Republic of Moldova

Law no. 243-XV, as of July 8th, 2004

on the subsidy insurance against the production risks in the farming sector

(‘Monitorul Oficial’, no. 132-137, p. I, art.704, August 6th, 2004)

The Parliament adopts the given organic law.

Chapter I
GENERAL PROVISIONS

Article 1. Objective and object of the given law

(1) The objective of the given law is to assure a stable production in the farming sector by means of subsidy insurance against the production risks in the farming sector.

(2) The object of the given law are the relations between insurance organizations and physical or legal entities – fishing and farming producers, emerged as a result of insurance against production risks in the farming and fishing sectors, with government subsidies paying for the insurance premiums.

Article 2. Legal framework for subsidy insurance against the production risks in the farming sector

(1) The subsidy insurance (hereinafter referred to as “insurance”) against the production risks in the farming sector is regulated by the Civil Code of the Republic of Moldova, Law no. 1508 as of June 15th, 1993, on the insurance, the given law and other legal acts.

(2) The relations of insurance against the production risks in the farming sector could be regulated by other normative acts, too, issued in line with the given law.

(3) The provisions of the given law apply only to farming goods and risks insured against as set out herein.

Article 3. Basic definitions

Within the given law the following basic definitions are being used:

Risk insured against – a risk characteristic to the farming sector, including unfavorable influence of weather conditions, diseases / pests of plants and animals;

Insurance amount – a maximum value of insurance compensation that could be paid out to an insured party for the damage incurred, subject to the value of crops or animals, and the level of insurance coverage, as set out in the insurance contract;

Subsidy for insurance premiums – a government payment for part of the insurance premium paid by farming and fishing producers to insurance organizations for getting insurance against the production risks in the farming and fishing sectors.

Article 4. Subjects and object of insurance relations in the farming sector

(1) Subjects of insurance relations in the farming sector are the insured parties and insurers, as well as the government when it comes to subsidies for insurance premiums in the farming sector.

(2) The object of insurance is the farming goods in civil circulation, which, by law, have no other interdictions or limitations imposed upon, and which are outlined under art.5.

(3) Under the terms of the given law, the farming and fishing producers doing business in the Republic of Moldova are entitled to getting insurance against the production risks in the farming sector.

(4) In case of renting out the farming lands, the crops of farming cultures and perennial plantations are insured by the tenant. The insurance premiums paid by the latter one are not considered to be part of the rental agreement.

Article 5. Object of insurance against production risks in the farming sector

(1) Under the given law, the object of insurance against the production risks is the property goods related to collecting crops of farming cultures, livestock and poultry breeding, cultivating families of bees and fish production.

(2) Depending on the production conditions in the farming sector, the following farming goods could be insured:

a) Crops of farming cultures and perennial plantations; and

b) Livestock, poultry, bees and fish breeding belonging to farming and fishing producers;

(3) The following items are not subject to insurance:

a) Crops of farming cultures that being cultivated didn’t yield fruits during the last three or more years;

b) Crops of perennial plantations that being in the fertility phase didn’t yield fruits during the last five years;

c) Sick livestock, as well as the livestock located in the quarantine zone; and 

d) Loss caused by a decrease in the quality of farming production or a drop in their price.

Chapter II
TERMS OF INSURANCE AGAINST THE PRODUCTION RISKS IN THE FARMING SECTOR

Article 6. Risk insured against

(1) The risk insured against in the farming sector is a natural event, probable and future, but still uncertain, such as: unfavorable influence of weather conditions, diseases and pests of livestock and plants, that could result in loss of crops, mortality and/or forced slaughtering of livestock, as indicated by the government veterinary service, and because of the occurrence of which there is insurance liability.

(2) A production risk in the farming sector implies:

a) Destruction or reduction in the crops of farming cultures and perennial plantations owing to excessive droughts, hail precipitations, storms, temperatures falling below the biological threshold of plant resistance, flooding, other natural events unusual for the given region, as well as owing to diseases and pests invasions; and

b) Loss of livestock, poultry, families of bees, and fish belonging to farming and fishing producers, as a result of diseases, storms, hail precipitations, flooding, freezing temperatures, trauma, as well as the forced slaughtering of livestock, as indicated by the government veterinary service.

Article 7. Occurrence of risk insured against

(1) The occurrence of risk insured against (insured case) is considered to be the event made up of the following elements:

a) The existence of the insured object;

b) The instance of risk occurrence that the farming production was insured against; and

c) The existence of loss of farming production caused by the occurrence of the risk insured against.

(2) It is not considered an insured case the loss of farming production caused by the following events:

a) Events unforeseen by the insurance contract;

b) Premeditated actions taken by the insured party; and

c) Severe violations by the insured party of agrotechnical and sanitary provisions, as well as of other requirements for carrying out farming works, as set out in the insurance contract.

(3) Had a case been considered uninsured, the insurer must provide the grounds for not considering it by any legal means and evidence.

Article 8. Setting the insurance amount

(1) The insurance amount when insuring the crops of farming cultures and perennial plantations is set based on the value of estimated crops and the level of insurance coverage. The value of the estimated crops is calculated based on the average crops estimated per hectare and the market price of production, set out in the joint agreement between the insured party and the insurer.

(2) The insurance amount is set at 70% of the value of the crops calculated according to par. (1).

(3) The insurance amount when insuring the livestock, poultry, families of bees and fish is set at 70% of their value, as set out in the joint agreement between the insured party and the insurer based on market prices.

(4) The calculation of the insurance amount is presented as an annex to the insurance contract, which also shows the sources of data on the average volume of crops per hectare and the market price. The given annex is a constituent part of the insurance contract and both parties to the contract sign it

Article 9. Insurance premiums

(1) An insurance premium is the amount that the farming producer has to pay in advance to the insurer for the latter one to take over the risk, in line with the insurance contract. The insurance premium is established by mutual agreement between the insured party and the insurer, while abiding by the provisions of the given law.

(2) An insurance premium is set as a proportion of the insurance amount depending on the degree of risk for each of the farming goods outlined in art.5 par.(2).

(3) An insurance premium includes the Insurer’s management costs, which however could not exceed 10% of the premium’s value.

Article 10. Payment of insurance premiums

(1) The insurance premium is paid after the insurance policy is received, but no later than the deadline set in par(3).

(2) It is allowed to pay the insurance premium in two installments. The first installment has to be at least 50% of the insurance premium that the insured party is paying out. The second installment of the insurance premium has to be paid two months after the first one was paid, at latest.

(3) The payment of an insurance premium in full or of the first installment has to be done before the following deadlines:

a) For the collection of autumn crops and perennial plantations – before November 1st of the year preceding the collection of crops; and

b) For the collection of spring crops – before June 1st same year.

Article 11. Substantiation of damage and calculating it when insuring the crops

(1) Should the risk insured against occur, the insured party must submit, no later than 48 hours from the occurrence of the event, a written notification to the attention of the insurer with regards to the insurance compensation, setting out the following: the insurance contract’s identification dates, the object of insurance, the cause of damage, date of reporting it, the surface size damaged, and the estimated value of loss. A copy of the insured party’s notification is turned in with the mayor’s office on the same date. 

(2) Within 10 days since the receipt of the notification about the insured case, the insurer has to issue, with participation of district farming department representatives and the insured party, as well as with, when necessary, with participation of the Department for Exceptional Situations and the anti-hail service representatives, a damage substantiation act, outlining the following: assessment of the influence of insured and uninsured risks on the crops, means of calculating and the reviewed data on the damage value, the surface size damaged, the size of damage owing to the occurrence of risks insured against, additional costs incurred by the insured party, the calculation of the insurance compensation, eventual objections of both parties regarding the size of damage substantiated. The paper is to be issued in three copies and all participants will sign it. The insurer will keep one copy, the insured party will keep the second one, and the district farming department will have the third one.

(3) Should at the time the risk insured against has occurred and because of this the farming production was used for a purpose different from the one provided for when signing the insurance contract, the cost of the above-said production is estimated and this amount should be deducted from the damage compensation. The insured party must notify the insurer in advance about the use of farming production for a different purpose.

(4) For the farming cultures with partial damage a provisional substantiation of the occurrence of an insured case will be made. An ultimate substantiation of the damage will be made at the end of the production cycle, followed by the payment of the insured compensation. 

(5) The volume of crop loss is calculated by subtracting the crops collected from the crops insured on the surface damaged, except for the loss caused by the uninsured risks. The size of damage is calculated as the volume of crop loss times the price set out in the insurance contract, pursuant to art.8.

(6) The volume of crops collected is estimated based on the stocking or selling papers of the insured party. The volume of crops collected may be estimated by the insurer and insured while still on the fields before the collection started off. The estimation is done on a mandatory basis at the request of either party to the insurance contract. Should a third party get involved in this estimation, the party that asked the estimation to be performed is compensating them.

(7) In case of any re-planting or planting for replenishment, done by previously notifying the insurer, the costs for the above-said works are to be included in the assessment of damage. The insurer must pay the insurance compensation at the request of the insured party in the amount of up to 70% of the costs for re-planting or planting for replenishment, before the start-up of these works, but not more than the insurance amount.

(8) The payments made by the insurer for replanting or planting for replenishment works, as well as the amount of compensation previously paid in excess to the insured party on any of the insurance contracts signed between the two parties, are deducted from the amount of insurance compensation that the insured party is entitled to.

Article 12. 
Substantiation and calculation of damage when insuring the livestock, poultry, families of bees and fish belonging to farming and fishing producers

(1) Should there be loss of or damage to the insured livestock, poultry, families of bees and fish, the insured party must submit within 24 hours from the date the loss or damage has been noticed a written notification to the insurer and report the case of livestock loss or damage to the government veterinary service. The insured party will turn in a copy of the notification with the mayor’s office on the same date.

(2) The notification indicates the following: the volume of damage, the assumed causes and the estimated value of loss, and the date of occurrence of the risk insured against. Should there be any case of forced slaughtering of livestock, a representative of the government veterinary service must sign the notification.

(3) The insurer must within 15 days form the date of notification about the insured case to issue, with participation of the insured party and government veterinary service representatives, a paper substantiating the damage, outlining the following: means of calculating and the reviewed data on the damage value, the size of damage owing to the occurrence of risks insured against, additional costs incurred by the insured party, the calculation of the insurance compensation, eventual objections of both parties regarding the size of damage substantiated. The paper is to be issued in three copies and all participants will sign it. The insurer will keep one copy, the insured party will keep the second one, and the district farming department will have the third one.

(4) Should there be any instance of loss or forced slaughtering of livestock bred for meat, the amount of damage is calculated as the difference between the insured product volume and the quantity of meat admissible for selling. The size of damage is calculated as the volume of meat loss times the price set in the insurance contract.

(5) Should there be any instance of loss or forced slaughtering of livestock insured on an individual basis, no matter how many animals are there, the amount of damage is calculated as the difference between the insured amount and the value of production that may be used following the forced slaughtering of livestock. The value of production is determined based on the selling papers, but should there be none – based on the local market price.

Article 13. Ways to issue damage substantiation papers

(1) The government sets the ways of notifying about an insured case and the damage substantiation papers, which also include the indications on how to calculate the size of damage.

(2) The parties to the insurance contract may prolong, with mutual consent, the deadline for the issuance of the damage substantiation papers, but no longer than one month.

(3) When filling in the damage substantiation paper, both the insurer and the insured party are entitled to perform an additional expertise, to apply for any probing papers, in order to find out the causes and the size of damage. The party that asked that the expertise be performed covers the cost of expertise and it is not included into the insurance compensation.

Article 14. Payment of insurance compensation

(1) The insurer will submit in written to the insured party, within ten days from the date the damage substantiation paper was signed, a proposal on the size of the insurance compensation. Should that proposal be accepted, the payment is done within five days from the day it was accepted.

(2) Should the insurance compensation payment deadline be violated, the insurer will pay to the insured party a penalty for delay worth 0.1% of the size of compensation for each day of delay.

(3) Should a court decide on the size of insurance compensation, the insurer will pay the compensation based on the final court decision.

(4) The size of insurance compensation is set at the value of the size of damage and it cannot exceed the insurance amount.

Chapter III
REQUIREMENTS FOR INSURERS

Article 15. Work of insurers

(1) Insurers are legal entities holding licenses issued by the Licensure Chamber for carrying out insurance activities in the farming sector and who, based on the insurance premiums collected and the government subsidies received, are paying out compensations for the prejudice caused by the risks insured against, as set out in art.22.

(2) In order for the insurers to carry out their insurance actions against the production risks in the farming sector, they were supposed to match the following criteria:

a) To have a social capital of not less than MDL 4 million;

b) To have cash and cash equivalents to match at least the social capital;

c) To have a regional network made up of at least two registered branches or representations; and

d) In each branch or representation, to have staff specialized in signing insurance contracts in the farming sector, and substantiation and recovery of damage.

(3) The insurance of production risks in the farming sector is done by the insurance organizations that are accredited by application to a contest organized in line with the rules approved by the government.

(4) The insurers practicing an insurance against the production risks in the farming sector set up a catastrophic insurance fund, disbursing not less than 40% of the insurance premium from each insurance contract until that fund reaches a threshold of 15% of the total liability assumed (insured amounts).

(5) The insurers practicing an insurance against the production risks in the farming sector have to set up a mandatory reserve fund worth one-third of the social capital value, annually disbursing up to 10% of the benefit until that fund is created.

(6) In order to ensure the solvency of insurance organizations, the liability limits for an insurance contract (insurance amount) are established at no more than 15% of the insurer’s total value of insurance reserves and social capital. 

Article 16. Bookkeeping

(1) Insurers have separate accounting reports for the insurance of production risks in the farming sector and make available the financial and statistical reports to the statistic and financial bodies as provided for by the Government Inspectorate for Insurance Supervision and Nongovernmental Pension Funds.

(2) Insurers must submit, as provided for by the Government Inspectorate for Insurance Supervision and Nongovernmental Pension Funds, the information about each insurance contract signed, extended or canceled, as well as about each instance of insurance compensation payment.

Chapter IV
INSURANCE CONTRACT

Article 17. Ways of signing an insurance contract

(1) An optional insurance contract is signed for a period of one farming cycle, for a year or several years. Should that be the case of an insurance contract for several years, the insurer, with the insured party’s consent, may revise at the beginning of each year the terms of insurance and the size of insurance premiums.

(2) In the case of an insurance contract signed for several years, the insurance premium is paid on an annual basis on the date set out in the contract. According to the contract signed for several years, the insurer will issue each year an insurance policy to the insured party, outlining the object insured, insurance amount, and the insurance premium.

(3) The insurer is entitled at the time the insurance contract is signed to examine the object of insurance in order to estimate the value of the goods subject to insurance, and the degree of risk. The insurer has the right to check on the observance by the insured party of the agrotechnical norms and other requirements set out in the contract or by empowered bodies.

(4) The insurer must keep record of the contracts signed and insurance policies issued. The way of keeping records is established through the insurer’s internal regulation.

(5) The insurer is handing out an insurance policy to the insured party thus corroborating the signing of an insurance contract. The insured party confirms the receipt of an insurance contract by signing up the insurer’s registry.

(6) The terms of insurance set out in the insurer’s internal regulation are mandatory for the insured party if the former ones are annexed to the insurance contract and the insured party is confirming the acceptance of insurance terms by signing it. At the time the contract is signed, the insurer and the insured party may, subject to mutual consent, change the insurer’s standardized insurance terms.

Article 18. Mandatory clauses of the insurance contract
(1) Besides the provisions set out by the Civil Code of the Republic of Moldova, the insurance contract for the production risks in the farming sector includes the following:
a) 
The cadastral number and the surface of farming land with insured cultures – for crops insurance;
b) 
Individual marking, species, race, and the sanitary and veterinary condition of the animal - for livestock insurance;

c) 
The estimated volume of in-king production and the price used to calculate the cost of production;
d)
Level of insurance coverage;
e)
Basic agro-technical measures that the insured party must comply with; and

f)
Ways to determine the insurance compensation.
(2) The insurance contract may also include, by mutual agreement of both parties, other clauses that abide by the law.

Article 19. Duration of insurance contract effectiveness
(1) The insurer liability, as set out in the insurance contract, starts off from the date the first insurance premium was paid, but no sooner than the date stipulated in the contract.
(2) The duration of insurance for the crops of farming cultures expires on the date the crops are finally collected and transported off the fields. The duration of effectiveness when insuring the livestock on an individual basis is one year from the date the first insurance premium was paid or the first installment of it. When breeding livestock for meat, the validity of insurance contract expires on the date the livestock was slaughtered. 
(3) Should an insured case occur during the insurance period, the insured party must inform the insurer about the collections of crops or about the slaughtering of livestock no later than ten days before the day planned for carrying those activities out.

(4) The insurance contract based on which an insurance compensation was paid out is effective before the expiration of the dates set out in the contract, in the amount of the balance between the insurance amount and the compensation paid.
Article 20. Termination of an insurance contract
(1) An insurance contract could be terminated by mutual agreement of both parties, as well as on the grounds provided for in the contract.
(2) An insurance contract could be cancelled by mutual agreement of both parties, or by a court ruling should one of the parties to the contract not meet the liability assumed. When calling off a contract, the insurer will reimburse the insured part the amount of the insurance premium paid for the time the contract was still effective, with an option to withhold up to 10% of this amount for management costs.
(3) The reimbursement of insurance premiums is done only if, according to the contract, there were no insurance compensation payments or no debts to the insurance compensation.
(4) Should an insurance contract be cancelled, the proportion of the insurance premium received as a quota subsidy during the contract effectiveness is reimbursed by the insurer to the state budget, no later than 10 days from the date of the insurance contract cancellation.
(5) In case of expropriation of insured goods, the insured party is entitled to claim the cancellation of the insurance contract and the reimbursement of the insurance premium for the time the contract is still effective, net of management costs deducted by the insurer.
(6) Should the insured party not claim the cancellation of the insurance contract in case of expropriation of insured goods, the rights and liability set out in the contract are delegated to the new holder. The insurer and the new owner are entitled to canceling the insurance contract but no later than one month from the date the insured goods have been expropriated.
Chapter V
PROVIDING SUBSIDIES TO INSURE AGAINST THE PRODUCTION RISKS IN THE FARMING SECTOR

Article 21. Ways to subsidize
(1) In order to comply with the provisions of the given law, a specific amount is allocated to the Ministry of Agriculture and Food Industry each year from the state budget, earmarked for subsidizing the insurance against the production risks in the farming sector.

(2) The Ministry of Agriculture and Food Industry is managing the amounts earmarked for the subsidizing of insurance against the production risks in the farming sector.

(3) The subsidizing of part of the insurance premium of farming producers, based on the insurance contracts for the production risks in the farming sector, is done in line with the provisions set out in the given law and in other normative acts.
(4) The subsidizing of insurance premiums is done for a period of five years from the time the given law became effective. Whenever the case, the Parliament may extend, by virtue of law, the period for subsidizing the insurance premiums.
(5) The costs of insuring against the production risks in the farming sector are deducted from the revenues, subject to taxation, of the farming producers, generated by their farming activities.

(6) Each year the Government determines the list of risks, as well as of cultures, for which insurance premium subsidies are available, as set out by the provisions outlined in art.22.

Article 22. Risks insured against for which there are insurance premium subsidies

(1) 
Subsidies could be granted for the insurance premiums for the insurance of farming crops and perennial cultures from any risk or group of risks, such as: destruction or reduction in the amount of crops owing to the impact of excessive droughts, hail precipitation, storms, temperatures below the biological threshold of plants’ resistance, flooding, and other natural events unusual for the given region, as well as owing to diseases and the invasion of pests.
(2) It is accepted to subsidy the insurance premiums against the risks outlined in par(1) for the following farming cultures: autumn wheat and oats, corn, sunflower, sweet beetroots, tobacco, vegetables, perennial plantation crops (vineyards and orchards), potatoes.
(3) It is accepted to subsidy the insurance premiums when insuring livestock, poultry, families of bees, and fish against the following risks: perishing owing to disease, storms, hail, flooding, freezing temperatures, trauma, as well as against forced slaughtering of livestock following the indications given by the government veterinary service.
Article 23. Ways to subsidize
(1) The following farming producers could benefit from the insurance premium subsidies:
a) 
Those who reported with the mayor’s office the farming cultures, as well as the livestock, poultry, families of bees, and fish that they own; and
b) 
Those who breed farming cultures, livestock, poultry, families of bees, and fish in line with approved technologies, who undertake prevention measures against disease and pests invasion, and keep records of the actions taken.
(2) The share of insurance premium subsidy accounts for 40% of their value for all producers.
(3) When signing a contract with insurance organizations, the farming producers pay only 60% of the value of the insurance premium set out in the contract for the farming cultures and livestock for which the insurance premiums are subsidized, and also present a certificate from the mayor’s office corroborating the registration of the insured goods.
(4) In order to get a subsidy, the insurance organizations turn in with the district farming departments a copy of the insurance policy, a copy of the insurance premium payment paper and the certificate from the mayor’s office confirming the existence of the insured goods. Next, the district farming departments check and generalize these papers and submit them to the Ministry of Agriculture and Food Industry.
(5) The disbursements of subsidy amounts for the insurance premiums are done by the Ministry of Agriculture and Food Industry following the approval of the papers that the insurance organizations turned in with district farming departments, but no later than two months since the date of turning in the papers outlined in par(4).
Article 24. Accountability and litigation settlement
(1) 
According to effective laws, the legal and physical entities that deliberately make false statements in order to get subsidies provided for by the given law are liable, depending on the circumstance, for violating the civil, procedural and tort law.
(2) 
The filling of farming damage substantiation papers with fake data is punishable under the law.
(3)
Litigations emerged when insuring against the production risks in the farming sector are settled by a competent court.

Chapter VI
FINAL AND TRANSITIONAL PROVISIONS
Article 25
(1) The given law becomes effective as of January 1st, 2005.

(2) Within three months from the date the given law became effective, the government:
a) Will submit to the Parliament proposals on bringing the legal framework in line with the given law;

b) Will adjust its normative acts in line with the given law;

c) Will develop and approve:

- the regulation for subsidizing the insurance against production risks in the farming sector, and a template-contract for subsidized insurance against production risks in the farming sector; and
- the regulation for the insurance company accreditation contest for subsidized insurance against production risks in the farming sector.

d) Will bring the departments’ normative acts in line with the given law.
(3) The insurance contracts for farming goods that were signed before the date the given law became effective are valid until they expire.
(4) The insured parties that as of the date the given law became effective have signed insurance contracts for farming goods that don’t comply with the requirements of the given law may benefit from government subsidies provided that they change the insurance contracts to make them comply with the provisions of the given law within six months from the date the given law became effective.
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