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The Federal Trade Comm ssion having initiated an
investigation of certain acts and practices of Herb Gordon Auto
VWrld, Inc. dba Herb Gordon Auto Wrld, Herb Gordon Dodge, Herb
Gordon Mercedes-Benz, Herb Gordon N ssan, Herb Gordon A dsnobil e,
Herb Gordon Vol vo, and Herb Gordon Used Cars, a corporation,
(hereinafter sonetines referred to as "proposed respondent” or
"respondent”) and it now appearing that proposed respondent is
wlling to enter into an agreenent containing an order to cease
and desist fromthe use of the acts and practices being
i nvesti gat ed,

| T 1S HEREBY AGREED by and between proposed respondent, its
attorney, and counsel for the Federal Trade Comm ssion that:

|. Herb Gordon Auto World, Inc. dba Herb Gordon Auto Vorl d,
Her b Gordon Dodge, Herb Gordon Mercedes-Benz, Herb CGordon N ssan
Herb Gordon d dsnobile, Herb Gordon Vol vo, and Herb Gordon Used
Cars, is a corporation organi zed, existing, and doi ng busi ness
under and by virtue of the laws of the State of Delaware, wth
its principal office and place of business |ocated at 3121- 3161
Autonobile Blvd., Silver Spring, Mryland 20904. Proposed
respondent admts all the jurisdictional facts set forth in the
draft conpl aint here attached.

2. Proposed respondent wai ves:
a. Any further procedural steps;
b. The requirenent that the Comm ssion's decision

contain a statenent of findings of fact and
concl usi ons of |aw,



c. Al rights to seek judicial review or otherw se
to challenge or contest the validity of the order
entered pursuant to this agreenent; and

d. Al clains under the Equal Access to Justice Act.

3. This agreenent shall not becone part of the public
record of the proceeding unless and until it is accepted by the
Comm ssion. If this agreenment is accepted by the Conmssion, it,
together with the draft of the conplaint contenpl ated thereby,
will be placed on the public record for a period of sixty (60)
days and information in respect thereto publicly rel eased. The
Comm ssion thereafter nmay either withdraw its acceptance of this
agreenent and so notify the proposed respondent, in which event
it will take such action as it nay consider appropriate, or issue
and serve its conplaint (in such formas the circunstances nay
require) and decision, in disposition of the proceedi ng.

4. This agreenent is for settlenent purposes only and does
not constitute an adm ssion by proposed respondent that the | aw
has been violated as alleged in the draft of the conplaint here
attached or that the facts alleged in the attached draft
conplaint, other than the jurisdictional facts, are true.

5. This agreenent contenplates that, if it is accepted by
the Commssion, and if such acceptance is not subsequently
w t hdrawn by the Comm ssion pursuant to the provisions of Section
2.34 of the Commssion's Rules, the Comm ssion may, wthout
further notice to the proposed respondent, (a) issue its
conpl aint corresponding in formand substance with the draft of
the conplaint here attached and its decision containing the
followi ng order to cease and desist in disposition of the
proceedi ng and (b) nake information public in respect thereto.
Wen so entered, the order to cease and desi st shall have the
sane force and effect and nay be altered, nodified, or set aside
in the same manner and within the sane time provided by statute
for other orders. The order shall becone final upon service.
Delivery by the U S Postal Service of the conplaint and deci sion
containing the agreed-to order to proposed respondent's addresses
as stated in this agreenent shall constitute service. Proposed
respondent waives any right it nmay have to any ot her nmanner of
service. The conplaint may be used in construing the terns of
the order, and no agreenent, understanding, representation, or
interpretation not contained in the order or the agreenent may be
used to vary or contradict the terns of the order.

6. Proposed respondent has read the proposed conpl aint and
order contenpl ated hereby. Proposed respondent understands that
once the order has been issued, it will be required to file one
or nore conpliance reports showing that it has fully conplied



with the order. Proposed respondent further understands that it
may be liable for civil penalties in the amount provided by | aw
for each violation of the order after it becomes final.

CRDER

DEFI NI TI ONS

"Qearly and conspi cuously" as used herein shall mean:

(a) In atelevision or videotaped advertisenent, the
requi red di scl osures nade in the audi o portion of
the advertisenment shall be delivered in a vol une,
cadence and | ocation, and for a duration, as to be
readily noticeabl e, hearabl e and conprehensible to
an ordinary consuner. The required disclosures
made in the video portion of the advertisenent
shal | appear on the screen in a size, shade,
contrast, promnence and | ocation, and for a
duration, as to be readily noticeabl e, readabl e

and conprehensi ble to an ordinary consuner.

(b) In aradio advertisenent, the required discl osures
shal|l be delivered in a volune, cadence and
| ocation, and for a duration, as to be readily
noti ceabl e, hearabl e and conprehensible to an
ordi nary consuner.

(c¢) Inaprint advertisenment (including but not
limted to nail solicitations), the required
di scl osures shall appear in a size, shade, contrast, prom nence
and location as to be readily noticeabl e, readable and
conprehensi bl e to an ordi nary consuner.

Not hing contrary to, inconsistent with or in mtigation of
the required disclosures shall be used in any adverti senent.

| T 1S CRDERED that respondent Herb Gordon Auto Wrld, Inc.
dba Herb Gordon Auto World, Herb Gordon Dodge, Herb Gordon
Mer cedes-Benz, Herb CGordon N ssan, Herb Gordon d dsnobile, Herb
Gordon Vol vo, and Herb CGordon Used Cars, a corporation, its
successors and assigns, and its officers, agents,
representatives, and enpl oyees, directly or through any
corporation, subsidiary, division, or any other device, in
connection with any adverti sement to pronote directly or
indirectly any extension of consuner credit, as "adverti senent"
and "consuner credit" are defined in the Truth in Lendi ng Act

("TILA"), 15 U S C §§ 1601-1667, as anended, and its



i npl ementing Regulation Z, 12 CF. R § 226, as anmended, do
forthwith cease and desist from

A Msrepresenting in any manner, directly or by
inplication, the terns of financing the purchase of a vehicle,
including but not limted to whether there nay be a ball oon
paynment or second series of installnent paynents, and the anount
of any bal |l oon paynent or the nunber and anount of any second
series of installnment paynents.

B. Stating any nunber or anount of payment(s) required to
repay the debt, w thout stating accurately, clearly and
conspi cuously, all of the terns required by Regulation Z, as
foll ows, and as anended:

(1) the anount or percentage of the downpaynent;

(2) the terns of repaynent, including the anount of any
bal | oon paynment, or the nunber and anount of any second
series of installnment paynents; and

(3) the annual percentage rate, using that termor the
abbreviation "APR " |f the annual percentage rate nay

be i ncreased after consummation of the credit transaction
that fact nust al so be discl osed.

(Section 144(d) of the TILA 15 U S. C § 1664(d), as anended, and
Section 226.24(c) of Regulation Z, 12 CF. R § 226.24(c), as
amended, as nore fully set out in Section 226.24(c) of the

Federal Reserve Board's Oficial Staff Comrentary to Regulation Z
(hereinafter referred to as "Commentary"), 12 CF. R § 226. 24(c),
Supp. 1, as anended).

C Stating the amount or percentage of any downpaynent, the
nunber of paynents or period of repaynent, the anmount of any
paynment or the amount of any finance charge, wi thout stating,
clearly and conspicuously, all of the terns required by
Regul ation Z, as follows, and as anmended:

(1) the anount or percentage of the downpaynent;

(2) the terns of repaynent, and

(3) the annual percentage rate, using that termor the
abbreviation "APR " |f the annual percentage rate nay be

i ncreased after consummati on of the credit transaction,
that fact nust al so be di scl osed.

(Section 144(d) of the TILA 15 U S. C § 1664(d), as anended, and



Section 226.24(c) of Regulation Z, 12 CF. R § 226.24(c)), as
amended, as nore fully set out in Section 226.24(c) of the

Commentary, 12 CF. R § 226.24(c), Supp. 1, as anended).

D. Stating a rate of finance charge w thout stating the
rate as an "annual percentage rate" using that termor the
abbreviation "APR " as required by Regulation Z. |If the annual
percentage rate nmay be increased after consummation, the
advertisement shall state that fact. The advertisenent shall not
state any other rate, except that a sinple annual rate or
periodic rate that is applied to an unpaid bal ance may be stated
in conjunction with, but not nore conspi cuously than, the annual
per cent age rate.

(Section 144(c) of the TILA 15 U S C § 1664(c), as anended, and
Section 226.24(b) of Regulation Z, 12 CF. R § 226.24(b), as
amended, as nore fully set out in Section 226. 24(b) of the
Comentary, 12 CF. R § 226.24(b), Supp. 1, as anended).

E. Failing to state only those terns that actually are or
wll be arranged or offered by the creditor, in any adverti senent
for credit that states specific credit terns, as required by
Regul ation Z.

(Section 142 of the TILA 15 U S C § 1662, as anended, and

Section 226.24(a) of Regulation Z, 12 CF.R § 226.24(a), as
amended) .

F. Failing to conply in any other respect with Regulation Z
and the TI LA

(Regulation Z, 12 CF. R § 226, as anended, and the TILA 15
US C §§ 1601-1667, as anended).

| T 1S ORDERED that respondent, its successors and assigns,
and its officers, agents, representatives, and enpl oyees,
directly or through any corporation, subsidiary, division, or any
ot her device, in connection with any advertisenent to aid,
pronote or assist directly or indirectly any consuner |ease, as
"advertisenent” and "consuner |ease" are defined in the Consuner

Leasing Act ("CLA"), 15 U S C § 1667-1667e, as anmended, and its

i npl enenting Regulation M 12 CF. R § 213, as anended, do
forthwith cease and desist from

A Msrepresenting in any manner, directly or by
inplication, the costs or terns of |easing a vehicle.



B. Stating th e anount of any paynent, the nunber of
requi red paynents, or that any or no downpaynent or other paynent
is required at consummation of the |ease, unless all of the
following itens are disclosed, clearly and conspi cuously, as
applicable, as required by Regulation M as amended:

(1) that the transaction advertised is a | ease;

(2) the total anobunt of any paynent such as a security
deposit or capitalized cost reduction required at the
consunmati on of the |ease, or that no such payments

are required;

(3) the nunber, anounts, due dates or periods of
schedul ed paynents and the total of such paynents
under the |ease;

(4) a statenent of whether or not the | essee has the
option to purchase the | eased property and at what
price and tine (the nethod of determning the price
may be substituted for disclosure of the price); and

(5 a statenent of the amount or method of determ ning
the anount of any liabilities the | ease i nposes upon
the |l essee at the end of the termand a statem ent
that the | essee shall be liable for the difference,

if any, between the estinmated val ue of the | eased
property and its realized value at the end of the

lease term if the | essee has such liability.

For all |ease advertisenents, respondent may conply with the
requi renents of this subparagraph by utilizing Section 184(a) of

the QLA 15 U S C § 1667c(a), as anended by Title Il, Section
2605 of the Omi bus Consol i dated Appropriations Act for Fi scal
Year 1997 ("QOmibus Act"), Pub. L. No. 104-208, 110 Stat. 3009,
---- (Sept. 30, 1996) (to be codified at 15 U S. C § 1667c(a))
("Section 184(a) of the revised CLA'), as anended, or by
utilizing Section 213.7(d) of revised Regulation M 61 Fed. Reg.
52246, 52261 (Cct. 7, 1996) (to be codified at 12 CF. R

§ 213.7(d)) ("revised Regulation M), as anended. For radio

| ease advertisenents, respondent nmay al so conply with the

requi renents of this subparagraph by utilizing Section 184(b) of
the QLA 15 U S C § 1667c(b), as anended by Title Il, Section
2605 of the Qmibus Act (to be codified at 15 U S. C § 1667c(c))
("Section 184(c) of the revised CLA'), as anended, or by
utilizing Section 213.7(f) of revised Regulation M(to be

codified at 12 CF. R § 213.7(f)), as anended. For television



| ease advertisenents, respondent nmay al so conply with the
requi renents of this subparagraph by utilizing Section 213.7(f)
of revised Regulation M as anended.

(Sections 184(a)-(b) of the CLA 15 U S C §§ 1667c(a)-(b), as
amended, and Section 213.5(c) of Regulation M 12 CF. R

§ 213.5(c), as anended).

C Stating that a specific | ease of any property at
specific amounts or terns is available unless the | essor usually
and customarily leases or will |ease such property at those
anmounts or terns, as required by Regulation M

(Section 213.5(a) of Regulation M 12 CF. R § 213.5(a), as
anmended) .

D. Failing to conply in any other respect with Regulation M
and the CLA

Respondent may conply with the requirenments of this subparagraph
by utilizing revised Regulation M 61 Fed. Reg. 52246 (Cct. 7,

1996) (to be codified at 12 CF. R § 213), as anended.

(Regulation M 12 CF. R § 213, as anended, and the QLA 15
US C §§ 1667-1667e, as anended).

| T 1S FURTHER CRDERED t hat respondent, its successors and
assigns shall distribute a copy of this order to any present or
future officers, agents, representatives, and enpl oyees havi ng
responsibility with respect to the subject natter of this order
and secure from each such person a signed statenment acknow edgi ng
recei pt of said order.

V.

| T 1S FURTHER CRDERED t hat respondent, its successors and
assigns shall pronptly notify the Conmssion at least thirty (30)
days prior to any proposed change in the corporate entity such as
di ssol ution, assignnent, or sale resulting in the energence of a
successor corporation, the creation or dissolution of
subsi diaries, or any other change in the corporati on whi ch nay
affect conpliance obligations arising out of the order.

V.

| T 1S FURTHER CRDERED that for five years after the date of
service of this order respondent, its successors and assigns



shall maintain and upon request nake available all records that
w |l denonstrate conpliance with the requirenments of this order

V.

| T 1S FURTHER CRDERED t hat respondent, its successors and
assigns shall, within sixty (60) days of the date of service of
this order, file wth the Commssion a report, in witing,
setting forth in detail the manner and formin which it has
conplied with this order

V.

| T 1S FURTHER CRDERED that this order will termnate twenty
years fromthe date of its issuance or twenty years fromthe nost
recent date that the United States or the Federal Trade
Comm ssion files a conplaint (with or without an acconpanyi ng
consent decree) in federal court alleging any violation of the
order, whichever cones |later; provided, however, that the filing
of such a conplaint will not affect the duration of:

A Any paragr aph in this order that termnates in |ess
than twenty years;

B. This order's application to any respondent that is not
named as a defendant in such conplaint; and

C. This order if such conplaint is filed after the order
has term nated pursuant to this paragraph.

Provided further, that if such conplaint is dismssed or a
federal court rules that the respondent did not violate any

provi sion of the order, and the dismssal or ruling is either not
appeal ed or upheld on appeal, then the order will term nate
according to this paragraph as though the conpl aint was never
filed, except that the order will not termnate between the date
such conplaint is filed and the later of the deadline for
appeal i ng such dismssal or ruling and the date such di smssal or
ruling is upheld on appeal .

Signed this day of , 1996.
FEDERAL TRADE COW SSI ON HERB GORDON AUTO WERLD, | NC.
dba Herb Gordon Auto Worl d,
Her b Gordon Dodge,
Herb CGordon Mercedes-
Benz,
Herb Gordon N ssan
Herb Gordon d dsnobil e,
Herb Gordon Vol vo, and




Carol e L. Reynol ds
Counsel for the Federal
Trade Conm ssi on

Beverly Childs, Investigator
Federal Trade Conm ssion

APPROVED:

Davi d Medi ne
Associ ate D rector
for Cedit Practices

Joan Z. Bernstein
D rector

Bureau of Consuner Protection

Herb Gordon Used Cars

'Thonas CGor don, Presi dent
Herb CGordon Auto World, Inc.

CBER, KALER, R MES & SHRI VER
Attorneys for Respondent
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COVPLAI NT

The Federal Trade Comm ssion, having reason to believe that
Herb Gordon Auto Wirld, Inc. dba Herb Gordon Auto World, Herb
Cordon Dodge, Herb Gordon Mercedes-Benz, Herb Gordon N ssan, Herb
Gordon A dsnobile, Herb Gordon Vol vo, and Herb Gordon Used Cars,
a corporation, ("respondent”) has violated the Truth in Lending

Act ("TILA"), 15 U S C  §§ 1601-1667, as anended, and its
i npl ementing Regulation Z, 12 CF. R § 226, as anended, the
Consuner Leasing Act ("CLA"), 15 U S C §§ 1667-1667e, as

amended, and its inplenmenting Regulation M 12 CF. R § 213, as
amended, and the Federal Trade Comm ssion Act ("FTC Act"), 15

US C §§ 45-58, as anended, and it appearing to the Conm ssion
that a proceeding by it in respect thereof would be in the public
interest, hereby issues this conplaint and all eges:

PARAGRAPH ONE: Herb Gordon Auto World, Inc. dba Herb Gordon
Auto World, Herb Gordon Dodge, Herb Gordon Mercedes-Benz, Herb
Gordon N ssan, Herb Gordon d dsnobile, Herb Gordon Vol vo, and
Herb Gordon Used Cars, is a corporation organi zed, existing, and
doi ng busi ness under and by virtue of the |laws of the State of
Del anare, with its principal office and place of business |ocated
at 3121-3161 Autonobile Blvd., Silver Spring, Mryland 20904.

PARAGRAPH TWO. I n the ordinary course and conduct of its
busi ness, and at |east since January 1, 1994, respondent has been
engaged in the dissemnation of advertisenents that pronote,
directly or indirectly, credit sales and ot her extensions of
ot her than open end credit in consuner credit transactions, as
the terns "advertisenent,” "credit sale,” and "consuner credit,"
are defined in the TILA and Regulation Z. In the ordinary course



and conduct of its business, and at |east since January 1, 1994,



respondent has been engaged in the di ssemnation of
advertisenments that pronote, directly or indirectly, consuner

| eases, as the terns "advertisenent,"” and "consuner |ease," are
defined in the CLA and Regul ati on M

PARAGRAPH THREE: The acts and practices of respondent
alleged in this conplaint have been and are in or affecting
commerce, as "commerce" is defined in the FTC Act.

COUNT ONE

PARAGRAPH FOUR  Respondent, in the course and conduct of
its business, in nunerous instances including but not limted to
Exhibit A has dissemnated or caused to be dissemnated print
advertisenments that state initial, |ow nonthly paynment anounts,
such as "$163" per nonth, and pronote the "luxury of |ow
paynents" ("CGold Key Plus advertisenents"). In fine print,
respondent’'s Gold Key Plus advertisenents, inter alia, state an
initial nunber of paynents, a downpaynent and anot her anount
descri bed as a "purchase option." Respondent's Gold Key Pl us
adverti sements msrepresent that the additional anmount is
optional and fail to disclose that the financing to be signed at
pur chase requires the consuner to nmake a substantial ball oon
paynment at the conclusion of the initial paynents, which is a
nmandat ory obl i gati on.

PARAGRAPH FI VE: Respondent's aforesaid practice constitutes
a deceptive act or practice, in violation of Section 5(a) of the

FTC Act, 15 U.S.C. § 45(a).
COUNT TVWD

PARAGRAPH SI X Respondent, in the course and conduct of its
busi ness, in nunerous instances including but not limted to
Exhibit A has dissemnated or caused to be di ssemnated Gol d Key
Pl us advertisenents that state initial, |ow nonthly paynent
amounts and pronote the "luxury of |ow paynents.” In fine print,
respondent’'s Gold Key Plus advertisenents, inter alia, state an
initial nunber of paynments, a downpaynent and anot her anount
descri bed as a "purchase option." Respondent's Gold Key Pl us
advertisenments fail to accurately state the terns of repaynent,
by failing to disclose that the additional anount is a fina
paynent and by inaccurately stating that the anmount is optiona
when, in fact, it is mandatory, based on the financing to be
signed at purchase.

PARAGRAPH SEVEN  Respondent's aforesaid practice viol ates
Section 144(d) of the TILA 15 U S.C § 1664(d), and
Section 226.24(c) of Regulation Z, 12 CF. R § 226. 24(c).



OCOUNT THREE

PARAGRAPH El GHT: Respondent, in the course and conduct of
its business, in nunmerous instances including but not limted to
Exhibit A has dissemnated or caused to be dissemnated Gol d Key
Plus advertisenents, inter alia, that state initial, |ow nonthly
paynment anmounts and pronote the "l uxury of |ow paynments.”
Respondent's Gold Key Plus advertisenents fail to disclose the
annual percentage rate for the financing, using that termor the
abbreviati on "APR'.

PARAGRAPH NI NE:  Respondent's aforesaid practice constitutes
a deceptive act or practice, in violation of Section 5(a) of the

FTC Act, 15 U S.C § 45(a), and a violation of Section 144(d) of
the TILA, 15 U S C § 1664(d) and Section 226.24(c) of Regul ation
Z, 12 CF. R § 226.24(c).

CONT FOUR

PARAGRAPH TEN Respondent, in the course and conduct of its
busi ness, in nunerous instances including but not limted to
Exhibit A has dissemnated or caused to be dissemnated Gol d Key
Pl us advertisenents that state initial, |ow nonthly paynent
amounts and boldly pronmote the "luxury of |ow paynents.” In fine
print, respondent's Gold Key Plus advertisenents, inter alia,
state an initial nunber of payments, a downpaynent and anot her
amount described as a "purchase option" (the "disclainer”). The
di sclaimer in respondent's Gold Key Plus advertisenents is
virtual Iy unreadabl e and i nconprehensi bl e to ordi nary consumners
because of the extrenely small typesize and is not clear and
conspi cuous.

PARAGRAPH ELEVEN  Respondent's aforesaid practice
constitutes a deceptive act or practice, in violation of

Section 5(a) of the FTC Act, 15 U S.C § 45(a) and a violation of

Section 226.24 of Regulation Z, 12 CF. R § 226.24, as nore fully
set out in Section 226.24-1 of the Federal Reserve Board's
Cficial Staff Coomentary to Regulation Z ("Comrentary"), 12

C.F.R § 226.24-1, Supp. 1.
COUNT FI VE

PARAGRAPH TWELVE: Respondent, in the course and conduct of
its business, in nunerous instances including but not limted to
Exhibits B-1, B-2 and B-3, has dissem nated or caused to be
di ssem nated print advertisenents that boldly state "$95 down



with low nonthly paynments for the first 12 nonths" and radi o and
tel evised advertisenents that boldly state "$95 down and paynents
as low as $155 a nmonth for the first 12 nonths" ("Drive For 95
advertisenments"). Respondent's Drive For 95 print, radio and

tel evised advertisenents al so state various initial, |ow nonthly
paynent amounts, such as "$155" a nonth. Thereafter,
respondent's Drive For 95 print, radio and tel evi sed
advertisenents, inter alia, state "bal ance of 48 paynents wll be
hi gher than 1st 12 nont hs™ and "cost per $1, 000 borrowed $20.52."
Respondent's Drive For 95 advertisenments m srepresent and fail
to accurately disclose the anmount of the second series of

instal | nent paynents required at the conclusion of the initial
paynents, based on the financing to be signed at purchase.

PARAGRAPH TH RTEEN Respondent's aforesai d practice
constitutes a deceptive act or practice, in violation of

Section 5(a) of the FTC Act, 15 U S.C § 45(a).
COUNT Sl X

PARAGRAPH FOURTEEN: Respondent, in the course and condu ct
of its business, in numerous instances including but not limted
to Exhibits B-1, B2 and B-3, has dissem nated or caused to be
di ssemnated Drive For 95 print advertisenents that state "$95
down with low nonthly paynents for the first 12 nonths" and Drive
For 95 radio and tel evised advertisenents that state "$95 down
and payments as | ow as $155 a nonth for the 1st 12 nonths."
Respondent's Drive For 95 print, radio and tel evi sed
advertisenments also state various initial, |ow nonthly paynent
amounts, such as "$155" a nonth. Thereafter, respondent's Drive
For 95 print, radio and tel evised adverti senents, inter alia,
state "bal ance of 48 paynents wll be higher than 1st 12 nont hs”
and "cost per $1,000 borrowed $20.52." Respondent's Drive For 95
advertisenments fail to accurately disclose the terns of
repaynment, by failing to accurately state the anount of the
second series of installment paynments required at the concl usion
of the initial paynents, based on the financing to be signed at
pur chase.

PARAGRAP H FI FTEEN  Respondent's aforesaid practice viol ates
Section 144(d) of the TILA 15 U S.C § 1664(d), and
Section 226.24(c) of Regulation Z 12 CF. R § 226. 24(c).

OOUNT SEVEN

PARAGRAPH SI XTEEN. Respondent, in the course and conduct of
its business, in nunerous instances including but not limted to
Exhibits B-1, B-2 and B-3, has dissem nated or caused to be
di ssemnated Drive For 95 print advertisenents that state "$95
down with low nonthly paynents for the first 12 nonths" and Drive



For 95 radio and tel evi sed advertisenents that state "$95 down
and $155 a nmonth for the 1st 12 nonths." Respondent's Drive For
95 print, radio and tel evised advertisenents al so state vari ous
initial, lownonthly paynment anounts. In fine print in the print
advertisenments, in fine print for a short duration in the

tel evised advertisenents, and orally for a short duration in the
radi o advertisenents, respondent's Drive For 95 advertisenents,
inter alia, state "bal ance of 48 paynents w Il be higher than 1st
12 nonths,™ "cost per $1,000 borrowed $20.52," and an annual
percentage rate (the "disclainmer"”). The disclainer in
respondent’'s Drive For 95 advertisenents is virtually

i nconprehensible to ordinary consuners and is not clear and
conspi cuous because of the small typesize in the print and

tel evised adverti senents and because of the short duration in the
radi o and tel evised adverti senents.

PARAGRAPH SEVENTEEN  Respondent's af oresai d practice
constitutes a deceptive act or practice, in violation of Section

5(a) of the FTC Act, 15 U S. C § 45(a), and a violation of

Section 226.24 of Regulation Z, 12 CF. R § 226.24, as nore fully
set out in Section 226.24-1 of the Commentary, 12 CF. R

§ 226.24-1, Supp. 1.
COUNT El GHT

PARAGRAPH El GHTEEN  Respondent, in the course and conduct
of its business, in nunerous instances has di ssem nated or caused
to be dissem nated advertisenments that state the anount or
per cent age of any downpaynent, the nunber of paynents or period
of repaynent, or the amount of any paynent, but fail to state all
of the terns required by Regulation Z, as follows: the amount or
per cent age of the downpaynent, the terns of repaynent, and the
annual percentage rate, using that termor the abbreviation
" APR "

PARAGRAPH NI NETEEN  Respondent's aforesai d practice
violates Section 144(d) of the TILA 15 U S. C § 1664(d), and
Section 226.24(c) of Regulation Z 12 CF.R § 226. 24(c).

COUNT N NE

PARAGRAPH TVENTY: Respondent, in the course and conduct of
its business, in numerous instances has di ssemnated or caused to
be di ssem nated advertisenments that state the amount of any
paynment, the nunber of required paynents, or that any or no
downpaynent or other paynment is required at consummati on of the
| ease, but fail to state all of the terns required by Regul ation
M as applicable and as follows: that the transacti on adverti sed
is a lease; the total amount of any paynment such as a security



deposit or capitalized cost reduction required at the
consummation of the | ease or that no such paynents are required;
t he nunber, anount, due dates or periods of schedul ed paynents,
and the total of such paynents under the | ease; a statenent of
whet her or not the | essee has the option to purchase the | eased
property and at what price and tinme (the method of determ ning
the price nay be substituted for disclosure of the price); and a
statenent of the anount or nethod of determning the anmount of
any liabilities the | ease i nposes upon the | essee at the end of
the term

PARAGRAPH TWENTY-ONE:  Respondent's aforesaid practice
violates Section 184 of the LA 15 U S C § 1667c, and
Section 213.5(c) of Regulation M 12 CF. R § 213.5(c).

For these reasons, the Federal Trade Comm ssion this -----
day of ------ , 1997, has issued this conplai nt agai nst
respondent .

By the Conm ssion.

SEAL

Donald S. dark
Secretary

[Exhibits A and Bl are attached to paper copies of the conplaint,
but are not available in electronic form while Exhibit B2 is an
audi o tape and Exhibit B3 is a videotape. ]



Anal ysi s of Proposed Consent
O der to Ald Public Comment

The Federal Trade Comm ssion has accepted an agreenent to a
proposed consent order fromrespondent Herb Gordon Auto, Inc. dba
Herb Gordon Auto World, Herb Gordon Dodge, Herb Gordon Mercedes-
Benz, Herb Gordon N ssan, Herb Gordon A dsnobile, Herb CGordon
Vol vo and Herb Gordon Used Cars.

The proposed consent order has been placed on the public
record for sixty (60) days for reception of comrents by
interested persons. Comments received during this period will
becone part of the public record. After sixty (60) days, the
Comm ssion will again review the agreenent and the comments
received and w Il decide whether it should w thdraw fromthe
agreenent or nake final the agreenent's proposed order

The conpl aint alleges that respondent Herb Gordon Auto has
di ssemnated or caused to be di ssem nated advertisenents that
state initial [ow nonthly paynent anounts and pronote the "l uxury
of |ow paynents” and in fine print, inter alia, state an initial
nunber of payments, a downpaynent and anot her anount described as
a "purchase option" ("Gold Key Plus" advertisenents). The
conplaint alleges that the Gold Key Plus advertisenents
m srepresent that the additional anmount is optional and fail to
di scl ose that the financing to be signed at purchase requires the
consuner to nake a substantial balloon paynent at the concl usion
of the initial paynents, which is a nmandatory obligation, and
that respondent, therefore, has engaged in a deceptive act or
practice in violation of Section 5(a) of the Federal Trade
Comm ssion Act ("FTC Act"). The conplaint also alleges that the
ol d Key Plus advertisenents fail to accurately state the terns
of repaynment, by failing to disclose that the additional anount
is a final paynment and by inaccurately stating that the anount is
optional when, in fact, it is nmandatory based on the financing to
be signed at purchase, in violation of the Truth in Lendi ng Act
("TILA") and Section 226.24(c) of Regulation Z  The conpl ai nt
also alleges that the Gold Key Plus advertisenents fail to
di scl ose the annual percentage rate for the financing, using that
termor the abbreviation "APR " in violation of the TILA and
Section 226.24(c) of Regulation Z and that this is a deceptive
act or practice in violation of Section 5(a) of the FTC Act.

The conplaint also alleges that respondent Herb Gordon Auto
has di ssem nated or caused to be di ssem nated adverti senents

! In this Analysis to Aid Public Conment, Herb Cordon
Auto, Inc. dba Herb Gordon Auto Wrld, Herb Gordon Dodge, Herb
Cordon Mercedes-Benz, Herb Gordon N ssan, Herb Gordon A dsnobil e,
Herb Gordon Vol vo and Herb Gordon Used Cars are referred to
col l ectively as "respondent Herb Gordon Auto" or "respondent.™



that state a | ow downpaynent and initial |ow nonthly payment
amounts and thereafter, inter alia, state that the "bal ance of 48
paynents will be higher than 1st 12 nonths" and "cost per $1, 000
borrowed $20.52" ("Drive for 95" advertisenents). The conpl ai nt
alleges that the Drive for 95 advertisenments m srepresent and
fail to accurately disclose the anount of the second series of
instal | nent paynents required at conclusion of the initia
paynents, based on the financing to be signed at purchase, and
that respondent, therefore, has engaged in a deceptive act or
practice, in violation of Section 5(a) of the FTC Act. The
conplaint also alleges that the Drive for 95 adverti senents,
inter alia, fail to accurately state the terns of repaynent, by
failing to accurately disclose the amount of the second series of
instal |l nent paynents required at conclusion of the initia
paynents, based on the financing to be signed at purchase, in
violation of the TILA and Section 226.24(c) of Regul ation Z

The conplaint also alleges that in fine print in the Gld
Key Plus advertisenents, respondent's advertisenments state an
initial nunber of paynments, a downpaynent and anot her anount
described as a "purchase option" (the "disclainer"”). The
conplaint also alleges that in fine print (print), in fine print
for a short duration (television) and orally for a short duration
(radio) in the Drive for 95 adverti senents, respondent's
advertisenents, inter alia, state "bal ance of 48 paynents wll be
hi gher than 1st 12 nmonths,™ and "cost per $1, 000 borrowed
$20.52," and an annual percentage rate (the "disclaimer"). The
conplaint also alleges that the disclainer in respondent's Gold
Key Plus advertisenents is virtually unreadabl e and
i nconprehensible to ordinary consuners and is not clear and
conspi cuous because of the small typesize. The conplaint also
alleges that the disclainmer in respondent's Drive for 95
advertisenments is virtually inconprehensible to ordinary
consuners and is not clear and conspi cuous because of the snall
typesize in the print and tel evised advertisenents and because of
the short duration in the radio and tel evised adverti senents.
The conplaint further alleges that respondent's aforesaid
practices in connection with the disclainmers inits Gold Key Plus
and Drive for 95 advertisenents constitute deceptive practices in
violation of Section 5(a) of the FTC Act and viol ations of the
TI LA and Section 226.24(c) of Regulation Z as nore fully set out
in Section 226.24-1 of the (ficial Staff Commentary to
Regul ation Z.

The conplaint also alleges that respondent Herb Gordon Auto
has di ssemnated or caused to be di ssem nated adverti senents
that state the anmount or percentage of any downpaynent, the
nunber of paynents or period of repaynent, or the anount of any
paynment, but fail to state all of the terns required by
Regul ation Z, as follows: the anmount or percentage of the
downpaynent, the terns of repaynent, and the annual percentage



rate, using that termor the abbreviation "APR " in violation of
the TILA and Section 226.24(c) of Regulation Z

The conplaint also alleges that respondent Herb Gordon Auto
has di ssem nated or caused to be di ssem nated adverti senents that
state the anount of any paynent, the nunber of required paynents,
or that any or no downpaynent or other paynent is required at
consunmmation of the |ease, but fail to state all of the terns
required by Regulation M as applicable and as follows: that the
transaction advertised is a |l ease; the total anmount of any
paynent such as a security deposit or capitalized cost reduction
required at the consummation of the |ease or that no such
paynents are required; the nunber, anount, due dates or periods
of schedul ed paynments, and the total of such payments under the
| ease; a statenent of whether or not the | essee has the option to
purchase the | eased property and at what price and tine (the
nmet hod of determning the price may be substituted for disclosure
of the price); and a statenent of the anount or method of
determning the amount of any liabilities the | ease inposes upon
the |l essee at the end of the term in violation of the Consuner
Leasi ng Act ("CLA") and Section 213.5(c) of Regulation M

The proposed order prohibits r espondent Herb Gordon Auto, in
connection with any adverti sement to pronote any extension of
consuner credit, frommsrepresenting in any manner, directly or
by inplication, the terns of financing the purchase of a vehicle,
including but not limted to whether there nay be a ball oon
paynment or second series of installnent paynents, and the anount
of any bal |l oon paynent or second series of installnent paynents.

The proposed order al so requires respondent Herb Gordon
Auto, in any advertisenent to pronote any extension of consuner
credit, whenever the nunber or anount of payments required to
repay the debt are stated, to accurately, clearly and
conspi cuously, state all of the terns required by Regul ation Z,
as follows: the anount or percentage of the downpaynent; the
terns of repaynent, including the amount of any ball oon paynent,
or the nunber and anount of any second series of install nent
paynents, and the annual percentage rate, using that termor the
abbreviation "APR "

The proposed order further requ ires respondent Herb Gordon
Auto, in any advertisenent to pronote any extension of consuner
credit, whenever the amount or percentage of any downpaynent, the
nunber of paynents or period of repaynent, the anmount of any
paynent or the anmount of any finance charge is stated, to clearly
and conspi cuously state all of the terns required by Regul ation
Z, as follows: the anount or percentage of the downpaynent; the
terns of repaynent, and the annual percentage rate, using that
termor the abbreviation "APR"



The proposed order al so prohibits respondent Herb Gordon
Auto, in any advertisenent to pronote any extension of consuner
credit, fromstating a rate of finance charge w thout stating the
rate as an "annual percentage rate," using that termor the
abbreviation "APR " and fromfailing to calculate the rate in
accordance with Regulation Z  The proposed order al so requires
respondent Herb Gordon Auto to state only those terns that
actually are or will be arranged or offered by the creditor, in
any credit advertisenent, as required by Regul ation Z

The proposed order prohibits respondent Herb Gordon Auto, in
connection with any adverti senment to aid, pronote or assist any
consuner | ease, frommsrepresenting the costs or terns of
| easi ng a vehicle.

The proposed order al so requires respondent Herb Gordon
Auto, in any advertisenment to aid, pronbote or assist any consuner
| ease, whenever the anmount of any paynent, the nunber of required
paynents, or that any or no downpaynent or other paynent is
required at consummati on of the lease is stated, to state,
clearly and conspicuously, all of the terns required by
Regul ation M as applicable and as follows: that the transaction
advertised is a lease; the total anount of any paynent such as a
security deposit or capitalized cost reduction required at the
consummati on of the | ease, or that no such paynents are required;
t he nunber, anounts, due dates or periods of schedul ed paynents,
and the total of such paynents under the | ease; a statenent of
whet her or not the | essee has the option to purchase the | eased
property and at what price and tinme (the method of determning
the price nay be substituted for disclosure of the price); and a
statenent of the anount or nethod of determning the anount of
any liabilities the | ease i nposes upon the | essee at the end of
the termand a statenent that the | essee shall be liable for the
difference, if any, between the estinmated value of the |eased
property and its realized value at the end of the |lease termif
the | essee has such liability. 2 The proposed order al so requires

2 The Federal Reserve Board ("Board"), which inplenments
the CLA, recently issued revised Regulation M 61 Fed. Reg. 52246

(Qct. 7, 1996) (to be codified at 12 CF. R § 213). Revised
Regul ation Mis not mandatorily effective until Cct. 1, 1997;
conpliance with revised Regulation Mis optional starting

CQet. 1, 1996. 61 Fed. Red. at 52246. |In addition, President
dinton recently signed the Omi bus Consol i dated Appropriations
Act for Fiscal Year 1997 ("Qmibus Act"), Pub. L. No. 104-208,
110 Stat. 3009 (Sept. 30, 1996). Title Il, Section 2605 of the
Qmi bus Act anends certain provisions of the CLA ("revised CLA")

(to be codified at 15 U S. C § 1667 et seq.); in the future, the
Board will inplenent the revised CLA The revised CLAis
mandatorily effective on the first Cctober 1 that follows the



respondent in any | ease advertisenent to state that a specific
| ease of any property at specific anounts or terns is avail able
only if the lessor usually and custonarily |eases or will | ease
such property at those anmounts or terns, as required by
Regul ati on M

The proposed order al so prohibits respondent Herb Gordon
Auto fromfailing to conply in any other respect mnth the TILA
and Regul ation Z and the CLA and Regul ati on M

The proposed order defines the term"clearly and
conspi cuousl y" for respondent's advertisenents in all nedia. In
a television or videotaped adverti senent, the required
di scl osures nmade in the audio portion of the advertisenent nust
be in a vol une, cadence and | ocation, and for a duration, as to
be readily noticeabl e, hearabl e and conprehensible to an ordi nary
consuner. The required disclosures nmade in the video portion of
t he adverti senment nust appear on the screen in a size, shade,
contrast, promnence and |l ocation, and for a duration, as to be
(..continued)
Board' s promul gation of inplenenting regul ations, anmendnents or
interpretations by not less than six nonths; conpliance with the
revised CLAis optional at any tinme before the nmandatory
effective date. See Title Il, Section 2605(b)(2) of the Omi bus
Act .

Accordingly, the proposed order permts respondent to conply
with the | ease advertising "triggering term rules of existing

Regulation M 12 C F. R § 213.5(c), as anended, and the CLA, 15
US C § 1667c(a)-(b), by utilizing applicable provisions of the
revised CLA and revised Regulation M For all |ease
advertisenments, respondent nay utilize Section 184(a) of the
revised CLA (to be codified at 15 U S. C § 1667c(a)), as anended,
or utilize Section 213.7(d) of revised Regulation M (to be
codified at 12 CF. R § 213.7(d)), as anended. For radio | ease
advertisenments, respondent nay also utilize Section 184(b) of the
CLA, 15 U S C § 1667c(b), as anmended by Title Il, Section 2605
of the Qmibus Act (to be codified at 15 U S. C § 1667c(c))
("Section 184(c) of the revised CLA'), as anended, or utilize
Section 213.7(f) of revised Regulation M (to be codified at 12
CFR § 213.7(f)), as anmended. For television | ease

advertisenments, respondent nmay also utilize Section 213.7(f) of
revi sed Regul ation M as anended.

3 The proposed order permts respondent to conply with

other requirenents of existing Regulation M 12 CF. R § 213, as

amended, and the LA 15 U S C § 1667-1667e, as anmended, by
utilizing revised Regulation M as anended.



readily noticeabl e, readabl e and conprehensi ble to an ordinary
consuner. In a radio advertisenent, the required disclosures
must be delivered in a vol ume, cadence and | ocation, and for a
duration, as to be readily noticeabl e, hearabl e and
conprehensi ble to an ordinary consuner. |In a print adverti sement
(including but not limted to mail solicitations), the required
di scl osures nust appear in a size, shade, contrast, prom nence
and |l ocation as to be readily noticeabl e, readable and
conprehensible to an ordi nary consuner. Additionally, nothing
contrary to, inconsistent with or in mtigation of the required
di scl osures can be used in any advertisenent.

The purpose of this analysis is to facilitate public coment
on the proposed order. It is not intended to constitute an
official interpretation of the agreenent and proposed order or to
nodify in an way their terns.



