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Today, the Commission announces a complaint and settlement with Passport Auto and
two of its executives, Everett A. Hellmuth, III and Jay Klein (collectively “Passport”), alleging
violations of Section 5 of the FTC Act (“Section 5”) and the Equal Credit Opportunity Act
(“ECOA”).
According to the complaint, Passport routinely charged bogus fees and imposed higher
borrowing costs on Black and Latino buyers. Count I alleges defendants misrepresented vehicle
prices in violation of Section 5; Count II alleges defendants misrepresented that consumers were
required to pay certain fees in violation of Section 5; Count III alleges defendants imposed
higher costs on Black and Latino consumers than on similarly situated non-Latino White
consumers in violation of Section 5; and Count IV alleges defendants imposed higher costs on
Black and Latino consumers than on similarly situated non-Latino White consumers in violation
of ECOA.
Naming Hellmuth and Klein as individuals in this matter is justified by the allegations in
the complaint and their history with the FTC. This is the second time in four years that Passport
Auto, Hellmuth, and Klein have settled with the FTC for alleged violations of consumer
protection laws.1 In 2018, the FTC alleged that these defendants mailed more than 21,000 fake
“urgent recall” notices to consumers to lure them to visit dealerships.2 Today’s complaint alleges
they imposed bogus fees and discriminatory financing. The Commission alleges that Hellmuth
and Klein have been at the helm of Passport throughout. We are committed to holding
accountable executives with a sufficient level of knowledge and participation in law violations.
This is such a case.
Count III—which involves Passport’s imposition of higher borrowing costs on Black and
non-White Latino consumers than on similarly situated non-Latino White consumers—is a
straightforward application of Section 5. Section 5(n) of the FTC Act states that an act or
practice is unfair if it “causes or is likely to cause substantial injury to consumers or competition
which is not reasonably avoidable by consumers themselves and not outweighed by
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countervailing benefits to consumers or competition.”3 Here, Black and Latino consumers
suffered substantial economic injury in the form of higher fees for the same products and
services.4 These consumers could not reasonably avoid this injury, because they typically had no
way of knowing they were being charged more than their White counterparts. And Passport’s
pricing practices did not yield countervailing benefits.
Our colleague Commissioner Phillips argues in his dissent that sector-specific
antidiscrimination laws dramatically limit our Section 5 unfairness authority. We disagree.
Practices that meet the factors of Section 5(n) are not insulated from the Commission’s oversight
merely because they involve discriminatory conduct. Such an “implied repeal” argument is
disfavored5—especially because Congress enacted the unfairness framework after the antidiscrimination statutes6—and a similar argument was squarely rejected by the Third Circuit in
the Wyndham matter.7
The fact that harmful conduct may be subject to other legal or regulatory regimes does
not in itself limit (or lessen) the FTC’s responsibility to use all of our available authorities to
target such conduct.8 Where Congress passes laws prohibiting conduct that also violates the FTC
Act, the FTC often charges violators with the full range of law violations, including Section 5.9
Section 5 does not wilt when Congress legislates.
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Commissioner Phillips also implies that our analysis of Count III makes an impermissible
appeal to public policy.10 Again, we disagree. The facts of this case satisfy our statutory
unfairness test, and we make no appeal to public policy. However, we note that Section 5(n)
expressly allows the Commission to “consider established public policies as evidence to be
considered with all other evidence” so long as such considerations do not “serve as a primary
basis for such determination.”11 Count III resonates with a public policy of combatting racial
discrimination, which is reflected in “formal sources such as statutes, judicial decisions, or the
Constitution as interpreted by the courts.”12 While this justification is not necessary to our
determination today, it cannot be said to weaken it.
In sum, FTC staff has made a persuasive case that Passport’s pricing practices caused
substantial injury to Black and Latino consumers that were not reasonably avoidable by those
consumers and not outweighed by countervailing benefits. We thus agree with their
recommendation to include Count III in the complaint.
***
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