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The banking sector in Bulgaria 
must consider new statutory limi-
tations 

A recent amendment to the Bulgarian Obligations 

and Contracts Act introduced the concept of an 

absolute statutory limitation period into Bulgarian 

private law. As of June 2021, monetary claims 

against natural persons will as a rule expire after 

an “absolute” limitation period of 10 years. While 

the concept of an absolute statutory limitation pe-

riod has long been established in the public law 

domain (e.g. with regard to tax claims), this is the 

first time it has been implemented in relation to 

civil law claims. As Bulgarian law lacks a concept 

of personal bankruptcy, the change is largely 

seen as introducing an alternative concept into 

Bulgarian law with an outcome similar to personal 

bankruptcy. 

The new rules 

Essentially, the new rule stipulates that all mone-

tary claims of creditors against natural persons 

expire after a period of ten years, except when 

the obligation has been rescheduled or deferred. 

Certain claims are outside of the scope of the ab-

solute statutory limitation period, including claims 

arising out of torts, certain employment-related 

claims, some claims connected to the commercial 

activity of individuals, etc. 

Based on the general limitation rules, the abso-

lute limitation period stops running for the dura-

tion of court proceedings. However, creditors 

should keep in mind that – unlike the ordinary lim-

itation period – the absolute statutory limitation 

period is not interrupted by the commencement 

of enforcement proceedings. 

The amendments originally provided for retroac-

tive applicability of the new rule. However, this 

rule was declared unconstitutional by the Bulgar-

ian Constitutional Court. Therefore, the absolute 

limitation period for existing monetary claims will 

not be applied retroactively. 

Consequences for financial institutions 

The new rule has not received a warm welcome 

from the financial sector. It is widely seen as al-

lowing defaulting debtors to delay enforcement 

proceedings until the expiration of the limitation 

period. This requires increased caution on the 

part of banks, potentially compelling them to re-

quire additional collateral in relation to loans. In 

their view, the anticipated negative effect is two-

fold: increasing the administrative burden for 

banks and restricting access to credit for individ-

uals.  

In the aftermath of the legislative amendment, fi-

nancial institutions would be well advised to adopt 

certain changes to their internal procedures. The 

fact that the absolute limitation period is not inter-

rupted by and continues to run during enforce-

ment proceedings essentially means that credi-

tors need to be prepared to take active steps to-

wards obtaining an enforcement title early on in 

the process. In addition, the recent amendments 

are likely to have a considerable impact on trans-

actions with portfolios of defaulting consumer 

loans. 
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