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Be it enacted by the People of the State of Maine as follows:
Sec. 1. 24-A MRSA c. 87 is enacted to read:

§7001. Scope and purpose

1, Purpose. The purpose of this chapter is to create a

W within i rvi m in

this State.

2 i T llowin r X rom th

R . s X R ision hi
chapter:

A. Warranties:

. W . . 3 int m
1i iliti n thei missi i
n h r r 1 h Publi iliti
i n; an
r ntr 1 r £ for 1 rson

i r ider ex ion The mar in
sale, offering for sale, issuance, making, proposing to make and
inistration £ rvi ntr rovider and related
rvi r sel inistr r r ns _ar
i rovisi £ i r xem fr 11
f thi i
7 £finiti
As used in this chapter, wunlegss the context otherwise
indi he followin rms h he following meani
inistr " in r " _mean n w i
r 1 for th inistration vi ntr r
W, r i £ fili requir h h r
2. Consumer, "Consumer" means a natural person who buys
r r r fr i n r
that is distributed in commerce and that is normally used for
personal, family or household purposes and not for business or
r r e
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. “Premium® m (derati . an
in r f reimbursement insuran licy.
7.  Provider, = "Provider" means _a _ person _ who is
i i r h r r_th

terms of the service contract,

- " : "

id £ . : !
Rei r i h o i “Reim men
insurance policy” means a policy of insurance that is issued to a

provider to reimburse the provider or to pay on behalf of the

r
provider all covered contractual obligations incurred by the
provider under the terms of the insured service contracts issued

r h vider

10, Service contract., "Service contract' means a contract

T for r i ion f cific
duration to perform the repair, replacement or maintenance of

r in ifi ion T i n

r the r ral £ e

m for T la m
r r from Wi n ntal
damage from handling.
1 i n h r ) o " vi
" or " r holder" mean n_w i
rch r or holder of rvic atr
"Warranty'" mean warr 1
r m r T i
with n ion i n i r m
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form prescribed by the superintendent. A provider shall pay teo
the superintendent a fee in the amount of $500 annually.

3. Regigtration, A provid i in
.l A i - . i

.
Ll £ 243 Q on w £ [} AL QLCNQAQI 1

4 r e I rder nsur he faithful rforman

of a provider's obligations to its service contract holders, each
provider shall:

A, Insure all rvi ntrac nder rei men

insurance policy issued by an insurer authorized to transact

in n in thi r r h r 19;

ndertake to:

Mai i n r r n for its
i r j rvi n i
outstanding in this State. The reserves may not be
less than 40% of the gross consideration received, less
claims paid, on the sale of the service contract for
r i rce T r i j
inati nd review h i 2
P i with rin n £i i
ri i havin val fn h % of
h r nsideration recei i i n
h e £ rvi r r 11 o
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A X nd h z r :
uri £ the 1i le for i
nsurer h H
{¢c) Cash:
£ i i
financi insti ion;
An r form £ r
regulations i h rinten :
rtak H
Main n r its r mpany_maintain
n W h r kh ' i 1
$100,000,000; and
r i W
r L} L
n = r F 20- £ w
ecuriti nd _Exchan mmission within th
1 len r or, if th mpan £il
with the United States Securities and Exchange
ission h rovi ! r i n
mpany ' ited financial ment hat show a ne
w h of th rovider its n ompan f at least
$100,000,000. If the parent company's Form 10-K, Form
20~ i financial m £il e
; e provider's 1gang1§1 ;ghlllty requiremen ;, then
ren m hall e r th
l' ion rovi re in rvic
racts 1 h rovider in thi .
Ri i rvi ntra mu r i h
orovi rmi h rvi ntr holder by r h
service contract within 20 ngg the Qggg the service contract
w i h rvi n h 1 r within £
liver i h rvi con 11 h rvi
contract holder at the time of §§1§ or wi;hin a longer time
ri rmi n h rvi contrac n r rn of th
rvi ntr h rovider within th i im
i i i m nder r
ri i r rn to th rovi h rvi ntr i i
a ider shall h rvi n lder r
credit the acggu t of the §grv1cg QQ tract ho Qgr, with the full
r vi t. Th righ i
i rovi i i i
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1 £ m n m rior i
10% n mon m X
r r i r
rvi ntr o th rovider
i ider £ 1 n i
contracts are not mi b4 Premi for
reim insuran ici i X

- Leiiite Al ] oa Y semen 2 i 5
ingsuring service contracts issued, so0ld _or offered for sale in
this State must state that the insurer that issued the
rei i i im n £

ider r i i 11
h rovi h rvi h h rovider
i 13 rform in he ider'
contractual ohligations wunder the insured service contracts
. h .

provider within 60 days of proof of loss by the service contract

h ract h r i ntitl 1 ir 1 h
reimbursement insurance company.
i i : i n
i r mark re
for m m r ini in
thi Stat : " writt - 3 r T ;
n 1 i r m i
in i n 1 .
A, Service contracts insured  under a reimbursement
n n i rsu ion 7 ction 4
r m n men n i h
following form: "Obligations of the provider under this
i r r i r r i r
rsem insuran licy." i r
he n £ i r
rvi i rsem
1i n ion 7 ion 4
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H. rvi ontr a ny r rictions vernin
ili i n if 1i

I rvi con h rm r icti r

wri noti rvi r r the 1
now ress ervic n in in

the_ records of the provider at least 5 days prior to
cancellation by the provider. Prior notice is not required
if the reason for cancellation is nonpayment of the provider

lati r n £ ncellation

duties of the service contract holder, such as the duty to
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h wWor ripti h in 1 r

rohibi iti f_sa A rson h
bank, savings and loan association, lending institution,
man rer r eller £ n r t ma not r ir he
purchase of a service contract as a condition of a Jloan or a
condition for the sale of any property.
7007 rg- i o ir
r A vi hall k b n
records in accordance with this section.
Th rovider hall k T n ok n
rni i r r i r
r ! k r T in :
ie £ h f rvi nty 14:
2 T n n rvi
lder xten h r hav
furnish h rvi ntr h r:
A li h i wh r r
rket 1 r offer for : an
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cancellation in accordance with the provisions of section 7005

n il by

iver o h

ancel ion of a reimbursement insuran

the issuer's responsibility for service contracts issued by
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rovi h i hi h r r h
's r r ri nt may:
e _an r dir h r
1 desist f Ptti iolati £ thi hapt
or the superintendent's rules or orders:
2 n r hibi h rovi rom
i r ferin £ rvi antract i
lation of h o]
3 Issu rder im in jvil nal on_ tha
provider; or
4 n i n of order 1 1
rson ri n order i nder thi ion
may request a hearing before the superintendent. The
i m il wi h i nt within
20 days of the date the superintendent's order is effective,
C. If a hearing is regquested, an order issued by the
superintendent under this section must be suspended from the
original effective date of the order until completion of the
h i n in ision h ri n
hearj rden i n ri n
show why the order issued pursuant to this sgection is
justified. The provisions of the Maine Administrative
Pr A 1 rin r nder hi
section,
ivi i Th i n m ri n ion i
m jurisdiction for an injuncti T her
i lief joi hr r existi i i
r or of th rin nt' An
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1 i n n rmi h rin £ m

han r i ti n t mor han 1 in h
by vi ion £ imilax r F
of this section, violations are of a similar nature if the
vi ion nsist £ th am r imilar r £
ion i irr i n r of tim h
n i h i rmi vi ion of thi

@

hi R r n hi ion r in

II1-A,

1, Application, Service contracts entered into prior to
200 and renewals of th n m x
not regqguired to, comply with this chapter. Providers and other
persons are not required to comply with this chapter wuntil
A ider r r i n
required to, implement the requirements of this chapter prior to
nuar .« Th ilur £ ider or her r
ly with thi h r_ or wi ini rvic
contract in the manner reguired by this chapter prior to January
1, 2000 is not admigsible in any court, arbitration or
alternative dispute resolution proceedings and that failure may

n wi u rov h h iogn of r r

the service contract was unlawful or otherwise improper.

SUMMARY
This bill establishes regulatory standards for providers of
service contracts and exempts these contracts from all other
provisions of the Maine Insurance Code. It also exempts from
the Maine Insurance Code:

1. Warranties;

2. Maintenance agreements;
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3. Warranties, service contracts and maintenance agreements
offered by public utilities on their transmission devices to the
extent they are regulated by the Public Utilities Commission; and

4. Service contracts sold or offered for sale to persons
other than consumers.
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