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

COW SSI ONERS: Robert Pitofsky, Chairnman
Mary L. Azcuenaga
Janet D. Steiger
Roscoe B. Starek, 111
Christine A Varney

In The Matter of

HERB GCRDON AUTO WCRLD, INC. dba DOCKET NO G 3734
HERB GCRDON AUTO WCRLD,
HERB GCRDON DODGE

HERB GCRDON MERCEDES- BENZ
HERB GCRDON NI SSAN

HERB GCRDON OLDSMOBI LE
HERB GCRDON VOLVQ, and
HERB GCRDON USED CARS,

a corporation.

DEC SI ON AND CRDER
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The Federal Trade Comm ssion having initiated an
investigation of certain acts and practi ces of the respondent
named in the caption hereof, and the respondent havi ng been
furni shed thereafter with a copy of a draft conplaint that the
Bureau of Consuner Protection proposed to present to the
Comm ssion for its consideration and that, if issued by the
Comm ssion, woul d charge the respondent with violation of the
Truth in Lending Act, 15 U S.C. § 1601 et seq. and its
i npl ementing Regulation Z, 12 CF. R 8 226, the Consuner
Leasing Act, 15 U S . C § 1667 et seq. and its inplenenting
Regulation M 12 CF.R § 213 and the Federal Trade Comm ssion
Act, 15 US.C § 45 et seq.; and

The respondent and counsel for the Comm ssion having
thereafter executed an agreenent containing a consent order, an
adm ssion by the respondent of all the jurisdictional facts set
forth in the aforesaid draft of conplaint, a statenment that the
signing of said agreenent is for settlenment purposes only and
does not constitute an adm ssion by respondent that the | aw has
been violated as alleged in such conplaint, and wai vers and ot her
provisions as required by the Conmssion's rules; and






The Comm ssi on having considered the matter and havi ng
determned that it had reason to believe that the respondent has
violated the said Acts and Regul ation, and that conplaint shoul d
issue stating its charges in that respect, and havi ng thereupon
accepted the executed consent agreenent and pl aced such agreenent
on the public record for a period of sixty (60) days, nowin
further conformty with the procedure prescribed in 8 2.34 of its
Rul es, the Comm ssion hereby issues its conplaint, rmakes the
follow ng jurisdictional findings and enters the follow ng order:

|. Respondent 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.

2. The Federal Trade Comm ssion has jurisdiction over the
subject matter of this proceeding and of the respondent, and the
proceeding is in the public interest.

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 adverti senent
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 consumer.

(b) In aradio advertisenent, the required discl osures
shal|l be delivered in a vol une, 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 advertisenent (including but not
limted to nail solicitations), the required
di scl osures shall appear in a size, shade,
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contrast, promnence and | ocation as to be readily
noti ceabl e, readabl e and conprehensible 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 senment 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 88 1601-1667, as anended, and its
i npl ementing Regulation Z, 12 CF. R 8§ 226, as anended, 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 ternms required by Regulation Z, as
foll ows, and as anended:

(1) the anmount or percentage of the downpaynent;

(2) the terns of repaynent, including the anount of any
bal | oon payrment, 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 8§ 226.24(c), as
amended, as nore fully set out in Section 226.24(c) of the
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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
paynent or the anount of any finance charge, w 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 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 8§ 226.24(c)), as
amended, as nore fully set out in Section 226.24(c) of the
Commentary, 12 CF. R 8§ 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 8§ 226.24(b), as
amended, as nore fully set out in Section 226.24(b) of the
Commentary, 12 CF. R 8§ 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 8 226.24(a), as
amended) .



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

(Regulation Z, 12 CF. R 8 226, as anended, and the TILA 15
U S.C 88 1601-1667, as amended).



| T 1S CRDERED 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
"advertisenment” and "consuner |ease" are defined in the Consumer
Leasing Act ("CLA"), 15 U S . C § 1667-1667e, as anended, and its
i npl enenting Regulation M 12 CF. R 8§ 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 the amount 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
consunmat i on of the |ease, or that no such paynents

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 tinme (the nethod of determning the price
may be substituted for disclosure of the price); and

(5 a statenent of the amount or mnethod of determ ning
the anount of any liabilities the | ease i nposes upon
the |l essee at the end of the termand a statenent

that the | essee shall be liable for the difference,

if any, between the estimated 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 (LA, 15 U S. C 8§ 1667c(a), as anended by Title Il, Section



2605 of the QOmi bus Consol i dated Appropriations Act for Fi scal
Year 1997 ("Qmibus Act"), Pub. L. No. 104-208, 110 Stat. 3009,
3009-473 (Sept. 30, 1996) (to be codified at 15 US.C 8§
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 (Qct. 7, 1996) (to be codified at 12 CF. R

8§ 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 (LA, 15 U S. C 8§ 1667c(b), as anmended by Title Il, Section
2605 of the QOmibus 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 8§ 213.7(f)), as anmended. 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 88 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
amounts or terns, as required by Regulation M

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

D. Failing to conply in any other respect with Regul ation 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 8§ 213), as anended.

(Regulation M 12 CF. R 8§ 213, as anended, and the CLA 15
U S C 88 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 with 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 on
April 15, 2017, or twenty years fromthe nost recent date that
the United States or the Federal Trade Commssion 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 paragraph 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
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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.
By the Comm ssion.

Donald S. dark
Secretary
| SSUED. April 15, 1997
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