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PUBLIC LAW, C. 345

Sec. 26. 23 MRSA 81904, as amended by PL
1999, c. 152, Pt. F, 81, is repealed.

Sec. 27. 23 MRSA 81906, sub-81, as re-

pealed and replaced by PL 1981, c. 318, 81, is
amended to read:
1. Erection and maintenance. The commis-

sioner;-with-the-advice-of-the Travel-information-Ad-

- shall designate locations for and erect
official business directional signs licensed under this
chapter. The official business directional signs shaH
must be furnished and preserved by the applicant
thereafter after the erection of the official business

directional signs and shalt must conform to regulations
rules issued by the commissioner with-the-advice-of

il. Such regu-
lations—shall rules must be consistent with section
1910.

Sec. 28. 23 MRSA 81909, as repealed and re-
placed by PL 1981, c. 318, 81, is amended to read:

81909. Eligibility for official business directional
signs

Lawful businesses and points of interest and cul-
tural, historic, recreational, educational and religious
facilities are eligible for official business directional
signs, subject to this chapter and to rules promulgated

adopted by the commissioner with-the—advice-of-the

- and to any fed-

eral law, rule or regulation affecting the allocation of

federal highway funds or other funds to or for the

benefit of the State or any agency or subdivision
thereof of the State or any agency.

Sec. 29. 23 MRSA 81910, as amended by PL
1981, c. 576, &4, is further amended to read:

81910. Types and arrangements of signs
_Subject to this chapter, the commissioners-with-the

advice—of-theTravel-Information-Advisory-Ceuncil;
shall regulate the size, shape, color, lighting, manner
of display and lettering of official business directional
signs. A symbol may be specified for each type of
eligible service of facility for inclusion upon official
business directional signs.

Sec. 30. 23 MRSA 81912-B, last T, as en-
acted by PL 1995, c. 416, 81, is amended to read:

The commissioner;-with-the-advice-of-theTravel

il; shall adopt rules to

implement this section. Those rules may not be

adopted until March 15, 1996. The commissioner

shall report to the Joint Standing Committee on Trans-

portation in January 1996 on the development of those
rules.

Sec. 31. 23 MRSA 81925, as amended by PL
1985, c. 785, Pt. B, 8104, is further amended to read:
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81925. Administration of chapter
~ The commissioner shall administer this chapter

GCouneil. The commissioner may employ, subject to
the Civil Service Law, clerical and other assistants
required for the administration of this chapter. The
commissioner may delegate to personnel of the De-
partment of Transportation the authority to administer
this chapter. The commissioner may premulgate adopt
rules to administer the various provisions of this chap-
ter that are consistent with the provisions thereof of
this chapter. The commissioner may execute contracts
and other agreements to carry out the purposes of this
chapter.

Sec. 32. 34-A MRSA 8§3002-A, as amended
by PL 1999, c. 770, §83 to 5, is repealed.

Sec. 33. 37-B MRSA §158, sub-81, as en-
acted by PL 20009, c. 481, 86, is repealed.

Sec. 34. 37-B MRSA c. 8-A, as amended, is
repealed.

Sec. 35. Transition. Notwithstanding the
Maine Revised Statutes, Title 5, section 12006, the
Secretary of State shall submit suggested legislation to
the Joint Standing Committee on State and Local Gov-
ernment on or before January 30, 2012 to repeal those
boards that have not reported on their activities for
2011 to the Secretary of State under Title 5, section
12005-A or 12006 but may not include those boards
that report inactivity. The joint standing committee
may submit legislation to the Second Regular Session
of the 125th Legislature to repeal those boards.

See title page for effective date.

CHAPTER 345
H.P. 1109 - L.D. 1507

An Act Regarding Service
Contracts

Be it enacted by the People of the State of
Maine as follows:

Sec. 1. 24-A MRSA 83, sub-882 and 3, as
enacted by PL 1997, c. 592, §9, are amended to read:

2. Road or tourist service contract. A road or
tourist service contract, other than a contract issued by
a licensed insurer, related to the repair, operation and
care of automobiles or to the protection and assistance
of automobile owners or drivers; and

3. Home service contract. A home service con-
tract whereby, for a set fee and specified duration, a
person agrees to defray the cost of repair or replace-
ment or provide or arrange for the repair or replace-
ment of all or any part of any structural component,
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appliance or system of a home necessitated by wear
and tear, deterioration or inherent defect or by failure
of an inspection to detect the likelihood of any such
loss-; and

Sec. 2. 24-A MRSA 83, sub-84 is enacted to
read:

4. Service contract. A service contract as de-
fined in section 7102, subsection 11.

Sec. 3. 24-A MRSA 8601, sub-829 is enacted
to read:

29. Service contract providers and administra-
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tion with the sale or service of a motor vehicle as
defined in Title 29-A, section 101, subsection 42
are exempt from the requirements of section 7103,
subsection 5 but must comply with all other re-
guirements of this chapter.

B. A motor vehicle manufacturer's service con-
tracts on the motor vehicle manufacturer's prod-
ucts must comply only with section 7103, subsec-
tion 7; section 7105, subsection 1 and subsections
4 to 13; section 7109; and section 7110, as appli-
cable.

The types of agreements referred to in subsections 3

tors. Service contract provider or administrator an-

and 4 and service contracts governed by this chapter

nual registration fees may not exceed $200.
Sec. 4. 24-A MRSA c. 89 is enacted to read:
CHAPTER 89
SERVICE CONTRACTS
87101. Short title; purpose; scope

1. Short title. This chapter may be known and
cited as "the Service Contracts Act."”

2. Purpose. The purpose of this chapter is to

are not insurance and are not required to comply with
any provision of the insurance laws of this State other
han as expressly made applicable in this chapter as
ong as the service contract provider and administrator
have reqgistered with the superintendent as required by
section 7103, subsection 4.

§7102. Definitions

As used in this chapter, unless the contex
wise indicates, the following terms have the fo
meanings.

other-
lowing

create a legal framework within which service con-
tracts may be sold in this State.

3. Exclusions. The following types of service

1. Administrator. "Administrator" means the
person who is responsible for the administration of a
service contract program or who is responsible for any

contracts are exempt from the provisions of this Title,

submission required by this chapter.

including the other provisions of this chapter:
A. Warranties;
B. Maintenance agreements;
C. Warranties, service contracts or maintenance

2. Consumer. "Consumer" means an individual
who buys other than for purposes of resale any tangi-
ble personal property that is distributed in commerce
and that is normally used for personal, family or
household purposes and not for business or research

agreements offered by public utilities on their

purposes.

transmission devices to the extent they are requ-
lated by the Public Utilities Commission;

D. Service contracts sold or offered for sale to

3.  Maintenance agreement.  "Maintenance
agreement” means a contract of limited duration that
provides for scheduled maintenance only and does not

persons other than consumers;

E. Service contracts on tangible personal property
when the tangible personal property for which the

include repair or replacement.

4. Motor vehicle manufacturer. "Motor vehicle
manufacturer" means a person that:

service contract is sold has a purchase price of
$100 or less, exclusive of sales tax;

F. Road or tourist service contracts under section
3, subsection 2;

G. Home service contracts under section 3, sub-
section 3; and

H. Warranties, service contracts and maintenance
agreements that are conditioned upon or otherwise
associated with the sale or supply of heating fuel.

4. Limited exclusions. The application of this
chapter to the following is limited as follows.

A. Service contracts under which a motor vehicle
dealer licensed pursuant to Title 29-A, chapter 9 is
obligated to perform and that are sold in connec-

513

A. Manufactures or produces motor vehicles and
sells motor vehicles under its own name or label;

B. Is a wholly owned subsidiary of a person that
manufactures or produces motor vehicles;

C. Is a corporation that owns 100% of a person
that manufactures or produces motor vehicles;

D. Sells motor vehicles under the trade name or
label of another person that manufactures or pro-
duces motor vehicles; or

E. Does not manufacture or produce motor vehi-
cles but, pursuant to a written contract, licenses
the use of its trade name or label to another person
that manufactures or produces motor vehicles and
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that sells motor vehicles under the licensor's trade
name or label.

5. Nonoriginal _manufacturer's _ parts.
"Nonoriginal manufacturer's parts" means replacement
parts not made for or by the original manufacturer of
the property, commonly referred to as "aftermarket
parts.”

6. Person. "Person" means an individual, part-
nership, corporation, incorporated or unincorporated
association, joint stock company, reciprocal, syndicate
or any similar entity or combination of entities acting
in concert.

7. Premium. "Premium" means the considera-
tion paid to an insurer for a reimbursement insurance
olicy.

8. Provider. "Provider" means a person who is
contractually obligated to a service contract holder
under the terms of a service contract.

9. Provider fee. "Provider fee" means the con-
sideration paid for a service contract.

10. Reimbursement insurance policy. "Reim-
bursement insurance policy" means a policy of insur-
ance, issued to a provider, that provides reimburse-
ment to the provider under the terms of the insured
service contracts issued or sold by the provider or, in
the event of the provider's nonperformance, pays to
service contract holders on behalf of the provider all
covered contractual obligations incurred by the pro-
vider under the terms of the insured service contracts
issued or sold by the provider.

11. Service contract. "Service contract" means a
contract or agreement for a separately stated consid-
eration for a specific duration to perform the repair,

FIRST REGULAR SESSION - 2011

more parts or systems of the motor vehicle
brought about by the failure of an additive product
to perform as represented;

B. The repair or replacement of tires or wheels on
a_motor vehicle damaged as a result of coming
into contact with road hazards, including, but not
limited to, potholes, rocks, wood debris, metal
parts, glass, plastic, curbs or composite scraps;

C. The removal of dents, dings or creases on a
motor vehicle that can be repaired using the proc-
ess of paintless dent removal without affecting the
existing paint finish and without replacing vehicle
body panels, sanding, bonding or painting;

D. The repair of small motor vehicle windshield
chips or cracks but not the replacement of the en-
tire windshield; or

E. The repair of damage to the interior compo-
nents of a motor vehicle caused by wear and tear
but that expressly excludes the replacement of any
part or component of a motor vehicle's interior.

Notwithstanding any other provision of law, service
contracts are not insurance in this State and may not be
requlated as insurance except for a contract or agree-
ment _providing indemnification for a loss caused by
misplacement, theft, collision, fire or other peril typi-
cally covered in the comprehensive section of an
automobile insurance policy or by a homeowner's pol-
icy or a marine or inland marine policy.

12. Service contract hold
holder" means a person who is t|
of a service contract.

13. Superintendent. "Superintendent” means the
Superintendent of Insurance.

er. "Service contract
he purchaser or holder

replacement or maintenance of property or to indem-
nify for the repair, replacement or maintenance for an
operational or structural failure of any motor vehicle
or other property due to a defect in materials or work-
manship or normal wear and tear, with or without ad-
ditional provisions for incidental payment of indem-
nity under limited circumstances, including, but not

14. Tangible net worth. "Tangible net worth"
means_equity less assets that have no physical exis-
tence and depend on expected future benefits for their
ascribed value.

15. Warranty. "Warranty" means a warranty
made solely by the manufacturer, importer or seller of

limited to, towing, rental and emergency road service

property or services without consideration that is not

and road hazard protection. Coverage issued by an

negotiated or separated from the sale of the product

authorized insurance company pursuant to a personal

and is incidental to the sale of the product and tha

automobile insurance policy for payment of towing,

guarantees indemnity for defective parts, mechanical

rental, emergency road service or automobile me-

or electrical breakdown, labor or other remedial meas-

chanical breakdown is not a service contract. Service

ures, such as repair or replacement of the property or

contracts may provide for the repair, replacement or

repetition of services.

maintenance of property for damage resulting from
power surges or_interruption. "Service contract” in-
cludes a contract or agreement sold for a separately
stated consideration for a specific duration that pro-

§7103. Requirements for doing business

1. Administrator. A provider may, but is not
required to, appoint an administrator or other designee

vides for any of the following:

A. The repr_:\ir or replacement or indemnificat_ion
for the repair or replacement of a motor vehicle
for the operational or structural failure of one or
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to be responsible for any or all of the administration of
the provider's service contracts and compliance with
this chapter. All administrators of service contracts
sold in this State shall register with the superintendent
as provided in this section.




FIRST REGULAR SESSION - 2011

2. Provision of receipt and copy of contract. A
service contract may not be issued, sold or offered for
sale in this State unless the provider has:

A. Registered with the superintendent pursuant to
this section;

B. Provided a receipt for, or other written evi-
dence of, the purchase of the service contract to
the service contract holder;

C. Provided a copy of the service contract to the
service contract holder within a reasonable period
of time from the date of purchase; and

D. Complied with the provisions of this chapter.

3. Sample copy before sale. A provider shall
make a complete sample copy of the service contract
terms and conditions available for inspection by a con-
sumer prior to the time of sale.

4. Registration. A provider or administrator of
service contracts issued, sold or offered for sale in this
State shall apply for registration with the superinten-
dent on a form prescribed by the superintendent, pro-
viding the registrant's name, full business address,
telephone number and contact person and designating
an agent in this State for service of process. The regis-
tration must be updated by written notification to the
superintendent if changes occur in the registration on
file.

A. The reqistrant shall pay to the superintendent a
fee as set forth in section 601, subsection 29 upon
initial registration and every year thereafter.

B. A registrant whose registration has terminated
shall send notice within 15 days as follows:

(1) To all in-force service contract holders, if
the registrant is a provider. Such registrant
shall also cease issuing new service contracts
in this State and may not renew existing ser-
vice contracts unless authorized by the terms
of a run-off plan approved by the superinten-
dent; and

(2) To all providers for which it acts as an
administrator, and to all in-force service con-
tract holders of those providers, if the regis-
trant is an administrator. Such registrant sha
also cease acting as an administrator as to al
service contract programs that it has con-
tracted for in this State.

This section may not be construed to require a pro-
vider or administrator to apply for and obtain a license
under chapter 16, subchapter 2-A.

5. Provider's obligations. To ensure the per-
formance of the provider's obligations to its service
contract holders, the provider shall either:

A. Insure all service contracts under a reim-
bursement insurance policy filed with the superin-
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tendent and issued by an insurer authorized to
transact casualty insurance in this State, purchased
through a risk retention group registered with the
superintendent, or issued pursuant to chapter 19
by an eligible surplus lines insurer that agrees in
writing to comply with the terms of this chapter
and to submit to the jurisdiction of the superinten-
dent for purposes of enforcing this chapter, as
long as such insurer or risk retention group either:

(1) At the time the policy is filed with the
superintendent and continuously thereafter:

(a) Maintains surplus as to policyholders
and  paid-in___capital of at least
$15,000,000; and

(b) Files annually copies of the insurer's
or risk retention group's as audited finan-
cial statements, its annual statement un-
der section 423 and the actuarial certifi-
cation required by and filed in the in-
surer's state of domicile; or

(2) At the time the policy is filed with the
superintendent and continuously thereafter:

(a) Maintains surplus as to policyholders
and paid-in _ capital of at least
$10,000,000;

(b) Demonstrates to the satisfaction of
the superintendent that the insurer main-
tains _a ratio of net written premiums,
wherever written, to surplus as to policy-
holders and paid-in capital of not greater
than3to 1; and

(c)_Files annually copies of the insurer's
audited financial statements, its annual
statement under section 423 and the ac-
tuarial certification required by and filed
in the insurer's state of domicile; or

B. Maintains, or together with its parent company
maintains, a tangible net worth of at least
$100,000,000 and upon request provides the su-
perintendent with a copy of the provider's or, if
the provider's financial statements are consoli-
dated with those of its parent company, the pro-
vider's parent company's most recent Form 10-K
or Form 20-F annual report filed with the United
States Securities _and Exchange Commission
within the last calendar year or, if the company
does not file with the United States Securities and
Exchange Commission, a copy of the company's
audited financial statements that shows a tangible
net worth of the provider or its parent company of
at least $100,000,000. If the provider's parent
company's Form 10-K or Form 20-F annual report
or financial statements are filed to meet the pro-
vider's financial stability requirement, the parent
company shall agree, on a form approved by the
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superintendent, to gquarantee the obligations of the
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ister, market, sell or offer to sell service contracts in

provider _relat_inq to service contracts sold by the this State.

provider in this State. 10. Insurance laws exemption. The marketing,

6. Other financial security requirements. Ex- sale, offering for sale, issuance, making, proposing to
cept for the requirements specified in subsections 4 make and administration of service contracts by pro-

and 5, other financial security requirements may not

viders and related service contract sellers, administra-

be required by the superintendent for providers.

7. Return of service contract. A service contract
must require the provider to permit the service contract
holder to return the service contract subject to the fol-
owing conditions.

A. A service contract holder may return a service

tors and other persons are exempt from all provisions
of the State's insurance laws, except as specified in this
chapter, as long as a service contract provider or ad-
ministrator_has registered with the superintendent as
required by subsection 4. Reimbursement insurance
policies are subject to all relevant provisions of this
Title to the full extent consistent with this chapter.

contract within 20 days of the date the service
contract was mailed to the service contract holder
or within 10 days of delivery if the service con-
tract is delivered to the service contract holder at

§7104. Reimbursement insurance policy

1. Scope of policy. A reimbursement insurance
policy insuring service contracts issued, sold or of-

the time of sale or within a longer time period

fered for sale in this State must unconditionally obli-

permitted under the service contract. Upon return

gate the insurer that issued the reimbursement insur-

of the service contract to the provider within the

ance policy to reimburse or pay on behalf of the pro-

applicable time period, if no claim has been made

vider any sums, including the refund of unearned pro-

under the service contract prior to its return to the

vider fees, the provider is legally obligated to pay di-

provider, the service contract is void and the pro-

rectly to the service contract holder or, in the event of

vider shall refund to the service contract holder or

the provider's nonperformance, to provide the service

lienholder if the service contract holder has fi-

that the provider is legally obligated to perform ac-

nanced the purchase of the service contract the

cording to the provider's contractual obligations under

full provider fee and any sales tax refund required

the service contracts issued or sold by the provider.

pursuant to state law. The right to void the service
contract provided in this subsection is not trans-
ferable and applies only to the original service
contract purchaser and only if no claim has been
made prior to its return to the provider. A monthly
penalty equal to 10% of the provider fee out-
standing must be added to a refund that is not paid
or credited within 45 days after return of the ser-
vice contract to the provider.

B. After the time period specified in paragraph A
for returning a service contract or if a claim has
been made under the service contract within that

2. Application to insurer. A reimbursement in-
surance policy must provide that if a covered service is
not provided by the provider within 60 days of proof
f loss by a service contract holder, or unearned pro-
vider fees are not returned within 60 days of a valid
refund request, the service contract holder may apply
directly to the reimbursement insurance company for
reimbursement or performance.

§7105. Required provisions; service contracts

1. Form; language. A service contract mar-
keted, sold, offered for sale, issued, made, proposed to

o

time period, a service contract holder may cance

be made or administered in this State must be written,

the service contract and the provider shall refund

printed or typed in clear and understandable language

to the service contract holder 100% of the un-

that is in a font size that is easily readable by a person

earned pro rata provider fee, less any claims paid.

with average eyesight and must conspicuously disclose

An administrative fee not to exceed 10% of the

the requirements set forth in this section, as applicable.

provider fee paid by the service contract holder

A provider may comply with the font size requirement

may be charged by the provider.

8. Premium taxes. Insurance premium taxes un-
der Title 36, chapter 357 apply as follows.

A. Provider fees collected on service contracts
are not subject to premium taxes.

B. Premiums for reimbursement insurance poli-

of this subsection by directing the consumer to a pub-
licly accessible website containing a complete sample
of terms and conditions of the service contract.

2. Notice of reimbursement insurance policy.
A service contract insured under a reimbursement in-
surance policy pursuant to section 7103 must contain a
statement in substantially the following form: "Obli-

cies are subject to premium taxes.

9. Licensing exemption. Except for the registra-
tion requirements in subsection 4, a license or registra-
tion is not required under this Title to provide, admin-

516

gations of the provider under this service contract are
insured under a service contract reimbursement insur-
ance policy. If the provider fails to pay or provide
service on a claim, including any claim for the return
of the unearned portion of the provider fee, within 60
days after proof of loss has been filed, the contract
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holder is entitled to make a claim directly against the
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service contract holder contained in the records of the

insurance company."” The service contract must also

provider at least 15 days prior to cancellation by the

state the name and address of the insurer.

3. Notice when no _reimbursement insurance
policy. A service contract not insured under a reim-
bursement insurance policy pursuant to section 7103
must contain a statement in substantially the following
form: "Obligations of the provider under this service
contract are backed by the full faith and credit of the
provider and are not quaranteed under a service con-
tract reimbursement insurance policy."

4. Contact information. A service contract must
state the name and address of the provider, the service
contract seller and the administrator if different than
the provider. A service contract must state the service
contract holder's name and address to the extent fur-
nished by the service contract holder. The identities of
the service contract seller and service contract holder,

provider. The notice must state the effective date of
the cancellation and the reason for the cancellation. If
a service contract is cancelled by the provider for a
reason other than nonpayment of the provider fee, the
provider shall refund to the service contract holder
100% of the unearned pro rata provider fee, less any
claims paid. An administrative fee not to exceed 10%
of the provider fee paid by the service contract holder
may be charged by the provider.

12. Obligations and duties. A service contract
must set forth all of the obligations and duties of the
service contract holder, such as the duty to protect
against any further damage and any requirement to
follow instructions in the owner's manual.

13. Consequential damages. A service contract
must state whether the service contract provides for or

to the extent furnished by the service contract holder,

excludes consequential damages or preexisting condi-

are not required to be preprinted on the service con-

tions, if applicable. A service contract may, but is not

tract but may be added to the service contract at the

required to, cover damage resulting from rust, corro-

time of sale.

5. Purchase price and terms. A service contract
must state the total purchase price of the service con-

sion or damage caused by a noncovered part or sys-
tem.

§7106. Record-keeping requirements

tract and the terms under which the service contract is
sold. The purchase price is not required to be pre-
printed on the service contract and may be negotiated
at the time of sale with the service contract holder.

6. Prior approval. A service contract must con-
spicuously state the procedure for obtaining prior ap-
proval for repair work when prior approval is required
and for making a claim, including a toll-free telephone
number for claim service and a procedure for obtain-
ing emergency repairs performed outside of normal
business hours.

7. Deductible amount. A service contract must
conspicuously state the existence of any deductible
amount, if applicable.

8. Merchandise and services to be provided. A
service contract must specify the merchandise and
services to be provided and any limitations, exceptions
or exclusions.

9. Nonoriginal manufacturer's parts. A service

1. Provider records. A provider shall keep ac-
curate accounts, books and records concerning trans-
actions requlated under this chapter. The provider's
accounts, books and records must include the follow-

A. Copies of each type of service contract sold;

B. The name and address of each service contract
holder to the extent furnished by the service con-
tract holder;

C. A list of the
are marketed, so
vider; and

D.  Written claims files, which must contain a
east the dates and descriptions of claims related
to the provider's service contracts.

2. Retention period. Except as provided in sub-
section 4, a provider shall retain all records required to
be maintained by this section for at least 3 years after

ocations where service contracts
d or offered for sale by the pro-

contract covering a motor vehicle must state whether

the specified period of coverage has expired.

the use of nonoriginal manufacturer's parts is allowed.
10. Transferability. A service contract mus

3. Form of records. The records required under
this chapter may be, but are not required to be, main-

state any restrictions governing the transferability of

tained on a computer disk or other record-keeping

the service contract, if applicable.

11. Cancellation. A service contract must state
the terms, restrictions or conditions governing cancel-
lation of the service contract prior to the termination or
expiration date of the service contract by either the

medium. If the records are maintained in other than
hard copy, the records must be capable of transfer to
egible hard copy at the request of the superintendent.

4. Discontinuation of business. A provider dis-
continuing business in this State shall maintain its rec-

provider or the service contract holder. The provider

ords until it furnishes to the superintendent satisfactory

of the service contract shall mail a written notice to the

proof that it has discharged all obligations to service

service contract holder at the last known address of the

contract holders in this State.
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87107. Cancellation of reimbursement insurance
policy

An insurer that issued a reimbursement insurance
policy may not cancel or nonrenew the policy for any
reason, including at the request of the policyholder,
until the insurer has delivered a notice of such action
to the superintendent at least 45 days before such ac-
tion. The cancellation or nonrenewal of a reimburse-
ment _insurance policy does not reduce the insurer's
obligations as to service contracts issued by providers
prior to the date of cancellation or nonrenewal.

87108. Obligation of reimbursement insurance
policy insurers

1. Receipt of premium; agency. A provider is
the agent of the insurer that issued the reimbursement
insurance policy for purposes of obligating the insurer
to service contract holders in accordance with the ser-
vice contract and this chapter. When a provider is act-
ing as an administrator and enlists other providers, the
provider acting as the administrator shall notify the
insurer of the existence and identities of the other pro-
viders. An insurer issuing a reimbursement insurance
policy to a provider is deemed to have received the
premiums_for such insurance upon the payment of
provider fees by consumers for service contracts is-
sued by the insured provider.

2. Indemnification or subrogation. This chap-
ter does not prevent or limit the right of an insurer that
issued a reimbursement insurance policy to seek in-
demnification or subrogation against a provider if the
insurer pays or is obligated to pay the service contract
holder sums that the provider was obligated to pay
pursuant to the provisions of the service contract.

§7109. Enforcement provisions

1. Investigation and examination by superin-
tendent. The superintendent may conduct investiga-
tions and examinations of providers, administrators,
insurers or other persons to enforce the provisions of
this chapter and protect service contract holders. Upon
request of the superintendent, a person subject to this
chapter shall make available to the superintendent all
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ration, suspension or revo-
cation. The superintendent may suspend, revoke or
refuse to accept the registration of a provider under
this chapter as set out in this section.

A. The superintendent shall deny an application
for registration if the reqgistrant has not demon-
strated that it is qualified to do business in accor-
dance with this chapter or for any reason that
would be a ground for suspension or revocation of

B. If, upon investigation or examination, the su-
perintendent finds that a person reqgistered under
this chapter in this State has exceeded its powers,
has failed to comply with any of the provisions of
this chapter, is not fulfilling its service contracts
in good faith or is conducting its business fraudu-
lently or in a manner injurious to its contract
holders or the public, the superintendent shall no-
tify the person of the deficiency or deficiencies
and state in writing the reasons that warrant sus-
pension, revocation or refusal of the person's reg-
istration. The notice must require that the defi-
ciency or deficiencies be corrected.

After receipt of the notice, the person has 30 days
to comply with the superintendent's request for
correction, and if the person fails to comply the
superintendent shall notify the person of the find-
ings of noncompliance and require the person to
show cause, on a date set by the superintendent,
why its registration should not be suspended, re-
voked or refused. If on that date the person does
not present good and sufficient reason why its au-
thority to do business in this State should not be
suspended, revoked or refused, the superintendent
may suspend or refuse the registration of the per-
son to do business in this State until satisfactory
evidence is furnished to the superintendent that
the suspension or refusal should be withdrawn or
the superintendent may revoke the authority of the
person to do business in this State.

4. Service of process. A provider and adminis-
trator_reqgistered under this chapter shall appoint in

3. Refusal of reqist

accounts, books and records concerning service con-

writing an agent located in the State in the same man-

tracts sold by the provider that are necessary to enable

ner as insurers are required to appoint agents under

the superintendent to determine compliance or non-

section 421.

compliance with this chapter.
2. Enforcement actions. The superintendent

5. Administrative procedures. Any person ag-
grieved by an order of the superintendent under this

may assess civil penalties or take any other action

chapter may submit an application for a hearing as

permitted under section 12-A against any person who

provided in section 229, upon which the procedures

violates any provision of this chapter or the superin-

set forth in section 229 apply.

tendent's rules and orders, and nothing in this section
may be construed as limiting the superintendent's au-
thority to take enforcement action under section 12-A
in_connection with violations of applicable provisions
of this Title.
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6. Construction; existing contracts. This sec-
tion may not be construed as preventing any provider
from continuing in _good faith all service contracts
made in this State during the time the provider was
legally authorized to transact business in this State.
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87110. Unfair methods of competition; unfair and

deceptive acts and practices

1. Prohibit

ted acts and practices. A person may

not engage in t

his State in any act or practice deter-

mined by the superintendent to be unfair or deceptive

or in any of the

following acts or practices in connec-

tion with the marketing, sale, offering for sale, issu-

ance, making, p

roposing to make or administration or

solicitation of a

service contract.

A. A person may not make, issue, circulate, or
cause to be made, issued or circulated, any esti-
mate, illustration, circular or statement misrepre-
senting the terms of any service contract issued or
to be issued or the benefits or advantages prom-
ised thereby or make any misleading representa-
tion or _any misrepresentation as to the financial
condition of any provider.

B. A person may not make, publish, disseminate,
circulate or place before the public, or cause, di-
rectly or indirectly, to be made, published, dis-
seminated, circulated or placed before the public,
in a newspaper, magazine or other publication or
on a business card, or in the form of a notice, cir-
cular, pamphlet, letter or poster, or over any radio
or television station, or in any other way, an ad-
vertisement, announcement or statement contain-
ing any assertion, representation or statement with
respect to the business of service contracts or with
respect to any person in the conduct of that per-
son's service contract business in a manner that is
untrue, deceptive or misleading.

C. A person may not file with any supervisory or
other public official, or make, publish, dissemi-
nate, circulate or deliver to any person, or place
before the public, or cause directly or indirectly to
be made, published, disseminated, circulated, de-
ivered to any person or placed before the public,
any false statement of financial condition of a
provider with intent to deceive. A person may not
make any false entry in any book, report or state-
ment_of any provider with intent to deceive any
agent or examiner lawfully appointed to examine
into its condition or into any of its affairs, or any
public official to whom such person is required by
law to report, or who has authority by law to ex-
amine into its condition or into any of its affairs,
or, with like intent, willfully omit to make a true
entry of any material fact pertaining to the busi-
ness of such person in any book, report or state-
ment of such provider.

D. A person may not engage in any of the follow-
ing service contract claims practices in conscious
disregard of this section and any rules adopted
under this section or with such frequency as to in-
dicate a general business practice of the person to
engage in such conduct:

o
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(1) Knowingly misrepresenting to service
contract holders relevant facts or service con-
tract provisions related to coverages at issue;

(2) Failing to acknowledge with reasonable
promptness pertinent written communications
with respect to claims arising under its ser-
vice contracts;

(3) Failing to develop and maintain docu-
mented claim files supporting decisions made
regarding liability;

(4) Refusing to pay claims without conduct-
ing a reasonable investigation;

(5) Failing, in the case of claims denials, to
provide an accurate explanation of the basis
for those actions; or

(6) Failing to adopt and implement reason-
able standards to ensure that the repairs of a
repairer owned by or required to be used by
the provider are performed in a competent
and professional manner.

E. A provider may not use in its name the words
"insurance," "casualty," "surety," "mutual or any
other words descriptive of the insurance, casualty
or surety business or use a name deceptively simi-
lar to the name or description of any insurance or
surety corporation or to the name of any other
provider. The word "guaranty” or a similar word
may be used by a provider. This section does not
apply to a provider that was using any of the pro-
hibited language in its name prior to January 1,
2012; however, such provider must include in its
service contracts a statement in substantially the
following form: "This agreement is not subject to
regulation as an insurance contract."

F. A person, including but not limited to a bank,
savings and loan association, lending institution,
manufacturer or seller of any product may not re-
quire the purchase of a service contract as a condi-
tion of a loan or a condition for the sale of any

property.

G. A provider of a service contract on a motor
vehicle or its representative may not, directly or
indirectly, represent in_any manner, whether by
written solicitation or telemarketing, a false, de-
ceptive or misleading statement with respect to:

(1) The provider's affiliation with a motor
vehicle manufacturer;

(2) The provider's possession of information
regarding a_motor vehicle owner's current
motor vehicle manufacturer's original equip-
ment warranty;

(3) The expiration of a motor vehicle owner's
current motor vehicle manufacturer's original
egquipment warranty; or
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(4) A requirement that a motor vehicle owner
register for a new motor vehicle service con-
tract with the provider in order to maintain
coverage under the motor vehicle owner's
current _motor vehicle service contract or
manufacturer's original equipment warranty.

2. Cease and desist order. The superintendent
may issue a cease and desist order pursuant to section
12-A, subsection 2 if, after a hearing, the superinten-
dent finds that any person in the State has engaged or
is engaging, or that a resident of the State has engaged
or_is engaging in another state, in an unfair or decep-
tive practice not described in this chapter or in rules
adopted pursuant to this chapter. For any practice not
described in this chapter or in rules adopted pursuant
to this chapter, the civil penalties set forth in section
12-A, subsection 1 may not be imposed for practice
engaged in prior to the issuance and service of a valid
cease and desist order.

§7111. Rule-making authority

The superintendent may adopt rules necessary to
implement this chapter. Rules adopted pursuant to this
section are routine technical rules as defined in Title 5,
chapter 375, subchapter 2-A.

§7112. Transition

The exemptions in section 7101, subsection 3 are
effective immediately upon the effective date of this
chapter and extend to contracts that are already in
force. All other service contracts entered into, renewed
or offered for sale in this State on or after January 1,
2012 must comply with this chapter. The exemptions
in section 7101, subsection 4 apply to all service con-
tracts entered into, renewed or offered for sale on or
after the provider's registration date.

Sec. 5. Election before January 1, 2012. A
service contract provider may elect to implement the
requirements of the Maine Revised Statutes, Title
24-A, chapter 89 before January 1, 2012. If a provider
applies for registration with the Superintendent of In-
surance on or before December 31, 2011, it may elect
to make its in-force contracts subject to the require-
ments of Title 24-A, chapter 89. If a provider con-
forms its in-force contracts to the requirements and
sends notice to all of its existing contract holders in
this State making the required disclosures on or before
December 31, 2011, the exemptions in Title 24-A,
section 7101, subsection 4 apply to all service con-
tracts entered into, renewed or offered for sale before
the provider's registration date.

Sec. 6. Appropriations and allocations.
The following appropriations and allocations are
made.

PROFESSIONAL AND FINANCIAL
REGULATION, DEPARTMENT OF
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Administrative Services - Professional and Finan-
cial Regulation 0094

Initiative: Allocates funds for costs related to the re-
view of service contract provider or administrator ini-
tial and renewal registrations.

OTHER SPECIAL 2011-12 2012-13
REVENUE FUNDS

All Other $3,159 $4,012
OTHER SPECIAL $3,159 $4,012

REVENUE FUNDS TOTAL

Insurance - Bureau of 0092

Initiative: Allocates funds for one half-time Assistant
Insurance Analyst position and related costs to review
service contract provider or administrator initial and
renewal registrations.

OTHER SPECIAL 2011-12 2012-13
REVENUE FUNDS
POSITIONS - FTE 0.500 0.500
COUNT
Personal Services $25,600 $38,809
All Other $1,621 $1,809
OTHER SPECIAL $27,221 $40,618
REVENUE FUNDS TOTAL
PROFESSIONAL AND
FINANCIAL
REGULATION,
DEPARTMENT OF
DEPARTMENT TOTALS 2011-12 2012-13
OTHER SPECIAL $30,380 $44,630
REVENUE FUNDS
DEPARTMENT TOTAL - $30,380 $44,630
ALL FUNDS

Sec. 7. Effective date. This Act takes effect
January 1, 2012.

Effective January 1, 2012.
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