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UNI TED STATES OF AMERI CA
FEDERAL TRADE COWM SSI ON

)
In The Matter of )
) DOCKET NO. C-3922
NORRI STOMN AUTOMOBI LE CO., | NC., )
a corporation, )
)
al so d/ b/a/ NORRI STOWN FORD, and )
)
W LLI AM M LLI KEN, )
i ndi vidually and as an )
of ficer of the corporation. )
)
COMPLAI NT

The Federal Trade Comm ssion, having reason to believe that
Norristown Autonobile Co., Inc., a corporation, doing business as
Norristown Ford, and WIlliam MIIliken, individually and as an
of ficer of the corporation, ("respondents"), have violated the
provi sions of the Federal Trade Comm ssion Act, 15 U S.C. 88 45-
58, as anended, the Consuner Leasing Act, 15 U S.C. 88 1667-
1667f, as anended, and its inplenmenting Regulation M 12 C F. R
8§ 213, as anended, and the Truth in Lending Act, 15 U S.C. 88§
1601- 1667, as anended, and its inplenmenting Regulation Z, 12
C.F.R 8§ 226, as anended, and it appearing to the Conm ssion that
this proceeding is in the public interest, alleges:

1. Respondent Norristown Autonobile Co., Inc. is a Pennsylvania
corporation with its principal office or place of business at

Ri dge Pi ke, Norristown, Pennsylvania 19404. Respondent offers
autonobiles for sale or |ease to consuners.

2. Respondent Wlliam M Iliken is an officer of the corporate
respondent. Individually or in concert with others, he

formul ates, directs, controls, and participates in the policies,
acts, or practices of the corporation, including the acts or
practices alleged in this conplaint. His principal office or

pl ace of business is the sane as that of the corporate
respondent.



3. Respondent s have di ssem nated advertisenments to the public
t hat 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.

4. Respondent s have di ssem nated advertisenments to the public
that pronote credit sales and ot her extensions of closed-end
credit in consuner credit transactions, as the terns
"advertisenent,"” "credit sale,” and "consumer credit" are defined
in Section 226.2 of Regulation Z, 12 C.F.R § 226.2, as anended.

5. The acts and practices of respondents alleged in this
conpl aint have been in or affecting conmerce, as "comrerce" is
defined in Section 4 of the Federal Trade Comm ssion Act,

15 U.S.C. § 44.

6. Respondent s have di ssem nated or have caused to be

di ssem nat ed advertisenments pronoting consuner |eases (“l ease
advertisenments”) and credit sales ("credit advertisenents") for
aut onobi | es, including but not necessarily limted to the
attached Norristown Exhibits A and B. Norristown Exhibits A and
B are advertisenents in the print nmedia. These |ease and/or
credit advertisenents contain the follow ng statenents:

A

[ Norristown Exhibit A states nunerous |ease and credit offers,
i ncl udi ng: ]

“NEW 1998 FORD
TAURUS GL SEDAN

MBRP. . ............ $19, 070
Pkg Di sc./Rebate...$1, 000
College Gad......... $400
Norristown Disc....$1,242
Cash or Trade...... $3, 000
LEASE FOR $169
24
MCS.
or BUY FOR
$13, 428

[Afine print disclosure at the bottomof the ad states, *“. .
Prices and paynents are based upon $3000 down cash or trade. Al
rebates including recent 24 nonths coll ege grad rebate applied.
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Al |eases are closed end with 1st nonth paynent, security
deposit, bank fee, tax and tags due at |ease signing. Al
purchase prices exclude title, tax and tags. . . .”] (Norristown
Exhi bit A)

B

[ Norristown Exhibit B states nunerous |ease and credit offers,
i ncl udi ng: ]

“FI NANCI NG
AS 0.9%.
LOW

AS

NEW 1998 FORD
TAURUS SE SEDAN .

MBRP. . ... .. ... $20, 425
Rebate................. $750
College Gad........... $400
Cash or Trade........ $3, 000

Norri stown Di scount..$2, 360

siw $13, 915

FOR

®r $195 eer

LEASE NONTH

FOR 24
NONTHS”

[A fine print disclosure at the bottomof the ad states, “. . .
Prices and paynents on new vehicl es and speci al purchase vehicles
are with $3000 down cash or trade. Al rebates including recent
24 nonths college grad rebate applied. Al |eases are closed end
with 1st nonth paynment, security deposit, bank fee, tax and tags
due at | ease signing. All purchase prices exclude title, tax and
tags. . . .”] (Norristown Exhibit B)

FEDERAL TRADE COWM SSI ON ACT VI OLATI ONS
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Count |: Failure to Disclose, and/or Failure to Disclose
Adequat el y, Lease Terns

7. In | ease advertisenents, including but not necessarily
[imted to Norristown Exhibits A and B, respondents have
represented, expressly or by inplication, that consuners can

| ease the advertised vehicles at the terns promnently stated in
t he advertisenents, including but not necessarily limted to the
nmont hl y paynent anmount and/or the downpaynent anount.

8. These | ease advertisenents have failed to disclose, and/or
failed to disclose adequately, additional terns pertaining to the
| ease offer, such as the total anmount due at |ease inception

This information does not appear at all or appears in fine print
in the advertisenents. This information would be material to
consuners in deciding whether to visit respondents’ deal erships
and/ or whether to | ease an autonobile fromrespondents. The
failure to disclose, and/or failure to disclose adequately, these
additional terns, in light of the representati on nade, was, and
is, a deceptive practice.

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

Count |1: Failure to Disclose Credit Terns

10. In credit advertisenents, including but not necessarily
[imted to Norristown Exhibits A and B, respondents have
represented, expressly or by inplication, that consunmers can
purchase the advertised vehicles at the ternms prom nently stated
in the advertisenents, including but not necessarily limted to
the sal es price and downpaynent anount.

11. These credit advertisenents have failed to disclose
additional terns pertaining to the credit offer, such as the
annual percentage rate and the terns of repaynent. This

i nformation would be material to consuners in deciding whether to
visit respondents’ deal ershi ps and/ or whether to purchase an

aut onobil e fromrespondents. The failure to disclose these
additional terns, in light of the representati on nade, was, and
is, a deceptive practice.

12. Respondents' practices constitute deceptive acts or

practices in or affecting commerce in violation of Section 5(a)
of the Federal Trade Conm ssion Act, 15 U. S.C. 8§ 45(a).
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CONSUMER LEASI NG ACT AND REGULATI ON M VI CLATI ONS
Count IIl: Failure to Disclose, and/or Failure to Disclose
Clearly and Conspi cuously, Required Information

13. Respondents’ |ease advertisenents, including but not
necessarily limted to Norristown Exhibits A and B, state a
nmont hl y paynment anmount and downpaynent anount, but fail to

di scl ose, and/or fail to disclose clearly and conspi cuously,
certain additional ternms required by the Consuner Leasing Act and
Regul ation M including one or nore of the follow ng terns:

a. that the transaction advertised is a | ease;

b. the total anmount due prior to or at consunmmation, or by
delivery, if delivery occurs after consummation. This
total amount may: 1) exclude third-party fees that vary
by state or locality, such as taxes, licenses, and
regi stration fees, and disclose that fact or 2) provide
a total that includes third-party fees based on a
particular state or locality as long as that fact and
the fact that such fees may vary by state or locality
are di scl osed;

C. whet her or not a security deposit is required,;

d. t he nunber, amounts, and timng of schedul ed paynents;
and

e. that an extra charge nay be inposed at the end of the

| ease termin a | ease where the liability of the
consuner is based on the difference between the

resi dual value of the | eased property and its realized
value at the end of the | ease term

14. The | ease disclosures required by Regulation M if provided,
are not clear and conspi cuous because they appear in fine print
and/or in an inconspicuous |ocation.

15. Respondents' practices have violated Section 184 of the
Consuner Leasing Act, 15 U S.C. § 1667c, and Section 213.7 of
Regulation M 12 CF. R § 213.7

Count |V: Failure to Disclose the Total Anmpbunt Due
at Lease Signing with Equal Prom nence

16. Respondents’ |ease advertisenents, including but not
necessarily limted to Norristown Exhibits A and B, state a
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downpaynent anmount nore prominently than the disclosure of the
total anmount due at |ease signing, in violation of Section
213.7(b)(1) of Regulation M 12 CF. R 8§ 213.7(b)(1).

17. Respondents' practices have violated Section 213.7(b)(1) of
Regulation M 12 CF. R § 213.7(b)(1).

TRUTH | N LENDI NG ACT AND REGULATI ON Z VI OLATI ONS
Count V: Failure to Disclose Required Information

18. In credit advertisenents, including but not necessarily
limted to Exhibits A and B, respondents have stated the
downpaynent anmount, but have failed to disclose the follow ng
itens of information required by Regulation Z: the annual
percentage rate and the terns of repaynent.

19. Respondents' practices have violated Section 144 of the
Truth in Lending Act, 15 U. S.C. 8§ 1664, and Section 226.24(c) of
Regulation Z, 12 CF. R § 226.24(c).

COUNT VI: Failure to State Rate of Finance Charge
as Annual Percentage Rate

20. In credit advertisenents, including but not necessarily
l[imted to Norristown Exhibit B, respondents have stated a rate
of finance charge without stating that rate as an "annual
percentage rate,” using that termor the abbreviation "APR "

21. Respondents’ practice constitutes a violation of Section 144
and 107 of the TILA, 15 U S.C. 88 1664 and 1606, respectively,
and Sections 226.24(b) and 226.22 of Regulation Z, 12 C F.R

88 226.24(b) and 226.22, respectively.

THEREFORE, the Federal Trade Comm ssion this seventh day of
February, 2000, has issued this conplaint agai nst respondents.

By the Conmm ssion.

Donald S. d ark
Secretary

SEAL:
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