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Republic of Latvia

Cabinet

Regulation No 608

Adopted 16 August 2005 

Procedures by which a Loan Guarantee is Provided to Families with Children for Acquisition or Construction of Living Quarters (Housing)
Issued pursuant to

Section 14, Paragraph one, Clause 3

of the Law on Structure of the Cabinet

1. These Regulations prescribe the procedures by which families with children (hereinafter – a borrower) shall be provided with a loan guarantee for the acquisition or construction of living quarters (housing) (hereinafter - guarantee).

2. A guarantee shall be issued and administered by the State stock company “Latvian Mortgage and Land Bank” (hereinafter – Mortgage bank).

3. The Mortgage bank may issue a guarantee, if:

3.1. a mortgage loan (hereinafter – loan) is issued by a credit institution or financial institution (hereinafter - lender) registered in the Republic of Latvia which has entered into a co-operation agreement with the Mortgage bank and is entitled to issue loans; or

3.2. the purpose of utilisation of a loan is the acquisition or construction of living quarters (housing).

4. The Mortgage bank in accordance with the conditions (Annex) of guarantee shall issue a guarantee when:

4.1. a lender has granted a loan or confirmed in writing, that a loan will be granted;

4.2. The Mortgage bank has received an application for a loan guarantee to which a copy of a birth certificate of at least one minor child is appended.

5. The Mortgage bank shall examine an application for the loan guarantee referred to in Sub-paragraph 4.2 of these Regulations within five working days and the documents appended thereto and take a decision regarding the granting of a guarantee or a refusal to grant a guarantee.

6. Within two working days after the taking of the decision referred to in Paragraph 5 of these Regulations the Mortgage bank shall send a copy of the  decision to a lender.

7. A guarantee shall not be issued , if:

7.1. the documents referred to in Sub-paragraph 4.2 of these Regulations have not been submitted to the Mortgage bank;

7.2. a lender has granted a loan for repayment of another loan; or

7.3. the Mortgage bank has not received a payment for issuance of a guarantee referred to in Paragraph 12 of these Regulations.

8. Amount of guarantee shall be expressed as an amount of money in such currency in which a loan has been granted. When a borrower repays a loan, the amount of guarantee granted shall be reduced by the part of the principal amount of the loan repaid. The initial amount of a guarantee shall be determined using the following formula:
G = A – 0,75 x V where

G – amount of guarantee;

A – amount of loan granted;

V – pledge value of the living quarters (housing).

9. Amount of guarantee referred to in Paragraph 8 of these Regulations may not exceed 1500 lats or equivalent of this amount in another currency.

10. A guarantee shall be issued for a period of time not exceeding 10 years.

11. A borrower in accordance with these Regulations may  only receive one guarantee for the acquisition or construction of one set of living quarters (housing).

12. A single payment in the amount of 2,5 % of the amount of guarantee granted shall be specified for the issuance of a guarantee. A borrower or a lender shall pay such payment to the Mortgage bank.

13. The Mortgage bank shall once in a quarter, but not later than on 25 January, 25 April, 25 July and 25 October  submit a report to the Ministry of Regional Development and Local Government Matters regarding guarantees issued. 
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Annex
 Cabinet Regulation No. 608

16 August 2005

Conditions of Guarantee 

1. A guarantee shall be considered as additional security and  such guarantee shall not exempt the lender from the possible risk of loss and duty to fulfil obligations.
2. Interest on a loan, late payment interest, penalties and payments or loans of other types, which have arisen for a lender, shall not be compensated by a guarantee agreement.

3. A lender and the Mortgage bank, in entering into a co-operation agreement, shall provide therein a lender’s duty to submit to the Mortgage bank signed copies of the  guarantee agreement and other agreements related to a loan, attesting the conformity thereof with the original.

4. A guarantee shall lose effect, if:

4.1. a lender has provided false information to the Mortgage bank, which has affected a decision regarding the granting of a guarantee;

4.2. a borrower has not paid a payment for issuance of a guarantee;

4.3. a lender cedes the right to claim arising from a loan to a third person;

4.4. a lender has violated conditions of the co-operation agreement and has not eliminated violations within a month after the receipt of a warning in writing from the Mortgage bank; and

4.5. a borrower has repaid a loan.

5. The Mortgage bank and a lender shall agree in a co-operation agreement regarding the procedures for issuance of a guarantee, as well as other matters related to issuance of a guarantee not regulated in this Annex. A co-operation agreement may specify additional criteria for loan conformity, if they reduce the risks related to issuance of a guarantee and are not in conflict with these conditions.

6. The part of the principal amount unrequited by a borrower, which is paid to the lender by the Mortgage bank in accordance with a guarantee agreement (hereinafter – compensation), shall be disbursed in a currency in which a loan has been granted.

7. A lender may request a disbursement of compensation, if he or she has turned against a borrower with a claim to fulfil payment obligations of a loan agreement, but the referred to claim has not been satisfied within the specified period of time, therefore a lender has requested fulfilment of all obligations indicated in a loan agreement. 

8. In order to receive  compensation, a lender shall submit an application for disbursement of compensation to the Mortgage bank before realisation of a pledge and offer to take the borrower’s obligations in cession. The Mortgage bank and a lender shall agree on form, content and procedures for submission of an application for disbursement of compensation in a co-operation agreement.

9. If the Mortgage bank refuses to take borrower’s obligations in cession, a lender shall collect the loan and realise the pledge. The Mortgage bank shall disburse compensation to a lender only then, if the monies obtained after collection of a loan and realisation of a pledge are insufficient for the repayment of the principal amount of a loan. 

10. Penalties and other payments similar to a penalty shall not be calculated for a loan subject to disbursement of compensation from the  day when a lender submits an application for disbursement of compensation.

11. After receipt of compensation a lender has to inform the Mortgage bank regarding any recovery of payments, which are to be directed towards the  discharge of obligations arising from a loan.

12. The funds recovered from a borrower obtained after disbursement of compensation shall be divided between the  lender and the Mortgage bank in accordance with the  co-operation agreement entered into. The duty of a lender is to transfer the funds recovered to the Mortgage bank in a currency in which the  compensation has been disbursed.

13. The Mortgage bank has the right to receive a full compensation of losses in accordance with the procedures specified in regulatory enactments for the compensation disbursed.
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