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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1448 *3%%"

| NTRODUCED BY REGOLA, D. WH TE, CORNMAN, GREENLEAF, LOGAN
WASHI NGTON AND WAUGH, JUNE 11, 2008

REFERRED TO BANKI NG AND | NSURANCE, JUNE 11, 2008

O (o0} ~ OO WNE

e e T e T T S = SE S
© 00O N o oo M W N - O

AN ACT

Rel ating to vehicle protection products; providing for

registration, for filing, for financial responsibility, for

warranty rei mbursenment policy requirenents, for disclosure,

for prohibited acts, for recordkeeping, for sanctions and

adm nistrative penalty and for duties of the Insurance

Depart nment .

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

CHAPTER 1
PRELI M NARY PROVI SI ONS

Section 101. Short title.

This act shall be known and may be cited as the Vehicle
Protection Product Act.
Section 102. Definitions.

The foll ow ng words and phrases when used in this act shall
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Adm nistrator.” A third party other than the warrantor who

is designated by the warrantor to be responsible for the
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adm ni stration of vehicle protection product warranties.
"Departnent.” The Insurance Departnent of the Conmonweal t h.
"Incidental costs."” Expenses specified in the warranty
incurred by the warranty hol der related to the failure of the
vehi cl e protection product to performas provided in the
warranty. The termincludes, without limtation, insurance
policy deductibles, rental vehicle charges, the difference
bet ween the actual value of the stolen vehicle at the tine of
theft and the cost of a replacenent vehicle, sales taxes,
regi stration fees, transaction fees and nechani cal inspection
f ees.
"Vehi cl e protection product.”
(1) A vehicle protection device, systemor service that:
(1) is installed on or applied to a vehicle;
(ii) 1is designed to prevent |oss or damage to a
vehicle froma specific cause; and
(iti1) includes a witten warranty.
(2) The termincludes, without limtation, alarm
systens, body part marking products, steering |ocks, w ndow

etch products, pedal and ignition |ocks, fuel and ignition

kill switches and electronic, radio and satellite tracking
devi ces.
"Vehi cle protection product warrantor” or "warrantor." A

person who is contractually obligated to the warranty hol der
under the ternms of the vehicle protection product warranty
agreenent. The term does not include an authorized insurer
providing a warranty rei nbursenment insurance policy.

"Vehi cle protection product warranty” or "warranty." A
witten agreenent by a warrantor that provides, if the vehicle

protection product fails to prevent |oss or danmage to a vehicle
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froma specific cause, that the warrantor will pay to or on
behal f of the warranty hol der specified incidental costs as a
result of the failure of the vehicle protection product to
perform pursuant to the terns of the warranty.

"Warranty holder." A person who purchases a vehicle
protection product or who is a permtted transferee.

"Warranty rei mbursenment insurance policy." A policy of
insurance that is issued to the vehicle protection product
warrantor to provide reinbursenent to the warrantor or to pay on
behal f of the warrantor all covered contractual obligations
incurred by the warrantor under the ternms and conditions of the
i nsured vehicle protection product warranties issued by the
war r ant or .

Section 103. Scope.

No vehicle protection product may be sold or offered for sale
in this Commonweal th unless the seller, warrantor and
adm nistrator, if any, conply with the provisions of this act.
Vehi cl e protection products, warranties, warrantors and rel at ed
vehi cl e protection product sellers and warranty adm nstrators
conplying with this act are not required to conply with and are
not subject to any other provision of the act of May 17, 1921
(P.L.682, No.284), known as The I|Insurance Conpany Law of 1921,
or the act of June 28, 1947 (P.L.1110, No.476), known as the
Mot or Vehicle Sales Finance Act. Warranties, indemity
agreenents and guarantees that are not provided as a part of a
vehi cl e protection product are not subject to the provisions of
this act.

CHAPTER 3
WARRANTOR REQUI REMENTS

Section 301. Registration and filing requirenents of
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war r ant or s.

(a) GCeneral rule.--A person nay not operate as a warrantor
or represent to the public that the person is a warrantor unless
the person is registered with the departnment on a form
prescri bed by the departnent.

(b) Registration records.--Warrantor registration records
shall be filed annually and shall be updated within 30 days of

any change. The registration records shall contain the follow ng
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i nformati on:

10 (1) The warrantor's nane, any fictitious nanmes under
11 whi ch the warrantor does business in this Commonweal th and
12 the warrantor's principal office address and tel ephone

13 nunber .

14 (2) The nane and address of the warrantor's agent for
15 service of process in this Coormonwealth if other than the
16 war r ant or.

17 (3) The nanes of the warrantor's executive officer or
18 officers directly responsible for the warrantor's vehicle
19 protection product business.

20 (4) The nane, address and tel ephone nunber of any

21 adm ni strators designated by the warrantor to be responsible
22 for the admi nistration of vehicle protection product

23 warranties in this Commonweal t h.

24 (5) A copy of the warranty rei nbursenent insurance

25 policy or policies or other financial information required
26 under section 302.

27 (6) A copy of each warranty the warrantor proposes to
28 use in this Commonweal th

29 (7) A statenent indicating under which provision of
30 section 302 the warrantor qualifies to do business in this
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Conmmonweal th as a warrantor.

(c) Registration fee.--The departnent may charge each
regi strant a reasonable fee to offset the cost of processing the
regi stration and maintaining the records in an anount not to
exceed $250 annually. The information in subsection (b)(1) and
(2) shall be nmade available to the public.

(d) Renewal.--1f aregistrant fails to register by the
renewal deadline, the departnment shall give the registrant
witten notice of the failure and the registrant shall have 30
days to conplete the renewal of the registration before the
registrant is suspended from being registered in this
Conmonweal t h.

(e) Exception.--An adm nistrator or person who sells or
solicits a sale of a vehicle protection product but who is not a
warrantor shall not be required to register as a warrantor or be
i censed under the insurance |laws of this Conmonwealth to sel
vehi cl e protection products.

Section 302. Financial responsibility.

No vehicle protection product shall be sold or offered for
sale in this Conmonweal th unl ess the warrantor neets one of the
conditions in this section in order to ensure adequate
performance under the warranty. No other financial security
requi renents or financial standards for warrantors shall be
required. Conditions are as foll ows:

(1) The vehicle protection product warrantor is insured
under a warranty rei nbursenment insurance policy issued by an

i nsurer authorized to do business in this Conmonweal th which

provi des that:

(i) the insurer will pay to, or on behalf of, the

warrantor 100% of all suns that the warrantor is legally

2008051448B2166 - 5 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

obligated to pay according to the warrantor's contract ual
obl i gati ons under the warrantor's vehicle protection
product warranty;

(ii) a true and correct copy of the warranty
rei mbursenent insurance policy has been filed with the
departnment by the warrantor; and

(ii1) the policy contains the provision required
under section 303.
(2) (i) The vehicle protection product warrantor or its
parent conpany, in accordance with subparagraph (ii),
mai ntains a net worth or stockholder's equity of
$50, 000, 000; and

(ii) the warrantor provides the departnment with a
copy of the warrantor's or the warrantor's parent
conpany's nost recent Form 10-K or Form 20-F filed with
the Securities and Exchange Conm ssion within the | ast
cal endar year or, if the warrantor does not file with the
Securities and Exchange Comm ssion, a copy of the
warrantor or the warrantor's parent conpany's audited
financial statenents that show a net worth of the
warrantor or its parent conpany of at |east $50, 000, 000.
If the warrantor's parent conpany's Form 10-K, Form 20-F
or audited financial statenents are filed to neet the
warrantor's financial stability requirenent, then the
parent conpany shall agree to guarantee the obligations
of the warrantor relating to warranties issued by the
warrantor in this Commonweal th. The financial information
filed under this subparagraph shall be confidential as a
trade secret of the entity filing the information and not

subj ect to public disclosure.
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1 Section 303. Warranty reinbursenent policy requirenents.

2 No warranty reinbursenment insurance policy shall be issued,
3 sold or offered for sale in this Commonweal th unl ess the policy
4 nmeets the follow ng conditions:

5 (1) The policy states that the issuer of the policy wll
6 rei nburse or pay on behalf of the vehicle protection product
7 warrantor all covered suns which the warrantor is legally

8 obligated to pay or will provide all service that the

9 warrantor is legally obligated to performaccording to the
10 warrantor's contractual obligations under the provisions of
11 the insured warranties issued by the warrantor.

12 (2) The policy states that, in the event paynent due

13 under the terns of the warranty is not provided by the

14 warrantor within 60 days after proof of |oss has been filed
15 according to the ternms of the warranty by the warranty

16 hol der, the warranty holder may file directly with the

17 warranty rei nmbursenment insurance conpany for reinbursenent.
18 (3) The policy provides that a warranty rei nmbursenent
19 i nsurance conpany that insures a warranty shall be deened to
20 have received paynent of the premumif the warranty hol der
21 paid for the vehicle protection product and the insurer's
22 l[iability under the policy shall not be reduced or relieved
23 by a failure of the warrantor, for any reason, to report the
24 i ssuance of a warranty to the insurer.
25 (4) The policy has the follow ng provisions regarding
26 cancel l ati on of the policy:
27 (1) The issuer of a reinbursenent insurance policy
28 shall not cancel the policy until a notice of
29 cancellation in witing has been mailed or delivered to
30 t he departnent and each insured warrantor.
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1 (1i) The cancellation of a reinbursenent insurance
2 policy shall not reduce the issuer's responsibility for
3 vehi cl e protection products sold prior to the date of

4 cancel | ati on.

5 (tit) In the event an insurer cancels a policy that
6 a warrantor has filed with the departnent, the warrantor
7 shall do either of the follow ng:

8 (A) File a copy of a new policy with the

9 departnment before the termination of the prior

10 policy, providing no |lapse in coverage follow ng the
11 term nation of the prior policy.

12 (B) Discontinue offering warranties as of the
13 term nation date of the policy until a new policy

14 becones effective and is accepted by the departnent.
15 Section 304. Disclosure to warranty hol der.

16 (a) Requirenments.--A vehicle protection product warranty

17 shall not be sold or offered for sale in this Conmonweal t h

18 wunless the warranty:

19 (1) States in substantially simlar |anguage that the
20 obligations of the warrantor to the warranty hol der are
21 guar anteed under a warranty rei nbursenment insurance policy if
22 the warrantor elects to neet its financial responsibility
23 obl i gati ons under section 302(1), or states in substantially
24 simlar | anguage that the obligations of the warrantor under
25 the warranty are backed by the full faith and credit of the
26 warrantor if the warrantor elects to neet its financial
27 responsi bility obligations under section 302(2).
28 (2) States in substantially simlar |anguage that in the
29 event a warranty hol der nust nmake a claimagainst a party
30 ot her than the warranty rei nbursenment insurance policy
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i ssuer, the warranty holder is entitled to make a direct

cl ai m agai nst the insurer upon the failure of the warrantor
to pay any claimor neet any obligation under the terns of
the warranty within 60 days after proof of |oss has been
filed wwth the warrantor, if the warrantor elects to neet its
financial responsibility obligations under section 302(1).

(3) States the nane and address of the issuer of the
warranty rei nmbursenment insurance policy. This informtion
need not be preprinted on the warranty form but may be added
to or stanped on the warranty, if the warrantor elects to
neet its financial responsibility obligations under section
302(1).

(4) Identifies the warrantor, the seller and the
war ranty hol der.

(5) Sets forth the total purchase price and the terns
under which it is to be paid. However, the purchase price is
not required to be preprinted on the vehicle protection
product warranty and may be negotiated with the consuner at
the tinme of sale.

(6) Sets forth the procedure for making a claim
i ncludi ng a tel ephone nunber.

(7) Specifies the paynents or performance to be provided
under the warranty, including paynments for incidental costs,

t he manner of cal culation or determ nation of paynents or
performance and any |imtations, exceptions or exclusions.

(8) Sets forth all of the obligations and duties of the
warranty hol der, such as the duty to protect against any
further danage to the vehicle, the obligation to notify the
warrantor in advance of any repair or other simlar

requirenents, if any.
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(9) Sets forth any ternms, restrictions or conditions
governing transferability and cancellation of the warranty,
if any.

(10) Contains a disclosure that reads substantially as

foll ows:
This agreenent is a product warranty and is not
i nsurance.
(b) Incidental costs.--Incidental costs may be rei nbursed

under the provisions of the warranty in either a fixed anmount
specified in the warranty or sal es agreenment or by the use of a
formula item zing specific incidental costs incurred by the
war ranty hol der.
Section 305. Prohibited acts.

(a) Use of terms.--Unless |icensed as an insurance conpany,
a vehicle protection product warrantor shall not use inits

name, contracts or literature any of the words "insurance,"”

"casualty," "surety," "nutual," or any other words descriptive
of the insurance, casualty or surety business or deceptively
simlar to the nane or description of any insurance or surety
corporation or any other vehicle protection product warrantor. A
warrantor may use the term "guaranty” or simlar word in the
warrantor's nane.

(b) Purchase not required.--A vehicle protection product
seller or warrantor may not require as a condition of financing
that a retail purchaser of a notor vehicle purchase a vehicle
protection product.

Section 306. Recordkeeping.

(a) GCeneral rule.--Al vehicle protection product warrantors

shal | keep accurate accounts, books and records concerning

transactions regul ated under this act.
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(b) Contents.--A vehicle protection product warrantor's
accounts, books and records shall include:

(1) Copies of all vehicle protection product warranti es.

(2) The nane and address of each warranty hol der.

(3) The dates, anmounts and descriptions of all receipts,
cl ai mrs and expenditures.

(c) Retention.--A vehicle protection product warrantor shal
retain all required accounts, books and records pertaining to
each warranty holder for at |least two years after the specified
period of coverage has expired. A warrantor discontinuing
busi ness in this Commonweal th shall maintain its records until
it furnishes the departnent satisfactory proof that it has
di scharged all obligations to warranty holders in this
Conmonweal t h.

(d) Exam nation by departnent.--Vehicle protection product
warrantors shall nake all accounts, books and records concerning
transactions regul ated under this act available to the
departnment for exam nation.

CHAPTER 5
ENFORCEMENT AND ADM NI STRATI ON
Section 501. Sanctions and adm ni strative penalty.

(a) Exam nation.--The departnent may conduct exam nations of
warrantors, admnistrators or other persons to enforce this act
and protect warranty holders in this Comonweal t h. Upon request
of the departnment, a warrantor shall make available to the
departnent all accounts, books and records concerning vehicle
protection products sold by the warrantor that are necessary to
enabl e the departnment to reasonably determ ne conpliance or
nonconpl i ance with this act.

(b) Departnent action.--The departnent may take action that
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IS necessary or appropriate to enforce the provisions of this
act and the departnent's rules and orders and to protect
warranty holders in this Cormonwealth. If a warrantor engages in
a pattern or practice of conduct that violates this act and that
t he departnent reasonably believes threatens to render the
warrantor insolvent or cause irreparable loss or injury to the
property or business of any person or conpany |located in this
Commonweal t h, the departnent nay:

(1) |Issue an order directed to that warrantor to cease
and desist fromengaging in further acts, practices or
transactions that are causing the conduct.

(2) Issue an order prohibiting that warrantor from
selling or offering for sale vehicle protection products in
violation of this act.

(3) |Issue an order inposing a civil penalty on that
war r ant or .

(4) |Issue any conbination of the foregoing, as
appl i cabl e.

(c) Notice and hearing.--Prior to the effective date of any
order issued pursuant to this subsection, the departnent nust
provide witten notice of the order to the warrantor and the
opportunity for a hearing to be held within ten business days
after receipt of the notice, except prior notice and hearing
shall not be required if the departnment reasonably believes that
t he warrantor has becone, or is about to becone, insolvent.

(d) Tinme frame.--A person aggrieved by an order issued under
this section may request a hearing before the departnent. The
heari ng request shall be filed with the departnment within 20
days after the date the departnment's order is effective, and the

departnment must hold the hearing within 15 days after receipt of
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t he hearing request.

(e) Procedure.--At the hearing, the burden shall be on the
departnment to show why the order issued pursuant to this section
is justified. The provisions of 2 Pa.C.S. (relating to
adm nistrative |law and procedure) shall apply to a hearing
request under this section.

(f) Injunction.--The departnment may bring an action in any
court of conpetent jurisdiction for an injunction or other
appropriate relief to enjoin threatened or existing violations
of this act or of the departnment's orders or rules. An action
filed under this section also nmay seek restitution on behalf of
persons aggrieved by a violation of this act or orders or rules
of the departnent.

(g0 GCuvil penalty.--A person who is found to have vi ol at ed
this act or orders or rules of the departnent may be ordered to
pay to the departnment a civil penalty in an anount, determ ned
by the departnent, of not nore than $500 per violation and not
nore than $10,000 in the aggregate for all violations of a
simlar nature. For purposes of this section, violations shal
be of a simlar nature if the violation consists of the sane or
simlar course of conduct, action or practice, irrespective of
t he nunber of times the conduct, action or practice that is
determned to be a violation of this act occurred.

Section 502. Regul ations.

The departnent may adopt rul es and regul ati ons consi st ent
with the provisions of this act as are necessary to inpl enent
this act. Rules and regulations shall include disclosures for
the benefit of the warranty hol der, recordkeeping and procedures
for public conplaints. Rules and regul ations shall also include

t he conditions under which surplus lines insurers may be
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rejected for the purpose of underwiting vehicle protection
product warranty agreenents.
CHAPTER 21
M SCELLANEQUS PROVI SI ONS
Section 2101. Applicability.

This act applies to all vehicle protection products sold or
offered for sale on or after the effective date of this act. The
failure of any person to conply with this act prior to its
effective date shall not be adm ssible in any court proceeding,
adm ni strative proceeding, arbitration or alternative dispute
resol uti on proceedi ng and may not otherw se be used to prove
that the action of any person or the affected vehicle protection
product was unl awful or otherw se inproper. The adoption of this
act does not inply that a vehicle protection product warranty
was insurance prior to the effective date of this act.

Section 2102. Effective date.
This act shall take effect January 1, 2009.
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