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I GENERAL PROVISIONS

Article I

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

Othcr businesses of insurance can be handled by special companies in
accordancc with provisions of this Act.

Article 2

lnsuralce busincsses are nuking and effecting property and persons
insurance treaties, reinsurance treaties as well as taking measttres in
prcventing risks that erdanger propcrty and persons insured.Other
insurance businesses are busincsses of brokers and agents in
insurance,survy of risks, assesment and adjustment of losses, legal
assistans and other intelectual and tcchnical services connected with
insurancc businesscs.

Article 3

An insurance company can be established as share-holding insurance
company, public insurance company, mutual insurance company, captive
insurancc conlpany or loiut insurance company.

Article 4

An insnrauce conrp:u'ly, perfornilng economic protection of property
and persons, makes an indcpendat organisation of business making
following nrarket conditions and profit rcquirenrents, iu the coutrtry and

abroad, in accordance with provisions of this Act and other federal acts.

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

Article 5

An insurancc company can be established for the purpose of
pcrfbrnring followi ng businesscs:

I . oDe or more types of insnrance
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2. reinsrlrance
3. one or nore types of insurance and reinsurance

Mutual and captive insurance companies cannot deal with reinsurancc
businesses.

Article 6

Property and persons insnrance is vohurtary.
Exceptionally, obligatory insurance against third party liability and

common liability can be prescribed by law.

Article 7

Propcrty and pcrsons in Yugoslavia are insnred with iusurance
cornpanies founded in accordarcc 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 obligcd to rcinsurc liabilitics of insurance
treaties which exceedc an amourt intcmally deternined to be covered by
own insurance funds.

Article 9

Reinsuralce of liabilities that camot be covered by own firnds have to
be off'ered by insurance conrpanics to othcr rcinsurance companies in the
corntry.

Part of liabilities for which rcinsurancc c:ulnot bc provided in the
courtry is to be covered by foreign reinsurancc.

Article l0

An insrrrancc conlpany nrakcs brrsincss lilllowing ccorronric prirrciplcs
and nrlcs of insurancc branch, law, principlcs ot'loyal nlarkct conrpctition,
busincss custonr and nroralc.

II INSURANCE COMPANY ESTABLISHING

1. Share holding insurance comPany

Article 11

An insurance share holding company is establisheci by social legal

entities ard other persons by accepting ittsurauce company cstablishing
resolution and investing into its sccurity fund.

Other pcrsons that subsequcntly invest into security fund of an

iusurance conrpany and accept its cstablishilg resoltrtion become founders

with rights, obligations ald rcsponsibilities set fbrth in such resolution or
Articles of Association.

Other persons as mclltioned rurder paras I and 2 of this Article are

domestic, physical and lcgal entitics.
Sharc holding compalry car deal with all types of insurance.

An establishing resolutiou of a share holdilg conlpany includes the

following: nane, scat and activities of insurance share holding compary;
financial anrount of sccurity fttnd; amouttt of ildividual shares; namcs of
founders; number of shares subscribed; kinds of shares and final paymcnt

tcrms; conditions and nrethod of dctermination and distribution of profit;
company management and other issues essential for contpany establishing.

Article 12

Anrount of financial funds of security fund at the moment of sharc

holding insurancc conrpany establishing cannot be less thal:
t) 5.000.000 Dinars for life insttrance
2) 10.000.000 Dinars for othcr ittsttranccs
3) 10.000.000 for reinsnrance

Fccleral Executive Corurcil once a ycar determines the antourt under
Para 1 of this Article following retail prices indcx.

Article 13

Total financial antout of sccurity frurd is expressed in shares of equal

amorults.



Article 14

Founders of share holding company decide on formation of an

organizing committee.
Organizing comnrittee includes representatives of founders and expert

associates.
Orgarizing committee takes all stcps ncccssary for holding an

organizing assembly and prepares Resolution Proposal for establishing an

insurance share holding company as well as other proposals to be brouglrt
by organizing assernbly.

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

Article 15

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

Along with information under Para I of this article, an organizing
conrmittcc supplies Federal authority for financial affairs with the
fbllowing:

l) Insurancc sharc holding company establishing Resolution
proposal

2) Articles of Association Proposal
3) Evidcncc that financial funds for security ftrnd have been

provided
4) Business policy documents proposal
5) Number and qualificatrion strucutre of managers of an

insurance share holding compauy.

Article 16

Following the evidencc that conditions tbr sharc holding conrpany
cstablishing have been fulfillcd, Fcdcral authority for financial al'tairs,
within 60 days fronr thc datc of srrbnritting cvidcnc:c nrcntiorrcd irr Articlc
15, Para 2 of this Act, n'nkcs a rcsoltrtion on issrring pcrnrissiorr firr sharc
holding conrpany cstablishing.

If thc rcsolution fionr Para I of this Articlc is not brought within 60
days, it shall bc considcrcd as brorrglrt.

Article 17

Organizing assembley of a sharc holding company
1) makes a resolution on establishing
2) makes articles of association of an ittsurancc share holdittg

conlpany
3) makes a resolution on appointnrcnt of acting numager of

insurance share holdiug company and menbers of
temporary management board

4) makes resolutious on main business policy, insurance

conditions and insurance premiunr rates, teclu)ical bases,
maximum cover scales and othcr business docuntents

5) makes studies of cstimated restrlts of a share holdittg
company

6) nrakcs proposal for docunlctrts rcgulating conditions and

nrcthod of placcment of rcscrvcs and funds
7) makes prevention progrant proposal
8) makes other rcsolutions that are brought at thc begining of

company operatrous.
Founding resolution is brought by majority votc of share holders.
Study of estimatcd busine ss results contains particularly thc following:

estimatcd prcnriunr inconre, cstinntcd losscs, estinrated insurauce costs,

cstinuted rcservc firnds altd cstimated incontc and cxpenditurcs of firnds
of prevcntiorr tbr at lcast a thrcc - ycar pcriod.

A resolution from Para l, item l of this Article cannot providc for
more than 20 pcrccnt of total security find pcr ycar fbr establishing and
business expences of an insurance share holding conrp:llly nor fbr thc
rcfund tcrnr longcr tlun five years.

Article 18

Articlcs of Association of an insurancc sharc holdirtg conlpany
corrtains thc fbllowing:

l) namc and scat of a share holdiug company
2) types ofinsuralcc that a share holding conrpilty shall deal

with
3) powcrs and field of activitics of assembly and othcr

con)pany authoritics as well as conditions for valid
operation ard dccisioD making,

4) rights, obligatiols 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
comp:ury,

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

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

l0) other issues of significance for a share holding compaly.

2. Public insurance company

Article 19

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

Public insurancc conpany 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 il Article 12 of this Act.

Article 21

A Resolution on establishing a public insurance comp:xry deternrires
thc following: nane, seat iurd activities of public insurance cc)nlpany;
amorurts of sccurity fund and, if thcrc arc n)orc fburrders - the anrouut of
individual sharcs and nanrcs of fbundcrs; rights and obligatiorrs of
fouuders iu ntanagcment of public iusurancc conlpany; nrcthod of
deternrination and distributiorr of profit as wcll as othcr issucs csscntial
fbr cstablishing and opcration of a conrpany.

3. Mutual insurance company

Article22

Mutual insurance company can be established by domestic legal

entitics and natnral pcrsons by entering into agreements with at least 250
natural persons fbr lifc insurance and 300 for othcr insttrances, but not
lcss than 250 and 300 respcctively of insurance against thc same risks.

Mutrnl insnrancc conpany is established through an agreement.
Mutual irrsurancc comp:uty can bc cstablished as nrtlttnl iusurancc

company with unlimited contribution (share) and as mrttrtal insttrance

conrpany with linited contribution (share).

Mutual insurauce conrpany with limited contribution nreans that the
ir.rsnrcd cannot be requcstcd to nnkc additional contributiott (sharc) greater

than 100 pcrccnt ofprevious contribution (deposit) by cach iusnred whcu
losses and otltcr cxpenditures arc grcater than the prcvious contributions
(dcposits) and othcr income .

M inimunr contribution (deposit), respcctivcly linited contributiott
(dcposit) ofall nrenrbcrs (insurcds) should bc at lcast 67 percent ofsccurity
tiurd.

Article 23

Foundcrs of a nurtual insuralce compatry must invest into security ftrld
at lcast 30 percent of thc anrount nrcrtioned in Articlc 12 of this Act if the

conrpauy is established with unlimitcd contribution (dcposit) of nlcmbers
(insureds), i.c. at lcast 50 percent if a compauy is founded with limited
contribution (dcposi t).

Article 24

An agrccnrcnt of cstablishing a conlp:ury deternrines the following:
nanrc, scat and activities of a company, amorurt of sccurity flnd; nanres

of fbundcrs; anrorurts of individual sharcs, rrunrbcr of individual shares

subscribcd, nrcthod, tcrnrs and conditions for refunding shares with
intcrcst fronr profit, nrcthod of forfmation and application of funds and

rcscrves; provisions on conscqucuccs of changcs in Articles of
Association, gcncral iusurarce conditions and rcsolution of canccllation
of opcraticns on cxisting insurancc trcaties; provisions orr business making
and othcr issucs csscutial for cstablishing and ocprating of a ntutual
lnsurancc conlpaDy.



Article 25

Rulcs of a company cspccially include thc following: method of
determinatiou as well as ternts and cottditiorts for contributiorrs (deposit)

paynlents; rights to dannge contpcnsatiou; provisiols on tnlintitcd or
linritcd contribution (deposit), obligations concemitlg paynlcnt of
additional contribution (deposit) for covcr of losscs or possibilitics of
covering loss through dccreasc in contpcusatiot't to all members (insurcds);

conditions artd nranucr of profit distribution; provisious on cntcrirtg and

lcaving membcrship in a conrpany; rights and obligations of mentbcrs

(insurcds) that leave thc ntenrbership.

Article 26

To public insuraucc conrpany and ntutual itrsttratlcc conlpany,
provisions of Articlcs 12 and 14 to Articlc I 8 of this Act shall bc applicd.

4. Captive insurance companY

Article 27

Captive irtsuriutce conlpai)y catt be fbttnded by a conlplcx orgatrisation

or conrpanics associatcd within strch org:urisation by investing into
security tirnd in thc amount provided in Articlc l2 of tltis Act.

Captive insulrance conrpany dcals ottly with insttrancc of propcrty and

workers associated within a contplex organisation as well as property and

workers of a contplcx organisation which cstablishcd a captivc iusttrancc

company.
A resolutiort on establishirtg a captivc insltrancc compal)y deternrirtcs

thc fbllowing: ranrc, scat aud activities of a captivc insttraucc conlpany,
an'rount of scctrrity fund :utd tcrnrs of paynlcnt; conditiorls atld nnuttcr of
detcrnrination and distribution of profit; way of nlanaSenlcllt; intcrnal
organisation of a contpany and othcr isstrcs of inlportancc fbr cstablishirrg

and opcrations of a captivc ittsurattcc conlparly.
Liability of fbundcrs of a captivc insttrattcc conlpally is linritcd by thc

firnds providcd by a fburtdcr filr a sccrrrity frrrrd.

To captrivc ittsttrattcc conlPally Prttvisitttts of Articlcs I I to l8 of this

Act shall bc applied.

insurance company

Article 28
lot,v(

I insurance company can bc forurdcd as a share holding conrpany
by domcstic social and lcgal entities together witgh donrcstic lcgal entities
and natural persous and fbrcign legal entities.

Foundcrs cntcr into an agree ment of a ntrrtual insurarrcc conlpany.
An agrecment as nrcntioucd in Para 2 of this Article dctcrnrincs thc

following:
I ) activitics of a ntutual insurancc conlpaly
2) rranrc and scat of a nnltual insuralcc contpany
3) kind and anrorurt of funds to be dcposited by each fbrrndcr

into sccurity fund as wcll as ternrs and nlcthod of
dcpositing such funds

4) composition, mcthod of appointnrent and powcrs of
nmaging bodics ir a nrutual insuratrce company,
rights and obligations of nnnaging bodies in a mutual
insurancc conrpany and nlanncr of thcir dccision nraking
intcmal organisatiou of a nrutual insurance contpru.ly,
critcria and nunncr of distribution of protit,
intcrrclations, rights aud rcsponsibilitics of founders of a

nlrtual iusurance conlpany; way of risks bearilg as wcll
as way of covcring losscs of a nlrtual insurance conlpauy,
nrcasurcs and responsibilitics in providing liquidity and
solvcncy of a nnrtual insurance contpany,
conditious and method of expiry of rights and obligations
of foundcrs of a nnrtrnl iusuralcc conlpany,
rights ard obligations of founders in case of winding up a
nrutual insurance company,
scttlcnrcnt of di sputes,
othcr qucstions of intercst for establishing and operations
of a nlrtual iusurance conlpany.

Mutual irrsurancc conrpany cannot dcal with life insurancc, rcinsurarrcc
nol with insurarrce of conrparrics which miurufactrtrc or tradc arnrs and
nrilitary cquipnrcnt, cxccpt in casc whcn approval of Fcdcral national
dcf-cncc dcpartnrcnt is obtaincd in accordance with forcigl invcstnrcnts
law.

1l

s)

6)
7)
8)

e)

t0)

I t)

t2)
l3)
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Article 29

Foreign lcgal entitics calnot invest less than 20 percent nor more thalt

49 percent of the amount of security fund provided for by agreement of
establishing a mutual insurance conpany.

The amoturt of security fund cannot be lowcr thzur the anlount set forth
in Article 12, Para I of this Act.

If therc is more than otre foreign iltvestor, neithcr of them individually
can invest into security frrnd grcatcr nttmbcr of sharcs than thc greatcst

share of a donrcstic foundcr for insttrance (hereinaftcr refcrrcd to as

domestic share holder).
Founding a nlrtual ittsurance company is subjcct to obtaining approval

tronr Federal Administratiotr itt accordauce with Articlc 16, Para I of this
Act.

Article 30

Forcign legal cntities nray irtvcst tiurds into domcstic ilrsttrattcc

companies, into propcrty insuraltcc busirless, trp to thc lcvel of funds as

providcd for in Article 29 of tlris Act, i.e. to thc lcvel of scctuity fitnd fbr
property insurzurce cxprcsscd in thc last auuttal accotll)t of a dontestic

insurance comp:ury.
Forfunds irvested iu accordaucc with Para I of this Article, adonrestic

iusuralce conlpalty issucs to thc forcign lcgal cntity sharcs providcd by
i nvestnrcn t agreenlent.

Article 3l

To operations of ntttttnl ittsttratrce conpally provisions of this Act

conccrning opcrations and fuinds of insurancc conrpanies shall be applicd,

unlcss otherwisc providcd for by tltis Act.

6. Special companies for other insurance buisnes"^es

Article 32

Irrsurancc compauy, olle or nlorc natttral pcrsolls, nray tbrnt a spccial

insurancc conp:ury for other ittsttraucc btrsincsscs front Article 2 of tltis
Act.

A contpany ntentioltcd in Para. I of this Article is cstablished as a

contpany with linritcd liability, with total sharc of at least 50.000 Dinars'

Federal Executive Cogncil olrce a ycar detcrntincs the lcvel of amolnt
nrcntioncd inPara.2 of this Article following retail prices index.

7. Insurance and reinsurance pools

Article 33

Two or morc itrsuraucc comparies nny fornt a pool for coinsnrancc or
rciusurance of propcrty artd persotts.

A pool is fotrnded by an agrt-ccmenct.

Coinsuratrce or rcitrsttrattcc pool in legal tralsactiotls acts iu thc namc

and for the accoturt of its fbturdcrs.
For obligations which a pool ti*es in coitlstlrancc or rcittsttratlcc

business, the fbunders arc liable in tlte way and under conditions sct forth
in an establishirrg agrf'eenrcnt, Articles of Association artd othcr gelleral

docrrntcuts.
To cstablishing and operations of pool, provisions concerniug

investment of funds of Articlc 12 of this Act shall not be applied, nor to
thc fiurds of insurauce conpanics.

8. Juridical status and court register of insurance company

Article 34

Insurance compatry is legal entity with rights, obligations and

rcsponsibilitics sct forth iu this Act and Reoslutiott or agrccnreut of
estgablishing.

Parts of iusurance conrpalty have no property of lcgal entity but

Articles of Associatiou of an insttrance conpany nlay transfcr althority
of handling certaiu busittesscs and give some attthorizatious in lcgal

transactions.
An insurancc con'lpany performs payment operatiolrs through its

accorurt with Social Accourrtancy Scrvicc.
Parts of ittsuraucc compiuly, within the transferrcd authorities, can

pcrform payntcnt ocpratiols also thrortgh scparate accotlllt with Social

Accountaucy Service.
Accounts fiont Para. 4 of this Article form an integral part of a

accoru.lt of au insurauce conrpany.
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Article 34

An insurance conlpany becomes a legal entity by cntry
register.

Registration also includes parts ofinsurancc conrpany thal
powers in lcgal tr:utsactions.

III INSURANCE COMPANY MANAGEMENT

in the court

havc ccrtain

At thc Asscnrbly of a sharc holdiug conlpany all dccisions arc brought
by nra.islily votc of sharc holdcrs prcscnt, unlcss otlrcrwise providcd by
Articles of Association.

Asscnibly of a share holding conrpany is mn by prcsident, i.e.
chairman.

Article 38

Araticlcs of Associatiou of insrrrancc conlpany dcternrincs thc
followirtg: nrrntbe rof ntcntbcrs of nranagcnrcnt board of whiclr onc quartcr
can bc cntployccs of a sltarc holding conlpany; conditions tbr rcvocation;
way of dccision nnking and othcr questions within thc powcrs of
nranagcnrcnt board.

A dircctor is nrcnrbcr of nranagcnrcnt board by fiurction.

Article 39

Managcnrcnt board of an iusurancc sharc holding conlpauy:
l) on dircctor's proposal appoints and dissolvcs spccial

prox tcs,
2) nrakcs plan and plogranrs for opcratiorrs of a conrpany,
3) dctcrnrincs insrrrarrcc corrditions aud prcnrirrnr ratcs irr

accordancc rvith Articlc l7 of tlris Act, rrraxinrrrnl c:()vcr'

scalcs, othcr brrsirrcss ancl gclcral docunrcnts, cxccpt
docrrnrcuts brouglrt by Asscnrbly,

4) prcparcs proposals fbr Asscntbly ald puts its docunlcnts
irrto cflcct,

5) considcrs and adopts busincss anrrual reports,
6) dctcrnrincs dircctor's sallary and rcnrunclations of

nrcnrbcrs of nurragcnrcrrt and supcrvisory boards,
1) in accordancc with Articlcs of Association. subnrits

brrsincss rcports to sullcr"'isory board,
8) sunrnlous Asscnrbly nlcctings,
9) pcrtblnrs othcr drrtics providcd fbr hy Articlcs of

Association of a sharc holdirrg conrpany, as wcll as drrtics
rvhich dcl not f all in thc powcr of Asscnrbly or srrpcrvisory
board.

L Share holding insurance company

Article 36

A sharc holding insurance conrpany is nunagcd by invcstors depcnding
on nunrbcr and typcs of sharcs, in accordarce with establishing resolutiou
and Articlcs of Association of an insuraucc share holdiug conlp:rny.

Articlcs of Association of a sharc holdirrg conrpany clctcrnrinss thc way
of participation of insurcds in nranagcnlcnt on thc basis of lifb insurancc.

Article 37

Asscnrbly of an iusurancc sharc lrolding contpany:
I) nrakes changcs and antcndntcnts to Articlcs of

Association,
2) dctcrnrincs business policy,
3) considcrs ard adopts anrrual busincss rcports,
4) adopts annrral acc()unts and dccidcs on clistribution of

protit or covcr 0f losscs,
5) nrakcs dccision ou issrrcs of sharcs,
6) nrakcs dccision on t.cgular windirrg rrp of a shar.c lrol<Jing

conlpany or <tn clrangc of a status of a sltarc h<tldirrg
conlpany,
appoints and diss<llr,,cs thc prcsidcnt and rrrcnrbcrs ol
nlanagcn)cnt arrd srrltcrvis<try boards,
appoints aud rcnrovcs a dircctor.
pcrfbrnts othcr dutics providcd for by Articlcs of
Association of a sharc holdirrg conlpany.

7)

8)
e)
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Article 40

Supcrvisory board nronitors and corltrols busincss of al iusuraucc
conrpany arrd srrbnrits rcport to Asscmbly of iusrrr:urcc sharc holditrg
con)pany.

Articlcs of Associatiorr dcterntine the conrposition attd nunrbcr of
nenrbers of supcrvisory board.

Supervisory board is obligcd to rcqucst from nnnagcnrent board to
summon Assembly if it is in thc intcrcst of a sharc holding conlpany.

If the nr:uragcment board docst not acccpt thc rcqucst of supcrvisory
board, supcrvisory board has right [o sunlmor.l an Asscnrbly nrcctiltg of
insuralcc sharc holding conrpany.

Aticle 4l

Each nrcnrbcr of supcrvisory board has onc votc. Mcntbcr of
srrpcrvisory board wlro docs not approvc ofa dccisiou ofsupcrvisory board
nlay exenlpt his opiniotr.

Mcnrbcr of supcrvisory board cannot bc a pcrson who is ntcntbcr of
nunagenrcnt board of insuraucc sharc holdirrg conlpany.

Article 42

Supclvisory board is obligatcd to advisc Asscnrbly of rcsults of srrpcrv
ision, pointirrg to possiblc tailrrrcs of nranagcnrcnt board, dircctor or othcr
cnrployces of insurance sharc holding conrpany.

Arfticle 4J

Insurancc sharc holding conlpany has a dircctor.
Rights, obligations ard rcspousibilitics of a dircctor of an irrsrrrancc

sharc holding conrpany arc dctcrnrincd by Articlcs of Associatiou of an

insura,ucc sharc holdirrg conrpany.

Article 44

I)ircctor of an irrsurarrcc shalc holding c()n)llanv:
1) acts as rcprcscntativc and agcnt of a slrarc holding

conlpany,
2) cffccts rcsolutions of Asscnrbly and nranagcnrcnt board of

a sharc holding conlpany i.c. sccs to thcir application,

3) proposes business policy, plal :urd program of operations
and nreasurcs for their application,

4) initiatcs and proposcs improvcnrents in business making
of a sharc holding conpany,

5) proposes appointments and dissolves special proxics,
6) pcrfornrs organisation and mauagement of work

community, if any,
7) proposes apointnent of ncmbers of managenrent board

anlong enrployccs of a share holding conlpany,
8) nrakes individual dccisions within his powers,
9) perfornrs otl.rcr duties set forth in Articlcs of Association

and brought by Asscnrbly resohttion.

Article 45

Director of a share holding conpany is responsiblc for legacy of
opcrations of an insurarcc sharc holding comp:ury.

Director of a slnrc holding conlpany is responsible for his work to
nulagement board and Asscnrbly of insurance sharc holding conlpany.

2. Joint insurance company

Article 46

To nnnagcnrent of ioint insurance company, provisions of iusurance
share holding compiury (Art. 36 to 45. of this Act) shall bc applied.

3. Public insurance company

Article 47

Public insurance conlpany is nrn by the founders.
A resoltrtion on cstablishing public insuralce conlpany dcternrined

participation of insurcds in nwragcntcnt.
Authoritics of a public iusurancc con)pauy are selectcd and dissolved

by thc fbundcr of a company.
In a public insurance company, au assembly of insureds can be formed.
Malagcnrcut bodics, rights and obligations as well as conrposition and

nlanner of dccision making of the bodics of a public insurance company

l6
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are dctcrn)iucd by a rcsoltrtion on cstablishing a conlpally and by Articlcs

of Associatgion.

4. Mutual insurfunce comPanY

Article 4E

A nutual iusuraDcc compauy i by its ntenrbers (irrsurcds).

Maragcmcnt bodics as well as n aud matttlcr of work of thc

bodics of: a nrutual iDsurancc co dctcrnrincd by Articlcs of
Association clcpcnding on the contributiol (dcposit)'

5. Captive insurance comPanY

prnfit; benefits for cnrployccs in buying sharcs in iusttrattcc contpany :uld

othcr shapes of stinlrlatirrg entployees; responsibility of work comnrunity
to social bodies as wcll as other questions of rclations betwccu iusurance

conlpany and work conmtunity.

V OPERATIONS AND FUNDS OF
INSURANCE COMPANY

Article 51

An insurancc conlpany handlcs iusnraucc and reiustlratrcc busiuesses

in its nanrc and fbr its own account.
Insurance businesses nrentioncd in Article 2 of this Act can be

pcrtbrmed by insurance conlpany itt its own name ald for thc intermediary
in such bnsit'tcsscs.

Article 52

An insnrance contpany, alone or with other insttrancc compatries, can

through prcvcntive tunds tbrnr cnterprises of social organizations (like
institutcs) fbr study, dcsign and ntanufacture of dcviccs of prevctrtivc
protection of property and persons as well as othcr services within the field
of prcvcntion.

Article 53

For obligations fronr insurance and rcinsurauce treatics, al insurauce

conrpany is responsible with all its fturds.
Funds with which ar insurancc compary nnkcs business are the fiurds

fronr security frurd, insuratce prentiums, ntathematical reserve funds,
preveltivc fiurds, business fultds and other funds of iusurance company.

Article 54

Total anrount requircd for compensation of dantages and othcr
liabilities in nnrtrral insrrrancethatcanuotbecovcredby theconrpany funds
shall be guara-rrtecd by insurcds with their own fnuds, in accordancc with
establishirrg rcsolution of a contpany.

Article 49

The contposition and malrlcr of work of a captivc

are regulated by cstablishirtg rcsoltttion artd Articles

conrpany.

lllSrrriulcc conlpally
of Association of a

provlsrolrs olr
Act) shall bc

To nrauagcntcnt bodics of a capttve itrsrtraltcc conlpany'

insurancc sharc holding con)p.uly (Art' 36 to 45 of tltis
applied.

IV WORK COMMUNITY OF INSURANCE COMPANY

Article 50

For pcrfb iu arl lly 
'

a work contn carl b

Mtttual ri cs of i tics

and work contntttttitics arc Cetcrntitlcd by an aSrccnlcnt'

Agrccment mcntiolled in Para. 2 of this Articlc thc

fbllowilg: ittsurancc bttsincsscs artd other btrsincsscs to by

the work comntttrtity; way of organising i.c. scopc clf of

employces in scttling work conmtrtlity; bascs

fbr acquirirg and di pation of enrployecs il
profit accorcling to ievemcnts and realized
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Article 55

Funds as mentioncd in Article 53 , Para.2 of this Act can be dcpositcd
in bank, postal savings or othcr financial institution.

Funds mentioncd in Article 53, Para. 2 of this Act can be depositcd in
papers of value, real cstate and othcr property.

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

No more than 50 percent of the total mathcmatical reservc ftnds can

be invested in rcal estate.

Article 56

Working with thc funds mentioncd in Articlc 53 of tltis Act, an

insurancc comp:ury is obliged to providc tbr placentents or itrvestnlents so

as uot to endangcr their valuc ald owu liquidity in tulfillment of its
obligations.

Article 57

Lifc insurance tunds are to bc kcpt by insttratce conlpany on a scparate

account and they calnot be used nor be subject to fbrccd implementation
for covcr of liabilities from other types of insurattce or rcinsurallcc or .ury

otlrcr liabilities of insurance company.
Lit'e insurance ftrnds have a character of savings and are protccted as

saving deposits.

Article 58

Insuralce premium cotrsists of functional prcntitrm and overhcad costs.

Fturctional prenriunr consists of technical prcmium and prcventive
contribution.

Ovcrltcad costs includc tlte ftnds fbr insurauce handling.

Article 59

Insnrance conlpiury income is created front iusttrauce prcmium,
inwards coinsurance and reinsurance business premium as well as othcr
insuralce busilcsses, financing or additional income.

Other insurance businesses income as nlentioned in Para' I of this
Article conrprises inconte on participation in loss, otttwards coinsurancc

and reinsurance businesses, recovery and other incomc.

Article 60

Insurance company outgo, iu the constmction of these Articles, shall

mean outgo for payntcnt of losscs and sttnls insttrcd, outgo fbr payment

of losses in inwards coinsttrancc and reinsttrance btlsinesscs, otltgo for
prcmium paymelt in outwards coittsttrarrce aud reiusttrauce bttsiuesscs,

outgo for prevention and other it'tsttrurce btrsirless olltSo, otltgo for
insurance atrd rcinsgrancc busiuess activitics as well as financing and othcr
extra out8o.

Outgo fbr payntettt of losses in iusttrancc, coittsrtratrce of rciusuralrce

ancl sunrs insurcd are dctcrmined through a treaty, i.c. through tlte
documents of insurancc conlpaly. Outgo fbr losscs shall neal also

assessment cxpences, court expcnces aud taxes in disputes connected with
insurance business. expert opinion certificates and other expences in

comrcction with scttlement of losses.

Article 6l

Outgo of insurancc comp:ury shall also n'real thc following:
l) expenditures from life insttrauce prenlium for life

iusurartcc mathenlatical rcserve,
2) expcnditures at the end of accorurting ternr rcferring to:

duration of iusur:utce or reitlsurance in the fbrthcoming
pcriod (utrcartred prcmiunr); cxistent bttt ttnsettlcd
liabilities iu insurance or rciusurancc (outstanding losscs)

attd rcserves for catastrophes itl a longcr period.

Expcnditures as meltioued in Para l, itent 2 of this Article are at the

sanrc tinte inconte in the following ycar.

Existcnt but rurscttlcd liabilitics shall mcan also rutannounced losses

the anorurt of which is dctcrmined in a nunncr providcd tbr by thc

documents of insurance conlpany.
Method of scttlemertt and antottttt of iusttrattcc or reittsttrance premium

portion lefi fbr uteamed prcnrittms, outstatlding losses aud reserves fbr
catastrophes, as wcll as nlethod of accounting mathematical rcscrve are

determincd in the documents of insnrance company.
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Article 62

Part of income from insurauce conlpany operations whiclt, on aturual

accotult, rennins aftcr settlemcnt of cxpenditurcs, is expressed as profit.
Profit nrentioned in Para I of this Article, upon resolution brought by

managing bodies of insurance company, applies to thc following:
l) cover of losses from the previotts year
2) set aside for reserves

3) paynrcnt of a profit portion to share holdcrs or investors
in proportion to thc funds they invcsted, i.e. ncnlbers
(insurcds) in a mutual insurance conlpany according to
their contributions (deposi ts),

4) set asidc for other funds of insttrance conlpany (prevcntion
fturd, business fturd, collcctivc constlnlptiotr fund if no

work contnrunity has been formcd).
Assembly of insurance comp:ury nay dccide that enrployees of

insnrancc con)p:ury participatc in distribution of profit.
Assembly of insurancc conlpany nray decidc not to distribtrtc for the

timc being thc profit aficr distribution nrcntioned in Parfa. 2 of tltis
Article.

Article 63

Insurance company whose sccurity reserves arc at lcast 50 perccnt of
average insurarrcc prenriunr acquircd in the two preceeding ycars,
including thc ycar for which profit is distributcd, docs not bave to sct aside
lbr security rcscrvcs.

Article 64

If insuance conlpany income ou aurtual accoturt is insufficcrlt to covcr
thc outgo, insurance conlpiury makes statcnlcnt of business losscs.

Article 65

Loss mentioned in Article 64 of this Act is covered by insurance
company from \

l) rutdistributed profit,
2) additional contribution (deposit) of insttreds with nrutual

lnslrrance conlp:ury,
3) sccurity reservcs,

4) busincs fturd itr the portion which pertains to financial
funds and funds in placcntents with refund expiry tcrm
until the day of final account subntitting,

5) prevention funds, if thc nnnagenrcnt body ntakcs such

decision,
6) sccurity fund.

If insurance company docs not settle the whole loss mentioned in Para.

I of this Articlc, the uucovercd portion of the loss can bc transferred by

insnralcc conpany into the following year as uncovered loss.

Article 66

Insuraucc company is obligcd to settlc the uncovcrcd loss fronr thc
prccccding year in the coursc of the fbllowing year and to contpenstatc

sccurity fturd incrcased by rctail price index in the amourt applied to
covering losses if security fund is dicrcased below the anount sct forth in
Article 12 of this Act.

Article 67

hrsurancc conlp:ury dcaling with lifc insurance dctcrnrines profit ald
loss separately for that type of iusuraltce.

Insurance conrpauy dealing with insurancc and reinsurance busiless is

obliged to deternrine profit and loss scparately for those business aud

cxpress a conunon resrrlt.

Article 68

In ordcr to secure pernullent fulfillntcnt of liabilities, insttralce
company is obliged to have a guarantgec reserve.

Guarantcc reserve cousists of the following:
l) security fuIrd,
2) security rcservc,
3) prcvcntive furd, if nlanagentent body of insurance

company makes such dccision,
4) reserve fbr catastrophes.

Insurancc company ntust have a miuimum of guarantce reserve:

l) il life insnrancc and reinsurance - 3 percent of
nuthcmatical reserve of life insurartce in the preceeding

year'
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2) in other insurance and reinsurance business - l0 percent of
gross insurance i.c. rcinsurance prenrium shares of
coinstrrers and rcinsurers, or retrocessionaircs, dicrease
being not more than 50 percent, and for overseas vesscls

and aviation insurance the dicrease being not more than 85
percent.

Total amotnt of guarantcc rcscrve nlentioned in Para. 2 of this Article
carxrot be less than the anount determined in Article l2 of this Act.Z

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

Article 69

Insurancc compilly is obligcd to ad.just the fiurds of guarantcc reserve
nentioned in Articlc 68 of this Act with thc amount of prcnriunt insurancc
retained.

lf the guaraltcc rcscrve is dicreased by up to 25 precent ofthe anrouut
mentioned in Article 68 of this Act, iusnrance company is obliged to nrake
program for ad.justing opcrations in order to sccurc thc rcquired antouttt

of guarantee rcscrvcs within l2 nlonths.
If the guarantce rcscrvc is dicrcased by norc than 25 pcrcent of thc

rcquircd anrouut, insurartce compiury is obligcd to nnke progranr fbr
adjusting operations in ordcr to provide the requircd anloulrt of guarantcc

rcserves within l8 nlouths.
If thc progranrs nrcntioned i n paras. 2 and 3 of this Article do not provc

to provide thc antorutt of guarantec rcscrvc as ntcntioned in Articlc 68 of
this Act, insurance conrpany is obligcd to ad.irrst the scctpc of prcnriunt
inconre i.c. the level of prcnriunr rctcntion within thc tbllowilrg 6 mclrrths.

Article 70

Technical reservcs of ilsurancc conrpauies, as defined in this Act,
consist of uncanred premiunrs and outstanding losscs as well as anrounts
for catastrophes iu a longcr pcriod of time .

Article 7l

Insuraucc conlpaly is obliged to nukc annual accounts and busirress
rcports.

With the arunral account (balarcc of statc, balalcc of succcss attd

amexes), insurancc cor)rpar)y has to srrbnrit a business rcport.

Report mentioned in Para. I of this Article contains the following:
l) financial position and financial stntcture statemcnt,
2) physical scope of business indices,
3) econonry and efficiency business indiccs,
4) information on increase or discrease of security reserves.

Business rcport contains also otl'rer data and estimation of insurance

company operations as well as explanations of changcs in accounting
statcnlents.

Insurancc company is obliged to publish the ntain data of thc balance

upon acceptance of annual accotutt.

Article 72

Instrrartce conrpany nrakes pcriodical accotrtrt iu the marurer and within
the terms prescribed by thc f'ederal law.

Article 73

Fcdcral administratiou authority fbr firrancial affairs dcternlines thc

data of Article 7l of this Act to be published by insttrance conlp:uly.

Article 74

If insurancc conlpany deals with lifb insur:utcc and other typcs of
insurance or rcinsurance whilst facing windirrg tlp or liquidation and if
conditions prcscribcd by law tbr cstablishing lit-c iltsttratrcc conlpany are

cxisting, lif'e insurcds nay with thc fturds of such contpatty cstablislt a trcw

life insurance company.
If conditions as mentioncd in Para. I of this Article do not exist, all

lifb insuranccs, with the funds, arc cedcd to other insurance contpanics,
if thcy are williDg to acccpt thcm.

Iu cases ntcntioncd iu Paras. I axl 2 of tlris Articlc, the liabilitics
towards insureds arc not cluuged.

If no conditions exist fbr cstablishing a ncw lifb ittsttralce conlpany,
ccding lif'c insuratce trcatics to othcr compauies for the purposc of
cstablishing ncw lifc insuraucc cotttpany or ccding such ittsttrances to other
insurancc conrpanies, thc sunts insurcd can be dicrcased.

For nraking decision on establishing or ceding lil'e instrrance as

nrcntioncd in this Articlc, thc lifc instireds lbrnr a conrittcc that ntakes all
prcparatirlts for cstablishing a ltcw lifc insurancc conrpany in accordaucc
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with provisions of tlris Act or for ceding lif-c insurance to othcr itlstlrancc

contpanics.
For establishing a ncw lif'e insurance conlp:ury atrd for dicrcasc of sunl

ilrsured, conrnrittee ntcntioned in para. 5 of this Articlc shall ask for an

expcrt opinion of au authorized actuary.

VI DISSOLUTION OF INSURANCE COMPANY

Article 75

Insuralcc conlpany shall ceasc to operate in the proccss of liquidation:
I ) if nnnagentent body of iusurance conrpany makes sttch

decissiott,
2) if its entry in the court register is dccleared mrll and void

by a finally - binding court decission,
3) if insurance conpany ceases to fulfill conditions of Article

12 of this Act or docs ltot conlpcnsate security fund in the

nunncr providcd by Articlc 66 of this Act or does not
proceed iu thc nranner provided by Article 69 of this Act,
while no conditions for bankruptcy proceedings are

fulfilled,
4) if Fcdcral administration authority for finarlcial affairs

imposes a ban on permission nlentioncd in Article 16,

para. I of this Act, iu accordattcc with Articlc I l5 of tltis
Act,

5) in othcr cases as provided by this Act.
In cascs ntcntioned uudcr Para l, items I ald 2 of this Articlc,

insurance compalty property is distributed to invcstors in proportion to

thcir deposits.
In case of liquidation of nrtttual insttrance conlpalry, thc property is

prinrarily used tbr rcfunding dcposits to iuvestors while thc rcmainiug
property is distributcd anrong its ntcmbers (itrsrrreds) in proportion to their
contribution (services) in the thrcc preceedirrg years.

Article 76

Fcderal authority for financial afairs shall intpose a ban ou permission

if it has subsequerttly bccome evident that insurance conlpally established

tundcr provisions of this Act does not fttlfill thc conditions provided by
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Articles l2 and l5 of this Act or if it has not ad.iustcd its operations to the
provisiols under Articlc 57 of this Act.

Decisiou on bar on permissiotr shall bc strbmittcd by Federal arrthority
nrentioned in Para. I of this Article throtrgh Social Accountancy Service

of Yugoslavia to the authorized branch of Social Accoturtancy Service
which will then proposc liquidation proceedings of insttrance conlpany.

Article 77

Banknrptcy procccdings of insttrance contpany begins if within l5
working days from thc date of nonliquidity insttrance contpany does not

establish its liquidity.

Article 78

To barknrptcy procccdingts of insurance company provisions of law
rcgulating constraint, banknrptcy ard liquidatiort shall be applied.

Article 79

Balknrptcy sum of iusuratcc conpany shall include the followiug:
l) all finarcial fturds of atr insttrancc comptury,

2) all ntovablcs and inrntovables as wcll as propcrty intercst,
3) all asscts of iusrtrancc coilpany.

Article 80

From bar*mptcy sunl, liabilitics of insttrancc conlp:ury arc settled in
the following procedurc:

1) asscts of crcditors in life instrrance atld reinsttrancc up to
the levcl of liabilitics cxpressed in mathematical reserve

ntcntioned in Article 57 of this Act,
2) asscts of creditors in accidcnt insuraucc treaties,

3) assets of creditors in other insttrance trcaties and

rcinsnrauce treaties,
4) other crcditors assets,

5) asscts of the fourtdcrs of insttrance conlpany.



VII YUGOSLAV INSURANCE BUREAU

Article 81

Yugoslav insurance bureau is foturded by insurattce conrpauies
(hereinafter referrcd to as Burcau).

Bureau perfornx dutics provided for by intentational nlotor third party
lnsrlrancc trcatlcs.

Bureau represerts Yugoslav iusurancc contpanics in intcntational
insurance conrpanies on busiuesscs nrcutioned in Para. 2 of this Articlc.

Insurance conrpanies nray by an agreenrent entnlst Brrreatr with
pcrfornmrcc of certain busiuesscs of nurtual and ge neral intcrcst (statistics,
irrfornration, dcvclopnrcnt, expcrt trairring, actuarics ctc).

Article E2

Brtrcau is a legal entity.
Burcau entcrs in thc court registar.
Burcau organisation is dcterntined by Articlcs of Association.
An agrccnrcnt bctwccn insurance conlpanics and burcau dcterntiles thc

nranncr of its financing and operations nrcntioued in Article 81, Para. 4
of this Act which Burcau is clltrustcd with.

VIII OBLIGATORY INSURANCES

Article 83

As providcd for by this Act, obligatory insurance includes tltc
following:

l) travellcrs' accidcnt insurance
2) nrotor third party insurance
3) aircraft third party insurance

28 29

Article 84

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

Obligatory insuralce agreement must be concluded before the vehicle
is in traffic.

Insnrance conpany dealing with obligatory insurance is obliged to
make agreements on obligatory insurance rurder conditions according to
which such insrrances are effected.

Article 85

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

Yugoslav Army.

l. Travellers' accident insurance

Article 86

I

I

Owners and users of vchiclcs iu
accident insurance agreement.

Agreement mentioned in Para.

owners and users of the following:

public traffic arc obliged to make an

I of this Article must bc made by

l) buses on city, long - distzurce 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 includiug ferries and rafts

which transport passergers on regular lines, including
cmises and tourist transfers,

6) all rent-a-car vessels fiom item 5 of this Article which are

rented with at least one mcmbcr of crew,
7) aircrafts that transport passengers on regular and cxtra

lines,
8) tourist aircrafts used for short and panoramic flights as

well as rcnt-a-car aircrafts with a pilot,
9) buses that tourist conrpanies use for trausport of tourists,
10) all other transportation means with any kind of drive, uscd

for transport of travcllers within the activity.



Article 87

Passengers, in thc constnrction of these Articles, shall mcan tltc
following: persons that for thc sake of travelling flnd themselves iu onc
of thc mcans of transportation, whether they have borrght a ticket or not,
as well as persons who find thcmsclvcs within thc area of a station, port
or airport or lcar thc vessel bcfore embarcation or afier disenrbarcation
and who intcnded to travel or were travelling, except the pcrsons who arc
employed at the vehicle.

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

Article 88

Thc lowcst sunrs insrrred to bc agrecd on one passenger for the casc of
dcath, pcrmancnt disability, tcnlporary ciisability, loss of profit aud
medical treatment expences shall be determined by Fedcral Exccutivc
Council.

Article 89

A passcnger who survives arr accident or a person who irr casc of a

passenger's death is entitled to nuke claim, has right to request tulfillment
of obligations of agrccnrcnt on iusurancc fronl insurancc conrpany with
which they had bccn insured.

If a carricr who cntcrcd into an insurance agrecmcnt is liablc fbr thc
damage, the compensation to be paid by thc carrier shall includc thc
anrount which insurance compauy had paid iu obligatory passcnScrs'
lllsurance.

If a carricr i.c. uscr of a vchiclc had not cntcrcd into an passcngers'
insurance agreemcnt undcr the provisions of this Act, a passcngcr irr an

accident or a pcrson who would bc entitlcd to clainrs had an agreement
been made, has right to request indenurification from a company seated in
the territory of a republic or autonomous province where an accident
happcncd and which deals with that typc of insurancc.

Insurance conpany with which a persou nentioned rurder Para. I of
this Article made a claim shall proceed as if an irsuralcc agreement had

been made with the sum insured as statcd in Article 88 of this Act and such
conlpany has right to claim rccovcry from a pcrson liable for damage in
comection with the snnr paid, interest iurd expences.
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If a1 itrsurance company is lnablc to obtain recovery merltioned in

Para. 4 of this Article evert iu a court procedttre , it has right to clainl

tnindemnified antortnts front other jnsttrance conrpanies which dcal with

that type of insurancc in proportion of the prcmium obtained in obligatory

passcngers' iusurarcc to thc total prenrittm obtaincd itt the territory of a
republic or autonontotrs provincc in that type of iusttrancc.

In case of insttrattcc conlpally bankntptcy, a person under Para' I of
this Articlc nuy claint indcnurification from a conlpany as nlcntioncd in

Articlc 108 of this Act.

2. Motctr car insurance

a) Obligatory insurance treatY

Article 90

Owucr i.c. uscr of a ntotor car and trailcr is obligcd to cnter ilrto an

insurancc trcaty covcritrg danragc nradc to third party whilc using a nlotor

car (hcrcinaficr rcl'crrcd to as nlotor third party instrralrcc) cansing dcath,

injury, intpairntcnt of hcalth, dcstntction or danugc ntadc to tlrings, exccpt

liability for damagc to things hc accepts fbr transportation.

Danragc caused iu ttse of nrotor car shall also nlcan danugc nndc to
third party due to fall of thing ofT a ntotor car or trailcr.

Article 9l

Motor cars and trailers, in the col)struction of these Articles, shall nteatt

cars tbr transportation of persons, things and tbr trailing as well as

working vehiclcs which, accordir.rg to rtlles on road traffic, must have

traffic licclce to be prolonged ilr tcrnls not longcr tlran 12 months with

the techuical survcy proviottsly made.

Motor car and trailer rcgistratiol, prolongation of rcgistration arrd

issuc of trial liccuce plates cau bc nude only whcn an cvidencc of iusuraucc

trcaty has bcen srtbntittcd to the rcgistration authority.

Article 92

No clainrs on nlotor third party itrsttrancc can be madc by:
I ) itrsurancc colltractor,



2) owncr, user, co-owrrer :urd other pcrson in posscsion of a
vehicle cven if they were not driving at thc ntonrcnt of
damage occrlrelrcc,

3) drivcr of a vehiclc who is liable for danngc.

Article 93

Insnrarce company's liability in nloror third party liability cannot be
lowcr than thc anroturt dctermincd by Fedcral Exccutivc Corutcil.

If thc amount mcntioned in Para. I of this Articlc is insufficicnt to
covcr all danuges caused in onc accidcut, priority shall bc givel) to
personal injuries.

If thcre arc nrore injured pcrsous tlrau onc, and the total
indcnurification cxcccds the anlount nlentioned irr para. I of this Articlc,
the riglrts of thc danragcd in rclation to insurancc conrpany is
proportionally dicrcascd.

Insurance conlp:uly that has paid a danraged pcrsons an anlornt grcatcr
than that hc is entitled to in veiw of proportionally dicreasccl
indemnification as it had no knowlcdgc of othcr pcrsous danragcd, remains
itt obligation toward thosc othcr persons only to thc anrount mentioncd ill
Para. I of this Articlc.

Article 94

Whcn an institution dealing with hcalth, disability and pcnsion
insurarrce nrakcs a clainr fbr indcnrnification, the insurancc conrpany,
within thc liability of its insurcd, is obligcd to indcnurify nrcdical trcatnrcnt
expcnccs and othcr cxpcnces in accordancc with rcgulations on health
insurauce, i.c. it is obligcd to pay the proportional an)orurt of contribution
lor disahility and pcnsion irrsrrrancc.

Proportional anlorult of contribution tbr disability and pension
insurance is detcrnrincd in capitalizcd anlount in rclati<ln to rcnraiuiug
period of work and agc of a natural person rcquircd for reaclring a
rctirenrent pension.

Article 95

If a danngcd pcrsotr nradc clainr dircct to insurancc conrpany, thc
insurance conrpany has no riglrt to ob.icctions othcrwisc nrade to insurcds
fbr disobcying law or contract.
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Irrsurancc contpary that has ildcnlnificd a danragcd pcrson obtains his
right towarcl a person liablc tbr danugc itt thc antotrut of indcnurification
paid to third party, with intcrcst and cxpcnccs, if lro liability of its owtt
has cnrcrged irt accordarrce with nlotor car third party insttraltcc

agrccntctrt.

Article 96

Motor car third party insuraucc inclttdcs, according to provisions of
this Act, danngcs causcd irt usc of a n)otor car that was ttscd or drivcn by

a pcrson without liccrtcc.
Insurarrcc conlpany whiclt indcnuritles a danragc itt casc nlcntioncd in

Para. 1 of this Articlc, obtairrs thc right of tlrc danragcd pcrson toward a

pcrson liablc fbr danragc. ttlr tlrc anxltlllt paid in dalnagc rndcnrrrification,
intcrcst and cxpcuccs.

Article 97

If in tlrc coursc of iltsrrrattcc pcriod, an owllct i.c. ttscr of a ntotor cat
is charrgcd, rights and liabilitics of a ntotor car third party instlratlcc

ag rce nlcn t pass orl a l)cw owncr i . c. tlscr and last trnti I cxpiry of tltc cttl'rcttt
insrrrarrcc pcriod.

Article 98

hrsrrrancc conrpal)y rvith which atl owrtcr, i.c trscr of a car instrrcd

nlotor cal'third party is ohligcd to conlpcnsatc danragc nladc to third party

in tilrcign country rrp to thc anlount regrrlatcd by ogligatory itlsttratrcc

rcgulrtions valid in thc country ilr rvhiclt a danragc was tttadc.

If indcnutification paid as ntcrttiottcd in Para. t of this Articlc ts grcatcr

tlrarr thc arllount nlciltl()ncd in Articlc 9-1. Parl. I of this ,Act, tttsttraltcc

.onrpany has light to clainr front a pcrstttr liablc tor danragc thc dif-f crclcc
bctrvccn indcntnificatgion paid and thc anlout)t ttl which its liability is

linritcd, as rvcll as intcrcst artd proltortittnal ltart of crllcnccs.



b) lndemnifcation of damages caused by use of motor cars

whose owners i.e. user had not insured motor car thir(l
party

Article 99

A danraged pcrsolt to whonr a danrage has beeu nude in tlsc of a car

whose owncr i.e. uscr had rtot insured third party liability, has right to
claim indemnification front insurancc conlpaly dcaling with obligatory
iusurance of motorcar third party and seated in the tcrritory or autononrotls

provincc where danrage occttred.
Insurance conlparly wltich has rcccived a claim ntcntioncd in Para. l

of this Article is obligcd to pay indcntniticatioil as if all iusuraucc

agrcenlent had beelt nnde.
Insuriurce conlpatry that has indcnurificd a danngcd pcrsoll obtaitts tltc

rights of that pcrson toward a person liablc for damagc ilr rcspcct of antottnt

paid, intcrcst and cxpences.

If insurance conlp:uty catlltot realizc its right nrcntiollcd in Para. 3 of
this Article cven in court procecdings, it lns right to clainl trnittdcnutiflcd

anrouts fionr other ilsuralce conrpauics that dcal with that typc of
iusurancc, in proportion to thc prcnrirtnr obtaincd in obligatory nlotor car

third party insurancc multiplicd by thc nuntbcr of cars in rclatiolr to total

prcmium rcalizcd in thc tcrritory of a rcptrblic Or atltollonrotts prtlviltcc
for this insuraucc ntultiplicd by tltc nrtnrber of vchiclcs.

In casc of insurattcc conpany bankntptcy , a danlage d pct'sou nlay claint
indenuriticatiou fionr thc contpany as nlcntiotled in Para. I ctf this Articlc
or fiom conltr)aly ntcutiotrcd in Article 108 of this Act.

v) lrulemnification of damagc causul by unirulentified vehiclc

Article 100

A danraged pcrson who strf-tcrcd a danragc by trnindcntitlcd vehiclc ltas

riglrt to clainr contpcnsation tbr dcath, bodily initrry or hcaltlt inlpaircntcnt
fronr an insurattcc conlpany that dcals with nlotor car tltird party iltsrtt'atrcc

ald wlrich is scatcd in thc tcrritory of a republic or atltollonlolls nlcntioncd
in Article 93, Para. I of this Act.

Damagcs by unindclrtificd vclricle arc covcrcd by all iustrrartcc

conrpanics dealing with ntotor car third party insttratrcc in a rcpublic or

autononlous provincc wherc dantagc occttrcd, in proportiorl to thc

l)rcmillnl obtaincd itt that typc of ittsttrattcc nrtrltiplicd by thc rltrnrbcr ot
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vehicles in relation to the total premiunr obtained in the territory of a

rcpublic or autol)omous province in that type of insurance multiplied by
the number of vehiclcs.

If a car that caused dannge is forurd, the insnrance company which
covered the damage has right to claim rccovery from the company with
which motor car third party insurance was effected, for thc amount paid,
interest and expcnces.

In case of insurance conrpany banknrptcy, a damaged person may claim
indcmnification from insurancc conrpany stated in Para. I of this Article
i.c. from a company stated in Articlc 108 of this Act.

Article 101

A pcrson who is not a citizcn of Yugoslavia and ro whonr damagc was
nrade in the territory of Yugoslavia by an urindentified vehicle, has right
to indemnification in accordance with Article 100 of this Act if thc law of
his country allows for the citizcns of Yugoslavia to be indenmified for the
dannge by unindentiticd vehicle .

A pcrson who is not a citizen of Yugoslavia and who was damaged in
thc territory of Ytrgoslavia by an unindentified vehicle, has right to
indcnnitication in accordancc with provisions of Article 100 of this Act
and if it is provided by the agreenrcnt of Burcau with the national bnreau
of insurarcc of the courtry of his citizcnship or if the national bureau of
instrrance from thc country of his citizenship signed a nnrltilatcral
agrecnlent or an agreenrent signed by thc Bureau.

In casc of insurance conlp:ury banknrptcy, the damaged person who is
ruot citizen of Yugoslavia nlay, trnder the provisions of Para. I of this
Articlc claint indenrnification from a conrpany as ntcntioned in Article 99,
Para. I of this Act, i.c. fronr a compauy as nrentioued in Articlc 108 of
this Act.

d Indemnificatir,,n of damages made by a motor car v.ith

foreign licence plate

Article 102

A pcrson who with motor car having a fbr:cign liccncc platc cntcrs the
territory of Yugoslavia must havc a valid intemational ccrtificate of
insurancc against third party liability that is acccptable in the territory of
Yugoslavia or any othcr certificatc cvidcncing that such insurance exists



and that it covcrs damages of at least tho anrount nrcntioncd in Article 93,
Para. I of this Act.

Intemational ccrtiflcatc stated in Para. I of this Articlc is also required
for a motor car shipped to Yugoslavia on another vehicle, unlcss it shall
not be used in thc tcrritory of Yugoslavia.

Border authorities fbr intcnral affairs make control of tirltillmcnt of
conditoins of Paras. I and 2 of this Articlc.

Article 103

Intcnrational licence and evidcncc as nrcntioncd in Articlc 102, Para.
I of this Act shall nrcan docunrcnts the validity of which is acknowlcdgcd
by thc Burcau.

Acceptance of validity of irrtcmational ccrtiticatcs and evidcrtcc can bc
done by the Bureau orly in advancc through informing thc Fcdcral
authority for irrtcmal afTairs.

Acccptance of validity of intenrational ccrtiticatcs ald evidence ntearrs

that Bureau guariurtees for liabilitics bascd on such certificatcs and
cvidencc, up to the amolurt mentioned in Articlc 93 of this Act.

Article 104

Persols who havc rro valid intemational ccrtificatc or cvidctrcc
nrcntioncd in Articlc 102, Para. I of this Act havc to cntcr on bordcr irtto
agrecment with domcstic insurancc conrpany on third party iusuraucc valid
in the territory of Yugoslavia.

Article 105

A pcrson to whom a danragc was nradc by a nrotor car with forcign
liccncc platc ald which has a valid iltcruational ccltificatc or cvidcnce of
existence of motor car third party insurauce as mentioned in Articlc 102,

Para. I of this Act, clainrs indcmnification front one of insuraucc
conpanics dcaling with motor car third party insurancc.

If wjthin 60 days al insurance conrpany to whom a claim had been

subnrittcd, with valid docunrents, does l)ot pay conlpcnsation, a danugcd
person lras right to claim irdenurification from the Burcau.

If the Burcau docs not ildemnify dannge within 30 days from thc datc
of claim, a danraged person nuty suc Burcau and insnrance conlpauy
nrcntioncd in Para. I of tltis Araticle.
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Article 106

A danrage causcd by a motor car with a fbreign licence plate which is

insured with a Yugoslav ilsurance conlpally is to be indennified by tlnt
comparry in accordance with provisiotts of this Act valid for motor cars

with Yrrgoslav liccnce platcs.

Article 107

To iudcnnification of danuge cattscd by a nlotor car with foreign
licence plate not covcred by motor car third party insurance, provisiotls

of Articlc 99 of this Act shall apply.

Article 108

Tf in the tcrritory of a rcpublic or atltonomotts proviuce wherc accidetlt

happened ncithcr of iltsurattce contpauies is seated, or itt casc of insuraucc

conlpany banknlptcy, the insurcd ntetltioned in Article 89 i.e. danngcd
pcrson nrcntioned in Article 99, 100 and l0l of this Act may claim fronr
insuraucc conrpany with thc place of business itt that republic or
autononrous provincc.

If insurance conlpany which indenurified thc damage cannot gct

recovery, it has riglrt to clainr ttnindentnified amoullt fronr other iusttrancc

companics that dcal with that typc of ittsttrancc in that republic or

autononlous provincc, in proportiott to prenrittm obtaincd in tlrat type of
insurarce.

3. Aircraft owners or u.\ers liabiliry insurance

Article 109

Owner or uscr of Yugoslav aircraft is obligcd to instrrc liability fbr
danrages causcd by use of aircraft.

A foreign aircraft which enters thc air spacc of Ytrgoslavia mttst have

third party insurancc as mentioncd in Para. I of this Article, unless thcrc

is auothcr security fbr danragc conlpcnsation or unless otherwisc
prcscribed by intcrnational agrecntcut.



Article 110

Obligation of insurancc conlpany to indentnify danrages in accordancc
with Articlc 109 of this Act is linrited witlr thc amorurt detcrmined by
Fedcral Executive Council, unless the grcater amoru'lt is providcd tbr by
the agrccnrcnt.

IX SUPERVISION OF INSURANCE COMPANY
OPERATIONS

Article lll

Actuarial business, iu cotrstnrctiolr of these Articlcs, is pcrtbrnrcd by
authorized actuaries.

Dctailed conditions fbr acturial busincss perfbrnnnce arc provided by
Fcderal authority for filancial aff'airs.

Provisiou mcntioned il Para. 2 of this Articlc shall bc determined by
a body or institution which will issrrc liccnccs to pcrsons who fulfill
prcscribcd conditions fbr pcrfbrnring business of authorizcd actuary.

Article ll2

The authorized actuary givcs opinion on whether the insurancc
company in its opcrations respccts principles eurd nrlcs of insurancc as

nrentioncd in Article l0 of this Act.
Thc authorizcd actuary especially givcs opiuion on thc tbllowing:

- tcchnical basis,
- taritT ratc,
- nraxinrum cover scalcs,
- nrles on nrcthod ofdctcrntination ofnrathcn)atical rcscrve,

runcarncd prenriunrs and outstarding losscs, rcservations
fbr catastrophcs iurd thc way il which such nrles havc bccn
applicd to anuual accotult.

- whether thc guarantee rcscrvcs itr arurual accorrnt of
insurancc conlpalty arc ad.justed to Article 68 of this Act.
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Article 113

If a body authorized for supervision of operatiorts of iusuralce
company finds irregularitics in aunual account, it shall irlform the

authorized actuary who gavc an opinion mcntioled in Article I 12 of tltis
Act.

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

If the authorized actuary disapproves of the requircment givcn by the

body authorizcd for control as mentioncd in Para. I of this Articlc, the

proccdure tiom Article I14, Para. 2 of this Act shall bc applied.

Article 114

A body within an insurancc conlpalry artthorized fbr making by- laws

and annual accornt fronr Articlc I l3 of this Act is obliged to, prior to its

making, consider an opiniou of thc authorizcd actuary.
lf the authorized body mentioltcd in Para. I of this Article disapprovcs

of the opinion of the authorized actuary, it is obliged to infornt
adnriristration authority of the republic or proviucc which will thell fornt
a conrnrission of actuarics to cotlsidcr the byJaw and anlual accouttt and

give its opinion.
Opinion of thc contntissiou of authorized actuaries is strbmitted to the

bocly in insurance conlpany authorized fbr nraking by-laws and antlual

accorurts. Thc body iu insurarcc contpany authorized for nnking by-laws
and aruual accornt has to considcr the opinion of conlmission bcfore its
naking.

lf the body il insuraltcc conlpany docs not acccpt opinion of thc

comnrission of authorized actuarics, it is obligcd to itrform thc rcpublic or
provincial administration authority withil 30 days which will inrnlediatcly
trarsfbr thc intbrmation to Fcdcral authority fbr financial affairs.

Article 115

Thc rcpublio or provincial administration authority shall witltitt 3

nrontlrs issue a rgsolution to insttrattcc conrpany for rcmoval of
dcfficicncies detcrnrined by thc conntission of authorizcd acttlrarics or
nlay propose Fcdcral administratiort authority for financial affairs to
inrposc on the iusurar)cc company which had not accepted thc opinion of
authorizerl actuaries a ban on licence mentioued in Article 16, Para. I of
this Act.



Article 116

In order to provide data fbr actuary busiucss and creation of teclnical
basis and tariff rates, insurance conrpany is obliged to submit statistical
and other data per types and groups of insurance in the manner deternri ncd

by Federal authority for finiurcial affairs.
By regulation of Para. I of this Article, Fedcral authority for financial

affairs shall deterntinc thebody, i.e. institution to which dataas mcntioncd
in Para. I of this Article shall be subnritted.

X PENALTY PROVISIONS

Article ll7

A fine of 45.000 to 450.000 Dinars slnll bc imposed on insuralcc
conlpany for thc fbllowing ccononric of-fcnses:

l) if more than 50 percent of the total mathematical rescLvc
fimds is placcd irr inrnrovables (Art. 55, Para. 4),
if lif'e insurance funds arc not ul a scparatc accouut and if
arc uscd fbr covcr of liabilitics tionr othcr typcs of
insulancc or rcinsurance or auy other liabilitics <.r1'

insurance conlpar)y (Articlc 57, Para. l),
if irr thc coursc of thc fbllowing busincss ycar it docs rrot

compcnsate the sccurity firnds fionr thc prccccdilg ycar
increascd by rctail pricc indcx (Articlc 66),
if it docs not de tcrnrinc profit and loss fbr lif'c iusrrrlrrcc
scparatcly and docs not cxl)rcss a conlnlorl rcsult on othcr
insu lancc brrsirrcsscs.
if it docs not crcatc guarantcc rcscrvc arrd docs not providc
fbr thc nrininlrnr Sllarantcc rcscrvc (Articlc 68, Paras. I

and 3),
if in its opcrations it docs not ad.just anrounts of guararrtcc
rcscrvc as nrcrrtioncd in Articlc 68 of this Act arrd if it docs
uot nrakc progranl of nrcasurcs uor ad-iustnrcnt of scropc of
prcntium inconrc, i.c. lcvcl of prcnriunr rctaincd irr thc
tbllowirrg 6 nronths (Article 69),
if it docs lrot compcnsatc danragc nudc by a vchiclc in a
fbrcign country up to thc anlount rcgulatcd by obligatory

2)

3)

4)

s)

b)

1)
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insurance provisions of the country where an accident
happened,

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

9) 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 I16, para. l).

For offense from Para. I of this Article, the responsible pcrson of
irrsurance company shall also bc fined from 2.500 to 25.000 Dinars.

Article 118

A fine of 45.000 to 450.000 Dinars shall be imposed on lcgal cntity
for the following econonric offenses:

l) if it does not enter into obligatory insurance agreement
with an insurancc contpany befbre a vehiclc is put into
traffic (Articlc 84, Paras. I and 2),

2) ifit does not cr)tcr into au agreenlent on travcllcrs' accidcnt
(Article 86, Para. l),

3) if it does not er)tcr into an agrecnrcut on nrotor car third
party lnsurancc covcring death, bodily iujury, hcalth
inrpairnrent as well as dcstnrction or damage to things,
cxccpt liability for danuges on things acccpted for
transportation,

4) if it does not providc insur:urce of liabilities for danrages
caused by usc of an aircraft (Article 109, Para. l),

5) if it intcrmediates or insurcs property and persons with
insurance conrpanics which arc l)ot authorized undcr
provisions of this Act (Article 7, Para. l).

For ofl'cnsc fronr Para. I of this Articlc, thc respotsible pcrson of lcgal
ertity shall also bc fincd fronr 2.500 to 25.000 Dimrs.

Article 119

A fine of 2.500 to 25.000 Dinars shall bc imposcd on a persol'l for the
following off'enses:

l) internrcdiating or insuring property and pcrsons with
insurancc conrpanics which wcrc not cstablished turder
provisiors of this Act (Article 7 Para. 1),



2) not entering into insurancc agreement that should had becn

nnde in accordance with this Act (Articles 86, 90 and

l09).

XI TRANSITIONAL AND CLOSING PROVISIONS

Article 120

Insurance comnnrnitics of property atd persons and rcinsttrattce
communities establishcd undcr provisions of Propcrty And Pcrsons
Insurancc Systen Act (Ottlcial Gzzctte of SFR Yugoslavia No.24176)
are obliged to adjust thcir organisation, actions and by-laws to thc
provisions of this Act by 3l st Deccnrbcr 1990.

Assembly of a propcrty and persotrs irtsurattce conrmtrrtity and

assembly of reinsurancc commurity fronr Para. I of this Article shall
appoint an organizing conrnrittce wlrich will takc actious ncccssary for
preparation of proposal for adjusting operatiotts and by-laws to thc
provisions of this Act.

Article l2l

Propcrty and persolts insurattcc comntut.titics aud reit.tsttrattcc
communities which ad.just thcir actions and by-laws to thc provisions of
Article 120 of this Act are obliged to srrbmit cvidence that conditions statcd
in Articles 12 and l 5 of this Act have been fulfi llcd to the Fedcral arrthority
for financial affairs, together with thc docunlents showing statc of assets

and rcscrvcs and funds of prclpcrty and persous insuraucc community or
rcinsnrancc conrnrurrity based ou thc data of final accouut tbr 1989

subnritted to Social Accountalcy Service.
Federal authority for financial affairs, following the cvidcnce and

docunrcnts srbnutted by iusuriurce comntuuity shall within 30 days fronr
the date of subnritting cstinuted whetlrcr thc conditions for cstablishing
ilsuraucc company along thc lincs of Articles l2 and l5 of this Act havc

bccn fulfilled and thcn issrrc a lincence for establishing compalty or statc
its disaproval.

If the cxisting iusuriurce or reiusurance contnttu'tity docs not obtain
liccnce for establishing by 3lst December 1990, the authorizcd brauch of
Social Accountancy Scrvice shall by l5th January l99l initiatc a regular
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liquidation proceedings on that comrmrnity in accordance with provisions
of Federal law which determincs 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. I of this Article, i.e. that adjustment of business operations is not
developing as stated in Para. I 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 ou insurance company.

Article 122

Insurance communitics that fulfilled conditions as ntentioned in Article
120 of this Act shall crcatc a security ftnd ntentioned in Article 12 of this
Act within thc following terms:

l) at least 50 percent prior to issue of licence,
2) thc rcmaining amornt by 30th Juue l99l

Total funds of guarantee reserveof an insurance conpany nrity bc lower
than the frnds mentioued in Articlc 12 of this Act undcr conditions
mentioned in Para. I of this Article.

Article 123

Security reserves ald othcr funds of property aud persons insurance

communitics ard reinsurance communitics that have ftrlfilled conditions
of Article 120 of this Act bccomc security reserve funds i.c. other fturds
of insurance comp:ury.

Security rcscr\/c funds of property and persons insurance comrmrnitics
as nrentioned in Para. I of this Articlc which are non'rinatcd on insureds
on the basis of sclt'-nuraging agreement can be used as founding shares

in sccurity fund.
Security fturd of propcrty and persons insurance commturity and

rcinsuraucc conmrunity which the founders of such communities invested

on thc basis of self'-managing agrecmcnt, i.e . establishing agreement may
be used as founding sharcs in a security fund of insurance compally.



Article 124

As of the date of entering into acourt 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 Jure l99l insurance companies shall adjust their business

opcrations and Bureau activities to the provisions of Article 8l of tltis Act.
By coming this Act into force, business of Yugoslav Bureau of

insurance provided for by intcrnational agrecments on nlotor car insnralce
until the term stated in para. l. of this Articlc shall be continued by

Yugoslav Association of Insurance And Reinsurance Companies.

Article 126

Enterprises for ageucy and internediary businesses dealing with such

businesses in an independant activity and which are established under the

provisions of Property And Persons Insurance Systenr Act (Official
Gazettc of SFRY No. 24116) shall by 3lst Decenbcr 1990 adjust thcir
organisation ard busiless to the provisions of this Act.

Article 127

On the effective date of this Act the Property And Persons Insttrance

Systenr Act (Official Gazette of SFRY No.24176) shall cease to be valid.

Article l2E

This Act shall come into force on thc eight day upon its publiccation

in the Official Gazette of SFRY.
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