8§ 7903. Requirenents for doing business. (a) Notw thstandi ng any other
provision of this chapter to the contrary, the marketing, sale, offering
for sale, issuance, making, proposing to nake and adm ni stration of
service contracts by any provider, adm nistrator or other person, shal
be exenpt fromall other provisions of this chapter. A provider nay, but
is not required to, appoint an adm nistrator or other designee to be
responsi ble for any or all of the adm nistration of service contracts
and conpliance with this article. Notw thstandi ng any ot her provision of
this article, a provider of a service contract, as defined in paragraphs
two and three of subsection (k) of section seven thousand ni ne hundred
two of this article, shall, at least thirty days prior to the effective
date of an initial provider fee, or a change in a provider fee, file the
anount of the provider fee with the superintendent and such filing shal
be open to public inspection; and provided further that the provider fee
shall not exceed the amount filed. The requirenent to file the anmount of
the provider fee with the superintendent in this subsection shall not
apply to fees set forth in any agreenent to which an authorized insurer
is a party.

(b) Service contracts shall not be issued, sold or offered for sale in
this state unless the provider:

(1) provides a receipt for, or other witten evidence of, the purchase
of the service contract and a copy of the terns and conditions of the
service contract to the service contract hol der where the sal e takes
place in a retail store or other place of business. A copy of the
service contract in all cases shall be provided to the service contract
hol der within a reasonable period of tinme after the date of purchase of
t he service contract; and

(2) otherwise conplies with this article.

(c) I'n order to assure the faithful performance of a provider's
obligations to its contract hol ders, each provider who is contractually
obligated to provide service under a service contract shall conply with
one of the follow ng three paragraphs of this subsection:

(1) insure the performance of its obligations under all service
contracts pursuant to a service contract rei nbursenent insurance policy
i ssued by an insurer authorized to issue service contract reinbursenent
insurance in this state or procured by an excess line |licensee pursuant
to section two thousand one hundred ei ghteen of this chapter. Each



provi der nmay nmintain a nmaxi mumof five service contract reinbursenent

i nsurance policies insuring its service contracts actively offered. In
the event the provider fails to insure its obligations pursuant to this
paragraph or in the event that such insurance shall |apse or be

term nated, the provider shall conply with either paragraph two or three
of this subsection within forty-five days of the insurance |apse or

term nation;

(2) (A) maintain a funded reserve account for its obligations under
its service contracts issued and outstanding in this state, which
reserve account (i) contains reserves in an anmount not |ess than forty
percent of the gross consideration received upon the sale of, |ess
clainms paid under, all its service contracts then in force, but not |ess
than zero, and (ii) shall be subject to exam nation and review by the
superi nt endent; and

(B) place in trust with the superintendent a financial security
deposit, having a value of not less than five percent of the gross
consi deration received upon the sale of, |less clainms paid under, al
service contracts issued and then in force, but not less than fifty
t housand dol I ars, consisting of one or nore of the follow ng:

(i) a surety bond issued by an authorized surety;

(ii) securities of the type eligible for deposit by authorized
insurers in this state;

(iii) cash; or

(iv) aletter of credit issued by a qualified United States financi al
institution; or

(3) (A maintain a net worth or stockholders' equity of at |east one
hundred mllion dollars; and

(B) provide the superintendent with a copy of the financial statenents
of the provider, either on a stand al one basis or consolidated with its
consolidated affiliates, included in its or its direct or indirect
parent conpany's nost recent annual report on form 10-K or form 20-F
filed with the securities and exchange conm ssion within the | ast
cal endar year, or if the provider or its direct or indirect parent
conpany is not required to file such reports with the securities and
exchange commi ssion, a copy of the audited financial statenents of the
provider, either on a stand al one basis or consolidated with its
consolidated affiliates. If the net worth or stockhol ders' equity of the



provider, either on a stand al one basis or consolidated with its
consolidated affiliates, as shown in the foregoing financial statenents
is at | east one hundred mllion dollars, the provider shall be deened to
neet the requirenents of this paragraph and there shall be no

requi renent of a guarantee, reinbursenent insurance, or other form of
financial stability arrangenent. In the event the net worth or

st ockhol ders' equity of the provider, either on a stand al one basis or
consolidated with its consolidated affiliates, is not at |east one
hundred mllion dollars, or the net worth or stockhol ders' equity of the
provi der, as aforesaid, is not determ nable fromthe foregoing audited
financial statenents, the provider shall conply with paragraph one or
two of this subsection within forty-five days of becom ng aware of such
deficiency. If the provider's direct or indirect parent conpany's form
10-K, form 20-F, or audited financial statements are filed to neet the
provider's financial stability requirenent, then the parent conpany
shall agree to guarantee the obligations of the provider relating to
service contracts sold by the provider in this state.

(d) Premiumtaxes. (1) Provider fees shall not be subject to prem um
t axes.

(2) Premuns collected on service contract reinmbursenent insurance
policies shall be subject to applicable prem umtaxes.

(e) Service contracts shall require every provider to permt the
service contract holder to return the contract within at |east twenty
days of the date of mailing of the service contract or within at | east
ten days if the service contract is delivered at the tinme of the sale or
within a longer tinme period permtted under the contract. If no claim
has been made under the contract, the contract shall be void and the
provi der shall refund to the contract holder the full purchase price of
the contract. A ten percent penalty per nonth shall be added to a refund
that is not made within thirty days of return of the contract to the
provi der. The provisions of this subsection only apply to the original
pur chaser of the service contract.



