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Republic of Latvia

Cabinet

Regulation No. 311

Adopted 30 March 2010

Regulations Regarding the Number of Members of the Board of Directors of State or Local Government Capital Companies, the Remuneration of a Member of the Council and Board of Directors, Representative of a Holder of Capital Shares of a Local Government and the Responsible Employee

Issued pursuant to

Section 14, Paragraph six, Section 36.1, Paragraph two,

Section 61, Paragraphs one and three,

Section 94, Paragraph one, Section 96, Paragraph two,

Section 98.21, Paragraph two and

Paragraphs 45, 46 and 47 of Transitional Provisions of

the Law On State and Local Government Capital Shares and Capital Companies

1. This Regulation prescribes:

1.1. the following in relation to a State or local government capital company (hereinafter – capital company):

1.1.1. the number of members of the board of directors;

1.1.2. remuneration of members of the council and board of directors;

1.1.3. remuneration of representatives of holders of capital shares of a local government and the responsible employees;

1.1.4. the coefficient applicable for determining the monthly remuneration of a member of the board of directors according to the criteria characterising the size of the capital company (net turnover, sum total of the balance sheet, number of employees);

1.1.5. the amount of funds which may be transferred by a local government capital company to the holder of capital shares in order to disburse a monthly remuneration to representatives of a holder of capital shares and the responsible employees;

1.2. [1 January 2012 / see Paragraph 19].
2. In order to determine the number of members of the board of directors of a capital company, the monthly remuneration of the council and board of directors, as well as the monthly remuneration of representatives of a holder of capital shares of a local government and the responsible employees, capital companies shall be divided into four groups (Annex):

2.1. small;

2.2. medium;

2.3. large;

2.4. particularly large.

3. The size of a capital company shall be characterised by the following criteria:

3.1. the average number of employees. It shall be determined by adding the employees working in the capital company on the basis of an employment contract on the last day of each month of the accounting year and by dividing the sum by the number of months in the accounting year (hereinafter – average number of employees);

3.2. financial indicators:

3.2.1. the sum total of the balance sheet;

3.2.2. the net turnover according to the last approved annual report, deducting the grant from the State budget (hereinafter – net turnover).

3.1 It shall be assumed that for a newly founded capital company the criteria referred to in Paragraph 3 of this Regulation until approval of the report of the first year are the planned criteria characterising the size of the capital company for the first accounting year.

[11 March 2014]
4. Once a year after approval of the annual report the average number of employees shall be determined in a capital company, the financial indicators (the sum total of the balance sheet and net turnover) shall be assessed and the capital company shall be classified in the relevant group:

4.1. according to the average number of employees:

4.1.1. if at least one financial indicator is in the same group as the average number of employees;

4.1.2. if both financial indicators are in a higher group than the average number of employees, except the case referred to in Paragraph 4.1 of this Regulation;

4.1.3. if at least one financial indicator is in a lower, but the other – in a higher group than the average number of employees;

4.2. according to the highest financial indicator, if they both are in a lower group than the average number of employees.

[11 March 2014]
4.1 If in assessing the criteria characterising the size of a capital company referred to in Paragraph 3 of this Regulation the average number of employees conforms to a group “small”, but at least one of the financial indicators – to a group “particularly large”, then the capital company shall be classified in the group “medium”.

[11 March 2014]
5. The number of members of the board of directors of a capital company shall be determined in accordance with Annex to this Regulation.

6. The monthly remuneration shall be determined for a chairperson of the board of directors of a capital company, applying a coefficient in accordance with Annex to this Regulation. The chairperson of the board of directors shall be determined a single monthly remuneration for work in the board of directors and fulfilment of the official duties in the capital company, except the chairperson of the board of directors in a capital company net turnover of the preceding year of which exceeds 57 million euros and in a capital company which operates as a financial institution within the meaning of the Credit Institution Law.

[27 November 2012; 17 September 2013; 11 March 2014]
6.1 If in accordance with Paragraph 6 of this Regulation the chairperson of the board of directors of such capital company, net turnover of the preceding year of which exceeds 57 million euros or which operates as a financial institution within the meaning of the Credit Institution Law, also receives monthly remuneration for the fulfilment of additional official duties in the capital company, the total amount of remuneration thereof may not exceed the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau, which has been approximated to full euros and which has been applied a coefficient not exceeding 10, and the proportion of remuneration for the fulfilment of the official duties of the chairperson of the board of directors in the total remuneration is not less than 60% from the total remuneration.

[15 January 2013; 17 September 2013; 11 March 2014]
6.2 The following criteria shall be taken into account in determining the coefficient referred to in Paragraph 6.1 of this Regulation:

6.2 1. the average remuneration in the sector and average level of remuneration of members of the board of directors of capital companies of similar size (net turnover, sum total of the balance sheet, number of employees);

6.2 2. performance results of the capital company in the previous accounting year;

6.2 3. fulfilment of a medium-term performance strategy and performance results of the capital company according to the specific economic objectives defined and specific (sectoral policy) objectives.

[15 January 2013]
7. A member of the board of directors of a capital company shall be determined a monthly remuneration in the amount of up to 90 per cent from the monthly remuneration of the chairperson of the board of directors. A member of the board of directors shall be determined a single monthly remuneration for work in the board of directors and fulfilment of official duties in the capital company, applying the exceptions referred to in Paragraph 6 of this Regulation.

[27 November 2012]
7.1 The chairperson of the board of directors and a member of the board of directors shall need a consent of the meeting of stockholders or meeting of shareholders for receipt of monthly remuneration for fulfilment of official duties in the capital company in which he or she holds the office of the chairperson of the board of directors or a member of the board of directors.

[27 November 2012]
7.2 If the exceptions referred to in Paragraph 6 of this Regulation apply to a member of the board of directors of a capital company, the total remuneration for the member of the board of directors who also receives a monthly remuneration for fulfilment of official duties in a capital company may not exceed 90 per cent from the total remuneration of the chairperson of the board of directors which has been determined in accordance with Paragraph 6.1 of this Regulation, and the proportion of the remuneration for fulfilment of official duties of a member of the board of directors shall be not less than 60% from the total remuneration.

[15 January 2013]
7.3 In determining the percentage amount referred to in Paragraph 7.2 of this Regulation the contribution of the relevant member of the board of directors in fulfilment of the criteria referred to in Paragraph 6.2 of this Regulation shall be taken into account.

[15 January 2013]
8. The chairperson of the board of directors and a member of the board of directors of a capital company may receive a bonus if the capital company does not have tax debts or has had profit or there has been no profit, however, the losses were planned in order to implement the development (investment) programme of the capital company, and they are not the result of unlawful activities of or failure to act by the board of directors. The bonus shall be disbursed once a year after approval of the annual account, and it may not exceed the amount of one monthly remuneration of the chairperson of the board of directors or a member of the board of directors of a capital company accordingly.

9. The monthly remuneration of the chairperson of the council of a capital company shall be determined in the amount of up to 20 per cent from the monthly remuneration of the chairperson of the board of directors, but not less than the minimum monthly work remuneration determined in the State.

10. The monthly remuneration of the deputy chairperson of the council and a member of the council of a capital company shall be determined in the amount of up to 15 per cent from the monthly remuneration of the chairperson of the board of directors, but not less than the minimum monthly work remuneration determined in the State.

11. Bonuses shall not be disbursed to the chairperson of the council, deputy chairperson of the council and member of the council of a capital company.

12. The local government council shall determine the monthly remuneration for a representative of the holder of capital shares in accordance with Annex to this Regulation. Bonuses shall not be disbursed to the representative of the holder of capital shares for fulfilment of his or her duties in the capital company.

13. The local government council shall determine the monthly remuneration for the responsible employee of the local government in accordance with Annex to this Regulation. Bonuses shall not be disbursed to the responsible employee for fulfilment of his or her duties in the capital company.

14. A capital company shall transfer the monthly remuneration to the representative of the holder of capital shares and the responsible employee once a month to the bank account indicated by the relevant representative or employee of the holder of capital shares.

15. After prior co-ordination with a holder of capital shares of the local government a capital company may transfer funds to him or her in order to disburse remuneration to the representative of the holder of capital shares of the local government and the responsible employee. The amount of remuneration shall be calculated, using the following formula:
N = A x D x M, where

N – the amount of the funds to be transferred;

A – the monthly remuneration of the representative of the holder of capital shares of the local government or the responsible employee;

D – State social insurance mandatory contributions of the employer;

M – the number of months (not more than 12 months) for which remuneration from the funds transferred by the capital company will be disbursed.

16. If a capital company transfer funds to a holder of capital shares of the local government in order to disburse remuneration to the representative of the holder of capital shares and the responsible employee, the referred-to funds shall be accounted as own revenue of the holder of capital shares of the local government.

17. [1 January 2012 / See Paragraph 19]

17.1 [1 January 2012 / See Paragraph 19]

18. Cabinet Regulation No. 411 of 5 May 2009, Regulations Regarding the Number of Members of the Board of Directors of State or Local Government Capital Companies, the Remuneration of a Member of the Council and Board of Directors, Representative of a Holder of Capital Shares of a Local Government and Responsible Employee (Latvijas Vēstnesis, 2009, No. 73), is repealed.

19. Sub-paragraph 1.2, Paragraphs 17 and 17.1 of this Regulation shall be force until 31 December 2011.

[13 April 2010]
20. This Regulation shall come into force on 1 April 2010.

Prime Minister






V. Dombrovskis

Minister for Finance






E. Repše

Annex

Cabinet Regulation No. 311

30 March 2010

Number of Members of the Board of Directors of State or Local Government Capital Companies, the Coefficient Applicable to Determination of the Monthly Remuneration of the Chairperson of the Board of Directors, the Maximum Amount of the Monthly Remuneration of a Representative of a Holder of Capital Shares of a Local Government and the Responsible Employee According to the Division of State or Local Government Capital Companies

[17 September 2013]
	No.
	Division of State or local government capital companies
	Criteria
	Coefficient applicable to determination of the monthly remuneration of the chairperson of the board of directors
	Maximum amount of the monthly remuneration of a representative of the holder of capital shares of a local government (euros)
	Maximum amount of the monthly remuneration of the responsible employee of the local government
	Number of members of the board of directors

	
	
	financial indicators
	the average number of employees
	
	
	
	

	
	
	sum total of the balance sheet (mill. of euros)
	net turnover (mill. of euros)
	
	
	
	
	

	1.
	Small
	up to 4.27 (not included)
	up to 5.69 (not included)
	not more than 49
	not more than 2.65
	not more than 257
	not more than 183
	not more than 3

	2.
	Medium
	from 4.27 up to 21.34 (not included)
	from 5.69 up to 32.73 (not included)
	50–249
	not more than 4.33
	not more than 427
	not more than 274
	not more than 4

	3.
	Large
	from 21.34 up to 34.15 (not included)
	from 32.73 up to 56.91 (not included)
	250–499
	not more than 5.54
	not more than 598
	not more than 365
	not more than 5

	4.
	Particularly large
	34.15 and more
	56.91 and more
	500 and more
	not more than 6
	not more than 854
	not more than 456
	not more than 7
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