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Part 4
Insurance Contract
 
Chapter 23
General Part
 
Division 1
General Provisions
 
§ 422. Definition of insurance contract
(1)
Pursuant to an insurance contract, a person (insurer) undertakes, upon the occurrence of an insured event, to compensate for damage caused by the insured event or to pay the agreed amount of money as a lump sum or in instalments, or to perform the contract as otherwise agreed (insurer's performance obligation). The other person (policyholder) undertakes to pay insurance premiums to the insurer.
(2)
In the cases provided by law, the policyholder is required to enter into an insurance contract (obligatory insurance).
 
§ 423. Insured event and insured risk
(1)
An insured event is an incident previously agreed upon, upon the occurrence of which the insurer shall fulfil the performance obligation arising from the contract.
(2)
Insured risk is the hazard against which insurance is provided.
 
§ 424. Insured person and object of insurance
(1)
An insured person is the policyholder or a third party, whether identified by name or not, whose insured risk is insured. It is presumed that the insured risk against which insurance is provided relates to the policyholder.
(2)
An object of insurance is an object the insured risk of which is insured.
 
§ 425. Beneficiary
(1)
A beneficiary is a person who, upon the occurrence of an insured event, is entitled to the insurance indemnity, agreed amount of money or performance by the insurer of any other obligation provided in the contract.
(2)
After a policyholder dies, the successors of the policyholder shall not replace the beneficiary.
 
§ 426. Sum insured
(1)
In indemnity insurance, the insurer shall compensate for damage caused upon the occurrence of the insured event only to the extent of the agreed amount of money which is the maximum amount payable by the insurer (sum insured). This shall not affect the provisions of § 477 of this Act.
(2)
The sum insured may be expressed in a manner other than in the form of the maximum amount payable.
 
§ 427. Limitations on freedom of contract
(1)
Any agreement which derogates from the provisions of §§ 428, 432, 433 and 435, subsections 436 (2) and 438 (3), § 439, subsections 441 (2) and (3), § 442, subsection 445 (3), §§ 449 and 450, subsections 452 (2) and 454 (2), §§ 457-459, 461, 462, 468-472, 474, 475, 487 and 491, subsection 492 (3), and §§ 515, 519-531, 535-537, 542-547 and 557-567 of this Act to the detriment of the policyholder is void.
(19.11.2003 entered into force 27.12.2003 - RT I 2003, 78, 523; 15.06.2005 entered into force 01.01.2006 - RT I 2005, 39, 308)
(2)
The provisions of subsection (1) of this section shall not apply to:
1)
reinsurance contracts;
2)
railway rolling stock, aircraft and ship insurance contracts;
3)
insurance contracts with respect to the carriage of goods;
4)
aircraft and ship liability insurance contracts;
(08.12.2004 entered into force 01.01.2005 - RT I 2004, 90, 616)
5)
credit and suretyship insurance contracts if insured risks arising from business or professional activities are being insured.
(3)
The provisions of subsection (1) of this section also do not apply to land vehicle, fire and natural forces or financial loss insurance contracts or to general liability insurance contracts, if the policyholder satisfies at least two of the following conditions:
1)
the balance sheet total exceeds an amount which is equivalent to 6 200 000 euro;
2)
the net turnover of the financial year exceeds an amount which is equivalent to 12 800 000 euro;
3) 
the average number of employees during the financial year is not less than 250. 
(08.12.2004 entered into force 01.01.2005 - RT I 2004, 90, 616)
(4)
In the case of companies belonging to the same consolidation group within the meaning of the Accounting Act, the figures provided in subsection (3) of this section shall be calculated on the basis of the company data in the consolidated reports. 
(08.12.2004 entered into force 01.01.2005 - RT I 2004, 90, 616)
 
Division 2
Entry into Contract
 
§ 428. Information to be disclosed to persons wishing to enter into insurance contracts
(1)
An insurer shall ensure that a natural person who wishes to enter into an insurance contract is provided, prior to entering into the contract, with at least the following information:
1)
the name and legal form of the insurer;
2)
the address of the insurer, and the address of the office through which the contract is entered into if this is not done at the seat of the insurer;
3)
standard terms applicable to the insurance contract, including the insurance premium rate and information concerning the provisions of law applicable to the contract;
4)
obligations of the insurer if different form those prescribed in the policy conditions and in the insurance premium rate;
5)
the period of validity of the insurance contract and conditions for termination thereof;
6)
the size of the insurance premiums and the procedure for payment thereof, stating separately the size of the different insurance premiums if the insurance relationship is to comprise several independent insurance contracts;
7)
additional payments to be made or expenses to be covered by the policyholder besides the insurance premiums, and the total amount payable together with the insurance premiums;
8)
the term during which the person wishing to enter into the insurance contract is bound by the application to enter into the contract;
9)
the address of the competent insurance supervisory body where the policyholder may lodge a complaint concerning the activities of the insurer.
(2)
Prior to entry into a life insurance contract or an accident insurance contract with the return of premiums, the insurer shall ensure that the policyholder who is a natural person is provided with the following information in addition to the information set out in subsection (1) of this section:
1)
the principles and methods of calculating the life provision;
2)
the surrender value of the insurance;
3)
the minimum sum of insurance premiums to convert premium-free insurance and the obligations of the insurer arising from premium-free insurance;
4)
in the case of unit-linked insurance, information concerning the underlying assets of the insurance;
5)
general information concerning the principles of taxation applicable to the corresponding class of insurance.
 
§ 429. Provision of information during period of validity of contract
During the period of validity of an insurance contract, the insurer shall ensure that information concerning changes to the information specified in § 428 of this Act is forwarded to the policyholder who is a natural person. In the case of life insurance and accident insurance with the return of premiums, the size of the life provision shall be disclosed once a year.
 
§ 430. Manner of notification
Information specified in §§ 428 and 429 of this Act shall be forwarded to the policyholder in a format which can be reproduced in writing and shall be unambiguously worded, clearly organised and prepared in Estonian or, if so agreed, in another language.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
 
§ 431. Application for entry into insurance contract
(1)
Application forms for entering into an insurance contract may contain only so many proposals for varying insurance contracts as not to compromise their clarity, readability or intelligibility.
(2)
An insurer shall indicate the standard terms applicable to an insurance contract on the application form issued by the insurer or make the standard terms available to the applicant prior to submission of the form or at the same time thereas.
 
§ 432. Consequences of violation of notification obligation
(1)
If an insurer fails to perform the obligations provided for in § 428 of this Act, including making the standard terms applicable to an insurance contract available to the policyholder, the contract is deemed not to have been entered into if the policyholder objects to the contract in a format which can be reproduced in writing within fourteen days after the information and standard terms are made available to the policyholder.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336; 19.11.2003 entered into force 27.12.2003 - RT I 2003, 78, 523)
(2)
The term set out in subsection (1) of this section shall commence only if, in addition to the provisions of subsection (1) of this section, the policyholder has been informed in a format which can be reproduced in writing and in typographically clear form of the right to contest and about the beginning and length of the term. The insurer shall prove that the documents were received. Sending the objection within the term shall suffice to make it timely.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(3)
Regardless of the provisions of subsection (2) of this section, the policyholder’s right to contest expires after one year after payment of the first insurance premium.
(4)
The policyholder shall not have the right specified in subsection (1) of this section if the insurer provides the policyholder with immediate insurance cover and the parties agree to waive the delivery of policy conditions and of the information specified in § 428 of this Act. At the request of the policyholder, the information and policy conditions shall still be delivered thereto together with the policy at the latest.
 
§ 433. Withdrawal of policyholder from contract
(1)
If an insurance contract, including a life insurance contract, is entered into for a term of more than one year, the policyholder may withdraw from the contract within fourteen days after entry into the contract. Sending the application for withdrawal within the term shall suffice to make it timely. The provisions of § 56 of this Act apply to distance contracts for life insurance or pension insurance.
(20.10.2004 entered into force 10.11.2004 - RT I 2004, 75, 522)
(2)
The term specified in subsection (1) of this section shall not commence until the insurer has informed the policyholder of the right to withdraw and the policyholder has confirmed this by a signature. If the policyholder is not informed of the right to withdraw, the right to withdraw shall expire one month after payment of the first insurance premium.
(3)
The policyholder shall not have the right to withdraw if the insurer provides the policyholder with immediate insurance cover or if the insurance contract is entered into for the policyholder's ongoing business or professional activities.
(4)
The provisions of subsection (3) of this section shall not apply to life insurance contracts.
 
§ 434. Policy
(1)
An insurer shall issue the policyholder with a document signed by the insurer concerning entry into the insurance contract (policy).
(2)
At least the information provided for in § 428 of this Act shall be set out in a policy along with:
1)
the name and address of the policyholder and the insured person, unless the policy is a bearer policy;
2)
the class of insurance, a definition of the object of the insurance contract, a list of insured risks and the term for notification of an insured event;
3)
the sum insured or the bases for calculation thereof;
4)
the effective date of the contract and the duration of any possible extension of the contract, and the duration of insurance cover;
5)
in the case of obligatory insurance, the legislation which renders entry into the insurance contract obligatory.
 
§ 435. Replacement of policy and copies of applications
(1)
If a policy is lost or destroyed, the policyholder may request the insurer to issue a replacement policy.
(2)
The policyholder may request copies of any declarations of intent made in a format which can be reproduced in writing thereby with respect to the contract. The insurer shall inform the policyholder of this right when the policy is issued.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(3)
If the policyholder needs a copy in order to perform a legal act with respect to the insurer which has to be performed within a certain period of time and the insurer fails to issue the copy to the policyholder in advance, the running of the term shall be suspended from the submission of a request for a copy to be issued until the receipt of the copy.
 
§ 436. Disparity between policy and application of policyholder
(1)
If the contents of a policy deviate from the application of the policyholder, the deviation shall be deemed to have been approved by the policyholder if the policyholder does not object thereto in a format which can be reproduced in writing within fourteen days after receiving the policy.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(2)
A deviation shall be deemed to have been approved only if the insurer has brought the provisions of subsection (1) of this section to the attention of the policyholder with a separate notice in a format which can be reproduced in writing at the time the policy is issued. The notice may be replaced by a notation on the policy which is highlighted and separate from the contents of the policy. Each deviation shall be indicated separately.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(3)
If the provisions of subsection (2) of this section are not complied with, any deviation shall not be binding on the policyholder and the terms and conditions included in the policyholder’s application shall be deemed to be the terms and conditions of the contract.
 
§ 437. Commencement of insurance cover
If the term of the obligations of an insurer (insurance cover) is determined in days or a longer period of time, it is presumed that the insurance cover commences at 00.00 on the day following entry into the contract and expires at 24.00on the last day of the term.
 
§ 438. Retroactive insurance cover
(1)
A contract may prescribe that insurance cover commences retroactively prior to entry into the contract.
(2)
The insurer shall not require payment of an insurance premium for retroactive insurance cover if the insurer knew or should have known at the time of entry into the contract that the insured event had not occurred.
(3)
The insurer does not have a performance obligation when providing retroactive insurance cover if the policyholder knew or should have known at the time of entry into the contract of the occurrence of the insured event. In this case, the insurer may demand that the insurance premiums be paid until the end of the period of insurance in which the insurer became aware of the insured event having occurred, unless the insurer already knew or should already have known of the occurrence of the insured event at the time of entry into the contract.
 
§ 439. Immediate insurance cover
(1)
A policyholder may, prior to entering into a contract and using the application to enter into the insurance contract, apply for the insurer to provide the insurance cover prescribed in the contract during the term for which the policyholder is bound by the application (immediate insurance cover).
(2)
If an application for immediate insurance cover is submitted, the insurer shall inform the policyholder of whether immediate insurance cover will be provided for or not.
 
§ 440. Obligation of policyholder to notify of material circumstances
(1)
Upon entering into a contract, the policyholder shall inform the insurer of all circumstances known to the policyholder which, due to their nature, may influence the insurer’s decision to enter into the contract or to enter into the contract on the agreed terms (material circumstances). Material circumstances are presumed to be circumstances concerning which the insurer has directly requested information in a format which can be reproduced in writing.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(2)
The policyholder is under no obligation to inform the insurer of circumstances which are already known to the insurer or which the policyholder may reasonably assume to be known to the insurer.
 
§ 441. Withdrawal of insurer from contract upon violation of notification obligation
(1)
If, in violation of the provisions of § 440 of this Act, a policyholder fails to provide information concerning material circumstances, intentionally prevents material circumstances becoming known or provides incorrect information concerning material circumstances, the insurer may withdraw from the contract.
(2)
The insurer shall not withdraw from a contract in the case specified in subsection (1) of this section if:
1)
the insurer knew that the information was incorrect or knew of circumstances concerning which information was not provided;
2)
failure to provide information or the provision of incorrect information was not the fault of the policyholder;
3)
circumstances concerning which information was not provided or concerning which incorrect information was provided ceased to exist before the insured event occurred;
4)
the insurer has waived the right to withdraw.
(3)
If the policyholder has to inform the insurer of material circumstances on the basis of questions submitted by the insurer in a format which can be reproduced in writing, the insurer may withdraw from the contract on the direct grounds of failure to provide information regarding circumstances not included in the questions only if the circumstances are concealed intentionally.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(4)
If the insurer cannot withdraw from an insurance contract on the basis of the provisions of subsection (2) of this section, the insurer may demand higher insurance premiums from the policyholder pursuant to the provisions of § 460 of this Act.
(5)
The provisions of subsections (1)-(4) of this section do not preclude the insurer’s right to annul the contract on the grounds of misrepresentation.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
 
§ 442. Term for insurer to withdraw from contract
(1)
An insurer may withdraw from a contract on the basis specified in § 441 of this Act only within one month as of the time when the insurer becomes aware or should have become aware of the violation of the notification obligation specified in § 440 of this Act. An insurer may not withdraw from a contract if three years have passed since entry into the contract.
(2)
If an insurer withdraws from a contract on the basis specified in § 441 of this Act after the insured event has occurred, the insurer shall perform the obligations arising from the contract if the circumstances concerning which information was not provided had no bearing on the occurrence of the insured event and do not preclude or restrict the validity of the insurer’s performance obligation. When assessing the existence of the insurer’s performance obligation, the proportion of the insurance premiums paid to the insurance premiums which should have been paid if information concerning the circumstances had been provided shall be taken into account.
 
Division 3
Increase in Probability of Insured Risk
 
§ 443. Notification of increase in probability of insured risk
A policyholder shall immediately notify the insurer of an increase in the probability of the insured risk, unless the increase in the probability of the insured risk is caused by circumstances which are common knowledge and which do not affect the insured risk of this policyholder alone.
 
§ 444. Prohibition on increasing probability of insured risk
After entering into a contract, a policyholder shall not increase the probability of the insured risk without the consent of the insurer or allow the risk to be increased by persons for whom the policyholder is responsible.
 
§ 445. Release of insurer from obligation to perform insurance contract upon increase in probability of insured risk
(1)
If a policyholder violates the requirement provided for in § 443 of this Act, the insurer shall be released from the obligation to perform the insurance contract if the insured event occurs at least one month after the time when the insurer should have received the notice unless, at the time when the insurer should have received the notice, the insurer was or should have been aware of the increase in the probability of the insured risk.
(2)
If a policyholder violates the requirement provided for in § 444 of this Act, the insurer shall be released from the obligation to perform the insurance contract to the extent of the increase in the probability of the insured risk due to the circumstances caused by the policyholder, if the insured event occurs after an increase in the insured risk.
(3)
The provisions of subsections (1) and (2) of this section shall not apply if:
1)
by the time the insured event occurs, the term for the insurer to cancel the contract due to an increase in the probability of the insured risk or to request amendment thereof has expired without the insurer cancelling the contract or requesting amendment thereof;
2)
the increase in the probability of the insured risk had no bearing on the occurrence of the insured event;
3)
a higher insured risk would not have affected the validity or scope of the insurer’s performance obligation;
4)
the increase in the probability of the insured risk was the fault of the insurer.
(4)
If, pursuant to the provisions of subsection (1) or (2) of this section, an insurer is released from the performance obligation only with respect to certain insured objects or persons, the insurer shall be released from the entire performance obligation if, under the circumstances, it can be presumed that the insurer would not have entered into the contract on the same terms solely for such objects or persons.
 
§ 446. Amendment and cancellation of contract in event of increase in probability of insured risk
(1)
If a policyholder violates the obligation provided for in § 444 of this Act, the insurer may cancel the insurance contract without prior notice. If the violation was not the fault of the policyholder, the insurer may cancel the contract by giving one month’s advance notice.
(2)
If the probability of the insured risk increased due to a change effected by the policyholder without the consent of the insurer and the policyholder failed to give notice of the increase in the probability of the insured risk in time, the insurer may cancel the insurance contract without prior notice. If the policyholder was not responsible for the violation of the prohibition on increasing the probability of the insured risk, the insurer may cancel the contract by giving one month’s advance notice.
(3)
If the insured risk increases after entry into the contract and independently of the policyholder, the insurer may demand amendment of the contract retroactively, as of the increase in the insured risk. If the policyholder does not agree to the amendment of the contract or if the insurer would not have entered into the contract under the circumstances of the increased insured risk, the insurer may cancel the contract by giving one month’s advance notice.
(4)
The insurer’s right to demand amendment of a contract or to cancel the contract in the cases specified in subsections (1)-(3) of this section expires if the insurer does not exercise the right within one month as of becoming aware of the increase in the insured risk. The insurer also has the right to cancel the contract in the cases specified in subsections (1)-(3) of this section even if the situation prior to the increase in the insured risk is restored.
(5)
The provisions of subsections (1)-(4) of this section shall not apply if the insured risk increased due to circumstances related to the insurer.
 
§ 447. Application of provisions
(1)
The provisions of this Division shall also apply to an increase in the insured risk which took place during the period of time between the submission of an application to enter into a contract by the policyholder and entry into the contract if the insurer was not aware of the increase in the insured risk at the time of entering into the contract.
(2)
The provisions of this Division shall not apply if an increase in the insured risk is insignificant or if the parties to the contract agree that the increase in the insured risk does not affect the insurance contract.
(3)
The provisions of this Division shall not affect any agreement by which the policyholder undertakes to reduce the insured risk or prevent the insured risk from increasing.
 
Division 4
Occurrence of Insured Event
 
§ 448. Notification of insured event
(1)
A policyholder shall immediately notify the insurer of the occurrence of an insured event.
(2)
An insurer may, after the occurrence of an insured event, request information from the policyholder which is necessary to determine the obligation to perform the contract. The insurer may request the submission of evidence insofar as the policyholder can reasonably be expected to submit such evidence.
 
§ 449. Consequences of failure to give notice of insured event
(1)
If an insurer suffers damage as the result of a violation of the obligation provided for in § 448 of this Act, the insurer may reduce its performance obligation to the extent of such damage.
(2)
If the policyholder intentionally violates the obligation provided for in § 448 of this Act, the insurer shall be released from its performance obligation.
 
§ 450. Insurer’s performance obligation upon occurrence of insured event
(1)
An insurer’s obligation to perform a contract falls due after the occurrence of an insured event and the completion of the process of determining the extent of the insurer’s performance.
(2)
Irrespective of the provisions of subsection (1) of this section, the insurer’s obligation to perform a contract falls due if, two months after notifying the insurer of the insured event, the policyholder requests an explanation from the insurer as to why the process of determining the extent of performance has not yet been completed and the insurer fails to respond to the enquiry within one month.
(3)
If the process of determining the extent of the insurer’s performance is not completed within one month after notification being given of an insured event, the policyholder may, if the occurrence of the insured event is established, request that money be paid at the expense of the insurer’s performance obligation in the minimum amount which the insurer should pay under the circumstances. The running of the term shall be suspended for the period during which completion of the process is hindered by circumstances arising from the policyholder.
 
§ 451. Requirement to pay policyholder penalty for late payment
Any agreement by which the insurer is not required to pay a fine for a delay in the performance of its obligation is void.
 
§ 452. Release of insurer from performance obligation upon violation of obligations by policyholder
(1)
An insurer shall be released from the performance obligation if the policyholder, the insured person or the beneficiary intentionally caused the occurrence of the insured event. Any agreement which derogates therefrom is void.
(2)
The insurer shall not rely on an agreement whereby the insurer is released from the performance obligation upon the occurrence of the insured event due to the policyholder violating an obligation if:
1)
the policyholder has violated an obligation, other than the obligation to pay the insurance premium, which is to be performed with respect to the insurer prior to the occurrence of the insured event and the violation is caused by reason other than the fault of the policyholder or if the violation did not affect the occurrence of damage or the extent thereof;
2)
the policyholder violates an obligation with respect to the insurer to reduce the insured risk or prevent an increase of the insured risk and the violation had no bearing on the occurrence of the insured event or the insurer’s performance obligation;
3)
the obligation was to be fulfilled with respect to the insurer after the occurrence of the insured event and the policyholder did not violate the obligation intentionally;
4)
the obligation was to be performed with respect to the insurer after the occurrence of the insured event and the policyholder violated the obligation due to gross negligence, but the violation had no bearing on establishing the occurrence of the insured event or the insurer’s performance obligation.
 
Division 5
Insurance Premium
 
§ 453. Period of insurance
A period of insurance is the period of time based on which insurance premiums are calculated. It is presumed that a period of insurance lasts for one year.
 
§ 454. Payment of insurance premium
(1)
A policyholder shall pay the insurance premium or, in the event of an agreement to pay periodic insurance premiums, the first insurance premium immediately after entry into the contract.
(2)
If the policyholder is to be issued with a policy, the policyholder may refuse to pay the insurance premium until the policy has been issued to the policyholder.
(3)
It is presumed that the beginning of each new period of insurance is the due date for payment of the insurance premium for the subsequent period of insurance.
 
§ 455. Payment of insurance premium by third party
(1)
An insurance premium which has become collectable or another amount payable pursuant to an insurance contract may, rather than by the policyholder, be paid by the insured person or the beneficiary or a pledgee in whose favour the claim of the policyholder against the insurer arising from the insurance contract is pledged. The insurer shall not refuse to accept payment from the above-mentioned person even if the insurer could refuse to accept the payment pursuant to the provisions of the General Part of this Act.
(2)
If an insurance premium is paid by the insured person or the beneficiary or a pledgee, the insurer’s claim for payment of the insurance premium against the policyholder transfers to the person who made the payment to the extent that the claim is satisfied. If a payment pursuant to an insurance contract is made by a pledgee, the pledgee’s claim against the policyholder shall be secured by a pledge on the policyholder’s claim against the insurer.
 
§ 456. Right to set-off insurance premium
An insurer may set off an insurance premium which has become collectable or another claim which belongs to the insurer pursuant to a contract against the insurer’s performance obligation even if the insurer owes performance of an obligation arising from the contract to a third party other than the policyholder. The insurer does not have such right with respect to the injured party in obligatory liability insurance.
 
§ 457. Delay in payment of first insurance premium
(1)
If a policyholder fails to pay a single premium or the first premium within fourteen days after entry into the insurance contract, the insurer has the right, as long as the premium has not been paid, to withdraw from the contract. The insurer is presumed to have withdrawn from the contract if the insurer does not file an action to collect the insurance premium within three months after the premium becomes collectable.
(2)
If the insurance premium or first insurance premium which has become collectable has not been paid by the time the insured event occurs, the insurer shall be released from its performance obligation.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(3)
The insurer shall not rely on the provisions of subsections (1) and (2) of this section if the insurer did not inform the policyholder of these consequences prior to entry into the contract.
 
§ 458. Delay in payment of subsequent insurance premiums
(1)
If the policyholder fails to pay the second or a subsequent premium in time, the insurer may, in a format which can be reproduced in writing, set a term of at least two weeks or, if a structure is insured, one month for the policyholder to pay. In the notice, the legal consequences resulting from the expiry of the term shall be indicated.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(2)
If the insurer has set an additional term for the payment of an insurance premium and the insured event occurs after the expiry of the term and if at the time of occurrence of the insured event the policyholder is in default with payment of the insurance premium, the insurer shall be released from its performance obligation, unless failure to pay the insurance premium was due to circumstances beyond the control of the policyholder.
(3)
If the insurer has set a term for payment specified in subsection (1) of this section and the policyholder fails to pay the insurance premium within the specified term, the insurer may cancel the insurance contract without prior notice. The insurer may state in the notice specified in subsection (1) of this section that it will consider the contract as having been cancelled upon expiry of the term if the policyholder fails to pay the premiums within the term.
(4)
If the policyholder pays the insurance premium within one month as of the cancellation of the contract or the expiry of the term for payment and the insured event does not occur before payment, the contract shall not be deemed to have been cancelled in the case specified in subsection (3) of this section.
 
§ 459. Payment of insurance premium upon termination of contract
If an insurance contract is terminated prematurely during a period of insurance by cancellation or withdrawal or for any other reason, the insurer is entitled to the insurance premium only for the period of time up to the termination of the contract.
 
§ 460. Insurer’s right to demand increase of insurance premium
(1)
If, upon entry into a contract, the policyholder has violated the obligation to notify provided for in § 440 of this Act, the insurer may demand payment of a reasonably higher insurance premium by the policyholder as of the beginning of the current period of insurance and if the insurer does not have the right to withdraw from the contract since the violation of the obligation to notify was not due to the fault of the policyholder and the higher premium is reasonable given the increased probability of the insured risk.
(2)
The insurer shall not demand an increase of the insurance premium under the circumstances specified in subsection (1) of this section later than within one month as of becoming aware of the facts of which the policyholder did not inform the insurer.
 
§ 461. Policyholder’s right to cancel contract upon increase of insurance premium
If the insurer increases the insurance premium pursuant to the terms of the insurance contract without changing the insurance cover, the policyholder may, within one month after receipt of the insurer's notice, cancel the insurance contract as of the effective date of the increase.
 
§ 462. Policyholder’s right to demand reduction of insurance premium
(1)
A policyholder may demand the reduction of the insurance premium for subsequent periods of insurance if a larger insurance premium was agreed upon due to circumstances increasing the insured risk and such circumstances cease to exist or become insignificant within the period of time between the submission of an application to enter into a contract and entry into the contract or thereafter or if the insured risk has continuously decreased during such period of time.
(2)
The provisions of subsection (1) of this section shall also apply if a higher insurance premium was agreed upon because the policyholder provided erroneous information concerning circumstances increasing the insured risk.
 
Division 6
Insurance of Insured Risk of Third Party
 
§ 463. Rights of third party and policyholder with respect to insurer
(1)
If insured risk relating to a third party is insured, the third party has the right to demand performance and all the rights related thereto from the insurer. The third party shall not dispose of such rights without the consent of the policyholder.
(2)
The policyholder may dispose of the rights arising from the insurance contract for a third party in the policyholder’s own name, including collecting the claim of the insured person against the insurer, waiving the claim or entering into transactions involving the claim.
(3)
The insurer shall perform its obligation to the policyholder only if the policyholder proves that the third party had granted its consent for the insurance contract to be entered into.
 
§ 464. Preferential right of policyholder to have claims satisfied
A policyholder has a preferential right to satisfy the policyholder’s claim against a third party and related to the insured object at the expense of a claim against the insurer to perform the insurance contract before the third party and obligees of the third party.
 
§ 465. Knowledge and conduct of insured person serving as that of policyholder
(1)
If the knowledge and conduct of a policyholder have legal effect according to this Act, the knowledge and conduct of a third party shall be deemed equal to the knowledge and conduct of the policyholder upon insurance of an insured risk relating to the third party.
(2)
Knowledge of the third party regarding a fact shall not be deemed equal to the knowledge of the policyholder if the contract was entered into without the knowledge or against the will of the third party.
 
Division 7
Termination of Insurance Contract and Expiry of Claims
 
§ 466. Withdrawal from insurance contract
Withdrawal from an insurance contract is permitted only in the cases provided by law.
 
§ 467. Invalidity of agreement to extend insurance contract
Any agreement under which an insurance contract which is not cancelled prior to expiry thereof is deemed to be extended for longer than one year is void.
 
§ 468. Ordinary cancellation of insurance contract entered into for indefinite period
(1)
If an insurance contract has been entered into for an indefinite period of time, it may be cancelled by either party at the end of the current insurance period.
(2)
The term for giving notice of cancellation shall be the same for both parties and may not be less than one month or longer than three months.
(3)
Both parties may, by mutual agreement, waive their rights to cancel the contract for up to two years.
 
§ 469. Cancellation of long-term insurance contract
A policyholder may cancel an insurance contract entered into for a period of more than five years at the end of the fifth year or any subsequent year by giving at least three months’ notice thereof, unless otherwise provided by law.
 
§ 470. Cancellation of contract due to violation of obligations of policyholder
(1)
If a policyholder materially violates an obligation prescribed by the contract due to circumstances arising from the policyholder, the insurer may cancel the contract without prior notice within one month as of becoming aware of the violation, unless otherwise provided by law.
(2)
If the insurer does not cancel the contract within the term specified in subsection (1) of this section, the insurer shall not rely on the agreement of being released from the performance obligation later in the event the policyholder violates an obligation.
 
§ 471. Cancellation of contract upon withdrawal of activity licence of insurer
A policyholder may cancel an insurance contract if the activity licence of the insurer is withdrawn or suspended, unless otherwise provided by law.
 
§ 472. Expiry of contract due to bankruptcy of insurer
An insurance contract expires upon the declaration of the insurer as bankrupt, unless otherwise provided by law.
 
§ 473. Cancellation of contract due to insolvency of policyholder
If a policyholder is declared bankrupt or compulsory administration is ordered for an insured immovable, the insurer may cancel the insurance contract by giving at least one month's notice.
 
§ 474. Partial termination of contract
(1)
If an insurer has the right to withdraw from a contract or cancel the contract only with respect to certain insured objects or persons, the insurer may do so with respect to the remaining objects or persons only if, under the circumstances, it can be presumed that the insurer would not have entered into the contract on the same terms solely for such objects or persons.
(2)
If an insurer withdraws from a contract or cancels the contract with respect to certain objects or persons only, the policyholder has the right to cancel the entire contract by the end of the period of insurance during which the insurer’s withdrawal or cancellation is effected at the latest.
 
§ 475. Expiry of claims arising from insurance contract
(1)
The limitation period for claims arising from an insurance contract is three years. The limitation period commences from the end of the calendar year during which the claim falls due.
(2)
If an insurer has been informed of a claim arising from an insurance contract, the running of the limitation period shall be suspended until the policyholder receives the decision made by the insurer concerning the claim. In this case, the claim expires ten years after the end of the calendar year during which the claim fell due.
(3)
If a policyholder submits an application to an insurer for the performance of an obligation of the insurer arising from the insurance contract and the insurer notifies the policyholder in writing of the denial of the application, the insurer shall be released from the performance obligation if the policyholder does not file an action for compulsory performance of the obligation within one year as of the receipt of the response denying the application. The insurer shall not be released from the performance obligation if the insurer does not inform the policyholder of the legal consequences of the expiry of the one year term in its response.
 
Chapter 24
Non-Life Insurance
 
Division 1
General Provisions
 
Subdivision 1
Contents of Contract
 
§ 476. Insurer’s obligation to compensate
(1)
In the case of non-life insurance and upon the occurrence of an insured event, the insurer shall, pursuant to the contract, compensate the insured person for any damage sustained by the insured person due to the insured event. If a thing is insured, the insurer shall, among other things, compensate for damage sustained as a result of eliminating the consequences of the insured event and for damage sustained if insured things are lost in the course of the insured event.
(2)
If a body of things is insured, the insurance shall cover all the things which constitute the body of things upon the occurrence of the insured event.
(3)
The insurer shall compensate for damage in money, unless the contract prescribes compensation for damage in another manner.
(4)
Non-life insurance shall cover loss of income due to the occurrence of the insured event only if so agreed separately.
 
§ 477. Restriction of liability of insurer
The performance obligation of the insurer to a policyholder is limited to the actual extent of the damage even if the sum insured exceeds the insurable value at the time the insured event occurs.
 
§ 478. Lack of insurable interest
(1)
Insurable interest is the interest of the policyholder in being insured against a certain insured risk.
(2)
If there is no insurable interest upon the commencement of insurance cover or no insurable interest arises upon the insurance of future insured risk, the policyholder shall be released from the obligation to pay insurance premiums. In this case, the insurer may demand compensation for reasonable administrative expenses from the policyholder.
(3)
If insurable interest ceases to exist after the commencement of insurance cover, the insurer shall be entitled to the insurance premiums which the insurer could have claimed had insurance been taken out only until the time when the insurer became aware of the cessation of insurable interest.
(4)
If insurable interest ceases to exist due to the occurrence of the insured event, the insurer shall be entitled to the insurance premium for the current period of insurance.
 
Subdivision 2
Insurable Value
 
§ 479. Insurable value
(1)
Insurable value is the value of insurable interest at the time an insured event occurs.
(2)
The insurable value of a fungible movable is the sum of money needed to obtain a similar thing, taking reasonably into account the decrease in the value of the thing caused by depreciation.
(3)
The insurable value of a structure is its ordinary local construction value from which a reasonable amount reflecting the condition, and in particular the age and depreciation, of the structure has been deducted.
 
§ 480. Agreed value
(1)
Insurable value may be determined in advance as a fixed amount (agreed value).
(2)
Agreed value shall not be determined upon the insurance of loss of income due to the occurrence of the insured event.
(3)
Agreed value shall not be deemed to be insurable value if, at the time of the occurrence of the insured event, it differs significantly from the actual insured value. In this case, the actual insured value applies.
(4)
If a structure is insured, the parties may agree to using the cost of restoring the insured structure as the insurable value of the structure.
 
§ 481. Over-insurance
If it becomes evident that the sum insured exceeds the insurable value to a significant extent (over-insurance), both the insurer and the policyholder may reduce the sum insured, together with a corresponding reduction of the insurance premium, in order to eliminate over-insurance. The sum insured and the insurance premium shall be reduced by making a corresponding declaration of intent to the other party to the contract.
 
§ 482. Under-insurance
If the sum insured is less than the insurable value at the time of the occurrence of the insured event (under-insurance), the insurer shall be liable for the damage in proportion to the relation of the sum insured to the insurable value at the time of the insured event.
 
Subdivision 3
Multitude of insurers
 
§ 483. Notification of entry into new insurance contract
A policyholder shall notify the insurer immediately if the same insured risk is insured by another insurer, including cases where loss of income is insured by one insurer and other damage by another insurer. The name of the other insurer and the sum insured shall be indicated in the notice.
 
§ 484. Co-insurance
If one and the same insurance or the insurance of insured risks relating to the same assets is divided in fixed parts between several insurers (co-insurance), each insurer is required to pay indemnities only in proportion to the part which it insures.
 
§ 485. Leading insurer in co-insurance
(1)
In the case of co-insurance, the leading insurer, which is deemed to be the representative of the other insurers, shall be designated in the contract.
(2)
The leading insurer shall forward declarations of intent prescribed by the contract and the policyholder shall forward such declarations the leading insurer. The leading insurer shall also organise the satisfaction of claims arising from the insurance contract.
(3)
If no leading insurer is specified in the contract, the policyholder may select one of the co-insurers to be the leading insurer. The selection is deemed to have been made when the selected insurer is informed thereof.
 
§ 486. Multiple insurance
(1)
If a policyholder insures the same insured risk with several insurers and the total amount of indemnities payable by the insurers would exceed the extent of the damage or the total of the sums insured would exceed the insurable value (multiple insurance), the insurers shall be liable as solidary obligors.
(2)
In the case specified in subsection (1) of this section, each insurer shall be liable to the policyholder to the extent of the sum insured to be paid by the insurer pursuant to the contract, but the policyholder shall not claim more in total than the extent of damage.
(3)
In the case specified in subsection (1) of this section, insurers shall be liable between themselves in proportion to the amount each of them has to pay the policyholder pursuant to the insurance contract.
(4)
Contracts entered into by a policyholder who takes out multiple insurance with the intention of acquiring an unlawful patrimonial advantage shall be void. If the insurer was unaware of the invalidity of the contract at the time of entry into the contract, the insurer shall be entitled to insurance premiums until the end of the period of insurance during which the insurer became or should have become aware of the invalidity of the contract.
(5)
Any agreement which derogates from the provisions of subsections (1)-(4) of this section is void.
 
§ 487. Elimination of multiple insurance
(1)
If a policyholder unknowingly entered into a contract resulting in multiple insurance or if multiple insurance occurred later due to a decrease in insurable value, the policyholder may cancel the contract which was entered into later or reduce the sum insured to the amount not covered by earlier insurance. Together with a reduction of the sum insured, the policyholder may also reduce the insurance premium.
(2)
In the case specified in subsection (1) of this section, the policyholder may only cancel the contract or reduce the sum insured immediately after becoming aware of multiple insurance.
(3)
A contract shall be deemed to have been cancelled under the circumstances specified in subsection (1) of this section or the sum insured and the insurance premium shall be deemed to have been reduced by the end of the period of insurance during which the policyholder cancelled the contract or notified the insurer of the reduction of the sum insured and the insurance premium.
 
Subdivision 4
Insured Event
 
§ 488. Obligation to prevent and reduce damage and to ensure possibility of establishing damage
(1)
Upon the occurrence of an insured event, the policyholder shall, insofar as is possible, attempt to prevent and reduce any damage and, in so doing, observe the instructions given by the insurer. If circumstances permit, the policyholder shall ask the insurer for such instructions.
(2)
Prior to damage being established, the policyholder shall not make any changes with respect to the damaged thing without the permission of the insurer if such changes would hinder or render impossible establishment of the cause or extent of the damage, unless the change is necessary to reduce the damage or in the public interest.
(3)
If the policyholder violates the obligation specified in subsection (1) or (2) of this section and the insurer sustains damage as the result thereof, the insurer shall have the right to reduce the indemnity by the extent of the damage sustained.
 
§ 489. Establishment of damage
(1)
The insurer shall immediately establish the extent of damage to be compensated for.
(2)
If one of the parties to the contract refuses to participate in establishing the extent of the damage or if the parties are unable to agree on the extent of the damage, they may turn to a court for the extent of the damage to be established.
(3)
An insurer shall not lose the right to contest the policyholder’s claim for compensation if the insurer participates in establishing the extent of damage.
(4)
Any agreement which restricts the policyholder’s right to be assisted by a representative in establishing the extent of damage is void.
 
§ 490. Expert assessment
(1)
An agreement between an insurer and a policyholder pursuant to which the insurer’s obligation to pay an indemnity or the extent of damage is to be determined by an expert shall be valid only if the expert is appointed by a third party not involved in the matter or if the insurer and the policyholder both appoint an equal number of experts.
(2)
Neither the insurer nor the policyholder shall rely on the insurer’s obligation to pay the indemnity or the extent of damage being established by an expert, if this is obviously significantly different from the actual circumstances. Any agreement deviating therefrom is void.
(3)
In the case specified in subsection (2) of this section and also if the expert cannot or will not establish the extent of damage or delays so doing, the parties may turn to a court for the extent of the damage to be established.
 
§ 491. Compensation for expenditure to policyholder
(1)
If an insurer has to compensate for damage sustained, the insurer shall also compensate for the expenses incurred by the policyholder in connection with establishment of the extent of the damage. The insurer need not compensate the policyholder for the expenses of hiring an expert or advisor if the policyholder was not required to hire an expert or advisor pursuant to the contract.
(2)
In addition to the provisions of subsection (1) of this section, the insurer shall compensate the policyholder for expenses incurred in connection with the prevention or reduction of damage pursuant to the provisions of subsection 488 (1) of this Act which the policyholder deemed necessary under the circumstances even if these expenses failed to produce the desired result. The insurer shall compensate for expenses incurred according to the insurer’s instructions even if such expenses in combination with the other indemnities exceed the sum insured. If the policyholder so requests, the insurer shall, pursuant to the instructions of the insurer, make an advance payment of the expenses to be incurred.
(3)
In the case of under-insurance, the insurer shall compensate for expenses only in the proportion provided for in § 482 of this Act.
 
§ 492. Transfer of claim
(1)
A claim for the compensation of damage against a third party which belongs to a policyholder or the insured person shall transfer to the insurer to the extent of damage to be compensated by the insurer.
(2)
If the policyholder waives a claim against a third party or waives the right which secures such claim, the insurer shall be released from its performance obligation with respect to the policyholder insofar as the policyholder could have claimed compensation on the basis of the claim or right.
(3)
If the policyholder has a claim against his or her ascendant, descendant or spouse or another family member who lives with the policyholder, the insurer shall have the rights provided for in subsections (1) and (2) of this section only insofar as the liability of the relevant person is insured or if the person caused damage intentionally.
 
§ 493. Performance of contract after occurrence of insured event
(1)
After the occurrence of an insured event, the insurer shall be liable for damage caused by a later insured event only to the extent of the sum insured remaining after compensating the earlier damage. For future periods of insurance, the insurer is entitled to insurance premiums which are smaller than the previous insurance premiums in the same proportion as the residual sum insured is smaller than the initial sum insured.
(2)
After the occurrence of the insured event, either party to the contract may cancel the contract within one month as of completion of the process of establishing the extent of damage. The insurer shall give one month's notice of cancellation of the contract. The policyholder may cancel the contract on these grounds such that the contract terminates not later than by the end of the current period of insurance.
(3)
An agreement which derogates from the provisions of subsection (2) of this section shall only be valid if the right to cancel is the same for both parties.
 
Subdivision 5
Transfer of Insured Thing
 
§ 494. Continuation of insurance upon transfer of thing
(1)
If a policyholder transfers an insured thing, all the policyholder’s rights and obligations arising from the insurance contract transfer to the acquirer of the thing.
(2)
The transferor and acquirer of the thing shall be solidarily liable to the insurer for payment of the insurance premium for the period of insurance during which the transfer takes place.
(3)
The policyholder’s rights and obligations arising from the insurance contract shall not be deemed to have been transferred with respect to the insurer until the insurer becomes aware of the transfer of the insured thing.
 
§ 495. Cancellation of insurance contract upon transfer of thing
(1)
An insurer may, upon the transfer of an insured thing, cancel the insurance contract with respect to the acquirer of the thing within one month as of becoming aware of the transfer of the thing if the insurer gives at least one month's notice of the cancellation.
(2)
The acquirer of an insured thing may cancel the insurance contract by the end of the current period of insurance within one month as of acquiring the thing. If the acquirer did not know that the thing is insured, the right to cancel expires one month after the time of becoming aware of the insurance.
(3)
If an insurance contract is cancelled on the grounds provided for in subsection (1) or (2) of this section, the transferor of the thing shall pay the insurer insurance premiums, but not for longer than for the period of insurance during which the insurance contract terminates. In such case, the acquirer shall not be liable for the payment of insurance premiums.
 
§ 496. Notification of transfer
(1)
Upon the transfer of an insured thing, the transferor or acquirer of the thing shall notify the insurer of the transfer immediately.
(2)
If the insurer is not notified of the transfer of a thing in time, the insurer shall be released from its performance obligation if the insured event occurs more than a month after the time when the insurer should have received the corresponding notice.
(3)
The provisions of subsection (2) of this section shall not apply if:
1)
the insurer was aware of the transfer at the time when the insurer should have been notified;
2)
at the time of the occurrence of the insured event, the insurer’s right to cancel the contract has expired and the insurer has not exercised the right.
 
§ 497. Agreement which derogates to detriment of acquirer
(1)
Any agreement which derogates from the provisions of §§ 494-496 of this Act to the detriment of the acquirer is void.
(2)
A contract may prescribe that the notice regarding the transfer of a thing and the cancellation of a contract on these grounds shall be in a particular format.
 
§ 498. Application of provisions
The provisions of §§ 494-497 of this Act shall also apply to the transfer of insured things in execution proceedings and bankruptcy proceedings.
 
Subdivision 6
Liability of Insurer to Mortgagee upon Insurance of Structures
 
§ 499. Notification obligation of insurer and policyholder
(1)
A policyholder shall immediately notify the insurer who insured a structure of any encumbrance of the registered immovable under the structure with a mortgage.
(2)
If, upon the insurance of a structure, the immovable on which the structure is located is encumbered with a mortgage, the insurer shall immediately notify the mortgagee known to the insurer in a format which can be reproduced in writing of the setting of a term for the policyholder to pay the insurance premium if the policyholder has failed to pay the premium and of the cancellation of the contract.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(3)
The insurer shall notify the mortgagee known to the insurer of the occurrence of an insured event within one week as of becoming aware of the occurrence of the insured event, unless the damage is insignificant to the mortgagee.
(4)
The insurer shall inform the mortgagee of the existence of insurance cover and the size of the sum insured immediately at the request of the mortgagee.
 
§ 500. Validity of payment of indemnity with respect to mortgagee
(1)
If the insurance contract of a structure prescribes that the policyholder is required to use the insurance indemnity to restore the structure, the payment of the insurance indemnity for other purposes or without ensuring restoration of the structure shall not be valid with respect to the mortgagee and the mortgagee may request another payment from the insurer, unless the mortgagee consents to payment of the insurance indemnity in such manner.
(2)
The consent specified in subsection (1) of this section shall be deemed to have been granted by the mortgagee if the mortgagee has been informed, in a format which can be reproduced in writing, of the intention to pay the indemnity but has not responded thereto within one month.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
 
§ 501. Rights of mortgagee upon violation of obligations by policyholder
If a policyholder violates an obligation arising from the insurance contract and, as a result thereof, the insurer is released from its performance obligation with respect to the policyholder, the insurer shall still perform the obligation to the mortgagee, unless the insurer is released from its performance obligation with respect to the policyholder because the policyholder has failed to pay the insurance premiums or intentionally caused the insured event.
 
§ 502. Transfer of mortgage
If an insurer satisfied a claim to the mortgagee of a policyholder pursuant to § 501 of this Act, the mortgage shall transfer to the insurer to the extent that the insurer satisfied the claim. The insurer shall not exercise rights arising from the mortgage to the disadvantage of a mortgagee of the same or lower ranking with respect to whom the insurer’s performance obligation still remains.
 
§ 503. Application of provisions to real encumbrance
The provisions of §§ 500-502 of this Act shall apply correspondingly if an immovable is encumbered with a real encumbrance.
 
§ 504. Inapplicability of mortgagee’s rights to policyholder
The rights of mortgagees provided for in §§ 500-503 of this Act shall not be exercised on the basis of mortgages where the mortgagee is a policyholder.
 
Division 2
Goods in Transit Insurance
 
§ 505. Insured risks
If the risk of transporting goods on land or an internal water body is insured, it is presumed that the insurance covers all risks relating to the goods.
 
§ 506. Restriction of liability of insurer
(1)
An insurer shall not compensate for damage which:
1)
is caused by the policyholder or by the consignor or consignee of the goods;
2)
is caused by the nature of the goods or by their defective packaging;
3)
is caused by vermin.
(2)
If circumstances specified in subsection (1) of this section have increased the damage, the insurer shall only compensate for damage to the extent for which the insurer would have been liable if the circumstances had not occurred.
 
§ 507. Duration of insurance
Insurance commences when a carrier accepts goods for transport and continues for as long as the goods are in the carrier’s care.
 
§ 508. Insurable value of goods
(1)
The insurable value of goods is the usual value of the goods at the place of dispatch at the time of commencement of insurance. This is also deemed to be the insurable value at the time of occurrence of the insured event.
(2)
If goods are damaged, the actual value of the goods at the place of delivery shall be deducted from the value the goods would have had at the place of delivery had they not been damaged. The proportion of insurable value corresponding to the decrease in the value of the goods shall be deemed to be the extent of the damage.
 
§ 509. Restriction of cancellation of contracts
Upon the insurance of goods in transit, the insurer shall not cancel the insurance contract during transportation of the goods due to the probability of the insured risk increasing regardless of the intent of the policyholder or due to the transfer of the insured goods.
 
Division 3
Liability Insurance
 
Subdivision 1
General Provisions
 
§ 510. Definition of liability insurance
In liability insurance, the insurer shall, in place of the policyholder, perform the obligation to compensate for damage caused by the policyholder to a third party (injured party) as the result of an insured event which occurs during the period of validity of the insurance, and to cover the costs of legal assistance.
 
§ 511. Covering costs of legal assistance
(1)
Insurance shall cover the costs of legal assistance incurred by a policyholder against whom a claim is filed to the extent that the policyholder could consider such costs necessary to protect the rights of the policyholder in court and extra-judicially, even if the claim proves to be unfounded.
(2)
Insurance shall also cover costs incurred for the protection of the interests of the policyholder in criminal proceedings or administrative court proceedings if the facts established in the course of the proceedings may constitute a basis for the civil liability of the policyholder with respect to the injured party, insofar as such costs are incurred according to the insurer's instructions. The insurer shall cover the costs in advance at the request of the policyholder.
(3)
If the sum insured is agreed upon, the insurer shall cover the costs incurred in relation to a court action which the insurer requested from or recommended to the policyholder and the costs of defence specified in subsection (2) of this section even if such costs together with the rest of the indemnity exceed the sum insured. The same shall apply to interest payable for a delay initiated by the insurer in the satisfaction of a claim of the injured party.
(4)
If the policyholder has the right to avoid compulsory execution of a court decision by providing security or depositing money, the insurer shall, at the request of the policyholder, provide security for the compulsory execution or deposit money up to the extent of the sum insured and, in the case specified in subsection (3) of this section, in addition to the extent of costs related to the court action. The insurer shall be released from the obligation to provide security or deposit money if the insurer admits that the claim of the injured party against the policyholder is justified.
(10.12.2008 entered into force 01.01.2009 - RT I 2008, 59, 330)
 
§ 512. Insurance of liability arising from economic activities
(1)
Insurance of the liability arising from a policyholder's economic activities covers the liability of persons employed for service or hired by representatives of the policyholder and the policyholder to manage an enterprise or a part thereof or to exercise supervision over an enterprise.
(2)
If an enterprise is transferred or use thereof is granted to another person, the policyholder’s rights and obligations arising from the contract shall transfer to the transferee, unless such rights and obligations are related to the period of time prior to the transfer or grant of use. The provisions of subsections 494 (2) and (3) of this Act and §§ 495–497 of this Act shall apply accordingly.
 
§ 513. Release of insurer from performance obligation
An insurer shall be released from its performance obligation if the policyholder intentionally and unlawfully caused the occurrence of the event due to which the liability of the policyholder with respect to the injured party arises.
 
§ 514. Notification of circumstances
(1)
A policyholder shall notify the insurer of circumstances which may result in the occurrence of an insured event and of a claim being filed against the policyholder by an injured party within one week as of the time when the policyholder became aware of the circumstances or the claim being filed.
(2)
Sending the notice within the term specified in subsection (1) of this section shall suffice to make it timely.
(3)
The policyholder shall immediately notify the insurer of the initiation of judicial or other proceedings against the policyholder which may result in the liability of the insurer and of circumstances which may constitute the basis for a claim being filed against the policyholder.
 
§ 515. Payment of indemnity
(1)
The insurer must pay the indemnity without delay but not later than within two weeks as of the satisfaction of the claim of the injured party by the policyholder or as of the claim being established by a court decision, admission of the claim or a compromise agreement. If costs are to be compensated for pursuant to § 511 of this Act, the insurer shall cover the costs within two weeks as of being notified of the total size of the costs.
(10.12.2008 entered into force 01.01.2009 - RT I 2008, 59, 330)
(2)
Any agreement between the insurer and policyholder is void if, under the agreement, the insurer is to be released from the performance obligation if the policyholder satisfies the claim of the injured party or admits such claim without the consent of the insurer if, given the interests of the injured party, failure to satisfy or admit such claim is clearly contrary to the principles of good faith.
 
§ 516. Payments by instalment
If the policyholder is to pay the injured party in instalments and if the sum insured is less than the estimated total size of the instalments, the policyholder may only demand the corresponding part of the payments by instalment from the insurer.
 
§ 517. Rights of injured party
(1)
The insurer has the right to pay the indemnity directly to the injured party if:
1)
the amount payable by the policyholder to the injured party is determined by a court decision or a compromise agreement, and
(10.12.2008 entered into force 01.01.2009 - RT I 2008, 59, 330)
2)
the insurer informs the policyholder of its intention in advance.
(2)
The insurer shall pay the indemnity directly to the injured party if the policyholder so requests.
(3)
Disposal of a claim of the policyholder against the insurer is void with respect to the injured party. The same shall apply to the disposal of a claim in execution proceedings or if the claim is disposed of in order to secure an action.
(4)
If the circumstances which caused the policyholder’s liability result in claims from several injured parties and the total size of such claims exceeds the sum insured, the insurer shall satisfy the claims in proportion to the size of the claims.
 
§ 518. Rights of injured party upon bankruptcy of policyholder
Upon the bankruptcy of a policyholder, an injured party has the right to satisfy a claim against the policyholder at the expense of a claim for compensation against the insurer before the other obligees of the policyholder.
 
§ 519. Cancellation of contract after occurrence of insured event
(1)
Either party may cancel a liability insurance contract if, after the occurrence of an insured event, the insurer has admitted its obligation to compensate the policyholder or has refused to compensate after the indemnity became collectable.
(2)
A contract may be cancelled within one month after the admission of the obligation to compensate or refusal to compensate. The provisions of § 493 of this Act shall also apply.
 
Subdivision 2
Obligatory Liability Insurance
 
§ 520. Obligation to enter into contract
An insurer shall enter into a liability insurance contract required by law (obligatory liability insurance) if the policyholder meets the requirements prescribed in the standard terms.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
 
§ 521. Claim for compensation of damage of injured party
(1)
An injured party may demand the compensation of damage caused thereto by the policyholder from both the policyholder and the insurer. Compensation for damage may be requested from the insurer only in monetary form.
(2)
If a claim for the compensation of damage is filed against both the policyholder and the insurer, they shall be liable as solidary obligors. In the relationship between the insurer and the policyholder, only the insurer shall be liable. If the insurer is released from its performance obligation, only the policyholder shall be liable for performance of the obligation in the relationship between the insurer and the policyholder.
(3)
The insurer may present the same objections against the claim of an injured party as the policyholder.
(4)
The claim of an injured party against an insurer shall expire after the same term as a claim against a policyholder. Suspension or interruption of the limitation period with respect to the policyholder shall also apply to the insurer and vice versa.
(5)
The insurer shall not refuse to satisfy the claim of an injured party on the grounds that the insurer has been released from its liability to the policyholder in part or in full.
(6)
(Repealed - 10.12.2008 entered into force 01.01.2009 – RT I 2008, 59, 330)
(7)
(Repealed - 19.11.2003 entered into force 27.12.2003 - RT I 2003, 78, 523)
 
 § 522. Notification obligation of injured party
(1)
An injured party shall notify the insurer within two weeks as of becoming aware of the insurer and in a format which can be reproduced in writing of an insured event and of the filing of a claim against the policyholder and shall notify the insurer immediately of the filing of an action against the policyholder.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(2)
The insurer may request information necessary to determine the cause and extent of damage from the injured party. The injured party shall provide information only insofar as it is reasonable to expect that such information can be obtained from the injured party.
 
§ 523. Violation of obligation by injured party
(1)
If an injured party fails to give notice in a timely manner of an insured event or the filing of an action against the policyholder or violates the obligation specified in subsection 522 (2) of this Act, the insurer shall not be liable for the compensation of damage to an extent exceeding the liability of the insurer had the insurer been notified of the insured event or the filing of an action in a timely manner.
(2)
If the obligation specified in subsection 522 (2) of this section is violated, the insurer may rely on the provisions of subsection (1) of this section only if the injured party has been expressly informed of the consequences of the violation beforehand in a format which can be reproduced in writing.
(05.06.2002 entered into force 01.07.2002 - RT I 2002, 53, 336)
(3)
The restriction on the liability of the insurer provided for in subsection (1) of this section shall apply accordingly if the policyholder enters into compromise agreement with an injured party or admits the claim of an injured party without the consent of the insurer. The restriction on the liability of the insurer shall not apply if, given the interests of the injured party, entry into the compromise agreement or failure to admit the claim would clearly be contrary to the principles of good faith.
 
§ 524. Transfer of insurance contract
(1)
In the event of obligatory insurance of a liability which may arise from a thing and if the right of ownership of the thing is transferred, the policyholder’s rights and obligations arising from the insurance contract transfer to the acquirer of the thing. The provisions of §§ 494–498 of this Act shall apply accordingly.
(2)
If, in the case specified in subsection (1) of this section, the acquirer of the thing enters into a new obligatory liability insurance contract, the insurance contract which transferred to the acquirer shall expire.
 
§ 525. Limitation of release from performance
(1)
If, upon the insurance of insured risk relating to a third party, the insurer is released from its performance obligation with respect to the policyholder, the insurer shall only be released from its performance obligation with respect to the third party if the circumstances which are the basis for such release arise from the third party or if the third party was or should have been aware of these circumstances.
(2)
If the insurer has to perform its obligation with respect to a third party under the circumstances specified in subsection (1) of this section, the insurer may, upon performance of the obligation with respect to the third party, demand that the policyholder compensate any expenses incurred in order to perform the obligation.
 
Division 4
Legal Expenses Insurance
 
§ 526. Obligations of insurer
(1)
In legal expenses insurance, the insurer shall, to the extent prescribed by the contract, protect the legal interests of the policyholder upon the occurrence of an insured event and cover the costs of legal assistance, procedure expenses and other similar expenses incurred as a result thereof. It is presumed that the insurance covers legal assistance both in court and in administrative proceedings and outside administrative agencies.
(2)
The provisions of this Division concerning insurers shall also apply to insured persons who are not policyholders.
 
§ 527. Information in insurance contract
If insured risks in the field of legal expenses insurance are insured together with other insured risks, the scope of the insurance cover in legal expenses insurance and the insurance premiums payable therefor shall be indicated separately in the insurance contract. If the insurer entrusts an independent loss adjuster with the task of managing the performance of obligations arising from an insurance contract, this shall also be indicated in the contract.
 
§ 528. Choice of advocate
(1)
The policyholder may choose an advocate to represent the policyholder and to protect the interests of the policyholder in judicial or administrative proceedings or to protect the legal interests of the policyholder in any other manner, including in the policyholder’s relationship with the insurer.
(2)
If the policyholder applies to the insurer for the appointment of an advocate, the insurer shall expressly inform the policyholder of the right specified in subsection (1) of this section.
(3)
Persons other than advocates may be appointed to represent the policyholder in judicial or administrative proceedings or to protect the legal interests of the policyholder in any other manner only by agreement with the insurer.
 
§ 529. Provision of expert assessment
(1)
An insurance contract shall prescribe the provision of expert assessment which complies with the conditions provided for in § 490 of this Act to assess the prospects of legal assistance being effective or being in bad faith and which the policyholder may use if the insurer refuses to perform the obligation because, in the insurer’s opinion, the prospects of legal assistance being effective are not sufficient or if legal assistance would be in bad faith.
(2)
If the insurer refuses to perform its obligation, the insurer shall inform the policyholder of the right to obtain expert assessment.
(3)
If the provisions of subsection (1) or (2) of this section are not complied with, the policyholder’s need for legal assistance in this particular case shall be deemed to have been recognised by the insurer.
(4)
The limitation period of the policyholder’s claim shall be suspended while the expert assessment provided for in subsection (1) of this section is provided, although the period shall not be suspended for longer than three months.
 
§ 530. Insurer’s obligation to inform policyholder of insurance cover
(1)
If a policyholder submits a claim arising from subsection 526 (1) of this Act to an insurer, the insurer shall inform the policyholder within two weeks and in a format which can be reproduced in writing of whether the insurer will perform the obligation arising from the contract. Refusal to perform the obligation shall be justified and the facts or the provisions of law or of the contract which are the basis for refusal shall be indicated.
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(2)
If the policyholder has not forwarded all the information necessary to verify the claim arising from subsection 526 (1) of this Act to the insurer, the insurer may demand the submission of additional documents during the term provided for in subsection (1) of this section. In such case, the term provided for in subsection (1) of this section shall begin to run as of the submission of documents.
(3)
If the insurer fails to prove that the insurer performed the obligation provided for in subsection (1) of this section, the insurer shall compensate for all costs for legal assistance which are covered by the insurance and which have been incurred during the period of time from the expiry of the term specified in subsection (1) of this section to communication of the insurer’s position to the policyholder.
 
§ 531. Transfer of insurance contract
If the costs for legal assistance relating to the enterprise of a policyholder are insured and the enterprise is transferred or use thereof is granted to another person, the policyholder's rights and obligations arising from the insurance contract transfer to the transferee or the person to whom use thereof is granted. The provisions of §§ 494 –498 of this Act shall apply accordingly.
 
Chapter 25
Life Insurance
 
§ 532. Insurer’s performance obligation
In life insurance, the insurer shall, pursuant to the contract, pay the beneficiary the agreed amount as a lump sum payment or in instalments if the insured person attains a certain age, marries, dies or has a child.
 
§ 533. Restrictions on insuring life of third party
(1)
A life insurance contract relating to the death of a third party shall only be valid if the third party grants written consent to the contract.
(2)
If the third party is a person with restricted active legal capacity and the policyholder is his or her legal representative, the policyholder may represent the third party in the grant of consent only with the permission of the guardianship authority.
 
§ 534. Consequences of stating incorrect age
If the age of the insured person is stated incorrectly and, as a result thereof, the insurance premium is established at too low a level, the liability of the insurer shall be reduced in proportion to the relation of the insurance premium corresponding to the actual age of the person to the insurance premium agreed upon.
 
§ 535. Increase in probability of insured risk
(1)
Only a change in circumstances relating to the insured risk which is explicitly deemed to be an increase in the probability of the insured risk pursuant to a written agreement shall be deemed to be an increase in the probability of the insured risk.
(2)
The insurer shall not rely on an increase in the probability of the insured risk if three years have passed since the increase of the risk, unless the policyholder intentionally violated the obligation to obtain the consent of the insurer or to notify the insurer.
 
§ 536. Specifications of cancellation of contracts
A policyholder may at any time cancel a life insurance contract as of the end of the current insurance period.
 
§ 537. Appointment and change of beneficiary
(1)
A policyholder has the right to determine a third party as beneficiary without the consent of the insurer and to change that person even if the beneficiary is specified in the contract.
(2)
The beneficiary shall have the right to demand performance by the insurer only upon the occurrence of the insured event.
(3)
If the beneficiary dies before the occurrence of the insured event, the insurer shall perform the obligation with respect to the policyholder or the successors of the policyholder unless the policyholder specifies otherwise.
 
§ 538. Several beneficiaries
If several persons have been appointed beneficiaries without their respective shares having been specified, they shall be deemed to be beneficiaries in equal shares. Any share which a beneficiary refuses to accept or cannot accept shall be added to the shares of the other beneficiaries.
 
§ 539. Release of insurer from performance obligation
In the case of insurance for the event of death, the insurer shall be released from its performance obligation if the insured person commits suicide within two years as of entering into the contract. The insurer’s obligation remains valid if the insured person who commits suicide has a pathological mental condition which precludes free will.
 
§ 540. Death of insured person caused by policyholder or beneficiary
(1)
In the case of a life insurance contract entered into for the event of the death of a third party, the insurer shall be released from its performance obligation if the death of the third party is caused by an intentional unlawful act by the policyholder.
(2)
If a beneficiary is appointed in a life insurance contract entered into for the event of death and the beneficiary causes the death of the insured person by an intentional unlawful act, the beneficiary shall be deemed not to have been appointed.
 
§ 541. Notification of insured event
(1)
The insurer need not be notified of an insured event if the attainment by the insured person of a certain age has been agreed upon as the insured event.
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(2)
If a third party is entitled to performance of the obligation by the insurer, the third party shall give notice of the insured event and provide information and submit evidence concerning the insured event.
 
§ 542. Change in size of insurance premium
(1)
An insurer has the right to increase an insurance premium if this is necessary to ensure continuous performance of its obligations arising from insurance contracts.
(2)
The insurer shall not amend a contract solely on the grounds that the insured person is ageing or his or her state of health is deteriorating. The parties may, however, agree that, when the insured person attains a certain age, the initial insurance premium will be increased to an amount which, according to the relevant insurance premium rate, is payable with regard to an insured person who enters into an insurance contract at that age.
(3)
Any declaration by the insurer which increases the insurance premium retroactively is void.
(4)
An increase in the insurance premium shall not take effect earlier than one month after the policyholder is notified of the increase.
 
§ 543. Conversion of insurance into premium-free insurance
(1)
A policyholder may apply for the insurance to be converted as of the end of the current period of insurance in such a manner that the policyholder need not pay any more insurance premiums during the period of validity of the contract but that the insurer shall still perform the obligation arising from the insurance contract on account of the insurance premiums already paid (premium-free insurance).
(2)
The policyholder may demand that the insurance be converted into premium-free insurance if the minimum amount agreed upon by the insurer and the policyholder has been reached on account of the insurance premiums already paid. If the minimum amount of insurance premiums agreed upon has not been reached, the policyholder shall be entitled to receive the surrender value of the insurance from the insurer.
 
§ 544. Insurer’s performance obligation in premium-free insurance
(1)
If insurance is converted into premium-free insurance, the extent of the insurer’s performance obligation as at the end of the current period of insurance shall be calculated according to the recognised principles of actuarial mathematics.
(2)
If insurance is converted into premium-free insurance, the insurer may make deductions from its performance obligation only to the extent agreed upon by the parties, provided that such deductions are reasonable.
 
§ 545. Conversion of insurance into premium-free insurance if insurer cancels contract
(1)
If the insurer cancels an insurance contract due to failure to pay the second or a subsequent insurance premium, the insurance is converted into premium-free insurance.
(2)
In the case provided for in subsection 458 (2) of this Act, the insurer shall be required to perform to the extent which would have been the extent of the insurer’s obligation if the insurance had been converted into premium-free insurance by the time of the occurrence of the insured event.
(3)
The notice which, pursuant to the provisions of § 458 of this Act, sets a term for payment of the insurance premium shall contain information which states that failure to pay the outstanding insurance premium in time will result in the insurance being converted into premium-free insurance.
 
§ 546. Surrender value
(1)
If a life insurance contract terminates due to withdrawal or cancellation or if the contract is recognised as void or if one of the parties annuls the contract on the bases provided for in the General Part of the Civil Code Act, the insurer shall pay the surrender value of the insurance to the policyholder. This shall not apply if the parties agree to convert the contract into premium-free insurance.
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(2)
The insurer shall pay the surrender value even if the insurer has been released from its performance obligation after the occurrence of the insured event. The insurer need not pay the surrender value in the case specified in subsection 540 (1) of this Act.
(3)
The surrender value of insurance shall be calculated according to the recognised principles of actuarial mathematics as at the end of the current period of insurance.
(4)
Any insurance premium arrears shall be deducted from the surrender value upon calculation thereof. The insurer may make deductions from the surrender value only to the extent agreed upon by the parties, provided that such deductions are reasonable.
 
§ 547. Beneficiary becomes policyholder
(1)
The beneficiary may replace the policyholder in an insurance contract with the consent of the policyholder if the policyholder’s claim against the insurer for the performance of the insurer’s obligation is seized or if an execution proceeding is initiated with respect to such claim or if the policyholder is declared bankrupt.
(2)
Upon taking the place of the policyholder in the contract in the case provided for in subsection (1) of this section, the beneficiary shall satisfy the claims of the policyholder’s obligees to the extent of the surrender value of the insurance which the policyholder would have received from the insurer if the policyholder had cancelled the contract at the time of seizure, initiation of the execution proceeding or declaration of bankruptcy.
(3)
If no beneficiary is named, the policyholder’s spouse and children shall have the rights and obligations provided for in subsections (1) and (2) of this section.
(4)
Taking the place of the policyholder in the contract is effected by notifying the insurer thereof. Notice may be given within one month as of the time when the person who is entitled to take the place of the policyholder in the contract became aware of the seizure, initiation of the execution proceeding or declaration of bankruptcy.
(5)
Any agreement which derogates from the provisions of subsections (1)-(4) of this section to the detriment of the beneficiary is void.
 
Chapter 26
Accident Insurance
 
§ 548. Insurer’s obligation to compensate
In the case of accident insurance, the insurer shall, upon the occurrence of an accident, pay the amount specified in the contract as a lump sum payment or in instalments, compensate for patrimonial damage caused by the occurrence of the insured event or perform the contract in any other agreed manner.
 
§ 549. Application of life insurance and non-life insurance provisions
(1)
If payment of an agreed amount of money rather than compensation for damage is prescribed as the insurer’s performance obligation, the policyholder shall have the right to appoint a beneficiary pursuant to the provisions of §§ 537 and 538 of this Act.
(2)
The parties to the contract may agree upon the application of relevant provisions of non-life insurance insofar as such provisions do not contradict the nature of accident insurance.
 
§ 550. Persons covered by accident insurance
(1)
If an accident involving a third party is insured against, it shall be presumed that the third party is the insured person.
(2)
If a policyholder has taken out insurance against an accident involving a third party in order to insure the insured risk of the policyholder, the written consent of the third party is needed for the contract to be valid. If the third party is a person with restricted active legal capacity and the policyholder is his or her legal representative, the policyholder may represent the third party in the grant of consent only with the permission of the guardianship authority.
 
§ 551. Intentional causing of accident
(1)
If a policyholder has taken out insurance against an accident involving a third party in order to insure the insured risk of the policyholder, the insurer shall be released from its performance obligation if the accident is caused by an intentional unlawful act of the policyholder.
(2)
If the beneficiary causes an accident by an intentional unlawful act, the beneficiary shall be deemed not to have been appointed.
 
§ 552. Deterioration of health of insured person
It is presumed that the health of the insured person deteriorated due to circumstances beyond his or her control.
 
§ 553. Notification obligation of beneficiary
If a beneficiary is entitled to performance of the obligation by the insurer, the beneficiary shall give notice of the insured event and provide information and submit evidence concerning the insured event.
 
Chapter 27
Sickness Insurance
 
§ 554. Classes of sickness insurance
Sickness insurance may be provided as:
1)
medical expenses insurance;
2)
hospital insurance;
3)
insurance against incapacity for work;
4)
long-term care insurance;
5)
insurance of another class.
 
§ 555. Obligations of insurer
(1)
In the case of medical expenses insurance, the insurer shall, to the extent of the sum insured, compensate the insured person for medical expenses which are incurred as a result of an illness or accident and are medically necessary and perform other contractual obligations. The costs of out-patient examinations conducted in order to establish and prevent illnesses shall also be compensated for.
(2)
In the case of hospital insurance, the insurer shall pay the insured person the agreed hospital daily allowance agreed for in-patient treatment which is medically necessary.
(3)
In the case of insurance against incapacity for work, the insurer shall compensate the insured person for loss of income or a reduction thereof due to incapacity for work caused as a result of an illness or accident by paying the insured person a daily allowance, making periodic payments or paying a lump-sum amount, as agreed.
(4)
In the case of long-term care insurance and if the need to provide care arises, the insurer shall compensate for the costs of caring for the insured person to the extent agreed upon (long-term care expenses insurance) or pay an agreed daily allowance for the care (long-term care daily allowance insurance).
 
§ 556. Application of non-life insurance provisions
If sickness insurance cover is provided pursuant to the principles of non-life insurance, the provisions concerning non-life insurance shall apply to sickness insurance accordingly. The provisions of §§ 443-447 and § 460 of this Act do not apply to sickness insurance.
 
§ 557. Duration of sickness insurance contract
(1)
Sickness insurance contracts are entered into for an unspecified term.
(2)
An insurance contract against incapacity for work may be entered into for a specified term but not for less than three years.
(3)
A sickness insurance contract may be entered into for a specified term if it is related to training, stay in a foreign state, travelling or the performance of work or an activity during a specified term.
 
§ 558. Waiting periods
(1)
If the parties agree that the obligations of the insurer commence after a certain period of time has passed from the insurance contract being entered into (waiting period), the waiting period shall not exceed five months in the case of medical expenses insurance, hospital insurance and insurance against incapacity for work and nine months in the case of childbirth and health services related thereto. In the case of long-term care insurance, the waiting period shall not exceed three years.
(2)
If the insured event occurs before the end of the waiting period, the insurer shall be required to perform only if the policyholder proves that the illness occurred or that the child was conceived only after entry into the contract.
 
§ 559. Insurance of born child
If, at the time of the birth of a child, at least one of the parents is covered by sickness insurance, the insurer shall enter into an insurance contract to insure the child as of his or her birth without any additional insurance premiums or waiting periods, provided that an application for the child to be insured is submitted not later than two months after his or her date of birth. The insurer has the obligation to insure the child to the extent that the insurance cover applied for for the child does not exceed the scope of the insurance cover of the insured parent.
 
§ 560. Change in size of insurance premium
(1)
An agreement under which the insurer may, after entry into a sickness insurance contract, unilaterally increase the insurance premium or unilaterally change the scope of insurance cover, including establishing the excess which the policyholder has to pay, shall be valid only if agreement is reached to change the insurance premium or the scope of insurance cover if any of the following circumstances change:
1)
circumstances which are specified in the insurance contract as basis for the calculation of the insurance premium and which are beyond the control of the parties;
2)
the average life expectancy of the insured persons;
3)
the frequency at which the insurer’s performance obligation is used by persons insured according to this insurance premium rate;
4)
the scope of state compensation for sickness insurance services;
5)
fees charged by providers of health care services for the use of their services;
6)
legislation changing health care administration.
(2)
Agreement shall not be reached on the right to increase the insurance premium unilaterally or to change the scope of insurance cover unilaterally solely on the grounds that the insured person is ageing or his or her state of health is deteriorating. The parties may, however, agree that, when the insured person attains a certain age, the initial insurance premium will be increased to an amount which, according to the relevant insurance premium rate, is payable with regard to an insured person who enters into an insurance contract at that age.
(3)
Any declaration by the insurer which retroactively increases the insurance premium or changes the scope of insurance cover is void.
(4)
An increase in the insurance premium and a change in the scope of insurance cover shall not take effect earlier than one month after the policyholder is notified of the increase or change.
 
§ 561. Policyholder’s right to cancel
(1)
The policyholder may cancel a sickness insurance contract by giving at least three months' notice of the cancellation so that the contract terminates at the end of the year. The policyholder may cancel a sickness insurance contract which is entered into for a term of less than one year by giving at least three days' notice of the cancellation.
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(2)
If the insurer increases the insurance premium or reduces its obligations, the policyholder may cancel the contract within one month as of receiving notice of the change. In such case, the contract terminates on the effective date of the increase of the insurance premium or reduction of obligations.
 
§ 562. Restriction of ordinary cancellation by insurer
Ordinary cancellation of a contract of hospital insurance or medical expenses insurance by the insurer is only permitted within the first three years after entry into the contract and by giving at least three months' notice of the cancellation.
 
§ 563. Restriction on withdrawal from contract
If more than three years have passed since a sickness insurance contract was entered into, the insurer shall not withdraw from the contract on the grounds that the policyholder has violated the notification obligation upon entry into the contract.
 
§ 564. Release of insurer from performance obligation
(1)
The insurer shall be released from its performance obligation if the policyholder or the insured person intentionally caused his or her illness or an accident.
(2)
If the policyholder intentionally caused the illness or accident of the insured person, the insurer’s performance obligation with respect to the insured person shall remain in force. Upon performance of the obligation, the claim of the insured person for compensation of damage against the policyholder shall transfer to the insurer.
 
§ 565. Insurer’s obligation to provide information
The insurer shall, at the request of an insured person, grant access to the information concerning the state of health of the insured person obtained by the insurer upon entry into the insurance contract or during the period of validity of the insurance contract.
 
§ 566. Death or dissolution of policyholder
(1)
If an insurance contract terminates with the death of the policyholder or the dissolution of a policyholder who is a legal person, the insured person has the right to extend the insurance contract within two months after the death or dissolution of the policyholder if the insured person gives notice of the name of the new policyholder.
(2)
The provisions of subsection (1) of this section apply accordingly if the policyholder cancels the insurance contract. The cancellation shall only be valid if the policyholder proves that the insured person is aware of the declaration of cancellation.
 
§ 567. Group sickness insurance
(1)
If a person is excluded from the circle of persons who are insured with group insurance, including on the grounds of the person’s retirement or the termination of a contract entered into between the policyholder and the insurer, the person who was insured under the group insurance may submit an application to the insurer to continue insurance of the same class separately for the person pursuant to insurance premium rates applicable to individual insurance without any waiting periods or additional charges besides the insurance premium being applied.
(2)
The right of the insured person provided for in subsection (1) of this section shall expire if the person does not submit an application specified in subsection (1) of this section within one month as of being excluded from the circle of insured persons or termination of the group sickness insurance and performance of the notification obligation by the insurer.
(3)
Upon the submission of an application specified in subsection (1) of this section, the insurance premium shall be determined based on the age of the person when the person entered into the group sickness insurance contract.
(4)
The insured person shall not have the right provided for in subsection (1) of this section if the person is excluded from the circle of insured persons because of the extraordinary cancellation of the insurance contract by the insurer on the grounds of a violation of the insurance contract by the insured person.
(5)
The insurer shall inform each person who is insured with a group insurance upon entry into the group sickness insurance contract or at the time the insurance cover extends to such person of the conditions under which the insurance is terminated and of the consequences regarding the size of the insurance premium if separate insurance were to be continued.
(6)
Ordinary cancellation of a group sickness insurance contract by the insurer is only permitted if the insured persons may continue the insurance relationship in the form of individual insurance.
 
Part 5
Support Contracts
 
Chapter 28
Life Annuity
 
§ 568. Definition of life annuity contract
(1)
In a life annuity contract, one person (the grantor of a life annuity) undertakes to pay, on a periodic basis, a specific sum of money or deliver other objects which are limited by specific characteristics (life annuity) to the other party or a third party (life annuitant) during the lifetime of the grantor, annuitant or other person. The payment of a life annuity is presumed to be without charge.
(2)
The provisions of this Chapter apply to life annuities established by law or a court judgment unless otherwise provided by law or the court judgment.
 
§ 569. Term
(1)
A life annuity contract is presumed to have been entered into for the duration of the lifetime of the annuitant.
(2)
A life annuity established for the duration of the lifetime of the grantor of the life annuity or a third party shall transfer to the successors of the annuitant in the case of death of the annuitant.
 
§ 570. Form
Life annuity contracts shall be entered into in writing.
 
§ 571. Payment of annuity
(1)
Monetary life annuities shall be paid three months in advance. Life annuities in a form other than in money shall be paid a reasonable period in advance if such advance payment may be reasonably presumed on the basis of the nature of the life annuity.
(2)
If a person for the duration of whose life a life annuity is established dies before the expiry of the period for which the life annuity has been paid in advance, the life annuity which has already been paid cannot be reclaimed.
(3)
If in the case specified in subsection (2) of this section the life annuity has not yet been paid, the life annuity for the period shall be paid to the successors of the life annuitant.
