Disclaimer: The English language text below is provided by the Translation and Terminology Centre for information only; it confers no rights and imposes no obligations separate from those conferred or imposed by the legislation formally adopted and published. Only the latter is authentic. The original Latvian text uses masculine pronouns in the singular. The Translation and Terminology Centre uses the principle of gender-neutral language in its English translations. In addition, gender-specific Latvian nouns have been translated as gender-neutral terms, e.g. chairperson.


Republic of Latvia

Cabinet

Regulation No. 395

Adopted 19 June 2007

Procedures for the Issue and Servicing of State Loans
Issued pursuant to 
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I. General Provisions

1. These Regulations prescribe the procedures for the issue and servicing of State loans.

II. Procedures for the Issue of State Loans to Local Governments and Changes in the Conditions of Loans

2. The Treasury shall issue a State loan to local government in accordance with the extract of the minutes of the Local Government Loans and Guarantee Control and Supervision Council meeting.

 

3. The Treasury shall issue a loan of financial stabilisation in accordance with the order of the Minister for Finance regarding granting of a loan to local government.

 

4. The Treasury shall co-ordinate the conditions of the loans with local government.

 

5. The Minister for Finance shall authorise the Treasury to enter into a contract regarding the issue and servicing of the State loan.

 

6. The conditions of a loan may be changed on the basis of the extract of the minutes of a Local Government Loans and Guarantee Control and Supervision Council meeting or the order of the Minister for Finance.

 

7. The Treasury shall enter into a contract with local government regarding changes in the loan contract, on the basis of the order of the Minister for Finance, within a period of 15 working days after receipt of the extract of the minutes of the Local Government Loans and Guarantee Control and Supervision Council meeting or the receipt of the order of the Minister for Finance.

III. Procedures for the Issue of State Loans to the Executor of the State Special Budget and Sub-programme “Crediting of Students and Studies” and the Changes in the Conditions of Loans

8. In order to receive the State loan, the executor of the State special budget or sub-programme “Crediting of Students and Studies” shall submit a request for a loan to the Treasury by 30 December of the current year. The purpose of the loan, the sum and currency of the loan, the type of interest rate (fixed, variable) applicable to the loan, the planned term and schedule for repayment of the loan shall be indicated in the request.

 

9. The Treasury shall co-ordinate the conditions of the loan contract with the executor of the State special budget or sub-programme “Crediting of Students and Studies”.

 

10. The Minister for Finance shall authorise the Treasury to enter into a contract regarding the issue and servicing of the State loan.

 

11. In order to change the conditions of the loan, the executor of the State special budget or sub-programme “Crediting of Students and Studies” shall submit to the Treasury:


11.1. the submission in which the reason of the change in the conditions of the loan and economic justification thereof are indicated;


11.2. the specified schedule of repayment of the loan if changes in the loan contract are related to changes in the schedule of repayment; and


11.3. the opinion of the ministry for the sector regarding the necessity and usefulness of the changes in the conditions of the loan.

 

12. The Treasury, within a period of 10 working days, shall evaluate the documents referred to in Paragraph 11 of these Regulations and shall provide an opinion. The documents together with the opinion shall be submitted to the Minister for Finance for the taking of a decision.

 

13. If the Minister for Finance takes a decision to refuse the changes in the conditions of the loan, the Treasury, within a period of 10 working days after the receipt of the decision of the Minister for Finance, shall notify in writing regarding that the executor of the State special budget or sub-programme “Crediting Students and Studies”, specifying the reason of the refusal.

 

14. If the Minister for Finance takes a decision regarding changes in the conditions of the loan, the Treasury, on the basis of the authorisation by the Minister for Finance, within a period of 15 working days after the receipt of the decision, shall enter into a contract with the executor of the State special budget or sub-programme “Crediting of Students and Studies” regarding changes in the loan contract.

IV. Procedures for the Issue of State Loans to Bodies Financed from the Budget, Capital Companies, Associations or Foundations and the Changes in Conditions of Loans

15. The body financed from the budget, capital company, association or foundation, not later than by 15 October of the current year, shall submit to the Treasury documents for the receipt of the State loan. If after the date referred to changes have been made in the State Budget Law for the current year that provide the issue of a new State loan, the documents shall be submitted according to the entry into force of the relevant law, but not later than by 1 December of the current year.

 

16. In order to receive a State loan, the body financed from the budget, capital company, association or foundation shall submit the following documents to the Treasury:


16.1. the request of a loan. The purpose of the loan or the name of the project, the sum and currency of the loan, the type of interest rate (fixed, variable) applicable to the loan, the planned term and schedule of repayment of the loan shall be indicated in the request.


16.2. the annual report of the previous year inspected by a sworn auditor or the State control;


16.3. the business plan of the project for the implementation of which it is planned to use the State loan;


16.4. the information regarding the expected security for the loan (documents confirming the rights of ownership and the evaluation of the property);


16.5. the copy of the registration certificate of the body financed from the budget, capital company, associations or foundation and the copies of articles of association, regulations or equivalent documents justifying the activity thereof, providing the originals of the documents referred to;


16.6. the opinion of a sworn auditor regarding the possibility of repayment of the loan; and


16.7. the opinion of the ministry for the sector regarding the economic significance of the project and information regarding the policy of the ministry for the sector for the support of implementation of the project.

 

17. The Treasury, within a period of 10 working days, shall evaluate the documents referred to in Paragraph 16 of these Regulations and other documents or information that has been obtained from other bodies financed from the State budget.

 

18. If necessary, the Treasury shall request additional documents or information that is related to the economic or financial activity of the body financed from the budget, capital company, association or foundation and may affect the repayment of the loan. The body financed from the budget, capital company, association or foundation shall submit the documents or information referred to, within a period of 20 working days after the receipt of a request.

 

19. The Treasury shall evaluate the documents referred to in Paragraphs 17 and 18 of these Regulations and shall provide an opinion. The documents together with the opinion shall be submitted to the Minister for Finance for the taking of a decision.

 

20. If the Minister for Finance takes a decision to refuse the granting of a State loan, the Treasury, within a period of 10 working days after the receipt of the decision of the Minister for Finance, shall notify in writing regarding that the body financed from the budget, capital company, association or foundation, specifying the reason of a refusal.

 

21. If the Minister for Finance takes a decision regarding granting of a State loan, the Treasury shall co-ordinate the conditions of the loan with the body financed from the budget, capital company, association or foundation.

 

22. The Minister for Finance shall authorise the Treasury to enter into a contract regarding the granting and servicing of a State loan, as well as the contract for the security for a loan.

 

23. In order to change the conditions of a loan, the body financed from the budget, capital company, association or foundation shall submit to the Treasury:


23.1. the submission in which the reason and economic justification for the change in the conditions of the loan have been indicated;


23.2. the clarified schedule of repayment of the loan if changes in the loan contract are related to changes in the schedule of repayment;


23.3. the updated business plan;


23.4. the opinion of a sworn auditor regarding the financial state of the body financed from the budget, capital company, association or foundation and the possibilities of repayment of the loan;


23.5. the balance sheet, calculation of profit and loss, statement regarding tax debts;


23.6. if changes in the security are foreseen, information regarding the intended security for the loan (documents confirming the rights of ownership and the evaluation of the property) shall be submitted; and


23.7. the opinion of the ministry for the sector regarding the necessity and usefulness of the changes in the conditions of the loan.

 

24. The Treasury, within a period of 10 working days, shall evaluate the documents referred to in Paragraph 23 of these Regulations and other documents or information that is related to the economic or financial activity of the body financed from the budget, capital company, association or foundation and may affect the repayment of the loan. If necessary, the Treasury shall request additional documents. The body financed from the budget, capital company, association or foundation shall submit the documents referred to, within a period of 20 working days after the receipt of a request.

 

25. The Treasury shall evaluate the documents referred to in Paragraph 24 of these Regulations and shall provide an opinion. The documents together with the opinion shall be submitted to the Minister for Finance for the taking of a decision.

 

26. If the Minister for Finance takes a decision to refuse the changes in the conditions of the loan, the Treasury, within a period of 10 working days after the receipt of the decision of the Minister for Finance, shall notify in writing regarding that the body financed from the budget, capital company, association or foundation, specifying the reason of a refusal.

 

27. If the Minister for Finance takes a decision regarding change of the conditions of the loan, the Treasury, on the basis of the authorisation by the Minister for Finance, shall enter into an agreement regarding changes in the loan contract and if there are changes in the security, shall make amendments in the security contract or shall enter into a new contract of loan security with the body, capital company, association or foundation financed from the budget.

V. Determination of the Loan Interest and Loan Interest of the Risk

28. For the granted but not yet repaid loan, the local government, the executor of the State special budget, the executor of the sub-programme “Crediting of Students and Studies”, the body financed from the budget, capital company, association or foundation shall pay the loan interest intended in the loan contract. The Minister for Finance shall determine the interest rate of a loan, using one of the following methods:


28.1. the fixed and variable interest rate for loans in local currency shall be determined on the basis of the State internal loan rates of the yield of stocks of the relevant term that have been determined in the primary distribution of these stocks. If, within a period of three months prior to the day of entering into a loan contract, the issue of stocks in the relevant term has not taken place, such rate shall be applied to the loan which shall be determined on the basis of indicative quotations of the participants of the Latvian financial market, selected freely by the Treasury;


28.2. the fixed and variable interest rate for loans in foreign currency shall be determined in conformity with the actual level of the expenses for the involvement of resources of such type of the Treasury, if the conforming loan rate of the Treasury has been determined within a period of the last three months until the day of entering into the loan contract or the possible level, on the basis of indicative quotations of the participants of the international financial market, selected freely by the Treasury;


28.3. the interest rates for loans in local currency shall be determined for the period that conforms with the primary term of the stocks of the State internal loan. The loan rate for each following period shall be determined on the final working day of the previous period, on the basis of the same primary term of the rates of the yield of stocks of the State internal loan or the rate of indicative quotation that has been determined in conformity with the method referred to in Sub-paragraph 28.1 of these Regulations; and


28.4. the fixed interest rates for loans in foreign currency shall be determined for the whole term of the loan in conformity with the actual or possible fixed rate of the same term of the Treasury loan rate. The variable interest rate for the loans in foreign currency shall be determined in each period of rate fixation in conformity with the conditions of the loan interest rate fixation of the actual or possible variable rate of the Treasury.

 

29. The Treasury shall publish the current interest rates of the loans in local and foreign currency on the Internet home page of the Treasury, within a period of one working day after the date of account of the issue of stocks of the State internal loan or after the determination of the indicative quotation rate.

 

30. Within the duration period of the loan contract, the body financed from the budget, capital company, association or foundation shall pay loan interest of the risk. The amount of rate up to 2.5% per year from the loan balance shall be determined by the Minister for Finance after the evaluation of the documents necessary for the issue of a loan, taking into account the following criteria:


30.1. the type of ownership and legal status of the body financed from the budget, capital company, association or foundation;


30.2. the liabilities;


30.3. the profitability of assets;


30.4. the risk of the project;


30.5. the credit enhancement; and


30.6. the liquidity.

 

31. Within the duration period of the loan contract regarding the granted but not repaid loan, the local government, the body financed from the budget, capital company, association or foundation shall pay a servicing payment in accordance with the price-list of the charged-for services of the Treasury specified in regulatory enactments.

 

32. The amount of the loan interest of the risk and the servicing payment shall be included in the loan contract.

VI. The Procedures for the Servicing of State Loans

33. Until the complete use of the loan, the body financed from the budget, capital company, association or foundation shall once a year by 1 June submit to the Treasury an opinion by a sworn auditor regarding the use of the loan in conformity with the purpose of the loan.

 

34. Each year by 1 June, within the duration period of the loan contract, the body financed from the budget, capital company, association or foundation shall submit to the Treasury a report of the previous year inspected by a sworn auditor or the State control.

 

35. Until the complete repayment of the loan, the body financed from the budget, capital company, association or foundation, within a period of 15 working days after the end of the current quarter, shall submit to the Treasury the balance sheet or the calculation of profit or loss.

 

36. The Treasury shall:


36.1. disburse the State loans in accordance with the entered into contracts in conformity with the amount for the current year specified in the State Budget Law;


36.2. prepare and send the accounts to local governments, executors of the State special budget, executors of the sub-programme “Crediting of Students and Studies” and bodies financed from the budget, capital companies, associations or foundations regarding the performance of liabilities of the loan in accordance with the entered into contracts;


36.3. within a period of 10 working days after the end of the current quarter, inform local governments, executors of the State special budget, executors of the sub-programme “Crediting of Students and Studies”, bodies financed from the budget, capital companies, associations or foundations regarding the change in the loan interest rate;


36.4. supervise the execution of the liabilities of the loan of the local government, the executor of the State special budget, the executor of the sub-programme “Crediting of Students and Studies”, the body financed from the budget, capital company, association or foundation;


36.5. analyse the documents referred to in Paragraphs 33, 34 and 35 of these Regulations in order to keep up the financial state of the body financed from the budget, capital company, association or foundation and to determine the possibility of repayment of the loan;


36.6. keep the entered into contracts of loans and security and maintain registers of the contracts of loans and securities; and


36.7. maintain the financial account of the State loans, registering all liabilities and comparing data with local governments, executors of the State special budget, executors of the sub-programme “Crediting of Students and Studies”, bodies financed from the budget, capital companies, associations or foundations, as well as settle accounts of the State budget.

 

37. The Treasury has the following rights:


37.1. to organise audits, if when evaluating the documents referred to in Paragraphs 33, 34 and 35 of these Regulations, a conviction regarding the actual economic and financial state of the body financed from the budget, capital company, association or foundation has not been obtained; and


37.2. to request immediate and complete repayment of the loan from the body financed from the budget, capital company, association or foundation, if:



37.2.1. it has not settled any of the payments in accordance with the conditions of the entered into loan contract or has performed it partly; or



37.2.2. after the audit referred to in Sub-paragraph 37.1 of these Regulations, a negative opinion of the auditors has been received regarding the financial state of the body financed from the budget, capital company, association or foundation.

 

 

Prime Minister

A. Kalvītis

 

Minister for Finance

O. Spurdziņš
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