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Senator Michael F.Q). San Nicolas

Chairman - Committee on Aviation, Ground Transportation, -
Regulatory Concerns and Fubure Generations
{ Mina'trentai Dos Mg Libeslaturan Gadhan | 320 Guam Legishiture

The Honorable Judith T. Won Pat, Ed.1).

Speaker
f Mina ' Trentol Dox na Likeslaruran Gudhan ~
145 Hesler Place o

Hagatna, Guam 96910 ﬂ( 5
VIA:  The Honorable Rory 1. RLW j ,fp ) oo ~Q§(\
Chainnan . :’\
Committee on Rules, Federal, Foreign & Micronesian Affairs, :
Human & Natural Resources, and Election Retorm o
>

RE:  Commitiee Report on Bill No, 176-32 (COR)

Dear Speaker Won Pat,
Hdata adait Transmitted herewtth is the Committee Report on Bili No, [76-32 (COR) ~ “AN ACT TO ADDD A

NEW ARTICLE 2 TO CHAPTER 12, DIVISION 2, TITLE 22 OF THE GUAM CODE ANNOTATED,
RELATIVE TO THE LICENSING OF SERVICE CONTRACTS SOLD ON GUAM.”

Conmmittee votes are ag follows:

3 TO DO PASS
O TO NOT PASS
4. TO REPORT OUT ONLY
e TO ABSTAIN
O TOPLACE IN INACTIVE FILE

Respectiully,

i\/ > /
\/1 -
ICHAEL F.). 5 AN NICOLAS

155 Hesler Place Suite 203, Hagatia, Guam 96910
(671 472 - 6403 | senatorsannicolas@gmailcom | www senatorsannicolas.com
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COMMITTEE REPORT

Bill No. 176-32 (COR)
Introduced*‘by V.C. Pangelinan

“AN ACT TO ADD A NEW ARTICLE 2 TO CHAPTER
12, DIVISION 2, TITLE 22 OF THE GUAM CODE
ANNOTATED, RELATIVE TO THE LICENSING OF
SERVICE CONT CTS SOLD ON GUAM.”
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Senator Michael F.Q. San Nicolas

Chairman ~ Commitlee on Aviation, Ground Transportation,
Regulatory Concerns arad Future Generations
{ hting trental Dos Na Lihesfaturaon Gudlen | 32 Guam Lepisiature

OCT 31 2013

MEMORANDUM

TO: All Membaers
Commitiee on Aviation, Ground Transportation,
Regulatory Concerns and Future Generations

RE: Committee Report on Bill No. 176-32 (COR)

Hifir adait Transmitted herewith for your constderation is the Comumittee Report on Bill No. 176-32 (COR) — AN
ACT TO ADD ANEW ARTICLE 2 TO CHAPTER 12, DIVISION 2, TITLE 22 OF THE GUAM CODE
ANNOTATED, RELATIVE TO THE LICENSING OF SERVICE CONTRACTS SOLD ON GUAM.”

This report includes the following:

Committee Voting Sheet

Report Digest

Copy of Bill No. 176-32 (COR)

Public Hearing Sign-in Sheet

Writtens Testimony

Fiseal Note

Copy of COR Referral of Bill No. l76~33 {C OR)
Notices of Public Hearing

Copy of the Public Hearing Agenda

. & & 5 & »

“« = *

Please take the appropriate action on the attsched voting sheet. Your atieation to this matier is greatly appreciated.
Should you have any questions or concems, please do not hesitate to contact my office.

Rr.spwtfu]h

/\/\w/\

MICHAEL F.Q. SAN NHCOLAS

155 Hesler Place Suite 203, Flagdtia, Guam 96910
(6713 472 - 6453 | senatorsannicolas@gmail.com | www senatorsannicolas.com



Chairman - Committee on Aviation, Ground Transportation,
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I Mina'trentat Dos No Liheslaturan Gudkan | 320 Guam Legislature

COMMITTEE VOTING SHEET

Bill No, 176-32 (COR) - AN ACT TO ADD A NEW ARTICLE 2 TO CHAFPTER 12, DIVISION 2,
TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO THE LICENSING OF SERVICE
CONTRACTS SOLD ON GUAM.”
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Senator Michael F.Q. San Nicolas

Chaitrman
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Vice Chairman

Speaker Judlthz’?{‘. Won Pat, Ed.D
Member ((“/
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Vice Speaker Ben;aimn J.F. {,an
Member

Senator Tina Rose ﬁ’iuﬁa Barnes
Member :

Senator Vicente C. ?aﬁgehnan
Member S

Senator Rory J. Respicio
Member

Senator V. Anthony Ada
Member
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Senator Aline A. Yamashita, Ph.D.
Member
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Senator Michael F.Q. San Nicolas

Chairman - Committee on Aviation, Ground Transportation,
Regulatory Concerns and Future Generations
I Mina'treniar Dos Na Liheslaturan Gudhar | 3204 Guam Legislature

COMMITTEE REPORT DIGEST

L. OVERVIEW

Bill No. 176-32 (COR) was introduced on August 28, 2013 by Senator Vicente C. Pangelinan. The bill was
subsequently referred by the Commiliiee on Rules to the Committee on Aviation, Ground Transportation,
Regulatory Concerns and Futurc Generations on August 28, 2013,

The Committee on Aviation, Ground Transportation, Regulatory Concerns and Future Generations convened a
public hearing on October 24, 2013 at 2:07 p.m. in [ Liheslatura’s Public Hearing Room. Among the items on
the hearing agenda was Bill 176-32 {COR). The hearing was adjourned at 2:33 p.m.

Public Notice Reguirements
Public Hearing notices were disseminated via electronic mail to all senators and all main med:a broadcasting

outlets on October 17,2013, and again on October 22, 2013,

Senators Present

Senator Michael F.Q. San Nicolas, Chairman
Senator Vicente C. Pangelinan, Commiltee Member
Senator V. Anthony Ada, Commiltee Membcr
Senator Tommy A. Morrison

Oral Testimony
Richard Iohnson, Blair, Sterling, Johnson and Martmez

Written Testimony
Elizabeth Kastigar, Senior Counsel, The Warranty Group

IL TESTIMONY & DISCUSSION

Chairman Michael San Nicolas: We will go ahead and begin with public testimony on Bill No. 176-32. | will yield to
the author for his opening comments.

Senator Vicente Pangelinan: Thank you, Mister Chairman. Bill 176-32 is a hill that gets its genesis from Bill No. 64-32
which was passed by the Legislature but unfortunately vetoed by the Govemor. In hts veto message, the Governor had
pointed out that his concern with the regards to the bill and the concept that was embodied by the bill was the existence of
the word “property.” He felt that when you inctude that word it may be interpreted to include real property and, thus, tied
into construction, property warranties ot the contractors, and the real estate. The existence of that interpretation could lead
to an overly tong fength of time for the service contract to be provided. That was the single concern he pointed out with
regards to what the bill was intending to provide. We looked at it and reviewed it and we still believe that the existence of
statute that would allow the continuance of these extended warranty contracts. | say continuance because they had existed
before and when the Department of Revenue and Taxation decided to issue a ruling, it put an end to the extension of these
unless these companies became licensed as insurance companies and fall under the insurance regulations. We, at that time

155 Hesler Place Suite 203, Hagatiha, Guam 96910
(671) 472 - 6453 | senatorsannicolas@gmail.com | www.senatorsannicolas.com



in reviewing that interpretation, felt that there was enough service and safeguards being provided in existing
statutes and legislation across the country that provided for the existence of service contracts warranties or extended
warranties and not require that they be subject to the more rigorous requirements of being formed and subject to
insurance policies and insurance companies. We then looked at those concerns, removed the word “property™ so
there is no mistrierpretation or the intention, and reintroduced the bill with that change. We sent the bill to the
Governor informing liim that a new bitl had been infroduced with that change there and solicited his comments on
whether or not this was going to be sutficient. The Governor did not formally respond to us and we received no
feedback, negative or otherwise, form his office with this change in the bill. So, we are proceeding with the
introduction of Bill 176 with that change that was of concern to the Governor. We hope that would meet the
requirements of his concerns and proceed to allowing, once again, the offering of extended warranty service
contracts that bad existed in the past and provide opportunities for husinesses to provide this service to the
consumers of Guam and to the businesses of Guam. Thank you very much for the epportunity to present that
introduction on the history of Bill No. 176,

Chairman San Nicolas: Thank vou very much. On B:ll 176-32, we only have a single individual signed up, Mr,
Johnson, you did not indicate whether or not you would be offering testimony.

Mr. Richard Johnson: Our client, The Warranty Group, is the one who requested the advice from the Department
of Revenue and Taxation and was told that they would have to register as an insurer, which was not the case
anywhere else, That being the case, my client asked me to approach a senator who might be interested. We
approached Senator Pangelinan and worked with him in getting the first bill done and we have worked with him on
getting the second bitl done. My client submitted their own testimony by email. 1 hope you have received it. 'l Let
their testimony speak for itself. I just wanted to make sure | was here and was heard if anybody had any questions
or concemns about the bill,  could try to deal with them.

Chairman San Nicolas: Thank you, Mister Johnson. There being no other individuals who signed up for
testimony, Mister Speaker, did you have any questions?

Senator Pangelinan: No. | think the record on the initial public hearing is quite extensive. We solicited the
automobile dealers and such, and they all presented positive testimony supporting it. At that time, we all did not
feel there was a problem with the word “property,” | think the Governor’s concern is legitimate and, by addressing
it, we can move forward on providing opportunities or our community to receive this service as well as
entreprencurs and businesses who may want to provide this additional services to businesses that may not want to
do it in house but contract it out. | think all the way around that this will provide epportunities for the people in our
eommunity as well as a service that can be provided in our community.

Chariman San Nicolas: Thank you Mister Johnson.
Mr. Johnson: Thank you, Senator Pangelinan, for your work on the bill.

Chairman San Nicolas: There being no other individuals testifying with regards to Bill 170-32, it will be
constdered as being heard for the record,

I1I. FINDINGS AND RECOMMENDATIONS

The Commuiitee on Aviation, Ground Transportation, Regulatory Concerns and Future Generations herehy reports
out Bill No. 176-32 (COR) with the recommendation 70 88507 s oLy
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I MINA'TRENTAI DOS NA LINESIATURAN GUAIIAN
2013 (FIRST) Regular Session

Bill No. (b %2 (i)

Introduced by: V. C. E’ang:ﬁfznﬁdrﬁ}_:@ -
ANACT TO ADD A NEW ARTICLE 2 TO CHAPTER 12,
DIVISION 2, TITLE 22 OF THE GUAM CODE
ANNOTATED, RELATIVE T THE LICENSING OF N
SERVICE CONTRACTS SOLD ON GUAM. 5

3
furad

BE IT ENACTED BY THE PEOPLE OF GUAM:

Section 1. Lepislative Statement and lInteat. [ Likesiaturan Gudhan
finds that under current Guam law, the definition of insurance as interpreted by the
Insurance Cominissioner classifies service contracts, also known as extended
warraniies, as an insurance product, However, service contracts are being sold on
Guam and are nof being regulated by the Department of Revenue and Taxation
(DRT) regardless of the fact that the DRT has opined that they are insurance
products under Guam’s definition of insurance.

Thirty-six (36} states have enacted fegisiation, which expressly provides that
service contracts do nor constitute insurance, or that they are nof subject (o the
state’s insurance laws, Three (3} state departments of insurance have informally
opined that service contracts are nor insurance contracts. Eleven (11) states have
either enacted a framework making it c¢lear that a service contract is nor subject to
regulation as an insurance product in that state, or have informally opined as such.

! Lihestaturan Gudhan finds that service contracts can be a beneficial
consumer product and should be made readily available withouwr undue and

burdensame reguiation.
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Section 2. Service Contracts., A new Article 2 s hereby added to

Chapter 12, Division 2 of Title 22, Guam Coede Annotated, to read;
“ARTICLE 2
SERVICE CONTRACTS

§ 12201, Service Contracts Excepied.
& 12202, Definitions.

§ 12203, License Required.

§ 12204, Financial Responsibility.
§ 12205 Powers and Duties.

§ 12206.  Recordkeeping.

§ 12207, Filing of Annual Report,
§ 12208, Receipt and Disclosures.
§ 12209, Returns and Refunds.

§ 12214, Prohibited Acts.

$ 12211, Rules.

§ 12212 Enforcement,

Fitective Date.
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Severability.

§ 12201, Service Contraets Exeepted.  The marketing, sale,
offering for sale, issuance, making, proposing to make and adminisiration of
a service contract shall ror be construed 10 be the business of insurance, and
shall be exempt from regulation as insurance under this Division. Express ar
implied warranles shalf be exempt fromr the requirements under this Article.

§ 12202.  Definitions,

{a)  Adrenistrator means a person appointed or designated by a
provider who admunisters service contracts and service contract plans on

behalf of the provider and subject to the requiremients of this Chapter.

]
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{(by  Commissioner means  the  Insurance and  Buanking

2
Commissioner,

(¢)  Consumer means an mdividual who buys any angible personal
goads that is primartly for personal, family, or household use.

(d}y  Nowm-original manufacturer's parts means replacement parts not
made for or by the onginal manufacturer of the goods, commeonty referred to
as "after-market parts.”

(¢) Person means an individual, limited lability partnership,
partnership,  limited Hability company, corporation, incorporated  or
unincorporated association, joint stock company, reciprocal, syndieate, or
any similar entity or combination of enfities acting in concert.

(D) Reimbursement insurance policy means a policy of insurance
issued to a service contract provider by an suthorized insurer, Pursuant to
this insurance pohcey, the insurer agrees, for the benefit of the service
contraci holders, to discharge ali of the obligations and liabilites of the
service contract provider under the terms of the issued service contracts or in
the event of non-performance by the insured service contract provider. A
reitmbursement insurance policy insurer sha/l not terminate the policy unti! it
has issued a notice of termination required by the Commissioner under the
insurance laws, rules, or regulations of the government of Guam, The
termination of a reimbursement nsurance policy shall nor reduce the
insurer’s responsibility for service contracts issued by service contract
providers prior to the date or termination. A service contract provider shall
be considered the agent of the reimbursement insurance policy insurer for
purposes of determining dupes owed by the msurer to service contract
holders in accordance with the service contract, and this Article. Insurers are

deemed to have received the premiums for the insurance upon the payment
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of previder fees by consumers for service contracts issued by the insured
service contract provider. “All obligations and Habilities” include:

(1Y the fatlure or mability of the insured service contract
provider fo perform under the terms and conditions of the provider's
1ssued service contracts; and

{2y in the event of cancellation, the service contract
provider’s fatlure or mmability to return the unearned portion of the
paid service contract fee to the service contract holder.

()  Service contract for the purposes of this Article means a
contract or agreement for a separately stated consideration for a specific
duration to perform the repair, replacement or maintenance of goods or
indemnification for repair, replacement or mainienance, for the operational
or structural failure of any motor vehicle or other goods due 1o a defect in
materials, workmanship, aceidental damage from handling, or normal wear
and tear, with or without additional provisions for incidental payiment of
indemnity under limited circumstances, including, but not imited to, towing,
rental and emergency road service, and road hazard protection. Motor
vehicle manufacturer and original equipment manufacturer (OFEM)-backed
contracts shall be exempt from the requirements in this Article. Service
contracts may provide for repair, replacement, or maintenance of goods for
damage resulting from power surges or interruption. Service contracts also
include a contract or agreement sold for a separately stated consideration for
a specific duration that provides for any of the following:

(1Y the repair or replacement or indemnification for the
repair or replacement of a motor vehiele for the operational or

structural failure of one or more parts or systems of the motor vehicle
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brought about by the futlure of an additive product to perform as

represented;

(23 the repair or replacement of tires and/or wheels on a
motor vehicle damaged as a result of coming into contact with road
hazards, including, but ner limited to, potholes, rocks, wood debris,
metal parts, glass, plastic, curbs, or composite scraps;

(3)  the removal of dents, dings, or creases on a motor vehicfe
that can be repaired using the process of paint-less dent removal
without affecting the existing paint finish and without replacing
vehicle body panels, sanding, bonding or painting;

(4y  the repair of small motor vehicle windshield chips or
cracks, but which expressly excludes the replacement of the entire
windshield; or

(5y  the repair of damage to the interior components of &
motor vehicle caused by wear and tear, but which expressly excludes
the replacement of any part or component of a motor vehicle’s
terior,

(hy  Service Conrtract Provider means a person who is contractually
obligated to the service contract holder under the terms of the service
contract.

{1y Service Contract Holder or contract holder means a person
who is the purchaser or holder of a service contract,

{1y Service Conrracr Selfer means the person who sells the service
contract to the consumer.

(ky  Warrarny means o warranty made without consideration, solely
by the manufacturer, importer, or selier of poods or services, thal s nor

negotiated or separated from the sale of the product and 15 incidental to the

L
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sale of the product, that provides repair or replacement for defective parts,
mechanical or electrical breakdown, labor, or other remedial measures.

§ 12203, License Required.

It shatl be unlawful for any person o act as, or offer w act as, or hold
himsel! or herself out to be a service contract provider, nor may a service
contracl be sold to a consumer, unfess the service contract provider bas a
valid license as a service contract provider issued by the Commissioner, A
service contract provider sha/i make an application to the Commissioner
upon a lorm prescribed by the Commissioner, and shall pay o the
Commissioner a fee ay provided under this Anicle. A service contract
provider shalf update the application information and documents anoually
and furnish such updates to the Commissioner. The application shall include
or be accompanied by the followmg information and documents:

{a} all basic organizational documents of the service contract
provider, including any articles of incorporation, articles of association.
partnership agreement, trade name certificate, trust agreement, shareholder
agreement, bylaws, and other applicable documents, and all amendments to
those documents:

(b) the identitics of the service contract provider’s executive
ofticers directly responsible for the service contract provider’s service
contract business, and, i more than fifty percent (50%0) of the service
conlract provider’s gross revenue is derived from the sale of service
contracts, the identities of the service contract provider's directors and
stockholders having benelicial ownership of ten percent (10%) or more of
any class of securities;

{t) audited annuwal financial statements or other financial reports

acceptable to the Commuissioner for the two most recent years, which prove

6
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that the applicant 1s solvent, and any inlormation the Commissioner may
require in order to review the current tinancial condition of the applicant:

(dy an application fee of Two Hundred Pifty Dollars ($230.00),
which shall be deposited in the Better Pubhic Service Fund; and

{e)y any other pertinent information required by the Commussioner,

§ 12204.  Financial Responsibility,

{ay  Any service contract provider applying for a license shall be
solvent and shall meet the minimum reguirements under this Section. ff'the
financial responsibility requirement under this Section is to be maintained by
the service contract provider’s parent company, the parent company shall
puarantee the service contract provider’s obligations under service contracts
sold by the service contract provider licensed under this Article.

(by  The service contract provider shafl provide one of the
following:

(ty  provide both:

(A} maimain  a  funded  reserve  account for o all
obligations under service contracts issued and in force on
Guam. The reserves shall not be less than Torty percent (40%)
ol the pross consideration received from the sale of the service
contract, less claims paid, for all in force contracts. The reserve
account shafl be subject o examination by the Commissioner;
and

{3y  place in wust with the Conmunissioner, for all
service contracts issued and in force on Guam, a financial
security deposit having a value that 1s the larger of Forty
Thousand Dollars (540,000 or five percent {5%) of the gross

consideration received, less claims paid for the sale of the
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service contracts. The financial secunity deposit shall consist of

one of the following:

{1} a surety bond issued by an auwthonzed
surety;

(it} securities of the type eligible for deposit by
authorized insurers on Guam;

(iti} cash or time certificate of deposit issued by

a bank that is lwensed in Guam and 18 insured by the

Federal Deposit Insurance Corporation (1FDICY or by the

National Credit Union Administration (NCUAY

{ivy a letter of credit issued by a guabified
financial institution; or
{v)y apother form of security authorized by the

Commissioner by rule, subject 1o the approval of [

Lihestaturan Guahan.

Service contracts for those service contract providers that
provide the sccurity tn Subsections {A} and (B) of §
12204(by 1) shall contain a statement in substantially the same
format:

“The service contract provider's oblipations stated in
this servive contract are bucked by the full taith and credit of
the service contract provider.”

(2} insure the performance for all service contracts issued by
the service contract provider by a reimbursement insurance policy
issued by an insurer holding a vcertificate of auwthority from the
Commissioner, and who is in good standing with the Commissioner,

Service contracts insured by a renmbursenient insurance policy shalf:
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{A) conspicuously  state the name and cither the
address or contact information for the insurance company; and

(B) contain a statement 1 substantially the following
[ormat:

“The service contract provider's obligattons stated in
this service coptract are covered by a reimbursement insurance
policy. If your service contract provider fails o pay or provide
service on your claim, or a cancellation refund, or any other
covered obfigation under this service contract within sixiv (60))
days after that claim or request has been made by vene to thiy
service conlract praovider, vou may then divectly present vour
claim or request for service or pavment o your service confract
provider's insurance company,

§ 12205, Powers and Duties. The Commissioner sha/l:

(a} recerve applications for ceriitfication or hcense of service
contract providers;

{b}  cswblish the procedure for processing applications made under
this Article;

{cy  retain all applications and other records submitted to him or
her;

{d)  maintain 4 registry of the names and addresses of persons
licensed under this Article;

(e} establish and collect fees as required by this Article;

{1  approve/disapprove applications for fHcense;

tg)  establish, suspend, revoxe, or reprunand  service contracy
ficenses; and

(hy  perform the other duties necessary to implement this Article
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§ 12200.  Recordkeeping.

{a) The service contract provider or service contract provider’s
administrator shaf/ keep accurate accounts, books, and records of all
transuctions regulated under this Article.

{(b)  Accounts, books, and records maintained as required by this
Section shadf include the following:

{1} coptes of each type of service contract sold;
{2y the name and address of cach service contract holder, to
the extent that the name and address have been [urnished by the

service contract holder;

{3y a hst of the locations where the service contract
provider's service contracts are marketed, sold, or offered for sale;
and

(4)  recorded claims filed which, at a miimum, shall contain
the date and description of each claim under the service contract
provider's service contracts,

(¢} The service contract provider for euch service contract shalf
refain records required under this Section for ar feast one year alter coverage
under the contract has expired. A service contract provider discontinuing
business on Guam shall maintain records required under this Section until it
provides the Commissioner with satisfactory proof that the service contract
provider has discharged all contractual obligations to contract holders on
Ciuam.

(dy  The records required under this Section muy be, but are ner
required to be, mammtained on a compuier disk, computer drive or server or

other electronic recordkeeping technology. Jf records are mudntained in a

1O
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form other than hard copy, the records shall be in a form allowing
duplication as a legible hard copy at the request of the Commissioner,

(e) Upen request of the Commissioner, the service contract
provider s/afl make available to the Commissioner all accounts, books, and
records concerning service contracts sold by the service contract provider
reasonably necessary 1o enable the Comunissioner to determine compliance
or noncompliance with this Article.

§ 12207.  Filing of Annual Report.

()  bvery registered service contract provider must file an annual
report for the preceding calendar year with the Commissioner on or before
July 17 of each year, or within any extension of the time the Commissioner
for good cause may grant. The report must be in the form and contain those
matters as the Commisstoner prescribes, and shafl be verified by at least two
otficers of the service contract provider, or for service contract providers
with a single officer, the sole officer of service contract providers with a
single officer.

(by At the time of filing the report, the service contract provider
must pay a filing fee of Twenty Five Dollars ($25.00), which shafl be
deposited in the Better Public Service Fund.

(¢} As part of any investigation by the Commissioner, the
{Commissioner may reguire a service coniract provider to file monthly
financial reports whenever, in the Cominissioner’s discretion, there 15 a need
to more closely monitor the financial activities of the service contract
provider. If the Commissioner requires monthdy financial reports, the service
contract provider sha/l file monthly financial statements, which shall be filed
with the Commissioner no later than the twenty-1itth (25™) day of the month

following the month for which the financial report is being filed. These

L]
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monthly linancial reports are the internal Gnancial statements ol the service
contract provider. The monthly financial reports that are filed with the
Commissioner constitute information that might be damaging to the service
contract provider if made available to its competitors, and therefore shalf be
kept confidential by the Commissioner. This information may not be made
public or be subject to subpoena, other than by the Commissioner, and then
only for the purpoese of enforcement actions taken by the Commissioner,

§ 12208, Receipt and Disclosures,

(ay  Service contract providers sha/! provide purchasers of a service
contract with:

(1} areceipt or other written evidence of the purchase of the
service contract that shall be provided to the service contract holder;

{2y a copy ot the service contract that shafl be provided
within a reasonable period of time from the date of purchase; and

{3}  except for offers or sales of service contracts by
telephone, mail, or electronic means, a4 written copy of the basic terms
and conditions of the service contract to be made available to the
purchaser where the purchaser 1s physically present at the point of
sale.

(by  Service contracts shalf be written in clear. understandable
language, and shafl be printed or typed in a typeface and format that i1s easy
to read.

fcy Al service contracts shalf:

(1) state the name and address of the service contract

provider and the admunistrator of the service coniract, if different from

the service contract provider;
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{2)  identify the service contract seller and the service
contract holder, to the extent that the service contract holder has
furnished the service contract seller, administrator, or service contract
provider with that information;

{31 the terms of the sale, including the purchase price;

{43 the procedure the service contract holder must follow 1o
oblain service;

(5)  any deductible amount that applies;

{6y the specific merchandise and services to be provided, and
any limitations, exceptions, or exclusions;

(7Y where the service contract covers a4 motor vehicle.
whether the use of non-original manufacturer’s parts is allowed;

{8y any reswictions governing the transterability of the
service contract that apply:

(9)  the terms, restrictions, or conditions goverming the return
or cancellaton of the service contract by cither the service contract
provider or service contract holder prior to the service contract’s
termination or expiration date;

(1) the obligations and duties of the service contract holder,
such as the duty to protect aganst any further damage, or to follow the
owner' s manual mstructions; and

(11} aproviston for, or exclusion of consequential damages or
pre-existing conditions that applies.

The information under Subsections (1) and (2} shall not be required to
be preprinted on the service contract and may be added to the service

contract at the time of sale. The purchase price under Subsection (3} shalf

13
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nrot be required to be preprinted on the service contract and may be
negutiated with the service contract holder at the time of sale,

§ 12209, Returns and Refunds.

(a)  Service contracts shall state that the service contract holder may
return the contract within:
{1y thiny (30) days of the date that the service contract was
mailed 1o the service contract holder;
(21 twenty (20} days of the date the service contract was
delivered to the service contract holder, if the service contract was
delivered at the time of sale; or
(3y  alonger time period as spectfied in the service contract.
(by  Upon return of the service contract to the service contract
provider within the applicable time period, and it #o clanm has been made
under the service contract prior to its return to the service contract provider,
the service contract shall be void and the service contract provider shall
refund to, or credit the account of, the service contract holder with the full
purchase price of the service contract. A ten percent (10%) penalty per
month shall be added 1o a retund that 1s nof paid or credited within sixty {60)
days after the return of the service contract to the service contract provider.

(¢)  The rght to void a service contract under Subscetion (b shal/
not be transferred and shafl apply only 1o the original service contract
purchaser upon the terms and conditions provided in the contract and
consistent with this Article.

(d)  pon cancellation of a service contract by the service contract
provider, the service contract provider, ar least five (3) days prior 1o
cancellation, shad mail to the service contract helder at the service contract

holder’s last known address, a written prior notice of cancelation that states

14
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the effective date of the canceliation; provided, that prior notice under this
Subsection shall not be required 1t canceliation s for
(1Y ponpayment of the service contract provider’s fee for the
service provided under the service contracy;
(2} a material misrepresentation by the service contract

holder to the service contract provider; or

{3) 4 substantial breach of duties of the service contract
hoider under the service contract, relating 1o a covered product or its
use,

§ 12210,  Prohibited Acts.

{ay  No service contract provider shall use in s name, the word
“insurance,” “casualty,” "surety,” "mutual,” "guarantee,” or any other word
descriptive of the insurance, casualty, or surety business, or a name
deceptively similar to the name or description of any insurance or surety
corporation, or lo the name of any other service contract provider. This
Section shall! rot apply 1o a service contract provider using any language
prohibited by this Section in 11s name prior to July 1, 2013,

{b) A service contract provider or its representative shall nor i its
service contracts or Hierature make, permit, or cause to be made, any false or
misteading staiement, or deliberately omit any material statement that woutd
be considered misteading T omitted.

(¢} No person shall condition a loan or the sale ol any goods on
the purchase of a service contract,

§ 12211, Rules. The Commssioner meay adopt rules to implement
and administer this Article pursuant to the Administration Adiudication Act,

§ 12212, Enforcement.
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{ay  The Commissioner shu/l take any action necessary  or
appropriate to enforce this Article, and the rules adopted and orders issued
hereunder. The Commissioner sha// conduct investigations and examinations
ol service contract providers and administrators or other persons, upon
receipt of a consumer complamnt. /7 a service contract provider has violated
this Article, or rules or orders under this Article, the Commissioner shaf!
1ssue an order:

{1y requiring & person to cease and desist from violating this

Article or rules or orders under this Article;

{2)  prohibiting a person from selling or offering for sale
service contracts in violation of this Articie until full remedy s
afforded to comply with this Article.

(3 Imposing a civil penalty, at an amount »or 1o exceed
tifteen percent (15%) of the recourse afforded in §12204 of thig
Article lor the purpose of affording remedy to comply with the
provisions of this Article, on a person or any combination of the
foregoing, as applicahie.

§ 12213.  Effective Date.  This Act shall take effect upon s
enactiment and apply prospectively.

§ 12214, Scverability. I/ any provision of this Act or Hs
application to any person or circumstance 15 held invalid, the invahidity shaff
not affect other provisions or applications of this Act which can be given
effect without the invalid provisien or application and to this end the

provisions of this Act is severahle.”
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the warrahty group

October 22, 2013

Honorable Michael .03 San Nicolas

Charman, Conunittee on Aviation, Ground Transportation, Regulatory Concerns, and Future
Generations

Thirty-Second Guars Legislature

155 Hesler Place

Hugatna, Guam 96910

senatorsannicoias @ gmatl.com

Re:  Bill No 176-32 (COR) Service Contracty
Drear Chatrman San Nicolas:

Bill 176-32 authorizing Guam dealerships and consumer relatlers to offer service contracis to
their consumers, AWS supports enactment of the Bill into law.

Automotive Warranty Services, Inc, ("TAWS”) appreciutes of the ability to submit testimony on

Service contracts are an efficient way for consumers o protect what can be nwsjor purchases such
as an awtomobile, major appliances or small electronics. Conswmers spend u lot of time
researching these purchases, The service contract delivers the additional peace of mind that il a
repair, replacement, technical support or related emergency services arise from such a purchase,
there i< a quick and effective means for continued use and enjoyment of product.

Ay additional support Tor your legistation, we respectfully subiut for your consideration and
review, 4 White Paper which outlines the supports remaoving service confrict from insurance
treatment.

We understand prior legisiation (Senate Bill 64-23}1 was vetoed by the Governor i Jone of this
year. In direct response 1o the ohjection generating that veto, all reference to residential or real
property has been deleted from the definition of service contract 1 the current Jegisfation, The
definition of service contract 1s 1o fonger so expansive. The administration recognized the
importance of this legislstion and noted a desire 0 work (o create a version with adequute
consumer protections. We believe the current Bill achieves the common goal of protecting
consumers white elimmating unnecessary regulation.

With the removal of the obrectionable terms, we believe this Bill should be successiul.

AWS appreciates Senmtor Pangelinan’s efforts in introducing and promoting this legislation and
your Commitice’s efforts in promptly hearing it We would be happy to answer any questions or

provide additional information as may be required.

Very truly yours.

Llzabeth Kastugar
Senior Counsel

TS W JAUREON BLYD CHHECAGO 1] a0l tel B2 AR B fae B2 355 HEY



Senator

Rory 1. Respicio
CHAIRPERSON
Majority LEADER
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Senalor
Vicente (Ben) C. Pangelinan
Member

Speaker
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Senator
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Member

Vice-Speaker
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Member

Legisiative Secrefary
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Sepator
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Member
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Member
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MinoRITY LEADER

Senator
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Menmber

S Mipa trentar Dos na Likesiaturan Gudhan » Yhe 32nd Guam Legistature
155 Husler Place, Haglena, Guam 969 10 » rewsngramilegislapurecom
Eemail: raeyforguani(Dgmilcame o Tel (6714727679 & Fax: {67 11472-3547

Certification of
Waiver of

Fiscal Note Requirement

This is to certify that the Committee on Rules submitted to the Bureau
of Budget and Management Research (BBMR) a request for a fiscal note,
or applicable waiver, on BILL NO. 176-32 {COR) - “AN ACTTO ADD A
NEW ARTICLE 2 TO CHAPTER 12, DIVISION 2, TITLE 22 OF THE

GUAM CODE ANNOTATED, RELATIVE TO THE LICENSING OF
SERVICE CONTRACTS SOLD ON GUAM.” - on November 4, 2013,
COR hereby certifies that BBMR confirmed receipt of this request on
August 28, 2013 at 1145 A M.

COR further certifies that a response to this request was not received,
Therefore, pursuant to 2 GCA §9105, the requirement for a fiscal note,
or waiver thereof, on Bill 176-32 {COR) to be included in the
committee report on said bill, is hereby waived.

Certified by:

(g 1 Hegprino

Senator Rory |. Respicio Date I
Chairperson, Committee on Rules
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Speiker
Judith T Won Pat, Bd.DL
Member

Senator
Dennis G. Rodrigues, Ir.
Member

Vice-Specker
Benjamin LE Cruz
Member

Legislative Secretary
T Rose Muiia Barpss
Kember

Senater
Frank Blas Aguon, Ir.
Mewber

Senator
Michael BOQ. San Nicolas
Membor

Sepator

V. Anthony Ada
Member
Ravoriry Lianis

Senator
Ahine Yamashiia
Membwy

I Mina trentar Dos wa Lilteslaturan Gudhan o The 3nd Guam tLegislature
E4 155 Hesler Place, Haglefia, Guan 96210 « oz, ;;wm ¥
h? Lrvil: rovyfinsacimailcom » Te:
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Aupust 28, 2013

ViA E-MAIL
john.rios@bbpr guan.go

John A Rios
Director e
Burean of Budge! & Managemen! Research

P.O. Box 2950

Hagatiia, Guam 96910

RE: Request for Fiscal Notes— Bill Nos, 172-3244COR), 173-341 511

175-32(COR}, and 176-32(COR}

Hlaja Adind Mr. Rios:
Transmitted herewith is a listing of | Ming'tresttad Dos ma Lihesiainran Guithan's
most recenily introduced bills, Tursuant to 2 GCA §YI03, | respectiully request

the preparation of fiscal nutes for the referenced bills,

Si Yu'os maise’ for your stterdion to this maiter.

Very ‘Trul ¥ Yours,

//wa J- Wespic
Senator Rory J. Respicie
Chatrperson, Commitbee on Rules

Artachments (1}

Cor Clerk of the Legislature
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Serator

Rory I Respicio
CHAIRPERSON
Majomty LEADER

Senator

Thomas O Ada

Vi CHAIRPERSON
AssistaNt Maronrrry Leapeg

Senator
Vicente (Ben} C. Pangelman
Member

Speaker
Juadith T8 Won Pat, Ed D).
Member

Senator
Dennis G. Rodriguez, Ir.
Member

Vice-Speaker
Benjamin [LF Cruz
Member

Legislative Secretary
lina Rose Mufa Barnes
Member

Senator
Frank Blas Aguon, .
Member

Senaior
Michael FOQ. San Nicolas
Membaer

i

Servator

V. Anthony Ada
Member
Minoriry LEADER
Senator
Aline Yamashita
Member

COMMITTEE ON RULES

Adip Freatat Pos na Leliosfaiuran Gudlan » The

B2nd Guam Legisiaf

11, Cuan 909 10 w e

August 28, 2013

MEMORANDUM

To: Rennae Meno
Clerk of the Legislature

Attorney Therese M. Terlaje
Legislative Legal Counsel

From: Senator Rory J. Respicio -
Majority Leader & Rules Chair
Subject: Referral of Bill No. 176-32(COR)

As the Chairperson of the Committee on Rules, I am forwarding my referral of
Bill No. 176-32(COR).

Please ensure that the subject bill is referred, in my name, to the respective
committee, as shown on the attachment. 1 also request that the same be
forwarded to all members of [ Mina trental Deos na Likeslaturan Gudkhan.

Should you have any questions, please feel free to contact our office at 472-7679.

Si Yu'os Ma'ise!

Attachment
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POBIIT TATE
BiLL DATE DATE CMTE HEARING COMMITTEE
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GUAM CODE ANNOTATED, RELATIVE TO THE Transportation, 08/28/13

B introduced /History
2/28/2013 4:56 PM




k13 Gl - Fizst Public Notice - October 24, 2013 Public Hearirg

First Public Notice - October 24, 2013 Public Hearing

Senator Michael San Nicolas <senatorsannicolas@gmail.com> Thu, Oct 17, 2013 at 3:58 PM
To: Senator Michael San Nicolas <senatorsannicolas@gmail.com>

Bee: aperez@gpagwa.com, Duane George <dmgeorge@guampdn.com>, Ed Davs <edavis@k57.com>, Jon
Anderson <editor@mwguam.com>, Gerry Pardido <genv@mwguam.com®>, gmmsinc@@guam.net, Jason Salas
<jason@kuam.com>, John Dads <ichn@kuam.com>, Kelly Cho <kcn.kelly@gmail.com>, Korean News
<koreannews @guam.net>, KPRG <kprg@guam.net>, PDN Lifesiyle <life@guampdn.com=,
mabuhaynews@yahoo.com, Mindy Aguon <mindy@kuam.com>, Masako Watanabe <mwatanabe@guampdn.com,
KE&7 <news@k57.com>, Patti Arroyo <parroyo@k57.com>, radiopred@kuam.com, Ray Gibson
<rgibson@k57.com>, Sabrina Salas Matanane <sabrina@kuam.com>, Stewe Limiiaco <slimtiaco@guampdn.com>,
sports@mwuam.com, tcoffmangk 57 .com, derisosti@guam.gannett. com, weavert@@pstripes_ osd.mil, Pacific Daily
News <news@guampdn.com>, jtyguiengco@spbguam.com, Kevin Kerrigan <kevngspbguam.com>,
hill.bruce@abc.nel.au, Bruce Hill <pacificjoumalisti@gmail.com>, parmoyo@spbguam.com,
editor@satpantribune.com, Clyni Ridgell <clyni@spbguam.com>, mopherson kathryn@abe.net au,
cimiculka@guampdn.com, arcordeba@guampdn.com, communicalions@auam.gay, Troy Torres
<troy.formes@guam.gove, phnotice@uuamlegislalure.org, "alertal " <aleta jermaine@gmail.com>, Matlhew Baza
<baza.matthew@gmail. com>, Delisa Kloppenburg <delisakloppenburg@amail. com®>, Loualla Losinio
<louella@mvguam.com>, david@mwguam.com, John Paul Manuel <jpmanuei@@gmail.com>, josh@spbguam.com,
Speaker Judi Won Pat <speaker@judiwonpal.com>, Vice Speaker Benjamin Cruz <senadotbjcruz@@aol.com>,
Senator Tina Mufia Bames <senator@tinamunabames.com>, Senalor Rory Respicio <roryforguam@gmail com>,
“Dennis Rodriguez, Jr." <senatordrodriguez@gmail.com>, Senator Ben Pangelinan <senbenp@guam.net>, Senator
Tom Ada <office@senatorada.org>, Senator Aline Yamashita <alinedfamilies @gmail.com>, Senalor Tony Ada
=tony@tonyada.com>, Senalor Chris Duenas <duenasenator@gmail.com=>, Brant McCreadie
<prantforguam@gmail.com>, Senator Brant McCreadie <senatorbrantmccreadie@gmail.com>, "Senator Frank
Aguon, Jr." <aguondguam@gmail.com>, Senator Mike Limtiaco <mike@mikelimtiaco.com>, Senator Tommy
Morrison <tommy@senatormorrison.com’>, mayormcdonald@hotmail.com, agatmayorsofice@hotmail.com,
asanmainamayorsofice@yahoo.com, bmomayor@teleguam._nel, bmovmayor@teleguam.net, Jessy Gogue
<ocp.mayor@gmatl.com>, MELISSA SAVARES <melissa. savares@gmail.com>, peter_daligo@hotmail.com,
hagatnamayor@hotmail.com, Doris Lujan <mayordorisfloresivjan@gmail.com>, nblas_mangilaomayor@yahoo.com,
vicemayor_allan.ungacta@@yahoo.com, mayorernestc@yahoo.com, mim_mayors_office@yahoo.com,
pitimayor@yahoo.com, Robert Hofmann «guammayor@gmail.com>, rudyiriarte@gmail.com,
lalofofomayorggmail.com, "Mayor Louise C. Rivera" <mayorlcrivera tatuha@amail.com>, "Vice Mayor Ken €.
Santos” <vcemayorksanios. tatuha@gmail.com>, Umatac Mayor <umnatacmo@gmail.com™, kones.r@gmail.com,
arleenB1@gmail.com, kenjoeada@yahoo.com, anghet@hotmail.com, Ken Quintanilla <keng@kuam.com>,
raymond.gibson@guam.gov, Dale Alvarez <daleealvarez@gmail.com>, Responsible Guam
«<responsibleguam@gmail.com>, christopherchenay@gmail.com, floterlaje@gmail.com, Regine Biscoe Lee
<regineb.lee@gmail.com>, chuck.ada@guamairport.net, pelerroy @guamairport. net,
torilee.crisostomo@bsp.guam. gov, doagridir@yahoc.com, carl.dominguez@dpw.guam.gov,

eduardo.ordonez @clb.guam gov, cgarcia@investguam. com, edc. palacios@epa.guam.gov,
felixberto.dungca@grta.guam.gov, kpangelinan@visitguam.org, ndenight@wusitguam.org, jbrown@portguam.com,
monte. mafnas@dim.guam.gov, david.camacho@galc.guam.gov, Michael Duenas <mjduenas@@ghura.org>,
fcamacho@ghura.org, marlin.benawente@ghc.guam.gov, alfredo.antolin@dol.guam.goy,
joseph.cameron@hrra.guam.gov, cgogue@pbsguam.org, adonis. mendinla@dya.guam.gov,
jose.sanaguslin@doc.guam.gov, pedrodsonguerrero@cya.guam.goy, joey .sannicolas @gfd. guam.gov,

fred. bordallo@gpd.guam.gov, chief@gpd.guam.gov, jim.mcdonald@ghs.guam.goy, benito.sernino@disid.guam.gov,
james . gillan@dphss.guam.gov, leo. casil@dphss.guam.gov, joseph.verga@gmba.org, john.rins@bbmr.guam.gov,
benita. manglona@doa.guam.gov, anthony blaz@doa.guam.gov, John Camacho <jpcamacho@@revtax.gov.gu>, Marie
Benito <mmbenito@revtax.gov.gu>, benny. m pauino@us.army.mil, john unpingco@gvao.guam.gov,
jonfernandez@gdoe.net, mary.okada@quamcc. edu, raunderwood@uguam.uog.edu, jflores@gpagwa.com, AG Law
<law@guamag.org>, rey.vega@mail.dmhsa.guam.gov, henry.taitanc@guam.gov, Julian Janssen

hips:imeadl g oogle com/mailiu/ 1/7ui=268i k= Baba 1 308a28utews pidg =hili 176&q s=truedsearchequerylmsg = M icdfdibitaboelle
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<julian.c janssen@gmail.com=, Gerry Partido <gerrypartidc@gmail.com>, eddiecabn@yvahoo.com, Ray Tenocrio
<ray.lenorio@guam.gove, mstaijeron <mstajeron@invesiguam.com>, tsantos <tzsantos@inwestguam.com>,
manny.cruz@del.guam.goy, frank <frank@mwuam.com>, dkacki@guampdn.com, jpsablan@gquampdn.com, jean
<jeanf@guamlegislature. org>

Hafa adat all,

The ?{3?3?@1"1{; 5 'rsﬁ updated public notice for the hearing schaduled to be conductad on Thursday, Oolober 24,
2003, 200 pory In addition fo Bills 210-32 {COR) and Bill 21132 (COR, please be advised that Bl Mo, 178-42
{COR) wilt glso i}a heard. A copy of Bl 176-32 (COR) s atfached. If you have any questions or need adddional
idormation, please contact the Office of Senator Michael F O San Nigolas,

FIRST PUBLIC NOTICE

FOR IMMEDGIATE RELEASE
Octaber 17, 2013

in accordance with the Open Government Law, relative {0 notice for public meetings, please be advsed that the
Comimitiee on Asvation, Ground Transportation, Reguistory Concerns and Future Generations will be comducting o
pubihe heanng on fhurf;say Uctober 24, 2013, 2:00 p.n. at / Dbesiaturan Guahan's Public Hearing Room for
the following iterms

Bill No. 176-32 {COR), introduced by V.C. Pangelinan: AN ACT TO ADD A NEW ARTICLF 2 TO CHAPTER
12, DVISICN 2, TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO THE LICENSING OF SERVICE
CONTRACTS SOLD ON GUAM.

Bitl No. 210-32 {COR}, introduced by M.F. (. San Nicolas, V.C. Pangelinan, T.C. Ada, B.J.F. Cruz, and
B.T. McCreadie: AN ACT TO ADD A REW (yy) TO §1102, CHAPTER 1, AND AMEND §8 12104, 12108, AND
12107, OF CHAPTER 12, EACH OF TITLE 18, GUARM COUOE ANNOTATED, RELATIVE TO INFORMING THK
LENHOLDER AND INSURER WHEN A VEMICLE HAS BEEN TOWED AND PROVIDING FOR THE LIARBILITY
OF A TOWING COMPANY FOR DAMAGE SUSTAINED BY A VEHICLE WHILE IN TS CUSTODY.

Bl No. 211-32 (COR}, introduced by MF.Q. San Nicolas: AN ACT TO ADOPT THE BANKING AML
INEURANKCE  BCOARD PROPOSED BEGULATIONS UNDER THE GCGUAM SECURE AND  FAIR
ENFORCEMENT FOR MORTGAGE LICENSING ACT OF 2010

I written testynomes gare to be presented at the hearings, coples shoudd be defiversd prior in the hearing date
Testimonies shauld be addressed (o Jenator Michael F.O0 San Nicolas and will be accepted va hand detivery 10
our f’)fft,e ar ","nioux at me "\émﬁ Legistature Building at 155 Hesler Place, Hagatna, Guam 964910, or via emai!
to ¢ : ali.com, In compliance with the Amerncans with Disabililies Act, indidduals reguiring
special accomr ervices should cordact the Gffice of Senator Michae! .G San Nicolas at 472-84573

nadations or

Hegards,

meame ﬁ»é@s‘éa

3 attachments

Bill No., 210-32 (COR).pdf
s
126K

htips:Arnall google, comit i 1720i= 2&ik= 5dba 1396228 ewes pila = bill 1788¢q 52 iruedsenr chequenimsg = 14 1c4flbiaB:8e 23
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7 Bill No. 211-32 (COR).pdf
737K

4 Bill No. 176-32 (COR).pdf
~ 195K

hitps:#mail g oog le.cam/mail/u/ 1/?ui= 2&ik=94ba 1398a28vew=pl&q=bill 1768qs=truedsearch=querylmsg=141c4fdh99aBeBe 33
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Second Public Notice - October 24, 2013 Public Hearing

Senator Michas! 8an Nicolas <senalorsannicolas@gmail.com> Tue, Oct 22, 2013 at 8:08 AM
To: Senator Michael San Nicolas <senalorsannicolas@gmall.com:

Bee: aperez @gpagwa. com, Duane George <dmgeorge@guampdn.com>, Ed Davs <edavs@k57.com>, Jon
Anderson <editor@mwuam.com>, Gerry Parlido <gerry@rmguam.com>, gmmsinc@guam.net, Jason Salas
<jasongkuam.com=, John Davs <joehn@kuam.com>, Kelly Cho <kcn.kelly@gmail.cormn>, Korean News
<koreannews@guam.net>, KPRG <kprg@guam.net>, PDN Lifesiyle <life@guampdn.com>,

mabuhaynews @yahoo.com, Mindy Aguon <mindy@kuam.com>, Masako Watanabe <mwatanabe@guampdn.com>,
K57 <news@k57.com=>, Patti Arroyo <parroyo@k57.com>, radioprodi@kuam.com, Ray Gibson
<rgibson@k57.com>, Sabrina Salas Matanane <sabrina@kuam.com>, Steve Limtiaco <slimtiaco@guampdn.com>,
sports@@mwguam.com, tcoffman@k57.com, dersost@guam.gannett.com, weavert@pstripes.osd.mil, Pacific Daily
News <news@guampdn.com>, jtyquiengco@spbguam.com, Kavn Kemigan <kevn@spbguam.com>,

hilt. bruce@abe.net.au, Bruce Hill <pacificjoumalisi@gmail.com>, parroyo@spbguam.com,
editor@saipantribune.com, Ciynt Ridgell <clyni@spbguam.com>, mcpherson, kathryn@abc.net.au,
cimiculka@guampdn.com, arcordoba@guampdn.com, communications@guam.gov, Troy Torres

<troy.torres @quam.gove, phnotice@guamlegisiature.org, "jalertat .* <alerta jermaine@gmail.com>, Maithew Baza
<haza.matthew@gmail.com>, Delisa Kloppenburg <defisakloppenburg@gmail.com>, Louelta Losinio
<loueliza@mvguam.com>_ david@mvguam.com, John Paul Manuet <jpmanuel@gmail.com>, josh@spbguam.com,
Speaker Judt Won Pat <speaker@judiwenpat.com>, Vice Speaker Benjamin Cruz <senadotbjcruz@aol.com>,
Senator Tina Mufia Bames <senator@finamunabames.com>, Senator Rory Respicio <roryforguam@gmail.com>,
"Dennis Rodriguez, Jr." <senatordrodriguez @gmail.com>, Senator Ben Pangelinan <senbenp@guam.net>, Senator
Tom Ada <office@senatorada.org>, Senator Aline Yamashita <alinedfamilies@gmait.com>, Senator Tony Ada
<tony@tonyada.com>, Senator Chris Duenas <duenasenator@gmail.com>. Brant McCreadie
<brantforguam@gmatl. cormn>, Senator Brant McCreadie <senatorbrantmccreadie@gmail.com>, "Senator Frank
Aguon, Jr." <aguondguam@agmail.com>, Senator Mike Limtiaco <mike@mikelimiiaco.com>, Senator Tommy
Morrison <tommy@@senatormorrison.com>, mayormcdonatd@hotmail. com, agatmayorsoffice@hotmail.com,
asanmainamayorsofice@yahoo.com, bmomayor@teteguam.net, bmownayor@taleguam. net, Jessy Gogue
<ocp.mayor@gmail.com>, MELISSA SAVARES <melissa.savares@gmail.com>, peter_daigo@hotmail.com,
hagatnamayori@notmail.com, Doris Lujan <mayordonsfloresiuian@gmail.com>, nblas_mangilaomayor@yahoo.com,
vicemayor_allan.ungacta@yahoo.com, mayoremesic@yahoo.com, mtm_mayors_office@yahoo.com,
pitimayor@yahoo.com, Robert Hofmann <guammayor@gmail. com>, rudyinare@gmail.com,
talofofomayor@gmait.com, "Mayor Louise C. Rivera” <mayorncrivera tatuha@gmail.com>, "Vice Mayor Ken C.
Santos™ <vicemayorksantos. tatuha@gmail.com>, Umatac Mayor <umatacmo@gmail.com>, kones. r@gmait.com,
arleenfii@gmail.com, kenjoeadagfdyahoo.com, anghet@hotmail.com, Ken Quintanilfa <keng@kuam.com>,
raymond.gibson@guam.gov, Dale Alvarez <dalesalvarez@gmail.com>, Responsible Guam
<responsibleguam@gmail.com>, fiotertaje@gmail. com, Regine Biscoe Lee <regingh.lee@gmail.com>,
chuck.ada@guamairport. net, peterroy@guamairport.net, lorilee. crisostomo@bsp.guam.qgov, doagridir@@yahoo.com,
carl.dominguez@dpw.guam.gov, eduardo. ordonez@cib.gquam.gov, cgarcia@investguam.com,
eric.palacios@epa.guam.gov, felixberte.dungeca@agrta.guam.gov, kpangelinanidivsitquam.org.
ndenight@wysitguam.org, jbrown@poriguam.com, monte.mamas@dim.guam.gov, davd.camachof@galc.guam.gov,
Michael Duenas <mjduenas@ghura.org>, fcamacho@ghura.org, martin.benavente@ghc.guarm.gov,

alfredo. antolin@dot. guam.gov. joseph.cameroni@@hrra.guam.gov. cgogue@pbsguarm.org,

adonis.mendiolai@dya. guam.gov, jose.sanagustingddoc. guam.gov, padro.leonguerreroi@cga. guam. gov,
joey.sannicolas@gfd.guam.gov, fred.bordallo@gpd.guam.gov, chief@agpd.guam.govy, jim.mcdonald@ghs.guam.gov,
benito.serino@disid.guam.gov, james. gillan@dphss.guam.gov, leo.casi@dphss.guam.gov, joseph.verga@gmba.ory,
john.rios@bbmr.guam.gov, benita. manglona@doa.guam.gov, anthony blaz@doa.guam.gov, John Camacho
<jpcamacho@revax.gov.gu», Marie Benite smmbenito@revtax. gov.gu>, benny.m. paulino@@us.army.mil,
john.unpingco@gyvao. guam.gay, jonfernandezi@gdoe.net, mary ckada@guamcc. edu, raundernwood@uguam.uog.edu,
flores@gpagwa.com, AG Law <law@guamag.org>, rey. vega@mail.dmhsa.guam.goy, henry.taitano@guam.gov,
Juliar Janssen <julian.c.janssen@gmail.com>. Gerry Partido <genyparido@gmail_com>, eddiecalw@yahoo.com,
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1IR3 Gmail - Secorsd Fublic Notice - October 24, 2013 Pubfic Hearlag
Ray Tenorio <ray ienorioghguam.gov>, mstaijeron <mstaijeron@invesiguam.coms, tsantos
<tsantos@investguam.com>, manny.cruz@dol. guam.goy, frank <frank@mwguam.com>, dkacki@guampdn.com,
ipsablan@@guampdn.com, TNelta Mor <tmeon2222@gmail.com>

SECOND PUBLIC NOTICE

FOR IMMEDIATE RELEASE
October 22,2013

I aecordance with the Open Governnent Law, relative to notice tor public meetings. please be advised that the Commitres
ot Aviation, Ground Transportation, Regulztory Concems and Future Generations will be conducting a public hearing
on Thursday, Octeber 24, 2013, 2:00 pan at [ Liheslaturan Guakan s Public Hearing Room for the fbllowing items:

Bill No. 176-32 (COR), introduced by V.O, Pangelinan: AN ACT TO ADD A NEW ARTICLE 2 TO CHAPTER 12,
DIVISION 2 TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO THE LICENSING OF SERVICE CONTRACTS
SOLDON GUAM.

Bill Neo, 210-32 (COR), introdoced by MLF.Q. San Nicolas, V.C, Pangelinan, T.C, Ada, B.JF. Cruz, and B.T.
MeCreadie: AN ACT TOADD A NEW (v TO § 1102, CHAPTER L AND AMEND §§ 12104, 12106, AND 121467, OF
CHAPTER 12, FACHQF TITLE 16, GUAM CODE ANNOTATED, RELATIVE TO INFORMING THE LIENHOLDER AND
INSLIRER WHEN A VEHICLE HAS BEEN TOWED AND PROVIDING FOR THELIABILITY OF A TOWINGCOMPANY
FOR DAMAGE SUSTAINED BY A VEHICLE WHILE IN TS CUSTODY,

Bili No. 211-32 ¢COR), introduced by MF.(3. San Nicelas: AN AUT TO ADOPT THE BANKING AND INSURANCE
BOARD PROPOSED REGULATHONS UNDER THE GUAM SECURE AND FAIR ENFORCEMENT FOR MORTGAGE
LICENSING ACT OF 2010,

Hiwritten testimonies are to be presented at the heanng, copies should be debvered prior to the hearng date. Testmonies
should be addressed to Senator Michael F.OQ. San Nicolas and wili be accepted via hand debivery to our office; our m:é;}bm
at the Main Legislature Building at 155 Hesler Place, Hagatna, Guam 96 0: orviz email {o zenmionamnes g g
- In comphance with the Amgncuns with Disubibties Act, individualks reguiring specl dc,m;zszmdmiunfs OF STTV
contact the Office of Senator Michael F.OQ) San Nicolas at 472-6453

5 should

FH

3 attachments

«y Bill No. 176-32 (COR).pdf
195K

4 Bill No. 210-32 (COR).pdf
126K

1y Bill No. 211-32 (COR}. pdf
— 737K
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Senator Michael F.QQ. San Nicolas

Chairman - Committee on Aviation, Ground Treanspertation,
Regulatory Concerns and Future Generations
Pt frental Dos Ne Likestaturan Gradhan | 3200 Guam Legislature

PUBLIC HEARING

October 24, 2013
2:00 p.m.
Public Hearing Room
I Lihestaturan Gudhan

AGENDA

Call to Order
Opening Remarks/Announcements

Iems for Public Consideration

Bill No. 176-32 (COR), introduced by V.C. Pangelinan: AN ACT TO ADD A NEW ARTICLE 2 TO
CHAPTER 12, DIVISION 2, TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO THE
LICENSING OF SERVICE CONTRACTS SOLD ON GUAM.

Bili No. 210-32 (COR}, introduced by M.F.Q). San Nicolas, V.(C. Pangelinan, T.C. Ada, B.LF.
Croz, and B.T. McCreadie: AN ACT TO ADD A NEW (yy) TO 1102, CHAPTER 1, AND
AMENIY 83 12104, 12106, AND 12107, OF CHAPTER 12, EACH OF TITLE |6, GUAM CODE
ANNOTATED, RELATIVE TO INFORMING THE LIENHOLDER AN} INSURER WHEN A
VEHICLE HAS BEEN TOWED AND PROVIDING FOR THE LIABILITY OF A TOWING
COMPANY FOR DAMAGE SUSTAINED BY A VEHICLE WHILE IN FI'S CUSTOLY.

Bill Na. Z11-32 {CORY), introduced by M.EF.Q. San Nicolas: AN ACT TGO ADOPT THE BANKING
AND INSURANCE BOARD PROPOSED REGULATIONS UNDER THE GUAM SECURE AND
FAIR ENFORCEMENT FOR MORTGAGE LICENSING ACT OF 2010,

Closing Remarks

Adjournment

155 Hesler Place Suite 203, Hagdths, Guam 96910
(A71Y 472 - 6453 | senatorsannicelas@gmail.com | www senatorsannicolas.com
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Senator

Rory J. Respicio
CHAIRPERSON
MAJORITY LEADER

Senator

Thomas C. Ada

VICE CHAIRPERSON
ASSISTANT MAJORITY LEADER

Senator
Vicente (Ben) C. Pangelinan
Member

Speaker
Judith T.P. Won Pat, Ed.D.
Member

Senator
Dennis G. Rodriguez, Jr.
Member

Vice-Speaker
Benjamin J.F. Cruz
Member

Legislative Secretary
Tina Rose Mufia Barnes
Member

Senator
Frank Blas Aguon, Jr.
Member

Senator
Michael EQ. San Nicolas
Member

Senator

V. Anthony Ada
Member
MINORITY LEADER

Senator
Aline Yamashita
Member

August 28, 2013

MEMORANDUM

To: Rennae Meno
Clerk of the Legislature

Attorney Therese M. Terlaje
Legislative Legal Counsel

From: Senator Rory J. Respicio/L/L/y
Majority Leader & Rules Chair
Subject: Referral of Bill No. 176-32(COR)

As the Chairperson of the Committee on Rules, I am forwarding my referral of
Bill No. 176-32(COR).

Please ensure that the subject bill is referred, in my name, to the respective
committee, as shown on the attachment. I also request that the same be

forwarded to all members of I Mina’trentai Dos na Liheslaturan Gudhan.

Should you have any questions, please feel free to contact our office at 472-7679.
Si Yu'os Ma'dse!

Attachment
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Senator

Rory . Respicio
CHAIRPERSON
Majorrry Leapsr

Senator

Thomas C. Ada

VICE CHAIRPERSON
ASSISTANT MAJORITY LEADER

Senator
Vicente {Ben) C. Pangelinan
Member

Speaker

Judith T.P. Won Pat, E4.D.
Member

Senator
Dennis G, Rodriguez, jr.
Member

Vice-Speaker
Bergamin LE Cruz
Member

Legislative Secretary
Tina Rose Mufia Barmes
Member

Senator
Frank Blas Aguon, Jr.
Member

Senator
Michael FQ. San Nicolas
Member

Senator

V. Anthony Ada
Member
Minorrry LEADER

Senator
Aline Yamashita
Member

August 28, 2013

VIA E-MAIL
john.rios@bbmr.cuam.gov

John A. Rios

Director

Bureau of Budget & Management Research
P.O. Box 2950

Hagatiia, Guam 96910

RE: Reguest for Fiscal Notes— Bill Nos. 172-32(COR), 173-32(LS),174-32(L5S),
175-32(COR}, and 176-32(CQOR)

Hafa Adai Mr. Rios:
Transmitted herewith is a histing of | Mina'trentai Dos na Lihestaturan Guihan's
most recently introduced bills. Pursuant to 2 GCA §9103, I respectfully request

the preparation of fiscal notes for the referenced bills.

Si Yu'os ma'dse’ for your attention to this matter.

Very Truly Yours,

] i

Senator Rory J. Respicio
Chairperson, Conmmittee on Rules

Attachments (1)

Cc: Clerk of the Legislature



Bill Nos.

Sponsor

T

Title

172-32
(COR)

Brant T, McCreadie,
Aline A. Yamasghita,
Ph.D,, T. C. Ada,
Tommy Morrison, V.
Anthony Ada,Dennis

G. RodriguesJr, T. R,

Mufia Barnes, R.].
Respicio, Chris M.
Duefias

AN ACT TO CREATE A NEW ARTICLE 6 & 7 TO CHAPTER 90 TITLE &,
GUAM CODE ANNOTATED, RELATIVE TO THE CONSTRUCTION AND
RENOVATION OF THE DEPARTMENT OF CORRECTIONS ADULT
CORRECTIONAL FACILITY TO ENSURE THE SAFETY OF THE PEOPLE OF
GUAM; WHICH SHALL COLLECTIVELY BE CITED AS "THE DEPARTMENT
OF CORRECTIONS CONSTRUCTION INITIATIVE ACTOF 2013,

173-32
(LS)

T. R. Muiia Barnes,

AN ACT TO AMEND SECTION 2 1{G) OF PUBLIC LAW 32-053 RELATIVE
TO FLOOD MITIGATION PROJECTS OF THE DEPARTMENT OF PUBLIC
WORKS.

174-32
(LS)

Vicente (ben) C.
Pangelinan, R.].
Respicig, Michael F.
(3. SanNicolas,judith
T. Won Pat, Ed.D,, T.
R. Mufia Barnes, B
I.F. Cruz, T. C. Ada,
Frank B. Aguon,]r.

AN ACT MAKING APPROPRIATIONS FOR MEDICAL AND DENTAL
INSURANCE PREMIUMS FOR EMPLOYEES OF THE EXECUTIVE AND
LEGISLATIVE BRANCHES AND FOR RETIREES OF THE GOVERNMENT OF
GUAM FOR FISCAL YEAR ENDING SEPTEMBER 30, 2014.

175-32
(COR)

Michael F.Q. San
Nicolas, Frank B,
Aguon,r., BLF
Cruz, Tommy
Morrison

AN ACT TO ALLOW NON-COMMISSIONED OFFICERS TO HAVE THEIR
SERVICE RECOGNIZED FOR MANAGEMENT POSITIONS OF THE
GOVERNMENT OF GUAM, BY ADDING A NEW §4129 TO ARTICLE 1,
CHAPTER 4, TITLE 4, GUAM CODE ANNOTATED.

176-32
(COR)

Vicente (ben) C.
Pangelinan

AN ACT TO ADD A NEW ARTICLE 2 TO CHAPTER 12, DIVISION 2, TITLE
22 OF THE GUAM CODE ANNOTATED, RELATIVE TO THE LICENSING OF
SERVICE CONTRACTS SOLD ON GUAM.
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I MINA'TRENTAI DOS NA LIHESLATURAN GUAHAN
2013 (FIRST) Regular Session

BillNo, [Tk 32 (cor)

Introduced by: V. C. Pangeli \
AN ACT TO ADD A NEW ARTICLE 2 TO CHAPTER 12, =
DIVISION 2, TITLE 22 OF THE GUAM CODE o
ANNOTATED, RELATIVE TO THE LICENSING OF
SERVICE CONTRACTS SOLD ON GUAM.

BE IT ENACTED BY THE PEOPLE OF GUAM:

Section 1. Legislative Statement and Intent. [ Liheslaturan Gudhan
finds that under current Guam law, the definition of insurance as interpreted by the
Insurance Commissioner classifies service contracts, also known as extended
warranties, as an insurance product. However, service contracts are being sold on
Guam and are not being regulated by the Department of Revenue and Taxation
(DRT) regardless of the fact that the DRT has opined that they are insurance
products under Guam’s definition of insurance.

Thirty-six (36) states have enacted legislation, which expressly provides that
service contracts do not constitute insurance, or that they are not subject to the
state’s insurance laws. Three (3) state departments of insurance have informally
opined that service contracts are nor insurance contracts. Eleven (11) states have
either enacted a framework making it clear that a service contract is not subject to
regulation as an insurance product in that state, or have informally opined as such.

I Liheslaturan Guahan finds that service contracts can be a beneficial
consumer product and should be made readily available without undue and

burdensome regulation.



Section 2. Service Contracts. A new Article 2 is hereby added to
Chapter 12, Division 2 of Title 22, Guam Code Annotated, to read:

§ 12201.
§ 12202.
§ 12203.
§ 12204.
§ 12205.
§ 12206.
§ 12207.
§ 12208,
§ 12209.
§ 12210.
§ 12211.
§ 12212.
§ 12213.
§ 12214.
§ 12201.

“ARTICLE 2

SERVICE CONTRACTS
Service Contracts Excepted.
Definitions.
License Required.
Financial Responsibility.
Powers and Duties.
Recordkeeping.
Filing of Annual Report.
Receipt and Disclosures.
Returns and Refunds.
Prohibited Acts.
Rules.
Enforcement.
Effective Date.
Severability.

Service Contracts Excepted. The marketing, sale,

offering for sale, issuance, making, proposing to make and administration of

a service contract shall not be construed to be the business of insurance, and

shall be exempt from regulation as insurance under this Division. Express or

implied warranties sha/l be exempt from the requirements under this Article.

§ 12202.

Definitions.

(a)  Administrator means a person appointed or designated by a

provider who administers service contracts and service contract plans on

behalf of the provider and subject to the requirements of this Chapter.
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(b  Commissioner  means the Insurance and  Banking
Commissioner.

(¢) Consumer means an individual who buys any tangible personal
goods that is primarily for personal, family, or household use.

(d)  Nown-original manufacturer’s parts means replacement parts not
made for or by the original manufacturer of the goods, commonly referred to
as “after-market parts.”

(e) Person means an individual, limited liability partnership,
partnership, limited liability company, corporation, incorporated or
unincorporated association, joint stock company, reciprocal, syndicate, or
any similar entity or combination of entities acting in concert.

()  Reimbursement insurance policy means a policy of isurance
issued to a service contract provider by an authorized insurer. Pursuant to
this insurance policy, the insurer agrees, for the benefit of the service
contract holders, to discharge all of the obligations and habilities of the
service contract provider under the terms of the issued service contracts or in
the event of non-performance by the insured service contract provider. A
reimbursement insurance policy insurer shall not terminate the policy until it
has issued a notice of termination required by the Commissioner under the
insurance laws, rules, or regulations of the government of Guam. The
termination of a reimbursement insurance policy shall not reduce the
insurer’s responsibility for service contracts issued by service contract
providers prior to the date or termination. A service contract provider shall
be considered the agent of the reimbursement insurance policy insurer for
purposes of determining duties owed by the insurer to service contract
holders in accordance with the service contract, and this Article. Insurers are

deemed to have received the premiums for the insurance upon the payment
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of provider fees by consumers for service contracts issued by the insured
service contract provider. “All obligations and liabilities” include:

(1) the failure or inability of the insured service contract
provider to perform under the terms and conditions of the provider’s
1ssued service contracts; and

(2) in the event of cancellation, the service contract
provider’s failure or inability to return the unearned portion of the
paid service contract fee to the service contract holder.

(g) Service contract for the purposes of this Article means a
contract or agreement for a separately stated consideration for a specific
duration to perform the repair, replacement or maintenance of goods or
indemnification for repair, replacement or maintenance, for the operational
or structural failure of any motor vehicle or other goods due to a defect in
materials, workmanship, accidental damage from handling, or normal wear
and tear, with or without additional provisions for incidental payment of
indemnity under limited circumstances, including, but not limited to, towing,
rental and emergency road service, and road hazard protection. Motor
vehicle manufacturer and original equipment manufacturer (OEM)-backed
contracts shall be exempt from the requirements in this Article. Service
contracts may provide for repair, replacement, or maintenance of goods for
damage resulting from power surges or interruption. Service contracts also
include a contract or agreement sold for a separately stated consideration for
a specific duration that provides for any of the following:

(1) the repair or replacement or indemnification for the
repair or replacement of a motor vehicle for the operational or

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

represented;

(2) the repair or replacement of tires and/or wheels on a
motor vehicle damaged as a result of coming into contact with road
hazards, including, but xnot limited to, potholes, rocks, wood debris,
metal parts, glass, plastic, curbs, or composite scraps;

(3) the removal of dents, dings, or creases on a motor vehicle
that can be repaired using the process of paint-less dent removal
without affecting the existing paint finish and without replacing
vehicle body panels, sanding, bonding or painting;

(4) the repair of small motor vehicle windshield chips or
cracks, but which expressly excludes the replacement of the entire
windshield; or

(5) the repair of damage to the interior components of a
motor vehicle caused by wear and tear, but which expressly excludes
the replacement of any part or component of a motor vehicle’s
interior.

(h)  Service Contract Provider means a person who is contractually
obligated to the service contract holder under the terms of the service
contract.

(i)  Service Contract Holder or contract holder means a person
who is the purchaser or holder of a service contract.

(jy  Service Contract Seller means the person who sells the service
contract to the consumer.

(k)  Warranty means a warranty made without consideration, solely
by the manufacturer, importer, or seller of goods or services, that is not

negotiated or separated from the sale of the product and is incidental to the
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sale of the product, that provides repair or replacement for defective parts,
mechanical or electrical breakdown, labor, or other remedial measures.

§ 12203.  License Required.

It shall be unlawful for any person to act as, or offer to act as, or hold
himself or herself out to be a service contract provider, nor may a service
contract be sold to a consumer, wnless the service contract provider has a
valid license as a service contract provider issued by the Commissioner. A
service contract provider shal/ make an application to the Commissioner
upon a form prescribed by the Commissioner, and shall pay to the
Commissioner a fee as provided under this Article. A service contract
provider shal/ update the application information and documents annually
and furnish such updates to the Commissioner. The application shall include
or be accompanied by the following information and documents:

(a) all basic organizational documents of the service contract
provider, including any articles of incorporation, articles of association,
partnership agreement, trade name certificate, trust agreement, shareholder
agreement, bylaws, and other applicable documents, and all amendments to
those documents;

(b) the identities of the service contract provider’s executive
officers directly responsible for the service contract provider’s service
contract business, and, if more than fifty percent (50%) of the service
contract provider’s gross revenue is derived from the sale of service
contracts, the identities of the service contract provider’s directors and
stockholders having beneficial ownership of ten percent (10%) or more of
any class of securities;

(c) audited annual financial statements or other financial reports

acceptable to the Commissioner for the two most recent years, which prove
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that the applicant is solvent, and any information the Commissioner may
require in order to review the current financial condition of the applicant,

(d} an application fee of Two Hundred Fifty Dollars ($250.00),
which shall be deposited in the Better Public Service Fund; and

(e) any other pertinent information required by the Commissioner.

§ 12204.  Financial Responsibility.

(2}  Any service contract provider applying for a license shall be
solvent and shall meet the minimum requirements under this Section. /f the
financial responsibility requirement under this Section is to be maintained by
the service contract provider’s parent company, the parent company shall
guarantee the service contract provider’s obligations under service contracts
sold by the service contract provider licensed under this Article.

(b)  The service contract provider shall provide one of the
following:

(1) provide both:

(A) maintain a funded reserve account for all
obligations under service contracts issued and in force on
Guam. The reserves shall not be less than forty percent (40%)
of the gross consideration received from the sale of the service
contract, less claims paid, for all in force contracts. The reserve
account shall be subject to examination by the Commissioner:
and

(B) place in trust with the Commissioner, for all
service contracts issued and in force on Guam, a financial
security deposit having a value that is the larger of Forty
Thousand Dollars ($40,000 or five percent (5%) of the gross

consideration received, less claims paid for the sale of the
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service contracts. The financial security deposit shall consist of

one of the following:

(i) a surety bond issued by an authorized
surety;

(ii)  securities of the type eligible for deposit by
authorized insurers on Guam;

(iit) cash or time certificate of deposit issued by

a bank that is licensed in Guam and is insured by the

Federal Deposit Insurance Corporation (FDIC) or by the

National Credit Union Administration (NCUAY;

(iv) a letter of credit issued by a qualified
financial institution; or
(v) another form of security authorized by the

Commissioner by rule, subject to the approval of [

Liheslaturan Guahan.

Service contracts for those service contract providers that
provide the security in Subsections (A) and (B) of §
12204(b)(1) shall contain a statement in substantially the same
format:

“The service contract provider’s obligations stated in
this service contract are backed by the full faith and credit of
the service contract provider.”

(2) insure the performance for all service contracts issued by
the service contract provider by a reimbursement insurance policy
issued by an insurer holding a certificate of authority from the
Commissioner, and who is in good standing with the Commissioner.

Service contracts insured by a reimbursement insurance policy shall:
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(A) conspicuously state the name and either the
address or contact information for the insurance company; and

(B) contain a statement in substantially the following
format:

“The service contract provider’s obligations stated in
this service contract are covered by a reimbursement insurance
policy. If your service contract provider fails to pay or provide
service on your claim, or a cancellation refund, or any other
covered obligation under this service contract within sixty (60)
days after that claim or request has been made by you to this
service contract provider, you may then directly present your
claim or request for service or payment to your service contract
provider’s insurance company.”

§ 12205.  Powers and Duties. The Commissioner shall:

(a) receive applications for certification or license of service
contract providers;

(b)  establish the procedure for processing applications made under
this Article;

(c) retain all applications and other records submitted to him or
her;

(d) maintain a registry of the names and addresses of persons
licensed under this Article;

(e)  establish and collect fees as required by this Article;

(f)  approve/disapprove applications for license;

(g) establish, suspend, revoke, or reprimand service contract
licenses; and

(h)  perform the other duties necessary to implement this Article.



S O e =1 O th R L R —

| R T T e ST G ) SO GG
o N o R v e =, e ¥ L e TP O

§ 12206.  Recordkeeping.

(a) The service contract provider or service contract provider’s

administrator sha/l keep accurate accounts, books, and records of all

transactions regulated under this Article.

(b)  Accounts, books, and records maintained as required by this

Section shall include the following;:

(1) copies of each type of service contract sold;

(2) the name and address of each service contract holder, to
the extent that the name and address have been furnished by the
service contract holder;

(3) a list of the locations where the service contract
provider’s service contracts are marketed, sold, or offered for sale;
and

(4) recorded claims filed which, at a minimum, shal/ contain
the date and description of each claim under the service contract
provider’s service contracts.

(¢} The service contract provider for each service contract shall

retain records required under this Section for at least one year after coverage
under the contract has expired. A service contract provider discontinuing
business on Guam sha/l maintain records required under this Section until it
provides the Commissioner with satisfactory proof that the service contract
provider has discharged all contractual obligations to contract holders on

Guam.

(d) The records required under this Section may be, but are not

required to be, maintained on a computer disk, computer drive or server or

other electronic recordkeeping technology. If records are maintained in a

10
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form other than hard copy, the records shall be in a form allowing
duplication as a legible hard copy at the request of the Commissioner.

(e} Upon request of the Commissioner, the service contract
provider shall make available to the Commissioner all accounts, books, and
records concerning service contracts sold by the service contract provider
reasonably necessary to enable the Commissioner to determine compliance
or noncompliance with this Article.

§ 12207.  Filing of Annual Report.

(a)  Every registered service contract provider must file an annual
report for the preceding calendar year with the Commissioner on or before
July 1" of each year, or within any extension of the time the Commissioner
for good cause may grant. The report must be in the form and contain those
matters as the Commissioner prescribes, and shall be verified by at least two
officers of the service contract provider, or for service contract providers
with a single officer, the sole officer of service contract providers with a
single officer.

(b) At the time of filing the report, the service contract provider
must pay a filing fee of Twenty Five Dollars ($25.00), which shall be
deposited in the Better Public Service Fund.

(c) As part of any investigation by the Commissioner, the
Commissioner may require a service contract provider to file monthly
financial reports whenever, in the Commissioner’s discretion, there is a need
to more closely monitor the financial activities of the service contract
provider. If the Commissioner requires monthly financial reports, the service
contract provider shall file monthly financial statements, which shall be filed
with the Commissioner no later than the twenty-fifth (25™) day of the month

following the month for which the financial report is being filed. These

11
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monthly financial reports are the internal financial statements of the service
contract provider. The monthly financial reports that are filed with the
Commissioner constitute information that might be damaging to the service
contract provider if made available to its competitors, and therefore shall be
kept confidential by the Commissioner. This information may not be made
public or be subject to subpoena, other than by the Commissioner, and then
only for the purpose of enforcement actions taken by the Commissioner.

§ 12208.  Receipt and Disclosures.

(a)  Service contract providers shafl provide purchasers of a service
contract with:

(1)  areceipt or other written evidence of the purchase of the
service contract that shall be provided to the service contract holder;

(2) a copy of the service contract that shall be provided
within a reasonable period of time from the date of purchase; and

(3) except for offers or sales of service contracts by
telephone, mail, or electronic means, a written copy of the basic terms
and conditions of the service contract to be made available to the
purchaser where the purchaser is physically present at the point of
sale.

(b}  Service contracts shall be written in clear, understandable
language, and shall be printed or typed in a typeface and format that is easy
to read.

(¢) Al service contracts shall:

(1) state the name and address of the service contract
provider and the administrator of the service contract, if different from

the service contract provider;
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(2) identify the service contract seller and the service
contract holder, to the extent that the service contract holder has
furnished the service contract seller, administrator, or service contract
provider with that information;

(3) the terms of the sale, including the purchase price;

(4) the procedure the service contract holder must follow to
obtain service;

(5) any deductible amount that applies;

(6)  the specific merchandise and services to be provided, and
any limitations, exceptions, or exclusions;

(7  where the service contract covers a motor vehicle,
whether the use of non-original manufacturer’s parts is allowed;

(8) any restrictions governing the transferability of the
service contract that apply;

(9) the terms, restrictions, or conditions governing the return
or cancellation of the service contract by either the service contract
provider or service contract holder prior to the service contract’s
termination or expiration date;

(10) the obligations and duties of the service contract holder,
such as the duty to protect against any further damage, or to follow the
owner’s manual instructions; and

(1) aprovision for, or exclusion of consequential damages or
pre-existing conditions that applies.

The information under Subsections (1) and (2} shall not be required to

be preprinted on the service contract and may be added to the service

contract at the time of sale. The purchase price under Subsection (3) shall

13
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not be required to be preprinted on the service contract and may be
negotiated with the service contract holder at the time of sale.

§ 12209.  Returns and Refunds.

{a)  Service contracts shall state that the service contract holder may
return the contract within:
(1) thirty (30) days of the date that the service contract was
mailed to the service contract holder;
{2y twenty (20} days of the date the service contract was
delivered to the service contract holder, if the service contract was
delivered at the time of sale; or
(3) alongertime period as specified in the service contract.
{b) Upon return of the service contract to the service confract
provider within the applicable time period, and if no claim has been made
under the service contract prior to its return to the service contract provider,
the service contract shall be void and the service contract provider shall
refund to, or credit the account of, the service contract holder with the full
purchase price of the service contract. A ten percent (10%) penalty per
month shall be added to a refund that is not paid or credited within sixty (60)
days after the return of the service contract to the service contract provider.

(¢} The right to void a service contract under Subsection (b) shall
not be transferred and shall apply only to the original service contract
purchaser upon the terms and conditions provided in the contract and
consistent with thig Article.

(dy Upon cancellation of a service contract by the service contract
provider, the service contract provider, ar feast five (5) days prior to
cancellation, shall mail to the service contract holder at the service contract

holder’s last known address, a written prior notice of cancellation that states

14
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the effective date of the cancellation; provided, that prior notice under this
Subsection shall not be required if cancellation is for:
(1) nonpayment of the service contract provider’s fee for the
service provided under the service contract;
(2) a material misrepresentation by the service contract
holder to the service contract provider; or
(3) a substantial breach of duties of the service contract
holder under the service contract, relating to a covered product or its
use,
§ 12210.  Prohibited Acts.

{a) No service contract provider shall use in its name, the word

L1 14 B

“insurance,” "casualty,” "surety,” "mutual,” "guarantee,” or any other word
descriptive of the insurance, casualty, or surety business, or a name
deceptively similar to the name or description of any insurance or surety
corporation, or to the name of any other service contract provider. This
Section shall not apply to a service contract provider using any language
prohibited by this Section in its name prior to July 1, 2013,

(b} A service contract provider or ifs representative shafl not in its
service contracts or literature make, permit, or cause to be made, any false or
misleading statement, or deliberately omit any material statement that would
be considered misleading if omitted.

(¢}  No person shall condition a loan or the sale of any goods on
the purchase of a service contract.

§12211.  Rules, The Commissioner may adopt rules to implement

and administer this Article pursuant to the Administration Adjudication Act.

§ 12212, Enforcement,

15
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(a) The Commisstoner shall take any action necessary or
appropriate to enforce this Article, and the rules adopted and orders issued
hereunder. The Commissioner sha/l conduct investigations and examinations
of service contract providers and administrators or other persons, upon
receipt of a consumer complaint. ff a service contract provider has violated
this Article, or rules or orders under this Article, the Commissioner shall
issue an order:

(1) requiring a person to cease and desist from violating this
Article or rules or orders under this Article;

(2) prohibiting a person from selling or offering for sale
service contracts in violation of this Article until full remedy is
afforded to comply with this Article.

(3) Imposing a civil penalty, at an amount rot to exceed
fifteen percent (15%) of the recourse afforded in §12204 of this
Article for the purpose of affording remedy to comply with the
provisions of this Article, on a person or any combination of the
foregoing, as applicable.

§ 12213.  Effective Date. This Act shall take effect upon its
enactment and apply prospectively.

§ 12214.  Severability. Jf any provision of this Act or its
application to any person or circumstance is held invalid, the invalidity shall
not affect other provisions or applications of this Act which can be given
effect without the invalid provision or application and to this end the

provisions of this Act is severable.”

16





