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AN ACT concerning vehicle protection products.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 1. Short title. This Act may be cited as the

Vehi cl e Protection Product Act.

Section 5. Definitions.

"Adm nistrator” nmeans a third party other than the
warrantor who is designated by the warrantor to be
responsible for the admnistration of vehicle protection
product warranties.

"Departnment” neans the Departnent of |nsurance.

"Director"” means the Director of |nsurance.

"Service contract" means a contract or agreement as
defined under Section 5 of the Service Contract Act.

"1 nci dent al costs" neans expenses specified in the
warranty incurred by the warranty holder related to the
failure of +the vehicle protection product to perform as
provided in the warranty. Incidental costs may include,
without I|imtation, insurance policy deductibles, rental
vehicle charges, the difference between the actual val ue of
the stolen vehicle at the tine of theft and the cost of a
repl acenent vehi cl e, sal es t axes, regi stration fees,
transaction fees, and nmechani cal inspection fees.

"Vehicle protection product” nmeans a vehicle protection
device, system or service that is (i) installed on or
applied to a vehicle, (ii) is designed to prevent |oss or
damage to a vehicle froma specific cause, and (iii) includes
a witten warranty. For purposes of this Section, the term
vehicle protection product shall include, without [imtation,
al arm systens, body part marking products, steering | ocks,

wi ndow etch products, pedal and ignition |ocks, fuel and
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ignition kill switches, and electronic, radio, and satellite
tracki ng devi ces.

"Warranty" or "vehicle protection product warranty" neans
a witten agreenment by a warrantor that provides if the
vehicle protection product fails to prevent |oss or damage to
a vehicle froma specific cause, that the warranty holder
shall be paid specified incidental costs by the warrantor as
a result of the failure of the vehicle protection product to
perform pursuant to the terns of the warranty.

"Warranty holder"” neans the person who purchases a
vehicle protection product or who is a permtted transferee.

"Warrantor" neans a person who is contractually obligated
to the warranty holder wunder the ternms of the vehicle
protection product warranty agreenment. A warrantor does not
i ncl ude an insurer.

"Warranty rei nbursenent insurance policy" nmeans a policy
of insurance that is issued to the vehicle protection product
warrantor to provide reinbursenent to the warrantor or to pay
on behalf of the warrantor al | covered contractual
obligations incurred by the warrantor under the ternms and
conditions of the insured vehicl e protection pr oduct

warranties sold by the warrantor.

Section 10. Exenptions.

(a) Vehicle protection product warrantors and rel ated
vehicl e protection pr oduct sellers and warr anty
adm nistrators conplying with this Act are not required to
conply with and are not subject to any provision of the
II'linois Insurance Code or the Service Contract Act.

(b) Service contract providers who do not sell vehicle
protection products are not subject to the requirenents of

this Act.

Section 15. Financi al requirenents. No vehi cl e
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protection product shall be sold, or offered for sale in this

State unl ess one of the following conditions is satisfied:

(1) (A) The vehicle protection product warrantor is
i nsured under a warranty rei nbursenent insurance policy
issued by an insurer authorized to do business in this
State and providing that the insurer will pay to, or on
behalf of, the warrantor 100% of all sums that the
warrantor is legally obligated to pay according to the
warrantor's contractual obligations under the warrantor's
vehicle protection product warranty;

(B) a true and correct copy of the warranty
rei nmbursenent insurance policy has been filed wth the
Director by the warrantor;

(C the vehicle protection product warranty states
that the obligations of the warrantor to the warranty
hol der are covered wunder a warranty reinbursenent
i nsurance policy; and

(D) the vehicle protection product warranty states
the name and address of the issuer of the warranty
rei nbursenent insurance policy and states that in the
event paynent due under the terns of the warranty is not
provi ded by the warrantor within 60 days after proof of
loss has been filed according to the terns of the
warranty by the warranty hol der, the warranty hol der may
file directly wth the warranty rei nbursenent insurance
conpany for reinbursenent.

(2) (A) The vehicle protection product warrantor
mai ntains a funded reserve account for its obligations
under its vehicle protection products sol d W th
warranties still outstanding in this State. The reserves
shall not be less than 40% of the gross consideration
received, less <clainms paid, for all vehicle protection
products sold with warranties still then in force;

(B) the warrantor places in trust wwth the Director
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a financial security deposit, having a value of not |ess
than 5% of the gross consideration received, |less clains
paid, for all vehicle protection products sold wth
warranties then in force, but not |less than $25, 000,
consisting of securities of the type eligible for deposit
by authorized insurers in this State and;

(C© The warrantor provides the Drector wth an
audited financial statenent annually of the vehicle
protection product revenues and cl ai ns.

(3) (A The vehicle protection product warrantor,
or its parent conpany in accordance wth subdivision
(3)(B), maintains a net worth or stockholders' equity of
$50, 000, 000; and

(B) the warrantor provides the Director wwth a copy
of the warrantor's or the warrantor's parent conpany's
nost recent Form 10-K or Form 20-F filed wth the
Securities and Exchange Commssion wthin the | ast
cal endar year or, if the warrantor does not file with the
Securities and Exchange Comm ssion, a copy of the
warrantor's or the warrantor's parent conpany's audited
financial statements that shows 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 statements are filed to neet the
warrantor's financial stability requirement, then the
parent conpany shall agree to guarantee the obligations
of the warrantor relating to warranties issued by the

warrantor in this State.

Section 20. Reinbursenent policy; required provisions.

(a) No warranty reinbursenent insurance policy shall be

i ssued, sold, or offered for sale in this State unless the
policy states that the issuer of the policy will reinburse or

pay on behal f of the vehicle protection product warrantor al
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covered sunms which the warrantor is legally obligated to pay
or will provide the service that the warrantor is legally
obligated to performaccording to the warrantor's contract ual
obligations wunder the provisions of the insured warranties
sold by the warrantor.

(b) If services or paynent due under the terns of the
warranty is not provided by the warrantor within 60 days
after proof of |oss has been filed according to the ternms of
the warranty by the warranty hol der, the warranty hol der may
file directly with the insurance conpany witing the warranty
rei mbursenent insurance policy for reinbursenent.

(c) A warranty reinbursenent insurance conpany that
insures a warranty shall be deened to have received paynent
of the premum if the warranty hol der paid for the vehicle

protection product.

Section 25. Registration requirenents for warrantors.

(a) No vehicle protection product shall be sold in this
State wuntil the following information has been submtted to
t he Departnent:

(1) the name of the vehicle protection product
war r ant or ;

(2) a list identifying the warrantor's executive
officer or officers directly responsi bl e for t he
warrantor's warranty business;

(3) the name and address of the warrantor's agent
for service of process in this State, if other than the
war r ant or ;

(4) a true and accurate copy of all warranties to
be used in this State; and

(5) a statenent indicating under which provision of
Section 15 the warrantor qualifies to do business in this
State as a warrantor.

(b) The warranty provider shal | pay an initial
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registration fee of $200 and a renewal fee of $75 each year
thereafter. Al fees and penalties collected under this Act
shall be paid to the Director and deposited in the |Insurance

Fi nanci al Regul ati on Fund.

Section 30. Required warranty disclosures. All vehicle
protection product warranties wused in this State shal
contain all of the follow ng disclosures witten in clear and
under st andabl e | anguage:

(1) the nane and address of the warrantor;

(2) the t ot al consi deration for the vehicle
protection product paid by the purchaser of the vehicle
protection product and the terns under which the vehicle
protection product is sold; however, the purchase price
IS not required to be preprinted on the vehicle
protection product warranty and may be negotiated wth
t he product purchaser at the tinme of sale;

(3) the conditions and procedures for nmaking a
cl ai munder the warranty, including the name, address,
and local or toll-free tel ephone nunber of the person or
office where such claim nust be filed or approvals
obt ai ned;

(4) the existence and anmount of a deductible, if
any;

(5) the details of the warrantor's duties, paynent
obligations, or performance to be provided under the
terms of the warranty and any |imtations, exceptions, or
excl usi ons;

(6) the terns, condi tions, and restrictions
governing transferability of the warranty, if any;

(7) the provisions governing cancel l ation and
refunds in accordance with Section 35 of this Act;

(8 whether or not the warranty covers failure

resulting fromnornmal wear and tear;
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(9) the requi renents concer ni ng warranty
rei mbursenment insurance disclosure in subdivision (1) (C
of Section 15 of this Act, if required, which information
may be stanped or printed on the form at the tinme of
sal e; and

(10) the duties, if any, of the warranty holder to
protect against any further damage and any requirenents

to follow the warranty's instructions.

Section 35. Cancellation and refunds.

(a) No vehicle protection product may be sold or offered
for sale in this State unless the vehicle protection product
warranty clearly states the terns and conditions governing
the cancellation of the sale and warranty, if any.

(b) The warrantor may only cancel the warranty if the
warranty hol der:

(1) fails to pay for the vehi cl e protection
pr oduct ;

(2) makes a material msrepresentation of fact to
the seller or warrantor;

(3) conmmts fraud; or

(4) substantially breaches the warranty holder's
duties under the warranty.

(c) A warrantor canceling a warranty shall mail witten
notice of cancellation to the warranty holder at the |ast
address of the warranty holder in the warrantor's records at
least 30 days prior to the ef fective date of t he
cancellation. The notice shall state the effective date of

the cancell ation and the reason for the cancell ati on.

Section 40. Incidental benefits. A vehicle protection
product warranty may provide full or partial reinbursenent
for other expenses such as incidental costs incurred by the

warranty holder as a direct and proximate result of the
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failure of the vehicle protection product to perform as
provided in the warranty. The warranty shall clearly describe

t he manner for the cal cul ati on of paynent.

Section 45. Record keeping requirenents.

(a) The vehicle protection product warrantor shall keep
accurate accounts, books, and records concerning transactions
regul ated under this Act.

(b) The warrantor's accounts, books, and records shal
i ncl ude the foll ow ng:

(1) copies of each type of warranty sol d;

(2) the nane and address of each warranty hol der,
to the extent that the nanme and address has been
furni shed by the warranty hol der;

(3) a list of t he | ocati ons wher e vehicl e
protection products are marketed, sold, or offered for
sal e; and

(4) witten clainms files which shall contain at
|l east the date and description of clains related to the
vehi cl e protection product warranties.

(c) Except as provided in subsection (e) of this
Section, the warrantor shall retain all records required to
be maintained by this Section for at |east 3 years after the
specified termof a warranty has expired.

(d) The records required under this Act may be, but are
not required to be, maintained on a conputer disk or other
record keeping technology. If the records are nmaintained in
other than hard copy, the records shall be capable of
duplication to legible hard copy at the request of the
Director.

(e) A warrantor discontinuing business in this State
shall maintain its records until it furnishes the D rector
satisfactory proof that it has discharged all obligations to

warranty holders in this State.
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Section 50. Exam nations and enforcenent provisions.

(a) The Director may conduct exam nations of warrantors,
adm nistrators, or other persons to enforce this Act and
protect warranty holders in this State. Upon request of the
Director, a warrantor shall nmake available to the D rector
all accounts, books, and records concer ni ng vehi cl e
protection products sold by the warrantor that are necessary
to enable the Director to reasonably determ ne conpliance or
nonconpliance with this Act.

(b) The Director my take action that is necessary or
appropriate to enforce the provisions of this Act and the
Director's rules and orders and to protect warranty hol ders
inthis State. If a warrantor engages in a pattern or
practice of conduct that violates this Act and that the
Director reasonably believes threatens to render t he
warrantor insolvent or cause irreparable loss or injury to
the property or business of any person or conpany |located in
this State, the Director may:

(1) issue an order directed to that warrantor to
cease and desist from engaging in further acts,
practices, or transactions that are causing the conduct;

(2) issue an order prohibiting that warrantor from
selling or offering for sale service contracts in
violation of this Act;

(3) issue an order inposing a civil penalty on that
warrantor; or

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

Prior to the effective date of any order issued pursuant
to this subsection, the Director nust provide witten notice
of the order to the warrantor and the opportunity for a
hearing to be held within 10 busi ness days after receipt of
the notice, except prior notice and hearing shall not be

required if the Drector reasonably believes that the
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warrant or has becone, or is about to becone, insolvent.

A person aggrieved by an order issued under this Section
may request a hearing before the Director. The hearing
request shall be filed with the Director within 20 days after
the date the Director's order is effective, and the Director
must hold such a hearing within 15 days after receipt of the
heari ng request.

(c) At the hearing, the burden shall be on the Director
to show why the order issued pursuant to this Sectionis
justified. The provisions of Section 10-25 of the 1Illinois
Adm ni strative Procedure Act shall apply to a hearing request
under this Section.

(d) The Drector my 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 Director's orders or rules. An action filed
under this Section also may seek restitution on behalf of
persons aggrieved by a violation of this Act or orders or
rules of the Director.

(e) A person who is found to have violated this Act or
orders or rules of the Director may be ordered to pay to the
Director a civil penalty in an anount, determned by the
Director, 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 shall be of
a simlar nature if the violation consists of the sane or
simlar course of conduct, action, or practice, irrespective
of the nunber of times the conduct, action, or practice that

is determned to be a violation of this Act occurred.

Section 55. Rulemaking power. The Director mnmay adopt
such admnistrative rules consistent with the provisions of

this Act as are necessary to inplenent them
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Section 60. 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
shal | not be adm ssi bl e in any court proceeding,
adm ni strative proceeding, arbitration, or alternative
di spute resolution proceeding and may not otherw se be used
to prove that the action of any person or the affected

vehi cl e protection pr oduct was unlawful or otherw se

I npr oper.

Secti on 99. Effective date. This Act takes effect on

January 1, 2004.
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