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s.F. _ _3_9.)__ H.l'. 

Section l. NEW SECTIONS. 3211.1 DEFINIT:ONS. 

For tr.e purposes of this cr.apter: 

l. nMotor vehicle service contract" or "service contract 11 

4 means a contcact or agreement given for consideration over and 

5 above the lease or purchase price of a motor vehicle that 

6 undertakes to perform or provide repair or replacement 

7 service, or i~de~nification for that service, for the 

8 operational or structural failure of a motor vehicle due to a 

9 defect in materials or skill of work or normal wear and tear, 

10 but does not include mechanical breakdown insurance. 

11 2. ''Motor vehicle service contract provider'' or ''provider'' 

12 means a person who issues, makes, provides, sells, or offers 

13 to seli a motor vehicle service contract. 

14 

15 

3. 

4. 

"Com:nissioner" means the commissioner of insurance. 

''Department'' means the department of insurance. 

16 5. ''Mechanical breakdown insurance'' means a policy, 

17 contract, or agreement that undertakes to perform or provide 

18 repair or replacement service, or indemnification for that 

19 service, for the operational or structural failure of a motor 

20 vehicle due to a defect in materials or skill of work or 

21 normal wear and tear, and that is issued by an insurance 

22 company authorized to do business in this state. 

23 6. ''Motor vehicle service contract reimbursement insurance 

24 policy'' or ''reimbursement insurance policy'' means a policy of 

25 insurance providing coverage for all obligations and 

26 liabilities incurred by a motor vehicle service contract 

27 provider under the terms of motor vehicle service contracts 

28 issued by the provider. 

29 7. "Motor vehicle" means any self-propelled vehicle 

30 subject to registration under chapter 321. 

31 8. ''Service contract holder" means a person who purchases 

32 a motor vehicle service contract. 

33 

34 

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

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

35 or offered for sale in this state unless the provider of the 
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1 service contract is insured under a motor vehicle service 

2 contract rei~bursement insurance policy issued by an insurer 

3 authorized to do business in this state. 

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

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

6 or offered for sace in this state unless a true and correct 

7 copy of the service contract and the provider's reimbursement 

8 insurance policy have been filed with the commissioner. 

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

10 A motor vehicle service contract reimbursement insurance 

ll policy shall not be issued, sold, or offered for sale in this 

12 state unless the reimbursement insurance policy conspicuously 

13 states that the issuer of the policy shall pay on behalf of 

14 the provider all sums which the provider is legally obligated 

15 to pay for failure to perform according to the provider's 

16 contractual obligations under the motor vehicle service 

17 contracts issued or sold by the provider. 

18 Sec. 5. NEW SECTION. 3211.5 DISCLOSURE TO SERVICE 

19 CONTRACT HOLDERS. 

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

21 or offered for sale in this state unless the contract 

22 conspicuously states that the obligations of the provider to 

23 the service contract holder are guaranteed under the service 

24 contract reimbursement policy, and unless the contract 

25 conspicuously states the name and address of the issuer of the 

26 reimbursement policy. 

27 Sec. 6. NEW SECTION. 3211.6 COMMISSIONER MAY PROHIBIT 

28 CERTAIN SALES -- INJUNCTION. 

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

30 motor vehicle service contract provider, issue an order 

31 instructing the provider to cease and desist from selling or 

32 offering for sale motor vehicle service contracts if the 

33 commissioner determines that the provider has failed to comply 

34 with a provision of this chapter. Upon the failure of a motor 

35 vehicle service contract provider to obey a cease and desist 
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1 order issued by the commissioner, the commissioner may give 

2 notice in writing of the failure to the attorney general, who 

3 shall immediately commence an action against the provider to 

4 enjoin the provider from selling or offering for sale motor 

5 vehicle service contracts until the provider complies with the 

6 provisions of this chapter and the district court may issue 

7 the injunction. 

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

9 The commissioner may adopt rules as provided in chapter 17A 

10 to administer and enforce the provisions of this chapter and 

11 to establish minimum standards for disclosure of motor vehicle 

12 service contract coverage limitations and exclusions. 

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

14 This chapter does not apply to motor vehicle service 

15 contracts issued by a motor vehicle manufacturer or importer. 

16 EXPLANATION 

17 This bill requires that a motor vehicle service contract 

18 may not be issued, sold, or offered for sale in Iowa unless 

19 the provider of the service is insured under a motor vehicle 

20 service contract reimbursement insurance policy. The policy 

21 must state that the issuer shall pay on behalf of the provider 

22 of the service contract all sums which the provider is legally 

23 obligated to pay in performance of the contract. 

24 The bill does not apply to motor vehicle service contracts 

25 issued 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

by a motor vehicle manufacturer or importer. 
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S.F. H.F. 

1 Section 1. NEW SECTIONS. 321I.l DEFINITIONS. 

2 For the purposes of this chapter: 

3 1. "Motor vehicle service contract" or "service contract" 

4 means a contract or agreement given for consideration over and 

5 above the lease or purchase price of a motor vehicle that 

6 undertakes to perform or provide repair or replacement 

7 service, or indemnification for that service, for the 

8 operational or structural failure of a motor vehicle due to a 

9 defect in materials or skill of work or normal wear and tear, 

10 but does not include mechanical breakdown insurance. 

11 2. "Motor vehicle service contract provider" or "provider" 

12 means a person who issues, makes, provides, sells, or offers 

13 to sell a motor vehicle service contract. 

14 3. "Commissioner" means the commissioner of insurance. 

15 4. ~Department" means the department of insurance. 

16 5. "Mechanical breakdown insurance" means a policy, 

17 contract, or agreement that undertakes to perform or provide 

18 repair or replacement service, or indemnification for that 

19 service, for the operational or structural failure of a motor 

20 vehicle due to a defect in materials or skill of work or 

21 normal wear and tear, and that is issued by an insurance 

22 company authorized to do business in this state. 

23 6. "Motor vehicle service contract reimbursement insurance 

24 policy" or "reimbursement insurance policy" means a policy of 

25 insurance providing coverage for all obligations and 

26 liabilities incurred by a motor vehicle service contract 

27 provider under the terms of motor vehicle service contracts 

28 issued by the provider. 

29 7. "Motor vehicle" means any self-propelled vehicle 

30 subject to registration under chapter 321. 

31 8. "Service contract holder" means a person who purchases 

32 a motor vehicle service contract. 

33 

34 

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

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

35 or offered for sale in this state unless the provider of the 
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1 service contract is insured under a motor vehicle service 

2 contract reimbursement insurance policy issued by an insurer 

3 authorized to do business in this state. 

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

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

6 or offered for sale in this state unless a true and correct 

7 copy of the service contract and the provider's reimbursement 

8 insurance policy have been filed with the co~~issioner. 

9 Sec. 4. NEW SECTION. 321!.4 DISCLOSURE TO PROVIDER. 

10 A motor vehicle service contract reimbursement insurance 

11 policy shall not be issued, sold, or offered for sale in this 

12 state unless the reimbursement insurance policy conspicuously 

13 states that the issuer of the policy shall pay on behalf of 

14 the provider all sums which the provider is legally obligated 

15 to pay for failure to perform according to the provider's 

16 contractual obligations under the motor vehicle service 

17 contracts issued or sold 

18 Sec. 5. NEW SECTION. 

by the provider. 

321I.5 DISCLOSURE TO SERVICE 

19 CONTRACT HOLDERS. 

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

22 

23 

24 

25 

26 

21 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. 

27 

28 

29 

30 

31 

32 

33 

34 

35 

Sec. 6. NEW SECTION. 321I.6 CO~~ISSIONER 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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l order issued by the commissioner, the commissioner may give 

2 notice in writing of the failure to the attorney general, who 

3 shall immediately commence an action against the provider to 

4 enjoin the provider from selling or offering for sale motor 

5 vehicle service contracts until the provider complies with the 

6 provisions of this chapter and the district court may issue 

7 the injunction. 

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

9 The commissioner may adopt rules as provided in chapter l7A 

10 to administer and enforce the provisions of this chapter and 

11 to establish minimum standards for disclosure of motor vehicle 

12 service contract coverage limitations and exclusions. 

13 Sec. 8. NEW SECTION. 3211.8 EXEMPT. 

14 This chapter does not apply to motor vehicle service 

15 contracts issued by a motor vehicle manufacturer or importer. 

16 

17 

EXPLANATION 

This bill requires that a motor vehicle service contract 

18 may not be issued, sold, or offered for sale in Iowa unless 

19 the provider of the service is insured under a motor vehicle 

20 service contract reimbursement insurance policy. The policy 

21 must state that the issuer shall pay on behalf of the provider 

22 of the service contract all sums which the provider is legally 

23 obligated to pay in performance of the contract. 

24 The bill does not apply to motor vehicle service contracts 

25 issued 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

by a motor vehicle manufacturer or importer. 
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AN ACT 

F:l:QOIRING tN5URANCl: fOR C!:RTi\IN ,.101'0P VZ.:HICLt: SF.I{VtCF. CO~'l'RI\CTS 

AND PROVtPit.'V A RE,.1EOY. 

In; I'l' f:NACTEP Wi 'I'm: GENE:P.AL f·.SSFt·U>,;..'i Ot' THr: STArt: OF lOi~A: 

SP.>,;t i.0n 1. ~~:!:'.~. ~~:~?~~t. 321 t .l Vl-:i-'lNlTIONS. 

Fof ::.hp pl.:tf'VM.·~;. (J! t'ni~; cl'oaptf~r: 

l. "~oto~ vc·hic1e !iPrvic(• contrC~.ct:"' or "se1·vic-P contract" 

ml~i:n~-. .7:1 con~.ract ~')r etqr~(·me:lt <;ivcn for cons.ider.ltion over and 

,J(ooq! ~"nP.' l~:ilf.·•: or purch:l,;P pr iCI' of a rr .• )tnr Yl!hicle U«ll 

l.nd~ct.~kc:;. to p~r:o):fh l•r p:·o:ovi....:e :·o:puir •>I r.~pl.lcf':1t;>lll 

S(·,··-·icP, c1 i."'Kh·r~;·.l{ic,Jticn to; lt•at ~~~rvil>?, f,lr t.tof' 

Oj)('t'J.t.iOilcll ('!' SI''I!Ciur.:.l ~ .. l.~lur1• of a :nctor \'(•hlc!r: dut: t.Q <1. 

'i~·t~~:;t in rn<~'.'~ri,11s 0r :-;kill,){ '••l•:k <~I r)or;'iil '"'l:clr ,\nol t.•:-lr, 

~~~t do(';; r.c-t illl'lt•dr. nr:cili!nic,~l bl'f!.lA::o~-.·n ~ns•J::·lllt:•::. 

! . "M,~tca vo::tricl€• ~~·~·~·1•:1• .. :<~nt.!·,,~;t !)r,.:.v:d~c·' o: "pro'-'id~r" 

mf.>Jr· . .-·; il !)t>:·:;(~r: ~o.:(l_-, !.~~~il..!l~';, n·o~\•.:<;, \HC·"lo.l~~:-~. :;\·~l'!'., (,\' o(fcr~; 

:.<l :-:1•11 a mot.CH vo:-tllt;l~ f,(rvic:·~ contl·.;,.::~. 

• -
Sendt~ FilP 392, P• 2 

J, "Co:nmissioner'' m0dt'l:> the corr.miu.si\>ncr of insur,1nce. 

4. "De-partment'' means the dl'p.Htrnent. of insur.1nce. 

S. "Mi..•Chanical brPakdown inSiltilnce" rnea:'ls a poli~y, 

CL1nt.ract, or agrecm(·nt that. undert.c~:kes r:.o p~cforn ~Jr prov~de 

repair or repl<tCe(l'lcnt. !H!t•:ice, or indec-:.;"':.fica.ti.on f:or that. 

:oervice, (or thP op••nJ.ti,"m·.ll or stcu<:\.OJri\1 {ai.hlfe of 3. motor 

vehicle du~ to 4 d~t~ct in ~aleri~\3 or s~ill of ~ork or 

norrr;tl 1.:c.,r and tc<H, an<l that l..S i5s1u:d by a.n lnsu1·ar .• :L~ 

<:•Jr.:'.pany a\ltbori.:erl to Qc, bu:;.i.ne:.:-; in this s~at(!. 

f., "!~utor vehicle s('rvicL' contract reimbursement insuranct'! 

}>Olicy" or "rtd:nb~oasc~ment lnsurancP policy" rt'Can:; a policy o! 

insu.-ance IHoviding covt:!raq€.• for clll obligation!'i and 

liahllitl~~ lncurrPd by~ not11r vehicl~ sprvice ccntract 

p1ovidf~r lJndcr th~ terms of mot.or vehicle S€!rvic€! contrdc:ts 

1ssoed by thf' provider. 

'/. ")o1otor vehlclP.-" r-wans .1ny aelf-propellcd vehicle 

sut•jPcl to registration und~r ct•aptcr 3?1. 

s. "S~rvice C:Qilt~l·dct tx:--ldcr" rn~·ans a person wh0 purc:.a•;0.~ 

<1 motor VPhiclf! ~~('rvic£' contract. 

Sec. /. N~:h' SfCTlO~!. 1,)) l. 2 !N51.1P.,\l~('~; Ri/~:.iiHi-:0. 

A motor Vt:hiclc :.;~rv.,:~ c<;c.t·.l·1l.~t... ~·.h;\i.l ;)~•1·. br: i~•:·•··~:d, ~.old, 

or offr•rcc: f•J;: :>·11(' u·. U\l~;. ~.tat.\~ unh:S!'-. th'..' pr-.vider of l.f'.l' 

S<"!:··.JiCl~ contr.Jc": ,._. i.n::.\lred un<h·: ,-, m<:..>IOc v•)!ol•~l~ servi.ce 

'.:c>~~t.'l<:t. r(~imbu!':;.~>mr.-nt ir.<.>u!.:;.nr:t· ~):ll.icy i.:~:>•r(•J. l•J <1:1 in.';l;fl>t 

<n!~.hvr\7.ed t--, d•• bH~;lno!:-,,; :n t.hi.s st~ltt~. 

Sec. 1. ~~:·~. S!;=C"~;Ot:J. .3211.3 t"!I.~Nl; Rl:0triJU.'"!F.NTS. 

A motor vo:-hic~(· ~;('rvic~~ c:;~nt :;1<:':. ~h-11: 1101. Of> l!::;u~·.i, ;;c,:d, 

01 o)!fr-ro:-d for !;<llt~ in tMi.c: !:lillt• 'Jnle:-:s d 1:\l•~ <nH: C<)(l'~(;( 

C0PJ o( t.hf.> ~L~:·vio::(• cont r~rcl J~l(l tt:<.! ;~10Vl>;<:r '!; re.mb·.ll ~;eMI•r·.t. 

~n:;ur;onn~ p•:olir:y h~·;c> {l~;>r·n fil~d w.t:tl tl:(' o::o:nn:1s:~ifJncr. 

Sc•c. -1. ~-.:.·-1 __ S!_:C T J (,~. 3 21 1 4 0: SC'J.O:~~ffH: 'J'O P(.I•,)'·Ji Df:H. 

A t'•otol· v~:-tlic1(• s•:rvit:(~ C')JII c.1c: ~·~·:rnh•~I·::H:rwr:t. rn<>•'r;u~c.·~ 

~~·i.r. .. :y :::t:<tll :v,: bt~ is;:.u(·J, .-;.,i.t5, •:r a(f.l'i'l'll (.);;: s,l .. •.' it" thi~; 

:>(·~~·"' <H!IC~:; !~(' :·t·irt'but~;(•Jn<~nt. :.:lf.•l:,lnc•.~ :.))li<:'j <:o)<\~·>plC.\1(>\l:·.~y 

!Jt,ltv.~ U.dt :~1c i~~~.>Jt': o~: t .. he pq:1cy ~-~'.1\l p.1y Vl ·:H·~l,;.".f c.t 

~ 
"T! 

w 

"' "' 
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:tH: pr<:vadt:•~ ~ll ::;.ums wl·.ich t:l(~ ?t"vv·~ticr i!i ).(:-£<Lly cbltt;.3tl'd 

r.o P''·i fc:r f<Silucf! r...o pt•rf,Hl'f .• 1.:.·•.-,>r.-:Jinq u, t:H: proYir!er'!-1 

Cllnl.l"<.~•:tu.ll ooli.q.:H:i<.>r.,; u:h.!~t tt:e srot<•J v~~t·~cl!! !Jo>:rvu:r:: 

("<!r"o:.r,ICt:~ !S.';tH•:I 'w'f ~c0ld by tt"ot• p:<:•vider. 

~~:c. ~. N£-~~- s.~cr.~o:_i. 

co~r'i'?i\Cr t:m.;)::~s. 

J2l:.S i)!SCLOSUM£ 10 SFR~tCJ: 

A n",)t,,:· vo~ni<:"tt.' iH'c~·•~:,_. <.:<:of\t.r<Jct !li"o,_,li not b<..• l:J~·.ll'l), scold, 

,,r ,)(fer~·l for ~a.~ in ~lais st.dl...e ~r1lPSS th'~ ~ortr&r·t 

C(...t~~>(•lC<~:)II!>.J st.tt.~~• U•,H rhc~ cbliq;l~lons o~ t.he ?n)vi.•l<'r t.o 

t~~ ~(~~~~~e cont:a,·: ho:d~= ar~ gu~ratLt.e~·l linri~c the s~rvic~ 

c<,c.~ract. l"i~imbo...=:.;c:-n,:nt p,)l it:y, <lnd tl"ie-:.s t.hr~ cot~ti"•1Ct 

con~:.pic•;OI·~' I y stat •·:.; ~:hP: r.<llt'l-! and <iJd!"o.:•,~.<; of t (h? i ss•J~t nf t.hP 

reit:.Qur:;(:.il(.•t\t r~)ltcy. 

se,:. 6. Nr:,• s_;;cr_!0:~. 3 21 ! . 6 COP.IH SS ION!::k MAY Pl·H>tllEH ·T 

CI·:RTA:N :;,\J.:::s -· lt-I.JIJ:-.:C1ION. 

The cort'.tni~o:.lont'r shal!, ·.JF· .. m qi',ing ,1 t~n-day notice t•> <1 

m.)L:H ve:;icl€.· st~cvice cu:'lttch:t ~roviOcc, i.ssJP. a:1 ord.:-~ 

in~;tcJcting t.ne l'fovid~r to cea:le ar,d dC!ll:~t bon selling or 

ofi.•~=ing for sale mvtor venicle !~<.·rvic~~ cor,t :a.c':;~ if tne 

Gvmr.l:;~~~-~)f\(•1 dett'r~~ir,c;, ':ha': tfH, provide1· h<l~' t.~:.lcrt r...o ~~ompl.y 

·"·i'.h <l prilvi:;ior• :)( thls chc•.pt•~r. Up.)n th~ f • .~il·.-r~· vf d ru,?t•H 

v~ili<:~<: st>rvic,~ cor.t.ract pt,?vidt!r t~l oth!f u. ..;(:a»t~ and do~~::.i~•t 

.)t~!<"i is:.;.u~d by tM.~ <::Jw.:nt:>!?i:"JnPr, tilt~ ct,p·.m~~!:icr~.:-r JT'ay give 

noti •. :~ .in ~o·ri.titHJ o!· tt:e f.·oi.\urc to t1w ilttornf"J gt•nt~r,ll, .,..ho 

.s:,a~l in.m~J~:ttf:'l:: CN"JT\C:'!CC a:"'l ac:t.ion c"!.g~.n~.>t the provid•·r to 

e:'ljoin the provid~r fron s~l~i~g or •lf(~rins f!lt sal~ ~OL!Jt 

veh~c~(' st•rvit:e ccnt.r.!cts 1.nt.il thf: pro,:i.d~:>r .::omplte:~ w~t.h tile 

pro·-.~.sionG cf ':t".i:::. c::,ayt~r ,1t~d ';:he dl:!lrio.::t. c:)ul·t ;nay l!'.~;ue 

U•.e ir.)unction. 

~~:><: • . , • NF'·" stcrro~. }21!."/ RUL::s. 

rnP COIIU'Ii.~;!;i.'.>:"'lf:r m<~y .l<!cp'. r.JlC!; as prov.de~ 1'1 d1c1p:er l7A 

r.o adnini!Jt.t~c ..t.nd C:"'li.orc<' th~ provi~;ioriF. of ~l;i!s cl-.apt.er and 

~'' .-:ata~Ji~;t, mini·-:~u\.1 stifndoE~rds !o: di.sc~os~Jtt2 of mr.-tot vd'iclt· 

:::.~:>rvic~· ,-;on~r-EI('t c..>vf'"r:,'fqe lJII1Jtat.i0tW <\nd ('Xt:lll:>iO'i!">. 

SP,-. B. NJ:',.; s::c·i'Jon. 12·, r. A rxr~.i'·r . 

• 

~.·:'l.lt?: ~-··: .... 3<;2, ?· 4 

rnis 1::a;,pr...er •J,)P~> net ;~pp~/ t:l mnt·.~t" vet·.io.;~(' c;~·!Vt•:•~ 

cor.tc,H:t'; ~a~~\1~~6 ":>y ~~ r.~ot.ur ·~·1-:o•<-:l~ tritoll•:act.Jt"t'r or •::•i;<):t•~r. 

J.!(;EH·:i~T r. AN:>;:i<SOS 

1'1"\~:iid•.>flt o-: tht~ St:.""l.Jt.~ 

OONAI.D D. ;,·.~::~;S(J~ 

sr~d~-~~ of t~(~ ~~~··s~ 

I 1-Jt~:·t't)J centt:· tl\i\t r.his bt~l un;pro.~ted In ~hL• ~>t•:":i.tlt~ and 

l!l k:tow:-, .J.> Sf:'II<IU~ :-'il~ J9?, Sev(·t·.ty til":..>'. Go>:r•.cc<~.l A~~··~nlo:y. 

it. HJ',HlE ~.'H•\.it-;H 

_!:~A ~"'/Jti!:1L~ S•··:~t~t<Hy of th'..· S0n.:ne: 

Approv('~~~-C.,~, l'J8c, 

'i'f-:RRY l:. BHANS"TA'.> 

G')vt~rc.oc 


