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Due to the recent catastrophic events of Hurricane Maria and Hurricane Irma
and the importance of the insurance industry in Puerto Rico, the Government of
Puerto Rico recently enacted Senate Bill No. 935 and House Bill No. 1330.

I.  Senate Bill 935: Credits for entering into reinsurance agreements with
international reinsurers

Senate Bill No. 935, which amends the Puerto Rico Insurance Code, Act No.
77 of June 19, 1957, as amended (the "Insurance Code"), adopts a revised version of
the "Credit for Reinsurance Model Law" issued by the National Association of
Insurance Commissioners ("NAIC"). These amendments establish the criteria to be
used by the Puerto Rico Insurance Commissioner ("Commissioner") to grant credits
to domestic insurers who enter into reinsurance agreements with international
reinsurers. Qualifying domestic insurers will be recognized a credit on their financial
statements for risks ceded to a reinsurer, either as an asset or a reduction of
liabilities.
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The Commissioner will acknowledge credits for reinsurance ceded by a
domestic insurer to an assuming insurer when it meets certain criteria, including
minimum capital requirements and being licensed to transact insurance or
reinsurance in at least one stateside jurisdiction. The purpose of Senate Bill 935 is to
ensure that an insurance company doing business in Puerto Rico has adequate
financial solvency and risk management against catastrophic risks.

II. House Bill 1330: Service Contracts Act

House Bill 1330 amends the Insurance Code to incorporate the Service
Contract Model Act issued by NAIC in 1997 due to the continued growth of the
service contract industry. Service contracts are generally defined as agreements for a
specific consideration or duration to perform repairs or maintenance of property. A
service contract provides coverage to a consumer when a covered product fails to
perform as originally intended. In particular, they are meant to bridge the
deficiencies that exist between a manufacturer's warranties and insurance policies.

By adopting the Service Contract Model Act, Puerto Rico will now have a
clearer legal framework regarding the definition of a service contract, its
requirements, and limitations. The House Bill provides guidelines that apply to
service contracts that are not deemed to be insurance policies and thus not subject to
the same rules.

Goldman Antonetti & Coérdova, LLC stands ready to assist as you and your
business adjust to Puerto Rico's regulatory and legal changes. If you need further
assistance in this area, please contact the following members of our firm:

Imari Martinez Ramos, Esq.
787.759.4103
imartinez@gaclaw.com

Francisco Dox Milldn, Esq.
787.759.4220

fdox@gaclaw.com

Carlos A. Rodriguez Vidal, Esq.
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787.759.4117
crodriguez-vidal@gaclaw.com

Myrna l. Lozada Guzman, Esq.
787.759.4149
mlozada@gaclaw.com

Thelma Rivera Laboy, Esq
787.759.4104
trivera@gaclaw.com

Arnaldo Villamil, Esq.
787.759.4148
avillamil@gaclaw.com

Disclaimer:

Although the information included in this document may concern legal issues, it is
not a legal opinion or professional advice and clients shall not use it as such. We
assume no responsibility or liability of any kind for any information contained
herein, and we expressly disclaim all liability for any claim for damages arising from
the use, reference to, or reliance on, such information. If legal or other expert
assistance is required, the services of a competent professional should be sought.

Goldman Antonetti & Cérdova, LLC | 787-759-8000 | www.gaclaw.com
Goldman Antonetti & Cdrdova, LLC, 250 Munoz Rivera Ave., Suite 1500, San
Juan, PR 00918 Puerto Rico
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