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STATE OF WASHINGTON 
OFFICE OF INSURANCE COMMISSIONER 

9 BENEFIT MARKETING SOLUTIONS LLC and 
BENEFIT SERVICES ASSOCIATION, 

10 NO. 14-0082 

II MOTION FOR STAY OF 
AMENDED CEASE AND DESIST 

12 ORDER 

13 Benefit Marketing Solutions ("BMS") and Benefit Services Association ("BSA") 

14 request a stay of the Amended Cease and Desist Order issued in matter No. 14-0081 until this 

15 Hearings Unit can determine the threshold legal issue of the Washington Office of Insurance 

16 Commissioner's jurisdiction and authority to regulate BMS and BSA. This Hearings Unit 

17 previously stayed the Amended Cease and Desist pending the Thurston County Superior 

18 Court's determination of the orc•s jurisdiction and authority, but the Thurston County 

19 Superior Court dismissed the case so that this Hearings Unit could decide the issue. This 

20 Hearings Unit has now set an expedited schedule for briefing cross motions for summary 

21 judgment and a hearing should the cross motions not be outcome determinative. 

22 RCW 48.04.020 allows this Hearings Unit to stay orders issued by the ore that are 

23 otherwise not automatically stayed. Here, the ore issued an Amended Cease and Desist Order 

24 that was not automatically stayed because it was made effective immediately. The Amended 

25 Cease and Desist Order would cause immediate and irreparable harm to both BMS and BSA 

26 if not stayed. The ore is simply seeking to ptmish BMS and BSA before they have had their 
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day in court and before the disputed threshold legal issue of the OIC's jurisdiction has been 

determined. 

PROCEDURAL AND FACTUAL HISTORY 

BSA is a not-for-profit Illinois corporation that provides membership programs in a 

number of industries. BMS is an Oklahoma limited liability corporation that administers 

BSA"s membership programs, including the RAC Benefit Plus membership at issue in this 

matter. The RAC Benefit Plus membership is made available to customers of Rent-A-Center 

in Washington and other states. Membership in RAC Benefit Plus entitles its members to 

benefits such as discounts in retail products and services including discounts in food, 

entertainment, and automotive industries and other benefits that would assist members were 

they to become disabled or unemployed. 

The OIC, through its designated representative Marcia Stickler, issued an Amended 

Cease and Desist Order on May 15, 2014 . On its face, the order requires that BMS and BSA 

cease and desist from engaging or transacting any tmauthorized business of insurance in 

Washington based upon the Insurance Commissioner's conclusion that plaintiffs have acted as 

"service contract providers" under RCW 48.110, et seq by providing a benefit called paid-out 

product service protection. The Amended Cease and Desist Order purports to not only prevent 

BMS and· BSA from continuing to sell the product in Washington state but also from 

providing the benefit to members that existed prior to the order. The order also requires BMS 

and BSA to notify all Washington residents who have purchased any "service contract" of the 

order. 

Counsel for BMS and BSA met with the OIC's designated representative and 

indicated that they would be requesting a stay of the order pursuant to RCW 48.04.020(2) by 

a letter to the designated representative. BMS and BSA formally requested the OIC stay the 

Amended Cease and Desist Order pending determination of the parties' jurisdictional 
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disagreements in Thurston County Superior Court. Declaration of Gulliver Swenson (filed 

with original Motion for Stay, Ex. A. The OIC denied this request on June 2, 2014. Jd, Ex. B. 

This Hearings Unit then granted a stay of the Amended Cease and Desist and stated: 

7. Washington State policyholders do not appear to be subject to 
5 substantial continuing risk as the result of a stay -- BSA has a lengthy· history 

of providing membership to Washington residents, apparently without 
6 administrative complaints, lawsuits, or other adverse consumer consequences, 

and a CLIP policy approved by the Oklahoma Department of Insurance 
7 appears to protect Washington State consumers. If Washington State 

policyholders appeared to be at substantial risk, my ruling would be different. 
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8. BMA and BSA have made a showing that significant adverse 
consequences to them would follow the failure to impose a stay, before they 
have had the opportunity to argue the merits of their position. If BMA and 
BSA did not appear to be likely to suffer substantial adverse consequences, my 
ruling would be different. 

Following the Order on Motion for Stay of Cease and Desist Order, the OIC sought 

reconsideration of the Order, and while the reconsideration was mooted by the Thurston 

County Superior Court dismissal, BMS and BSA provided additional briefing and a 

Declaration of Bradley Denison that provided: 

• A copy of the CLIP issued by Lyndon Southern Insurance Company; 

• The approval by Oklahoma of the CLIP; 

• The license granted by the Oklahoma Department of Insurance to Lyndon 

Southern. 

The reasons that existed above for granting the stay, exist now and to an even greater 
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extent because of the additional information provided in the Declaration of Bradley Denison. 

ARGUMENT 

A stay of matter No. 14-0081 is appropriate because (1). BMS and BSA are being 

punished by the Amended Cease and Desist Order before there has been a determination 

whether the OIC has jurisdiction to issue the Order or regulate BMS and BSA's activities, and 
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(2) a stay will benefit Washington consumers that are BSA members and will not lead to any 

possible harm. 

First, the OIC, BMS and BSA, and Thurston County Superior Court all agree that 

there is a legitimate good-faith dispute as to whether the benefit that is the subject of the cease 

and desist order is a "service contract" as defined by RCW 48.110. The benefit, called paid-

out product service protection, does not meet the statutory definition of a service contract 

because no additional consideration is provided by the customer and there is no specific 

duration for the benefit. This dispute is the subject ofBMS and BSA's defenses in this matter 

and will be further briefed in the cross-motion for summary judgment as well as the hearing, 

if necessary. The adjudication of whether the paid-out product service protection is a service 

contract will determine whether the OIC has jurisdiction to regulate BMS and BSA and issue 
12 

the Amended Cease and Desist Order. If the Hearings Unit determines that BMS and BSA 
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position is correct, the OIC will have lacked the jurisdiction and authority to enter the 

Amended Cease and Desist Order. 

The problem is that the Amended Cease and Desist Order is a punishment that is 

effective immediately and by the time the Superior Court has issued its declaratory judgment, 

BMS and BSA will have been significantly harmed. The Amended Cease and Desist Order 

requires BMS and BSA to cease selling "service contracts" to Washington consumers and 

provide every customer that BMS and BSA has ever had in Washington with a copy of the 

Amended Cease and Desist Order. This punishment irreparably harms BSA and BMS by 

significantly interrupting their Washington business and damaging their reputations among 
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their previous and existing members. This type of punishment should not be meted out until 

this Hearings Unit has determined that the OIC had jurisdiction to regulate BMS and BSA and 

issue the Amended Cease and Desist Order. 
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Second, a stay will not hann any Washington consumers; in fact a stay will protect 

Washington consumers and allow them to continue receiving a valuable benefit. As an initial 

matter, the allegation against BMS and BSA is that they failed to register as a service contract 
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provider. There are no allegations of fraud, deceit, misappropriation of funds, or acts that 

5 
would otherwise put Washington state consumers at risk of hann. Rather this is simply an 
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allegation of a technical statutory violation. 

Next, as the Declarations of Bradley Denison (which was filed with the original 

Motion for Stay and in response to the Motion for Reconsideration) further explains, there is 

no threat or likelihood ofhann to Washington consumers because: 

• The BSA membership has been provided to Washington residents since 2004 
without a single administrative complaint to the OIC or any other Washington 
state agency; 

• No lawsuits have been filed in Washington state against BMS or BSA; 

• The benefit at issue - the paid-out product service protection - is insured by a 
CLIP policy issued by Lyndon Southern Insurance Company, that protects 
Washington consumers from non-payment; 

• Lyndon Southern is an approved insurer by the Oklahoma Department of 
Insurance; 

• The CLIP policy is approved by the Oklahoma Department of Insurance; and, 

• No claims have ever been made by a Washington resident under the CLIP 
policy because the benefits owed to Washington consumers under the paid-out 
product benefit have always been provided by BMS/BSA. 

Not only is there no risk of harm were this Hearings Unit to order a stay, but 

Washington consumers would be harmed if the Amended Cease and Desist Order is not 
23 

stayed. There is no comparable product on the market that would allow Washington 
24 

consumers to protect their purchased goods. If the Amended Cease and Desist is not stayed, 
25 

the OIC will contend that not only are BMS and BSA prohibited fr.om providing the paid-out 
26 
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I 
product benefit to new members, but also that the benefit can no longer be provided to 

2 
existing members. A stay of the Amended Cease and Desist Order is necessary because, in 

3 
absence of a stay, Washington consumers will no longer be entitled to receive a benefit they 

4 
ate currently expecting if a stay is not entered. 

5 
Further, the stay is for a very short period of time now that a summary judgment 

6 
briefing schedule and hearing have been set. A stay is appropriate to protect BMS; BSA, and 

7 
Washington consumers, while simultaneously all owing a fair hearing process. 

8 
CONCLUSION 

9 
The ore's shoot first and ask questions later approach to this matter has created a 

10 
situation that begs for a stay. The ore should not be able to punish BMS and BSA prior to 

11 
adjudicating whether the ore even has jurisdiction to regulate BMS and BSA. For this 

12 
reason, and those stated above, this Hearings Unit should enter an order staying the Amended 
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Cease and Desist Order. 

DATED this 19th day of September, 2014. 
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Respectfully submitted: 

RYAN, SWANSON & CLEVELAND, PLLC 

BY J"'():-i'r.,..y="" 
Gulliver . wenson, WSBA #35974 
Attorneys for Benefit Marketing Solutions 

LLC and Benefit Services Association 

120 I Third A venue, Suite 3400 
Seattle, Washington 98101-3034 
Telephone: (206) 464-4224 
Facsimile: (206) 583-0359 
kindinger@ryanlaw.com 
swenson@ryanlaw.com 
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STATE OF WASHINGTON 
OFFICE OF INSURANCE COMMISSIONE:R 

BENEFIT MARKETING SOLUTIONS LLC and 
BENEFIT .SERVICES ASSOCIATION, 

N0.14-00S2 

DECLARATION OF BRADLEY 
DE~ISON 1N SUPPORTO:lf 
MOTIONFOR STAY oF 
AMENDED CEASE AND DESIST 

-•~--~--~--~----~----~~ORDER 
I, Bradley Denison, declare as follows: 

]. I am an Executive Viee President of Benefit Marketing Solutions, LLC · 

16 t'BMS"), 'Which is the subject of the Amended Cease and Desist Order issued by the 

17 Washington Office ofthe Insutimce Corrunissioner on May 15, 2014 . .I am competent to give 

18 this declaration and the statements_made herein are based upon my own personal knowledge 

19 and my reView orBMS's records. 

20 2. Atrue and correct Mpyofthe Amended Cease and Desist Orderis attached as 

21 Exhibit A. The Amended Cease and Desist Order is ''effective inrtrtediately" and will cause 

22 significant hat'rtl to Benefit Marketing Solutions, Benefit Services Association ("BSA'), and 

23 their Washington customers, if enforced. 

24 3. By way of background, BMS administers membership programs that are 

25 provided by BSA. One of the BSA membership programs is offered through Rent-A-Center 

26 ("RAC") stores in Washington state and is called RAC Benefits Plus. A RAC Benefits Plus 
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membership is offered to RAC customers who lease products from RAC stores located in. 

2 
Washington. The RAC Benefits Plus membership is offered to RAC customers as an 
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additional benefit upon the leasing of any product. The RAC customer may join RAC 

Benefits Plus for a period as short as a week, but the RAC Benefits Plus membership is 

renewable by the customer for as long as the customer Wflllts. RAC Benefits Plus members 

can terminate their membership at any time for any or no reason without charge or obligation, 

4. If RAC customers choose to continue membership in the RAC Benefits Plus 

membership after they acquire ownership of the rent-to-own products, those persons receive 

an additional benefit called "paid-out product service protection." It is simply an additional 

benefit of the RAC Benefits Plus membership at no additional cost or obligation to the 

member. The benefit provides a repair fllld replacement service for all RAC products that the 

RAC customer owns outright. The benefit is available to the RAC Benefits Plus member no 

matter how many RAC products they own. 

5. The· Amended Cease and Desist Order concludes that the paid-out service 

protection is a "service contract" fllld that BMS fllld BSA have failed to register as a service 

contract provider. As BMS understands it, its only alleged failure is that it failed to register 

with the OIC. The OIC has not made any allegations that BMS or BSA has done anything 

that in any way was intended to or could harm Washington consumers. 

6. BMS does not believe that the OIC has jurisdiction to regulate its activities in 
' ' 

the state of Washington because the paid-out product service protection is not a service 

contract and BMS has filed a Complaint for Declaratory Relief in Thurston County Superior 

Comi asking the Court to determine that the OIC lacks jurisdiction to regulate BMS and BSA 

or either entity's activities. 
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7. Prior to the. determination from the Superior Court of whether the OIC has 

jurisdiction aver BMS and BSA, BMS and BSA are forced to deal with the implications and 

impact of the Amended Cease and Desist Order. 

8. The Amended Cease and Desist Order purports to require :SMS and BSA to 

cease selling service contracts in Washington, which is intended to require· us to stop 

providing the paid-o11t product service protection as a benefit through the RAC Benefits Plus 

membership. It is unclear from the face Of the Order whether this would apply to only,new 

members or also to existing members that have ah·eady been provided the benefit as part of 

their membership or are cqunting on the benefit once they fully pay for the leased product. A . 

conservative reading of the Amended Cease and Desist Order would require BMS and BSA to 

stop providing the paid-out product p!'Otection l<l its existing members. 

9. To remove this benefit from the RAC Benefits Plus membership would 

weaken the package ofbellefits that are provided to Washington consumers. 

10. There is .not another product on the market that is comparable to the paid-out 

product protection, so Washington conslllllers WoUld not be allle to obtain an . exact 

replacement benefit ifBMSand !!SA can llo longer provide the paid-out product protection. 

11. The Amended Cease and Desist Order would also cause hmm to the existing 

RAC Benefits Plus members that are from Washington. There were approximately 13,022 · 

RAC Benefits PlUs members from Washington that enrolled in 2012 and 2013. The existing 

members were all provided with a rnemlletship that contained the paid-out product protection 

as a benefit. To pull this benefit from the Washington·members would be unfair to them ·and 

would undoubtedly damage BMS and BSA's reputation with its Washington members. As 

stated above, Washington members would not be able to replace the paid·out pt'oduct 

protection wlth a comparable product 
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12. The other provision of the Amended Cease and Desist Order that would cause 

significant harm to BMS and .BSA is the one requiring BMS to notifY its Washington 

members of the Amended Cease and Desist Order. This provision appears solely intended to 

harm BMS and BSA and there does not appear to be any legitimate pxotection that is provided 

to Washington consumers or the OIC by requiring BMS and BSA to notifY their customers 

ptior to a final adjudication of the issues in this matter. 

13. Were the ore Hearings Unit to stay the Amended Cease and Desist Order 

wblle BMS and BSA are seeklng an adjudication of the OIC's jm'isdlction, there would be no 

risk of harm to any Washington consumers. 

14. BMS has provided the RAC Benefits Pitts membership inWashington state 

sine~ 2004. Sjnce initiating the membership program, BMS has not received a single 

administrative complaint from· a Washington member related to RAC Benefits Plus; this 

includes no complaints to the OIC or any other Washington admiJiistrative agency .that BMS 

has been notified of. 

15. There has not been a single lawsuit initiated by a Washington consumer 

against BMS. 

10. AS it relates specifically to the paid-out product protection benefit, this 'benefit 

is inSU~d by a Contractual Liability 1nsuranoe Policy C'CLJP") thatis issued to the BSA 

membershlp association and insm·es the benefits of the pald-ou1 product pr()tection benefit for 

the RAC .Benefits Plus members fi'om non-payment. The CLIP is approved by the Oklahoma 

Department of Insurance. 

17. While·the CLIP does provide protection to the Washington consumers, no 

Washington consumer has ever had to make a claim under the CLIP because the benefits 

owed to the Washington consumers ha.ve always been paid under the paid-out product 

protection. 
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18. BMS and BSA also continue to provide the paid-out product protection to their 

members from other states that they offer membership programs. Continuing to provide the 

paid-out product protection to WashingtoJ\ members poses absolutely no risk ta those 

members and will continue to allow them to receive a significant and valuable benefit 6f 

being a RAC Benefits !>Ius member. 

I declare under penalty of perjury under the laws of the Stale of Oldahoma ahd 

W ashlngton that the foregoing is true and con·ect. 

DATED this 21'1 day of July, 2014 at Norman; Oklahom!l. 

DECLARATION OF BRADlEY DENISON· 5 

~~~ Ryan, swan·o·6il & Clevefand,·P.LLC 1201 Third Avonue, Sufht 3400 
Stt!!t'tfQ, WA 98101•3034 
206,464.422.4 1 FaK 206.583.0359 



"····----" · · ··----" -----~ -----·-"··---·-- ·-· ·- · ·-~~-- · --· ·--FfLEi~ ----: · 
•4 

lnlll SEP~/.\ !1: ··· ": 
1 

2 

3 

4 

5 

6 

7 

8 

' ' 

STATE OF WASHINGTON . 
OFFICE OF INSURANCE COMMISSIONER 

9 BENEFIT MARKETING SOLUtiONS Ltc mid 
BENEFIT SERVICES ASSOCIATION, 

NO. 14·0082 10 

11 

12 

DECLA:aATION OF BXU.l>LEY 
DENISON . . . 

13 I, Bradley Denison, declare as follows: 

14 1. I am an Executive Vice President of Benefit Marketing Solutions, LLC . 

15 ("BMS"), which is the subject of the Amended Cease and Desist Order lssu~d by the 

16 Washingtonbftlce of the !nsurance Commissioner on May 15, 2014. I atn con!]ietent to give _, - - ! 

17 this. declaration !l!ld the staternen!!; m~e herein ate based upon my own personal knowledge 

18 and my revieW ofBMS's.records. 

!9 2. Attached a~ Exhibit A is a true and con'\'lCt copy of the ContractuaiLlability 

20 Insurance Policy ("CLIP'') between Lyndon Southern InsuranCe Company and Benefit 

zl Services Association.· Should BMS fail to fulfill its contractual obligations to a Washington 

22 member, the CLIP Will provide the benefit or a cash payment directly to the consumer. 

3. The Lyndon Southern Insurruiae Com]iruiy CLIP was approved by the 

24 Oldahoma Department of Insurance on August 14, 20i2. Attached as Exhibit B is a true and 

25 oortect copy of the approval of the CLIP by the Oklahoma Depattrnentof!nsuranoe. 

26 
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4. Lyndon Southern Insurance Company has been approved by the Oklahoma 

Department of Insurance since July 15, 2005. A true and correct copy from the Oklahoma 

Department of Insurance website showing Lyndon Southern's status is attached as Exhibit C. 
1 

I declare under penalty of perjury under the laws of the State of Oklahoma and 

Washington that the foregoing is true and correct. 

DATED this :i!!!_ day of September, 2014 at Nt:i q~A.It r! 

r 
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EXHIBIT A 



LYNDON SOUTHERN INSURANCE COMPANY 
Administrative Office: 10151 Deerwood Park Boulevard, Building 100, Suite 500, JacKsonville, FL 32256 

(800) 688-2738 
A Stock Insurance Company 

CONTRACTUAL LIABILITY INSURANCE POLICY 
. DECLARATIONS 

POLICY NUMBER: BSAIBMS 

. NAMED INSURED and ADDRESS: 

Benefit Services Association 
900 361

h Ave NW; Ste 105 
Norman, OK 73072 

THE NAMED INSURED IS A: 

' 

ADMINISTRATOR NAME ilfld ADDRESS; 

Benefit Services Association 
900 361

h AVe NW: Ste 1 05 
Norman, OK 73072 

D Individual D Partnership X Corporation D Joint Venture 0 Other_.--~---

POLICY TERM: 

FROM: October1, 2012 TO: Autornatlcaily renewed for successive twelve (12)month terms. 

12.01 AM Standard Tlmeat 1M address of the Named Insured as stated herein. Automatically renewed 
lor successive twelve (12) month terms. 

LIMIT OF LIABILITY: 

The Company's maximum llablflty with respect to a particUlar Designated Contract lsllmfted to and shalinotexceed the 
Named Insured's Contractual Obligation limits described wl!hln each Designated Contract •. Once the limit of liability has 
been paid, our obligation to relmburs() the Named Insured for a Designated Contact loss shall cease. No other obligations 
or llabJJitles that may arise under a Designated Contract ara Insured against underthis Polley. 

RATES: 
See attached Rate Pages. 

ENDORSEMENTS AND DESIGNATED CONTRACTS: 

Endorsements: Designated Contracts: 
See Schedule A 

~--~·-·--~~----~~--~~~--~------~----~----~-J 
WARNING: Any person who knowingly, and with Intent' to InJure, defraud or deceive any Insurer, makes any 
claim for the proceeds of an Insurance policy containing any false, Incomplete or misleading Information Is guilty 
of a felony. 

This Declarations Page, together With the Polley Coverage Form and any Endorsements attached hereto, lorm a part of 
and complete the above numbered Polley. . 

' LL-DC-CLIP-OK 
Page 1 
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lYNDON SOUTHERN INSURANCE COMPANY 
Adminla.tratlve Office: 1 0151 Deerwood Park Boulevard, Building 1 oo, Suite 500, Jacksonville, FL 32256 

(800) 888·2738 . 

CONTRACTUAL LIABILITY INSURANCE POLICY 
LYNDON SOUTHERN INSURANCE COMPANY, hereinafter called the Company, in consideration of the payment of the 
premium, In reliance upon the statfi1ments In the Declarations made a part hereof, and subject to all the terms of this 
Policy, agrees with the Named Insured In the Declarations as follows: 

INSURING AGREEMENT 

Coverage 

Definitions 

Company: LYNDON SOUTHERN INSURANCE COMPANY. 

Contractual Obligation: The Named Insured's obligation to properly provide the services and/or amounts the Named 
rnaullld l!i ll\lnfflll.ltuai!Y !lbiiQatl!CI jl) pay pursuant to 11\~ pt(Jvlslons of lhli1 Designated contract. No other obligations or 
)l!lblllll!!~ lhatmay a~illl from a flasl!:)nal!ld tlQfitfact lll'&.lr\sllrad by this Polley. See Exclusions. The amounts of a 
<:iooti!llifua1 ObiiSiulon ~Mll nl)l I)Jiceel:i 1fn11labHitY pro\tld!l(f un(lera Designated Contract. 

Deductible: ihe amount thai shall be d~ducted from. each Loss that Is assumed by the Named Insured or the 
Designated Contract Holder as set forth In the Designated Contract. 

Deslgn11ted Conttllct: A contract described In the Declarations anclissuedby the Named Insured while this Polley Is In 
force on a form approved In writing by the Company and for which the proper premium Is timely paid. 

Designated Colltract Holder: The Individual or entity that Is issued a Designated Contract or someone who has 
qualified as a transferee under the terms of the Designated Contract 

Deslgn~ted Contract Holder Claim: A olalm by a Designated tlonlrijct Holder, which constitutes a Contractual 
Obligation. 

Loss; Expenses actually incurred by the Named Insured or on behalf of the Named Insured In the performance of a 
Contractual Obligation. 

Named Insured: The person(s) or organizatiOn listed as the Named Insured in the Declarations. · 

Named Insured's Claim: A claim by the Named Insured tor benefits under thrs F'olicy based on a Contractual Obligation. 

Policy: This Contractual Liability Insurance Polley as furnished by the Company to the Named Insured. 

LIMITS OF UAEIILITY 

The Company's maximum liability with respect to a partlclllar Designated Contract Is limited to and shall not exceed the 
Named Insured's contractual Obligation limits described within each Designated Contract. Once the limit of liability has 
been paid, our obligation to reimburse the Named Insured for a Designated Contact loss shall cease. No other obligations 
or liabilities that may arise under a Designated Contract are insured agalnst under this Polley. 
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mJ:USIQNS 

This Polley does not Insure tor any obligation or liability othelthana Contractual Obligation and does not apply to: 
1. liability for bodilY Injury, sickness, disease or death of any person, negli9ance or any and all consequential, Incidental 

and compensatory damages, Including extra-contraot.ual damages. arising from performance by the Named Insured, 
the Named insured's agents, or employees under an Designated Contract; 

2. any and all obligations and liabilities which may arise by virtue of performance under an Designated Contract by the 
Named Insured or anyone else; 

3. breach of any and all lmplled warranties of merchantability; 
4. breach of any and all Implied warranties of fitness; 
5, any and all liabilities for negligence: 

·e. any and aU liabilities for defective producjs, Including strict liability; 
7. any and all liabilities or obligations extending to anyone other than the Oeslgnated Contract Holder; 
8. any and all obligations, llabliltles or claims ol the Named Insured arising from any fraudulent, dishonest or criminal act 

of the Named Insured or his agents or eml)loyees 
9. any duty to defend the Named Insured In any lawsuit or other judicial or administrative proceeding Involving the 

Named Insured: 
10. labor and/or parts performed by or on behalf otthe Named Insured arising out of work or any portion thereof, or out of · 

materials, parts or equipment, as a result of recall by the manufacturer or dealer . 

. CONDITIONS 

1. Reporting of Designated Contract: Within thirty (30) days alter the. date on which a Designated Contractwas 
Issued and reported to the Named Insured, the Named Insured shall report the number of Issued Designated 
Contracts In the format set forth by the company and forward to the Company, or Its designated agent, the proper 
premium. All premiums shall be computed In accordance with the Company's rules, rates and rating plans, premiums 
and premiums applicable to the.lnsurance afforded herein. 

2. Premium Determination: The premium for each Designated Contract shall be determined In accordance with the 
scheduled rates attached hereto and made er part hereot; • 

3, Notl<:e of ·Named Insured's Claim: When a beslgnaled contract Holder makes a Designated Contract Holder 
Claim, prior to undertaking any performance under a Designated Contract, the Named Insured shall notify .fhe 
Company or Its auiilorlzed agent of the Designated Contract Holder Claim,. supplying particulars of thE1 claim. ·One 
hundred percent (100%) ofthe claim exposure" Is covered by the policy. · 

4. PrJor AuthortzaUon: The Named Insured shall not undertake any performance under a be$1gnatedContract without 
first receiving authorization to perform from the Company. or Its authorized agent, and after giving proper notice of the 
Named Insured's claim. 

5. Proof of Loss: As soon as practicable (but, In any event, not later than 30 days after the Loss), .the Named Insured 
shall give to the Company written proof Of Loss, under oath If required, Including lull particulars of the nature and the 
extent of the Loss and otherdetalls entering Into the determination of the amount payable .. The Named .Insured shall 
submlttoexamioatlon under oath by any person named by the Company and subscribe to same, as often as may 
reasonably be required. Proof of Loss shall be on forms furnished by the Company unless the company snail have 
failed to furniSh such forms within 15 days after receiving notice otclalm. 

6. Inspection Pnd Audit: The Named Insured shall keel) complete records and accounts of all transactions pertaining 
to Designated Contracts and Warranties: The Company shall be permltled but not, obligated to Inspect at any 
reasonable time the Named Insured's premises, books and records as they pertain to coverage under this Polley. 
This right shall exist so long as Designated Contracts and Warranties are outstanding .. Neither the Company's right to 
make Inspections nor the making thereof nor any report thereon shall constitute an undertaking, on behaff of or for the 
benefit of the Named Insured or others, to determine or warrant that such property or operations are safe or healthful, 
or are In compliance with any law, rule or regulation. 
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Action Against ihe Company: No action shall lie against the Cornpany unless, as a condition precedent thereto, there 
shall haVe been full compliance by the Named Insured or any Additional Insured with all of the terrns of this Polley and 
until the amount of the Named Insured's Loss shall have been finally determined either by judgment against the Named 
Insured after trial or by written agreement of the Named Insured, the Designated Contract Holder, and the Company, Any 
person or organization or the legal representative thereof who has secured such judgment or written agreement shall 
thereafter be entitled to recover under this Polley to the extent oj the Insurance afforded by !his. Polley, No person or 
organization shall have any right under this Polley to join the Company as a party to any action against the Named 
Insured to determine the Named Insured's .liability, nor shall I he Company be Impleaded by the Named Insured or his 
legal representative. Bankruptcy or Insolvency of the Naml;lq JhW!Gd tlr. of .1h!l Named llls\Jtl;ld~s !l.state shall not relieve 
the Company of any of Its obligations under this Policy. Thii'CO!llpl!nY llh!lll admlnls!etlilnd pay a!! claims and refunds In 
ab. oordance with the Designated Contracts or. Warrants ls.!lll. eq prior to ~!I<:~ ban~rupJoy or l!ll!olvency and fol which 
premium was paid. Actions ag.alnst the Company will be limited It~ 5 years following tllilll! of Lcr!lit. In the event that the 
service warranty association is unable to fulfill its obligation under contracts Issued ln th~ sl~lll fqr any reason, Including 
insolvency, bankruptcy, or dissolution, the contract liability Insurer Wilt pay losses and Un!llll'naEI premiums under such 
plans directly to the person making a claim under. the contract. The Insurer Issuing the contractual liability policy sball 
assume lUll responsibiiHy for the administration of claims In the event of the Inability of the association to do so; 

GENERAL PROVISIONS 

1. Named Insured's Representations and Declarations: By acceptance ollhls Polley, the Narned Insured agrees that 
the statements in the Declarations are his agreements and representations, that this Policy Is Issued In reliance upon 
the truth of such representations and that this Policy embodies all agreements existing between himself and the 
Company or any Of Its agents relating to this insurance. 

2. Cancellation: 
A. Cancellation by the Named Insured: .. . . 

The Named Insured has the right to cancel this Polley with respect to Designated Contracts not yet fn effect by 
surrendering the Policy to thE) Company or any of lis authorized agents or by mailing to the Company, at the 
address shown on the Declarations page, advance written notice of Its Intent to cancel this Polley and stating the 
date cancellation will be effective. 

B. Prospective Cancellation by the Company: 
1) The company has the rlghtlo canoeUhls Polley at any time and for any reason within the first 60 days. The 

Company shall mall written notice of cancellation to the Named Insured prior to the effective date of 
cancellation of the Policy, which has been In force 60 days or less. A specific explanation for cancellation 
shall be given. 

2) After this Polley has been in effect for more than sixty (60) business days .or after the effective date of the 
renewal, a notice of cancellation shall not be Issued by the Company unless It Is based on at least one of the 
following reasons with at least ten (60) days notlcl! to the Narned Insured; 
a. Nonpayment of premium; 
b. Discovery of !laud or material· misrepresentation In the procurement of the Insurance or with respect to 

any claims submitted thereunder; · · 
c. Discovery of Willful or reckless acts or omissions on the part altha Named Insured which Increase any 

hazard insured against; 
d. The occurrence of a change In the risk whiCh substantially Increases any hazard Insured against alter 

Insurance coverage has. been Issued or renew.ed: ., 
e. A violation of any local fire, health, safety, building, or construction regulation or ordinance with respect to 

any Insured property or the ocpupancy thereof Which substantially Increases any hazard Insured against: 
f. A determination by th<:l Commissioner that the continuation of the policy would place the Company In 

violation of the Insurance laws of this state; 
g. Conviction of the Named Insured of a crime having as one of its necessary elements an act Increasing 

any hazard insured against: or 
h. Loss of or substantial changes In applicable reinsurance. 

S) All notices of cancellation shall .be In writing and shall be mailed to the last mailing address known by the 
Company lor the Named Insured. Proof of mailing of notice of cancellation shall be sufficient proof of notice. 

4) The Company shall mall written notice of cancellation far nonpayment of premium 10 days In advance prior to 
cancellation. The. Named Insured shall be allowed 10 days from receipt of the notice of cancellation due to 
nonpayment of premium to cure such nonpayment. · 
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(:. Retrospective Cancellation by the Company: 
The Company may not oancelthls Policy with respect to Designated Contracts that are In effect on the date of 
cancellation. In the event of cancellation of the Polley by the Named Insured or Company, there wlllbe no tepder 
of unearned premiums. The Company will remain liable for losses covered by the Polley until expiration of the 
Designated Contracts covered by this Polley. 

' 
3. Non Renewal by the company: Tha Company has the tight to non-renew this Policy effective on any annuall"ollcy 

anniversary date. All notl.ces ol non-renewal shall be In writing and shall be mailed to the Named Insured at the la.st 
mailing address know to the Company, at least so days prior to the effective date of the non-renewal and shall proVIde 
a specific explanation of the reasons for noncrenewal. Proof of mailing ol notice of nonrenewal shall be sufficient 
proof of notice. If notice Is given by mall, said notice shall be deemed to have been given on the day said notice Is 
mailed, If the notice Is mailed less than 60 days before expiration, coverage shall remain In effect until 60 days after 
notice Is mailed. 

4. Subrogatton: In the.event of any payment by the Company under.thls Polley, the Company shall be surrogated to all 
ot thil.Named Insured's rights of recovery therelore against any person or organization, and the Named Insured shall 
execute and deliver Instruments and papers and do whatever Is necessary to secure such rights. The Named Insured 
shall do nothing to prejudice such rights. 

5. Assignment: Assignment of Interest under this Polley shall not bind the Company unless Its eonsent Is endorsed 
hereon. No liability of the Company shall exist under this Polley unless the assignment Is accepted and the Polley Is 
endorsed. Insurance provided under this l"olloy shall not Inure, either directly or Indirectly, to any bailee or other third 
person. 

6. Changes In the Polley:. ·No waiver or change of the tetms of this Polley shall be made except by endorsement 
Issued to form part of this Polley and signed by a duly authorized representative of the Company. Notice tD any agent 
or knowledge possessed by any agent or by any persDn shall not affect a waiver or change In any part of this Polley or 
slop the Company from asserting any right under the terms of this Polley, . · · 
The Company shall give to the Named Insured at the maVIng address shown on this Polley, written notice of premium 
Increase, redUction In limits, or reduction In coverage at least 45 days prior to the expiration date of the policy. It the 
Company falfs to provide such notice, the, premium, limits, and coverage provided to the Named Insured prior to the 
change shall remain in effect until notice Is giVen or until the effective date of replacement coverage obtained by the 
Named Insured, whichever first occurs .. If notice Is given by mail, said notice shall be deemed to have been given on 
the day said notice Is mailed. If the insured elects not to renew, any earned premium lorthe period ot extension of the 
terminated policy $hall be calculated pro rata at the lower of the current or previous year's rate. If the Nallled Insured 
accept$ the renewal, the premium increase, If any, and any other changes shall be effective the day following lhe prior 
policy's expiration or anniversary date. 

7. Territory: ,This Polley applies only to Losses whichoccur While the Item covered by a Designated Contract Is within 
the United States of America, Its territories or possessions. 

8. Recoveries: All amounts recovenld by the Named Insured lor which he has received benefits underlhls Polley shall 
belong to and be paid to the Company by the Named Insured up to the total amount of benefits paid by the Company. 

9. Other lnsuranc&: If the Named Insured has other insurance against a Contractual Obligation covered by this P~Iioy, 
the Company 11hall not be liable under this Polley for a greater proportion of such Contractual Obligation than the 
applicable limit of liability of this Polley bears to the total applicable limit of liability of all valid and collectible Insurance 
against such Contractual ObllgatlorT. 

IN WITNESS WHEREOF, the Company has caused this Contractual Liability Insurance Policy to be signed by its 
President and Secretary. 

Secretary President 
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