PROPERTY AND PERSONS
INSURANCE SYSTEM ACT

Sarajevo, 1990



PROPERTY AND PERSONS
INSURANCE SYSTEM ACT

Published in Official Gazette of SFR Yugoslavia
No. 17 dated 23rd March 1990

Sarajevo, 1990



SARAJEVO

TOME MASARIKA 10
71000 SARAJEVO
YUGOSLAVIA

Bosna RE

OGNIJENA PRICE 4
71000 SARAJEVO
YUGOSLAVIA

[ GENERAL PROVISIONS

Article 1

Property and persons insurance and other insurance businesses are
handled by insurance companies.

Other businesses of insurance can be handled by special companies in
accordance with provisions of this Act.

Article 2

Insurance busincsses are making and effecting property and persons
insurance treaties, reinsurance treaties as well as taking measures in
preventing risks that endanger property and persons insured.Other
insurance businesses are businesses of brokers and agents in
insurance,survy of risks, assesment and adjustment of losses, legal
assistans and other intelectual and technical services connected with
insurancc businesses.

Article 3

An insurance company can be established as share-holding insurance
company, public insurance company, mutual insurance company, captive
insurance company oOr joint insurance comparny.

Article 4

An insurance company, performing economic protection of property
and persons, makes an indcpendat organisation of business making
following market conditions and profit requirements, in the country and
abroad, in accordance with provisions of this Act and other federal acts.

Insurance companies may enter into busincss and professional
associations and organisations.

Article §

An insurance company can be established for the purpose of
performing following businesses:
1. one or more types of insurance



2. reinsurance
3. one or more types of insurance and reinsurance
Mutual and captive insurance companies cannot deal with reinsurance
businesses.

Article 6

Property and persons insurance is voluntary.
Exceptionally, obligatory insurance against third party liability and
common liability can be prescribed by law.

Article 7

Property and persons in Yugoslavia are insured with insurance
companies founded in accordance with this Act.

Federal Executive Council prescribes which property and persons can
be insured and under what conditions coinsured with foreign insurers.

Article 8

An insurance company is obliged to rcinsurc liabilitics of insurance
trcatics which exceedc an amount internally determined to be covered by
own insurance funds.

Article 9

Reinsurance of liabilities that cannot be covered by own funds have to
be offered by insurance companics to othcr rcinsurance companies in the
country.

Part of liabilities for which reinsurance cannot be provided in the
country is to be covered by foreign reinsurance.

Article 10

An insurancc company makes business tollowing cconomic principles
and rules of insurance branch, law, principles of loyal markct compctition,
business custom and moralc.

11 INSURANCE COMPANY ESTABLISHING

1. Share holding insurance company

Article 11

An insurance share holding company is established by social legal
entities and other persons by accepting insurance company establishing
resolution and investing into its sccurity fund.

Other persons that subsequently invest into security fund of an
insurance company and accept its cstablishing resolution become founders
with rights, obligations and rcsponsibilities set forth in such resolution or
Articles of Association.

Other persons as mentioned under paras 1 and 2 of this Article are
domestic, physical and Icgal entitics.

Share holding company can deal with all types of insurance.

An establishing resolution of a share holding company includes the
following: name, seat and activitics of insurance share holding company;
financial amount of sccurity fund; amount of individual shares; names of
founders; number of shares subscribed; kinds of shares and final payment
tcrms; conditions and method of determination and distribution of profit;
company management and other issues essential for company establishing.

Article 12

Amount of financial funds of security fund at the moment of sharc
holding insurance company establishing cannot be less than:
1) 5.000.000 Dinars for life insurance
2) 10.000.000 Dinars for other insurances
3) 10.000.000 for reinsurance
Federal Exccutive Council once a ycar determines the amount under
Para 1 of this Article following retail prices index.

Article 13

Total financial amout of sccurity fund is expressed in shares of equal
amounts.



Article 14

Founders of share holding company decide on formation of an
organizing committee.

Organizing committee includes representatives of founders and expert
associates.

Organizing committee takes all steps necessary for holding an
organizing assembly and prepares Resolution Proposal for establishing an
insurance share holding company as well as other proposals to be brought
by organizing assembly.

A meeting of organizing assembly is announeed in a manner provided
by insurance company establishing resolution.

Article 15

Organizing committee is obliged to inform Federal authority for
financial affairs of establishing an insurance share holding company and
submit evidence that conditions for establishing have been fulfilled.

Along with information under Para 1 of this article, an organizing
committce supplies Federal authority for financial affairs with the
following:

1) Insurance sharc holding company establishing Resolution
proposal

2) Articles of Association Proposal

3) Evidence that financial funds for security fund have been
provided

4) Business policy documents proposal

5) Number and qualificatrion strucutre of managers of an
insurance share holding company.

Article 16

Following the evidencc that conditions for share holding company
cstablishing have been fulfilled, Federal authority for tinancial affairs,
within 60 days from the datc of submitting cvidence mentioned in Article
L5, Para 2 of this Act, makes a resolution on issuing permission for sharc
holding company cstablishing.

If the resolution from Para | of this Article is not brought within 60
days, it shall be considered as brought.

Article 17

Organizing assembley of a share holding company

1) makes a resolution on establishing

2) makes articles of association of an insurance share holding
company

3) makes a resolution on appointment of acting manager of
insurance share holding company and members of
temporary management board

4) makes resolutions on main business policy, insurance
conditions and insurance premium rates, technical bases,
maximum cover scales and othcr business documents

5) makes studics of cstimated results of a share holding
company

6) makes proposal for documents regulating conditions and
method of placement of rescrves and funds

7) makes prevention program proposal

8) makes other resolutions that are brought at the begining of
company operations.

Founding resolution is brought by majority votc of share holders.

Study of estimatcd business results contains particularly the following:
estimated premiium income, estimated losscs, estimated insurance costs,
cstimated reserve tunds and cstimated income and cxpenditures of funds
of prevention for at lcast a three - ycar period.

A resolution from Para 1, item 1 of this Article cannot provide for
more than 20 percent of total security fund per ycar for establishing and
business expences of an insurance share holding company nor for the
refund term longer than five years.

Article 18

Articles of Association of an insurance sharc holding company
contains the following:

1) name and scat of a share holding company

2) types of insurance that a share holding company shall deal
with

3) powcers and field of activitics of assembly and other
company authoritics as well as conditions for valid
operation and dccision making,

4) rights, obligations and responsibilities of directors and
spccial proxies,



5) internal organisation of a share holding company in
insurance business,

6) signature and representation of a share holding company
authorities,

7) method of operation of internal control of a share holding
company,

8) changes in insurance company and other organisational
issues connected with the business of a share holding
company,

9) provisions on the work community of an insurance share
holding company, if any

10) other issues of significance for a share holding company.

to

Public insurance company

Article 19

Socio - political community can create a public insurance company for
protection against gencral risks or obligatory insurance.

Public insurance company performs its activities in the territory of
socio-political community which has created it.

Article 20

Founders of public insurance company provide for secutiry fund in at
least the level of amount set forth in Article 12 of this Act.

Article 21

A Resolution on establishing a public insurance company determines
the following: name, seat and activities of public insurance company;
amounts of sccurity fund and, if there are more founders - the amount of
individual shares and namecs of founders; rights and obligations of
founders in management of public insurance company; mcthod of
determination and distribution of profit as well as other issucs csscntial
for cstablishing and opcration of a company.

3. Mutual insurance company

Article 22

Mutual insurance company can be established by domestic legal
entities and natural persons by entering into agreements with at least 250
natural persons for lifc insurance and 300 for other insurances, but not
lcss than 250 and 300 respectively of insurance against the same risks.

Mutual insurance company is established through an agreement.

Mutual insurance company can be cstablished as mutual insurance
company with unlimited contribution (share) and as mutual insurance
company with limited contribution (share).

Mutual insurance company with limited contribution means that the
insurcd cannot be requested to make additional contribution (sharc) greater
than 100 percent of previous contribution (deposit) by cach insured when
losses and other expenditures arc greater than the previous contributions
(deposits) and other income.

Minimum contribution (deposit),respectively limited contribution
(deposit) of all members (insureds) should be at Icast 67 percent of sccurity
fund.

Article 23

Founders of a mutual insurance company must invest into sccurity fund
at lcast 30 percent of the amount mentioned in Article 12 of this Act if the
company is established with unlimited contribution (deposit) of members
(insureds), i.c. at lcast 50 percent it a company is founded with limited
contribution (deposit).

Article 24

An agrcement of cstablishing a company determines the following:
name, scat and activities of a company, amount of sccurity fund; names
of founders; amounts of individual shares; number of individual shares
subscribed; mcthod, tecrms and conditions for refunding shares with
iterest from profit, method of forfmation and application of funds and
reserves; provisions on conscquences of changes in Articles of
Association, gencral insurance conditions and resolution of cancellation
of opcrations on cxisting insurance trcatics; provisions on business making
and other issucs cssential for cstablishing and ocprating of a mutual
msurance conipany.



Article 25

Rulcs of a company cspecially include the following: method of
determination as well as terms and conditions for contributions (deposit)
payments; rights to damage compensation; provisions on unlimited or
limited contribution (deposit), obligations concerning payment of
additional contribution (deposit) for cover of losscs or possibilitics of
covering loss through decrease in compensation to all members (insurcds);
conditions and manncr of profit distribution; provisions on entcring and
lcaving membership in a company; rights and obligations of membcrs
(insurcds) that leave the membership.

Article 26

To public insurance company and mutual insurance company,
provisions of Articles 12 and 14 to Article 18 of this Act shall be applicd.

4. Captive insurance company

Article 27

Captive insurance company can be founded by a complex organisation
or companics associatcd within such organisation by investing into
security tund in the amount provided in Article 12 of this Act.

Captive insulrance company deals only with insurance of property and
workers associated within a complex organisation as well as property and
workers of a complex organisation which cstablished a captive insurance
company.

A resolution on establishing a captive insurance company determines
the following: namc, scat and activities of a captivc insurance company;
amount of sccurity fund and tecrms of payment; conditions and manner of
determination and distribution of profit; way of management; intcrnal
organisation of a company and other issucs of importance for cstablishing
and opcrations of a captive insurance company.

Liability of foundcrs of a captive insurance company is limited by the
funds provided by a founder for a sccurity fund.

To captrive insurancc company provisions of Articles 11 to 18 of this
Act shall be applied.

5. Murmat insurance company

Article 28
Doraf”

#trral insurance company can be founded as a share holding company
by domestic social and lcgal entities together witgh domiestic lcgal entities
and natural persons and forcign legal entities.

Foundecrs cnter into an agreement of a mutual insurance company.

An agrecment as mentioned in Para 2 of this Article detcrmines the
following:

1) activitics of a mutual insurancc company

2) name and seat of a mutual insurancc company

3) kind and amount of funds to be deposited by each founder
into sccurity fund as well as terms and mcthod of
depositing such funds

4) composition, mcthod of appointment and powers of
managing bodics in a mutual insurance company,

5) rights and obligations of managing bodies in a mutual
insurance company and manncr of their decision making

6) internal organisation of a mutual insurance company,

7) critcria and manner of distribution of profit,

8) intcrrelations, rights and responsibilities of founders of a
mutual insurance company; way of risks bearing as well
as way of covering losscs of a mutual insurance company,

9) mecasurcs and responsibilitics in providing liquidity and
solvency of a mutual insurance company,

10) conditions and method of expiry of rights and obligations
of founders of a mutual insurance company,

11) rights and obligations of founders in case of winding up a
mutual insurance company,

12) scttlement of disputes,

13) other questions of intercst for establishing and operations
of a mutual insurance company.

Mutual insurance company cannot deal with life insurance, reinsurance
nor with insurance of companics which manufacture or tradc arms and
military equipment, except in casc when approval of Federal national
defence department is obtained in accordance with forcign investments
law.



Article 29

Foreign lcgal entitics cannot invest less than 20 percent nor more than
49 percent of the amount of security fund provided for by agreement of
establishing a mutual insurance company.

The amount of security fund cannot be lower than the amount set forth
in Article 12, Para 1 of this Act.

If therc is more than one foreign investor, neither of them individually
can invest into security fund greater number of shares than the greatest
share of a domestic founder for insurance (hereinafter referred to as
domestic share holder).

Founding a mutual insurance company is subject to obtaining approval
from Federal Administration in accordance with Article 16, Para 1 of this
Act.

Article 30

Forcign legal entities may invest funds into domestic insurance
companies, into property insurance business, up to the level of funds as
provided for in Article 29 of this Act, i.c. to the Ievel of sccurity fund for
property insurance expressed in the last annual account of a domestic
insurance company.

For funds invested in accordancc with Para 1 of this Article, a domestic
insurance company issucs to the forcign legal cntity sharcs provided by
investment agreement.

Article 31

To operations of mutual insurance company provisions of this Act
concerning opcrations and fuinds of insurance companies shall be applied,
unless otherwise provided for by this Act.

6. Special companies for other insurance buisnesses

Article 32

Insurance company, one or more natural persons, may torm a special
insurance company for other insurance businesses from Article 2 of this
Act.

A company mentioncd in Para.1 of this Article is cstablished as a
company with limited liability, with total sharc of at least 50.000 Dinars.
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Federal Exccutive Council once a year determings the Icvel of amount
mentioned in Para.2 of this Article following retail prices index.

7. Insurance and reinsurance pools

Article 33

Two or more insurance companies may form a pool for coinsurance or
reinsurance of property and persons.

A pool is founded by an agrfcemenct.

Coinsurance or reinsurance pool in legal transactions acts in the name
and for the account of its founders.

For obligations which a pool takes in coinsurancc or rcinsurance
business, the founders are liable in the way and under conditions sct forth
in an establishing agrfecment, Articles of Association and other general
documents.

To cstablishing and operations of pool, provisions concerning
investment of funds of Article 12 of this Act shall not be applied, nor to
the funds of insurance companies.

8. Juridical status and court register of insurance company

Article 34

Insurance company is legal entity with rights, obligations and
responsibilitics sct forth in this Act and Reoslution or agrecement of
estgablishing.

Parts of insurance company have no property of legal entity but
Articles of Association of an insurance company may transfer authority
of handling certain businesscs and give some authorizations in lcgal
transactions.

An insurancc company performs payment operations through its
account with Social Accountancy Service.

Parts of insurancc company, within the transferrcd authorities, can
perform payment ocprations also through scparate account with Social
Accountancy Service.

Accounts from Para. 4 of this Article form an integral part of a giro
account of an insurance company.



Article 34

An insurance company becomes a legal entity by entry in the court
register.

Registration also includes parts of insurancc company that have certain
powers in legal transactions.

III INSURANCE COMPANY MANAGEMENT

1. Share holding insurance company

Article 36

A share holding insurance company is managed by investors depending
on number and types of sharcs, in accordance with establishing resolution
and Articles of Association of an insurance share holding company.

Articles of Association of a share holding company determines the way
of participation of insureds in management on the basis of life insurance.

Article 37

Asscmbly of an insurance share holding company:

1) makes changes and amendments to Articles of
Association,

2)  dctermines business policy,

3)  considers and adopts annual business reports,

4) adopts annual accounts and decides on distribution of
profit or cover of losscs,

5)  makces decision on issucs of sharcs,

6)  makes decision on regular winding up of a share holding
company or on change of a status of a sharc holding
company,

7) appoints and dissolves the president and members of
management and supcrvisory boards,

8) appoints and rcmoves a dircctor,

9) performs other dutics provided for by Articles of
Association of a share holding company.

At the Asscmbly of a share holding company all dccisions arc brought
by majority votc of sharc holders present, unless otherwise provided by
Articles of Association.

Asscmbly of a share holding company is run by president, i.e.
chairman.

Article 38

Araticles of Association of insurancc company dctermines the
following: numbe rof members of management board of which onc quarter
can be emplovees of a share holding company; conditions for revocation;
way of dccision making and othcr questions within the powers of
management board.

A dircctor is member of management board by function.

Article 39

Management board of an insurance sharc holding company:

1) on dircctor's proposal appoints and dissolves special
proxics,

2) makcs plan and programs for opcrations of a company,

3) determines insurance conditions and premium rates in
accordance with Article 17 of this Act, maximum cover
scales, other business and general documents, cxcept
docunients brought by Assembly,

4) prepares proposals for Assembly and puts its documents
into ettect,

5) considers and adopts business annual reports,

6) dctermines dircctor's sallary and remuncrations of
mcmbers of management and supervisory boards,

7) in accordance with Articles of Association, submits
busincss reports to supervisory board,

8) summons Asscmbly mcctings,

9) pecrforms other dutics provided for by Articles of
Assaciation of a sharc holding company, as well as dutics
which do not fall in the power of Assembly or supervisory
board.



Article 40

Supervisory board monitors and controls business of an insurancc
company and submits report to Assembly of insurance share holding
company.

Articles of Association dctermine the composition and number of
members of supcrvisory board.

Supervisory board is obliged to request from management board to
summon Asscmbly if it is in the intcrest of a sharc holding company .

If the management board doest not accept the request of supervisory
board, supervisory board has right to summon an Asscmbly mccting of
insurance share holding company.

Aticle 41

Each mcmber of supervisory board has onc vote. Mcmber of
supcrvisory board who docs not approve of a decision ot supervisory board
may exempt his opinion.

Mcmber of supcrvisory board cannot be a person who is member of
management board of insurance share holding company.

Article 42

Supervisory board is obligated to advise Asscmbly of results of supery
ision, pointing to possiblc failures of managecment board, dircctor or other
cmployees of insurance share holding company.

Arfticle 43

Insurance share holding company has a dircctor.

Rights, obligations and rcsponsibilitics of a dircctor of an insurance
sharc holding company arc determined by Articles of Association of an
insurance share holding company.

Article 44

Dircctor of an insurance sharc holding company:
) acts as rcpresentative and agent of a sharc holding
company,
2) cffects resolutions of Assembly and management board of
a sharc holding company i.c. sccs to their application,
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3) proposes business policy, plan and program of operations
and measurcs for their application,

4) initiates and proposcs improvements in business making
of a sharc holding company,

5) proposes appointments and dissolves special proxics,

6) pcrforms organisation and management of work
community, if any,

7) proposes apointment of members of management board
among employees of a share holding company,

8) makes individual decisions within his powers,

9) performs other duties set forth in Articlcs of Association
and brought by Asscmbly resolution.

Article 45

Director of a share holding company is responsible for legacy of
opcrations of an insurancc share holding company.

Director of a sharc holding company is responsible for his work to
management board and Asscmbly of insurance share holding company.

2. Joint insurance company

Article 46

To managcment of joint insurance company, provisions of insurance
share holding company (Art. 36 to 45. of this Act) shall be applied.

3. Public insurance company

Article 47

Public insurance company is run by the founders.

A resolution on cstablishing public insurance company determined
participation of insureds in management.

Authorities of a public insurance company are selected and dissolved
by the foundcr of a company.

Ina public insurance company, an assembly of insureds can be formed.

Management bodics, rights and obligations as well as composition and
manner of decision making of the bodics of a public insurance company
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are determined by a resolution on cstablishing a company and by Articles
of Associatgion.

4. Mutual insurfance company

Article 48

A mutual insurance company is managed by its members (insurcds).

Management bodics as well as composition and manncr ot work of the
bodics of a mutual insurance company arc determincd by Articles of
Association depending on the contribution (deposit).

5. Captive insurance company

Article 49

The composition and manncr of work of a captive insurancc company
are regulated by cstablishing resolution and Articles of Association of a
company. N

To management bodies of a captive insurance compaiy, provisions on
insurance sharc holding company (Art. 36 to 45 of this Act) shall be
applied.

IV WORK COMMUNITY OF INSURANCE COMPANY

Article 50

For performing insurance and other business inan imsurance company,
a work community which will cmploy workers can be formed.

Mutual rights, obligations and responsibilitics of insurance companics
and work communitics arc detcrmincd by an agrecment.

Agrccment mentioned in Para. 2 of this Article determines the
following: insurancc businesses and other businesscs to be performed by
the work comnunity; way of organising i.c. scope of independance of
employces in scttling internal relations within the work community; bascs
for acquiring and distribution of wages; participation of employecs in
profit according to contribution, business achievements and realized
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profit; benefits for cmployees in buying sharcs in insurance company and
other shapes of stimulating employees; responsibility of work community
to social bodies as well as other questions of rclations between insurance
company and work community.

V OPERATIONS AND FUNDS OF
INSURANCE COMPANY

Article 51

An insurance company handlcs insurance and reinsurance businesses
in its name and for its own account.

Insurance businesses mentioned in Article 2 of this Act can be
performed by insurance company in its own name and for the intermediary
in such businesscs.

Article 52

An insurance company, alone or with other insurancc companies, can
through preventive funds form enterprises of social organizations (like
institutes) for study, design and manufacture of devices of preventive
protection of property and persons as well as other services within the ficld
of prevention.

Article 53

For obligations from insurance and rcinsurance treatics, an insurance
company is responsible with all its funds.

Funds with which an insurance company makes business are the funds
from security fund, insurance premiums, mathematical reserve funds,
preventive funds, business funds and other funds of insurance company.

Article 54

Total amount requircd for compensation of damages and other
liabilities in mutual insurance that cannot be covered by the company funds
shall be guaranteed by insureds with their own funds, in accordance with
establishing rcsolution of a company.

19



Article 55

Funds as mentioned in Article 53, Para.2 of this Act can be deposited
in bank, postal savings or other financial institution.

Funds mentioned in Article 53, Para. 2 of this Act can be deposited in
papers of value, real cstate and other property.

Funds as mentioned in Article 53, Para. 2 of this Act can be applied
to granting credits and debentures.

No more than 50 percent of the total mathcmatical reserve funds can
be invested in rcal estate.

Article 56

Working with the funds mentioned in Article 53 of this Act, an
insurancc company is obliged to provide for placements or investments so
as not to endanger their valuc and own liquidity in fulfillment of its
obligations.

Article 57

Lifc insurance funds are to be kept by insurance company on a scparate
account and they cannot be used nor be subject to forced implementation
for cover of liabilities from other types of insurance or reinsurance or any
other liabilities of insurance company.

Life insurance funds have a character of savings and are protccted as
saving deposits.

Article 58

Insurance premium consists of functional premium and overhead costs.

Functional premium consists of technical premium and preventive
contribution.

Ovecrhead costs include the funds for insurance handling.

Article 59
Insurance company income is created from insurance premium,

inwards coinsurance and reinsurance business premium as well as other
insurance businesses, financing or additional income.
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Other insurance businesses income as mentioned in Para. 1 of this
Article comprises income on participation in loss, outwards coinsurance
and reinsurance businesses, recovery and other income.

Article 60

Insurance company outgo, in the construction of these Articles, shall
mean outgo for payment of losscs and sums insured, outgo for payment
of losses in inwards coinsurance and reinsurance businesscs, outgo for
premium payment in outwards coinsurance and reinsurance businesscs,
outgo for prevention and other insurance business outgo, outgo for
insurance and rcinsurancc business activitics as well as financing and other
extra outgo.

Outgo for payment of losses in insurance, coinsurance of reinsurance
and sums insurcd are detcrmined through a treaty, i.c. through the
documents of insurance company. Outgo for losses shall mean also
assessment cxpences, court expences and taxes in disputes connected with
insurance business, expert opinion certificates and other expences in
connection with scttlement of losses.

Article 61

Outgo of insurancc company shall also mean the following:

1) expenditures from life insurance premium for life
insurance mathematical rcserve,

2) expenditures at the end of accounting term rcferring to:
duration of insurance or reinsurance in the forthcoming
period (uncarned premium); existent but unsettled
liabilities in insurance or rcinsurance (outstanding losses)
and reserves for catastrophes in a longer period.

Expenditures as mentioned in Para 1, item 2 of this Article are at the
samg time income in the following year.

Existent but unscttled liabilitics shall mcan also unannounced losses
the amount of which is determined in a manncr provided for by the
documents of insurance company.

Method of scttlement and amount of insurance or reinsurance premium
portion left for uncarned premiums, outstanding losses and reserves for
catastrophes, as well as method of accounting mathematical rescrve are
determined in the documents of insurance company.
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Article 62

Part of income from insurance company operations which, on annual
account, remains after settlement of expenditurcs, is expressed as profit.

Profit mentioned in Para 1 of this Article, upon resolution brought by
managing bodies of insurance company, applies to the following:

1) cover of losses from the previous year

2) set aside for reserves

3) payment of a profit portion to share holders or investors
in proportion to the funds they invested, i.e. mecmbers
(insurcds) in a mutual insurance company according to
their contributions (deposits),

1)  set aside for other funds of insurance company (prevention
fund, business fund, collective consumption fund if no
work community has been formed).

Assembly of insurance company may dccide that employees of
insurance company participate in distribution of profit.

Assembly of insurance company may decide not to distribute for the
timc being the profit after distribution mentioned in Parfa. 2 of this
Article.

Article 63

Insurance company whose sccurity reserves arc at least SO percent of
average insurance premium acquircd in the two preceeding ycars,
including the year for which profit is distributed, does not have to sct aside
for security rescrves.

Article 64

If insurance company income on annual account is insufficent to cover
the outgo, insurance company makes statement of business losscs.

Article 65

Loss mentioned in Article 64 of this Act is covered by insurance
company from \
1) undistributed profit,
2) additional contribution (deposit) of insureds with mutual
1msurance company,
3) sccurity reservces,
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4) busines fund in the portion which pertains to financial
funds and funds in placcments with refund expiry tcrm
until the day of final account submitting,

5) prevention funds, if thc management body makes such
decision,

6) sccurity fund.

If insurance company docs not settle the whole loss mentioned in Para.
| of this Article, the uncovered portion of the loss can be transferred by
insurance company into the following year as uncovered loss.

Article 66

Insurance company is obliged to settle the uncovered loss from the
preceeding year in the course of the following year and to compenstate
security fund increased by retail price index in the amount applied to
covering losses if security fund is dicreased below the amount sct forth in
Article 12 of this Act.

Article 67

Insurance company dealing with lifc insurance dctermines profit and
loss separately for that type of insurance.

Insurance company dealing with insurance and reinsurance business is
obliged to determine profit and loss scparately for those business and
CXpress a common result.

Article 68

In order to secure permanent fulfillment of liabilities, insurance
company is obliged to have a guarantgee reserve.
Guarantee reserve consists of the following:
1) security fund,
2) security reserve,
3) preventive fund, if management body of insurance
company makes such dccision,
4) reserve for catastrophes.
Insurance company must have a minimum of guarantee reserve:
1) in life insurance and reinsurance - 3 percent of
mathematical reserve of life insurance in the preceeding
year,
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2) inother insurance and reinsurance business - 10 percent of
gross insurance i.c. rcinsurance premium shares of
coinsurers and reinsurers, or retrocessionaires, dicrease
being not more than 50 percent, and for overseas vesscls
and aviation insurance the dicrease being not more than 85
percent.

Total amount of guarantee reserve mentioned in Para. 2 of this Article
cannot be less than the amount determined in Article 12 of this Act.Z

Guarantee resesrves are determincd on making annual account for the
respective year.

Article 69

Insurancc company is obliged to adjust the funds of guarantee reserve
mentioned in Articlc 68 of this Act with thec amount of premium insurance
retained.

If the guarantce reserve is dicreased by up to 25 precent of the amount
mentioned in Article 68 of this Act, insurance company is obliged to make
program for adjusting operations in order to sccure the required amount
of guarantee rescrves within 12 months.

If the guarantee reserve is dicreased by morce than 25 percent of the
required amount, insurance company is obliged to make program for
adjusting operations in order to provide the requircd amount of guarantec
reserves within 18 months.

It the programs mentioned in paras. 2 and 3 of this Article do not prove
to provide the amount of guarantee rescrve as mentioned in Article 68 of
this Act, insurance company is obliged to adjust the scope of premium
income i.c. the level of premium retention within the tollowing 6 months.

Article 70

Technical reserves of insurance companics, as defined in this Act,
consist of uncarned premiums and outstanding losscs as well as amounts
for catastrophes in a longer period of time.

Article 71

Insurance company is obliged to make annual accounts and business
rcports.

With the annual account (balance of state, balance of succcss and
annexes), insurance company has to submit a business report.
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Report mentioned in Para. 1 of this Article contains the following:
1) financial position and financial structure statement,
2) physical scope of business indices,
3) economy and efficiency business indices,
4) information on increase or discrease of security reserves.
Business rcport contains also other data and estimation of insurance
company operations as well as explanations of changes in accounting
statcments.
Insurance company is obliged to publish the main data of the balance
upon acceptance of annual account.

Article 72

Insurance company makes periodical account in the manner and within
the terms prescribed by the federal law.

Article 73

Federal administration authority for financial affairs determines the
data of Article 71 of this Act to be published by insurance company.

Article 74

If insurance company deals with life insurance and other typcs of
insurance or rcinsurance whilst facing winding up or liquidation and it
conditions prescribed by law for cstablishing lifc insurance company are
existing, life insureds may with the funds of such company cstablish a ncw
life insurance company.

It conditions as mentioned in Para. 1 of this Article do not exist, all
lifc insurances, with the funds, arc ceded to other insurance companics,
it they are willing to accept them.

In cases mentioned in Paras. | and 2 of this Article, the liabilitics
towards insureds arc not changed.

If no conditions exist for cstablishing a new life insurance company,
ceding life insurance treatics to other companies for the purposc of
cstablishing new life insurance company or ceding such insurances to other
insurance companies, the sums insurced can be dicrcased.

For making decision on establishing or ceding life insurance as
nmentioned in this Article, the lifc insureds form a comittec that makes all
preparations for cstablishing a new life insurance company in accordance
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with provisions of this Act or for ceding life insurance to other insurance
companics.

For establishing a new life insurance company and for dicreasc of sum
insured, committee mentioned in para. 5 of this Articlc shall ask for an
expert opinion of an authorized actuary.

VI DISSOLUTION OF INSURANCE COMPANY

Article 75

Insurance company shall cease to operate in the process of liquidation:

1) if management body of insurance company makes such
decission,

2) if its entry in the court register is decleared null and void
by a finally - binding court decission,

3) if insurance company ceases to fulfill conditions of Article
12 of this Act or does not compensate security fund in the
manner provided by Article 66 of this Act or does not
proceed in the manner provided by Article 69 of this Act,
while no conditions for bankruptcy proceedings are
fulfilled,

4) it Federal administration authority for financial affairs
imposes a ban on permission mentioned in Article 16,
para. 1 of this Act, in accordance with Articlc 115 of this
Act,

5) in other cases as provided by this Act.

In cascs mentioned under Para 1, items 1 and 2 of this Article,
insurance company property is distributed to investors in proportion to
their deposits.

In case of liquidation of mutual insurance company, thc property is
primarily used for refunding deposits to investors while the remaining
property is distributcd among its members (insureds) in proportion to their
contribution (services) in the three preceeding years.

Article 76

Federal authority for financial afairs shall impose a ban on permission
if it has subsequently become evident that insurance company established
under provisions of this Act does not fulfill the conditions provided by
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Articles 12 and 15 of this Act or if it has not adjusted its operations to the
provisions under Article 57 of this Act.

Decision on ban on permission shall be submitted by Federal authority
mentioned in Para. 1 of this Article through Social Accountancy Service
of Yugoslavia to the authorized branch of Social Accountancy Service
which will then propose liquidation proceedings of insurance company.

Article 77

Bankruptcy proceedings of insurance company begins if within 15
working days from the date of nonliquidity insurance company does not
establish its liquidity.

Article 78

To bankruptcy proccedingts of insurance company provisions of law
regulating constraint, bankruptcy and liquidation shall be applied.

Article 79

Bankruptcy sum of insurance company shall include the following:
1) all financial funds of an insurance company,
2) all movablcs and immovables as well as property interest,
3) all asscts of insurance company.

Article 80

From bankruptcy sum, liabilitics of insurance company arc settled in
the following procedurc:

1) asscts of creditors in life insurance and reinsurance up to
the level of liabilities expressed in mathematical reserve
mentioned in Article 57 of this Act,

2) asscts of creditors in accident insurance treaties,

3) assets of creditors in other insurance trcaties and
reinsurance treaties,

4) other creditors assets,

5) assets of the founders of insurance company.
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VII YUGOSLAYV INSURANCE BUREAU

Article 81

Yugoslav insurance bureau is founded by insurance companies
(hereinafter referred to as Bureau).

Bureau performs dutics provided for by intemational motor third party
insurancc treatics.

Burcau represents Yugoslav insurance companics in intcrnational
insurance companies on businesscs mentioned in Para. 2 of this Article.

Insurance companics may by an agreement entrust Bureau with
performance of certain businesscs of mutual and general intcrest (statistics,
information, development, expert training, actuarics ctc).

Article 82

Burcau is a legal entity.

Burcau enters in the court registar.

Burcau organisation is determined by Articles of Association.

An agrcement between insurance companics and burcau determines the
manner of its financing and operations mentioned in Article 81, Para. 4
of this Act which Burcau is entrusted with.

VIII OBLIGATORY INSURANCES

Article 83

As provided for by this Act, obligatory insurance includes the
following:
1) travellers' accident insurance
2) motor third party insurance
3) aircraft third party insurance
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Article 84

Owners and users of vehicles to whom provisions of this Act on
obligatory insurance applies are obliged to make an agreement of
obligatory insurance with insurance company.

Obligatory insurance agreement must be concluded before the vehicle
1s in traffic.

Insurance company dealing with obligatory insurance is obliged to
make agreements on obligatory insurance under conditions according to
which such insurances are effected.

Article 85

Provisions of this Act on obligatory insurance do not apply to the
Yugoslav Army.

1. Travellers' accident insurance

Article 86

Owners and users of vchicles in public traffic arc obliged to make an
accident insurance agreement.

Agreement mentioned in Para. 1 of this Article must bc made by
owners and users of the following:

1) buses on city, long - distance and international lines and
extra - line traffic,

2) taxis and rent-a-car vehicles when rented with a driver,

3) buses that take workers to their workplaces,

4) rail passenger vehicles,

5) all marine, lake and river vessels including ferries and rafts
which transport passengers on regular lines, including
cruises and tourist transfers,

6) all rent-a-car vessels from item 5 of this Article which are
rented with at least one member of crew,

7) aircrafts that transport passengers on regular and cxtra
lines,

8) tourist aircrafts used for short and panoramic flights as
well as rent-a-car aircrafts with a pilot,

9) buses that tourist companies use for transport of tourists,

10) all other transportation means with any kind of drive, used
for transport of travellers within the activity.
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Article 87

Passengers, in the construction of these Articles, shall mean the
following: persons that for the sake of travelling find themselves in onc
of the means of transportation, whether they have bought a ticket or not,
as well as persons who find themselves within the area of a station, port
or airport or ncar the vessel before embarcation or after disembarcation
and who intended to travel or were travelling, except the persons who arc
employed at the vehicle.

Passengers mentioncd in Para. 1 of this Article shall mean also persons
who are entitled to free drive.

Article 88

The lowest sums insured to be agreed on one passenger for the case of
decath, pcrmancnt disability, temporary disability, loss of profit and
medical treatment expences shall be determined by Federal Exccutive
Council.

Article 89

A passenger who survives an accident or a person who in casc of a
passenger's death is entitled to make claim, has right to request fulfillment
of obligations of agrecment on insurance from insurancc company with
which they had been insured.

If a carricr who entered into an insurance agreement is liable for the
damage, the compensation to be paid by the carrier shall include the
amount which insurance company had paid in obligatory passcngers'
msurance.

If a carricr i.c. uscr of a vchicle had not entered into an passengers’
insurance agreement under the provisions of this Act, a passenger in an
accident or a person who would be entitled to claims had an agreement
been made, has right to request indemnification from a company seated in
the territory of a republic or autonomous province where an accident
happened and which deals with that type of insurance.

Insurance company with which a person mentioned under Para. 1 of
this Article made a claim shall proceed as if an insurancc agreement had
been made with the sum insured as stated in Article 88 of this Act and such
company has right to claim recovery from a person liable for damage in
connection with the sum paid, interest and expences.

30

>

If an insurance company is unable to obtain recovery mentioned in
Para. 4 of this Article even in a court procedure, it has right to claim
unindemnified amounts from other insurance companies which deal with
that type of insurance in proportion of the premium obtained in obligatory
passcngers’ insurancc to the total premium obtained in the territory of a
republic or autonomous province in that type of insurance.

In case of insurance company bankruptcy, a person under Para. 1 of
this Articlc may claim indemnification from a company as mentioned in
Articlc 108 of this Act.

2. Motor car insurance

a) Obligatory insurance treaty

Article 90

Owner i.c. user of a motor car and trailer is obliged to cnter into an
insurance trcaty covering damage made to third party while using a motor
car (hereinafter referred to as motor third party insurance) causing dcath,
injury, impairment of health, destruction or damage made to things, exccpt
liability for damagc to things hc accepts for transportation.

Damage caused in use of motor car shall also mecan damage made to
third party due to fall of thing off a motor car or trailer.

Article 91

Motor cars and trailers, in the construction of these Articles, shall mean
cars for transportation of persons, things and for trailing as well as
working vehicles which, according to rules on road traffic, must have
traffic licence to be prolonged in terms not longer than 12 months with
the technical survey proviously made.

Motor car and trailer rcgistration, prolongation of rcgistration and
issuc of trial licenee plates can be made only when an evidence of insurance
trcaty has been submitted to the registration authority.

Article 92

No claims on motor third party insurance can be made by:
1) insurance contractor,
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2) owner, user, co-owner and other person in possesion of a
vehicle cven if they were not driving at the moment of
damage occurence,

3)  driver of a vehicle who is liable for damage.

Article 93

Insurance company 's liability in motor third party liability cannot be
lower than the amount dctermined by Federal Executive Council.

If thc amount mentioned in Para. | of this Articlc is insufficient to
cover all damages caused in onc accident, priority shall be given to
personal injuries.

If there arc more injured persons than one, and the total
indcmnification cxcceds the amount mentioned in Para. | of this Article,
the rights of the damaged in rclation to insurance company is
proportionally dicreased.

Insurance company that has paid a damaged persons an amount greater
than that he is entitled to in veiw of proportionally dicreased
indemnification as it had no knowledge of other persons damaged, remains
in obligation toward thosc other persons only to the amount mentioned in
Para. 1 of this Article.

Article 94

When an institution dealing with health, disability and pcnsion
insurance makes a claim for indenmification, the insurance company,
within the liability of its insurcd, is obliged to indemnify medical treatment
expences and other expences in accordance with regulations on health
insurance, i.c. it is obliged to pay the proportional amount of contribution
for disability and pension insurancc.

Proportional amount of contribution for disability and pension
insurance is detcrmined in capitalized amount in relation to remaining
period of work and age of a natural person required for reaching a
rctirement pension,

Article 95

If a damaged person made claim direct to insurance company, the
insurance company has no right to objections otherwisc made to insurcds
for disobeying law or contract.
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Insurancc company that has indenmiticd a damaged person obtains .his
right toward a person liable for damage in the amount of indcnm‘if.icatlon
paid to third party, with intcrest and expences, if no liability (?t its own
has cmcrged in accordance with motor car third party insurancc
agrcenent.

Article 96

Motor car third party insurance includes, according to provisions of
this Act, damages caused in usc of a motor car that was uscd or driven by
a person without licence. .

Insurancc company which indemnities a damage in casc mentioned in
Para. 1 of this Articlc, obtains the right of the damaged person toward a
person liable for damage, for the amount paid in damage indeminification,
intcrest and expencces.

Article 97

If in the course of insurance period, an owncer i.c. uscr of a motor car
is changed, rights and labilitics of a motor car third party insurance
agreement pass on a new owner i.c. uscr and last until expiry of the current
insurance period,

Article 98

Insurance company with which an owner, i.c. user of a car insurcd
motor car third party is obliged to compensate damage made to third party
in forcign country up to the amount regulated by ogligatory insurance
rcgulations valid in the country in which a damage was madc.

If indemnification paid as mentioned in Para. | of this Article is greater
than the amount mentioned in Article 93, Para. | of this Act, msurance
company has right to claim from a person liable tor damage the difterence
between indemmificatgion paid and the amount to which its lability is
limited, as well as interest and proportional part of expences.
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b) Indemnification of damages caused by use of motor cars
whose owners i.e. user had not insured motor car third

party
Article 99

A damaged person to whom a damage has been made in usc of a car
whose owner i.¢. uscr had not insured third party liability, has right to
claim indemnification from insurance company dcaling with obligatory
insurance of motor car third party and seated in the territory or autonomous
province where damage occured.

Insurance company which has reccived a claim mentioned in Para. |
of this Article is obliged to pay indemnification as if an insurance
agrcement had been made.

Insurance company that has indenificd a damaged person obtains the
rights of that person toward a person liable for damage in respect of amount
paid, intcrest and expences.

If insurance company cannot realize its right mentioned in Para. 3 of
this Article cven in court procecdings, it has right to claim unindenmiticd
amouts from other insurance companics that dcal with that typc of
insurance, in proportion to the premium obtained in obligatory motor car
third party insurance multiplied by the number of cars in relation to total
premium rcalized in the territory of a republic or autonomous province
for this insurancc multiplied by the number of vchicles.

In casc of insurance company bankruptcy, a damaged person may claim
indemnification from the company as mentioned in Para. 1 of this Article
or from company mentioned in Article 108 of this Act.

v)  Indemnification of damage caused by unindentified vehicle

Article 100

A damaged person who suffered a damage by unindentiticd vehicle has
right to claim compensation tor decath, bodily injury or health impairement
from an insurance company that deals with motor car third party insurancc
and which is scated in the territory of a republic or autonomous mentioned
in Article 93, Para. 1 of this Act.

Damages by unindentified vchicle arc covercd by all insurance
companies dealing with motor car third party insurance in a republic or
autonomous province where damage occured, in proportion to the
premium obtained in that type of insurance multiplicd by the number ot
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vehicles in relation to the total premium obtained in the territory of a
rcpublic or autonomous province in that type of insurance multiplied by
the number of vehicles.

If a car that caused damage is found, the insurance company which
covered the damage has right to claim recovery from the company with
which motor car third party insurance was effected, for the amount paid,
interest and expences.

In case of insurance company bankruptcy, adamaged person may claim
indcmnification from insurancc company stated in Para. 1 of this Article,
t.c. from a company stated in Article 108 of this Act.

Article 101

A person who is not a citizen of Yugoslavia and to whom damage was
made in the territory of Yugoslavia by an unindentified vehicle, has right
to indenmification in accordance with Article 100 of this Act if the law of
his country allows for the citizens of Yugoslavia to be indemnified for the
damage by unindentificd vehicle.

A person who is not a citizen of Yugoslavia and who was damaged in
the territory of Yugoslavia by an unindentified vehicle, has right to
indemnification in accordancc with provisions of Article 100 of this Act
and if it is provided by the agreement of Burcau with the national bureau
of insurance of the country of his citizenship or if the national bureau of
insurance from the country of his citizenship signed a multilateral
agreement or an agreement signed by the Bureau.

In casc of insurance company bankruptcy, the damaged person who is
not citizen of Yugoslavia may, under the provisions of Para. 1 of this
Article claim indemnification from a company as mentioned in Article 99,
Para. 1 of this Act, i.c. from a company as mentioned in Articlc 108 of
this Act.

g) Indemnification of damages made by a motor car with
Joreign licence plate

Article 102
A person who with motor car having a forcign licence plate enters the
territory of Yugoslavia must have a valid international certificate of

insurancc against third party liability that is acceptable in the territory of
Yugoslavia or any other certificate cvidencing that such insurance exists
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and that it covers damages of at least the amount mentionced in Article 93,
Para. 1 of this Act.

International ccrtificate stated in Para. | of this Article is also required
for a motor car shipped to Yugoslavia on another vehicle, unless it shall
not be used in the territory of Yugoslavia.

Border authorities for internal affairs make control of fulfillment of
conditoins of Paras. 1 and 2 of this Article.

Article 103

International licence and evidence as mentioned in Article 102, Para.
1 of this Act shall mcan documents the validity of which is acknowledged
by the Burcau.

Acceptance of validity of intcrnational certificatcs and evidence can be
done by the Bureau only in advance through informing the Federal
authority for intcrnal affairs.

Acceptance of validity of international certiticates and evidence means
that Burcau guarantees for liabilitics bascd on such certificatcs and
evidence, up to the amount mentioned in Article 93 of this Act.

Article 104

Persons who havc no valid international certificatc or cvidence
mentioned in Article 102, Para. 1 of this Act have to cnter on border into
agrecment with domestic insurancc company on third party insurance valid
in the territory of Yugoslavia.

Article 105

A person to whom a damage was made by a motor car with forcign
licence plate and which has a valid intcrnational certificate or cvidence of
existence of motor car third party insurance as mentioned in Article 102,
Para. | of this Act, claims indcmmnification from one of insurancc
companics dcaling with motor car third party insurance.

If within 60 days an insurance company to whom a claim had been
submitted, with valid documents, does not pay compensation, a damaged
person has right to claim indemnification from the Burcau.

If the Burcau docs not indenmify damage within 30 days from the datc
of claim, a damaged person may suc Burcau and insurance company
mentionced in Para. 1 of this Araticle.
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Article 106

A damage caused by a motor car with a foreign licence plate which is
insured with a Yugoslav insurance company is to be indenmificd by that
company in accordance with provisions of this Act valid for motor cars
with Yugoslav licence plates.

Article 107

To indemnification of damage caused by a motor car with foreign
licence plate not covered by motor car third party insurance, provisions
of Articlc 99 of this Act shall apply.

Article 108

If in the territory of a republic or autonomous province where accident
happened ncither of insurance companies is seated, or in casc of insurance
company bankruptcy, the insured mentioned in Article 89 i.c. damaged
person mentioned in Article 99, 100 and 101 of this Act may claim from
insurance company with the place of business in that republic or
autonomous province.

If insurance company which indemnified the damage cannot get
recovery, it has right to claim unindennified amount from other insurance
companics that decal with that type of insurancc in that republic or
autonomous province, in proportion to premium obtained in that type of
insurance.

3. Aircraft owners or users liability insurance

Article 109

Owner or user of Yugoslav aircraft is obliged to insurc liability for
damages caused by use of aircraft.

A foreign aircraft which enters the air space of Yugoslavia must have
third party insurance as mentioned in Para. 1 of this Article, unless therc
is another security for damage compensation or unless otherwisc
prescribed by international agrecment.
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Article 110

Obligation of insurancc company to indemnify damages in accordance
with Article 109 of this Act is limited with thc amount determined by
Fedcral Executive Council, unless the greater amount is provided for by
the agrccment.

IX SUPERVISION OF INSURANCE COMPANY
OPERATIONS

Article 111

Actuarial business, in construction of these Articics, is performed by
authorized actuaries.

Dectailed conditions for acturial business performance arc provided by
Federal authority for financial affairs.

Provision mentioned in Para. 2 of this Article shall be determined by
a body or institution which will issuc licences to persons who fulfill
prescribed conditions for performing business of authorized actuary.

Article 112

The authorized actuary gives opinion on whether the insurance
company in its opcrations respects principles and rules of insurance as
mentioncd in Article 10 of this Act,

The authorized actuary especially gives opinion on the following:

- technical basis,

- tariff ratc,

- maximum cover scales,

- rules on method of determination of mathematical reserve,
uncarncd premiums and outstanding losscs, reservations
for catastrophes and the way in which such rules have been
applicd to annual account.

- whether the guarantee rescrves in annual account of
insurancc company arc adjusted to Article 68 of this Act.
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Article 113

If a body authorized for supervision of operations of insurance
company finds irregularitics in annual account, it shall inform the
authorized actuary who gave an opinion mentioned in Article 112 of this
Act.

The authorized actuary is obliged to check its opinion and inform of
it the body mentioned in Para. 1 of this Article.

If the authorized actuary disapproves of the requirement given by the
body authorized for control as mentioned in Para. 1 of this Articlc, the
procedure from Article 114, Para. 2 of this Act shall be applied.

Article 114

A body within an insurance company authorized for making by- laws
and annual account from Article 113 of this Act is obliged to, prior to its
making, consider an opinion of the authorized actuary.

If the authorized body mentioned in Para. 1 of this Article disapproves
of the opinion of the authorized actuary, it is obliged to inform
administration authority of the republic or province which will then form
a commission of actuarics to consider the by-law and annual account and
give its opinion.

Opinion of the commission of authorized actuaries is submitted to the
body in insurance company authorized for making by-laws and annual
accounts. The body in insurance company authorized for making by-laws
and annual account has to consider the opinion of commission before its
making.

If the body in insurance company docs not accept opinion of the
commission of authorized actuarics, it is obliged to inform the republic or
provincial administration authority within 30 days which will immediatcly
transfer the information to Federal authority for financial affairs.

Article 115

The republic or provincial administration authority shall within 3
months issue a resolution to insurancc company for removal of
defficiencies detcrmined by the commission of authorized acturarics or
may propose Federal administration authority for financial affairs to
imposc on the insurance company which had not accepted the opinion of
authorized actuaries a ban on licence mentioned in Article 16, Para. 1 of
this Act.
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Article 116

In order to provide data for actuary busincss and creation of technical
basis and tariff rates, insurance company is obliged to submit statistical
and other data per types and groups of insurance in the manner determined
by Federal authority for financial affairs.

By regulation of Para. 1 of this Article, Federal authority for financial
affairs shall determinc the body, i.e. institution to which data as mentioncd
in Para. 1 of this Article shall be submitted.

X PENALTY PROVISIONS

Article 117

A fine of 45.000 to 450.000 Dinars shall be imposed on insurance
company for the following cconomic offenses:

Y

2)

4)

S)

S))

7

it more than 50 percent of the total mathematical reserve
funds is placed in immovables (Art. 55, Para. 4),

if life insurance funds arc not on a scparate account and if
arc uscd for cover of liabilitics from other types of
insurance  or rcinsurance or any other liabilities of
insurance company (Article 57, Para. 1),

it in the coursc of the following business year it docs not
compensate the sccurity funds from the precceding year
increased by retail price index (Article 66),

it it docs not determine profit and loss for life insurancc
scparatcly and docs not cxpress a common result on other
insurance businesses,

it it docs not create guarantee rescrve and does not provide
for the minimum guarantec rescrve (Article 68, Paras. |
and 3),

if in its operations it docs not adjust amounts of guarantce
reserve as mentioned in Article 68 of this Actand if it docs
not make program of mcasures nor adjustment of scope of
precmium income, i.c. level of premium retained in the
following 6 months (Article 69),

if it docs not compensate damage made by a vchicle in a
forcign country up to thec amount rcgulated by obligatory
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8)

9)

insurance provisions of the country where an accident
happened,

if it does not indemnify a third party as mentioned in Para.
1 of Article 99 as if an agreement on insurance had been
made (Article 99, Para. 2),

if it does not submit statistical and other data per types and
groups of insurance in the manner determined by Federal
authority for financial affairs (Article 116, para. 1).

For offense from Para. 1 of this Article, the responsible person of
insurance company shall also be fined from 2.500 to 25.000 Dinars.

Article 118

A fine of 45.000 to 450.000 Dinars shall be imposed on legal entity
for the following economic offenses:

D

2)

3)

4

5)

if it does not enter into obligatory insurance agreement
with an insurancc company before a vehicle is put into
traffic (Article 84, Paras. 1 and 2),

if it does not enter into an agreement on travellers' accident
(Article 86, Para. 1),

if it does not entcr into an agreement on motor car third
party insurancc covering death, bodily injury, health
impairment as well as destruction or damage to things,
except liability for damages on things accepted for
transportation,

if it does not provide insurance of liabilities for damages
caused by usc of an aircraft (Article 109, Para. 1),

it it intcrmediates or insures property and persons with
insurance companics which are not authorized undcr
provisions of this Act (Article 7, Para. 1).

For oftensc from Para. | of this Articlc, the responsible person of legal
entity shall also be tined from 2.500 to 25.000 Dinars.

Article 119

A fine of 2.500 to 25.000 Dinars shall bc imposcd on a person for the

D

following offenses:

intermediating or insuring property and pcrsons with
insurance companics which were not cstablished under
provisions of this Act (Article 7 Para. 1),
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2) notentering into insurance agreement that should had been
made in accordance with this Act (Articles 86, 90 and
109).

XI TRANSITIONAL AND CLOSING PROVISIONS

Article 120

Insurance comnwnitics of property and persons and rcinsurance
communities established under provisions of Property And Persons
Insurancc System Act (Official Gazzette of SFR Yugoslavia No. 24/76)
are obliged to adjust their organisation, actions and by-laws to the
provisions of this Act by 31st Dececmber 1990.

Assembly of a property and persons insurance community and
assembly of reinsurance community trom Para. 1 of this Article shall
appoint an organizing committce which will take actions nccessary for
preparation of proposal for adjusting operations and by-laws to the
provisions of this Act.

Article 121

Property and persons insurance communitics and reinsurance
communities which adjust their actions and by-laws to the provisions of
Article 120 of this Act are obliged to submit evidence that conditions stated
in Articles 12 and 15 of this Act have been fulfilled to the Fedcral authority
for financial affairs, together with thc documents showing state of assets
and reserves and funds of property and persons insurance community or
reinsurance community based on the data of final account tor 1989
submitted to Social Accountancy Service.

Federal authority for financial affairs, following the cvidence and
documents submitted by insurance community shall within 30 days from
the date of submitting estimated whether the conditions for cstablishing
insurance company along the lincs of Articles 12 and 15 of this Act have
been fulfilled and then issuc a lincence for establishing company or statc
its disaproval.

If the cxisting insurance or reinsurance community does not obtain
licence for establishing by 3 1st December 1990, the authorized branch of
Social Accountancy Service shall by 15th January 1991 initiatc a regular
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liquidation proceedings on that community in accordance with provisions
of Federal law which determines constraint, bankruptcy and liquidation.

If the Federal authority for financial affairs subsequently determines
that insurance company which was given a licence for establishing in
accordance with this Article does not fulfill conditions and criteria set forth
in Para. 1 of this Article, i.e. that adjustment of business operations is not
developing as stated in Para. 1 of this Article, it can issue a ban on licence.

If the Federal authority for financial affairs issues a resolution as
mentioned in para. 4 of this Article, it shall inform of it the authorized
branch of Social Accountancy Service which makes proposal for initiating
liquidation proceedings on insurance company.

Article 122

Insurance communitics that fulfilled conditions as mentioned in Article
120 of this Act shall crcatc a security fund mentioned in Article 12 of this
Act within the following terms:

I) atleast SO percent prior to issue of licence,
2) the remaining amount by 30th June 1991

Total funds of guarantee reserve of an insurance company may be lower
than the funds mentioned in Article 12 of this Act under conditions
mentioned in Para. 1 of this Article.

Article 123

Security reserves and other funds of property and persons insurance
commmmitics and reinsurance communitics that have fulfilled conditions
of Article 120 of this Act bccome security reserve funds i.c. other funds
of insurance company.

Security reserve funds of property and persons insurance communitics
as mentioned in Para. 1 of this Article which are nominated on insureds
on the basis of sclf-managing agreement can be used as founding shares
in sccurity fund.

Security fund of property and persons insurance community and
rcinsurance community which the founders of such communities invested
on the basis of self-managing agreement, i.e. establishing agreement may
be used as founding shares in a security fund of insurance company.
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Article 124

As of the date of entering into a court register, all rights and obligations
from a property and persons insurance agrecment and reinsurance
agreement, as well as all other rights and obligations of a community pass
on the insurance company.

Article 125

By the 30th June 1991 insurance companies shall adjust their business
operations and Bureau activities to the provisions of Article 81 of this Act.

By coming this Act into force, business of Yugoslav Bureau of
insurance provided for by intcrnational agrecments on motor car insurance
until the term stated in para. 1. of this Article shall be continued by
Yugoslav Association of Insurance And Reinsurance Companies.

Article 126
Enterprises for agency and intermediary businesses dealing with such
businesses in an independant activity and which are established under the
provisions of Property And Persons Insurance System Act (Official

Gazette of SFRY No. 24/76) shall by 31st December 1990 adjust their
organisation and business to the provisions of this Act.

Article 127

On the effective date of this Act the Property And Persons Insurance
System Act (Official Gazette of SFRY No. 24/76) shall cease to be valid.

Article 128

This Act shall come into force on the cight day upon its publiccation
in the Official Gazettc of SFRY.
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