Government of Puerto Rico

OFFICE OF THE COMMISSIONER OF INSURANCE

IN REPLY PLEASE
REFER TO:

Ruling Number: N-AM-V-110-99

October 18, 1999

TO ALL INSURERS AUTHORIZED TO TRANSACT PROPERTY INSURANCE IN
PUERTO RICO

Subject: 1999 Dwelling Rate Revision
Dear Ladies and Gentlemen:

As you may know, the Insurance Services Office, Inc., (“ISO”) has stopped providing
final rates for all lines of insurance in all jurisdictions. Instead, ISO is only providing to its
participating insurers advisory loss costs, wherever permitted by law.

In Puerto Rico, however, Section 12.040 of the Insurance Code of Puerto Rico, 26
L.P.R.A. sec. 1204, requires that all rate filings submitted to this Office include, not only
the loss cost portion, but also the portion that will be destined to profits and other expenses
incurred in the underwriting of insurance, as well as the maximium portion for
commissions that the insurer must pay (i.e. final rates). In addition, pursuant to Section
12.050 of said Code, in the case of property insurance, every insurer must become a
member of a rating organization, thus not allowing the submission of independent filings
for this line of insurance.

ISO has submitted for our consideration the 1999 Dwelling Property Experience Review
(Amended Loss Cost Level Information), an informational document which proposes an
overall loss cost level change from the loss cost portion of the current ISO manual rates for
Dwelling Property Insurance. After analyzing the submitted experience review, we have
no objection to the indications proposed by such document.

Recognizing that one of the obligations of this Office is to observe that insurance rate levels
are adequate and in the absence of a formal final rate submission from ISO on behalf of all
its participating insurers, this Office has decided to establish the profit and expense
component which could be used in order to develop final rates using the indications
proposed in ISO’s 1999 Dwelling Property Experience Review.
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In view of all of the above, insurers writing dwelling insurance in Puerto Rico must elect
and inform this Office, within the next thirty (30) days from the date of this ruling, one of
the following alternatives:

1.

Insurers may adhere to the final rates developed by this Office using the profit and
expense component established by us for the Fire and Extended Coverage Dwelling
Property insurance coverages (Exhibit A). If such is the case, we will automatically
approve the usage of such final rates.

If your insurer understands that this suggested final rate level is inadequate or
excessive, such insurer may file with this Office, for our evaluation and approval, its
own profit and expense component, together with the corresponding actuarial justifica-
tion prepared by recognized professionals in the field. Such filing must take into
account the aforementioned revision to the loss cost component of the current rate level

submitted by ISO.

In the meantime, insurers must continue using the current rate level until this Office takes
definitive action over the option elected by the particular insurer. If an insurer does not
elect one of the preceeding options within the thirty (30) day period granted, then it will be
deemed that such insurer has elected option 1, above.

Strict compliance with the provisions of this Ruling is hereby required.

Sincerely,

uan Antonio Garcia

Commissioner of Insurance

Enclosure
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