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

)
In The Matter of )
) DOCKET NO G 3711
AVER CAN HONDA MOTCR GO, I NC., )
a corporation. )
)
COVPLAI NT

The Federal Trade Comm ssion, having reason to believe that
Anerican Honda Mdtor Co., Inc., a corporation ("respondent"” or
"Honda"), has violated the provisions of the Federal Trade
Comm ssion Act, 15 U S.C §§ 45-58, as anended, and the Consuner
Leasing Act, 15 U S . C  §§ 1667-1667e, as anended, and its
i npl ementing Regulation M 12 CF. R § 213, as anended, and it
appearing to the Coomssion that this proceeding is in the public
interest, alleges:

1. Respondent Anerican Honda Motor Co., Inc. is a California
corporation with its principal office or place of business at
1919 Torrance Boul evard, Torrance, California 90501-2746.
Respondent manufactures and distri butes vehicles and of fers 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. 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 U S C § 44.

4. Respondent has di ssem nated or has caused to be di ssem nat ed
consuner | ease advertisenents ( “l ease advertisenents ”) for Honda
vehi cl es, including but not necessarily [imted to the attached
Honda Exhibits A through C Honda Exhibits A and B are



tel evision | ease advertisenents (attached hereto in video and
storyboard format). Honda Exhibit Cis a print |ease
advertisenment. These advertisenents contain the foll ow ng

st at ement s:

A [Audi 0:] "Here's what you mght put down on a typica
car |lease [$1750]. At Honda, however, we had a
different idea. W took our fully equi pped 1995 Accord
LX and | owered the downpaynent to sone rather nice
round nunbers. [pause] The zero down, short-term
| ease fromyour Honda dealer. Zero down and $289 a
month for 30 nonths."

[Video:] [View of an odometer set on $1750 that rolls
down to $0000] "The $0 Down Lease.

The Accord LX
$0 Down
$289/ 30 nont hs"

[ The advertisenent contains the follow ng | ease
di sclosure in white print superinposed on a bl ack
background and acconpani ed by background sound: “
Advertised rate based on 30-no. closed-end | ease for
1995 Honda Accord 4-Door LX w Automati c Trans. (Model
CD583S). MSRP $18, 880 (includes destination) with
deal er cap. cost reduction of $620.50. DEALER
PARTI G PATI ON MAY AFFECT ACTUAL PAYMENT. Taxes, title,
lic. &reg., ins., opt. equip. & services not included.
Due at | ease signing are 1st no.’s | ease paynent,
refundabl e security dep. equal to 1 no. ’'s paynent
rounded to the next highest $25 increnent & applicable
title, lic., reg. fee & tax. Total nonthly paynents
$8,670 + applicable tax. pt. to purchase at |ease end
for $12,548.50 + tax + official fees, except in NY & SD

where no purchase opt. avail. |f not purchased at
| ease end, custoner returns vehicle & pays a disp. fee
of no nmore than $400. Lessee pays maint., ins.

repairs, service, all related taxes, reg. renewal s,
excessive wear and use. M. charge of $.15

[cents]/m. over 12,000 m./year. WNBRP, deal er cap
cost reduction & opt. to purchase differ slightly in
CA . . .” The fine print is displayed on two screens,
each containing a block of ten |lines, each bl ock
appearing for approximately three seconds.] (Honda
Exhibit A).

B. [ Audi 0:] "Now we' ve nade the process of driving your
own Accord just as streanliined. Lease an Accord
LX for just $239 a nonth."



[ Video:] "$239 a Month, 36 Mnths, $1500 Down."

[ The advertisenent contains the follow ng | ease

di scl osure at the top of the screen in white print
superinposed on a bl ack background and acconpani ed by
background sound: “. . . Advertised rate based on 36-
nmont h cl osed-end | ease for the 1994 Accord LX Sedan
with MSRP of $18,330.00 with a deal er capitalized cost
reduction of $795.35 ($965.35 in IL, IN KS, M Ny,

X, and UT where no security deposit is required);
condition of dealer participation nay affect actua
rate. Taxes, title, license, and registration

i nsurance and optional equi pnent, and services not
included. Due at |ease signing are $1,500. 00 down-
paynent, first |ease paynent, refundabl e deposit equal
to one paynment rounded to the next highest $25.00

i ncrenent where applicable, title, |icense and
registration fee, and tax as applicable. Total nonthly
payrment is $8,604.00 (plus tax, as applicable). Option
to purchase at end of |ease for $10,061.50 plus tax and
official fees, except in M5, NY, and SD where no option
avai l abl e. Lessee pays nai nt enance, i nsurance,

repairs, service, any and all related taxes,

regi stration renewal s, and excessive wear and use.

M | eage charge of $.15/nile over 15,000 mles per year.
A disposition fee up to $400.00 is due if vehicle not
purchased at end of lease term . . . ” The fine print
is displayed on three screens, each containing a bl ock
of eight |ines, each bl ock appearing for approxi mately

three seconds.] (Honda Exhibit B).

"I NTRCDUQ NG ZI P, ZEROQ NADA
Avic LX
$229 per nonth/ 30 nont hs

Accord LX
$289 per nont h/ 30 nont hs

Passport 4WDLX
$389 per nonth/ 30 nont hs

The $0 down | ease
Now, for alimted tine, you can get an affordable,

short-termlease on a fully equi pped anda for zero (as
in zip, as in nada) dollars down .



[ The advertisenent contains the follow ng | ease

di scl osure at the bottomof the page in snall print:

“ . . Taxes, title, lic. &reg., ins., opt. equip. &

services not included. Due at |ease signing are 1st
no.’'s | ease paynment, refundable security dep. equal to

1 no.’s paynent rounded to the next highest $25

i ncrement (except where no security dep. is collected)

& applicable title, lic., reg. fee & tax. Tota

nonthly paynents $6,870 for the Gvic LX Sedan, $8, 670

for the Accord LX Sedan and $11, 670 for the Passport

AW LX + applicable tax. pt. to purchase at | ease end

for $9,681.50 for the Qvic LX Sedan, $12,649.60 for

the Accord LX Sedan and $15,879.50 for the Passport 4WD
LX + tax + official fees, except in M5, NY & SD where

no purchase opt. avail. |If not purchased at |ease end,

custoner returns vehicle & pays a disp. fee of no nore

than $400. Lessee pays naint., ins., repairs, service,

all related taxes, reg. renewal s, excessive wear & use.
M. Charge of 15[cents]/m. over 12,000 m/iyr. . . . "]
(Honda Exhibit C.

Federal Trade Conm ssion Act Miol ations
COUNT |: Msrepresentation in Lease Adverti sing

5. Through the nmeans descri bed i n Paragraph 4, respondent has
represented, expressly or by inplication, that the anount stated
as "down" in respondent’'s | ease advertisenents, including but not
necessarily limted to "$0 down," is the total anount consumers
must pay at |ease inception to | ease the advertised vehi cl es.

6. In truth and in fact, the amount 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
anmount stated as “down, ” such as the first nonth's paynent and
security deposit, at |ease inception. Therefore, respondent's
representation as alleged in Paragraph 5 was, and is, fal se or
m sl eadi ng.

7. 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

8. 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
nmont hly paynment anount and/or the anount stated as "down." These
advertisements 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 consunmers in deciding whether to | ease a
Honda vehicle. The failure to disclose adequately these
additional terns, in light of the representation nade, was, and
is, a deceptive practice.

9. 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

10. Respondent ’s | ease advertisenents, including but not
necessarily limted to Honda Exhibits A through C state a

nont hly paynment 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 anmount
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 paynments 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 anmount of
any liabilities the | ease i nposes upon the | essee at the end of
the term

11. The |l ease disclosures in respondent's television | ease
advertisenents, including but not necessarily limted to Honda
Exhibits A and B, are not clear and conspi cuous because they
appear on the screen in small type for a very short duration.

The | ease disclosures in respondent's print |ease advertisenents,
i ncluding but not necessarily limted to Honda Exhibit C are not
cl ear and conspi cuous because they appear in snall type.

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

Donald S. dark
Secretary
SEAL:

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



