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. AUTHORITY:

Pursuant to the provisions of Sections 31-5, 31-5.1, 42-35-3(b) and 42-35-4(b)(2) of
the Rhode Idand General Laws, the Rhode Idand Department of Trangportation hereby adopts and
edtablishes the following Rules and Regulations regarding dedlers, manufacturer and rentd licenses.

1. PURPOSE:

(@ These Rulesand Regulations are being promulgated to protect the interests of the
public when dedling with motor vehicle dedlersin Rhode Idand. Any violation of these provisons may
resultin:

(1) revocation of adeder=slicenseor

(2) suspension of adeder=slicenseor

(3) suspension or loss of deder=sregigration plates or

(4) full redtitution of any money and/or motor vehicle repairs and parts suffered by any
purchaser as a result of an unconscionable practice or illega transaction as may be determined by the
Department of Transportation, and or

(5) afine imposed in accordance with Rhode Idand Generd Laws 31-5-14(A&C), as
amended.

(b) The purpose of these Rulesis to implement the provisions of Sections 31-5 and 31-

5.1 regarding the issuance, suspension and/or revocation of such licenses aswell asthe regulation of



business practices among the businesses seeking or holding those licenses.

[1l. DEALERS HEARING BOARD:

The Director of the Rhode Idand Department of Transportation establishes afive (5)
member board, hereinafter referred to as the ADealers Hearing Board.@ (The word Department may
be substituted for the title Dedlers Hearing Board.)

The Authority of the Board is to hear evidence and make decisions on behdf of the
Department of Transportation, in order to implement the provisons of Chapters 31-5 and 31-5.1.

The Board will have the authority to act on behdf of the Department. The Board will
serve a the pleasure of the Director of the Department of Transportation.

V. REVIEW OF DECISIONS OF DEALERS HEARING BOARD:

Any licensee, consumer or other person in interest, being dissatisfied with the find decision of
the Board, shall file awritten request for review with the Director of the Department of Transportation.
Request for review must be made within ten (10) days of receiving the Board=s decision. Any further
review of the Director=s decison will bein accordance with he provisons of Sections 31-5 and 31-5.1
and their respective sections.

V. DEFINITIONS

The following terms, when used in these Rules and Regulations shdl be deemed to mean
and include:
(8) ADEALER@means any person, firm or corporation who sdlls or acts as a broker

with respect to the sdle of more than four (4) vehiclesin any one cdendar year shall be consdered a



motor vehicle deder. Any person, firm or corporation who prior to the retall sde of amotor vehicle,
converts, or otherwise assembles, ingtdls or affixes abody, cab or specia equipment to a chassis or
who adds to, subtracts from or modifies a previoudy assembled or manufactured motor vehicle shdl be
considered a motor vehicle dedler.

(b) APERSON@includes an individud, firm, corporation, co-partnership, joint venture,
joint adventurers or association, and the plurd as wdl asthe sngular number.

(c) APLACE OF BUSINESS@means adesgnated location a which the business of
the dedler or auction is conducted, and facilities for digolaying new or used motor vehicles are
maintained.

(d) ABRANCH@means alocation where the business of amotor vehicle dedership is
carried on and where dl minimum requirements are in effect.

(e) AANNEX @means aloceation where the business of amotor vehicle dedership is
carried on in addition to the place of business designated on the dedler=s license and lies within the
radius of two (2) driven miles.

(H AAGENT@shdl mean anindividud or groups of individuas authorized by another to
act for him,

(9) AAPPLICANT@shall mean aperson or partnership or corporation or association
filing an gpplication for alicense from the Rhode Idand Department of Transportation under these
Reguldtions.

(h) AADVERTISEMENT@(indluding the terms Aadvertise@and AadvertiSsng@ means
any ord, written or graphic statement made by a sdller in any manner in connection with the solicitation

of business and includes, without limitation because of enumeratic statements and representations made



in anewspaper or other publication or on radio or television or contained in any notice, handbill, sgn,
billboard, poster, hill, circular, brochure, pamphlet, catalogue or letter, or printed on or contained in any
tag or labd which is attached to or accompanies any merchandise offered for sde.

(i) AAUTHORIZED DEALER REPRESENTATIVE@means a salesperson, sales
manager or other agent or employee of a motor vehicle deder or auction who is authorized to represent
or act for the deder or the auction in connection with the acceptance, rejection or modification of motor
vehicle purchase contracts.

(j) ACLEAR AND CONSPICUOUS@means that the statement, representation or
term being disclosed is of such size, sound or color contrast and is so placed asto be readily noticesble
to the person to whom it isbeing disclosed. A statement contained in a printed contract, form or notice
isnot clear and conspicuous unlessit isprinted in at least ten point type or its equivaent.

(k) AFRANCHISED DEALER@shdl mean alicensed dedler who holds afranchise
agreement or more with alicensed manufacturer or distributor to sell new motorized vehicles of atype
to be registered and has received gpprova from this Department.

(1) AAUCTION@means a person, firm, partnership, corporation or association who
engages in the business of auctioning motor vehiclesto and for licensed motor vehicle deders only, on a
wholesale basis.

(m) AAUCTIONEER@s one who sdlls motor vehicles at an auction for another on
commission or for arecompense and is licensed and bonded by the State of Rhode Idand Department
of Busness Regulaions.

(n) ANEW OR UNUSED MOTOR VEHICLE@ghdl mean amotor vehidlethat is

transferred from either a manufacturer or adistributor to a franchised deder of the same line make with



acertificate of origin and caries afull factory warranty. Any motor vehicle thet is transferred from one
franchised deder to another same line make franchised deder with a certificate of origin and afull
factory warranty shall dso be considered a new or unused motor vehicle.

(0) ADEMONSTRATOR@shd! mean anew motor vehicle used for demondration
purposes by alicensed dedership which as a certificate of origin, afactory warranty, and awritten
disclosure identifying the vehicle as ademondrator vehicle. The written disclosure shdl include the
number of miles that the vehicle has been driven and the terms of the factory warranty. Any motor
vehicle used for demonstration purposes by a licensed dedership that has been previoudy registered
shal not be considered a demonstrator vehicle.

(p) AUSED MOTOR VEHICLE@ghdl mean any motor vehicle that does not fdll
within the definition of anew or unused motor vehicle or demonstrator vehicle shal be consdered a
used motor vehicle.

(q9) AMANUFACTURER@means any person, partnership, firm, association,
corporation or trust, resdent or nonresident who manufactures or assembles new motor vehicles, or
imports for digtribution through digtributors of motor vehicles, or any partnership, firm, association, joint
venture, corporation or trust, resident or non-resident, which is controlled by the manufacturer.

Additiondly, the term manufacturer shdl include the following terms:

(1) AFactory Branch@which means a branch office maintained by a manufacturer for
the purpose of sdling, or offering for sale, vehiclesto adigtributor or new motor vehicle deder, or for
directing or supervising in whole or in part factory or distributor representatives.

(2) ADitributor@which means any person, firm, association, corporation or trust,

resdent or nonresident, who in whole or in part offersfor sde, sdlls or digtributes any new motor vehicle



to new motor vehicle dedlers or who maintains factory representatives or who controls any person, firm,
associaion, corporation or trust, resdent or nonresident, who in whole or in part offersfor se, sdlsor
distributes any new motor vehicle to new motor vehicle deders.

(r) APERSON@means a natura person, corporation, partnership, trust or other entity,
and, in case of an entity it shal include any other entity in which it has amgority interest or effectively
controls as well the individud officers, directors, and other personsin active control of the activities of
each such entity.

(99 ANEW MOTOR VEHICLE DEALER@means any person engaged in the business
of sdling, offering to sall, soliciting or advertising the sde of new motor vehicles and who holds, or held
at the time a cause of action under this chapter accrued, avalid saes and service agreement, franchise
or contract, granted by the manufacturer or distributor for the retail sde of said manufacturer=s or
digtributors new motor vehicle.

() AMOTOR VEHICLE@means every vehicle intended primarily for use and
operation on the public highways which is sdf-propelled, not including farm tractors and other machines
and tools used in the production, harvesting and care of farm products.

(u) AFRANCHI SE@means the agreement or contract between any new motor vehicle
manufacturer, written or otherwise, and any new motor vehicle deder which purportsto fix the legd
rights and liabilities of the parties to such agreement or contract, and pursuant to which the dedler
purchases and resdlls the franchise product or leases or rents the dealership premises.

(v) AGOOD FAITH@means honesty in fact and the observation of reasonable
commercid standards of fair dedling in the trade as is defined and interpreted in 6A-2-103(1)(b).

(w) ADESIGNATED FAMILY MEMBER@means the spouse, child, grandchild,



parent, brother or sster of the owner of anew motor vehicle dedler who, in the case of the owner=s
degth, is entitled to inherit the ownership interest in the new motor vehicle dedership under the terms of
the owner=s will, or who has been nominated in any other written instrument or who, in the case of an
incapacitated owner of a new motor vehicle deder, has been gppointed by a court asthe legd
representative of the new motor vehicle deder=s property.

(X) ARELEVANT MARKET AREA@xshall refer to (1) aradius of twenty (20) miles
round a proposed dedler, or (2) the area of responsbility defined in the franchise, whichever is gredter.

(y) AFRAUD@s=hdl indude, in addition to its normal legd connotation, the fallowing: a
misrepresentation in any manner, whether intentionally false or due to gross negligence, or ameaterid
fact; apromise or representation not made honestly and in good faith; and an intentiond failure to
disclose amaterid fact.

(2 ADEPARTMENT@shall refer to the Rhode 1dand Department of Transportation

(aa) ARENTAL VEHICLE BUSINESS@means any person, firm or corporation,
whether resident or non-resdent, engaging in, or granting afranchise or license to engage in, or granting
use of its name, trademark or trade name, the business of renting motor vehiclesfor the transportation of

persons or property.

VI. REQUIREMENTS FOR DEALERS.

(& AMUST BE PRIMARILY A DEALER IN MOTOR VEHICLES@ The business
of dedling in motor vehiclesis of prime and vitd importance to the car buying public. The purchaser of a

motor vehicle hasthe right to expect that it be equipped with proper brakes, lights and other safety



appliances as required by law. Consequently, the sdle of motor vehicles must not be carried on asa
sde line by any other type of business.

(2) Any scrap/salvage dedlers must set up an entirely separate place of business and
comply with those minimum requirements to operate as amotor vehicle deder.

(2) Any gasoline filling station who desires to become a motor vehicle dedler mug, in
addition to meeting dl other requirements, remove dl retail gasoline pumps and sgns.

(b) APLACE OF BUSINESS@ Every deder must establish a suitable place in which
to conduct the business of deding in motor vehicles. The busness must be housed in one (1) building,
on the premises, which contains at least 2400 square feet of enclosed and heated floor pace to provide
a suitable office and space where motor vehicles may be properly repaired and serviced. Any dedler
whose license expires at midnight, December 31, 1983, may be granted an exception to this
requirement at the discretion of the Department. Minimum floor space in dl instances shdl be
interpreted as aground level space and in no instance shal basements or second floors or any upper or
lower areas be congdered in computing the required minimum amount of office, service, or showroom
enclosed space. Any gpplicant requesting a license to ded in motor vehicles who presently maintains or
intends to gpply for a competitive body shop license must provide at least 2400 square feet of enclosed
and heated floor space in addition to any other license requirements. A minimum requirement for lot
display must be 2,400 square feet. This place of business must be used exclusvely by the deder for the
purpose of displaying, repairing, buying, and sdling vehicles.

Deders soldy in the business of buying and selling motor scooters, motorcycles and
mopeds will be licensed to sl these vehicles only. The place of business for such deders must be

housed in abuilding that measures at least 1200 square feet of enclosed and heated floor space, to



provide a suitable office and space where cycles may be properly repaired and serviced. Such
dealer=slicense must be stamped Afor mopeds, motorcycles, or motor scooters only. @ Dedler plates
issued to such dedlers may only be used on mopeds, motorcycles, or motor scooters, and may not be
used on other motor vehicles,

(c) APROOF OF OWNERSHIP OR LEASE@ Every deder mugt provide the
Department at the time of gpplication for a deder=s license with proof of ownership (copy of deed) of
the place of busness, or with a copy of aforma sgned lease for the place of business, including the
sguare feet of the building and outsde display area, that is at least one (1) year in duration.

(d) ACHANGE IN LOCATION@ When a change in location is contemplated,
notification shal be made to the Department on whatever forms the Department requires and must be
approved by this Department prior to the relocation. If the new location has not been previoudy
gpproved by the Department, the same procedure shal be followed as if it were anew application.

(e) AZONING@ Every applicant for a deder=s license who desires to operate in any
city or town which has a zoning law or zoning regulaions must submit proof, in writing, that the property
on which heintends to conduct his motor vehicle dedership is property zoned for the business of deding
in motor vehicles. If atown or city requires alicense to sall motor vehicles, this office must receive a
copy of that licensein lieu of the zoning gpprova notice.

(f) AREPAIR AND SERVICE FACILITIES@ Every deder must maintain a service
and repair shop with sufficient tools to perform routine repairs and maintenance of motor vehicles.

(g) ADISPLAY OF LICENSE@ Every deder must conspicuoudy display the deders
license &t the location for which it was issued.

(h) ASIGNS@ Every deder must display asign or window lettering on the front of the



premises where the building is located showing the actud name under which the businessis licensed.
The words and lettering of the Sgn must be of gze sufficiently large enough to be reedily discerned. The
totd 9ze of the 9gn must be aminimum of 24 square fegt, or the maximum size under loca zoning
ordinances if such ordinances restrict Sgnsto less than 24 square feet.

(i) ABUSINESS TELEPHONES@ Prior to the issuance of a dedler=slicense, dl
gpplicants must have atelephone ingtdled at the licensed address including main, branch, and annex
locations.

() ALOCATIONS@ A separate license must be obtained for each annex or branch
location. The Department may waive certain requirements for deders when an annex lies within the
radius of two (2) driven miles from the main place of business specified on the deder=slicense and isto
be used for the sdle of used vehicle,

(k) ABRANDS OF MOTOR VEHICLES TO BE SOLD@A deder may only sl
those brands of new vehicles as a Afranchised dedler@that are listed on the license gpplication(s)
submitted by the dedler and approved by the Department. If adeder wishesto sdll additiond brands of
new vehicles, he must gpply for permission to do so from the Department in accordance with Rhode
Idand Genera Law 31-5.1-4.2.

() ASALESMEN/AGENT@ No deder shdl be permitted to accept any motor vehicle
transactions negotiated by a sdesman or agent during the course of his employment as a sdesman or
agent for any other dedler. Deders shdl not permit individuds not actudly in their employ and not
actudly sdling vehiclesfor that dedler, to use the deder=s headquarters, premises, deder plates, or
sdes documents when sdlling motor vehicles. Payroll records must be available to the Department on

request. Any person buying motor vehicles(s) for any licensed dedership must use that dealer=s



company check to purchase such vehicle(s). The owner, a partner or a corporate officer of such
dedership must aso be authorized to Sgn the same company checks.

(m) APREPARATION FEE@or ADOCUMENTARY FEE@ A motor vehicle deder
licensed by the Department may, in connection with the sde of amotor vehicle, impose afeefor the
service of registering and titling said vehicle with the Divison of Motor Vehicles Said fee shdl be
separately itemized on the bill of sde, and designed ATitle Preparation Fee@and shall not exceed
twenty dollars ($20.00).

A motor vehicle deder who, in connection with the sde of amotor vehicle, imposesa
ATitle Preparation Fee@shd provide to the purchaser awritten statement which fully disclosesthe
services to be rendered pursuant to the payment of the ATitle Preparation Fee.@ Sad services shdl
include:

(1) preparation of the title application;

(2) preparation of the sdestax forms;

(3) preparation of any other forms required to title the vehicle, and

(4) regigtering and titling of the vehicle a the Divison of Motor Vehicles

No dedler shal impose any other fees of smilar meaning and/or for related services,

such as, but not limited to: freight, handling, overhead expenses, vehicle preparation, etc., in an attempt

to crcumvent thisrule.



(n) AFINANCIAL REQUIREMENT@ In order that the purchasers of motor vehicles
shdl be adequatdly protected, al gpplications for alicense must be accompanied by afinancia
satement prepared by a Certified Public Accountant (CPA) showing a sufficient amount of cash and
other tangible assets over and above dl lidbilities that would judtify the issuance of such license. The
Department may request aline of credit. The Department has the authority to request for ingpection any
and dl documents pertaining to the business.

A bond in the amount of $15,000 for al motor vehicle deders, and $5,000 for moped
deders, payable to the Department, issued by a surety company authorized to do businessin Rhode
Idand, must befiled. Said bond shal be filed yearly dong with the dedler=s license renewa forms and
shdll bein effect until December 31 of that year.

(0) AHOURS OF BUSINESS@ The business of dedling in motor vehidesmust be a
full time operation and such establishments must be kept open for business during norma business hours

unless a sudden emergency makes it necessary to close, a which time the Department must be notified.

(p) ADISPLAY OF VEHICLES@ All motor vehicles must be owned by the dedler,
and dl sdes transactions must be made from the dedler=s licensed place of business. No deder shall
display avehicle other than at his place of business. The Department shdl have the authority to make
exceptions.

(q) ASUNDAY SALES@ No deder shdl have open for the conduct of business any
part of his dedership on Sundays. In the event of a conflict between this rule and Rhode Idand State
laws, thisrule shall be consdered null and void.

VIl. ADMINISTRATIVE POLICIES - MOTOR VEHICLE DEALERS




(8 APPLICATION: Every deder must fill out an application for adeder=slicenseon a
form prescribed by the Department. Every applicant for aMotor Vehicle Deder=s License must
furnish three to four photographs showing front view, right and |eft Sde views, and the rear view of the
premises along with the gpplication, except in case of renewd.

(b) CHANGE IN MEMBERS OF A PARTNERSHIP OR OFFICER OF A
CORPORATION OR ASSOCIATION: The Department must be notified within ten (10) days, in
writing , on whatever forms the Department may require, if thereis a change in members of a
partnership or officers of a corporation or association licensed by the Department. If the location does
not meet the Minimum Requirements, as amnended then at least one (1) of the present owners, partners
or corporate officers on record must remain on record for aminimum of sx (6) months after the
effective date of such change. Thelicenseis not subject to transfer at any future date without
goplication to, and approva from the Department. The Department may revoke the license of a
corporation when the officers are changed and the new officers are unfit to do busnessas adeder
under Rhode Idand Generd Law 31-5-11(a).

(¢) RETIRING FROM BUSINESS: When alicensee retires from business, he must
return his deder=slicense, deder plates, temporary plates, and loaner agreement formsto the
Department on the date of such retirement or closing.

(d) RECORD OF VEHICLES BOUGHT AND SOLD: Dedersre required to
maintain abook or other system in which shal be recorded a complete description of dl vehicles bought
and s0ld, vehicles taken in trade, including the name and address of the previous owner and new owne,
date of transaction, make of vehicle year, type, model and motor number, and acopy of every title

sgned by the purchaser at the time of sdle acknowledging receipt of or the presence of such



vaid/negotiabletitle. Thisbook or other system shal be open for ingpection of employees of this
Deprtment, Divison of Motor Vehiclesinspectors, police, employees of the Department of Attorney
Generd, or any other proper officers at al times during hours of business.

(e) BILLS OF SALE: Every deder mugt give ahill of sde with each vehicle purchased,
and must maintain a copy of the bill of sde as part of the records required abovein Section 'V,
subsection (d). The bill of sale must be numbered and contain the dedler license number, sales tax
number, odometer reading, and must state what warranties are being given. If no warranty is given, this
must also be stated on the bill of sdle. Thebill of salefor al used vehicles must also contain anctice to
the buyer which clearly and conspicuoudy states asfollows. AAttention purchaser: Rhode Idand law
requires that al motor vehicles sold a retall must bein such condition asto pass a State safety
ingpection at the time of sdle 0 asto protect consumers.@

(f) TITLES: Title shal pass from the deder to the consumer a the time of sale, unless
such vehicle isto be registered by said deder, then a maximum of twerty (20) days from the date of
sde shdl be dlowed. Deder must obtain asigned receipt from the buyer. The receipt must be kept by
the deder. If the deder isnot able to produce areceipt, it shal be presumed that the title was not given
to buyer.

(9) SPECIAL USE VEHICLES:

(1) Demongtrators. The word ADemonstrator@shal be understood to refer to a motor
vehicle which has never been sold to a member of the public; this term describes cars used by
automobile dedlers or their sdesmen and shdl be so identified in writing on the bill of sde when sold

and/or advertised for the firgt time at retall.



(2) Executives= and Officids= Cars. AExecutives@and AOfficds@motor vehicles
must have been used by executives, personnel of a motor vehicle manufacturer, distributor, or adeder,
and dhll be so identified in writing on the bill of sdle when sold and/or advertised for thefirst time a
retal.

(3) Taxi-Cabs, Police Cars, Leasing Cars, Rentd Cars, etc.: Such vehicles shdl be so
identified in writing on the bill of sde when sold and/or advertised deder-todeder up to and including
thefirdt retall buyer. Thisrule shdl gpply to sdvage, restored, and other vehicles with extensive damage
as may be determined by the Department.

(h) DEALER PLATE ALLOCATION: The Department will alocate dedler platesin
proportion to the amount of sales of licensed deders. All new deders shdl be issued three (3) plates at
thetime of licenang. At the end of Sx (6) months, and from time to time theregfter, such deder may
apply to the Department for additiona plates by establishing sdes that would indicate its sdles over a
period of one (1) year. For each one hundred (100) sales per year, adeder will be issued three (3)
plates. Thisincludesthethree (3) plates origindly issued. Any deder engaging in the unconscionable
practice of loaning or leasing deder plates is subject to immediate revocation of license.

All logt or stolen dedler plates must be reported to the Department. Any licensee who
wishesto replace alost or stolen dedler plate must gppear in person at the Department with acopy of a
police report to Sign an affidavit. Any plate reported lost or stolen cannot be used upon being found or
returned to the dedler. Dealers who desire additional dedler plates must gpply in writing, to the
Department stating the amount and reason(s) for such arequest, and in addition, must complete the
form(s) required by the Department, subject to Department approva.

(i) DEALERSHIP NAME CHANGE: Whenever licensee wishes to change the name



of their licensed dedlership, they may apply to do so on whatever form(s) the Department requires,
providing the owner, partners, or corporate officers on record, remain on record under the new
dedership name. A new license certificate shal be issued upon gpprovad of such change in dedership
name, pursuant to Rhode Idand General Law 31-5-8, asamended. It shall be clearly understood that
whether or not the new dedership nameisthat of a corporation, the licensee shdl remain respongible for
any prior happenings under that dealer license number.

VIll. ADVERTISING:

(& NAME AND ADDRESS OF DEALER: All advertising for the sdle or purchase of
any motor vehicle must disclose the licensaed business name and address of the dedler except classfied
advertisements, which need only contain the ded er=s license number.

(b) PRICE:

(1) No deder shdl advertise the price of motor vehicles unless such priceis the full
ddivered price. Chargesfor freight, handling, vehicle preparation, overhead expenses, consultation
fees, or any other feesthat are inconsstent with these Rules shall not be used in advertising nor included
on the hill of sde.

(2) When the price of amotor vehicle is quoted, the advertissment shdl clearly identify
the motor vehicle as to make, year and mode!.

(3) The word Awholesdle@shdl not be used in retail motor vehicle advertisng to imply
that motor vehicles are being offered to the generd public & Awholesde prices.@

(4) The price of motor vehicles shall not be advertised in relation to the vehicles
Ainvoice price@ Adedler cost,@or words of Smilar meaning.

(5) No deder shdl offer amotor vehicle with Acash rebates@or words of amilar



meaning, unless such rebate isin the form of a cash incentive given directly to the consumer from the
manufacturer or digtributor of said motor vehicle,

(6) No price shdl be used in the advertising for sale of motor vehicles unlessavehicle
or vehicles are actualy available at the price sated and as described. Whenever a price is advertised
for anew motor vehicle, the stcock number of that vehicle must be conspicuoudy placed in the ad, unless
it is clearly stated that the vehicle may be ordered a such aprice. If the ad datesthat the vehicle must
be ordered and is not in stock, it must also state an gpproximate reasonable ddlivery date based on
actua recent experience with ddivery time for that particular make and model of vehicle.

(7) Unsupported undersdling clams are viewed as not in the public interest and shdl not
be used, because it is obvious that no dedler can be fully informed about every competitor=s prices at
dl times. This pertainsto such statement as. AOur prices are guaranteed lower than esewhere, @
AMoney refunded if you can duplicate our vaues, @AWe guarantee to sell for less @AHighest trade-in
dlowance, @A We give $300 more in trade than any other dedler,@etc.

(8) Use of tdlegrams, cards, circulars, letters, or other advertisng containing such offers
as AWould you Take $...,@are condemned as deceptive and detrimental to the public=sinterest. Such
devices have invariably been found to be inaccurate and to have been used unfairly to attract purchasers
who were not given the trade allowance quoted.

(9) Statements such as AWrite Your Own Ded, A @Jame Y our Price,@AName Y our
Own Monthly Payments @AAppraise Y our Own Car,@and phrases of smilar import shal not be used.

(c) BAIT AND SWITCH: Bait and switch advertisng and sdlling practices shdl not be
used. A motor vehicles advertised at a specific price shdl be in the possession of the advertiser and

congpicuoudy displayed at the address given, unlessthe ad clearly states the vehicle must be ordered.



It shal be willingly shown, demonstrated and sold or, asto a new motor vehicle floor modd, orders
shdl be taken for future ddivery of the identical modd at the advertised price and terms. If the specific
model advertised a a designated price is not available asit has been sold subsequent to the placing of
the ad, the advertiser shdl, upon request of any interested buyer, show sales records of the advertised
motor vehicle or motor vehicles which dlegedly have been sold.

(d) BUSHING: Bushing isthe practice of increasing the salling price of a car that
origindly quoted the purchaser, after the purchaser has made an initid payment, either with money or
with atrade-in, or sgned a contract. Such practice of bushing or Smilar practicesis deceptive, not in
the public interest, and shdl not be used.

(e) TRADE-IN ALLOWANCE: No specific price shdl be stated in an advertisement
as an offer for atrade-in, if the price so stated is contingent upon the condition, modd, or age of the
prospective buyer=s motor vehicle, without so stating in the advertisement. The use of phrases such as
Aup to,@Aas much as,@etc. shdl not be considered an adequate explanation.

Notwithgtanding any provisonsto the contrary in retail sdes agreement, no deder shall
decrease the value of atrade-in previoudy made part of a sdes agreement because of additiona
depreciation from the time of the agreement until ddlivery of the new vehicle. Thisshdl not exclude a
dedler from re-evaduating a trade-in because of damage to the vehicle or remova of equipment after the
sdes agreement was entered into but before ddivery of the new vehicle is completed.

(f) USED VEHICLES: When a used car of the current or previous year seriesis
advertised in any media, the word USED must be shown as the prefix to the mode year in the same size
type. The stock number and current mileage shall also appear.

EXAMPLE: Used (year) (made) (modd) (stock number) (mileage)



(g) REPOSSESSIONS: The Term Arepossessed@shall be used only to describe such
motor vehicles as have been presently and directly taken back from apurchaser. Advertisers offering
repossessed cars for sdle shal be willing to offer proof of such repossessons. An amount quoted as an
unpad baance shdl be the full sdlling price unless otherwise Sated.

(h) DEALER PREP: No deder shdl chargeits new car customersfor Adeder prep@or
other specified pre-ddivery services when the manufacturer or digtributor of the vehicle in question has
agreed to reimburse dealer for such services, or when the ded er=s agreement with the manufacturer or
digtributor contemplates that the dealer will adequately prepare the vehicle for ddivery a no chargeto
the customer.

() AFREE@EQUIPMENT: No equipment, accessories, or other miscellaneous
merchandise shal be described as AFree, @ANo Charge,@or words of Smilar meaning. No cash
awards or merchandise give-aways shdl be offered. Trading samps may not be offered with the
purchase of amotor vehicle. No equipment, accessories or other merchandise shall be described as
being available a minimd cog, in an atempt to circumvent thisrule. Thisrule, however, shdl not be
construed to prevent a deder from advertisng whatever equipment a motor vehicle contains at the
advertised price by use of such wording as Aevery car includes, X,Y,Z equipment.@

() DRIVING TRIALS

(1) AFree Driving Trid@can only mean that the purchaser may drive the car during the
trid period and return it to the deder within the specified period and obtain arefund of al moneys,
return of car traded in, Sgned agreements or other considerations deposited. The exact terms and

conditions of the AFree Driving Trid@shdl be set forth in writing and a copy given to the purchaser at



the time of sdle.

(2) ADriving Trid@means that the purchaser may have the use of the car with the
undergtanding that if it is not satisfactory, the amount paid will be gpplied to any other car inthe
dedler=s stock, of like or greater advertised vaue. The exact terms and conditions of the ADriving
Trid@shdl be set forth in writing and copy given to the purchaser at thetime of sdle. The car, however,
must be returned within the driving tria period, in substantidly the same condition as when received.

(k) GUARANTEED: When such words as AGuarantee, @AWarranty, @or other terms
implying protection are used in advertisng, explanation shdl be given in clear and concise language asto
the time and coverage of such guarantee or protection. The purchaser shdl be provided with awritten
document stating the specific terms and coverage thereof.

(2) Unless otherwise qudified, such expressons as A90-Day Warranty, @A6 Month
Warranty, @or others of smilar import, mean that the seller will pay for al needed repairs, both asto
labor and parts, for the period of time and/or mileage specified.

(2) If ether l1abor or parts are not covered by such guarantee or warranty, the offer shall
be qudified as, for example, AParts Guaranteed - Labor Extra.@

(3) A Anew car guarantee@shdl not be offered in connection with the sdle of aused

(2) PICTURED VEHICLES: No photographs, sketches, cuts, etc. shall be used
showing equipment not included in the price quoted unlessiit is clearly itemized as to which equipment
pictured is not included in the quoted price. (Examples. Whitewadl tires, two-tone paint, deluxe trim,
bumper guards, specia whed covers, etc.)

IX. REQUIREMENTS FOR AUCTION DEALERS:




(8) APLACE OF BUSINESS@ Every auction must etablish asuitable placein which to
conduct the business of dedling in motor vehicles. The business must be housed in a building, on the
premises, which contains at least 7,000 square feet of enclosed and heated floor space to provide a
suitable office and space where motor vehicles may properly enter and exit. Minimum floor spacein al
instances shdl be interpreted as a ground level space and in no ingtance shall basements or second
floors or any upper or lower areas be consdered in computing the required minimum amount of space.
A minimum requirement for lot disolay must be five (5) acres (218,800 square feet). Such auction
dedler=slicense must be stamped Aauction deder only. @

(b) APROOF OF OWNERSHIP OR LEASE@ Every auction deder must provide the
Department at the time of gpplication, for a deder=s license, with proof of ownership (copy of deed) of
the place of business, or with a copy of aformal lease for the place of businessthat is at least one (1)
year in duration.

(c) ACHANGE IN LOCATION@ When achangein location is contemplated,
notification shdl be made to the Department of whatever forms the Department requires and must be
approved by this Department prior to the relocation. If the new location has not been previoudy
gpproved by the Department, the same procedure shal be followed as if it were anew application.

(d) AZONING@ Every goplicant for an auction deder=s license who desires to
operate in any city or town which has a zoning law or zoning regulaions must submit proof, in writing,
that the property on which he intends to conduct his motor vehicles auction is properly zoned for the
business of dedling in motor vehicles. If atown or city requires alicense to ded in motor vehicles, this
office must receive a copy of that licensein lieu of the zoning approva notice.

(e) ADISPLAY OF LICENSE@ Every auction deder must conspicuoudy display the



dedler=slicense a the location for which it was issued.

() ASIGNS@ Every auction deder mugt display asign or window |ettering on the front
of the premises where the building is located showing the actud name under which the busnessis
licensed. The words and |ettering of the Sgn must be of Sze sufficiently large enough to be reedily
discerned. Thetotd size of the 9gn must be a minimum of 24 square feet, or the maximum size under
locd zoning ordinances if such ordinances restrict Sgnsto less than 24 square feet.

(9) ABUSINESS TELEPHONES@ Prior to the issuance of an auction deder=s
licensg, dl gpplicants must have a telephone ingdled at the licensed address.

(h) ALOCATIONS@ Any holder of an auction license who desires to engage in the
business of retailing motor vehicles (to the generd public) mug, in addition to meeting the auction
requirements, establish afacility separate and gpart from the auction location and must meet dl minimum
requirements in accordance with Section 111 et seq. of the Department of Transportation=s Rules and
Reguldtions.

(i) AFINANCIAL REQUIREMENT@ No application for an auction desler=slicense
will be considered unless the notarized financial statement shows a minimum of $50,000 in assets over
and above dl liabilities, and must be submitted annualy. The Department has the authority to request
for ingpection any and dl documents pertaining to the business. A bond in the amount of $15,000 for
al motor vehicle auction deders, payable to the Department, issued by a surety company authorized to
do busnessin Rhode Idand, must befiled, for the purpose of indemnifying a good faith purchaser who
auffers any loss occasoned by aviolation of the Genera Laws or the Rules and Regulations of the
Department. Said bond shdl be renewed annudly.

(j) AHOURS OF BUSINESS@ The busness of deding in motor vehiclesmust be a



full time operation and such establishment must be kept open for business during norma business hours
unless a sudden emergency makesit necessary to close, a which time the Department must be notified.

(k) ASUNDAY SALES@ No auction dedler shal have open for the conduct of
business any part of his business of deding in motor vehicles on Sundays. In the event of a conflict
between this rule and Rhode Idand state laws, this rule shal be considered null and void.

X. ADMINISTRATIVE POLICIES - AUCTION DEALERS:

(&) APPLICATION: Every Auction deder must fill out an gpplication for an auction
dealer=slicense on form(s) prescribed by the Department. Every gpplicant must furnish three to four
(3-4) photographs showing front view, right and left Sde views, and the rear view of the premises, a
plan or blueprint of the establishment or location where he intends to do business dong with the
goplication, except in case of renewd.

(b) CHANGE IN MEMBERS OF A PARTNERSHIP OR OFFICERS OF A
CORPORATION OR ASSOCIATION: The Department must be notified within ten (10) days, in
writing, on whatever forms the Department may require if there is achange in membersin a partnership
or officers of a corporation or association licensed by the Department. The licenseis not subject to
trandfer a any future date without application to, and gpprova from the Department. The Department
may revoke the license of a corporation or partnership when the officers or partners are changed and
the new officers are unfit to do business as a deder under Rhode Idand Generd Law 31-5-11(a).

(0 RETIRING FROM BUSINESS. When alicensee retires from or closes his
business, he must return his auction deder=s license to the Department on the date of such retirement or
cosng.

(d) RECORDS OF VEHICLES SOLD THROUGH THE AUCTION: Auction



deders are required to maintain abook or other system in which shal be recorded a complete
description of dl vehidles sold through the auction, including the name and address of the previous
owner and new owner, date of transaction, make of vehicle, year, type, modd, motor (V.1.N.) number,
and mileage. Thisbook or other system shdl be open for inspection of employees of this Department,
Divison of Motor Vehicles inspectors, police, employees of the Department of Attorney Generd, or
any other proper officersat dl times during hours of business.

(e) BILLS OF SALE: Every auction deder must give abill of sde with each vehicdle
sold, and must maintain a copy of these bills of sde as part of the records required above in Section
VII(d). Thehill of sdle must be numbered and contain the auction dedler license number, odometer
reading, and the buyer and seller=s name and address.

(f) SPECIAL USE VEHICLES- TAXI CABS, POLICE CARS, LEASING CARS,
DAILY RENTAL CARS, SALVAGED AND RESTORED VEHICLES: Such vehicles shdl be so
identified in writing on the bill of sale when sold dedler-to-dedler up to and including the first retall buyer.

(g) DEALER PLATES: Allocetion of dedler plates shall be at the discretion of the
Department.

(h) RESPONSIBILITY OF LICENSEE FOR ACTS OF AGENTS: Prior to the hiring
of any employee or agent for the purpose of working at or for the motor vehicle auction it shdl be the
respongbility of the licensee to report to the Department alisting of al proposed personnd aong with
an authorized Bureau of crimina Identification form signed by each proposed employee for gpprovd by
this Department. Such information shdl be reported with every gpplication filed by the licensee and at
each time during the course of the year when another employeeis hired.

If alicenseeisasfirm or corporation, it shal be sufficient cause for the denia suspension



or revocation of alicensethat any officer, director or trustee of the firm or corporation, or any member
in case of a partnership, has been guilty of any act or omission which would be cause for refusing,
suspending or revoking alicense to such party asan individual. Each licensee shal be responsible for
the acts of any agent for such licensee.

(i) AUCTION DEALERSHIP NAME CHANGE: Whenever alicensee wishesto
change the name of their licensed auction dedership, they may apply to do so on whatever form(s) the
Department requires, providing the owner, partner, or corporate officers on record, remain on record
under the new dedership name. A new license certificate shal be issued upon gpprova of such change
in auction dedership name, pursuant to Rhode Idand Generd Law 31-5-8, asamended. It shdl be
clearly understood that whether or not the new dedership nameis that of a corporation, the licensee
shdl remain responsble for any prior happenings under that auction deder=s license number.

XI. ESTABLISHING NEW DEALERSHIP AND RELOCATING EXISTING DEALERSHIPS:

(&) APPLICATIONS: The applicant must comply with the provisons of 31-5.1 and in
addition, dl gpplications for licenses must conform to requirements of Rhode Idand Generd Laws
Chapter 31-5 and 31-5.1 and these Regulations.

(b) HEARINGS: In the event that thereisatimely protest filed by anew car deder in
sameline, a hearing will be held in compliance with the Statute 31-5.1-4.2A.

The date, time and location of hearings under Section 31-5.1 will bemaled to dl
parties, by norma mailing, thirty (30) days before such hearing. No party having actua knowledge of
the hearing may raise an objection for fallure to be notified by malil.

The hearing will take place no sooner than thirty (30) days of the Department receiving

notice of a protest by a new motor vehicle deder in the same line and make in the relevant market areg;



no later than sixty (60) days of receipt of said notice.
(c) EXCHANGE OF INFORMATION:

(2) This Department encourages the parties to exchange documents and expected
testimony intended to be used at ahearing. 1n the event that the parties choose not to exchange
information, then the aggrieved party will be given up to forty-five (45) days continuance, a the
discretion of the Department, to review and rebut the evidence submitted at the hearing.

(i) the department will base its decison on the length of any continuance on the

availability, complexity and technical nature of the evidence not exchanged. In
addition, the Department can, in its discretion, on the basisthat a party is
surprised by the evidence not exchanged, grant a continuance.

XIl._SHOW CAUSE HEARINGS & FINES:

(8) SHOW CAUSE HEARINGS: If the Department has reason to believe that any
person, firm, corporation or association is.

(1) Violating the provisons of these rules or Rhode Idand Generd Laws, Chapter 31-5
or 31-5.1, the Department may issue its order to such person, firm, corporation or association
commanding them to gppear a a hearing to be held not sooner than ten (10) days nor later than twenty
(20) days after issuance of said order to show cause why the Department should not issue an order to
sad person firm, corporation or association to cease and desist from such violation of the provisions of
this chapter.

(2) If upon such hearing the Hearing Board shall be satisfied that such person isin fact
violating any provison of this chapter, then it shall order such person, in writing, to cease and desist

from such violation or may in its discretion suspend or revoke the license. In the case of suspension or



revocation, the Department must have complied with the notice provisions of Section X111(b)(2) of
theserules. All such hearings shdl be conducted in accordance with the Administrative Procedures Act
Chapter 35 of Title 42-35. If such person shall theresfter fail to comply with the order of the
Department, the Superior Courts for the State of Rhode Idand shall have jurisdiction upon the
complaint of the Department to restrain and enjoin such person from violating this chapter.

(b) FINE SCHEDULE: See 31-5-14 A&C

(c) APPEALS: Any licensee or other person dissatisfied by any order of the Hearing
Board or Department shdl within ten (10) days after receiving the order, file arequest for review with
the Director of the Department of Transportation and thereafter with the Superior Court, not
incongstent with these rules and Rhode Idand General Laws, Chapters 31-5 and 31-5.1.

XII. DENIAL, SUSPENSION & REVOCATION:

(&) REASONS FOR DENIAL, ETC.: The Department may deny, suspend or revoke a
license obtained under these chapters on any grounds found in {31-5-11 and 31-5-23 of the Rhode
Idand Generd Laws, or for any violation of Chapter 31-5.1 or of these Regulations. No License may
be suspended or revoked until after hearing.

(b) HEARINGS ON DENIAL, ETC.:

(1) Denids: Any person aggrieved by any decison of the Department in reference to
denid, may request a hearing on the matter. Such request must be within ten (10) days of receipt of
notice of such denid.

(2) Sugpensons & Revocation: When the Department determines that grounds exist for
the suspension or revocation of alicensg, it will give the licensee at least ten (10) days notice of a date,

time and place of a hearing on the matter, together with a statement of the grounds for the proposed



action.
(3) Hearing Format: All hearingswill be held in accordance with the Adminigtretive
Procedures Act, R.1.G.L. 42-35.

XIV. SEVERABILITY

These Rules and Regulations are hereby declared to be saverable, and if any portion of
these Rules and Regulations shdl at any time be declared to be unenforcesble or illegd, no other portion

of such Rules shdl be &ffected thereby.

THE STATE OF RHODE ISLAND
DEPARTMENT OF TRANSPORTATION

DATE:

William D. Ankner Pnd., Director

| hereby certify that the attached rules and regulations are true copies of the rules and regulations of the
Department of Transportation, attest,

William D. Ankner, Phd., Director



