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This Federal Law establishes a legal, economical and organizational basis of compulsory third-Party liability insurance of motor vehicle owners (hereafter “compulsory insurance”) in order to protect the rights of sufferers to compensation of damage caused to their life, health or property by other motor vehicle owners.  

Chapter I. GENERAL

Article 1. Basic Terms

For the purpose of this Federal Law, the following basic terms are used:

Motor vehicle means a car used for road transportation of people, cargos or equipment installed on it;

Use of a motor vehicle means operation of a motor vehicle related to its movement within the roads (road traffic), and in the adjacent areas used for vehicular traffic (in court yards, residential communities, car parks, fuel stations or other areas). Using a motor vehicle does not include operation of any equipment installed on the motor vehicle that is not connected directly with participation of the motor vehicle in road traffic;

Motor vehicle owner means an owner of a motor vehicle, or a party, who holds a motor vehicle on the basis of economic management or operative management, or any other legal basis (leasehold, driving a motor vehicle under the power of attorney, a relevant authority’s order to transfer a motor vehicle to such party, etc.). A person, who drives a motor vehicle in fulfillment of his /her employment duties or job responsibilities or on the basis of the employment contract or civil law contract with the owner or any other motor vehicle owner, is not an owner of the motor vehicle;

Driver means a person, who drives a motor vehicle. A driver is deemed a trainer, who gives driving lessons;

Sufferer means a party, whose life, health or property was inflicted harm resulting from the use of a motor vehicle by another party, including a pedestrian, a motor vehicle driver, who suffered harm, and a motor vehicle passenger involved in the traffic accident;

(as worded in Federal Law No 306-ФЗ dated December 01, 2007)

Place of residence (location) of the sufferer means a place or residence of a natural person or location of a legal entity recognized as the sufferer, as defined by the civil legislation; 

 Contract for compulsory third-party liability insurance of motor vehicle owners (hereafter “compulsory insurance contract”) means an insurance contract, which binds the insurer to compensate to the suffered parties for a charge stipulated in the contract (insurance premium) on the occurrence of the event provided for in the contract (insured event) for the damage caused to their life, health or property as a result of such event (pay insurance indemnity) within the amount specified in the contract (insured amount). Compulsory insurance contract shall be concluded under the procedures and conditions as prescribed by this Federal Law and be public;

The insured means a party, which entered into a compulsory insurance contract with the insurer;

Insurer means an insurance organization eligible to carry out compulsory third-party liability insurance of motor vehicle owners in accordance with the permit (license) issued by the federal executive authority for insurance business supervision as duly prescribed by the laws of the Russian Federation;

Insured event means an occurrence that gives rise to motor vehicle owner’s third-party liability for the damage caused to the life, health or property of the suffered parties by the use of a motor vehicle involving insurer’s obligation to pay insurance indemnity as provided for by the compulsory insurance contract;

(as worded in Federal Law No 306-ФЗ dated December 01, 2007)

Insurance rates mean prices established in accordance with this Federal Law for insurers to calculate an insurance premium under the compulsory insurance contract and consisting of base rates and coefficients;

Compensatory payment means an amount to be paid in accordance with this Federal Law in cases where compulsory insurance indemnity cannot be paid;

(as worded in  Federal Law No 103-ФЗ of July 21, 2005)

Insurer’s representative in a subject of the Russian Federation (hereafter “insurer’s representative”) means an insurer’s  separate subdivision (branch) in a subject of the Russian Federation, which, within the scope prescribed by the civil legislation, exercises insurer’s powers in examination of claims for insurance indemnities and their payment, or any other insurer, which exercises these powers for the account of the insurer having entered into a compulsory insurance contract on the basis of an agreement with the insurer;

Direct indemnity means compensation for the damage caused to the sufferer’s property paid as herein prescribed by the insurer having entered into a compulsory insurance contract with the suffered motor vehicle owner.

(This sub-paragraph was introduced by Federal Law No 306-ФЗ of December 01, 2007)

Article 2. The Russian Federation legislation on compulsory third-party liability insurance of motor vehicle owners

1. The Russian Federation legislation on compulsory third-party liability insurance of motor vehicle owners consists of the Russian Federation Civil Code, this Federal Law, other federal laws and any other regulatory legal acts issued in pursuance thereof.

2. Should the international treaty of the Russian Federation prescribe rules other than those established by this Federal Law, the rules of such international treaty will apply.

Article 3. Basic compulsory insurance principles

Basic compulsory insurance principles are:

Compensation for damage caused to the life, health or property of the sufferer within the limit as prescribed by this Federal Law is guaranteed;

RF Constitutional Court Resolution No 6-П of May 31, 2005 recognizes that the provisions of the third and fourth sub-Пaragraphs of Article 3, which bind motor vehicle owners to insure against the risk of third-party liability and prohibit the use of motor vehicles without having such insurance in the Russian Federation, are not in conflict with the RF Constitution.

General and compulsory insurance of third-party liability by motor vehicle owners;

It is prohibited for motor vehicle owners to use their vehicles in the Russian Federation without having insurance of their third-party liability as prescribed herein;

Motor vehicle owners have economic interest for road safety improvement.

Chapter II. COMPULSORY INSURANCE CONDITIONS AND PROCEDURES

Article 4. Motor vehicle owners’ obligation to insure their third-Party liability

1. Motor vehicle owners shall, subject to the conditions and procedures as prescribed by this Federal Law and in accordance with it, insure against the risk of third-party liability that might arise from infliction of damage to the life, health or property of any third parties by the use of motor vehicles.

(as worded in Federal Law No 306-ФЗ dated December 01, 2007)

The obligation to take out third-party liability insurance applies to owners of all motor vehicles used in the Russian Federation, except in cases provided by clause 3 and 4 of this Article.

RF Constitutional Court Resolution No 6-П of May 31, 2005 recognizes that the provisions of clause 2, Article 4, which bind motor vehicle owners to insure against the risk of third-party liability and prohibit the use of motor vehicles without having such insurance in the Russian Federation, are not in conflict with the RF Constitution.

2. When the right to possession of a motor vehicle arises (a motor vehicle is acquired for ownership, or taken for economic management or operative management, etc.), the motor vehicle owner shall insure his third-party liability before the vehicle is registered and not later than five days after the right of motor vehicle ownership has arisen.

3. The following owners are excluded from the obligation to take out third-party liability insurance:

a) owners of motor vehicles with maximum design speed not more than  20 km an hour;

b) owners of motor vehicles, which due to their technical characteristics are not covered by the Russian Federation legislation which permits the use of motor vehicles in road traffic in the Russian Federation;

c) owners of motor vehicles of the Armed Forces of the Russian Federation, other military forces, military formations and units, which include military service, except for buses, motor cars and trailers to them, any other transport vehicles used to support economic activity of the  Armed Forces of the Russian Federation, military forces, military formations and units;

(sub-paragraph “c” as worded in  Federal Law No 77-ФЗ of June 23, 2003)

Pursuant to Federal Law No 306-ФЗ of December 01, 2007, from January 01,2009 sub-paragraph “d”, clause 3, Article 4 will be amended as follows:

"d) owners of motor vehicles registered in foreign countries if third-party liability of owners of such vehicles  is insured in accordance with international insurance rules for third-party liability of motor vehicle owners, to which the Professional Insurers Association operating as prescribed by this Federal Law is a party (hereafter “international insurance systems);".

d) owners of motor vehicles registered in foreign countries if third-party liability of owners of such vehicles  is insured in accordance with international compulsory insurance rules for third-party liability of motor vehicle owners, to which the Russian Federation is a party;

e) owners of motor car trailers.

(sub-paragraph “e” was introduced by Federal Law No 306-ФЗ of December 01, 2007)

4. Motor vehicle owners whose third-party liability is insured by a third party (the insured) in accordance with this Federal Law are excluded from the obligation to take out third-party liability insurance.

5. Vehicle owners, who insured their third-party liability as prescribed by this Federal Law, may take out an additional voluntary liability insurance in case of insufficient compulsory insurance indemnity for full compensation of damage caused to the life, health or property of the suffered parties, and in the event of liability that is not deemed an insured risk under a compulsory insurance contract (clause 2, Article 6 of this Federal Law).

6. Vehicle owners, whose third party risk is not insured by compulsory and/or voluntary insurance contract, shall compensate for damage caused to the life, health or property of the suffered parties as prescribed by the civil legislation.

If a party does not follow the requirements for compulsory third-party liability insurance of motor vehicle owners established by this Federal Law, it shall be held liable as prescribed by the laws of the Russian Federation.

Article 5. Compulsory insurance rules

(as worded in Federal Law No 306-ФЗ dated December 01, 2007)

1. The Government of the Russian Federation specifies the procedures for exercising the rights and obligations of the parties to the compulsory insurance contract set by this Federal Law and other federal laws in the compulsory insurance rules.

2. The compulsory insurance rules along with other regulations include the following provisions:

a) conclusion, amendment, extension, early termination of a compulsory insurance contract;

b) insurance premium payment;

c) list of actions to be performed by the parties in carrying out compulsory insurance, including  occurrence of an insured event;

d) calculation of the amount to be paid for compensation of damage and payment of insurance indemnity;

e) resolution of compulsory insurance disputes.

3. The compulsory insurance rules may also contain provisions of this Federal Law and any other federal laws specifying compulsory insurance contract conditions.

For non-admission of the request for disputing constitutionalism of article 6, see Resolution No 6-П of the Constitutional Court of the Russian Federation of May 31, 2005.

Article 6. Compulsory insurance object and insured risk  

1. Compulsory insurance objects are property interests connected with the risk of motor vehicle owner’s third-party liability under the obligations arising in the event of damage caused to the life, health or property of the suffered parties when the motor vehicle is used in the Russian Federation.

2. Insured risk against compulsory insurance is occurrence of third-party liability under the obligations specified in clause 1 of this Article, except for liability resulting from:

a) infliction of damage during the use of a motor vehicle other than that specified in the compulsory insurance contract;

b) infliction of moral harm or arising of the obligation to compensate for lost profit;

c) infliction of damage by the use of motor vehicles during automobile racing, test drive or driving lessons  in dedicated places;

d) natural environment pollution;

e) infliction of damage by the cargo transported if the risk of such liability is subject to compulsory insurance in accordance with the law prescribing the  relevant type of compulsory insurance;

f) infliction of harm to the life or health of employees when the latter fulfill their job responsibilities  if this harm shall be compensated for in accordance with the law prescribing the relevant type of compulsory insurance or compulsory social insurance;

g) responsibility to compensate for employer’s loss caused by infliction of damage to an employee;

i) infliction of damage by the driver to the motor vehicle and trailer he drives, cargo transported, equipment installed on the motor vehicle or trailer, or any other property;

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

j) infliction of damage when the cargo is loaded to pr unloaded from the motor vehicle;

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

k) damage or destruction of antiquarian or other unique things, buildings and structures of historical and cultural value, articles of precious metal or precious stones, cash, securities, religious  things, works of science, literature and art, other intellectual property;

l) the obligation of the motor vehicle owner to compensate for  damage to the extent exceeding the size of liability prescribed by the rules of Chapter 59 of the RF Civil Code (if a bigger size of liability is established by the federal law  or contract).

When motor vehicle owner’s third-party liability arises in the cases specified in this clause, the motor vehicle owner shall compensate for the damage caused in accordance with the laws of the Russian Federation.

Article 7. Insured amount

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

The insured amount within the limit of which the insurer shall compensate to the suffered parties for the damage caused in case of occurrence of insured event (irrespective of the number of occurrences during the period of the compulsory insurance contract) is:

a) for the compensation of harm caused to the life or health of each suffered party maximum 160 thousand rubles;

b) for the compensation of damage caused to the property of more than one suffered parties maximum 160 thousand rubles;

c) for the compensation of damage caused to the property of one suffered parties maximum 120 thousand rubles.

Article 8. Government control of insurance rates

1. Government control of insurance rates is reached through establishing, as prescribed herein, economically reasonable insurance rates or their threshold levels, insurance rates structure and the procedure for using the rates by insurers in calculation of the insurance premium under the compulsory insurance contract.

RF Constitutional Court Resolution No 6-П of May 05, 2005 recognizes that the provision of the fist sub-paragraph in clause 2, Article 8 vesting the RF Government with the authority to establish compulsory insurance rates (their threshold levels) is not in conflict with the RF Constitution.

2. Compulsory insurance rates (their threshold levels), insurance rates structure and the procedure for using the rates by insurers in calculation of the insurance premium under the compulsory insurance contract shall be established by the Government of the Russian Federation as prescribed by this Federal Law.

A portion of the insurance premium used for calculation of insurance rates and directly intended for insurance and compensatory payments to the suffered parties shall not be less than 80 percent of the insurance premium.

3. The established insurance rates shall be valid minimum six months.

Change in the insurance rates shall not entail adjustment of the insurance premium under the compulsory insurance contract during the period of the contract if such insurance premium has been paid by the insured at the insurance rates existing at the time of payment.

4. No categories of the insured shall be entitled to receive full or partial compensation of the insurance premiums they paid earlier at the cost of increased insurance premiums for the other categories of the insured.

5. Annual compulsory insurance statistics shall be officially published by the federal executive authority for insurance business supervision.

Article 9. Insurance base rates and coefficients 

1. Insurance rates consist of base rates and coefficients. Insurance premiums under compulsory insurance contracts shall be calculated as a product of insurance base rates and coefficients.

Insurance base rates depend on the technical characteristics, design features and purpose of the motor vehicles that have a considerable effect on the probability of damage and on the eventual size of damage.

2. The coefficients as part of insurance rates depend on:

a) the territory on which the motor vehicle is primarily used. For natural persons, the territory shall be the motor vehicle owner place of residence indicated in the motor vehicle service record book or in the motor vehicle certificate of registration or in the citizen’s passport; for legal entities, it is the place of motor vehicle registration;

b) whether insurers paid or did not pay insurance indemnities in the preceding periods when they took out compulsory third-party liability insurance of the owners of a particular vehicle, and for limited motor vehicle use compulsory insurance where the motor vehicle may be operated only by drivers specified by the insurer, whether insurers paid or did not pay insurance indemnities in the preceding periods when they took out compulsory third-party liability insurance for each of these drivers;

c) motor vehicle technical data;

d) seasonal use of motor vehicles;

e) other circumstances that have a considerable effect on the insured risk size.

(clause 2 as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

2.1. For the cases of compulsory third-party liability insurance of individuals, who use their own motor vehicles, insurance rates also prescribe coefficients, which account of whether the compulsory insurance contract includes the condition saying that only drivers specified by the insurer are authorized to operate the motor vehicle, and if such condition is provided for, their driving experience and age.

(clause 2.1 was introduced by Federal Law  No 306-ФЗ of December 01, 2007)

3. Apart from the coefficients as prescribed in clause 2 of this Article, insurance rates include coefficients to be used for compulsory third-party liability insurance of motor vehicle owners:

who provided the insurer with false facts about any circumstances requested by the latter and affecting the insurance premium under the compulsory insurance contract, which entailed a less amount of premium paid than the amount that would have been paid should the motor vehicle owners had furnished true data;

who intentionally have contributed to the occurrence of the insured event or increase of the related loss, or knowingly have misrepresented the circumstances of insured event in order to increase the insurance indemnity;

who have caused harm or damage in the circumstances involving a recourse claim  (Article 14 of this Federal Law).

The insurers shall apply the coefficients specified in this clause when they conclude or extend a compulsory insurance contract for a year following the period, in which it became known to the insurer that any of the actions (failure to act) referred to in this clause.

4. Maximum insurance premium under a compulsory insurance contract shall not exceed a threefold insurance base rate adjusted with allowance for the territory, on which the motor vehicle is primarily used, and a fivefold base rate when the coefficients prescribed in clause 3 of this Article are used.

5. Insurance rates can additionally include base rates and coefficients insurers may be able to use in carrying out compulsory third-party liability insurance of the owners of motor vehicles registered in foreign countries which temporarily used in the Russian Federation.

6. Insurers are bound to use insurance rates prescribed by this Federal Law. Insurers shall not be entitled to use rates and/or coefficients other than those prescribed by the insurance rates.

For non-admission of the request for disputing constitutionalism of article 10, see Resolution No

6-П of the Constitutional Court of the Russian Federation of May 31, 2005.

Article 10. Duration of a compulsory insurance contract

1. A compulsory insurance contract shall be valid within a year, unless other validity period of such contract is provided for in this Article.

The sub-paragraph has been inoperative since March 01, 2008. – Federal Law No 306-ФЗ of December 01, 2007.

2. The owners of motor vehicles registered in foreign countries, which are temporarily used in the Russian Federation, shall make compulsory insurance contracts for the entire period that the motor vehicles are temporarily used in Russia, but not less than 5 days.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

3. On acquiring a motor vehicle (purchase, inheritance, receipt as a gift, etc.), the owner may make a compulsory insurance contract for the period during which it moves to the place of motor vehicle registration. At the same time the motor vehicle owner shall, prior the registration, make a compulsory insurance contract for a year as prescribed in clause 1 of this Article.

Pursuant to Federal Law No 306-ФЗ of December 01, 2007 Article 11 hereof will be amended to include clause 8-11 from December 01, 2008.

Article 11. The insured and sufferer’s actions in case of insured event

1. If the insured is involved in a road accident, he/she shall inform the other parties involved in this road accident on their request of the compulsory insurance contract, under which the third-party liability of the owner of this motor vehicle is insured.

The driver, who operates the motor vehicle in the absence of the insured, shall be also bound by the obligation provided for in this clause.

2. The insured shall inform the insurer of any harm caused by the use of the motor vehicle that might involve insured’s third-party liability within the period and in the manner stipulated in the compulsory insurance contract.

The insured shall, prior to satisfaction of the suffered parties’ needs for compensation for the harm caused to them, notify the insurer and act in compliance with its instructions, and in the event of a claim raised against the insured, involve the insurer to participate in the case. Otherwise, the insurer may raise objections against the claim for insurance indemnity, which it had raised in respect of the claim for compensation of damages.

3. If the sufferer wishes to use its right to insurance indemnity, it shall, at the earliest opportunity, notify the insurer of the occurrence of the insured event.

4. The provisions of this Federal Law related to the suffered parties apply to any party, which suffers damages resulting from the death of the breadwinner, heirs of the sufferer or any other party that may, subject to the civil legislation be compensated for damages caused to them by other parties during the use of motor vehicles.

5. To decide whether the insurance indemnity shall be paid or not, the insurer shall receive    the documents describing the road accident prepared by duly authorized militia officers, except as otherwise provided for in clause 8 of this Article.

(clause 5 was introduced by Federal Law  No 306-ФЗ of December 01, 2007)

6. Road accident documents may be prepared in the presence of the insurer or insurer’s representative arriving on the report of the party involved in the road accident.

(clause 6 was introduced by Federal Law  No 306-ФЗ of December 01, 2007)

7. The drivers of motor cars involved in a road accident shall fill up advice of road accident forms issued by the insurers. The drivers shall inform the insurers of the road accident and that they have filled up such advice forms.

(clause 7 was introduced by Federal Law No 306-ФЗ of December 01, 2007)

Article 12. Claim statement

1. The size of insurance indemnity payable to the sufferer as compensation for the harm caused to his health shall be calculated shall be calculated by the insurer as specified in Chapter 59 of the Russian Federation Civil Code.

The size of insurance indemnity for the harm caused to the life of the sufferer shall be:

135 thousand rubles – to the parties entitled to compensation for harm in the event of death of the sufferer (breadwinner) in accordance wit the civil legislation;

maximum 25 thousand rubles to compensate for funeral expenses– to the parties, which incurred such expenses.

(clause 1 as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

1.1. The sufferer shall submit to the insurer all the documents and proofs, and provide it with all the data known to confirm the volume and nature of the harm caused to the life or heath of the sufferer.

(clause 1.1 was introduced by Federal Law No 306-ФЗ of December 01, 2007)

2. In the event of damage caused to the property, the sufferer, that wishes to uses its right to insurance indemnity, shall present the damaged property or its remainders to the insurer for inspection and/or independent expert (appraiser) in order to find out the circumstances, at which the harm was inflicted, and determine the size of the damages to be compensated for. 

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

If the inspection and/or independent examination (appraisal) of the damaged property or its remainders presented by the sufferer are not enough to identify with certainty whether this is an insured event and to measure the damage to be compensated for under the compulsory insurance contract, the insurer may, to clarify the said circumstances, inspect the motor vehicle of the insured the use of which has inflicted damage to the sufferer, and/or, at its own expense, organize and pay for the independent examination of such motor vehicle. The insured shall provide this motor vehicle on the insurer’s demand.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

2.1. The amount of damages to be compensated for in the event of damage caused to the sufferer property shall be determined as follows:

a) in case total loss of the sufferer’s property, in the amount of the property real value on the date of the insured event occurrence. A total loss is understood a case when the damaged property becomes unrepairable, or the cost of the damaged property repair is equal to or exceeds the property value on the date of the insured event occurrence;

b) in case of damage caused to the sufferer’s  property, in the amount of the expenses to be incurred to  bring the property to the state it was before the insured event.

(clause 2.1 was introduced by Federal Law  No 306-ФЗ of December 01, 2007)

2.2. The expenses described in clause 2.1 of this Article also include expenses on the materials and spare parts as may be necessary for renovation, the cost of related repair works.

(clause 2.2 was introduced by Federal Law  No 306-ФЗ of December 01, 2007)

3. The insurer shall inspect the damaged property and/or organize its independent examination (appraisal) within maximum five working days after the relevant claim of the sufferer, unless a different period agreed upon between the insurer and the sufferer.

(as worded in Federal Law  No 306-ФЗ of December 01, 2007)

If the nature of damages or some peculiarities of the damaged property make it impossible to deliver the damaged property for inspection and expert examination (appraisal) at the place of the insurer and or expert’s location (for example, such damage of the motor vehicle that prevents it from participation in road traffic), this inspection and independent examination (appraisal) shall be organized at the damaged property location in the period stipulated in this clause.

A compulsory insurance contract may prescribe a different period for the insurer to arrive for inspection purposes and/or an independent expert (appraiser) to arrive for independent examination (appraisal) of the damaged property, with allowance for the territorial peculiarities in hard-to-reach, remote or underpopulated areas. Such expert examination may be excluded if the insurer and the sufferer have agreed on the size of insurance indemnity as a result of the insurer’s inspection of the damaged property and do not insist on independent examination (appraisal) of the damaged property.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

4. Should the insurer and the sufferer fail to reach an agreement on the size of insurance indemnity, the insurer shall organize an independent examination (appraisal), and the sufferer shall provide the damaged property for independent examination (appraisal).

If the insurer has failed to inspect the damaged property, and/or to organize independent examination (appraisal) in the period specified in clause 3 of this Article, the sufferer may apply for such examination (appraisal) on its own without providing the damaged property to the insurer for inspection.

(clause 4 as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

5. The cost of independent examination (appraisal) underlying payment of insurance indemnity shall be a part of the loss to be covered by the insurer under the compulsory insurance agreement.

6. The insurer may refuse to pay the insurance indemnity to the sufferer in full or in part if the repair of the damaged property or disposal of its remainders carried out before the inspection and/or  independent examination (appraisal) of the damaged property as required by this Article makes it impossible to adequately prove that it has been an insured event and measure the loss  to be compensated for under the compulsory insurance contract.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

7. Independent technical expert examination is carried out in order to clarify the circumstances in which the insured event has occurred, identify the damages of the motor vehicle and their reasons, repair methods and techniques.

The rules for independent technical expert examination of a motor vehicle, requirements for technical expert, including the conditions and procedure of their skill qualification and maintaining a state technical expert register shall be approved by the Government of the Russian Federation or as duly prescribed by the Government.

Article 13. Insurance indemnity

1. The sufferer may claim to the insurer for compensation of harm caused to his life, health or property within the insured amount. The sufferer’s claim for insurance indemnity with the attached documents confirming that the insured event has and indicating the size of harm to be compensated to shall be forwarded to the insurer at the insurer’s location or its representative authorized by the insurer  for consideration of such sufferer’s claim and payment of the insurance indemnity.

The insurance policy shall contain the location and postal address of the insurer or its representatives in the constituents of the Russian Federation, means of communication with them and their working hours.

2. The Insurer shall review the sufferer's claim for insurance indemnity and documents attached as prescribed within 30 days on their receipt. The insurer shall, within the specified period, pay insurance indemnity to the sufferer or forward it a motivated refusal from such payment.

Should the insurer fail to perform this obligation, the insurer shall pay to the sufferer a penalty (fine) equal to one point seventy-five of the reinsurance rate of the Russian Federation Central Bank valid on the date, on which the insurer had to perform this obligation, of the insured amount established in Article 7 of this Federal Law according to the type of damage compensation to each sufferer.

The penalty (fine) payable to the sufferer shall not exceed the insured amount according to the type of damage compensation to each sufferer as specified in Article.

The insurer may, on the sufferer’s application pay a part of the insurance indemnity corresponding to the actually measured part of the reported damage until the total size of the indemnifiable damage is measured.

As agreed upon with the sufferer and on the conditions provided for in the compulsory insurance contract, the insurer may, on account of the insurance indemnity and pay the repair of the damage property.

(clause 2 as worded in Federal Law No 306-ФЗ of December 01, 2007)

3. Should more than one sufferers claim in case of harm caused to their life, health resulting from one insured event, insurance indemnities shall be paid  as required in clause 1 of Article 12 of this Federal Law.

If the amount claims raised by more than one sufferers against the insurer on the date for paying the first insurance compensation of damage caused to the property under this insured event exceeds the insured amount established by Article 7of this Federal Law, the insurance indemnities shall be paid in proportion to the ratio of this insured amount to the amount of the sufferer’s claims (with allowance for the compensation limits applying to the compensation for damage inflicted to the property of one sufferer as stated in Article 7 hereof).

(clause 3  in Federal Law No 306-ФЗ dated December 01, 2007)

4. The Insurer shall be discharged from the obligation to pay insurance indemnity in the cases prescribed by law and/or compulsory insurance contract.

Article 14 Insurer's right of recourse

An insurer shall have the right to recourse against the party that caused harm in amount of the insurance payment made by the insurer, if

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

harm has been caused to life or health of the injured person due to the intent of the person mentioned;

harm has been caused by the person mentioned when driving a motor vehicle while intoxicated (due to alcohol, drugs or other);

the person mentioned has not been permitted to drive a vehicle involved in the harm caused;

the person mentioned escaped from the accident point;

the person mentioned is not included in the compulsory insurance contract as an operator permitted to drive the motor vehicle (in case of compulsory insurance contract where the motor vehicle may be operated only by the drivers mentioned in the compulsory insurance contract); 

an insured event occurred when the person mentioned operated the motor vehicle at the time not specified in the compulsory insurance contract (in case of compulsory insurance contract where a motor vehicle may be operated at the time specified in the compulsory insurance contract).

Also, the insurer has the right to demand compensation for expenses incurred due to the insured event from the party mentioned.

Article 14.1. Direct compensation for damage

(introduced by the Federal Law No 306-ФЗ dated December 01.12.2007)

1. The sufferer has the right to demand compensation for damage caused to his property directly from the insurer that insured the sufferer liability if the following occur concurrently:

а) due to an accident, harm has been caused to a property only;

b) an accident involved two motor vehicles owners of which insured third-party liability in compliance with the Federal Law.

2. The insurer that insured the sufferer liability shall appraise the accident circumstances stated in the Accident Notice and based on the documents submitted compensate the sufferer for harm at his request in compliance with compulsory insurance practices.

3. The right to direct compensation for damage shall not restrict the sufferer's right to appeal to the insurer that insured harm-doer liability to compensate for harm caused to life or health, occurred after submission of the insurance compensation request or which has not been known to the sufferer at the time of the request submission.

4. The insurer that insured the sufferer liability shall compensate for damage caused to the sufferer's property in amount of the insurance payment and on behalf of the insurer that insured the harm-doer liability  (directly compensate for damage) in compliance with the direct damage compensation agreement (Article 26.1 of this Federal Law) based on provisions of this Article.

5. The insurer that directly compensated for damage has the right to demand the amount of insurance payment from the insurer that insured harm-doer liability or from the harm-doer as specified in Article 14 of this Federal Law.

6. The insurer that insured harm-doer liability shall be obligated to compensate the insurer that directly compensated for damage, for the harm compensated by him to the sufferer on account of the insurance payment under the compulsory insurance contract.

Article 15 Compulsory insurance procedure

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

1. Compulsory insurance shall be effected by motor vehicle owners by concluding compulsory insurance contract with insurers which describe motor vehicles whose owners' third-party liability is insured.

2. A compulsory insurance contract is concluded with regard to a motor vehicle owner; persons the owner indicated in the compulsory insurance contract, or unlimited number of persons allowed by the owner to operate the motor vehicle in compliance with the compulsory insurance contract, as well as other persons that legally operate the motor vehicle.

3. To conclude a compulsory insurance contract the insured shall submit the insurer the following documents:

a) an application for conclusion of the compulsory insurance contract;

b) ID (if the insured is a natural person);

c) legal entity state registration certificate (if the insured is a legal entity);

d) a motor vehicle registration document issued by an agency responsible for motor vehicle registration (a motor vehicle certificate, the motor vehicle registration certificate, manufacturer's certificate or stub or similar documents);

e) the driver license or copy of the driver license of the person allowed to operate the motor vehicle (if the compulsory insurance contract is concluded on condition that the motor vehicle shall be operated by specified persons.

4. As agreed upon between the parties, the insured shall be entitled to provide copies of the documents required for concluding the compulsory insurance contract.  

5. When concluding the compulsory insurance contract, the owner of a motor vehicle registered in a foreign country and temporarily operated in the Russian Federation shall provide the documents specified in b), d) and e) of clause 3 of this Article. 

6. Owners of motor vehicles used for passenger shuttle operations shall inform passengers about their rights and responsibilities arising from the compulsory insurance contract in compliance with requirements established by the Federal Transportation Agency.

7. When concluding the compulsory insurance contract, an insurer shall issue an insurance policy for the insured which comprises a document certifying that compulsory insurance is in effect. The insurance policy forms are documents strictly reported.

8. During the compulsory insurance contract term the insured shall immediately inform the insurer in writing about changes in data given in the application for concluding a compulsory insurance contract.

9. Being informed by the insured about changes in data given in the application for concluding a compulsory insurance contract and (or) provided when concluding the contract, the insurer shall amend the compulsory insurance policy.

10. On termination of the compulsory insurance contract the insurer shall provide the insured with data related to the number and nature of insured events, insurance compensations made and to be made, insurance period, sufferers' claims under consideration and outstanding claims thereof regarding to insurance compensations and other insurance-related data during the compulsory insurance contract period (hereinafter insurance data). The insurance data shall be provided by insurers free and in writing.

The insurance data shall be provided by a motor vehicle owner for an insurer in case of next compulsory insurance and be taken into account by the insurer when calculating the insurance premium under the compulsory insurance contract.

Insurance Policy Form (with no consideration for amendments made due to the RF Government Decree No 129 dated 29.02.2008) except clause 5 shall remain in force till 31th December 2008 based on that the insurance coverage is determined according to Article 7 of this document.

11. The Government of the Russian Federation approved the application form for concluding the compulsory insurance contract, the insurance policy form for compulsory insurance and the form of the document containing the insurance data.

Article 16 Compulsory insurance in case of limited operation of motor vehicles

1. Motor vehicle owners shall have the right to conclude the compulsory insurance contracts if the vehicles owned or possessed by them are expected to be operated for a limited period.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

Limited operation of motor vehicles owned or possessed by individuals is taken to mean operation of the motor vehicles only by drivers stated by the insured and (or) seasonal operation of motor vehicles for three and more months per a calendar year.

(introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

Limited operation of motor vehicles owned or possessed by legal entities is taken to mean seasonal operation thereof, in particular operation of snow-removers, agricultural vehicles, street sprinklers and other special-purpose motor vehicles for six and more months per a calendar year.

(introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

A motor vehicle owner shall be entitled to inform an insurer of the above circumstances in writing when concluding the compulsory insurance contract. In this case the insurance premium under the compulsory insurance contract that specifies the limited operation of motor vehicles, shall be calculated using coefficients provided by insurance rates which take account of driver's experience, age and other personal details of the licensed drivers and (or) period of operation thereof specified in the compulsory insurance contract (clause 2 of Article 9 of this Federal Law).

2. When compulsory insurance is effected in view of limited operation of motor vehicles, the insurance policy shall contain the names of drivers allowed to operate the motor vehicle including circumstances when operation is allowed under appropriate power of attorney, and (or) period of operation thereof specified in the compulsory insurance contract.

3. During the period of the compulsory insurance contract that specifies the limited operation of motor vehicles, the insured shall immediately inform the insurer in writing of transfer a motor vehicle to drivers not specified in the insurance policy among drivers allowed to operate the motor vehicle, and (or) extending the period of operation thereof beyond the deadline specified in the compulsory insurance contract. Being informed of this, the insurer shall make appropriate amendments in the insurance policy. Such being the case, the insurer may require that an extra premium be paid according to the compulsory insurance rates in proportion to the higher risk.

Article 17 Insurance premium reimbursement under the compulsory insurance contract 

1. Invalids (including children invalids) possessing motor vehicles according on medical conditions or their legal representatives shall get benefits in amount of 50% of the insurance premium paid by them under the compulsory insurance contract.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

The above benefit shall be paid provided that that the individual entitled to get the benefit and two more drivers operate the motor vehicle.

 (this paragraph is introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

Reimbursement of insurance premiums under the compulsory insurance contracts is the liability of the Russian Federation.

(as worded  in Federal Law No 199-ФЗ dated December 29. 2004)

The Russian Federation delegates power to pay invalids the insurance premium reimburse benefits under the compulsory insurance contract as per this Article, to the authorities of the entities within the Russian Federation.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

The funds to exercise the above powers related to provision of social benefits shall be allocated in the budgetary Federal Reimbursement Fund in terms of subsidies. 

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

The amount of funds allocated to entities of the Russian Federation shall be determined based on the number of individuals that enjoy the right to such social support and amount of insurance premiums figured in compliance with this Federal Law.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

The subsidies shall be transferred to the budgetary accounts of the Russian Federation entities according to the procedure established for budget implementation.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

The procedure for expending and accounting of the subsidy funds is established by the Government of the Russian Federation.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

Governmental authorities of the entities within the Russian Federation shall report on a quarterly basis to the Federal executive agency responsible for implementation of single governmental financial, lending and monetary policy about expending the subsidies provided and indicate the number of individuals that enjoy the right to such social support, categories of beneficiaries as well as amount of expended funds. If required, additional data shall be reported according to the procedure established by the Government of the Russian Federation.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

The above funds are purpose-oriented and may not be used for any other purpose.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

Should the funds be expended for any other purpose, the authorized Federal executive agency may collect the above funds according to the procedure established by the Russian Federation Law.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

Funds expending shall be controlled by the Federal governmental agency responsible for control and supervision in budgetary finance area, the Federal executive agency responsible for control and supervision in health care and social area and the Audit Chamber of the Russian Federation.

(this paragraph is introduced by the Federal Law No 199-ФЗ dated 29.12.2004)

2. Governmental agencies of the entities within the Russian Federation and local authorities within their powers shall have the right to pay the insurance premium reimburse benefits under the compulsory insurance contracts in full or in part to other categories of individuals. Sources of funds and procedures for paying the above benefits shall comply with regulations of the Russian Federation entities and local regulations.

Chapter III BENEFITS

(as worded  in Federal Law No 103-ФЗ dated July 21, 2005)

Article 18. The right to obtain benefits 

(as worded  in Federal Law No 103-ФЗ dated July 21, 2005)

1. Benefits for compensation for harm caused to a sufferer's life or health shall be paid, if insurance payment under the compulsory insurance scheme may not be made due to:

a) bankruptcy procedure applied to the insurer according to the Federal Law;

b) revocation of insurance license from the insurer;

c) unknown harm-doer responsible for the harm caused to the sufferer;

d) lack of the compulsory insurance contract which insured the harm-doer liability because of his failure to fulfill insurance liabilities under this Federal Law.

2. Benefits for compensation for harm caused to the sufferer's property shall be paid, if insurance payment under the compulsory insurance scheme may not be made due to:

a) bankruptcy procedure applied to the insurer according to the Federal Law;

b) revocation of insurance license from the insurer.

3. In the Russian Federation foreign individuals, stateless persons and foreign legal entities may be paid benefits as citizens of the Russian Federation and the Russian legal entities.

(clause 3 as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

4 - 5. The paragraphs are invalid since 1st March 2008 – Federal Law No 306-ФЗ dated December 01, 2007.

6. A suit for the benefits may be filed by a sufferer within a three-year period.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

Article 19 Benefit payment procedure

1. On sufferer's request benefits shall be paid by a professional insurers association operating on the basis of the founding documents and this Federal Law.

Sufferer's request for benefits may be considered, benefits be paid and implementation of the rights specified in Article 20 of this Federal Law be effected by insurers operating in behalf of the professional association on the basis of the contracts concluded.

2. The relationship between a sufferer and the professional insurers association regarding to benefits shall be similarly covered by the practices established by the Russian Federation Law with regard to the relationship between a beneficiary and an insurer under the compulsory insurance contract. These provisions shall apply since otherwise is not provided by the Federal Law and does not arise from the subject-matter of such relationship.

Benefits shall be established:

to the extent of compensation for harm caused to each sufferer's life or health in a maximum amount of 160 thousand rubles based on requirements of clause 1 of Article 12 of this Federal Law; 

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

to the extent of compensation for harm caused to property of a few sufferers in a maximum amount of 160 thousand rubles and in a maximum amount of 120 thousand rubles if harm has been caused to a single sufferer.

Such being the case, benefits shall be reduced by the amount equal to the amount of partial compensation for harm made by the insurer and (or) an individual responsible for the harm caused.

(clause 2 as worded  in Federal Law No 103-ФЗ dated July 21, 2005)

Article 20 Collection of benefit amounts

1. Amount of the benefit paid to a sufferer according to "c" and "d" of clause 1 in Article 18 of this Federal Law shall be collected in terms of recourse against the suit of the professional insurers association from the party responsible for the harm caused to the sufferer.

(as worded  in Federal Law No 103-ФЗ dated July 21, 2005)

The professional insurers association has also the right to demand that the above party compensate expenses incurred in relation to review of the sufferer's request to pay a benefit.

2. The professional insurers association shall assume the right of claim for insurance payment under the compulsory insurance scheme the sufferer has to an insurer to the extent of the benefit amount paid to the sufferer as in "a" and "b" of clauses 1 and 2 in Article 18 of this Federal Law.

(as worded  in Federal Law No 103-ФЗ dated July 21 2005) 

Chapter IV INSURERS

Article 21 Insurers

1. An insurer shall have a representative in each entity within the Russian Federation authorized to consider sufferer's requests for insurance payments and make such payments.

According to the Order of the RF Constitutional Court No 6-П dated 31.05.2005, clause 2 in Article 2, granting the right to receive a license to provide third-party liability insurance for owners of motor vehicles only to the insurers being members of the professional insurers association, is recognized compliant with the RF Constitution.

2. Insurers must be members of the professional insurers association operating in compliance with this Federal Law. 

3. The prerequisite for an insurance company to apply for a permit (license) to provide compulsory third-party liability insurance for owners of motor vehicles comprises at least two-year operation of the company in motor vehicles insurance and owner's third-party liability insurance.

Insurers and their representatives shall occupy premises appropriate to such purpose.

4. An insurer may operate in international insurance systems provided that he is in the list of insurers operating in international insurance systems. Such list is maintained by the professional insurers association.

(clause 4 is introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

5. To be included in the list of insurers operating in international insurance systems, an insurer shall have to:

а) be a member of the professional insurers association;

б) pay a fee in equivalent amount of 500 thousand euros as per rate of exchange established by the RF Central Bank on the day of payment to the current liabilities fund raised by the professional insurers association in compliance with this Federal Law.

(clause 5 is introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

6. Data on insurers included in the list of insurers operating in international insurance systems shall be submitted to the Federal executive agency responsible for insurance business supervision within 30 days of the day of entering in the list.

(clause 6 is introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

7. The professional insurers association shall on a quarterly basis place the list of insurers operating in international insurance systems in its official site in Internet and publish in a print media with minimum circulation of 10 thousand copies.

(clause 7 is introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

Article 22 Features of compulsory insurance operations carried out by insurers

1. Conclusion of compulsory insurance contracts and placement of ads in favor of insurers providing compulsory insurance services in premises and territory of the RF Governmental agencies, governmental authorities of entities within the Russian Federation and local authorities shall be prohibited.

2. If in case of compulsory insurance the difference between costs and income of an insurer exceeds 5% of the above income, the amount in excess shall be transferred by the insurer for the insurance reserve to compensate for expenses related to insurance payments and direct compensation for loss in the next periods.

(as worded  in Federal Law No 306-ФЗ dated 01.12.2007)

3. When providing compulsory insurance, insurers shall make up:

a reserve for financial support of benefits specified in "a" and "b" of clauses 1 and 2 in Article 18 of this Federal Law (guarantee reserve);

(as worded  in Federal Law No 103-ФЗ dated 21.07.2005)

a reserve for financial support of benefits specified in "c" and "d" of clause 1 in Article 18 of this Federal Law (current benefits reserve).

(as worded  in Federal Law No 103-ФЗ dated 21.07.2005)

Amounts of allocations to the guarantee reserve and the current benefits reserve shall be established in compliance with insurance rates.

Article 23 Cancelled since 1st March 2008 – Federal Law No 306-ФЗ dated 01.12.2007. 

Chapter V PROFESSIONAL INSURERS ASSOCIATION

Article 24 Professional insurers association

1. The professional insurers association is a non-commercial organization comprising an All-Russian professional association operating on the principle of mandatory insurers' membership to ensure coordination thereof and originate the rules for compulsory insurance professional business.

2. The professional insurers association is set up by approval of the Federal executive agency responsible for insurance business supervision.

The professional insurers association is set up and operates in compliance with provisions of the Russian Federation Law related to associations (unions). The above provisions shall apply based on specific features of the professional insurers' association status established by this Federal Law. 

3. The professional insurers association is open for admission of new members.

The founding documents of the professional insurers association shall contain a provision related to consent of the professional association members to admit insurance organizations that meet requirements placed on members of the professional association by the founding documents.

Article 25 Functions and powers of the professional insurers association

1. The professional insurers association shall:

a) ensure coordination between members thereof in provision of compulsory insurance, tailor and establish rules for professional business to be followed by the professional association and members thereof and enforce the rules;

b) represent and protect interests of the professional association members providing compulsory insurance in governmental agencies, local authorities and other bodies and organizations;

c) pay benefits to sufferers according to the professional association founding documents and requirements of this Federal Law and exercise the rights of claim as per Article 20 of this Federal Law;

d) fulfill other functions specified in the professional association founding documents in compliance with purposes targets and objectives thereof.

2. The professional insurers association shall have the right to:

pile up and use info resources containing compulsory insurance data including the data on the compulsory insurance contracts and insured events, insurers' and sufferers' personal details and ensure protection of restricted info in compliance with the Russian Federation Law;

protect interests of the professional association members related to provision of compulsory insurance services in court; 

fulfill functions imposed by the Russian Federation Law related to enforcement of this Federal Law including the functions related to the professional association members' operations in international insurance systems.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

The professional insurers association shall have the right to engage in other activities specified in the founding documents thereof as per the objectives defined by this Federal Law. 

The professional insurers association may engage in commercial activities to the extent they help attain the objectives of the association and which are appropriate to these objectives.

Article 26 Professional practices

1. The professional insurers association shall establish rules to be mandatory for the professional association and members thereof and which contain requirements related to:

a) procedure and conditions for consideration by the professional association members the sufferers' claims for insurance payments under compulsory insurance contracts concluded by other members of the professional association; and procedure and conditions for the above insurance payments;

b) procedure and conditions for benefits paid to sufferers by the professional association including priority of the above claims in case of lack of funds of the given professional association, and procedure for sharing among the members thereof of the professional association liabilities for benefit payments;

b.1) conditions for the agreement between the members of the professional insurers association on direct compensation for loss;

(sub-para. "б.1" is introduced by the Federal Law No 306-ФЗ dated 01.12.2007) 

c) procedure for funding benefits paid by the members of the professional association; measures for purpose-oriented funds spending, and procedure for accounting by the professional association of the funds intended for benefit payments;

c.1) moves of the members of the professional insurers association and documents processing when transferring the insurance portfolio;

(sub-para. "в.1" is introduced by the Federal Law No 306-ФЗ dated 01.12.2007)

d) collection info resources of the professional association containing restricted info and rules for protection of these info resources and use thereof;

e) procedure for admission to the professional association of new members, quitting and dismissal thereof;

f) conditions and procedure for raising and spending the funds of the professional association for the purposes other than benefit payments including the procedure for sharing the costs, payments, and fees between the members thereof;

g) qualification of employees;

h) documentation, rules for accounting, keeping records and reporting;

i) protection of the rights of the insured and sufferers related to compulsory insurance including the procedure for review of complaints thereof of the actions taken by the professional association members; 

k) the procedures for auditing of the activities carried out by members of professional associations for compulsory insurance to make sure that they observe the rules they established, including establishment of the control and the procedure for bringing these audit results to the other professional association members, and requirements for information transparency  for such audits;

l) penalty sanctions or any other measures used in respect of professional insurers association members, their officers and employees, the procedure for using and recording of such penalty sanctions and any other measures, as well as follow-up;

m) settlement of disputes between the members of professional insures association arising when  one member of the professional insures association considers sufferer’s claims and pay insurance indemnities under compulsory insurance contracts concluded by another member of the professional insures association, or any other professional activities issues  on compulsory insurance;

n) professional activity rules connected with the activities of the professional insurers association and activities of its members within the framework of the international insurance systems and the relevant requirements, including the procedure for payment of contribution fees, formation and use if the current obligations fund, establishing insurance rates and procedure of their use in calculating the insurance premium;

(sub-paragraph. "n" as worded  in Federal Laws No 306-ФЗ dated December 01, 2007)

o) any other professional activity rules for compulsory insurance that shall be established  by resolution of professional insurers association members;

p) record-keeping, storage, destruction and delivery of insurance policy forms.

(sub-paragraph "p" was introduced by Federal Law No 306-ФЗ dated December 01, 2007)

1.1. The requirements contained in "a" - "e", "n", "p" of clause 1 of this Article, shall be established  and modified by the professional insurers association   as agreed upon with the federal executive authority responsible for working out a state policy and regulatory  and legal acts  in the sphere of insurance business, other requirements prescribed by clause 1 if this Article  shall be established by  a professional insures association provided that the federal executive authority for insurance business supervision is notified as duly specified by this authority.

(as worded  in Federal Law No 306-ФЗ dated December 01, 2007)

2. If professional activity rules established by the professional insurers association violate any of the rights of any other parties, including the rights of sufferers, the insured, insurance organizations that are not members of the professional insurers association, the parties, whose rights are violated, and the federal executive authority for insurance business supervision may apply with a suit for recognition of these rules inoperative or with a suit  for amending them.

Parties whose rights are violated may demand that the professional insurers association   compensate them for their loss.

Article 26.1. Agreement on direct compensation for losses

(introduced by Federal Law No 306-ФЗ of December, 01, 2007)

1. Agreement on direct compensation of losses shall be made between members of professional insurers association. Such agreement specify the procedure and terms of settlements between the insurer, who has made direct compensation for losses and the insurer, who has insured third party liability of the harm-doer.

Settlements between the above mentioned insurers may be executed by recovery of the paid losses for each indemnity claim or proceeding form the number of satisfied indemnity claims during the reporting period and average sum of the insurance indemnities.

Requirements for direct compensation agreement, settlement procedure between the above mentioned insurers and business accounting characteristics of direct compensation operations shall be established by a federal executive authority that is in charge of working out state policy along with the regulatory and legal framework of insurance activities.

2. It must be provided by the constituent documents of an professional insurers association that making a direct compensation agreement must be a compulsory membership condition for an insurance enterprise.

Article 27. Obligations of professional association for compensatory payments

1. Obligations of an insurance professional association for compensatory payments mentioned in this Federal Law and subsidiary liability of members of an professional insurers association for corresponding obligations shall be established by the constituent documents of a professional insurers association.

2. Claims of sufferers for compensatory payments mentioned in sub-paragraphs "a and "b” in clause 1 and in clause 2 of Article 18 of this Federal Law shall be satisfied by a professional association at the expense of the guarantee reserve (clause 3 of Article 22 of this Federal Law) and funds acquired when the right of claim mentioned in clause 2 of Article 20 of this Federal law shall be exercised by a professional insurers association. 

(as worded in Federal Law No 103-ФЗ of July 21, 2005)

Claims of sufferers for compensatory payments provided for in sub-Пaragraphs "c" and "d” of clause 1, Article 18 of this Federal Law shall be satisfied by a professional association at the expense of provisions for the current compensatory payments provided by the members of professional insurers association (clause 3, Article 22 of this Federal Law), and  funds acquired through exercising of the right of claim mentioned in clause 1 of Article 20 of this Federal Law by a professional insurers association.

(as worded in Federal Law No 103-ФЗ of July 21, 2005)

3. Members of a professional insurers association shall bear subsidiary liability as prescribed in    clause 1 of this Article for:

obligations of a professional insurers association concerning compensatory payments mentioned in sub-Пaragraphs "a" and "b” of clause 1 and in sub-paragraph 2 of Article 18 of this Federal Law, within guarantee reserve formed by them;

(as worded in Federal Law No 103-ФЗ of July 21, 2005) 

obligations of a professional association concerning compensatory payments mentioned in sub-paragraphs "c" and "d” of clause 1, Article 18 of this Federal Law within provisions for the current compensatory payments formed by them.

(as worded in Federal Law No 103-ФЗ of July 21, 2005)

Article 28. Assets of professional insurers association

1. Assets of a professional insurers association shall be formed by:

assets transferred to the professional insurers association by its founding members in accordance with the foundation agreement of the professional insurers association;

affiliation, membership, special fees and other compulsory payments made for the professional insurers association by its members in accordance with its rules;

funds acquired through exercising the rights of claim as prescribed in Article 20 of this Federal Law;

voluntary contributions, funds acquired from any other sources.

Assets of a professional insurers association may be used exceptionally for the purposes for the sake of which the professional insurers association was founded.

2. Funds aimed at financing compensatory payments shall be separated from the other assets of a professional insurers association.

Funds used for financing compensatory payments as stated in sub-paragraphs "a" and "b” of clause 1 and in clause 2 of Article 18 of this Federal Law shall be separated from funds used for financing compensatory payments for any other reason.

(as worded in Federal Law No 103-ФЗ of July 21, 2005) 

Funds used for financing compensatory payments shall be recognized in separate balance statements of a professional insurers association and shall be separately kept records of. A professional insurers association shall open a separate bank account for payments concerning activities which regard any kind of compensatory payments.

2.1. Current financial obligations fund shall be formed by a professional insurers association for the purposes of fulfillment of financial obligations for participants of international insurance programs.

(clause 2.1 was introduced by Federal law No 306-ФЗ of December 01, 2007)

3. Investment of temporarily surplus funds of a professional insurers association shall be subject to conditions of diversification, recoverability, profitability and liquidity exceptionally in order to save and increase these funds.

Directions of investment of temporarily surplus funds of a professional insurers association shall be established by an annual plan approved by a general meeting of professional insurers association members.

4. Requirements concerning the lower limit of funds for financing compensatory payments that are mentioned in sub-paragraph "a" and "b” of clause 1 and in clause 2, Article 18 of this Federal Law and kept on a bank account of a professional insurers association, may be established by the federal executive authority for insurance business supervision.

(as worded in Federal Law No 103-ФЗ of July 21, 2005)

5. Funds acquired by a professional insurers association through exercising its right of claim as stated in Article 20 of this Federal Law shall be used  for financing compensatory payments.

6. Financial activity of a professional insurers association shall be subject to annual financial audit.

An independent audit company and terms of a contract to be signed between the audit company and a professional insurers association shall be defined and approved by a general meeting of professional insurers association members.

7. An annual report and annual closing balance sheet shall be subject to annual publishing after being approved by a general meeting of professional insurers association members.

Article 29. Fees and other compulsory payments of professional insurers association members

The size and procedures of fee payments, contributions and other compulsory payments for professional insurers association members shall be established by a general meeting of insurance professional organization members in accordance with this Federal law, other regulatory and legal acts and founding documents of a professional insurers association. Another procedure of amount definition and compulsory fee payment may be established for the purposes of insurance activities fulfilled by insurers within international insurance programs.

(as worded in Federal Law No 306-ФЗ of December 01, 2007)

Chapter VI. FINAL PROVISIONS

Article 30. Information interaction

For non-admission of the request for disputing the constitutionalism of clause 1 of Article 30, see Resolution N 6-П of the Constitutional Court of the Russian Federation dated May 31, 2005.

1. Federal executive authorities, executive authorities of the constituents of the Russian Federation, local authorities, organizations and individuals shall provide information including private data concerning compulsorily insured events or events giving the basis for sufferers to request compensatory payments, when required by insurers or professional insurers association.

When requested, information on motor vehicle registration shall be also provided for insurers by law enforcement agencies for vehicles with the owners of which compulsory insurance contracts are made by these insurers.

Information acquired must be used by insurers and professional insurers associations in accordance with regulations of security and data processing along with procedures of usage which, if broken, entail liability established by the laws of the Russian Federation.

On non-admission of the request for disputing the constitutionalism of item 2 of article 30 see Resolution N 6-П of the Constitutional Court of the Russian Federation dated May 31, 2005.

2. Insurers shall report to law enforcement agencies on compulsory insurance contracts that have been made, extended or terminated.

The procedure for providing information mentioned in this item shall be established by law enforcement agencies of the Russian Federation as agreed upon with a federal insurance executive authority.

3. An action data automation system, containing information on compulsory insurance contracts, events insured, motor vehicles and their owners, statistic data and other information concerning compulsory insurance, shall be created for the purposes of information interaction. Information formed within the mentioned action data automation system pertains to federal information resources.

Public access to information resources of the action data automation system is provided except for the information which shall be regarded as restricted data in accordance with the federal law. Restricted data shall be used by government bodies, insurers and professional insurers associations, other state bodies and companies in accordance with competences and procedures established by the laws of the Russian Federation.

Codification of information that is compulsorily rendered by government bodies, insurers or other parties in order to form information resources of the action data automation system, the procedure of access to the information it contains, state bodies and companies that are in charge for information acquisition and processing shall be defined and approved by Russian Federation government.

Article 31. International insurance programs

(as worded in Federal law No 306-ФЗ of December 01, 2007)

Clause 1 of Article 31 becomes effective from January 01, 2009 (Federal Law No 306-ФЗ of December 01, 2007). 

1. If a motor vehicle, registered in the Russian Federation, shall be temporarily used in a foreign country where international insurance programs are applied, the owner of such motor vehicle shall take out insurance for his or her third-party liability arising from infliction of damage to the  life, health or property of sufferers if the motor vehicle is used on the territory of the above mentioned foreign country for the period of temporary use of the vehicle but not less than 15 days.

2. The conditions which give a basis for third-party liability insurance within international insurance programs concerning motor vehicles registered in foreign countries and temporarily used in the Russian Federation, must not contradict the insurance law of the Russian Federation, regulatory and legal acts of the Russian Federation government, establishing compulsory insurance rules.

3. The conditions which give a basis to third-party liability insurance within international insurance programs for owners of motor vehicles registered in the Russian Federation and temporarily used in foreign countries where international insurance programs are applied, must not contradict the requirements and rules of such international insurance programs.

4. Participation of a professional insurers association in international insurance programs is coordinated by a federal executive authority that is in charge of working out state policy along with regulatory and legal framework of insurance activities.

Article 32. Vehicle owners insurance obligations control

1. Insurance obligations of vehicle owners established by this Federal Law shall be controlled by the militia at the time of registration, state vehicle inspection or exercising their other powers, regulatory and legal acts in the sphere of traffic safety control. A vehicle driver must carry compulsory insurance policy for it to be surrendered for check to militia officers authorized for it in accordance with the laws of the Russian Federation.

The effect of the sub-paragraph 2 of clause 1 of Article 32 is suspended by Federal Law No 73-ФЗ dated May 16, 2008 until December 31, 2008.

Insurance obligations of vehicle owners concerning their third-party liability established by this Federal Law and clause 1 of Article 31 of this Federal Law shall be controlled by customs authorities on arrival at and leaving the territory of the Russian Federation for other countries where international insurance programs are applied.

(as worded in Federal law No 306-ФЗ of December 1, 2007)

2. This clause became inoperative from January 1, 2007 by Federal Law No 266-ФЗ dated December 30, 2006.

RF Constitutional Court Resolution No 6-П of May 31, 2005 recognizes that the provisions of the third and fourth sub-paragraphs of Article 3, which bind motor vehicle owners to insure against the risk of third-party liability and prohibit the use of motor vehicles without having such insurance in the Russian Federation, are not in conflict with the RF Constitution.

3. The owners of motor vehicles who have failed to fulfill their obligation to insure their third-Party liability as prescribed by this Federal Law shall be prohibited to use their vehicles in the Russian Federation. State vehicle inspection and motor vehicle registration shall be unavailable for such vehicles.

Article 33. Effectiveness of this Federal Law

1. This Federal Law shall become effective as of July 01, 2003 except for the provisions for which different terms of effectiveness are established by this article.

2. The provisions of this Federal Law concerning incorporation of a professional insurers association and issuing permission (licensing) for compulsory third-Party liability insurance of motor vehicle owners, shall become effective form the date this Federal Law is promulgated.

3. Clause 1 и 2 of Article 21 of this Federal Law shall become effective from July 01, 2003.

4. Chapter III and Article 27 of this Federal Law shall become effective from July 01, 2004.

Article 34. Bringing regulatory and legal acts in balance with this Federal Law

The President of the Russian Federation and the Russian Federation Government shall bring their regulatory and legal acts in balance with this Federal Law.

President

of the Russian Federation

VLADIMIR PUTIN

Moscow, Kremlin

April 25, 2002
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