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Senator Michael F.Q. San Nicolas 
Chairman - Committee on Aviation, Ground Transportation, 

Regulatory Concerns and Future Generations 
I Mina'trentai Dos Na Liheslaturan Gudhan I 32nd Guam Legislature 

COMMITTEE REPORT DIGEST 

I. OVERVIEW 

Bill No. 64-32 (COR) was introduced on March 12, 2013 by Senator Vicente C. Pangelinan. The bill was 
subsequently referred by the Committee on Rules to the Committee on Aviation, Ground Transportation, 
Regulatory Concerns and Future Generations on March 12, 2013. 

The Committee on Aviation, Ground Transportation, Regulatory Concerns and Future Generations 
convened a public hearing on April 8, 2013 at I 0:06 a.m. in I Liheslatura's Public Hearing Room. Among 
the items on the hearing agenda was Bill No. 64-32 (COR). The hearing was adjourned at l 0:55 a.m. 

Public Notice Requirements 
Public Hearing notices were disseminated via electronic mail to all senators and all main media 
broadcasting outlets on April 1, 2013, and again on April 4, 2013. 

Senators Present 
Senator Michael F.Q. San Nicolas, Chairman 
Vice Speaker Benjamin J. Cruz, Committee .fyiember 
Senator Vicente C. Pangelinan, Committee Member 
Senator V. Anthony Ada, Committee Meniber 
Senator Brant McCreadie 
Senator Thomas Morrison 
Senator Michael Limtiaco 

Public Testimony 
Joey Crisostomo, Cars Plus 
Van Shelly, Nissan Motors 
Philippe Gerling, Nissan Motors 
Jay Jones, Triple J and Guam Automobile Dealers' Association 
Martin Deinart, Blair, Sterling and Johnson 

Written Testimony 
Artemio lllagan, Banking and Insurance Commissioner 
Jay Jones, Guam Automobile Dealers ' Association 
Joseph D. Fagan, Automotive Warranty Services, Inc. 

II. TESTIMONY & DISCUSSION 

Chairman Michael San Nicolas: Next on the agenda, we have Bill No. 64-32 introduced by Speaker 
Ben Pangelinan. On the bill, we do have four individuals who signed up to testify. I'd like to yield the 
floor to Speaker Pangelinan to introduce his bill for the hearing. 

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



Senator Vicente Pangelinan: Thank you very much, Mister Chair. (inaudible) ... manufacturers and 
retailers on Guam relative to the products that they sell. The sale of service contracts, sometimes known 
as extended warranties, continues to happen on Guam. The Insurance Commissioner came out and 
basically ruled that, in order to sell a service contract, you have to be an insurance company or licensed 
under the insurance company regulations. This made it a little more onerous in nonnal practice within the 
industry. What Bill 64 does is clarify and carves out the sale of service contract as not requiring to be 
licensed under the insurance industry ref,JUlations but putting into a statutory framework the process for 
the licensing; the requirements of operation such as the contracts, the payments, the receipts, the 
guarantees that come along with it; as well as the financial viability and stability of the company selling 
these service contracts, so that they are able to perform what they promise to consumers. That, in a 
nutshell, is what is intended by Bill 64-32. 

Chairman San Nicolas: Thank you, Mister Speaker. Testifying on the bill, in order of sign up, is Mister 
Joey Crisostomo. 

Mr. Joey Crisostomo: Good morning, Senators. I am the president of Cars Plus and Cycles Plus. We do 
sell many service contracts here on Guam. I am in support of the intent of this bill of service contracts not 
being considered an insurance product. However, I would like some time to review it. I do know that 
there are some conunents we will have on this bill and we'll submit it in writing. We do have some 
comments and we will them to you. As far as the intent, we are in support of it. 

Chairman San Nicolas: Thank you, Mister Crisostomo. Mister Shelly. 

Mr. Van Shelly: Thank you, Mister Chainnan and Senators. Joey said "we'', so I think you'll be probably 
hearing the same thing from all of us as the Guam Automobile Dealers Association (GADA) as far as the 
intent of the bill. We are in support but, as we read through it, we certainly have questions and we 
certainly would like the opportunity to be able to provide our input and how that legislation should be 
written. I will say that you learn something new every day. GADA would like time for us to get together, 
and we would like time for our counsel to get together, and all agree that it doesn't belong under 
insurance. GADA has been selling service contracts for years. I believe that all of us would say that we 
have no complaints in regards to the delivery of that service to our customers. Contracts are all being 
honored; there isn't an issue there. It's all a matter of where it should be placed if in fact there is a 
problem with where it is placed under insurance now. We just want some time to review this and provide 
our input. 

Chairman San Nicolas: Thank you, Mister Shelly. Mister, Gerling. 

Mr. Phillipe Gerling: Thank you, Mister Chairman and Senators. Again, I am speaking as the general 
manager of Nissan and the vice-president of GADA. We support the intent of the bill. It came to us very 
late so we didn't have time to prepare and provide testimony at this hearing. We hope that there will be 
enough time for us to participate in that process. Thank you. 

Chairman San Nicoias: Thank you, sir. Mister Jay Jones. 

Mr. Jay Jones: Thank you, Mister Chairman and committee members. At the risk of sounding redundant, 
I think the turnout form the members of auto dealers community on Guam shows that we take the bill 
seriously and our request to let our providers, the contract providers, some time to look over it. I 
have sent the document to Ford for them to look it over and get as much input as we can so we can speak 
with one voice and we know what talking about. 

Chairman San Nicolas: Thank you, Mister Jones. 



Mr. Martin Deinart: We assisted the extended warranty company that was originally told that it would 
be treated as insurance. In the past, these things were never treated as insurance. A WS did submit some of 
their comments on the bill that were directed to you and Senator Pangelinan. The only other comment I 
have is these extended warranties are not for automobiles but a waffle iron that you buy. Thanks. 

Chairman San Nicolas: TI1ank you very much, sir. rd like to open now for any questions from any 
members of the Committee. Speaker Pangelinan. 

Senator Pangelinan: Thank you very much. I just want to ensure GADA that this was not drafted 
response to any complaints or anything with regards to consumers and their interaction with, most 
especially, the automobile industry. (inaudible) ... organizations or companies that may want to sell 
service contracts, independent of manufacturers, the ability to charter themselves and protect the public in 
doing that. I do want to, again, state that was not at all in response to any negative feedback or 
experience brought to my attention, or of individuals who have worked with the automobile industry and 
the dealers in honoring their contracts. It is to allow other entities who may want to sell service contracts 
for other products as well that may not be associated with a retailer or associated with a manufacturer. 
Thank you very much. 

Chairman San Nicolas: Thank you, Speaker Pangelinan. Senator Ada. 

Senator Tony Ada: On these service contracts, how does this work if it isn't a service contract that 
is offered here by a dealer or a retailer, and it comes from an independent company that is offering a 
service contract, would you guys be honoring that as part of a repair on a vehicle? 

Mr. Jones: I think the short answer would be that we wouldn't be obligated to honor it but we could 
make an agreement with those providers to honor those contracts. Unless it is from our manufacturers or 
someone that we have contracted with, then we wouldn't be obligated. 

Senator Ada: I see. So, this would be more like a "buyer beware" then if a service contract is sold and 
they don't have an agreement with a dealership? 

Mr. Jones: The provider would have to disclose to the buyer where their contract would be honored or 
where it could be used. So, yes, in that sense it would be a "buyer beware" to know what you 're getting 
from the start. 

Senator Ada: On these service contracts, is there something like a part goes down or a system goes 
down ... on an you pay for the warranty and there are no out of pocket expenses after that, does 
a service contract work in the same fashion? 

Mr. Jones: It is basically the same product. There are different tenns and conditions fix different types of 
product but, in general, what you said is correct. Usually there is a co-payment, just like your health 
insurance, but the bulk of the repair, to cover repair, under the contract would be of no expense. 

Mr. Shelly: I'd just like to add to his comments that all of the service contracts usually have a defined 
area of coverage. The only place you'll see this is a military person who has bought an extended service 
contract in United States and then come to Guam. I think I can speak for all of us, and in the 
interest of the Guam consumers, if it is not a contract company that we represent, we will go out 
to that company and say, "This is the repair. is the cost. This is the repair order invoice. This is the 
amount." If they'll honor it, we'll do it. We will jump through hoops to take care of you even though it 
might be out a defined interest of coverage because usually that's a military person and we all want to 



help them. Sometimes we have had to go back and forth a few times if it is an outside provider and we've 
pretty much gotten them done. This hasn't been an issue for the Guam consumer which is why you 
haven't heard of a complaint for our industry. We realize that there are other service contracts out there 
with other retail companies that electronics and other things that may be an issue but not for us. 

Senator Ada: Thank you, Mister Shelly. Thank you, Mister Chairman. 

Chairman San Nicolas: Thank you, Senator Ada. Any other Senators have any questions or comments? 
If none, I will invite the author of the bill to close if he would like to. 

Senator Pangelinan: I want to thank GADA for being here and we look forward to any additional 
comments you may have that would improve the bill. 

Mr. Crisostomo: What is the time frame for comments? 

Chairman San Nicolas: Usually, it's for ten days afterward. I just want to ensure the industry that the 
Committee is very diligent. We don't rush anything out. If you guys have more information that you need 
to acquire or provide, we're going to be very open to working with you on that. If you have other things 
you need to share, the doors are wide open for that. This will conclude the hearing we are having on Bill 
64-32. 

III. FINDINGS AND RECOMMENDATIONS 

Although it was suggested by the Guam Automobile Dealers' Association to remove the penalty, 
provided for in § 12209(b ), in its entirety, instead the time period has been changed from forty-five ( 45) 
days to sixty (60) days. This change is reflected in the substitute version provided by the Committee. 

The Committee on Aviation, Ground Transportation, Regulatory Concerns and Future Generations hereby 
reports out Bill No. 64-32(COR), as substituted by the Committee on Ground Transportation, 
Regulatory Concerns and Future Generations, with the recommendation ----'-"---'----'--'--=-'---"---~'-'--'--



I MINA'TRENTAI DOS NA LIHESLATURAN GUAHAN 

2013 (FIRST) REGULAR SESSION 

Bill No. 
-'"-'"-"--

Introduced by: 

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 

BE IT ENACTED BY THE PEOPLE OF GUAM: 

SECTION 1. Legislative Statement and Intent. I Liheslaturan 

2 Guahan finds that under current Guam law, the definition of insurance as 

3 interpreted by the Insurance Commissioner classifies service contracts, also 

4 known as extended warranties, as an insurance product. However service 

5 contracts are being sold on Guam and are not being regulated by the 

6 Department of Revenue and Taxation (DRT) regardless of the fact that the 

7 DRT has opined that they are insurance products under Guam's definition 

8 of insurance. 

9 Thirty-six states have enacted legislation which expressly provides 

10 that service contracts do not constitute insurance or that they are not subject 

11 to the state's insurance laws. Three state departments of insurance have 

12 informally opined that service contracts are not insurance contracts. Eleven 

J 3 states have either enacted a framework making it clear that a service contract 

14 is not subject to regulation as an insurance product in that state or have 

15 informally opined as such. 



I Liheslaturan Guahan finds that service contracts can be a beneficial 

2 consumer product and should be made readily available without undue and 

3 burdensome regulation. 

4 SECTION 2. Service Contracts. A new Article 2 is hereby 

5 added to Chapter 12, Division 2, Title 22 of the Guam Code Annotated to 

6 read: 

7 

8 

9 § 12201. 

10 § 12202. 

11 § 12203. 

12 § 12204. 

13 § 12205. 

14 § 12206. 

15 § 12207. 

16 § 12208. 

17 § 12209. 

18 § 12210. 

19 § 12211. 

20 § 12212. 

21 § 12213. 

22 § 12214. 

23 

24 § 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 

25 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 

27 exempt from regulation as insurance under this division. 

2 



§ 12202. Definitions. 

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

3 provider who administers service contracts and service contract plans on 

4 behalf of the provider and subject to the requirements of this Chapter. 

5 (b) "Commissioner" means the Insurance and Banking 

6 Commissioner. 

7 ( c) "Consumer" means an individual who buys any tangible 

8 personal property that is primarily for personal, family, or household use. 

9 (d) "Non-original manufacturer's parts'' means replacement parts 

lo not made for or by the original manufacturer of the property, commonly 

1 1 referred to as "after market parts." 

12 ( e) "Person" means an individual, limited liability partnership, 

13 partnership, limited liability company, corporation, incorporated or 

14 unincorporated association, joint stock company, reciprocal, syndicate, or 

15 any similar entity or combination of entities acting in concert. 

16 ( f) "Service contract" for the purposes of this section means a 

17 contract or agreement for a separately stated consideration for a specific 

18 duration to perform the repair, replacement or maintenance of property or 

19 indemnification for repair, replacement or maintenance, for the operational 

20 or structural failure of any motor vehicle, residential or other property due to 

21 a defect in materials, workmanship, accidental damage from handling, or 

22 normal wear and tear, with or without additional provisions for incidental 

payment of indemnity under limited circumstances, including but not limited 

24 to, towing, rental and emergency road service and road hazard protection. 

25 Service contracts may provide for repair, replacement, or maintenance of 

26 property for damage resulting from power surges or interruption. Service 

3 



I contracts also includes a contract or agreement sold for a separately stated 

2 consideration for a specific duration that provides for any of the following: 

3 (l) the repair or replacement or indemnification for the 

4 repair or replacement of a motor vehicle for the operational or 

5 structural failure of one or more parts or systems of the motor vehicle 

6 brought about by the failure of an additive product to perform as 

7 represented; 

8 (2) the repair or replacement of tires and/or wheels on a 

9 motor vehicle damaged as a result of coming into contact with road 

10 hazards including but not limited to potholes, rocks, wood debris, 

11 metal parts, glass, plastic, curbs or composite scraps; 

12 (3) the removal of dents, dings, or creases on a motor vehicle 

13 that can be repaired using the process of paint-less dent removal 

14 without affecting the existing paint finish and without replacing 

15 vehicle body panels, sanding, bonding or painting; 

16 (4) the repair of small motor vehicle windshield chips or 

17 cracks but which expressly excludes the replacement of the entire 

18 windshield; or 

19 (5) the repair of damage to the interior components of a 

20 motor vehicle caused by wear and tear but which expressly excludes 

21 the replacement of any part or component of a motor vehicle's 

22 interior. 

(g) "Service Contract Provider" means a person who ts 

24 contractually obligated to the service contract holder under the terms of the 

25 service contract. 

(h) "Service Contract Holder" or "contract holder" means a person 

27 who is the purchaser or holder of a service contract. 

4 



(i) "Service Contract Seller" means the person who sells the 

2 service contract to the consumer. 

3 § 12203. License Required. 

4 It shall be unlawful for any person to act as, or offer to act as, or hold 

5 himself or herself out to be a service contract provider, nor may a service 

6 contract be sold to a consumer, unless the service contract provider has a 

7 valid license as a service contract provider issued by the commissioner. A 

8 service contract provider shall make an application to the commissioner 

9 upon a form prescribed by the commissioner and shall pay to the 

1 o commissioner a fee as provided under this Article. A service contract 

J 1 provider shall update the application infonnation and documents annually 

12 and furnish such updates to the commissioner. The application shall include 

13 or be accompanied by the following information and documents: 

14 (a) All basic organizational documents of the service contract 

15 provider, including any articles of incorporation, articles of association, 

16 partnership agreement, trade name certificate, trust agreement, shareholder 

17 agreement, bylaws, and other applicable documents, and all amendments to 

18 those documents; 

19 (b) The identities of the service contract provider's executive 

20 officers directly responsible for the service contract provider's service 

21 contract business, and, if more than fifty percent of the service contract 

provider's gross revenue is derived from the sale of service contracts, the 

23 identities of the service contract provider's directors and stockholders having 

24 beneficial ownership of ten percent or more of any class of securities; 

( c) Audited annual financial statements or other financial reports 

26 acceptable to the commissioner for the two most recent years which prove 

5 



that the applicant is solvent and any information the commissioner may 

2 require in order to review the current financial condition of the applicant; 

3 ( d) An application fee of Two Hundred Fifty Dollars ($250), which 

4 must be deposited into the Better Public Service Fund; and 

5 ( e) Any other pertinent information required by the commissioner. 

6 § 12204. Financial Responsibility. 

7 (a) Any service contract provider applying for a license shall be 

8 solvent and shall meet minimum requirements under this section. If the 

9 financial responsibility requirement under this paragraph is to be maintained 

lO by the service contract provider's parent company, the parent company shall 

11 guarantee the service contract provider's obligations under service contracts 

12 sold by the service contract provider licensed under this Article. 

13 (b) The service contract provider shall: 

14 ( 1) Maintain a funded reserve account for alJ obligations 

15 under service contracts issued and in force on Guam. The reserves 

16 shall not be less than forty percent ( 40%) of the gross consideration 

17 received from the sale of the service contract, less claims paid, for all 

18 in force contracts. The reserve account shall be subject to examination 

19 by the commissioner; and 

20 (2) Place in trust with the commtss10ner, for all service 

21 contracts issued and in force on Guam, a financial security deposit 

having a value that is the larger of Forty Thousand Dollars 

23 ($40,000.00) or five percent (5%) of the gross consideration received, 

24 less claims paid for the sale of the service contracts. The financial 

25 security deposit shall consist of one of the following: 

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

6 



2 

3 

4 

5 

6 

7 

8 

(ii) securities of the type eligible for deposit by 

authorized insurers on Guam; 

(iii) cash; 

(iv) a letter of credit issued by a quaHfied financial 

institution; or 

(v) another form of security authorized by the 

commissioner by rule subject to the approval of I liheslaturan 

Guahan. 

9 § 12205. Powers and Duties. The commissioner shall: 

10 (a) receive applications for certification or license of service 

11 contract providers; 

12 (b) establish the procedure for processing applications made under 

13 this Article; 

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

15 her; 

16 ( d) maintain a registry of the names and addresses of persons 

17 licensed under this Article; 

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

19 (f) approve/disapprove applications for license; 

20 (g) establish, suspend, revoke, or reprimand service contract 

21 licenses; and 

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

23 § 12206. Recordkeeping. 

24 (a) The service contract provider or service contract provider's 

25 administrator shall keep accurate accounts, books, and records of all 

26 transactions regulated under this Article. 

7 



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

2 section shall include the following: 

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

4 (2) the name and address of each service contract holder, to 

5 the extent that the name and address have been furnished by the 

6 service contract holder; 

7 (3) a list of the locations where the service contract 

8 provider's service contracts are marketed, sold, or offered for sale; 

9 and 

IO (4) recorded claims filed which at a minimum shall contain 

11 the date and description of each claim under the service contract 

12 provider's service contracts. 

13 (c) The service contract provider for each service contract shall 

14 retain records required under this section for at least one year after coverage 

15 under the contract has expired. A service contract provider discontinuing 

16 business on Guam shall maintain records required under this section until it 

17 provides the commissioner with satisfactory proof that the service contract 

18 provider has discharged all contractual obligations to contract holders on 

19 Guam. 

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

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

22 other electronic recordkeeping technology. If records are maintained in a 

23 form other than hard copy, the records shall be in a form allowing 

24 duplication as legible hard copy at the request of the commissioner. 

25 ( e) Upon request of the commissioner, the service contract provider 

26 shall make available to the commissioner all accounts, books, and records 

27 concerning service contracts sold by the service contract provider reasonably 

8 



necessary to enable the comm1ss1oner to determine compliance or 

2 noncompliance with this Article. 

3 § 12207. Filing of Annual Report. 

4 (a) Every registered service contract provider must file an annual 

5 report for the preceding calendar year with the commissioner on or before 

6 July l 51 of each year, or within any extension of the time the commissioner 

7 for good cause may grant. The report must be in the form and contain those 

8 matters as the commissioner prescribes and shall be verified by at least two 

9 officers of the service contract provider or for service contract providers 

lO with a single officer, the sole officer of service contract providers with a 

11 single officer. 

12 (b) At the time of filing the report, the service contract provider 

13 must pay a filing fee of Twenty Five Dollars ($25.00) which shall be 

14 deposited into the Better Public Service Fund. 

15 (c) As part of any investigation by the comm1ss10ner, the 

16 commissioner may require a service contract provider to file monthly 

17 financial reports whenever, in the commissioner's discretion, there is a need 

18 to more closely monitor the financial activities of the service contract 

19 provider. Monthly financial statements shall be filed with the commissioner 

20 no later than the twenty-fifth (25th) day of the month following the month for 

21 which the financial report is being filed. These monthly financial reports are 

22 the internal financial statements of the service contract provider. The 

monthly financial reports that are filed with the commissioner constitute 

24 information that might be damaging to the service contract provider if made 

25 available to its competitors, and therefore shall be kept confidential by the 

26 commissioner. This information may not be made public or be subject to 

9 



subpoena, other than by the commissioner and then only for the purpose of 

2 enforcement actions taken by the commissioner. 

3 § 12208. Receipt and Disclosures. 

4 (a) Service contract providers shall provide purchasers of a service 

5 contract with: 

6 ( 1) A receipt for or other written evidence of the purchase of 

7 the service contract that shall be provided to the service contract 

8 holder; 

9 (2) A copy of the service contract that shall be provided 

l O within a reasonable period of time from the date of purchase; and 

11 (3) Except for offers or sales of service contracts by 

12 telephone, mail, or electronic means, a written copy of the basic terms 

13 and conditions of the service contract to be made available to the 

l 4 purchaser where the purchaser is physically present at the point of 

15 sale. 

16 (b) Service contracts shall be written in clear, understandable 

17 language, and shall be printed or typed in a typeface and format that is easy 

18 to read. 

19 ( c) All service contracts shall: 

20 ( 1) State the name and address of the service contract 

21 provider and the administrator of the service contract, if different from 

22 the service contract provider; 

23 (2) Identify the service contract seller and the service 

24 contract holder, to the extent that the service contract holder has 

furnished the service contract sel1er, administrator, or service contract 

26 provider with that information; 

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

IO 



( 4) The procedure the service contract holder must follow to 

2 obtain service; 

(5) Any deductible amount that applies; 3 

4 ( 6) The specific merchandise and services to be provided, 

5 and any limitations, exceptions, or exclusions; 

6 (7) Where the service contract covers a motor vehicle, 

7 whether the use of non-original manufacturer's parts is allowed; 

8 (8) Any restrictions governing the transferability of the 

9 service contract that apply; 

10 (9) The terms, restrictions, or conditions governing the return 

11 or cancellation of the service contract by either the service contract 

12 provider or service contract holder prior to the service contract's 

13 termination or expiration date; 

14 (10) The obligations and duties of the service contract holder, 

15 such as the duty to protect against any further damage, or to follow 

16 owner's manual instructions; and 

17 ( 11) A provision for, or exclusion of consequential damages 

18 or pre-existing conditions that applies. 

19 The information under subsections (1) and (2) shall not be required to 

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

21 contract at the time of saJe. The purchase price under subsection (3) shall not 

22 be required to be preprinted on the service contract and may be negotiated 

23 with the service contract holder at the time of sale. 

24 § 12209. Returns and Refunds. 

25 (a) Service contracts shall state that the service contract holder may 

26 return the contract within: 

11 



( 1) Thirty (30) days of the date that the service contract was 

2 mailed to the service contract holder; 

3 (2) Twenty (20) days of the date the service contract was 

4 delivered to the service contract holder, if the service contract was 

5 delivered at the time of sale; or 

6 (3) A longer time period as specified in the service contract. 

7 (b) Upon return of the service contract to the service contract 

8 provider within the applicable time period, and if no claim has been made 

9 under the service contract prior to its return to the service contract provider, 

1 O the service contract shall be void and the service contract provider shall 

11 refund to, or credit the account of, the service contract holder with the full 

12 purchase price of the service contract. A ten percent (I 0%) penalty per 

13 month shall be added to a refund that is not paid or credited within forty.five 

14 ( 45) days after the return of the service contract to the service contract 

15 provider. 

16 ( c) The right to void a service contract under subsection (b) shall 

17 not be transferred and shall apply only to the original service contract 

I 8 purchaser upon the terms and conditions provided in the contract and 

19 consistent with this Article. 

20 (d) Upon cancellation of a service contract by the service contract 

21 provider, the service contract provider, at least five (5) days prior to 

22 cancellation, shall mail to the service contract holder at the service contract 

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

24 the effective date of the cancellation; provided that prior notice under this 

26 

subsection shall not be required if cancellation is for: 

(I) Nonpayment of the service contract provider's fee for the 

service provided under the service contract; 

12 
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(2) A material misrepresentation by the service contract 

2 holder to the service contract provider; or 

3 (3) A substantial breach of duties of the service contract 

4 holder under the service contract, relating to a covered product or its 

5 use. 

6 § 12210. Prohibited Acts. 

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

8 ninsurance", "casualty", "surety", "mutual", or any other word descriptive of 

9 the insurance, casualty, or surety business, or a name deceptively similar to 

1 O the name or description of any insurance or surety corporation, or to the 

11 name of any other service contract provider; provided that the word 

12 "guaranty" or similar word may be used by a service contract provider. This 

13 section shall not apply to a service contract provider using any language 

14 prohibited by this section in its name prior to July l, 2013. 

15 (b) A service contract provider or its representative shall not in its 

16 service contracts or literature make, permit, or cause to be made, any false or 

17 misleading statement, or deliberately omit any material statement that would 

18 be considered misleading if omitted. 

19 ( c) No person shall condition a loan or the sale of any property on 

20 the purchase of a service contract. 

21 § 12211. Rules. The commissioner may adopt rules to implement and 

22 administer this Article pursuant to the Administration Adjudication Act. 

23 § 12212. Enforcement. 

24 (a) The commissioner may take any action necessary or appropriate 

25 to enforce this Article, and the rules adopted and orders issued hereunder. 

26 The commissioner may conduct investigations and examinations of service 

27 contract providers and administrators or other persons. If a service contract 

13 



provider has violated this Article, or rules or orders under this Article, the 

2 commissioner may issue an order: 

3 ( 1) Requiring a person to cease and desist from violating this 

4 Article or rules or orders under this Article; 

5 (2) Prohibiting a person from selling or offering for sale 

6 service contracts in violation of this Article; or 

7 (3) Imposing a civil penalty on a person or any combination 

8 of the foregoing, as applicable. 

9 § 12213. Effective Date. This Act shall take effect upon its enactment 

IO and apply prospectively. 

11 § 12214. Severability. If any provision of this Act or its application to 

12 any person or circumstance is held invalid, the invalidity shall not affect 

13 other provisions or applications of this Act which can be given effect 

14 without the invalid provision or application and to this end the provisions of 

15 this Act is severable. 

16 

17 

18 

19 

20 
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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. 

BE IT ENACTED BY THE PEOPLE OF GUAM: 

SECTION 1. Legislative Statement and Intent. I Liheslaturan Guahan 

2 finds that under current Guam law, the definition of insurance as interpreted by the 

3 Insurance Commissioner classifies service contracts, also known as extended 

4 warranties, as an insurance product. However service contracts are being sold on 

5 Guam and are not being regulated by the Department of Revenue and Taxation 

6 (DRT)regardless of the fact that the DRT has opined that they are insurance 

7 products under Guam's definition of insurance. 

8 Thirty-six states have enacted legislation which expressly provides that 

9 service contracts do not constitute insurance or that they are not subject to the 

10 state's insurance laws. Three state departments of insurance have informally 

11 opined that service contracts are not insurance contracts. Eleven states have either 

12 enacted a framework making it clear that a service contract is not subject to 

13 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 

2 consumer product and should be made readily available without undue and 

3 burdensome regulation. 

4 SECTION 2. Service Contracts. A new Article 2 is hereby added to 

5 Chapter 12, Division 2, Title 22 of the Guam Code Annotated to read: 

6 "Article 2 

7 

8 § 12201. 

9 § 12202. 

10 § 12203. 

11 § 12204. 

12 § 12205. 

13 § 12206. 

14 § 12207. 

15 § 12208. 

16 § 12209. 

17 § 12210. 

18 § 12211. 

19 § 12212. 

20 § 12213. 

21 § 12214. 

22 

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. 

23 § 12201. Service Contracts Excepted. The marketing, sale, offering for sale, 

24 issuance, making, proposing to make and administration of a service contract shall 

25 not be construed to be the business of insurance and shall be exempt from 

26 regulation as insurance under this division. Express or implied warranties shall be 

27 exempt from the requirements under this Article. 

2 



Definitions. 1 § 12202. 

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

3 provider who administers service contracts and service contract plans on behalf of 

4 the provider and subject to the requirements of this Chapter. 

5 (b) "Commissioner" means the Insurance and Banking Commissioner. 

6 (c) "Consumer" means an individual who buys any tangible personal 

7 property that is primarily for personal, family, or household use. 

8 (d) "Non-original manufacturer's parts" means replacement parts not 

9 made for or by the original manufacturer of the property, commonly referred to as 

1 o "after-market parts." 

11 (e) "Person" means an individual, limited liability partnership, 

12 partnership, limited liability company, corporation, incorporated or unincorporated 

13 association, joint stock company, reciprocal, syndicate, or any similar entity or 

14 combination of entities acting in concert. 

15 (t) "Reimbursement insurance policy" means a policy of insurance issued 

16 to a service contract provider by an authorized insurer. Pursuant to this insurance 

17 policy, the insurer agrees, for the benefit of the service contract holders, to 

18 discharge all of the obligations and liabilities of the service contract provider under 

19 the terms of the issued service contracts or in the event of non-performance by the 

20 insured service contract provider. "All obligations and liabilities" include: 

21 ( 1) the failure of inability of the insured service contract provider to 

22 perform under the terms and conditions of the provider's issued service 

23 contracts; and 

24 (2) m the event of cancellation, the service contract provider's 

25 failure or inability to the return of the unearned portion of the paid service 

26 contract fee to the service contract holder. 

3 



(g) "Service contract" for the purposes of this section means a contract or 

2 agreement for a separately stated consideration for a specific duration to perform 

3 the repair, replacement or maintenance of property or indemnification for repair, 

4 replacement or maintenance, for the operational or structural failure of any motor 

5 vehicle, residential or other property due to a defect in materials, workmanship, 

6 accidental damage from handling, or normal wear and tear, with or without 

7 additional provisions for incidental payment of indemnity under limited 

8 circumstances, including but not limited to, towing, rental and emergency road 

9 service and road hazard protection. Motor vehicle manufacturer and original 

10 equipment manufacturer (OEM)-backed contracts shall be exempt from the 

11 requirements in this Article. Service contracts may provide for repair, replacement, 

12 or maintenance of property for damage resulting from power surges or 

13 interruption. Service contracts also include a contract or agreement sold for a 

14 separately stated consideration for a specific duration that provides for any of the 

15 following: 

16 ( 1) the repair or replacement or indemnification for the repair or 

17 replacement of a motor vehicle for the operational or structural failure of one 

18 or more parts or systems of the motor vehicle brought about by the failure of 

19 an additive product to perform as represented; 

20 (2) the repair or replacement of tires and/or wheels on a motor 

21 vehicle damaged as a result of coming into contact with road hazards 

22 including but not limited to potholes, rocks, wood debris, metal parts, glass, 

23 plastic, curbs or composite scraps; 

24 (3) the removal of dents, dings, or creases on a motor vehicle that 

25 can be repaired using the process of paint-less dent removal without 

26 affecting the existing paint finish and without replacing vehicle body panels, 

27 sanding, bonding or painting; 

4 
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11 
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( 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. 

(j) "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 property or services, that is not negotiated 

or separated from the sale of the product and is incidental to the 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, unless the service contract provider has a valid license as a 

service contract provider issued by the commissioner. A service contract provider 

shall make an application to the commissioner upon a form prescribed by the 

commissioner and shall pay to the commissioner a foe as provided under this 

Article. A service contract provider shall update the application information and 

documents annually and furnish such updates to the commissioner. The application 

shall inc1ude or be accompanied by the following information and documents: 

5 



(a) All basic organizational documents of the service contract provider, 

2 including any articles of incorporation, articles of association, partnership 

3 agreement, trade name certificate, trust agreement, shareholder agreement, bylaws, 

4 and other applicable documents, and all amendments to those documents; 

5 (b) The identities of the service contract provider's executive officers 

6 directly responsible for the service contract provider's service contract business, 

7 and, if more than fifty percent of the service contract provider's gross revenue is 

8 derived from the sale of service contracts, the identities of the service contract 

9 provider's directors and stockholders having beneficial ownership of ten percent or 

1 o more of any class of securities; 

11 ( c) Audited annual financial statements or other financial reports 

12 acceptable to the commissioner for the two most recent years which prove that the 

13 applicant is solvent and any information the commissioner may require in order to 

14 review the current financial condition of the applicant; 

15 (d) An application fee of Two Hundred Fifty Dollars ($250), which must 

16 be deposited into the Better Public Service Fund; and 

17 ( e) Any other pertinent information required by the commissioner. 

18 § 12204. Financial Responsibility. 

I 9 (a) Any service contract provider applying for a license shall be solvent 

20 and shall meet minimum requirements under this section. If the financial 

21 responsibility requirement under this paragraph is to be maintained by the service 

22 contract provider's parent company, the parent company shall guarantee the 

23 service contract provider's obligations under service contracts sold by the service 

24 contract provider licensed under this Article. 

25 (b) The service contract provider shall provide one of the ji.Jllowing: 

26 ( 1) Provide both: 
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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 ( 40o/o) 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 comm1ss10ner, 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 

($40,000.00) or five percent (5%) of the gross consideration received, 

less claims paid for the sale of the 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; 

(iii) cash; 

(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 I Liheslaturan 

Guahan. 

(2) Insure the performance for all service contracts issued by the 

23 service contract provider by a reimbursement insurance policy issued by an 

24 insurer holding a certificate of authority from the commissioner and who is 

25 in good standing with the commissioner. Service contracts insured by a 

26 reimbursement insurance policy shall: 
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§ 12205. 

(a) 

providers; 

(b) 

16 Article; 

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 jails to pay or provide service on your 

claim, or a cancellation refund, or any other covered obligation under 

this service contract within sixty (6) 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. " 

Powers and Duties. The commissioner shall: 

receive applications for certification or license of service contract 

establish the procedure for processing applications made under this 

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

18 ( d) maintain a registry of the names and addresses of persons licensed 

19 under this Article; 

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

21 ( t) approve/disapprove applications for license; 

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

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

24 § 12206. Recordkeeping. 

25 (a) The service contract provider or service contract provider's 

26 administrator shall keep accurate accounts, books, and records of all transactions 

27 regulated under this Article. 
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1 (b) Accounts, books, and records maintained as required by this section 

2 shall include the following: 

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

4 (2) the name and address of each service contract holder, to the 

5 extent that the name and address have been furnished by the service contract 

6 holder; 

7 (3) a list of the locations where the service contract provider's 

8 service contracts are marketed, sold, or offered for sale; and 

9 ( 4) recorded claims filed which at a minimum shall contain the 

1 o date and description of each claim under the service contract provider's 

11 service contracts. 

12 ( c) The service contract provider for each service contract shall retain 

13 records required under this section for at least one year after coverage under the 

14 contract has expired. A service contract provider discontinuing business on Guam 

15 shall maintain records required under this section until it provides the 

16 commissioner with satisfactory proof that the service contract provider has 

17 discharged all contractual obligations to contract holders on Guam. 

18 (d) The records required under this section may be, but are not required to 

19 be, maintained on a computer disk, computer drive or server or other electronic 

20 recordkeeping technology. If records are maintained in a form other than hard 

21 copy, the records shall be in a form allowing duplication as legible hard copy at the 

22 request of the commissioner. 

23 ( e) Upon request of the commissioner, the service contract provider shall 

24 make available to the commissioner all accounts, books, and records concerning 

25 service contracts sold by the service contract provider reasonably necessary to 

26 enable the commissioner to determine compliance or noncompliance with this 

Article. 

9 



1 § 12207. Filing of Annual Report. 

2 (a) Every registered service contract provider must file an annual report 

3 for the preceding calendar year with the commissioner on or before July 1st of each 

4 year, or within any extension of the time the commissioner for good cause may 

5 grant. The report must be in the form and contain those matters as the 

6 commissioner prescribes and shall be verified by at least two officers of the service 

7 contract provider or for service contract providers with a single officer, the 

8 soleofficer of service contract providers with a single officer. 

9 (b) At the time of filing the report, the service contract provider must pay 

10 a filing fee of Twenty Five Dollars ($25.00) which shall be deposited into the 

11 Better Public Service Fund. 

12 ( c) As part of any investigation by the commissioner, the commissioner 

13 may require a service contract provider to file monthly financial reports whenever, 

14 in the commissioner's discretion, there is a need to more closely monitor the 

15 financial activities of the service contract provider. Monthly financial statements 

16 shall be filed with the commissioner no later than the twenty-fifth (25th) day of the 

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

18 monthly financial reports are the internal financial statements of the service 

19 contract provider. The monthly financial reports that are filed with the 

20 commissioner constitute information that might be damaging to the service 

21 contract provider if made available to its competitors, and therefore shall be kept 

22 confidential by the commissioner. This information may not be made public or be 

23 subject to subpoena, other than by the commissioner and then only for the purpose 

24 of enforcement actions taken by the commissioner. 

25 § 12208. Receipt and Disclosures. 

26 (a) Service contract providers shall provide purchasers of a service 

contract with: 

10 



1 ( 1) A receipt for or other written evidence of the purchase of the 

2 service contract that shall be provided to the service contract holder; 

3 (2) A copy of the service contract that shall be provided within a 

4 reasonable period of time from the date of purchase; and 

5 (3) Except for offers or sales of service contracts by telephone, 

6 mail, or electronic means, a written copy of the basic terms and conditions of 

7 the service contract to be made available to the purchaser where the 

8 purchaser is physically present at the point of sale. 

9 (b) Service contracts shall be written in clear, understandable language, 

10 and shall be printed or typed in a typeface and format that is easy to read. 

11 ( c) All service contracts shall: 

12 ( 1) State the name and address of the service contract provider and 

13 the administrator of the service contract, if different from the service 

14 contract provider; 

15 (2) Identify the service contract seller and the service contract 

16 holder, to the extent that the service contract holder has furnished the service 

17 contract seller, administrator, or service contract provider with that 

18 information; 

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

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

21 service; 

22 (5) Any deductible amount that applies; 

23 (6) The specific merchandise and services to be provided, and any 

24 limitations, exceptions, or exclusions; 

25 (7) Where the service contract covers a motor vehicle, whether the 

26 use of non-original manufacturer's parts is allowed; 

l I 



1 (8) Any restrictions governmg the transferability of the service 

2 contract that apply; 

3 (9) The terms, restrictions, or conditions governing the return or 

4 cancellation of the service contract by either the service contract provider or 

5 service contract holder prior to the service contract's termination or 

6 expiration date; 

7 (10) The obligations and duties of the service contract holder, such 

8 as the duty to protect against any further damage, or to follow owner's 

9 manual instructions; and 

1 o ( 11) A provision for, or exclusion of consequential damages or pre-

11 existing conditions that applies. 

12 The information under subsections (1) and (2) shall not be required to be 

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

14 time of sale. The purchase price under subsection (3) shall not be required to be 

15 preprinted on the service contract and may be negotiated with the service contract 

16 holder at the time of sale. 

17 § 12209. Returns and Refunds. 

18 (a) Service contracts shall state that the service contract holder may 

19 return the contract within: 

20 (1) Thirty (30) days of the date that the service contract was mailed 

21 to the service contract holder; 

22 (2) Twenty (20) days of the date the service contract was delivered 

23 to the service contract holder, if the service contract was delivered at the 

24 time of sale; or 

25 (3) A longer time period as specified in the service contract. 

26 (b) Upon return of the service contract to the service contract provider 

27 within the applicable time period, and if no claim has been made under the service 

12 



contract prior to its return to the service contract provider, the service contract 

2 shall be void and the service contract provider shall refund to, or credit the account 

3 of, the service contract holder with the full purchase price of the service contract 

4 A ten percent (10%) penalty per month shall be added to a refund that is not paid 

5 or credited within sixty-five (60) days after the return of the service contract to the 

6 service contract provider. 

7 ( c) The right to void a service contract under subsection (b) shall not be 

8 transferred and shall apply only to the original service contract purchaser upon the 

9 terms and conditions provided in the contract and consistent with this Article. 

Io ( d) Upon cancellation of a service contract by the service contract 

11 provider, the service contract provider, at least five (5) days prior to cancellation, 

12 shall mail to the service contract holder at the service contract holder's last known 

13 address, a written prior notice of cancellation that states the effective date of the 

14 cancellation; provided that prior notice under this subsection shall not be required 

15 if cancellation is for: 

16 ( l) Nonpayment of the service contract provider's fee for the 

17 service provided under the service contract; 

18 (2) A material misrepresentation by the service contract holder to 

19 the service contract provider; or 

20 (3) A substantial breach of duties of the service contract holder 

21 under the service contract, relating to a covered product or its use. 

22 § 12210. Prohibited Acts. 

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

24 "insurance", "casualty", "surety", "mutual", or any other word descriptive of the 

25 insurance, casualty, or surety business, or a name deceptively similar to the name 

26 or description of any insurance or surety corporation, or to the name of any other 

27 service contract provider; provided that the word "guaranty" or similar word may 

13 



l be used by a service contract provider. This section shall not apply to a service 

2 contract provider using any language prohibited by this section in its name prior to 

3 Julyl,2013. 

4 (b) A service contract provider or its representative shall not in its service 

5 contracts or literature make, permit, or cause to be made, any false or misleading 

6 statement, or deliberately omit any material statement that would be considered 

7 misleading if omitted. 

8 ( c) No person shall condition a loan or the sale of any property on the 

9 purchase of a service contract. 

10 § 12211. Rules.The commissioner may adopt rules to implement and 

11 administer this Article pursuant to the Administration Adjudication Act. 

12 § 12212. Enforcement. 

13 (a) The commissioner may take any action necessary or appropriate to 

14 enforce this Article, and the rules adopted and orders issued hereunder. The 

15 commissioner may conduct investigations and examinations of service contract 

16 providers and administrators or other persons. If a service contract provider has 

17 violated this Article, or rules or orders under this Article, the commissioner may 

18 issue an order: 

19 ( 1) Requiring a person to cease and desist from violating this 

20 Article or rules or orders under this Article; 

21 (2) Prohibiting a person from selling or offering for sale service 

22 contracts in violation of this Article; or 

23 (3) Imposing a civil penalty on a person or any combination of the 

24 foregoing, as applicable. 

25 § 12213. Effective Date.This Act shall take effect upon its enactment and 

26 apply prospectively. 

14 



§ 12214. Severability .. ({ any provision of this Act or its application to 

2 any person or circumstance is held invalid, the invalidity shall not affect other 

3 provisions or applications of this Act which can be given effect without the invalid 

4 provision or application and to this end the provisions of this Act is severable." 

15 
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Dipattamenton Kontribusion yan Adu'ana 

DEPARTMENT OF 

REVENUE AND TAXATION 
GOVERNMENT OF GUAM Gubetnamenton Guahan 

The Honorable Michael F.Q. San Nicolas 
Chairman, Committee on Aviation, Ground 

Transportation, Regulatory Concerns, and 
Future Generations 

Thirty-Second Guam Legislature 
Hagatna, Guam 96910 

April 12, 2013 

EDDIE BAZA CAL VO, Governor I Maga'lahi 
RAY TENORIO, Lt. Governor I Tiiiente Gubetnadot 

JOHN P. CAMACHO, Director 
Direlctot 

MARIE M. BENITO, Deputy Director 
Sigundo Direlctot 

Re: Bill No. 64-32 "AN ACT TO ADD A NEW ARTICLE 2 TO CHAPTER 12, 
DIVISION 2, TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO 
LICENSING OF SERVICE CONTRACTS SOLD ON GUAM" 

Dear Senator San Nicolas: 

My name is Artemio B. Ilagan. I am the Banking and Insurance Commissioner. I agree 
in concept and intent of Bill No. 64-32. 

In general our view is that service contracts are insurance against future repair bills but 
not the type of insurance risks that person can readily pay out pocket. For example if a 
housewife buys a refrigerator and it breaks after a factory warranty period of one year, 
she can most likely have the same repaired for about $200.00. Without the service 
contract, the cost for repair is still affordable. If a consumer can bear the repair costs, in 
general, a consumer does not need an extended service contract. However, some 
consumer do buy extended service contract for a peace of mind. 

In contrast, if a driver gets into an automobile accident and the car is a total wreck the 
costs to repair or get a new car could be $10,000.00 or more. Without a car insurance, a 
wage earning person may not be able to pay for the repair or get a new car. Without 
earthquake insurance, if a concrete structure fails, as in the case of newly built hotel in 
Tuman, the costs to indemnify and to demolish the structure was more than $100 
Million. 

The above examples are meant to provide distinction between insurance risks that an 
insurer agrees to cover for an insured and a service contract that a dealer normally sells 
to consumers, like us. 

Post Office Box 23607, Guam Main Facility, Guam 96921 •Tel./ Telifon: (671) 635·7699 •Fax I Faks: (671) 633-2643 



2 Bill No. 64-32 

It is noted that Bill No., 64-32 defines in §12202 (f) 

(f) "Service contract" for the purposes of this section means a 

contract or agreement for a separately stated consideration for a specific 

duration to perform the repair, replacement or maintenance of property or 

indemnification for repair, replacement or maintenance, for the operational 

or structural failure of any motor vehicle, residential or other property 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 
xxxxx 

Based on the above definition, any merchant for property like television, cooking range, 
air condition, automobile, a contractor for a commercial or residential building, that also 
sells service contract are covered in this bill. The language above does not appear to 
limit service contracts to household appliances and to motor vehicles. 

The financial responsibility provision as set forth in § 12204(b )(2)(iii) states cash as the 
one of the deposit. It is requested that the word "cash" be replaced by a "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 
(NCUA). 

The filing of annual report required by the seller of service contracts is set forth in 
§12207(a). 

§ 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 1st 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 

sin!!le officer. 

Post Office Box 23607, Guam Main Facility, Guam 96921 • TeU Telifon: (671) 475-1801/1785·89 • Fax I Faks: (671) 472-2643 



3 Bill No. 64-32 

It is suggested that the annual report be in the form of an unqualified audit report that is 
certified by an independent Certified Public Accountant (CPA) that is licensed to 
practice the accounting profession in Guam. In the event the annual report of the CPA is 
in any manner qualified, the license of the seller for,service contract shall be a cause for 
the Commissioner to suspend, revoke or terminate the service contract license. For the 
protection of the public it is suggested that the annual report of the CPA be available for 
public inspection after six (6) months from the filing with the Commissioner. 

It is suggested that §12207(c) deleted because the filing of the audited financial 
report of the CPA that is in any manner qualified, the Commissioner shall suspend, 
revoke or terminate the license of service contract. 

As an exception to the prohibited acts set forth in § 12210 (a) a seller of service 
contracts may use the word "guaranty''. It is strongly recommended that the word 
guaranty be included in the prohibited acts. The word guaranty connotes the same 
name as some insurers are using the word guaranty. 

With the above qualifications that are expressed above, I agree with Bill No. 64-32. 

Sincerely, 

Banking and Insurance Commissioner 

Post Office Box 23607, Guam Main Facility, Guam 96921 •Tel. I Telifon: (671) 475-1801/1785-89 • Fax I Fa ks: (671) 472-2643 



April 22, 2013 

Dear Senator Pangelinan, 

Thank you for allowing the Guam Automobile Dealers Association (GADA) to 
provide feedback to the introduction of Bill 64. In a recent meeting, GADA concluded 
by way of quorum to support the bill in general with the exception of a two areas. 

1. Under section 2 on page 11 in clause 12209 3b, it is our request to omit the 
last sentence that reads: "A Ten percent (10%) penalty per month shall be 
added to the refund that is not paid or credited within /orty~five ( 45) days 
after the return of the service contract provider." 

We feel that this is an unnecessary penalty imposed on dealers should a customer 
cancel their contract. There may or may not be unforeseen variables that might 
challenge the 45 day period related to processing and verifying claims with third 
party providers. In addition, the GADA members have always been committed to fair 
and reasonable business practices and have been proactive in helping our 
customers receive the right value for their purchase, including refunds when 
necessary. 

2. Exemption of vehicle manufacturer/OEM backed contracts from the Bill as 
these should be considered factory warranty for practical purposes. 

Thank you again for your time and kind consideration to our requests. 



Guam Bill 64-32 - Service Contracts 

Beth.Kastigar@thewarrantygroup.com <Beth.Kastigar@thewarrantygroup.com> 
To: senbenp@guam.net, senatorsannicolas@gmail.com 
Cc: Joseph.Fagan@thewarrantygroup.com 

Senator Pangelinan and Senator San Nicolas: 

Fri, Apr 5, 2013 at 6:50 AM 

Automotive Warranty Services, Inc. {"AWS"), supports the proposed service contract legislation. Although we 
fully support the principles of this legislation, we respectfully propose a change to Section 12204. Financial 
Responsibility. Our supporting documentation and proposed change is attached. 

Our suggested change makes minimal changes to the proposed legislation to add an additional source of 
financial responsibility. We believe this provides the protection to consumers through the contractual liability 
policy, yet minimizes any burden on the Guam Insurance and Banking Commission. 

Please also find our supporting statement which further outlines the benefits of the proposed change. 

We appreciate the opportunity to present this information. 

Thank you for your time and consideration and your efforts in furtherance of this legislation. 

Elizabeth Kastigar, 
for Joseph Fagan 
175 W. Jackson Blvd. 
Suite 1100 
Chicago, IL 
phone: 312-356-2503 
fax: 312-395-9612 
Beth. Kastigar@thewarrantygroup.com 

NOTICE:This email applies to the information and the representations that were provided 
regarding this matter. This email should not be interpreted as applying to any other matter, 
situation or set of facts. From time to time, the laws and regulations used to provide this email 
or the information contained within this email may change. Accordingly, the information in this 
email should not be used sixty (60) days after the date of this email. 

DISCLAIMER: The advice, operational or compliance guidance contained herein should not be relied upon by you 
as either legal advice or guidance. 

Additionally, this e~mail is intended only for the addressee and may contain information that is privileged, 
confidential or otherwise protected from disclosure. If you have received this email in error, please delete and 
advise our IT security department at infosec@thewarrantygroup.com. 

Guam ltr 4.3.13.pdf 
174K 



April 3, 2013 

Senator Vicente Pangelinan 
W. Soledad Ave. 

Hagatfia, Guam 96910 
E-mail: senbenp(@guam.net 

RE: Senate Bill 64-32 
Service Contracts 

the warranty group"'· 

automotive warranty services, inc. 

Copy to: Senator Michael F. Q. San Nicolas 
155 Hesler Place-Suite 203 
Hagatiia, Guam 9691 O 
E-mail:~~~~~~~~~~~ 

Dear Senators Pangelinan and San Nicolas: 

Automotive Warranty Services, Inc, ("A WS") thanks you for introducing this legislation which 
will assist Guam dealerships who wish to offer the benefits of these service contracts to their 
consumers. Accordingly, we are writing in support of Senate Bill 64-32 which recognizes the 
nature of and the benefits that service contracts can provide to Guam consumers. 

Second, we are writing to suggest an amendment which will: 

• Enhance the availability of service contracts in the marketplace and to Guam consumers; 

• Enhance the consumer protections contained within Senate Bill 64-32 while reducing the 
regulatory burdens of the Guam Insurance and Banking Commissioner; and 

• Help to ensure that covered consumer claims for service contract benefits and refunds are 

timely honored and made. 

With regards to our first reason for writing, you hopefully already know that service contracts 
(also sometimes called extended waiTanties or extended service plans) are popular among 
consumers as a cost-effective way to protect consumer electronic devices, computing systems, 
appliances, new automobiles, used automobiles as well as other types of motor vehicles. In the 
United States, approximately 250 million service contacts are sold annually. 1 

Service contracts are designed to provide protection after the manufacturer's warranty expires. 
Service contracts may also complement a manufacturer's warranty by providing additional 
benefits not included in the original manufacturer's warranty. Service contracts offer flexible 
benefits and can include product repairs, product replacements, technical support, emergency 
repairs and emergency services. Along with this product and purchase protection, service 
contracts also offer consumers convenience, time savings and peace of mind. 

Service Contract Industry Council (SCIC) website dated March 27, 2013. See http://go-scic.com/insidepages/servicecontracts.cfm 

175 West Jackson Blvd. Chicago, Illinois 60604 



Page 2. 

Typical consumer products covered by service contracts include televisions, home entertainment 
systems, computers, laptops, cell phones, music systems, appliances, cars, trucks, and 
motorcycles. 

Since Automotive Warranty Services, Inc.'s ("AWS's") principal business in the United States is 
helping to provide, service and administer motor vehicles service contracts, we are specifically 
writing in support of Bill 64-32 for those auto dealerships located in Guam who desire to offer 
motor vehicle service contracts to their customers. 

A WS has been providing all services as well as support in connection with service contracts for 
over thirty (30) years. From assisting automobile dealerships in creating their service contract 
program, providing all administrative functions, facilitating the payment of motor vehicle repairs 
as well as replacement parts along with assisting the dealership in insuring its service contract 
obligations and responsibilities so that the dealership's customers knows that every covered 
claim will be honored, A WS is a knowledgeable and full service provider of motor vehicle 
service contracts. 

A WS's second reason for writing is to request that you include an additional method by which a 
service contract provider may also satisfy the financial responsibilities contained in Section 
12204 of Bill 64-32. We request that you consider the option of the service contract provider 
being insured for his service contract obligations/responsibilities by obtaining a "reimbursement 
insurance policy" from an insurer authorized in Guam and in good standing with the office of the 
Guam Insurance and Banking Commissioner. This "reimbursement insurance policy" would be 
issued to the service contract provider to cover and perform, in the event of the service contract 
provider's non-pe1formance, any contractually required service contract obligation/responsibility 
of an issued service contract. As these obligations/responsibilities are covered by an insurance 
policy, then the existing regulatory requirements and standards that apply for the control and 
monitoring of an insurance company's continuing ability to honor and pay its claims would then 
likewise be applicable to these insured service contract obligations and responsibilities. Hence, 
no additional regulatory burden or expense would be created or placed upon the office of the 
Guam Insurance and Banking Consumer. 

Further, the Guam service contract holder would now have an insurer from whom the service 
contract holder could request the honoring or reimbursement of his/her covered service contract 
claim as well as any cancellation refunds due when the service contract provider failed to take 
the required action within sixty (60) days after request for such repair or such cancellation refund 
has been made. 

This option of using a "reimbursement insurance policy" as a means by which to satisfy a service 
contract provider's financial responsibility is standard in all fifty (50) states of the United States 
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and is contained in the National Association of Insurance Commissioners (NAIC) Service 
Contract Model Act (Section 3 C (l)).2 

Using the NAIC model statutes, A WS respectfully requests the attached amendment be made to 
proposed Section 12204 of Bill 64-32. This amendment provides security to service contract 
holders that their service contract claims will be honored while allowing the service contract 
providers an economic method of complying with this new service contract law. Further, this 
type of change reduces the financial burden and barriers to entry that the current Section 12204 
imposed on prospective service contract providers. As mentioned earlier, a "reimbursement 
insurance policy" assures that if the service contract provider is unable to perform its contractual 
obligations/responsibilities, the Guam service contract holder will still receive the benefits that 
he/she paid for from the purchased the service contract. Assuring that the insurance company is 
solvent and subject to the authority of the Guam Insurance and Banking Commissioner provides 
additional protection to the service contract holder with no additional regulatory burden being 
incurred. 

We have another proposed amendment which would be to provide an alternative to the 
requirement for audited financial statements as required by 12203 (c). As many motor vehicle 
dealerships may not have annual audited financial statements, as required by Section 12203 ( c ), 
A WS suggests that you consider amending this sub-section to read: 

(c) Audited financial statements or any other financial 
reports acceptable to the Commissioner for the two most recent years to 
prove that the applicant is sol vent and ..... 

In this manner, more dealers could qualify as service contract providers especially if they are 
additionally able to use a "reimbursement insurance policy" to satisfy their financial 
responsibility requirement as contained in Section 12204. 

Again, A WS appreciates your efforts in introducing this legislation and your consideration of our 
amendment request. 

Very truly yours, 

~JT-~r 
hse~h D. Fagan 

Assistant General Counsel 

2 For example, California in its motor vehicle service contract statutes requires a reimbursement insurance policy covering 100% of the 

service contract provider's obligations arising from the issued service contract. See Cal Ins Code§ 12830. 
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Sub-section (b) of Section 12204 is amended as follows: (Changes are highlighted) 

12204. Financial Responsibility 

(a) Any service contract provider applying for a license shall be solvent and shall meet 
minimum requirements under this section. If the financial responsibility requirement 
under this paragraph 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 pt(1'l1de .O'IU! QftheJIJllowing: 

( 1) Provide both a. and b. as stated below: 

a. Maintain a funded reserve account for its obligations under its service contracts 
issued and outstanding in Guam. The reserves shall not be less than forty (40) 
percent of the gross consideration received from the sale of the service contract, 
less claims paid, for all in force service 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 in 
Guam, a financial security deposit having a value that is the larger of Forty 
Thousand Dollars ($40,000.00) or five percent (5%) of the gross consideration 
received, less claims paid for the sale of the 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 in Guam; 
(iii) cash; 
(iv) a letter of credit issued by a qualified financial institution; or 
(v) another fonn of security authorized by the commissioner by rule subject to 

the approval of I Liheslaturan Guahan; or 

•·.~,····the pe,f®~~if(J()llU !M~*.ft:eCC)IJmilCf$·~111Q-·-serrice COBlract 
.JBll..- holding a 

stancfmg wifh 
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Guam Bill 64-32 - Service Contract 

Beth. Kastiga r@the wa rra ntygroup.com <Beth. Kastigar@thewarrantygroup.com> 
To: senatorsannicolas@gmail.com 
Cc: Joseph. Fagan@thewarrantygroup.com 

Fri, Apr 5, 2013 at 7:07 AM 

In furtherance of recent email correspondence in connection with the Guam Bill 64-32 on Service contracts (a 
copy of which is attached below), we respectfully present for your re\liew, additional supporting documentation on 
service contracts. 

We belie\le that the attached letter and research will assist and support not only our proposed change to the 
pending legislation, but also your continued support for this legislation. 

Our proposed change is important to facilitate the eligibility for a greater number of retailers and dealerships to 
provide service contracts. This will allow access to service contracts for a broader spectrum of Guam 

consumers. The proposed language will accomplish this without increasing the risk to consumers or regulatory 
burden. 

Again, we thank you for the opportunity to comment and would be happy to answer any questions you may ha\le. 

Below for your reference, is a duplicate of our letter to both you and Senator Pangelinan which makes our initial 
statement of support for this legislation and asks for a revision to Section 12204. 

Thank you for your time and attention to this matter and continued support for service contract legislation. 

Elizabeth Kastigar, for 
Joseph Fagan 
The Warranty Group 
175 W. Jackson Blvd. 
Suite 1100 
Chicago, IL 
phone: 31 £.-uJcr..:."'''" 

fax: 31 
Beth. 

NOTICE: This email applies to the information and the representations that were provided 
regarding this matter. This email should not be interpreted as applying to any other matter, 
situation or set of facts. From time to time, the laws and regulations used to provide this email 
or the information contained within this email may change. Accordingly, the information in this 
email should not be used sixty (60) days after the date of this email. 

DISCLAIMER: The ad'llice, operational or compliance guidance contained herein should not be relied upon by you 
as either legal ad\lice or guidance. 

Additionally, this e-mail is intended only for the addressee and may contain information that is privileged, 
confidential or otherwise protected from disclosure. If you ha\le received this email in error, please delete and 



ad\iise our IT security department at 

3 attachments 

Guam San Nicolas 4.4.13.pdf 
45K 

Guam white paper 4.4.13.pdf 
144K 

Guam ltr 4.3.13.pdf 
174K 



April4,2013 

Senator Michael San Nicolas 
155 Hesler Place 
Suite 203, 

the warranty group'' 

automotive warranty services, inc. 

Hagatna, Guam 96910 
senatorsannicolas@gmail.com 

Re: Biii No 8064-32 
Service Contracts 

Dear Senator San Nicolas: 

Automotive Warranty Services, Inc {"AWS") appreciates your introduction of Bill 64-32 authorizing 
Guam dealerships and consumer retailers to offer service contracts to their consumers. 

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

As additional support for your legislation, we respectfully submit for your consideration and 
review, a White Paper which outlines the supports removing service contract from insurance 
treatment. 

We include a copy of our written testimony and recommendations for amendment to this Bill that 
would facilitate the ability of Guam dealerships and retail sellers to qualify under the Bill. The 
amendments retain the consumer protections and do not impose any additional regulatory burden 
while assisting additional retailers and Guam dealerships to qualify under this legislation. 
Expanding the ability of retailers to qualify to offer these products expands the availability of the 
products to additional consumers and facilitates market competition. 

We hope this additional information will assist your review and assessment of these proposed 
amendments to the legislation. 

AWS appreciates your efforts in introducing and promoting this legislation and respectfully 
requests your consideration of our comments. We would be happy to answer any questions or 
provide additional information as may be required. 

Very truly yours, 

()Q;~ 
I 

Joseph D. Fagan 
v Assistant General Counsel 

175 West Jackson Blvd 



General Information and Discussion of Service Contracts 

Service contacts (also sometimes called extended warranties or extended service plans) 
are popular among consumers as a cost-effective way to protect consumer electronic devices, 
computing systems, appliances, new automobiles, used automobiles as well as other types of 
motor vehicles. In the United States, approximately 250 million service contacts are sold 
annually. 1 

Service contracts are designed to provide protection after the manufacturer's warranty 
expires. Service contracts may also complement a manufacturer's warranty by providing 
additional benefits not included in the original manufacturer's warranty. Service contracts offer 
flexible benefits and can include product repairs, product replacements, technical support, 
emergency repairs and emergency services. Along with this product and purchase protection, 
service contracts also offer consumers convenience, time savings and peace of mind. 

Typical consumer products covered by service contracts include televisions, home 
entertainment systems, computers, laptops, cell phones, music systems, appliances, cars, 
trucks, and motorcycles. 

The terms and conditions of a typical service contract provide that the contract covers 
repair costs resulting from an operational or structural failure of the product covered caused by 
defects in materials and workmanship along with other incidental indemnity benefits. These 
contracts specifically state that damage from insurance perils such as accident, abuse, third­
party actions (fire, collision, vandalism, theft, etc.), the elements or acts of God are not covered 
under the contracts. As such, selling service contracts should not constitute the sale of 
insurance under Guam law or under the law of any other territory or state of the United States. 
The contracts do not constitute casualty insurance because they only provide for the repair or 
replacement of a product in the event of a mechanical or electrical failure brought about by 
defects in materials and workmanship-coverage akin to what is provided under a 
manufacturer's original equipment warranty as discussed in more detail below. Further, the 
contracts specifically exclude coverage upon the occurrence of typical casualty events 
associated with insurance perils such as theft, fire, acts of God, etc. 

Service contracts, while not insurance, can be more accurately characterized by the 
legal concept of warranty. A warranty is a statement or representation made by the seller of 
goods or someone in the normal chain of manufacturing or distribution contemporaneously with 
and as a part of the contract of sale of the goods and which warrants the character, quality or 
title of goods, and by which the seller promises to ensure that certain facts are as the seller 
represents them. A warranty is contractual in nature. A warranty is incidental to the consumer 
good contract of sale. A warranty is not an essential element of a sale, which can exist without 
it, but there can be no warranty without a sale. No state regulates a warranty as insurance. 

Similar to a warranty, the sale of service contracts by dealers is also in the normal chain 
of manufacturing and distribution of the product. The service contract and the product to which 
it relates are sold to the consumer at the same time. Accordingly, there is little difference 
between the issuance of the contract by the manufacturer versus issuance of the contract by the 
dealer that sold the product. The dealer, for consideration, warrants the product to be free from 
defects in workmanship and materials for a stated period of time. In each instance, a consumer 
receives a written contract evidencing the express terms of the protection provided by the 

1 Service Contract Industry Council (SCIC) website dated March 27, 2013. See http://go­
scic.com/insidepages!servicecontracts.cfm 



service contract. While there may be some indemnity benefits provide within a typical service 
contract (towing, emergency road service, etc.), the substantial majority of state regulators have 
deemed those benefits as permissible within a service contract and have opined that the 
inclusion of those benefits does not trigger regulation of a service contract as insurance as such 
benefits are truly incidental to the warranty-related coverage described above and are typically 
unavailable for purchase elsewhere by a consumer. 

For example, California law contains the following language making it absolutely clear 
that a vehicle service contract is a non-insurance product: 

(a) Notwithstanding Sections 103 and 1162
, the following types of agreements 

shall not constitute insurance: 

(1) A vehicle service contract that does each of the following: 

(A) Names as the obligor a motor vehicle manufacturer or distributor licensed in 
that capacity by the Department of Motor Vehicles, or a watercraft manufacturer. 

(B) Covers only motor vehicles or watercraft manufactured, distributed, or sold by 
that obligor. 

(2) A vehicle service contract in which the obligor is a [motor vehicle dealer], 
provided that the obligor complies with all provisions of this part except Section 
12815.3 

§ 12805, Cal. Ins. Code (2012) (emphasis supplied}. 

California defines a vehicle service contract as follows: 

(c)(1) "Vehicle service contract" means a contract or agreement for a separately 
stated consideration and for a specific duration to repair, replace, or maintain a 
motor vehicle or watercraft, or to indemnify for the repair, replacement, or 
maintenance of a motor vehicle or watercraft, necessitated by an operational or 
structural failure due to a defect in materials or workmanship, or due to normal 
wear and tear. 

(2) A vehicle service contract may also provide for the incidental payment of 
indemnity under limited circumstances only in the form of the following additional 
benefits: coverage for towing, substitute transportation, emergency road service, 
rental car reimbursement, reimbursement of deductible amounts under a 
manufacturer's warranty, and reimbursement for travel, lodging, or meals. 

§ 12800, Cal. Ins. Code (2011). 

As you can see from a review of the above-quoted California definition, although the core 
coverage offered under a vehicle service contract relates to defects in materials and 
workmanship, a company may also permissibly offer additional indemnity benefits within a 

2. These statutory citations are to California's definitions of automobile and marine 
insurance. 

3. This citation refers to the statutory provision that requires service contract providers 
to apply for licensure prior to doing business in California. 



vehicle service contract that are incidental to the core warranty-type coverage without triggering 
regulation of the contract as insurance. 

California's treatment of service contracts as a non-insurance product may be helpful to 
any analysis as California's and Guam's statutory definitions of insurance are identical. 4 

In addition to California, the following states have all enacted legislation which expressly 
provides that service contracts, irrespective of the party that is obligated to perform thereunder, 
are not insurance and/or that they are not subject to the state's insurance laws: 

Alabama Kansas New Hampshire Tennessee 

Arizona Kentucky New Mexico Texas 

Arkansas Louisiana New York Utah 

Florida Maine North Dakota Virginia 

Hawaii Maryland Oklahoma Washington 

Idaho Minnesota Oregon West Virginia 

Illinois Missouri Pennsylvania Wisconsin 

Indiana Montana Puerto Rico Wyoming 

Iowa Nevada South Dakota 

See Appendix A for relevant citations. Further, the following state departments of insurance 
have informally opined that a service contract under which the entity that sold the product 
covered is obligated to perform is not an insurance contract 

Massachusetts5 Michigan6 New Jersey5 

Finally, in addition to those states which have expressly stated that service contracts are not 
insurance and/or subject to a state's insurance code, the following states have all 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: 

Colorado District of Columbia6 North Carolina South Carolina 

Connecticut Georgia Ohio Vermont 

4. Section 22 of the California Insurance Code and Section 12104(q) of the Guam 
Insurance Code define insurance identically as follows: "Insurance is a contract whereby one 
undertakes to indemnify another against loss, damage, or liability arising from a contingent or 
unknown event." 

5. 1988-89 Massachusetts Attorney General Opinion No. 4 
6. State regulation of service contracts as exempt when transactions are dealer-obliger 

confirmed through informal correspondence with state regulator. 



Delaware7 Nebraska Rhode lsland6 

See Appendix B for relevant citations. As you can see, the vast majority of states have 
concluded either through legislation or opinion of the pertinent state regulator that service 
contracts are not insurance or are not subject to the state's insurance laws. 

Service contracts give consumers the option to secure valuable protection for the motor 
vehicle they purchased or leased. Motor vehicle dealers offering service contracts to 
consumers are providing protection that is not available elsewhere. For the foregoing reasons, 
we believe that the issuance of service contracts should not constitute the unauthorized safe of 
insurance under Guam law. Regulating these contracts as insurance is overly burdensome, will 
substantially decrease (if not, eliminate) the availability of this consumer protection, and will 
represent a departure from how the substantial majority of the regulators who have considered 
service contracts have elected to treat these as a non-insurance consumer product. 

We hope that you will consider the information provided helpful your continued support 
of Bill 64-32. 

7. State regulation of service contracts as non-insurance confirmed through informal 
correspondence with state regulator. 
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Memorandum 
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Subject: 
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Fiscal Notes 

Attached pll~ase find the fiscal notes for the bill numbers listed below, 
Please note that the fiscal notes, or waivers, are issued on the bills as 

introduced. 

FISCAL NOTES: 
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March 12, 2013 

To: 

From: 

Rennae Meno 
Clerk of the Legislature 

Attorney Therese M. Terlaje 
Legislative Legal Counsel 

Senator Thomas C. Ada / 
Acting Chairperson, Committee on Rules 

Subject: Referral of Bill No. 64-32(COR) 

As the Chairperson of the Committee on Rules, I am forwarding my referral of 
Bill No. 64-32(C0R). 

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 Uheslaturan Guahan. 

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

Si Yu'os Ma'1lse! 
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Uheslaturan Guahan's Public Hearing Room. See attachments for more information. Thank you for your time and 
attention on this matter. 

Jermaine Alerta 
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Senator Michael F.Q. San Nicolas 
Chairman - Committee <m Aviation. Ground Transµnrt.ition, 

Regulatory Co1Kerns and Future Generations 
I Mi11a'trr11tai Dos Na /_l/rcslaturim GuJJi,m I 32"J Guam Legislature 

FIRST PUBLIC NOTICE 

FOR IMMEDIATE RELEASE 
April I, 2013 

In accordance with the Open Government Law. relative to notice for public meetings, please be advised that the 
Committee on Aviation, Ground Transportation, Regulatory Concerns and Future Generations will be 
conducting a hearing on Monday, April 8, 2013, 10:00 a.m. at I Liheslaruran Gudhan 's Public Hearing Room 
for the following items: 

Public Hearing 

Bill No. 64-32 (COR), introduced by Vicente C. Pangelina.n: AN ACT TO ADD A NEW CHAPTER 
12. DIVISION 2, TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO TllE 
LICENSJNO OF SERVJCE CONTRACTS SOLD ON GUAM 

Confirmation Hearing 

Appointment of Donald G. Taitano, Member, Cockpit License Board 
Length of Term: One (I) Year 

Appointment of Pedro Perez Ada Ill, Member, Guam International Airport Authority Board of 
Directors 
Length of Tenn: Three (3) Years 

If written testimonies are to be presented at the hearing, copies should be delivered prior to the meeting date. 
Testimonies should be addressed to Senator Michael F.Q. San Nicolas and will be accepted via hand delivery to 
our otlice; our mailbox at the Main Legislature Building at 155 Hesler Place. Hagatna. Guam 96910: or via 
email to senatorsannicolas@gmail.com. In compliance with the Americans with Disabilities Act. individuals 
requiring special accommodations or services should contact the Office of Senator Michael F.Q. San Nicolas at 
472-6453. 

### 

155 f lesler Place Suite 203, 1 lagAtna, Guam 969!0 
(671) 472 - 6453 I senatorsannicolaslf1;gmaiLcom I www.senatorsannicolas com 



Second Notice - 4.8.13 Public/Confirmation Hearing 

Senator Michael San Nicolas 
Senator Michael 

Bee: apt:ire•~@Qp;1lg\\ra, 

3 at 10 1 AM 



jonternandez@gdoe.net, mary.okada@guamcc.edu, raundeiwood@uguam.uog.edu, jflores@gpagwa.com, Ed Cruz 
<ed.cruz@bit.guam.gov>. law@guamag.org, dgtaitano@mail.com, Sonny Ada <sonnyada@guam.net>, 
jeana@guamairport.net, amandar@guamairport.net 

Hafa adai, 

Please be advised that the Committee on Aviation, Ground Transportation, Regulatory Concerns and Future 
Generations will be conducting a hearing on Monday, April 8, 2013, 10:00 a.m. The hearing will take place in I 
Uheslaturan Guahan's Public Hearing Room. See attachments for more information. Thank you for your time and 
attention on this matter. 

Jermaine Alerta 
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Senator Michael F.Q. San Nicolas 
Chairman - Committee ''n Aviation, Ground Transportation, 

Regulatory Concerns and Future G('lWraliM\S 

I !vli11a'trmta1 Do~ Na Liheslaturan C11dlr1111 I 32nJ Guam lt•r,islature 

SECOND PUBLIC NOTICE 

FOR 1.MMEDIA TE RELEASE 
April 4, 2013 

In accordance with the Open Government Law. relative to notice for public meetings, please be advised that the 
Committee on Aviation, Ground Transportation, Regulatory Concerns and Future Generations will be 
conducting a hearing on Monday, April 8, 2013, 10:00 a.m. at I lihes/aturan G11/ihan 's Public I karing Room 
for the following items: 

Public Hearing 

Bill No. 64-32 (COR), introduced by Vicente C. Pangelinan: AN ACT TO ADD A NEW Cl !APTER 
12. DIVISION 2. TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO TllE 
LICENSING Of SERVICE CONTRACTS SOLD ON GUAM 

Confirmation Hearing 

Appointment of Donald G. Taitano, Member, Cockpit License Board 
Length of Term: One (I) Year 

Appointment of Pedro Perez Ada Ill, Member. Guam International Airport Authority Board of 
Directors 
Length of Tenn: Three (3) Years 

ff written testimonies are to be presented at the hearing, copies should be delivered prior to the meeting date. 
Testimonies should be addressed to Senator Michael F.Q. San Nicolas and will be accepted via hand delivery to 
our office; our mai I box at the Main Legislature Bui !ding at 15 5 Hesler Place. Hagatna. Guam 9691 O; or via 
email to senatorsannicolasig}gmail.com. In compliance with the Americans with Disabilities .Act, individuals 
requiring special accommodations or services should contact the Office of Senator Michael F.Q. San Nicolas at 
472-6453. 

# # # 

155 Hesler Plact' Suite 203, Haga ma, Guam %910 
(671) 472 - 6453 I senatorsannicotas@gma1!.com I www.senato rs,mnicolas.com 



I. Call to Order 

Senator Michael F.Q. San Nicolas 
<..nainn.an - Committee on Aviation, Ground Tran5porlatfon. 

Regulatory Concerns and Futuw Generations 
I Mina'trmtai Dos Na Lillf'slatrmm Gwlhan I 32••J Guam Ll>gislature 

PUBLIC HEARING 

Monday, April 8, 2013 
10:00 a.m. 

Public Hearing Room 
I Liheslaturan Guahan 

AGENDA 

II. Opening Remaoo/Announcements 

Ill. Items for Public Consideration 

Bill No. 64-32 (COR), introduced by Vicente C. Pangelinan: AN ACT TO ADD A NEW CHAPTER 12. 
DIVISION 2. TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO THE LICENSING OF 
SERVICE CONTRACTS SOLD ON GUAM. 

Appointment of Donald Taitano, Member, Cockpit License Board 

Appointment of Pedro Perez Ada III, Member, Guam International Airport Authority Board or Directors 

IV. Closing Remarks 

V. Adjournment 

155 Hesler Place Suite 203, llagatt1a, Guam 96910 
(671) 472 - 6453 I senatorsannicolas@gmail.com I www.senatorsa1micolas com 


