
A service agreement should do more than fill the maintenance calendar. When built correctly, it creates recurring 
revenue, strengthens customer loyalty, and produces some of your best repair and replacement opportunities.

Strong programs don't happen by accident, they require the right pricing, clear ownership, consistent technician 
training, and a renewal process that keeps customers engaged year after year.

Service Agreement 
Success Guide

Service agreement forms, templates, and implementation tools are available to active 
Contractor University members in the Best Practices Library at MyContractorUniversity.com.

https://mycontractoruniversity.com/


Understanding How Service Agreements 
Improve Your Business

The State of Service Agreements in the HVAC Industry

Service agreements create predictable recurring revenue, generate your best replacement leads, and deepen 
customer loyalty — all while lowering your cost of sales. The 20% of contractors who capture 80% of industry 
profit share one thing: they all run healthy agreement programs. 

2

6 Reasons That Make the Business Case

Customer acquisition costs are rising, demand is less predictable, and competitors with active 
programs are visiting customers annually. The cost of not having a program has never been higher.

OVER 70%
of Contractors Lack
a Healthy Service 

Agreement Program

20% of 
Contractors 
Receive 80%

of Profit OVER $650

The Average 
Replacement Revenue 

per Agreement is

Higher Revenue Per Customer
Agreement customers are more loyal, less 
price-sensitive, and generate more accessory 
and upgrade revenue per visit than
one-time callers.

#4Recurring Revenue
A base of 1,500 agreements generates 
$225K–$300K in annual maintenance 
revenue before a single repair or 
replacement. It funds overhead and
smooths seasonality.

#1

More Stable Technician Teams
Consistent maintenance work reduces 
feast-or-famine scheduling — one of the top 
reasons technicians leave. Agreements keep 
your best people engaged year-round.

#5

Higher Business Valuation
Recurring revenue increases valuation 
multiples. A company with 1,000 active, 
up-front agreements commands significantly 
more from buyers than an identical
company without.

#6

Your Best Replacement Leads
Technicians who visit agreement customers 
annually see the equipment — and close at 
75%+ on replacement recommendations vs. 
40–50% on cold marketing leads.

#2

Lower Acquisition Cost
A renewing agreement customer costs 
essentially nothing to retain in year 2+. New 
customers from paid search can cost 
$150–$400+ to acquire.

#3
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What Are Service Agreements?
A service agreement creates an ongoing relationship between your company and the customer instead of 
ending the relationship after a single repair or installation. In exchange for an annual or monthly fee, the 
customer receives scheduled maintenance visits, clearly defined services, and added benefits such as priority 
scheduling, repair discounts, or coverage for certain labor and parts.

For the contractor, the agreement creates recurring revenue, keeps the company connected to the customer, 
and provides regular opportunities to identify repair, upgrade, and replacement needs before another 
contractor is called.

These programs may be called maintenance plans, memberships, comfort plans, or service contracts, but the 
basic model is the same: the customer receives ongoing value and peace of mind, while the contractor earns 
repeat business and builds a more predictable customer base.

Types of Service Agreements

Key Insight: Start simple 
with a $99 PTU and a $149 
annual agreement. Simple 
agreements outperform 
complex, multi-tier programs 
in nearly every company that 
tries both. Master two 
products before adding more.

Best for expanding the value of an 
existing agreement and 

differentiating your program

IAQ and Efficiency Add-Ons

Optional services may include 
indoor air quality monitoring, 
filter replacement, airflow testing, 
efficiency assessments, or 
ongoing system health reports. 
These features can make a 
standard agreement more 
valuable while creating 
additional opportunities to 
recommend comfort, health, and 
performance improvements.

Annual Service Agreement

Best for building recurring revenue 
and maintaining an ongoing 

customer relationship

Typically includes two or three 
scheduled maintenance visits per 
year, priority scheduling, and 
discounts on repairs or additional 
services.

Best for customers with aging 
equipment who are concerned 

about future repair costs

Labor Coverage

Covers the labor associated with 
qualifying repairs for a defined 
period, commonly one year. The 
customer still pays for parts, but 
receives greater cost protection 
and predictability.

Precision Tune-Up (PTU)
Best for attracting new customers 

and introducing them to
your company

Includes a one-time inspection, 
cleaning, and system 
performance check. A PTU 
provides a low-commitment 
entry point for homeowners.

Parts and Labor Coverage
Best for customers seeking the 
highest level of protection and 

peace of mind

Provides coverage for qualifying 
parts and labor during the 
agreement period. This option 
has strong perceived value, 
particularly for older systems, but 
also carries the greatest financial 
risk. Pricing must account for 
equipment age, expected failure 
rates, labor costs, and exclusions.
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Before setting a price, decide what role the agreement is expected to play in your business. Some contractors 
use service agreements primarily to create more customer touchpoints, generate replacement opportunities, 
and keep their technicians productive. Others expect the agreement itself to contribute profit and help cover 
the cost of delivering maintenance.

That decision affects everything from the membership price and included benefits to technician expectations 
and how the program’s performance is measured. Without a clear pricing philosophy, companies often set 
prices too low to support the program, raise them without adjusting the value, or change direction before the 
strategy has time to work.

Understanding Pricing Philosophies

Note: A service agreement pricing calculator can help you evaluate break-even, determine 
multi-year discounts, and overall financial impact.

• Technician Time — Travel and labor time

• Labor Burden — Payroll taxes, Workers’ 
Compensation, and Benefits

• Materials — Filters, Refrigerant Checks, 
and Consumables

• Sales and Renewal Expenses — Technician Commissions and Enrollment Spiffs

• Risk Reserve — Parts and Labor Coverage and Failure Rate Calculation

What Should the Price Cover to Keep Profit?
Target blended gross margin of 38%+ across year one 
(3 visits) and year two and on (2 visits). Under-pricing 
risk reserves is the main reason parts-and-labor 
agreements erode company profits.

Price at or near breakeven to maximize visit 
frequency. The financial return comes from 
replacement leads and accessory sales —

not the agreement fee itself.

Volume / Loss Leader Agreements

Price to achieve a defined gross margin 
target. The program is self-funding from

day one.

Best for: Companies that need immediate 
overhead contribution and are building

field upsell skills.

Best for: Companies with strong flat-rate 
systems and field sales discipline.

Margin-First Agreements

Neither is wrong. Choose one and stick to it. Oscillating between philosophies kills programs.

https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-1-service-agreements-maintenance-agreements-residential-markets/service-agreement-pricing-template-multi-year/
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Annual vs. Monthly Comparison Chart

Annual and monthly payment options can both work, but they affect cash flow, enrollment, renewals, and 
administration differently. Use this comparison to determine which structure best fits your program’s goals 
and operational capabilities.

Cash Flow

Factor Annual (up-front) Monthly

Collection Risk

Renewal Rate

Conversion Rate

Admin Burden

Pricing

Best For

Immediate – Full Year Up-Front

None

Higher (90+%)

Strong for Committed Buyers

Minimal

Base Price

Established Programs

Spread Over 12 Months

Failed Cards, Cancellations

Lower (Typically 75–85%)

Higher – Easier Entry Point

Requires Billing Automation

Price 15–20% Higher

Growing Enrollment

Offering Monthly vs. Annual Payment
Most successful programs collect payment up-front annually, but a monthly option can meaningfully increase 
conversion by removing the one-time cost objection. Here's are some things to consider:

• Eliminates Collection Risk — payment is 
made before service begins

• Strongest Cash Flow Impact — you 
receive the full year's revenue in
month one

• Higher Renewal Rates — customers who 
pay up-front are more committed

• Operationally Simple — no payment 
processing failures or dunning

• Industry Standard — good for 
high-performing programs

Annual (Up-Front) Monthly (Ongoing)

• Lowers Perceived Barrier — 
$19.99/month feels easier than $199 
up-front

• Can Increase New Enrollment — good 
for price-sensitive customers

• Higher Risk — failed payments and 
cancellations reduce effective
renewal rate

• Operationally Heavier — requires 
auto-billing setup and cancellation 
management

Example: $239/year = $19.99/month.
This is an ongoing monthly charge to recover 

added cost and risk.

Example: $199/year collected at point of sale.
This is one transaction with no follow-up.
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Setting Up a Seamless Monthly Agreement

• Automated Billing — use field management software or a third-party processor; never track monthly 
payments manually

• Payment Authorization at Sign-Up — require a credit card or
ACH authorization instead of sending invoices

• Failed-Payment Process — automatically retry the payment, send 
an SMS alert, and suspend service after 30 days past due

• Annual Price Anchoring — present the full annual value first, then 
offer monthly payments as a way to spread out the cost

• Separate Performance Tracking — monitor monthly and annual 
enrollment, cancellations, and renewal rates independently

Key Insight: Do not offer 
monthly billing without 
billing automation in place. 
Manual monthly tracking is 
one of the most common 
reasons service agreement 
programs collapse 
operationally.

Financial Benchmarks
A healthy service agreement program should be measured by more than total enrollment. Use these 
benchmarks to evaluate whether your program is generating consistent renewals, profitable maintenance 
work, and valuable replacement opportunities.

Agreements Per $1M in Residential Revenue

KPI Target

Annual Renewal Rate

Conversion Rate on Demand Service Calls

Replacement Lead Rate from Maintenance Visits

Replacement Close Rate on Maintenance Leads

Gross Margin – Maintenance Department

Service and Maintenance as % of Total Revenue

Average Annual Replacement Revenue per Agreement

1,000 – 1,500 (full-pay, up-front)

90+%

25 – 40%

1 in 5 calls (20%)

75+%

45 – 55%

25 – 30%

$700 – $900
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Seven out of ten customers 
offered a well-presented 
agreement say yes — when 
the offer is clear, the value is 
obvious, and the technician 
is trained to present it 
without hesitation.

Building a Successful Service Agreement 
Program
A successful service agreement program is built from the inside out. Sequence matters. The following 
five-step sequence helps you build the program in the right order to establish a proven internal process, 
execute a successful marketing strategy, and eventually scale your program. 

Step 1 — Build Internal Culture First

A service agreement program only works when the team understands it, believes in it, and presents it 
consistently. Build internal ownership first so every agreement sold is supported by a clear process for 
delivery, follow-up, and renewal.

• Appoint a Service Agreement Champion — one person owns the program's performance

• Monthly Technician Training — use regular coaching and role-play to 
build confidence and improve presentation skills

• Sales and Renewal Incentives — reward new enrollments and 
renewals while making results visible each week

• Built-In Sales Process — add the agreement offer to forms, invoices, 
and workflows so it is presented consistently

Step 2 — Launch with Demand Service Conversion

Before investing in external marketing, teach your team to present the agreement consistently on every 
eligible demand service call. This gives technicians a low-risk environment to practice the offer, gives 
managers real performance data, and begins generating enrollment immediately.

• Script a Repeatable Offer — give technicians a short script they can present naturally: “Most 
customers choose to protect this investment with a maintenance plan. Can I show you what that 
includes?”

• Technician-Level Tracking — measure conversion rates by technician from the first week to identify 
coaching opportunities

• Weekly Performance Reviews — discuss results during team huddles and reinforce what is working

• Clear Conversion Targets — aim for a 25–40% conversion rate; results below 15% usually signal a 
presentation or coaching issue, not a problem with the agreement itself

Note: Create a plan for bonus and tracking for your service agreement champion to create 
incentives to get new sign-ups.

https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-6-service-agreement-marketing/the-service-agreement-champion-plan-for-bonus-and-tracking/
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Step 3 — Configure Technology Before Launch

• Field Management Automation — set up renewal reminders, mobile agreement presentations, and 
real-time reporting before launch through a field management software

• AI-Powered Support Tools — use predictive replacement alerts, call recording and coaching, and 
automated review requests after maintenance visits

• Simple Digital Enrollment — add QR codes to invoices, trucks, and marketing materials so customers 
can sign up easily and quickly

Step 4 — Expand Through External Marketing (After 90 Days)

Once your team consistently converts at least 25% of eligible service calls, begin promoting the program 
beyond the home. Start with customers and audiences who already know your company before investing in 
broader acquisition campaigns.

• Customer Retargeting — use Google and Meta ads to retargets your 
existing customer lists and website visitors at a lower cost than targeting 
cold audiences

• Behavior-Based Email and SMS — trigger campaigns based on 
equipment age, previous service history, and upcoming 
maintenance needs to give your customers messaging that is 
relevant to them

• Installation Bundle — include the first year of membership with 
new system installations to begin the customer relationship 
immediately

• Neighborhood Outreach — promote the program through 
Nextdoor and local Facebook groups to reach nearby homeowners 
through trusted community channels at little to no cost

Step 5 — Add a Dedicated PTU Specialist as Enrollment Grows (300+ Agreements)

Once your program reaches approximately 300–400 active agreements, the maintenance workload may 
begin taking senior technicians away from higher-value service and sales opportunities. A dedicated PTU 
specialist allows the company to deliver agreement visits more efficiently while creating a clear path for future 
technicians. Customer Retargeting — use Google and Meta ads to deliver messaging relevant to
each customer.

Key Insight: Collect all agreements up-front. Full pay eliminates collection risk, improves 
cash flow, and meaningfully increases renewal rates.

Note: Understand service 
agreement marketing by 
reviewing letters, 
promotions, and 
messaging that lead to 
growing service agreement 
sign ups in the Contractor 
University library.

https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-6-service-agreement-marketing/
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Building a successful service agreement program requires more than choosing a price and asking technicians 
to sell it. Leadership must align on the strategy, the offer must be simple and profitable, and the team needs 
the right training, incentives, technology, and performance targets before launch.

The goal is not simply to sell more agreements. It is to build a program your team can deliver consistently,
your customers will renew, and your business can grow profitably.

The 12-Step Success Roadmap

Align on the Strategy
Choose a volume or margin-first pricing 
philosophy that leadership aligns on

#1

Price for the Full Cost
Account for labor, burden, materials, 
incentives, and coverage risk

#3

Assign Program Ownership
Pppoint a Service Agreement Champion with 
clear responsibilities and KPIs

#5

Configure the Technology
Set up billing, renewals, mobile presentation, 
and reporting before launch

#4

Prepare the Team
Train every technician and role-play the 
presentation before going live

#6

Add Capacity as Enrollment Grows
Evaluate a dedicated PTU specialist once the 
program reaches 300 or more agreements

#11

Launch Internally First
Focus on converting eligible demand service 
calls before marketing externally

#8

Expand Through Targeted Marketing
After approximately 90 days, begin promoting 
to past customers and qualified audiences

#10

Review and Adjust Annually
Update pricing as labor costs, staffing, 
benefits, and repair risks change

#12

Keep the Offer Simple
Begin with a PTU and an annual agreement

#2

Measure Performance Weekly
Monitor enrollment, conversion, and renewal 
rates by technician and across the company

#9

Create the Right Incentives
Reward new enrollments and
successful renewals

#7
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Try Contractor University Free Today!
Contractor University members receive access to service agreement marketing tools, pricing calculators, 
technician scripts and training materials, and implementation resources that support the strategies shared in 
this guide. These tools are designed to help you build a stronger offer, price it accurately, train your team to 
present it confidently, and create a program customers continue to value and renew.

If you are not yet a member, you can explore the platform with a 10-day free trial and see how the training, 
coaching, and courses can help you launch and grow a successful service agreement program.

Start a 10-Day Free Trial

Resource downloads and financial templates are available to full members only.

Contact Us for More Information
Call (866) 367-3442 or email memberservices@egia.org

Contractor University Member Resources 
for Service Agreement Program Planning

Service Agreement Pricing Calculator

Service Agreement Marketing Library

Service Agreement Champion Plan for Bonus and Tracking

Service Agreement Forms & Samples

Top 10 KPIs for Contractors

https://mycontractoruniversity.com/membership/join/?referrer=ServiceAgreementDownload
https://library.mycontractoruniversity.com/library/financial-principles-budgeting-and-kpis/4-3-benchmarks-metrics-and-key-performance-indicators-kpis-for-hvac/top-10-kpis-for-contractors/
https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-1-service-agreements-maintenance-agreements-residential-markets/service-agreement-pricing-template-multi-year/
https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-6-service-agreement-marketing/
https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-6-service-agreement-marketing/the-service-agreement-champion-plan-for-bonus-and-tracking/
https://library.mycontractoruniversity.com/library/service-agreements-tune-up-principles-residential-maintenance-agreements/11-3-service-agreements-residential-agreement-sample-forms-for-review/

