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UNI TED STATES OF AMER CA
BEFCRE FEDERAL TRADE COW SSI ON

In The Matter of

HERB GCORDON AUTO WORLD, I NC. dba
HERB GCRDON AUTO WCRLD,
HERB GCRDON DCDCE,
HERB GCRDON MERCEDES- BENZ,
HERB GCRDON NI SSAN,
HERB GCRDON OLDSMOBI LE,
HERB GCRDON VOLVQ, and
HERB GCRDON USED CARS,
a corporation.
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QOVPLAI NT

The Federal Trade Comm ssion, having reason to believe that
Herb Gordon Auto World, Inc. dba Herb Gordon Auto Wrld, Herb
Cordon Dodge, Herb Gordon Mercedes-Benz, Herb Gordon N ssan, Herb
Gordon A dsnobil e, Herb Gordon Vol vo, and Herb Cordon Used Cars,
a corporation, ("respondent”) has violated the Truth in Lending
Act ("TILA"), 15 U S. C 88 1601-1667, as anended, and its
i npl enenting Regulation Z, 12 CF. R § 226, as anended, the
Consuner Leasing Act ("CLA'), 15 U S.C 88 1667-1667e, as
amended, and its inplenenting Regulation M 12 CF. R § 213, as
amended, and the Federal Trade Comm ssion Act ("FTC Act"), 15
U S C 88 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 pl ace 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 advertisenments 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.

GONT_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
advertisements 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
advertisements 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).

GONT_TWD

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 dissemnated 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 8§ 226.24(c).

CONT 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 "luxury of |ow paynments.”
Respondent's Gold Key Plus advertisenents fail to disclose the
annual percentage rate for the financing, using that termor the
abbreviation "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. 8§ 45(a), and a violation of Section 144(d) of
the TILA, 15 U S. C 8§ 1664(d) and Section 226.24(c) of Regul ation
Z, 12 CF.R 8 226.24(c).

CONT_FOR

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 promote 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
anmount descri bed 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. 8§ 45(a) and a violation of
Section 226.24 of Regulation Z, 12 CF. R 8§ 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
CF R § 226.24-1, Supp. 1.

GONT _FI VE
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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
advertisenents”"). 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 nonths" and "cost per $1, 000 borrowed $20.52."
Respondent’'s Drive For 95 advertisenments msrepresent and fail to
accurately disclose the anount of the second series of
instal |l ment 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).

QONT Sl X

PARAGRAPH FOURTEEN:  Respondent, in the course and conduct
of its business, in nunmerous instances including but not limted
to Exhibits B-1, B2 and B-3, has dissemnated 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 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 wi |l 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.

PARAGRAPH 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 8§ 226.24(c).

GOUNT_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 nonth 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
advertisenents, 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 "balance of 48 paynents w Il be higher than 1st
12 nmonths," "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 snall 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. 8§ 45(a), and a viol ation of
Section 226.24 of Regulation Z, 12 CF. R 8§ 226.24, as nore fully
set out in Section 226.24-1 of the Commentary, 12 CF. R
§ 226.24-1, Supp. 1.

GOUNT _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 repaynment, 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 8§ 1664(d), and
Section 226.24(c) of Regulation Z, 12 CF. R 8§ 226.24(c).

CONT N NE

PARAGRAPH TVENTY: Respondent, in the course and conduct of
its business, in nunerous instances has di ssem nated or caused to
be di ssem nated advertisenments that state the amount of any
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paynent, 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 alease; the total anount 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;
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 anmount 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 8§ 1667c, and
Section 213.5(c) of Regulation M 12 CF. R § 213.5(c).

For these reasons, the Federal Trade Comm ssion this
fifteenth day of April, 1997, has issued this conplaint against
respondent .

By the Conm ssi on.

Donald S. dark
Secretary
SEAL

[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.]



