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A BILL FOR

An Act requiring insurance for certain motor vehicle service

contracts and providing a remedy.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTIONS. 321I.1 DEFINITIONS.

For the purpecses of this chapter:

1. "Motor vehicle service contract” or service contract"
means a contract or agreement given for consideration over and
above the lease or purchase price cf a motor vehicle that
undertakes to perform or provide repair or replacement
service, or indemnification for that service, for the
operational or structural failure of a motor vehicle due to a
defect in materials or skill of work or normal wear and tear,
but does not include mechanical breakdown insurance.

2. "Motor venicle service contract provider" or "provider"
means a person who issues, makes, provides, sells, or offers

to sell a motor vehicle service contract.,

3. "Commissioner" means the commissioner of insurance.
4. "Department" means the department of insurance.
5. "Mechanical breakdown insurance" means a policy,

contract, or agreement that undertakes to perform or provide
repair or replacement service, or indemnification for that
service, for the operational or structural failure of a motor
vehicle due to a defect in materials or skill of work or
normal wear and tear, and that is issued by an insurance
company authorized to do business in this state.

6. "Motor vehicle service contract reimbursement lnsurance
pelicy" or "reimbursement insurance policy" means a policy of
insurance providing coverage for all obligations and
liabilities incurred by a motor vehicle service contract
provider undexr the terms of motor vehicle service contracts
issued by the provider.

7. "Motor vehicle" means any self-propelled vehicle
subject to registration under chapter 321.

8. "Service contract holder" means a person who purchases
a motor vehicle service contract.

Sec. 2. NEW SECTION. 3211.2 INSURANCE REQUIRED.

A motor vehicle service contract shall not be issued, scld,

or offered for sale in this state unless the provider of the
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cservice contract is insured under a motor vehicle service
contract reimbursement insurance policy issued by an insurer
authorized to do business in this state.

Sec. 3. NEW SECTION. 3211.3 FILING REQUIREMENTS.

A motor vehicle service contract shall not be issued, sold,

or offered for sale in this state unless a true and correct
copy of the service contract and the provider's reimbursement
insurance policy have been filed with the commissioner.

Sec. 4. NEW SECTION, 3211.4 DISCLOSURE TO PROVIDER.

4 motor vehicle service contract reimbursement insurance
policy shall not be issued, sold, or offered for sale in this
state unless the reimbursement insurance policy conspicuocusly
states that the issuer of the policy shall pay on behalf of
the provider all sums which the provider is legally obligated
to pay for failure to perform according to the provider's

contractual obligations under the motor vehicle service
contracts issued or sold by the provider.
Sec. 5. NEW SECTION. 3211.5 DISCLOSURE TO SERVICE

CONTRACT HOLDERS.
A motor vehicle service contract shall not be issued, sold,

or offered for sale in this state unless the contract
conspicuously states that the obligations of the provider to
the service contract holder are quaranteed under the service
contract reimbursement policy, and unless the contract
conspicuously states the name and address of the issuer of the
reimbursement policy.

Sec. 6. NEW SECTION. 321I.6 COMMISSIONER MAY PROHIBIT
CERTAIN SALES -- INJUNCTION.

The commissioner shall, upon giving a ten-day notice to a

motor vehicle service contract provider, issue an order
instructing the provider to cease and desist from selling or
offering for sale motor vehicle service contracts if the
commissioner determines that the provider has failed to comply
with a provision of this chapter. Upon the failure of a motor

vehicle service contract provider to obey a cease and desist
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order issued by the commissioner, the commissiconer may give
notice in writing of the failure to the attorney general, who
shall immediately commence an action against the provider to
enjoin the provider from selling or offering for sale motor
vehicle service contracts until the provider complies with the
provisions of this chapter and the district court may issue
the injunction.

Sec. 7. NEW SECTION, 321I.7 RULES.

The commissioner may adopt rules as provided in chapter 17A
to administer and enforce the provisions of this chapter and
to establish minimum standards for disclosure of motor vehicle
service contract coverage limitaticns and exclusians.

Sec. 8. NEW SECTION. 321I.8 EXEMPT.

This chapter does not apply to motor vehicle service
contracts issued by a motor vehicle manufacturer or importer.

EXPLANATION

This bill requires that a motor vehicle service contract
may not be issued, sold, or offered for sale in Iowa unless
the provider of the service is insured under a motor vehicle
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service contract reimbursement insurance policy. The policy
must state that the 1ssuer shall pay on behalf of the provider
of the service contract all sums which the provider is legally
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obligated to pay in performance of the contract.
The bill does not apply to motor vehicle service contracts
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issued by a motor vehicle manufacturer or importer.
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Section 1. NEW SECTIONS. 3211.1 DEFINITIONS.
For the purposes of this chapter:
1. “"Motor vehicle service contract" or "service contract”

means & contract or agreement given'for consideration over and
above the lease or purchase price of a motor vehicle that
undertakes to perform or provide repair or replacement
service, or indemnification for that service, for the
operational or structural failure of a motor vehicle due to a
defect in materials or skill of work or normal wear and tear,
but does not include mechanical breakdown insurance.

2. "Motor vehicle service contract provider" or “"provider"
means a person who issues, makes, provides, sells, or offers
to sell a motor vehicle service contract.

3. “Commissioner" means the commissioner of insurance.

4. PDépartment" means the department of insurance.

5. “Mechanical breakdown insurance" means a policy,
contract, or agreement that undertakes to perform or provide
repair or replacement service, or indemnification for that
service, for the operational or structural fallure of a motor
vehicle due to a defect in materials or skill of work or
normal wear and tear, and that is issued by an insurance
company authorized to do business in this state.

6. "Motor vehicle service contract reimbursement insurance
policy" or "reimbursement insurance policy” means a policy of
insurance providing coverage for all obligations and
liabilities incurred by a motor vehicle service contract
provider under the terms of motor vehicle service contracts
issued by the provider.

7. "Motor vehicle" means any self-propelled vehicle
subject to registration under chapter 321.

8. “"Service contract holder" means a person who purchases
a motor vehicle service contract.

Sec. 2. NEW SECTION. 321I.2 INSURANCE REQUIRED.

A motor vehicle service contract shall not be issued, sold,

or offered for sale in this state unless the provider of the
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service contract is insured under a motor vehicle service
contract reimbursement insurance policy issued by an insurer
auvthorized to do business in this state.

Sec. 3. NEW SECTION. 321I.3 FILING REQUIREMENTS.

A motor vehicle service contract shall not be issued, sold,
or cffered for sale in this state unless a true and correct
copy ©of the service contract and the provider's reimbursement
insurance policy have been filed with the commissioner.

Sec. 4. NEW SECTION. 321I.4 DISCLOSURE TO PROVIDER,

A motor vehicle service contract reimbursement insurance
pelicy shall not be issued, sold, or offered for sale in this
state unless the reimbursement insurance policy conspicuously
states that the issuer of the policy shall pay on behalf of
the provider all sums which the provider is legally obligated
to pay for failure to perform according to the provider's
contractual obligations under the motor vehicle service

contracts issued or sold by the provider.
Sec. 5. NEW SECTION. 321I.5 DISCLOSURE TO SERVICE

CONTRACT HOLDERS.
A motor vehicle service contract shall not be issued, sold,

or offered for sale in this state unless the contract
conspicuously states that the obligations of the provider to
the service contract holder are guaranteed under the service
contract reimbursement policy, and unless the contract
conspicuously states the name and address of the issuer of the
reimbursement policy.

Sec. 6. NEW SECTION. 321I.6 COMMISSIONER MAY PROHIBIT
CERTAIN SALES -- INJUNCTION.

The commissioner shall, upon giving a ten-day notice to a

motor vehicle service contract provider, issue an order

instructing the provider to cease and desist from selling or
offering for sale motor vehicle service contracts if the
commissioner determines that the provider has failed to comply
with a provision of this chapter. Upon the failure of a motor

vehicle service ccntract provider to cobey a cease and desist
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order issued by the commissioner, the commissioner may give
notice in writing of the failure to the attorney general, who
shall immediately commence an action against the provider to
enjoin the provider from selling or offering for sale motor
vehicle service contracts until the provider complies with the
provisions of this chapter and the district court may issue
the injunction.

Sec. 7. NEW SECTION. .321I.7 RULES.

The commissioner may adopt rules as provided in chapter 17A

to administer and enforce the provisions of this chapter and
to establish minimum standards for disclosure of motor vehicle
service contract coverage limitations and exclusions.

Sec. 8. NEW SECTION. 3211I.8 EXEMPT.

This chapter does not apply to motor vehicle service
contracts issued by a motor vehicle manufacturer or importer.

EXPLANATION

This bill requires that a motor vehicle service contract
may not be issued, sold, or offered for sale in Towa unless
the provider of the service is insured under a motor vehicle

service contract reimbursement insuranée policy. The policy
must state that the issuer shall pay on behalf of the provider
of the service contract all sums which the provider is legally

obligated to pay in performance of the contract.
The bill does not apply to motor vehicle service contracts

issued by a motor vehicle manufacturer or importer.
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SINATE FILE 392

AN ACT
RECDIRING ITNSURANCE TOR CERTAIN MOTOR VEHICLE SERVICE COWTRACTS
AND PROVIDING A REMEDY .,

BE LT ENACTED BY TH: GENEPRAL ASSEFMPELY OF THE STATE OF IGWA:

Section L. WEH SECTION. 3211.1)

For the purposes of this chaptac:

DEFINITIONS,

L. "Motor vehicle servige contract” or "sorvice contract!
means a4 conteact Or agreement given [or consideration over and
Auvove the lease or purchase price of a mator vehicle Lhat
wndectakes to parform or provide repaiv or replacenent
service, of iaderiification o0 Lhat service, for the
operational or strugtural farluce of a metor vehicle due Lo a
defest in mataerials ot skill Of work or norical wear and bear,
uut does nct include meconanical breaxdown [asuranae,

2.0 "Motor wehicle servaice conbract peovider” or "provider!
mears 4 perset wWho Dssves, rakes, provudes, seals, oy offers

Lo sel]l A moter vehiole aooviGe conttact .

Senate File 392, p. 2

J. "Commissioner” means the commissioner of insurance.

4. "Department” means the depactment of iasucance.

5. "Mechanical breakdown insuramce"” means a peoliey,
contrack, or agreement that undertakes rto pecforn ar provide
repait or replacement service, ot indecaification for that
service, for the operational or stouctural {atlure of a2 motor
vehicle due to a defect in materials or skill of work oc
normal wear and teay, and that is issued by an insuracce
company auvthocized o 4o business in this state.

6, "Moror vehicle service contract reimbursement insurance
policy” or "reimbursement lasurance policy” means a policy of
inzucance providing coverage for all obligations and
liabilities incurred by o motor vehicle segvice contract
provider under the terms of motor vehicle secvice contracts
issued by the provider.

7. "Motor vehicle” means any self-propelled vehicle
subject Lo registration under chapter 32&.

§. "Service contract helder” means a personr who purchasns
2 motor vehicle secrvice contract,

Sec. 7. NEW SFCTION.  1221.2  THSURANCE REGUTRED.

A motae vehicle serviooe certyact shail aoh be issuwed, sold,
or offered for sale ie this stake unless the peovider of woe
sorvice contracts vs insured wnde: o motor vehicle service
conttact reimbursement lcsurance policy 13sued by an losurer
avthorized to &4 business

Sec. 1. NWa SECTION.

In this state.
3211.3  FILING REQULIREMENTS.

A motor vehicle service cont:act shall not oe ansued, s07d,
o otfered for zale in tonis state unless a true and cacrect
copy of the service contract and the paovider's relmbagsement
Ingurance policy have bdeen Filed wibth the comuissioner,

Sec. 4. KOW SFECOTION. 32114

A motaor vehicle service contoagt rembursement insocancs

DISCLOWIRE TO PROVIDLR.

aiacy shall no- be issued, aoid, ¢ offered for sale ic thig
L b '

slate yrless the sceirhorgsemant (nsnzanes D3y conspacunun’
3 i ¥

states that the issae: 0% the paliay shall pay o behalf ot
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the provader all gums «bhich tne providee 16 legally obligated
Lo pay for failucre Lo perfore according o tae provider's
cunfravtual opligaticors under the potor vebicle Service
conntacts 1ssued or cold by the provider.

fec. S, NED SECTTON.  J217.¢  DISCLOSURE 10 SERVICE
CONTRACT ROLRIRS.

A mOEHT wenicle seevine contract snall not be 1ssaed, sold,
ur offered for saie in this state unless the cortract
censpLeadusly states that the cbligations of the provider to
tha serrice contract holder are guaranteso unoetr the sprvice
cotbract reimburzement palicy, and unless the contract
conuspicuounly gstatey vhe name and Addeens of the jssuer of the
reicbucseacnt eoltay.

Sew. 6. NFW SICTION. 32)11.6 COMMISSIONEH MAY PROHIBIT
CERTAIN SALZS -+ 1NJUXCTION.

The commigsioner shall, upon giving a2 ten-day notice to a
molLog venicle seovice contrast provider, 18szoe an order
ingtracting the provider to cease and desist Eron selling or
cfiering for sale metor venicle setvige contracts if the
commissioner deternines that the provider has fasled vto comply
<ith a provision of this chapter. Ucon the failure of a motor
venlaic servicn contract provider ta obiy 4 cease and desist
srder issaed by the commiscioner, the cormissiconor may 9ive
notice in weiting of the fajlure to the attorney general, who
shal) ipmediately cormence an action aga.nst the provider to
enjoin the provider from selling or of(ecing for sale motor
vehicle seevice centracts watil the provider complies with the
prov.gsions ¢f this chawter and the district court may issue
the injunction.

§ea. 7. NFW STECTION.  321T.7 RULES.

e commissioner may adopt rales as provaded 1n chapter 17A
to adninigter and eniorce the provisions of Ahis crapter and
tn estahlish minlaun standacds for disciosare of motor velicie
LOEVICe contract coverage lamatations and exclusions,

Ses. R, NEW SSCTION. 221T7.8 THXEMPT.

Senate File 342, p. 4

Tnis cnapter does net appiy o metor vebicle servace

CONETACtE 288Uat DY a4 Motor vencla ranuiactacer or anpdrter.
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