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Disclaimer

Theviewsexpressedn this presentationare my
own, anddo not necessarilyeflectthe viewsof
the Commissioror anyindividualCommissioner.
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FTC’s Auto Mission

e Auto transactionsareincreasinglymportant to
the FTC’€£onsumerprotection mission

— Autosare the secondbiggestfinancialtransaction
for manyconsumers

— DoddFrankWall StreetReformand Consumer
ProtectionAct (July2011)enhancedhe FTC's
authority overauto dealers

— Inresponsethe FTGampedup its auto related
work



W FTC v. CFPB Jurisdiction — Auto Dealers
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 Underthe DoddFrankAct,the FT(has:

— Exclusivgurisdictionover manydealers— dealerghat
routinely assigrfinancingor leasingto unaffiliatedthird
parties

— Concurrenfurisdictionwith CFPB®vernon bank
lendersandbuy here,payheredealers

— Broadenforcementauthority overauto dealers
— APArulemakingauthority in auto financearea






Auto Roundtables
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 Purpose was to gather information on auto
sales, finance, and leasing issues and
consider possible initiatives, such as areas
for enforcement, business and consumer
education, or other appropriate measures

 Roundtables held In
— Washington, D.C. (November 2011)
— Detroit (April 2011)
— San Antonio (August 2011)



Examples of Roundtable Attendees
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. Consumer protection agencies (FTC,
CFPB, state consumer protection offices)

 Consumer advocacy groups (CRL, NCLC)
 Industry groups (NADA, NIADA, NAFA)

* Lending companies

e Dealers

* Private law firms (business and consumer)
* Auto Finance News

e Other interested groups




Roundtable Topics
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. Dealer Markups on Financing
o Spot Delivery/Yo-Yo Financing

e Contract Add-Ons






Issues In Auto Finance

e Subprime Lending

e Privacy & Data Security

* Deceptive Auto Advertising



US v. Consumer Portfolio Services, Inc.

May 2014
e $5.5M (including $2M civil penalty)
e |ssues in complaint:






FTC Workshop
September 15, 2014



e« 2014: Deceptivepurchaseprice,finance
andleasingcases
(OperationSteer



e Four AdministrativeComplaintd-iledAgainstDealership%2012)

5 KeyHyundaiof Mancheste& Hyundaiof Milford; FrankMyers
AutoMaxx;RameyMotors; BillionAuto

« AllegedFTCActviolations(deception):

A“We’ll payoff yourtrade, no matter what you owe” (implied
consumemnwvould haveno further obligationon prior loan)

AInfact, dealerrolled negativeequity into newloan (or in one
casemadeconsumelpayout of pocket)

o AllegedTILAor CLAvIolations(three dealers)
AUsed trigger terms” (specificpayment,rate)
ANo disclosureof APRpalloonpayments etc.






Bt Deceptive Price, Discount & Rebate Cases
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o Administrativecomplaintsfiled againsttwo
dealershipg2013)

 Complaintsallegedviolationsof FTCAct

ATimoniumChrysler|nc.
* Touted specific’internet prices”and“dealerdiscounts”

* But failedto disclosethat discountsrequiredconsumerto
gualifyfor numerousrebatesnot generallyavailableto them

AGanleyFordWest,Inc.
« Advertiseddiscountson vehicleprices

* But failedto disclosethat the discountsgenerallyonly applied
to more expensivemodelsof the advertisedvehicles



Example:
Deceptive Discount
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Operation Steer Clear

 FTGallegedseveralypesof violations:
5FTCAct (deception)
5Truthin LendingAct
5Consumet._easingAct



e LuisAlf d/b/a CasindAuto Sales
5Printad '

5Inconspicu
Q Luis d/tays
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Example:

wwwww == Deceptively Low Purchase Price

www.myautoplus.com
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= Deceptively Low Monthly Finance Payment

 NewWorld AutoImportsd/b/a SouthwesKia
5 Adsprominentlyclaimedspecificlow monthly financepayments
5 Disclaimersevealediargeballoonpayment
e ParamountKiaof Hickory
5 Videoad prominentlyclaimedfinancepaymentsof $99/mo
5 Disclaimestatedthat in months4 72, paymentswould be $531
« NissanSouthof Atlanta
5 Printad prominentlyclaimedfinancepaymentsof $99/mo
5 Disclaimeistated$99wasonly for first two of 84 months
 NormReeves$iondaSuperstore
5 Printad prominentlyclaimed0%APRor 60 months
5 Disclaimerstatedthat 0%appliedonly up to $12,000financed
* FowlervilleFord
5 Videoad prominentlyclaimedspecificlow monthly financepayments

5 Disclaimeffailedto clearlyandconspicuouslyliscloseriggeredterms,
including72 month repaymentterm and APR(usingthat term)



Example:
Deceptively Low Monthly Finance Payment




Deceptive “$0 Down” Lease Claims

e

e CourtesyAutoGroup
5 VideoandInternet adsprominently claimed$0 down and specificlow monthly payments
5 Disclaimerstatedacquisitionfee due up front, and adslackedcertain CLAriggereddisclosures

BillRobertsorn& Sonsd/b/a Hondaof Hollywood
5 Printadsprominentlyclaimed$0 due at signing,and specificlow monthly payments
5 Disclaimerstatedlargepaymentdue at signing(e.g.,$1,995 $2,499) andadslackedcertain
CLAtriggereddisclosures
Infiniti of ClarendorHills
5 VideoandInternet adsprominently claimed$0 down and specificlow monthly payments
5 Disclaimerstatedacquisitionfee, first payment,and/or largedownpayment(e.g.,$3,499 r
$4,999)wasdue upfront, and adslackedcertain CLAriggereddisclosures
NormReeves$iondaSuperstore
5 Printadsprominentlyclaimed$0 due, $0 securitydepositand specificlow monthly payments
5 Disclaimerstatedacquisitionfee andsecuritydepositdue up front, andadslackedcertain CLA
triggereddisclosures
NewWorld Auto Importsd/b/a SouthwesKia
5 Internetadsprominentlyclaimedspecificlow monthly leasepaymentsand $27 down

5 Disclaimerstatedacquisitionfee andfirst paymentrequired,andadslackedcertain CLA
triggereddisclosures



Example:

tive “$0 Down” Lease Claims

[ Lease a 2013 637 Sedan for just 5269 a month at Infiniti of Clarendon Hill

Fle Edit View Bookmerks Widgets Tools Help

P H com for more gelais! T AN GIT 329y
Spring is in the airl = R a'dnih rendon Hills

The Infiniti Limited Engagement Spring Event is on at Infiniti of

Show more




Deceptive Sweepstakes Claim

e FowlervilleFord

5Dealersentconsumerglirect mail solicitations
resemblinga scratchoff sweepstakegntry

5Scratchoff ticket alwaysrevealeda “winning” entry
5Consumersieverreceivedthe advertisedprize

5instead,their “prize” wasthe right to enter a
sweepstakeswhichno consumersvon)



Example:
Sweepstakes Claims
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Auto Dealer

Order Provisions

e Dealersbarredfrom misrepresentinghe
typesof termsthey allegedlymisrepresented

o If violatedTILAor CLAtheywere werewerewere



Educational Materials

MONEY & HOMES & HEALTH & JOBS & PRIVACY & Bz
CREDIT MORTGAGES FITNESS MAKING MONEY IDENTITY VIDEG &MEDIA




“Money & Credit” : “Buying& Owninga Car”

a

* ‘fou Can't Win

Faying Your Car Loan

|

HEALTH &
FITNESS

X
MAKING MONEY !
» Going Gra=n - . —

- = = * Coping with Debt
The Buyers Guide is required on all used cars sold by dealers. Read about payment

- Co-signing a Loan

PRIVACY & i R R . -
IDENTITY options, private sales, warranties, service contracts and spoken promises.

Car Ads = A Tewt Twist on Debt Collection
BLOG That "special’ offer by a car dealer may not be the best deal. Here's how to compare the

* Common Sense Protections for

terms of sale prices and financing in ads.
Yoor Finanrisl Infor metion

VIDEO & Renting a Car
MEDIA This guide to common terms and fees can make rerting a car easier and less expensive.
b Understanding Vehicle Financin
L3 LI e L ! DTN

what to expect at the dealership.

Auto Service Contracts and Warranties
What's the difference between a service contract and a warranty? Find out, and get tips
on howy to recognize and avoid auto warranty scams.

Auto Warranties & Routine Maintenance
Iz it ever okawv for an auto dealer g deny warraniv coverage becayse snmenne plzedid

routine maintenance on your car?




Educational Materials

e Additional FTC Resources:

AOrder free materials from bulkorder.ftc.gov

AVisit ftc.gov/subscribe to sign up for Consumer
and Business Blog updates.

AVisit consumer.ftc.gov and business.ftc.gov and
bookmark auto resource pages Link, post, tweet,
blog, adapt.

AAll FTC materials are in the public domain.
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