographical barriers,
and cross-sell data for existing Toyota dealerships. ‘

5. Cross-selling is when a dealer sells a vehicle to a customer
located outside of his own PMA.



R 32. The chart below is a comparison of the profitability
of the Protestants, White Toyota, the San Diego metropolitan area
dealers, and the Los Angeles region dealers. The Los Angeles region

Ancludes all of southern Californiz.

No. of vehicles sold in Average gross profit Net pre—tax profit
first 10 months of 13880 per new vehicle-retaill in first 9 months
‘ in first 9 months of o of 1980
of 1980 o {(Entire dealership
o operation)
syota of 757 $1,025 $507,358
L Cajon
yse imports 1600 830 4 634,812
1ite Toyota 1049 933 _ 530,000
L DJiego 7168 o 891% 418,000%
»tropolitan : :

cea Toyota Dealers
>s Angeles C em— | 779% ~ 353,568%
agion :

¥Average per dealer

VAV AV AV AN oV



FACTS RELATING TO THE EFFECT ON THE RETAIL
MOTOR VEHICLE BUSINESS AND THE CONSUMING
PUBLIC IN THE RELEVANT MARKET AREA [§3063 (2)]

33. . In 1978, the Mérket Representation Departﬁent
of'Toyota Motor Sales,‘U.S.A., {TMS),§/conducted a San Diego
Multiple Point Study {(market study) which analyzed the San Diego .
market. | |

34. One factor considered by the TMD Régicnal
Manager, in';ecommending the'approval of the move of White Toyota
tc Lemon Grove-was £hé‘§rojected growth rate in the Lemon Grove
area as indicated in the market study;

| 35. The Lemon Grove market areé includes the Spring
valley aréa, According toltﬁe population-income charts and actual
census tract projections, this area has é rapid growth character- |
istié both in income and in poﬁulation.

36, In its 1978 market study, TMS had designated
the Lemon Grove/Spring Valley area aé a monitored growth area.

This designation mgant that, on the next evalﬁation of the

market area, scheduled for 1982, consideration shbuld.be given to
establishing another dealership in addition to the.exisﬁing

San Diego metropolitan afea dealexs. ’

37. The proposal to relocate White Toyota to. Lemon Grove

- was initiated by White Toyota.- and was not the result of a determination k

TD to establish an additional dealership in the San Diego area.

6. TMS is the parent company of TMD and importé Toyota
vehicles into the. United States. :



38. In 1976, the EL Cajon PMA had_é population of
225,136. The most current information avaiiable to TMD indicates
that the El Cajon PMA has a population of 274,606. |

39. The termination date_of the White Toyota Sales
and Service Agreement with TMD is January of 1981. The agreement
has run for a six year term and discussions have been held over-
the last six to eight months concerning a renewal of the franchise
agreement. |

40. TMD indicated to White Toyota that TMD would not
- renew Whité Toyota's franchise at its current location unless
the facilities were improved and enlarged. However, this is not

possible at its present location due to lack of available land.

FACTS RELATING TO WHETHER THE RELOCATION
WOULD BE INJURIQUS TO PUBLIC WELFARE [§3063 (3)]

41. White Toyota is required to obtain an annual
variance to the residential zoning in.whiéh'it is currently
located. The variance is necessary in order to operate the
service department. The ;ncrease in business of White Toyota's
service department is caﬁsiné'an increase in complainﬁs from the.
neighbors due to the increase in the traffic flow. It is unlikely

that the city will grant further renewals of the variance.

/IS



42, Lee White is also owner of Continental Imports
(Subaru) presently in operation in San Diego.. If White
Toyota moves to the Lemon Grove location,'Lee White plans oh
. relocsting Continental Imports to the El Cajon Boulevard
_premises presently being used by White Toysta. Lee Wﬁite
is hopeful that the city will permit the operation of Continental
Imports at the EliCajon Boulevard lssation without need for as_
anpual zoning'variance. This is because ths Subaru operation
- will be a small low volume operation selling approximately 35 to
40 Subarus per month with a proportionate decrease in service
volume compared to White Toyota.

43. In order to obtain the approval sf the city of
San Diego for the Subafu operation,AContinental Imports will
be required to landscape and fence the property at a cost
of approximstely $45,000 and will lose approximately 25% of
the total land space in attempting to achieve a park-like
appearance. Itvwill be known as Continental Subaru when it.
relocstes.

44, The extent of csmmercial development in the
Lemon Grove area has discouraged location or relocation of
businesses into Lemon Grove in 1379 and 1980; The commercial
area in the Lemon Grove community is approximately 98%
developed or committed. The property to which White Toyota
proposes to move is-commerciaily zoned and would permit the

operation of the dealership.

-~ 11 -



45. Lee White has been a Toyota dealer invSan Dieéo ,
since March of 1970. White Toyota does not utilize a "turn over“z/
system in selling cars because of a belief that it tenés to:
cause confusion in the customer's mind and results in subsequent
problems‘for the dealer.

46. Both Toyota of El Cajon énd Rose Imports utilize
a "turn over" syétem. |

47. The relocation of White Toyota into the city

of Lemon Grove would result in a significant increase in
sale tax revenue to the city. The relocation would also be
beneficial to other businesses that support automobile dealerships
resulting in additional tax revenue and job creétion. This is
important to the city of Lemon Grove since it is approximately
98% developed and anticipates a slow growth rate for the next
five years.

.FACTS RELATING TO WHETHER TOYOTA fRANCHISEES

. IN THE RELEVANT MARKET AREA ARE PROVIDING

ADEQUATE COMPETITION AND CONVENIENT CONSUMER

- CARE FOR THE OWNERS OF TOYOTA VEHICLES IN
THE MARKET AREA INCLUDING VEHICLE SALES AND

SERVICE FACILITIES, EQUIPMENT, SUPPLY OF VEHICLE
PARTS, AND QUALIFIED SERVICE PERSONNEL [§3063 (4)]

" 48. ‘White Toyota is required to turn away ten to
fifteen service customers a day who cannot be accommodated because
of its limited service capabilities.

VAV AV VAV

7. In a "turn over" system, the consumer is initially
met by a "greeter" or a "liner" and then eventually is turned
over to a "closexr". (RT 565)



49. The current White Toyota facility has nineteen
service stalls. Eight of these are used for service, seven
are used for wholesale parts storage and the remainder are
used for new and used car delivery and sale preparation; wash
rack, and front end work. |

' 50. wWhite Toyota has very limited customer parking
space which causes congestion and tends to discoﬁrage‘service'
business. A public alley must be used in order to gain access
to the service department at White Toyota.

Si. Witite Toyota's current faciiity, located on
three-quarters of an acre, is 55 years old, and is considered
to be outdated. A new facility will be built atAthe proposed
location.'. . .

52. The ﬁroposed location has three acres of land
which will provide sufficient capacity for all deparfments
of White Toyota's business, including new and used vehicle
sales and storage, service department, parts.department, and
service customer parking. The proposed location is adjacent
to a freeway with high visibility and easy zccess forx the
public. |

53. Construction plans for the new White Toyota
facility include twenty-seven service stalls.

54, White Toyoté's current fécility meets 53% of the
standards established by TMD.

55. Toyota of El Cajon's facilities come within 98%

of TMD's standards.

- 13 =



56. The_facilities of Rose Imports meet or exceed all
of the standards established by TMD. |

57. There is a distinct physical separation betwéen '
the E1 Cajon Valley and the Lemon Grdve/Spring Valley area to the
southwest.

58. The following figures indicate the driving distances

and times from the points indicated:

Miles ' Time
Present White Toyota ' 11.6 ' 14 min. 50 . secs.
~to Toyota of El Cajon
Proposed ‘White Toyota ' 7.0 11 min. 5 secs.
to Toyota of El Cajon :
Present White Toyota 3.9 6 min. 40 secs.
to Rose Imports
Proposed White Toyota . 5.8 10 min. 50 secs.

to Rose Imports
59. The‘proposed new location for White Toyota 1s

within its o0ld PMA Boundaries.

NI,

- 14 -



FACTS RELATING TO WHETHER THE RELOCATION
WILL INCREASE COMPETITION AND BE IN
" THE PUBLIC INTEREST [§3063 (5)]

60. The figures below indicate the number of small
cars registered during 1980 ({through August) in the San Diego

. metropolitan market area:

Toygta _ 4,218
General Motors 3,824
Ford 3,644
Honda 3,365
Datsun ‘ 3,354
‘'Volkswagen 1,682
Mazda 1,430
Chrysier 862
auc - 215

61. Through June 1980, Toyota registrations in
the PMA assigned to Toyota of El Cajon were below the San Diego

metropolitan area average in penetration for cars and trucks.

62. Through June 1980, Toyota registrations in the
PMA assigned to Roée Imports were above the San Diego metropolitan
area average in penetration for cars and trucks. _.-

63. -The size of the PMA assigned to a dealer does
not affect its allocation of Toyota vehicles. Allocations are
determined‘based upon a dealer's sales performance and inventory

as well as avallability of vehicles for allocation.



64, In addition to the normal dealer allocations,
TMD regional offices have available to them vehicles which are
described as market representation units. These units are intended
to furnish additional inventory to a dealer who undertakes a major
' upgrading or improvement. Improvements which have qualified for
market representation units include: a major‘impfovement of an
existing facility, the construction of a new facility, and a major
changg in the management struéfure of the dealershié.

65. Toyota of E1l Cajon and Rose Impbrts have both

received market representation units within the last two years.

66. Assuming White Toyota relocates, it is anticipated
that the dealership would gqualify for market represenﬁétion units
in addition to its allocation. In'tﬁe past,; such additional
allocations have amounted to as manf as 100 vehicles a month for a
period of three months.

67. The market representation units are not taken
out of the region's normal allocation.

68. The establishment of White Toyota at thé proposed
location would place:White Toyota, Toyota of El Cajon, and Rose
Imports all within approximately ten minutes driving time of each
other. | |

69. The present White Toyota location isvconsidéred
to be in a declining'area of San biego. The area is also considered
to have a limited potential fof growth. The proposed location is in

a market area which continues to grow.

VAV AV AV YAV,
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" DETERMINATION OF ISSUES

Protestants have failed to establish that there

is good cause for not relocating White Toyota.

(a)

(b)

(c)

(a)

VAV AV AV VAV AV

Protestants established that their
investments are permanent, but.failed

to establish that their investments will
be adversely effected by theprelocation.
Protestants failed to establish that the
relocation will have an adverse effect‘on
the retail motor vehicle business and tﬂe
éonsu@ing public in the relevaqt.market
area. |
Protestants failéd to establish that the
relocation will be injurious.tb,the public
welfare.-

Protestants failed to establish that there
is adeguate competition and convenient
consumer care for the ownersAof‘$oyota
motoxr vehicies in the market area including
adequate motor vehicle sales and service

facilities, eguipment, supply of vehicle

- parts, and gualified service personnel.

~ 17 -~



(e) Protestants failed to establish that the
relocation would not increase competition and
fFailed to establish that the relocation would

not be in the public interest.

k %k Kk % Kk Kk K & Kk Kk %k Kk % k k %k * * K ¥ &

The following proposed decision is respectfully submitted:
The protests are overruled. TMD is permitted to relocate

White Toyota.

I hereby submit the foregoing
which constitutes my proposed
decision in the above-entitled
matter, as a result of a hearing
had before me on the. above dates
at Sacramento, California, and
recommend its adoption as the
decision of the New Motor
Vehicle Board.

Dated: PECEMRER /6 /970

“ANTHONY M. SKROCKI
Administrative Law Judge

New Motor Vehicle Board
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