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(Extracts)

VII. Security on Claims

1. General Provisions

133. The entire property of the debtor shall serve as general security for his creditors who shall have

equal right to be satisfied by it provided there are no legal grounds for privileges.

134. A creditor may exercise a debtor's property rights when the latter's inaction threatens the

satisfaction of the creditor, except such rights the exercise of which depends on the debtor's

purely personal discretion.

Where a creditor brings an action pursuant to the preceding paragraph, the debtor shall be

summoned as a party to the proceedings as well.

If the exercise of the right does not consist in bringing an action the creditor, in order to carry

out the act, must be authorised by the court under the procedure for securing claims.

135. The creditor may ask that with respect to himself certain acts of the debtor which have harmed

him be declared invalid, if the debtor was aware of the harm at the time of performance of

those acts. Where an act is for consideration it shall be assumed that the person with whom the

debtor negotiated was also aware of the harm. Invalidity shall not prejudice the rights acquired

in good faith by third parties for consideration prior to the registration of the petition for

invalidation.

Knowledge shall be presumed until proven otherwise, if the third party is a spouse, a

descendant or ascendant, or a sibling of the debtor.

Where the act was performed prior to the arising of the claim it shall be invalid only if it was

intended by the debtor and the person with whom he negotiated to harm the creditor.

Creditors in whose favour the invalidity is declared shall be satisfied out of the amount

received from a public auction before the third party, when the latter participates in the

distribution with a claim arising from the declaration of invalidity.



2. Privileges

136. (Amended, SG No. 12/1993). The following claims shall be satisfied preferentially in the order

in which they are listed:

1. claims on costs for securing and forcible execution, as well as for actions pursuant to

Articles 134 and 135 - out of the value of the property for which they were made, for the

creditors in favour of whom these costs were made;

2. (Amended, SG No.103/1999) claims of the state on taxes on a certain property or on a

motor vehicle- out of the value of that property or that motor vehicle;

3. claims secured by a pledge or mortgage - out of the value of the pledged or mortgaged

properties;

4. claims for which the right of retention is exercised - out of the value of the retained

property; should this claim arise from costs for maintenance or improvement of the retained

property, it shall be satisfied before the claims under item 3;

5. employee claims arising from employment relationships and maintenance claims;

6. claims of the state other than fines;

Claims under items 5 and 6 shall be satisfied preferentially from the entire property of the

debtor.

Claims of the same order shall be satisfied proportionately.

In addition to accrued interest the right to preferential satisfaction shall cover the outstanding

interest from the moment the forcible execution commenced, as well as interest for the year

preceding it.

137. (Amended, SG No. 12/1993). When the law does not specify the order for satisfying a claim

for which it provides preferential satisfaction, that claim shall be paid after the claims under

item 6 of the preceding article.

Where particular laws provide for some claims to be paid before all others they shall be paid

after the claim under item 1 of Article 136, and in the event they compete with each other they

shall be paid proportionately.

3. Guarantee

138. Under a guarantee contract the guarantor undertakes an obligation before another's creditor to

be liable for the performance of the other's obligation. This contract must be in writing.



A guarantee may exist only for an actual obligation. It may be undertaken for future or

conditional obligation as well.

139. A guarantee may also be undertaken for a part of the debtor's obligations or under easier terms.

If the guarantor has undertaken an obligation exceeding that which the debtor owes or under

more onerous terms, his obligation shall be reduced to fall within the framework of the

principal obligation.

140. A guarantee shall cover all consequences of the non-performance of the principal obligation,

including costs for collection of the claim.

141. A guarantor shall be liable jointly and severally with the principal debtor.

If a debtor has several guarantors for one and the same obligation, each one of them shall be

liable for the overall obligation unless there is an arrangement for dividing it.

142. A guarantor may plead against the creditor all defences of the debtor, as well as set off a claim

of the debtor against the creditor. He shall not lose those rights even if the debtor has

renounced them or has admitted his obligation.

143. A guarantor who has performed an obligation may claim from the debtor the principal, the

interest, and the expenses he has made after notifying the debtor of the action, which was

brought against him. He shall also be entitled to the interest by operation of law on the amounts

paid from the date of payment.

A debtor shall not be liable towards the guarantor if he has performed the obligation prior to

being notified of the guarantor's payment. If the guarantor has performed the obligation

without notifying the debtor, the latter may plead against the guarantor the same defences,

which he could have raised against the creditor upon performance. In both cases the guarantor

may claim back what the creditor unduly received.

144. A debtor who has performed his obligation shall be obliged to notify the guarantor

immediately.

145. Where a debtor has several guarantors for one and the same obligation, a guarantor who has

performed the obligation may claim from the other guarantors their due parts.

146. A guarantor who has performed an obligation shall assume the rights, which the creditor has

against the debtor, even when the debtor may have been unaware of the guarantee.



A guarantor shall also assume the rights of the creditor against third parties who have provided

a pledge or mortgage for the obligation, but only to the amount to which he would have had an

action against them if they had been guarantors.

The guarantee shall expire when due to the creditor's acts the guarantor cannot assume the

creditor's rights.

147. A guarantor shall remain under obligation even after the maturity of the principal obligation if

the creditor has brought an action against the debtor within six months. This provision shall

also apply in those case where the guarantor has explicitly limited his guarantee to the time

period of the principal obligation.

An extension of the time period granted by the creditor to the debtor shall have no effects with

regard to the guarantor if the latter has not agreed to this.

148. The interruption of the limitation with respect to the debtor or his renunciation of the expired

limitation may not be enforced against the guarantor; the interruption of the limitation with

respect to the guarantor or his renunciation of the expired limitation may not be enforced

against the debtor.

4. Pledge and Mortgage

a) General Provisions

149. A claim may be secured by a pledge on movable property or on a claim and a mortgage on

immovable property.

A pledge and mortgage may be established both for one's own or for another's obligation.

150. The pledge and mortgage shall follow the secured claim when it is transferred and shall be

extinguished if the claim is extinguished.

Should the obligation be divided among the debtor's heirs, the pledge and mortgage shall

continue to encumber the whole obligation on the entire chattel or on all chattels even if they

are divided among the heirs.

151. Should the pledge or mortgage secure someone else's obligation, the owner of the pledged

chattel or the mortgaged property may plead against the creditor all defences of the debtor, as

well as claim set-offs with the debtor's claims against the creditor.



152. An agreement which stipulates in advance that if the obligation is not performed the creditor

shall become owner of the property, as well as any other agreement which stipulates in advance

a manner for satisfying the creditor other than the one provided for by the law shall be invalid.

153. In the event there are several pledges or mortgages on one property the creditors shall be

satisfied preferentially in the order in which the pledges and mortgages were created, even

though the secured claim may not have existed at the time of their creation.

154. (Amended, SG No. 12/1993). If the pledged or mortgaged property perishes or is damaged, or

is expropriated for state or municipal needs, the pledgee and mortgagee shall be entitled to

preferential satisfaction from the insurance amount or the compensation due in accordance with

the order of privileges which their original claims had. However, a payment made to the owner

shall be valid if the pledgee or mortgagee were notified of it by the insurer or the person owing

the compensation and did not object within a three-month period.

155. If the debtor transfers the pledged or mortgaged property to a third party and the transferee

pays or is subjected to forcible execution, he shall assume the rights of the satisfied creditor

against the debtor, against the guarantors and against the persons who have later than him

acquired from the debtor the ownership of other pledged or mortgaged properties for the same

obligation.

The same rights shall also be enjoyed by an owner who has pledged or mortgaged his property

for another's obligation. However, in this case, he shall assume the creditor's rights against the

guarantors up to the amount, which he could claim against them, were he, a guarantor.

b) Pledge on chattels

156. A contract for pledge shall be valid only if the pledged chattel is handed over to the creditor or

to another person designated by him and the pledgor.

(Amended, SG No. 12/1993) Where a secured claim exceeds 5,000 levs, the pledge cannot be

enforced against third parties if there is no document in writing bearing a relevant date

indicating the chattels and the claim.

157. A creditor shall be entitled to retain the pledged chattel until the secured claim is fully

extinguished.

He shall not have the right to use it unless agreed otherwise.



Should the creditor be deprived of possession of the chattel, he may, on grounds of his pledge,

claim it back from the person holding it.

158. If the pledged chattel is in danger of spoiling, both the creditor and the pledgor may request

permission from the court of first instance to sell it and to deposit the amount received in a

bank as security to the creditor.

159. A creditor shall be entitled to preferential satisfaction from the pledged chattel's price through

forcible execution only if he has not returned it to the debtor. The chattel shall be deemed

returned if it is in the debtor's possession.

160. Where a secured claim is monetary or liquidated damages in cash have been agreed for it, if the

pledge is created by a contract in writing or is provided by operation of law for securing claims

which arise from a contract in writing, the creditor may petition the court to issue a writ of

execution on the basis of the contract. In that case the rules for issuing writs of execution for

mortgage deeds shall apply.

(Paragraph 2 repealed, SG No. 12/1993).

161. The provisions of this chapter shall not repeal the special provisions of other laws on creation

and effects of pledges.

c) Pledge on Claims

162. (Amended, SG No. 12/1993) Transferable claims may be pledged. A contract for pledging a

claim may not be pleaded against third parties if the debtor was not informed of the pledge;

where a secured claim exceeds 5,000 levs the provision of Article 152, paragraph 2 shall also

apply.

163. A pledgor must hand over to the pledgee the documents, which prove the pledged claim, if

such exist.

164. A creditor who has a pledge on a claim must carry out all acts required to preserve it.

He shall be obliged to collect the interest on the pledged claim, as well as the principal should

it become due.

Anything collected by the creditor pursuant to the preceding paragraph shall be kept by him as

a pledge. If it is in cash, the amount shall be deposited in a bank as security for the creditor.



165. A creditor who has a pledge on a claim may acquire a writ of execution pursuant to the terms

and procedures set forth in Article 160, and shall be satisfied preferentially in accordance with

the procedure for reversal of execution on a claim.

d) Mortgage

166. (Amended, SG No34/2000) A mortgage shall be created through registration into the property

register by a contract or by operation of law.

It may be established only with respect to singularly specified properties and for a specific sum

of money.

167. A mortgage contract shall be concluded with a title deed.

It shall indicate: the full names, domicile and occupation of the creditor and the debtor, as well

as of the owner of the property if the mortgage is created for another's obligation, and if any of

the above parties is a legal person -- its trade name; the property on which the mortgage is

created; the secured claim, its maturity and the interest rate if interest is agreed, as well as the

amount for which the mortgage is created if the claim is non-monetary.

A mortgage may be created only on property, which belongs to the mortgagor at the time when

the contract is concluded.

168. A mortgage by operation of law shall be created:

1. in favour of an alienator of immovable property -- on the alienated property as security for

his claim under the contract, and

2. in favour of the co-partitioner to whom a supplementing of the share is due -- on

immovable property left in the share of a co-partitioner who owes the supplementing of the

share.

The mortgage by operation of law shall be registered upon the creditor's application, attached

to which shall be the deed for alienation or partition. The application shall contain all the data

set forth in Article 167, paragraph 2.

169. (Paragraph 1, Repealed, SG No34/2000)

A mortgage shall receive its rank upon its registration.

170. The creation of a mortgage shall be invalid if either in the mortgage contract, in the application

for creation of a mortgage by operation of law, or in the deed pursuant to which it is filed there



is uncertainty as to the identity of the creditor, the owner or the debtor, the identity of the

property and the secured claim, or the amount of the sum for which the mortgage is created.

171. (Amended, SG No34/2000)In order to have effects with respect to the mortgage, the transfer

and pledging of a claim secured by mortgage, the assumption of such a claim and the

imposition of an attachment on it, as well as its novation and substitution in obligation, must be

effected in writing with notarised signatures and noted down in the registration into the

property register.

172. The registration shall be valid for 10 years from the date on which it was made. It may be

extended, if the registration is renewed, before the expiration of the above period.

Should the time period expire and no renewal is made the mortgage may be registered anew. In

that case it shall be ranked as from the new registration.

The registration shall be renewed upon an application to which a copy of the contract or a copy

of the application for creating the mortgage must be attached.

173. A creditor whose claim is secured by a mortgage shall be entitled to be satisfied preferentially

from the mortgaged property's price, irrespective of whose ownership it is.

The right to a preferential satisfaction shall also cover the income from the property from the

date on which the owner must account under forcible execution such income pursuant to the

Code of Civil Procedure.

If a claim is for a specific amount of money, or if liquidated damages in cash have been agreed

for it, the creditor may petition the court to issue a writ of execution on the basis of the deed for

the registration of the mortgage.

174. The mortgage shall secure the claim irrespective of any changes that may have occurred in the

latter, but only to the amount covered by the registration. However, if it is noted that the claim

is interest-bearing, the mortgage shall also secure the interest for the two years preceding the

year of serving a writ of summons for voluntary performance on the owner, for the current year

and for all the following years until the date of sale of the property. In addition, the mortgage

shall secure the creditor's claims for expenses incurred for its creation and renewal, and court

and execution expenses.

175. Upon public sale of the property all mortgages on it, as well as all real rights created after the

first mortgage, shall be extinguished. Mortgagees shall be entitled to a preferential satisfaction

from the price in the order of their mortgages.



(Amended, SG No34/2000)A mortgage may be preserved upon the public sale of a property if,

with the mortgagee's consent, the buyer assumes the secured obligation. In that case the

protocol with which the executive magistrate certifies that consent shall be noted down in the

registration into the property register.

176. Should a third party bearing no personal obligation on the secured claim acquire the mortgaged

property and afterwards that property is sold at a public auction, the real rights which he had

over the said property before acquiring its ownership shall be restored ex lege with the

exception of mortgages. For the latter he shall participate in the price distribution according to

their order.

177. If the owner of a sold mortgaged property bears no personal obligation, he shall be entitled to

receive from the property's price before the mortgagees compensation for any necessary

expenses he has incurred for the said property, as well as for any increase in its value due to his

useful expenses.

He shall be liable before the mortgagees for any damage caused to the property because of his

gross negligence.

178. A person who purchases a mortgaged property from the debtor under the secured claim without

assuming the obligation may pay the mortgagee up to the amount of the price he owes. In that

case, with respect to the creditors whose mortgages have been created before he purchased the

property, he shall be deemed to have assumed the rights of the satisfied creditor.

179. The registration of a mortgage shall be deleted on the basis of the creditor's consent, which

must be certified by a notary public, or on the basis of an effective court ruling.

(Amended, SG No34/2000)The deletion shall be made upon an application to which the deed

of consent or a copy of the effective court ruling is attached. It shall be noted in the margin of

the mortgaged property parcel.

The deletion shall extinguish the mortgage. But if the deed on the basis of which the deletion

was performed is declared null and void, the mortgage may be registered anew. In that case, it

shall be ranked from the date of the new registration.

5. Security before a court

180. Where the law provides for providing security before a court, the said security may be a

deposit in cash or government securities, or a mortgage.



The value of the securities and immovable property shall be estimated at 20 per cent below

their market value.

181. A pledge shall be created by depositing cash or securities in a bank.

A mortgage shall be created by registering the certified by a notary public consent of the owner

of the immovable property.

The pledged cash and securities shall be returned to the pledgor and the mortgage shall be

extinguished by order of the court before which the security was provided.

182 The rules set out in Articles 180 and 181 shall also apply where the law stipulates that security

be provided before another state institution; in that case the court's acts shall be performed by

the state institution before which the security was provided.
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