Why Do Extended Warranty Companies Request Invasive Inspections?

Extended warranty companies often require invasive inspections of engines or transmissions to pinpoint the exact cause of
failure. These inspections, which may involve dismantling major components, are their way of deciding whether the repair falls
within the specific terms of their coverage. However, it's important to understand how these companies operate and why many
claims are denied.

How Extended Warranty Companies Make Money

Extended warranty companies make a profit by charging customers for contracts and then paying out as few claims as possible.
They write contracts in very specific terms, including detailed exclusions, to give themselves many opportunities to deny claims.
While they advertise peace of mind, their business model relies on saying "no" to repairs whenever possible.

How Claims Are Denied
Warranty companies often deny claims for the following reasons:

e Non-Covered Components: Many parts of a vehicle, such as seals, gaskets, fluids, wearable parts, and certain internal
components, are excluded from coverage. If a non-covered component causes the failure, the entire repair claim can be
denied.

e Lack of Maintenance Records: They may require proof that all routine maintenance was completed on time. Missing
even one oil change or service interval can void your claim.

e Neglect or Misuse: If they can argue that the failure was due to neglect (e.g., driving with low oil) or improper use (e.g.,
towing beyond capacity), they will often deny coverage.

e Pre-Existing Conditions: They might argue that the issue started before you purchased the warranty, which makes it
ineligible for coverage.

e Vague Wording: Contracts often include loopholes or vague terms, allowing the company to interpret them in a way that
benefits their denial process.

Why the Inspection is Required
Warranty providers want to verify that the failure is caused solely by a covered issue. For example:

e If your transmission fails but the failure is traced back to a leaking seal (which is not covered), they will likely deny the
entire claim.

e If an engine component fails due to sludge buildup from missed oil changes, they can reject the claim, citing neglect.

This is why they require a complete tear-down of the component — to ensure they can find any reason to avoid paying for
repairs.

What You Should Know

1. Costs You May Be Responsible For:
o Even with a warranty, you may need to pay for items the warranty doesn’t cover, like seals, fluids, or shop
supplies.
o If the warranty denies the claim, you’re responsible for paying for the repair and/or reassembling the vehicle.
2. Be Prepared:
o Keep detailed records of all vehicle maintenance and repairs.
o Understand what your warranty covers and, more importantly, what it excludes.
3. The Reality:
o Extended warranties often give the impression of full coverage but are designed to limit their liability.
o They require invasive inspections to ensure repairs meet strict guidelines, often with the goal of denying claims
rather than approving them.

Understanding how extended warranty companies operate can help you make informed decisions about whether they’re worth
the investment and how to approach claims if issues arise.



