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A BUYER'S GUIDE:

choosing the right extended
warranty for your vehicle
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Today, more people are opting to adventure in their same car longer as a
smart way to protect their nances. And those who previously relied on ride
share or public transportation are buying used cars 22% more than in 2019,
according to Edmunds.

If you nd yourself with an expired or soon-to-expire vehicle warranty, you
might be worried that a major mechanical breakdown may break your bank.
While paying a monthly amount that ts your nancial situation might be a
great way to go, extending your car’s coverage comes with many questions.

At olive™, we’ve got your back when it comes to understanding your vehicle
coverage options! So, what are your choices and how do they vadixe?

is here to provide you with answers to 12 questions to ask before making a
purchase decision so you can adventure on with peace of mind!



what are my choices for extending
the coverage on my vehicle?

Extending your vehicle coverage is not one size ts all so it's important to understand the available
options. The rst thing you should know is that when you purchase an “extended vehicle warranty,” you
are actually buying a “Vehicle Service Contract” (VSC) or “Mechanical Breakdown Insurance” (MBI).

vehicle service contract (VSC)

A vehicle service contract is a paid plan that helps cover the costs of
* any repairs needed once the manufacturer warranty has expired. As your

vehicle ages, the likelihood of it needing repairs rises. The biggest bene t of
obtaining a vehicle service contract is the potential savings on unforeseen
repairs for a car that is no longer covered by a factory warranty.

mechanical breakdown insurance (MBI)

Another type of vehicle breakdown coverage is mechanical breakdown
insurance (MBI). While this type of coverage is similar to a vehicle
service contract, the di erence is that mechanical breakdown insurance
is actually an insurance product as opposed to a warranty or service
contract and is regulated by the Department of Insurance.

Depending on your state, and its regulatory approach to such products,
you may be o ered MBI as an alternative to a vehicle service contract.



how do | know If a company is “good”?

The company responsible for paying any of your claims is not always the company you purchased
your warranty from. It is important that the coverage administrator for your policy is insured and
well-funded with a solid nancial history. You can validate nancial strength ratings oM. Best
Standard and Poor’sandFitch Group

what is the company’s reputation?

It is important to do some due diligence. Are they registered with the BBB? What do their reviews and
ratings state? Rating sites like the Better Business Bureau and Google or Yelp will represent how the
business is likely to interact with its customers and will give a combined score based on customer reviews.

BBB ratings are still the toughest to get and are determined by external factors like: complaint

history, time in business, transparent business practices, failure to honor commitments, licensing

and government actions, and known advertising issues or false claims. Reviews on Google and Yelp
are well regulated but can be faked, so read with caution. See how the company treats its customers
and responds to complaints as well as compliments. Look at the reviews the same way you would for a
restaurant or movie.

PRO TIP:Don’t be shy about asking your friends if they know of
someone they would recommend. If they have a bad experience, &
least you will have an idea of who to avoid.



http://www.ambest.com/home/default.aspx
https://www.standardandpoors.com/en_US/web/guest/home
https://www.fitch.group/

which coverage plan is best for me?

Before selecting a company that will give you peace of mind and protection from major vehicle
repair expenses, review their coverage plans. Selecting the right plan depends on your needs.

The best companies will give you options for coverage. This will allow you to be flexible when it
comes to price and to secure the coverage you need.

COVERAGE OPTIONS:

powertrain coverage (basic coverage)

Powertrain level of coverage generally covers all of the most expensive items, including every
lubricated part of your transmission and engine. It also covers other expensive repairs like water and
oil pumps, thermostat, and factory turbocharger. A powertrain vehicle service contract gives you the
peace of mind that your drivetrain is covered wherever you travel.

comprehensive coverage (a full coverage plan that covers almost everything)

Comprehensive coverage is similar to the manufacturer’s warranty on a new car. The parts that wear
down regularly, such as brake pads, are covered by you. However, the unexpected parts that just “break
or malfunction” are covered by most comprehensive coverage plans. Comprehensive coverage is so
extensive; it's typically easier to tell you what is excluded vs. what is included.

something in-between

Many plans are somewhere between Powertrain and Comprehensive. Middle of the road plans cover
more than just the major parts but typically exclude things like electrical. Common parts included
in this coverage level are power steering, front suspension, brakes, and air conditioning components.

Keep electronic components in mind. Not all coverage plans cover
the latest computer chips and sensors. Watch out for the exclusi@ns.
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do they offer different -
deductible options? .

Some companies will let you decidé-'your limit for ofﬁ:’é'ﬁpocket expenses by choosing the deductible
that best ts your wallet. The more the deductible, the less overall cost for the warranty. Look out for
deductible classi cations. Some auto warranty companies charge a deductible for every “repair item”
instead of every “repair visit.”

repair item

Means you pay the deductible on every repair item. If you have a $100

= deductible and have 3 covered repair items xed, you will pay $300 to get
o/ﬂ‘ your car serviced.

o1l

repair visit

Means you only pay the deductible one time and any covered repair items
found are repaired during your visit. If you have a $100 deductible and have 3
covered repair items xed, you will only pay $100 to get your car serviced.

PRO TIP:To save money each month, choose a higher deductible.
Then, set $500 aside in the bank, earning interest while having
it ready for breakdowns.



what is included in the price?

We suggest getting quotes from more than one Watch out for unnecessary add-ons that are
company and comparing prices, plan options, often added to an MBI/VSC cost to avoid paying
terms, and deductibles. While doing so, make for redundant services. For example, most people

sure to note the ease with which you found already have roadside assistance through their
your information.The easier information is to auto insurance policy, so it is unnecessary to
nd, the more transparent the company. have it in their extended cove[age.
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A company that gives a lot of the information
upfront and has approachable customer service
when buying is more likely to o er the best
extended coverage. You don’t want to try calling \ -
a company in a crisis that was hard to get a Y
hold of when you were o ering them money.

During your search, get an itemized cost list
for coverage, revealing how long your rate
lasts. This way you avoid limited-time quoted
rates and surprise cost increases. It also
makes it easy to establish the particulars of
the coverage in a dollar-for-dollar fashion.

Do they charge extra fees for processing or
payment options? Some companies will nickel
and dime you to a higher payment.

PROTIP: Make sure you know what you are buying. You're the one
driving; don’'t get taken for a ride. If you call and speak to someone, ask
for all of the pricing options to be emailed to you. That way, you can
compare it to other options and make the right choice for you.

O



do they offer flexible payment options?

When you are at the dealer, you are usually o ered the option of rolling the cost of the MBI or VSC
into your auto loan. If you are comfortable with the price they are charging for the coverage, it can
be a convenient way to go. Keep in mind that nancing your coverage over your loan’s life increases
your coverage cost overall.

if you don’t buy it from the dealer you have a few options:
o Pay for the plan in its entirety

o Pay a down payment, and then a smaller amount monthly

o Pay-as-you-go with evenly distributed monthly payments for the term of the plan

One of the major advantages of many pay-as-you-go plans is the ability to cancel any time. If you sell
your car, need to cut back on expenses, or just don't feel you need the coverage anymore, make sure
the company you select allows you to cancel at any time.

if you have monthly payments, know the terms of your contract.
o Is the price xed for the life of your contract?
o If you cancel early, do you owe the balance?

o Usually if a monthly plan is in place, your payment is FIXED for the term.
Make sure to watch for rises in price throughout the term.

@ PRO TIP:Look for flexible companies with payment and cancellatic

options that fit your budget and needs in the long-term. Know yo
plan and how to get out of it if the need arises before buying.




Many extended vehicle coverage plans (MBIs and VSCs) have a yearly limit on the miles you can
drive and still be covered. Many standard packages only cover 10,000 miles/year; they may o er
more expensive packages to cover more miles.

The average person drives 13,500 miles/year. If you drive the average amount or more, look for plans
priced on total odometer mileage coverage vs. annual mileage restrictions.

PRO TIP:Make sure you understand how many miles you can driv
in a year, for how many years, and the total mileage allowance of

the contract. We always recommend reading sample Terms and
Conditions, so you know the ins and out of each plan.




Is there a
waiting period
or inspection
required?

Most MBI and VSC programs have a 30 day or
1,000 mile waiting period or require a vehicle
inspection to check for any pre-existing
conditions. It seems fairly reasonable, but

if something happens during that time, you

will not be covered. Look for plans that will
provide coverage as soon as possible.

A good MBI/VSC company will treat you
fairly and expects to be treated fairly and
honestly by their customers in return.
Companies that don’t require a waiting
period or inspection work closely with repair
facilities to ensure an early claim is not a
pre-existing condition. For example, if you
had your car towed to a shop, purchased a
plan after the tow, and then turned in the
claim, you will likely be denied the claim.

PRO TIP:Know your waiting period and remember pre-existing
conditions are not covered.
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where can | take my car to be fixed?

An important item to note is the coverage area and, if traveling, where you can take your vehicle.
Most companies o er coverage across the US and Canada.

Reputable MBI/VSC companies allow you to take your car to any certi ed repair shop. Since mQ$t
repair shops are approved, you have a large number of mechanics, dealerships, and garages t
choose from whether you are commuting in your local area or traveling far from home.

Unlike collision insurance that typically reimburses you for the repair costs, with most MBI/VSC
plans, you are only responsible for your deductible and non-covered items. This means you directly
pay the approved auto shop your deductible and cost of non-covered parts. Then, the auto shop
works with the coverage provider for the remaining bill.
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PRO TIP:Make sure you have options for taking your car somewhere
other than where you purchased it.
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IS my plan transferable?

If there is a good chance you may want to sell or trade in your car within your coverage time frame,
make sure the coverage is transferable. As long as the buyer agrees to take over the payments, you
have the green light to transfer! And, better yet, nd a company that doesn’'t charge a transfer fee.

When selling your vehicle, o ering the option of extended coverage with the purchase may get you

a better price and an easier sale. Plus, the new owner knows that any issues that had occurred

when you owned the vehicle were likely handled immediately due to your coverage. The payment you
secured when you started the policy will be intact for the entire term.
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PRO TIP:Change happens. Find out how flexible your plan is to make

@ sure you're never stuck. Ensure you can cancel anytime and transfer
your coverage with the vehicle.
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does my vehicle qualify for coverage?

Not all vehicles can be covered due to the vehicle’s age. Additionally, there is often a mileage
restriction that can determine coverage. Fortunately, you can do your research and get a quote to
determine if your car is quali ed. Remember, some companies require an inspection to activate the
policy, so keep this in mind if you are looking for fast coverage.

If your car does qualify, be knowledgeable about how long your vehicle will be covered. Many policies
will protect your vehicle for a set amount of years to the predetermined mileage restriction or model

year, whichever comes rst.
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PRO TIP:Take the time to determine if the cost
of coverage is right for your car.


















