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PART ONE
GENERAL DISPOSITIONS

Chapter One
SUBJECT MATTER. OBJECTIVES. MAIN PRINCIPLES

Subject matter and scope of applicability
Article 1. (1) This Code shall regulate:

1. the insurance and reinsurance activities;

2. the insurance and reinsurance intermediation;

3. the terms and conditions for commencement, performance and termination of activities under Item 1 and Item 2;

4. the rules for distribution of insurance products and for settling of insurance claims;

5. the insurance contract;

6. the compulsory insurance;

7. the restructuring, liquidation and bankruptcy of an insurer or a reinsurer;

8. the insurance supervision.

(2)  The  provisions  of  this  Code  shall  not  apply  to  activities  related  to  supplementary  social  insurance,  unless  otherwise
stipulated by law.

(3) The provisions of this Code, with the exception of Part Four, shall not apply to the export credit insurance activity, which is
performed by the Bulgarian Export Insurance Agency, where this type of insurance activity is performed at the expenses of the
state or is guaranteed thereby and where the state is the insurer.

(4) The provision of this Code shall not apply to travel assistance activities, which simultaneously meet the following conditions:

1.  the  assistance  is  provided  by a  legal entity or  by a  sole  proprietor  with a  seat  of  business  in  the  Republic  of  Bulgaria,
which/who is not an insurer;

2.  the  assistance  is  rendered  in the  event  of an accident  or  a  technical breakdown of  the  transportation  vehicle,  when  the
accident or the technical breakdown have occurred on the territory of the Republic of Bulgaria;

3. the assistance is rendered through performing the following activities:

a) on-the-spot repair of the technical breakdown, in the process of which the person under Item 1 uses primarily own staff and
equipment;

b) transportation of the transportation vehicle to the nearest or most appropriate  place,  where  the  repairs  can be  performed
and, possibly, transportation by means of the same vehicle of the driver and the  passengers  to  the  nearest  place,  wherefrom
they can continue their journey with another transportation vehicle;

c) transportation of the transportation vehicle, possibly, together with the driver and the passengers to their place of residence
or to the departure or arrival point of the journey in the Republic of Bulgaria.



(5) In the case under Paragraph 4, Item 3, Letters "a" and "b", the  condition that  the  accident  or  technical breakdown must
have occurred on the territory of the Republic of Bulgaria, shall not be applied, when the driver of the transportation vehicle is a
member  of  an  organisation  of  persons  under  Paragraph  4,  Item  1  and  the  repair  of  the  technical  breakdown  or  the
transportation  of  the  transportation  vehicle  is  effected  by  a  similar  organisation  in  another  state  on  the  basis  of  a  mutual
agreement,  if the  repair  of  the  technical  breakdown  or  the  transportation  of  the  transportation  vehicle  is  performed  upon
presentation of a membership card and without payment of an additional premium.

(6) The provisions of this  Code  shall not  apply to  reinsurance  activities,  which are  performed  or  guaranteed  entirely by the
state, in its capacity of a reinsurer of last resort, because of reasons of significant public interest, including when this activity is
needed because of the market situation, in which it is impossible to obtain adequate commercial cover.

Objectives

Article 2. (1) The objectives of this Code shall be:

1. to provide protection of the interests of consumers of insurance services, and

2. to establish conditions for the development of a stable, transparent and efficient insurance market.

(2) In the  sense  of this  Code,  "Consumers  of insurance  services" shall be  the  insuring person,  the  insured  person,  the  third
beneficiary person, the third injured party, the other persons for whom rights under an insurance contract have arisen, as well as
the natural person or the legal entity interested in using the services provided by an insurer or by an insurance intermediary in
connection with its  scope  of activities,  irrespective  of whether  the  said  person is  a  consumer  in the  sense  of the  Consumer
Protection Act.

(3) When performing its function, the Financial Supervision Commission,  hereinafter  referred  to  as  "the  Commission" and  its
Deputy Chairperson in charge of the Insurance Supervision Directorate, hereinafter referred to  as  "the  Deputy Chairperson",
shall take into account the potential impact of their decisions on the stability of the respective financial systems in the European
Union and, in particular, in emergency situations, by taking into consideration the information available to them at  the  specific
point  in  time.  At  times  of  exceptionally  dramatic  fluctuations  on  the  financial  markets,  the  Commission  and  the  Deputy
Chairperson shall take into account the potential pro-cyclical effects of their actions.

Insurance

Article  3.  (1)  Insurance  shall  be  the  activity  of  providing  insurance  cover  against  risks  in  accordance  with  a  contract,
representing the raising and expenditure of funds designated for indemnity payments and other cash amounts on occurrence of
events or circumstances anticipated by contract or by law, as well as directly related activities including:

1. assessment of the insurance risk;

2. determination of the insurance premium;

3. establishment of the occurrence of an insured event;

4. determination of the amount of damage incurred;

5. management of the insurer’s assets;

6. transfer of all, or part, of the insurance risks covered by an insurer to a reinsurer or to another insurer (outward reinsurance);

7. provision of travel assistance insurance services under Item 18, Section II, Letter "A" of Annex No. 1 by an insurer, through
persons engaged by the insurer and the insurer's own technical means.

(2) The performance of insurance activities  in the  Republic  of Bulgaria  shall mean covering risks  situated  in the  Republic  of
Bulgaria.

Reinsurance

Article  4.  Reinsurance  shall be  the  activity of assuming,  in accordance  with a  reinsurance  contract,  all or  part  of the  risks
covered by an insurer or by another reinsurer, in exchange for an insurance premium (inward reinsurance) and activities directly
related to this.



Insurance and reinsurance intermediation

Article 5. (1) Insurance and reinsurance intermediation shall be the performance of an activity for elaborating, offering or other
preparatory work  for  concluding insurance  and  reinsurance  contracts  or  for  concluding such  contracts  or  assistance  in  the
servicing and implementation of such contracts, including on the occurrence of an insured event.

(2) The following shall not be considered insurance or reinsurance intermediation:

1. performance of the activities under Paragraph 1 by an insurer or a reinsurer, or his or her employees;

2. incidental provision of information when performing another  professional activity,  whose  subject  is  not  assisting insurance
service consumers, when elaborating, signing and implementing insurance or reinsurance contracts;

3. professional performance of insurance claims settlement activities on the behalf of an insurer;

4.  performance  of  activities  in  connection  with  the  preparation  of  expert  appraisals  in  connection  with  the  settlement  of
insurance claims.

Voluntary nature of the insurance and the insurance intermediation

Article 6. (1) Insurance and insurance intermediation shall be performed on the principle of voluntary participation.

(2)  Compulsory insurance  shall be  established  by  law  or  by  international  treaty  ratified,  promulgated  and  enforced  in  the
Republic of Bulgaria.

Insurance supervision

Article 7. Regulation and supervision exercised over the activities under Article 1 (1) shall be performed by the Commission,
as well as by the Deputy Chairperson.

Language

Article 8. (1) The language in which insurance and insurance intermediation shall be carried out in the Republic of Bulgaria shall
be  the  Bulgarian  language.  The  general  conditions,  consumer  information  and  other  documents  that  shall  be  provided  by
insurers and insurance  intermediaries  to  the  insurance  services  consumers  shall be  prepared  in Bulgarian.  On request  by an
insurance service consumer, another language may be used in the relationships with the insurer.

(2)  The  language,  in which the  insurance  supervision shall be  exercised  in the  Republic  of  Bulgaria,  shall  be  the  Bulgarian
language.  In  specific  cases,  the  Commission  and  the  Deputy  Chairperson  may  exchange  information,  including  reporting
information,  with authorities  of the  European  Union,  authorities  of  other  member  states,  insurers,  reinsurers  and  insurance
intermediaries in any other of the official languages of the European Union.

Application of the rules of international treaties and  the  practice  of the  Committee  of European Insurance  and  Occupational
Pensions Supervisors

Article  9. (1) Where an international treaty ratified, promulgated and effective in the  Republic  of Bulgarian or  the  European
Union respectively,  in exercising its  international contractual legal competency,  provides  for  different  rules  for  the  activities
under Article 1, Paragraph 1, such rules shall apply.

(2) The Commission shall adopt decisions, instructions or practices relating to  the  implementation of the  international treaties
under  Paragraph  1  where  this  is  necessary  for  the  purposes  of  prudent  supervisory  practice  and  for  implementation  of
recommendations of the competent institutions of the European Union.

(3) The Commission and the Deputy Chairperson may apply:

1. the  acts  of the  Committee  of European Insurance  and  Occupational Pensions  Supervisors,  hereinafter  referred  to  as  the
"European Authority",  created  by Regulation (EU) No.  1094/2010  of  the  European  Parliament  and  of  the  Council  of  24
November  2010  concerning  the  Creation  of  an  European  Supervisory  Authority  (Committee  of  European  Insurance  and
Occupational Pensions Supervisors), for Amendment of Decision No. 716/2009/EC and for Repealing Decision 2009/79/EC
of the Commission (OJ, L 331/48 of 15 December 2010), hereinafter referred to as "Regulation (EU) No. 1094/2010";



2.  the  minutes  and  other  documents  adopted  within  the  Committee  of  European  Insurance  and  Occupational  Pensions
Supervisors.

(4) When the European Authority has adopted a guideline or a recommendation in the sense of Article 16 of Regulation (EU)
No. 1094/2010, the Commission may adopt decisions, instructions or practices in connection with the  implementation of the
guideline or recommendation, when this is necessary for the prudent supervisory practice.

Advertising

Article 10. The insurers, reinsurers and insurance intermediaries, which have the right to perform operations in the Republic of
Bulgaria, may advertise their services through all the mass media in Bulgaria, while adhering to the rules established to protect
the public interest.

General conditions, tariffs and other documents used in the relations with consumers

Article 11. (1)The requirement of preliminary approval or systematic notification shall not be permissible as regards the general
terms  and  conditions  of the  insurance  contracts,  the  price  rates  of  the  premiums  or  templates  of  forms  and  other  printed
documents, which an insurer intends to use in its transactions with the insurance service consumers.

(2)  The  competent  authorities  in the  Republic  of Bulgaria  may require  non-systematic  notification of  the  general  terms  and
conditions of the  insurance  contract  and  other  documents  solely for  the  purposes  of verification that  the  national provisions
pertaining to  the  insurance  contracts  have  been complied  with.  These  requirements  may  not  constitute  a  pre-condition  for
exercising the activity of insurance.

(3) In the case of compulsory insurances, the Deputy Chairperson may require from the insurers to be notified by the latter of
the general terms and conditions of these insurance policies prior to their distribution.

(4) Preserving or introducing an obligation for preliminary notification or approval of proposed raises of the price rates of the
premiums shall not be permitted, unless this is a part of the general price control systems in the country.

(5) The requirement for preliminary approval or systematic notification and for the technical bases used  for  calculation of the
premiums and of the technical reserves shall not be permitted under the insurance policies under Section I of Annex No. 1 The
Deputy Chairperson may require systematic information on the  technical bases  solely for  the  purpose  of verification that  the
provisions concerning the actuarial principles have been complied with.

Chapter Two
PERSONS WHO MAY PERFORM OPERATIONS UNDER THE PRESENT CODE AND
MAIN REQUIREMENTS TO THEM

Section I
Insurers and reinsurers

Insurers and reinsurers
Article 12. (1) An Insurer shall be:

1. a joint-stock company, a European company, a mutual insurance  cooperative  or  an European cooperative  society with a
seat of business  in the  Republic  of Bulgaria,  which has  obtained  a  licence  under  the  conditions  and  in accordance  with the
procedure laid down in this Code (local insurer);

2. a person who has obtained a license for insurance in another member state and performing activities on the territory of the
Republic  of Bulgaria  under  the  conditions  of the  right  of establishment  or  of the  freedom to  provide  services  (insurer  from
another member state);

3. a branch of an insurer from a third country, registered  under  the  Commerce  Act,  which has  obtained  a  license  under  the
conditions and according to the procedure laid down in this Code.

(2) Reinsurer shall be:




