
 

 

 
Fifty-fifth Legislature  
First Regular Session  
 

COMMITTEE ON COMMERCE 

HOUSE OF REPRESENTATIVES AMENDMENTS TO H.B. 2443 

(Reference to printed bill) 

 

 

Strike everything after the enacting clause and insert: 1 

"Section 1.  Section 20-1095.06, Arizona Revised Statutes, as amended 2 

by Senate Bill 1049, section 18, fifty-fifth legislature, first regular 3 

session, as transmitted to the governor is amended to read: 4 

20-1095.06.  Required service contract disclosures 5 

A.  Each service company holding a service company permit shall 6 

submit all service contract forms to the director for approval at least 7 

thirty days before the proposed effective date of the form.  A form may not 8 

be used until it is approved by the director or has been on file with the 9 

director for more than thirty days. 10 

B.  The director may not approve a service contract if: 11 

1.  The service contract may be canceled or voided due to acts or 12 

omissions of the service company or its assignees or subcontractors for 13 

their failure to provide correct information or their failure to perform 14 

the services or repairs provided in a timely, competent and workmanlike 15 

manner. 16 

2.  Parts or components repaired or replaced under the service 17 

contract are excluded. 18 

3.  The service contract may be canceled by the service company or 19 

its representatives for any of the following reasons: 20 

(a)  The service contract fails to state the extent to which 21 

preexisting conditions will or will not be covered. 22 

(b)  Misrepresentation by either the service company or the person 23 

selling the service contract on the service company's behalf. 24 
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C.  Service contracts may not be issued, sold or offered for sale in 1 

this state unless the service company has provided both: 2 

1.  A receipt for or other written evidence of the purchase of the 3 

service contract to the contract holder. 4 

2.  A copy of the service contract to the service contract holder 5 

within a reasonable period of time after the date of purchase. 6 

D.  Service contracts that are marketed, sold, offered for sale, 7 

issued, made, proposed to be made or administered in this state shall be 8 

written, printed or typed in clear, understandable language that is easy to 9 

read and shall disclose the following, as applicable: 10 

1.  Service contracts that are insured under a mechanical 11 

reimbursement insurance policy pursuant to section 20-1095.03, subsection 12 

A, paragraph 3, subdivision (b) shall state the name and address of the 13 

insurer and contain a statement in substantially the following form:  14 

"Obligations of the obligor under this service contract are insured under a 15 

mechanical service contract reimbursement insurance policy". 16 

2.  Service contracts that are not insured under a reimbursement 17 

insurance policy pursuant to section 20-1095.03, subsection A, paragraph 3, 18 

subdivision (b) shall contain a statement in substantially the following 19 

form:  "Obligations of the obligor under this service contract are backed 20 

by the full faith and credit of the obligor". 21 

3.  Service contracts shall state the name and address of the obligor 22 

and shall identify an administrator if different from the obligor, the 23 

service contract seller and the service contract holder to the extent that 24 

the name of the service contract holder has been furnished by the service 25 

contract holder.  The identities of these parties are not required to be 26 

preprinted on the service contract and may be added to the service contract 27 

at the time of sale. 28 

4.  Service contracts shall state the total purchase price of the 29 

service contract.  The purchase price is not required to be preprinted on 30 

the service contract and may be negotiated at the time of sale with the 31 

service contract holder. 32 
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5.  Service contracts shall state the existence of a deductible 1 

amount, if applicable. 2 

6.  Service contracts shall specify the merchandise and services to 3 

be provided and any limits, exceptions or exclusions.  Exclusions from 4 

coverage shall be in bold-faced type.  Service contracts may, but are not 5 

required to, cover damage resulting from rust, corrosion or damage caused 6 

by a noncovered part or system. 7 

7.  Service contracts covering motor vehicles shall state whether the 8 

use of nonoriginal manufacturers' parts is allowed. 9 

8.  Service contracts shall state any restrictions governing the 10 

transferability of the service contract, if applicable. 11 

9.  Service contracts shall state the terms, restrictions or 12 

conditions governing cancellation of the service contract before the 13 

termination or expiration date of the service contract by either the 14 

service company or the service contract holder.  At a minimum, a service 15 

contract shall provide for a pro rata refund after deducting for benefits 16 

paid and administrative expenses associated with the cancellation.  The 17 

administrative expenses may not exceed $75 or ten percent of the purchase 18 

price of the service contract, whichever is less. Any administrative 19 

expense assessed may not exceed the amount of the refund due to the service 20 

contract holder. 21 

10.  Service contracts shall set forth all of the obligations and 22 

duties of the service contract holder, including the duty to protect 23 

against any further damage and any requirement to follow the owner's 24 

manual.  25 

11.  Service contracts shall disclose the material acts or omissions 26 

of the contract holder that cancel or void coverage, if any, and may 27 

include: 28 

(a)  Fraudulent or unlawful acts by the contract holder arising out 29 

of or relating to the service contract. 30 

(b)  The contract holder's use of a covered consumer product in a 31 

manner other than as intended by the manufacturer that is likely to 32 
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increase the likelihood that the consumer product will be damaged or 1 

require repairs. 2 

12.  Service contracts shall disclose CLEARLY INDICATE whether the 3 

contracts cover or exclude preexisting conditions.  A service contract may 4 

exclude preexisting conditions only if the conditions were either known or 5 

would have been known by visually inspecting, operating or testing the 6 

covered property ARE COVERED OR EXCLUDED UNDER THE TERMS OF THE SERVICE 7 

CONTRACT. 8 

E.  Brochures and other advertising or marketing materials are not 9 

required to be filed with or approved by the director.  10 

Sec. 2.  Service contract forms; continued use 11 

A service company that has been issued a permit by the director of 12 

the department of insurance and financial institutions pursuant to section 13 

20-1095.01, Arizona Revised Statutes, may continue to use any service 14 

contract form approved by the director pursuant to sections 20-1095.01 and 15 

20-1095.06, Arizona Revised Statutes, before the effective date of this act 16 

unless and until the service company submits a new service contract form 17 

for approval by the director on or after the effective date of this act." 18 

Amend title to conform 19 

And, as so amended, it do pass 

 

JEFF WENINGER 
CHAIRMAN 
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