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UNI TED STATES OF AMER CA
FEDERAL TRADE COW SS| ON

)

)

In The Matter of )

) DOCKET NO G 3710

CENERAL MOTORS CCORPCRATI ON, )
a corporation. )

)

)

COVPLAI NT

The Federal Trade Comm ssion, having reason to believe that
CGeneral Mdtors Corporation, a corporation ("respondent” or
"Ceneral Mtors"), has violated the provisions of the Federal
Trade Comm ssion Act, 15 U S. C §§ 45-58, as anended, the
Consuner Leasing Act, 15 U S. C §§ 1667-1667e, as anended, and
its inplementing Regulation M 12 CF. R § 213, as anended, and
the Truth in Lending Act, 15 U S.C §§ 1601- 1667, as anmended, and
its inplementing Regulation Z, 12 CF R § 226, as anended, and
it appearing to the Conmssion that this proceeding is in the
public interest, alleges:

1. Respondent General Mtors Corporation is a Del anare
corporation with its principal office or place of business at
3044 Wst Grand Boul evard, Detroit, Mchigan 48202. Respondent
manuf act ures vehicles and offers such vehicles for sale or |ease
to consuners.

2. Respondent has di ssem nated advertisenents to the public
that pronote consuner |eases, as the terns "advertisenent" and
"consuner | ease" are defined in Section 213.2 of Regulation M 12
CF R § 213.2, as anended.

3. Respondent has di ssem nated advertisenents to the public

that pronote credit sales and ot her extensions of closed-end
credit in consuner credit transactions, as the termns
"advertisenent,” "credit sale,"” and "consuner credit" are defined
in Section 226.2 of Regulation Z, 12 CF. R § 226. 2, as anended.

4, The acts and practices of respondent alleged in this
conpl ai nt have been in or affecting commerce, as "commerce" is



defined in Section 4 of the Federal Trade Comm ssion Act, 15
US C § 44.

Lease Adverti sing

5. Respondent has di ssem nated or has caused to be di ssem nat ed
consuner | ease advertisenents ( “l ease advertisenents ”) for
General Mdtors vehicles, including but not necessarily limted to
the attached General Mdtors Exhibits A through D. Genera

Mtors Exhibits A, B, and C are tel evision | ease advertisenents
(attached in video and storyboard format). GCeneral Mtors
Exhibit Dis a print | ease advertisenent. These advertisenents
contain the foll ow ng statenents:

A [Audio:] "All this, just $299 a nonth. The S-Blazer 2
year |ease."

[Video:] "2 Years. $299 a Month. $1,260 Down."

[ The advertisenent contains the follow ng | ease

di scl osure at the bottomof the screen in |ight-col ored
fine print superinposed on gray, noving water
background, and acconpani ed by background sound and

i mages: “SEE YOUR PARTI A PATI NG DEALER FCOR

QUALI FI CATI ON DETAILS. Exanpl e based on $22, 847 NBRP
incl. destination charge, 1st nonth & | ease paynent
$298. 63, $1260 down paynent plus $325 refundabl e
security deposit for a total of $1883.63 due at |ease
signing (incl. capitalized cost reduction). Tax,
license, title fees and insurance extra. M/ eage
charge of 10 [cents] mle over 30,000. GQVAC nust
approve | ease. SEE YOUR PARTI O PATI NG DEALER FCR
QUALI FI CATION DETAILS. Total of nonthly paynents is
$7,167.12. Paynents may be higher in AL, AR CA NY,
TX, and VA  ption to purchase at |ease end for
$16,022.82 is fixed at | ease signing and varies by
nodel , equip., level, usage and | ength of |ease.
Lessee pays for excessive wear and use.” The fine
print is displayed on two screens in blocks of at |east
five lines, each appearing for approximately 5
seconds.] (CGeneral Mdtors Exhibit A).

B. [Audio:] ". . . by leasing an ddsnobile Achieva with
air, anti-lock brakes and nore for just $209 a
nont h. "

[ Video:] "$209 per nonth/$1075 Down. "



[ The advertisenent contains the follow ng | ease

di scl osure at the bottomof the screen in white print
superi nposed over a light-colored novi ng background,
and acconpani ed by background sound and i nages: “FI RST
MONTH S LEASE PAYMENT CF $208. 72, REFUNDABLE SECQUR TY
DEPCSI T COF $225 AND A $1, 075 CAPI TALI ZED COST REDUCTI ON
FOR A TOTAL CF $1,508. 72 DUE AT LEASE SIGNING  TAX,

LI CENSE, TITLE, FEES, AND | NSURANCE ARE EXTRA. QGVAC
MUST APPROVE LEASE. EXAMPLE BASED ON ACH EVA S SEDAN
$15,164 M S. R P., | NCLUDI NG DESTI NATI ON CHARCE.

MONTHLY PAYMENTS BASED ON CAPI TALI ZED COsT OF

$13, 225. 88 | NCLUDI NG CAPI TALI ZED OCOsT REDUCTI N TOTAL
OF 48 MONTHLY PAYMENTS | S $10, 018.56. AMOUNT CF

CAPI TALI ZED COsT REDUCTI ON MAY BE SLIGHTLY HGER IN
AL, AR CA NY, TX and VA CPTION TO PURCHASE AT
LEASE END FOR $6, 030.64. M LEAGE CHARCE OF 10 [ CENTS]
PER M LE OVER M LEAGE LIMT. LESSEE PAYS FOR EXCESSI VE
WEAR AND USE. PAYMENT BASED ON RESI DUALS | N EFFECT
THROUGH MARCH 31, 1993. SEE YOUR PARTI G PATI NG DEALER
FOR QUALI FI CATION DETAILS. " The fine print is

di spl ayed on two screens in blocks of at |least 6 |ines,
each bl ock appearing for approximately 4 seconds. The
two screens containing this infornmation are interrupted
by two other screens that do not contain |ease
information.] (General Mtors Exhibit B).

[Audio:] "And, it's all only $289 a nonth."

[Video:] "$289 36 MONTH
QVAC SMARTLEASE"

[ The advertisenent contains a | ease disclosure that
descri bes additional |ease costs and terns, including
but not limted to a downpaynent, a security deposit, a
pur chase option amount and ot her | ease-end fees in an
extrenely small, blurred, dark blue print, superinposed
over the dark-colored front of the advertised vehicle.
The fine print is displayed in a bl ock of
approximately 13 lines for approxinmately 2.5 seconds. ]
(General Motors Exhibit Q.

"Two Summers, Two Wnters, Two Springs, Two Falls. $299
A Mont h. "

[Bold but snaller]: "The S Blazer 2-Year Lease. $299 A
Mont h. $1350 Down. "



[ The advertisenent contains the follow ng | ease

di scl osure bel ow a picture of the vehicle in white fine
print superinposed over a bl ack background: “$299/ nont h
24-nmonth | ease at participating dealers. Tax, |icense,
title fees and insurance extra. Ml eage charge of 10
cents per mle over 30,000. . . . $23,075 MS. R P.

i ncluding destination charge. First nonth’s | ease
paynment of $298.45, $1350 down paynent, plus $325
refundabl e security deposit for a total of $1973.45 due

at | ease signing (includes capitalized cost reduction).

Total of nonthly paynents is $7162.80. . . . Qption
to purchase at |ease end for $16,173.30. . . . Lessee
pays for excessive wear and use. . . . " (CGeneral

Mtors Exhibit D).

Federal Trade Conm ssion Act Viol ations
COUNT I: Msrepresentation in Lease Adverti sing

6. Through the nmeans described i n Paragraph 5, respondent has
represented, expressly or by inplication, that the anount stated
as "down" in respondent's | ease advertisenents is the tota
amount consumers nust pay at | ease inception to | ease the
adverti sed vehicl es.

7. In truth and in fact, the anmount stated as "down" in
respondent’'s | ease advertisenents is not the total anount
consuners nust pay at |ease inception to | ease the adverti sed
vehicles. Consuners nust al so pay additional fees beyond the
amount stated as "down," such as the first nonth's paynment and
security deposit, at |ease inception. Therefore, respondent's
representation as alleged in Paragraph 6 was, and is, fal se or
m sl eadi ng.

8. Respondent's practices constitute deceptive acts or
practices in or affecting commerce in violation of Section 5(a)
of the Federal Trade Comm ssion Act, 15 U S. C § 45(a).

COUNT Il1: Failure to D sclose Adequately in Lease Adverti sing

9. In its | ease advertisenents, respondent has represented,
expressly or by inplication, that consuners can | ease the
advertised vehicles at the terns promnently stated in the
advertisenents, including but not necessarily limted to the
nont hly paynment anount and/ or amount stated as "down." These
adverti sements do not adequately disclose additional terns
pertaining to the | ease offer, including but not necessarily
limted to a required security deposit and first nonth's paynent
due at | ease inception. The existence of these additional terns



woul d be material to consumers in deciding whether to | ease a
Ceneral Motors vehicle. The failure to disclose adequately these
additional terns, in light of the representation nade, was, and
is, a deceptive practice.

10. Respondent's practices constitute deceptive acts or
practices in or affecting commerce in violation of Section 5(a)
of the Federal Trade Comm ssion Act, 15 U S. C § 45(a).

COUNT I11: Consuner Leasing Act and Regul ation M Viol ations

11. Respondent ’s | ease advertisenents, including but not
necessarily limted to General Mdtors Exhibits A through D, state
a nont hly paynent anount, the nunber of required paynents, and/or
an anount “down. ” The | ease disclosures in these advertisenents
contain one or nore of the followi ng terns required by Regul ation
M that the transaction advertised is a | ease; the total anount
of any paynment such as a security deposit or capitalized cost
reduction required at the consummati on of the | ease or that no
such paynments are required; the total of periodic paynents due
under the | ease; a statenment of whether or not the | essee has the
option to purchase the | eased property and at what price and tine
or the nethod of determning the purchase-option 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 term

12. The lease disclosures in respondent 's tel evision | ease
advertisenents, including but not necessarily limted to General
Mtors Exhibits A, B, and C are not clear and conspi cuous
because they appear on the screen in snmall type, against a
background of simlar shade, for a very short duration, wth
background sounds and i mages, and/or over a noving background.
The | ease disclosures in respondent's print |ease advertisenents,
including but not necessarily limted to General Mdtors Exhibit
D, are also not clear and conspi cuous because they appear in
smal | type.

13. Respondent's practices violate Sect ion 184 of the Consumner
Leasing Act, 15 U S C  § 1667c, as anended, and Section 213.5(¢)
of Regulation M 12 CF. R § 213.5(c), as anended.

O edit Adverti sing

14. Respondent has di ssem nated or has caused to be di ssem nat ed
credit sale advertisenents ( “credit advertisenents ”) for Ceneral
Mot ors vehicles, including but not necessarily limted to



CGeneral Motors Exhibits E and F. CGeneral Mtors Exhibits E and F
are television credit advertisenents (attached in video and
storyboard format). These adverti senments contain the follow ng
st at enent s:

A [Audio:] "Then we told themthat Jimy was only $299 a
month with a GVAC SnartBuy. [Consuner #6: ]
$299 a nonth? [Consurmer #7:] $299 a nonth -- that's
great. [Consuner #8:] AJimmy like this for $299 a
nmonth woul d be fantastic."”

[Video:] "$299 a nonth 36- Month GQVAC Smar t Buy. "

[ The advertisenent contains the follow ng credit
di scl osure in white print superinposed on a |ight-
col ored background, and acconpani ed by background sound
and i nages: “Exanple based on Jimy MSRP of $20, 498.
6. 9% APR GQVAC SMARTBUY FI NANCI NG  For 36 nonths, 35
nont hs at $299. 38 per nonth and final paynent of
$9441.94. $3350 down, actual down paynent nay vary.

Tax, license, title fees and i nsurance extra.
Purchaser may refinance the final paynent, or with 30
days advance witten notice se |l the vehicle to QVAC at

end of termand pay $250 di sposal fee plus any excess
m | eage and wear charges. Dealer financial
participation may affect consunmer cost. See your
participating dealer for qualification details. You
must take retail delivery out of deal er stock by
9/22/93. 7 The fine print is displayed in a scrolling
format of 11 lines for approxinmately 4 seconds. ]
(CGeneral Motors Exhibit E).

B. [Audio:] "Still waiting to buy a new Bui ck? Vel
don't. Buick's Mddel Year dose-Qut is on.
O get this great SmartBuy paynent."

[Video:] "Still waiting to buy a new Bui ck? el

Don't. Buick's 1995 Mbdel Year dose-Qut. . . .
Bui ck Regal SnartBuy $249 per nonth 30 nonths/ $2000
down. "

[ The advertisenent contains the follow ng credit

di scl osure at the bottomof the screen in white print
superi nposed on a bl ack background with a noving
vehi cl e above the disclosure bl ock and acconpani ed by
background sound: “For cash back, you nust take retai
delivery fromdeal er stock by 11/30/95. Smart Buy on
1995 Regal Qustom SE with 3800 engi ne. $20, 853 MBRP



incl. destination charge for a nonthly paynment of

$248. 67/ nmo. 30 no. $2000 cash down or trade-in val ue
($3500 down payment |ess $1500 custoner cash back).

First nonth's paynent plus down paynment trade-in val ue
for total of $3746.67 due at |ease signing. Paynent
based on capitalized cost of . Tax, title,

license, doc. fee extra. Mist take retail delivery
fromdeal er stock by Cctober 4, 1995. QVAC nust

approve the SnartBuy. ptions at contract naturity: pay
the final paynent of $11,677.68, refinance the final
paynment with GQVAC, sell the vehicle to GQVAC and rem t
$250 di sposal fee plus 15 cents/nile for nml eage
exceeding 30,000 mles for excessive wear and use. See
participating Buick dealers for qualification details. ”
The fine print is displayed in a scrolling format of

11 lines for approxinmately 4 seconds.] (General Mtors
Exhibit F).

Federal Trade Conm ssion Act Miol ations
Count I'V: Msrepresentation in Oedit Advertising

15. Through the means descri bed in Paragraph 14, respondent has
represented, expressly or by inplication, that consuners can buy
the advertised General Mtors vehicles at the terns promnently
stated in the advertisenents, including but not necessarily
[imted to the nonthly paynment anmount and/ or anmount stated as
"down. "

16. In truth and in fact, consuners cannot buy the advertised
General Motors vehicles at the terns promnently stated in the
advertisenents, including but not necessarily limted to the

nont hly paynment anmount and/ or amount stated as "down." Consuners
are also responsible for a final balloon paynent of several

t housand dollars to purchase the advertised vehicles. Therefore,
respondent’'s representation as alleged in Paragraph 15 was, and
is, false or m sl eading.

17. Respondent's practices constitute deceptive acts or
practices in or affecting commerce in violation of Section 5(a)
of the Federal Trade Comm ssion Act, 15 U S. C § 45(a).

OCOUNT V: Failure to D sclose Adequately in Oredit Advertising

18. Inits credit advertisenents, respondent has represented,
expressly or by inplication, that consuners can buy the
advertised vehicles at the ternms promnently stated in the
advertisenents, including but not necessarily limted to the
nont hl y paynment anount and/ or amount stated as "down." These



advertisements do not adequately disclose additional terns
pertaining to the credit offer, including but not necessarily
l[imted to a final balloon paynent of several thousand dollars
and the annual percentage rate. The existence of these
additional terns would be naterial to consuners in deciding

whet her to buy a General Mtors vehicle. The failure to disclose
adequately these additional terns, in light of the representation
made, was, and is, a deceptive practice.

19. Respondent's practices constitute deceptive acts or
practices in or affecting commerce in violation of Section 5(a)
of the Federal Trade Comm ssion Act, 15 U S. C § 45(a).

COUNT VI: Truth in Lending Act and Regulation Z Viol ations

20. Respondent 's credit advertisenents, including but not
necessarily limted to General Mdtors Exhibits E and F, state a
nmont hl y paynent anmount and/ or an anount "down." The credit

di scl osures in these adverti senents contain the follow ng terns
required by Regul ation Z: the annual percentage rate and the
terns of repaynent.

21. The credit disclosures in respondent’'s television credit
advertisenents, including but not necessarily limted to General
Mtors Exhibits E and F, are not clear and conspi cuous because
they appear on the screen in snall type, agai nst a background of
simlar shade, for a very short duration, in a rapid scrolling
format, and/or w th background sounds.

22. Respondent's practices violate Section 144 of the Truth in
Lending Act, 15 U S. C  § 1664, as anended, and Section 226.24(c)
of Regulation Z, 12 CF. R § 226.24(c), as anended.

THEREFORE, the Federal Trade Comm ssion this sixth day of
February, 1997, has issued this conplaint agai nst respondent.

By the Comm ssi on.

Donald S. dark
Secretary
SEAL :

[Exhibits A-F attached to paper copies of conplaint, but not
avail able in electronic form]



