Republic of Latvia

Cabinet
Regulation No. 590
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Regulations Regarding Local Government Loans and Guarantees


Issued pursuant to
Section 41, Paragraph five of the Law on Budget and Financial Management and Section 26, Paragraph one of the law On Local Government Budgets


[bookmark: n1][bookmark: n-712255]I. General Provisions

[bookmark: p1][bookmark: p-712256]1. This Regulation prescribes the procedures by which local governments may take loans and issue guarantees.
[bookmark: p2][bookmark: p-712257]
2. In order to supervise the financial activity of local governments in matters that are related to the current and planned loans and also the issued and planned guarantees and, if necessary, to provide recommendations to local governments in matters concerning loans and guarantees, the Minister for Finance shall establish the Local Government Loan and Guarantee Control and Supervision Council (hereinafter – the Council) and approve its rules of procedure.
[bookmark: p3][bookmark: p-712258]
3. The Council shall consist of one representative from the Ministry of Finance, the Central Finance and Contracting Agency, the Ministry of Environmental Protection and Regional Development, the Ministry of Agriculture, Latvijas Banka, the Latvian Association of Local and Regional Governments and the Treasury.
[bookmark: p4][bookmark: p-712259]
4. The Ministry of Finance shall ensure the work of the Council according to assignations from the State budget for the current year.
[bookmark: n2][bookmark: n-712260]
II. Procedures for Submitting and Examining Requests for Local Government Loans
[bookmark: p5][bookmark: p-712261]
5. A local government shall, in accordance with the laws and regulations regarding the procedures for ensuring the circulation of information, using the e-services provided by the Treasury, submit the following documents to the Council via the e-service eLoans:
5.1. the economic substantiation of the loan request (Annex 1);
5.2. the decision of the local government council to take a loan, specifying the amount and objective of the loan, the lender – the Treasury or another lender, the drawing period of the loan, the repayment period, the deferred payment of the principal amount (if necessary), and the repayment guarantees of the loan;
5.3. a certification of the chairperson of the local government council for the loan request (Annex 2);
5.4. the cash flow for the project implementation according to the work performance schedule;
5.5. information on the amount of local government loans, guarantees, and other long-term liabilities, including therein also the planned loan (Annex 3).
[bookmark: p6][bookmark: p-712262]
6. Local governments shall submit the documents referred to in Paragraph 5 of this Regulation to the Council not later than 10 working days prior to the relevant meeting of the Council.
[bookmark: p7][bookmark: p-712263]
7. The local government has the right to enter into a loan contract with the Treasury only after receipt of a positive decision from the Council.
[bookmark: p8][bookmark: p-712264]
8. The local government has the right to enter into a loan contract with another lender only after the Minister for Finance has approved the other lender. In order to obtain the approval referred to in this Paragraph, the local government shall, after receipt of a positive decision from the Council supporting the decision of the local government council to take a loan from another lender, submit a submission to the Ministry of Finance addressed to the Minister and the draft loan contract.
[bookmark: p9][bookmark: p-712265]
9. A local government may take a loan for the implementation of a project in a medium-term that does not exceed three years. The local government shall indicate the drawdown schedule of the loan amount by years in the economic substantiation of the loan (Annex 1).
[bookmark: p10][bookmark: p-712266]
10. If the loan is not drawn in the amount specified by the Council decision during the current year, the local government shall, by 1 October of the current year, submit information to the Council on the undrawn amount of the loan and the reasons for not drawing it.
[bookmark: n3][bookmark: n-712267]
III. Procedures for Submitting and Examining Requests for Local Government Guarantees
[bookmark: p11][bookmark: p-712268]
11. A local government shall, in accordance with the laws and regulations regarding the procedures for ensuring the circulation of information, using the e-services provided by the Treasury, submit the following documents to the Council via the e-service eLoans:
11.1. the economic substantiation of the guarantee request (Annex 4);
11.2. the decision of the local government council to issue a guarantee, specifying the capital company for the loan of which the guarantee is issued, the number of local government capital shares in the relevant capital company (in percentage), the lender – the Treasury or another lender, the objective, amount, interest rate of the guaranteed loan, the repayment period, the deferred payment of the principal amount (if necessary), and guarantees for the fulfilment of the guarantee obligations;
11.3. a certification of the chairperson of the local government council for the guarantee request (Annex 5);
11.4. information on the amount of local government loans, guarantees, and other long-term liabilities, including therein also the planned guarantee (Annex 3).
[bookmark: p12][bookmark: p-712269]
12. Local governments shall submit the documents referred to in Paragraph 11 of this Regulation to the Council not later than 10 working days prior to the relevant meeting of the Council.
[bookmark: p13][bookmark: p-712270]
13. Local governments which issue a guarantee to capital companies established by several local governments may authorise one local government to submit all the documents in accordance with Paragraph 11 of this Regulation.
[bookmark: p14][bookmark: p-712271]
14. The local government has the right to enter into a guarantee contract only after receipt of a positive decision from the Council, except for the guarantee referred to in Paragraph 15 of this Regulation.
[bookmark: p15][bookmark: p-712272]
15. After taking the decision by the local government council to issue a guarantee for such debt liabilities which a student undertakes for receiving a study loan and a student loan from a credit institution, the local government shall submit the abovementioned decision to the Council, specifying the amount of the guarantee, the lender, the repayment period, the interest rate, and the guarantees for the fulfilment of the guarantee liabilities.
[bookmark: n4][bookmark: n-712273]
IV. General Conditions for Local Government Loans and Guarantees
[bookmark: p16][bookmark: p-712274]
16. A local government has the right to submit a loan and guarantee request only after the procurement procedure has been completed in accordance with the regulatory framework for public procurements and the procurement commission has taken the decision on entering into a contract with the selected supplier, if necessary, providing for the possibility to enter into the relevant contract only after receipt of a positive decision from the Council.
[bookmark: p17][bookmark: p-712276]
17. If the loan or guarantee is required for the implementation of projects co-funded from the European Union funds and other foreign financial assistance, the local government has the right, in addition to the conditions referred to in Paragraph 16 of this Regulation, to submit the relevant request only after entering into an agreement (contract, decision) on project implementation with the responsible institution or cooperation institution.
[bookmark: p18][bookmark: p-712277]
18. Decisions of the Council shall be taken at Council meetings. Meetings of the Council shall take place not less than once a month. The Council shall, within five working days after the relevant meeting, send its decision to the relevant local government.
[bookmark: p19][bookmark: p-712278]
19. The Council has the right to:
19.1. request and receive any additional information from the local government, and also request the participation of a representative of the local government in the meeting if it is necessary for examining the particular request and gaining assurance that the local government has assessed the sustainability, efficiency, and economy of the project if the project is not co-funded from the European Union funds and other foreign financial assistance;
19.2. organise extraordinary visiting meetings of the Council at a particular local government if the Council deems that examination of the matter is only possible by getting acquainted with the situation on site;
19.3. assess the potential risk factors of loans and guarantees and their direct impact on local government budgets.
[bookmark: p20][bookmark: p-712279]
20. A local government has the right, with the mediation of the Minister for Environmental Protection and Regional Development, to submit to the Cabinet proposals for the re-evaluation of the submissions not accepted by the Council.
[bookmark: p21][bookmark: p-712280]
21. The Treasury shall inform the Council of the local governments which fail to comply with the conditions of loan contracts.
[bookmark: p22][bookmark: p-712281]
22. If a local government fails to comply with the requirements laid down in Paragraphs 7, 8, and 14 of this Regulation, the Minister for Finance may, upon recommendation of the Council, propose to the Minister for Environmental Protection and Regional Development to suspend the operation of the relevant decision of the local government council.
[bookmark: n5][bookmark: n-712282]
V. Closing Provision
[bookmark: p23][bookmark: p-712284]
23. Cabinet Regulation No. 196 of 25 March 2008, Regulations Regarding Local Government Loans and Guarantees (Latvijas Vēstnesis, 2008, No. 52; 2009, No. 71; 2013, No. 159; 2016, No. 82), is repealed.


Prime Minister	A. K. Kariņš

Minister for Finance	J. Reirs



Annex 1
Cabinet Regulation No. 590
[bookmark: piel-712286][bookmark: piel1]10 December 2019
[bookmark: 712287][bookmark: n-712287]

Economic Substantiation of the Loan Request


	Project title
	 

	Main objective of the loan (a project co-funded from the European Union and other foreign financial assistance, a project funded by the EAAI, another investment project, budget and financial management)
	 

	Objective of the loan (specify the objective of the loan in accordance with the annual law on State budget. If the loan is intended for a project co-funded from the European Union and other foreign financial assistance, specify the name of the relevant European Union or other foreign financial assistance, including the activity number)
	 

	Function of the local government in accordance with the Classification of the Functions of Government for the ensuring of which the abovementioned project is implemented
	 

	Objective of the project
	 

	Project number from the agreement (contract, decision) entered into with the responsible institution or cooperation institution on the implementation of the project (to be completed if the loan is requested for a project co-funded from the European Union and other foreign financial assistance)
	 

	Development planning document of the local government providing for the implementation of the project
	 

	Project activities (more detailed description)
	 

	Project implementation period
	 

	Lender
	 

	Total amount of the required loan (EUR)
	 

	Repayment period of the loan (years)
	 

	Deferred payment of the principal amount of the loan
	 

	Other information on the project
	 



	Sources of funding for actual costs of the project (after the procurement procedure or entering into the contract)

	Year
	Total costs of the project (EUR)
	Sources of funding (EUR)
	Notes, including indication of another source of funding

	
	
	loan
	local government budget
	other
	

	
	
	total
	received*
	required
	
	
	

	1
	2
	3
	4
	5
	6
	7
	8

	up to n–2
	 
	 
	 
	 
	 
	 
	 

	n-1
	 
	 
	 
	 
	 
	 
	 

	n
	 
	 
	 
	 
	 
	 
	 

	n+1
	 
	 
	 
	 
	 
	 
	 

	n+2
	 
	 
	 
	 
	 
	 
	 

	Total
	 
	 
	 
	 
	 
	 
	X

	* The amount of the loan according to the loan contract entered into. If the loan contract has not yet been entered into, the amount of the loan shall be indicated according to the obtained authorisation for a loan.



	Information on the actual costs of the project after the procurement procedure or entry into the contract and payments made

	No.
	Date of the procurement procedure or entry into contract
	Subject-matter
	Amount (EUR)
	Payments made
	Notes

	
	
	
	
	year
	amount (EUR) and the source of funding
	

	
	
	
	
	
	total
	loan
	local government budget
	other funding
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	7

	1.
	 
	 
	 
	up to n–2
	 
	 
	 
	 
	 

	
	
	
	
	n-1
	 
	 
	 
	 
	 

	
	
	
	
	n
	 
	 
	 
	 
	 

	Total
	 
	 
	 
	 
	X

	2.
	 
	 
	 
	up to n–2
	 
	 
	 
	 
	 

	
	
	
	
	n-1
	 
	 
	 
	 
	 

	
	
	
	
	n
	 
	 
	 
	 
	 

	Total
	 
	 
	 
	 
	X

	Total amount
	
	X
	
	
	
	
	X



	Chairperson of the Council
	 
	 
	 

	 
	(given name, surname)
	
	(signature**)



Note. ** The detail of the document “signature” shall not be completed if the electronic document has been prepared in accordance with the laws and regulations regarding the drawing up of electronic documents.


Minister for Finance	J. Reirs



Annex 2
Cabinet Regulation No. 590
[bookmark: piel-712290][bookmark: piel2]10 December 2019


[bookmark: 712291][bookmark: n-712291]Certification of the Chairperson of the Local Government Council for the Loan Request


I certify that:
1) the local government on the day of submitting the documents does not have any tax debts and other State specified mandatory payment debts;
2) the local government council has assessed the sustainability, efficiency, and economy of the project (project title) and will ensure rational and efficient use of funds in its implementation;
3) technical documents have been developed in accordance with the requirements of the laws and regulations governing construction (if the local government is implementing a construction intention) for the implementation of the project (project title);
4) the received loan will be used for its intended objective, i.e. the implementation of the project (project title).
	
Chairperson of the Council
	 
	 
	 

	 
	(given name, surname)
	
	(signature*)



Place for a seal*

Date*___________________________

Note. * The details of the document “signature”, “place for a seal”, and “date” shall not be completed if the electronic document has been prepared in accordance with the laws and regulations regarding the drawing up of electronic documents.


Minister for Finance	J. Reirs



Annex 3
Cabinet Regulation No. 590
[bookmark: piel-712294][bookmark: piel3]10 December 2019


[bookmark: 712295][bookmark: n-712295]Amount of Loan, Guarantees, and Other Long-term Liabilities of the Local Government


	No.
	Name
	Amount of liabilities to be repaid (principal amount, interest payments) according to the repayment schedule

	
	
	n
	n+1
	n+2
	n+3
	n+4
	n+5
	n+6
	in subsequent years
	Total

	I
	Total undertaken liabilities (EUR)
	 
	 
	 
	 
	 
	 
	 
	 
	 

	II
	Planned loans (EUR)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total planned loans (EUR)
	 
	 
	 
	 
	 
	 
	 
	 
	 

	III
	Planned guarantees (EUR)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total planned guarantees (EUR)
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total liabilities (EUR)
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Increase (+) or decrease (–) in liabilities (EUR)
	X
	 
	 
	 
	 
	 
	 
	 
	 

	Amount of liabilities of the planned basic budget revenues (%)
	 
	 
	 
	 
	 
	 
	 
	X
	X

	Planned basic budget revenues, excluding the planned transfer revenues from the State budget for a specific purpose and the planned contributions to the Local Government Financial Equalisation Fund (EUR)
	 


 
	Chairperson of the Council
	 
	 
	 

	 
	(given name, surname)
	
	(signature*)



Note. * The detail of the document “signature” shall not be completed if the electronic document has been prepared in accordance with laws and regulations regarding the drawing up of electronic documents.


Minister for Finance	J. Reirs



Annex 4
Cabinet Regulation No. 590
[bookmark: piel-712298][bookmark: piel4]10 December 2019


[bookmark: 712299][bookmark: n-712299]Economic Substantiation of the Guarantee Request


	Project title
	 

	Name of the local government capital company, number of local government capital shares (%)
	 

	Objective of the guarantee (a project co-funded by the European Union and other foreign financial assistance, a project funded by the EAAI, another investment project)
	 

	Function of the local government in accordance with the Classification of the Functions of Government for the ensuring of which the abovementioned project is implemented
	 

	Objective of the project
	 

	Project number from the agreement (contract, decision) concluded with the responsible institution or cooperation institution on the implementation of the project (to be completed if the guarantee is issued for a project co-funded by the European Union and other foreign financial assistance)
	 

	Project activities (more detailed description)
	 

	Project implementation period
	 

	Lender for the loan of the capital company
	 

	Total amount of the guaranteed loan (EUR)
	 

	Period of repayment of the guaranteed loan (years)
	 

	Deferred payment of the principal amount of the guaranteed loan
	 

	Other information on the project
	 



	Sources of funding for actual costs of the project (after the procurement procedure or entering into the contract)

	Year
	Total costs of the project (EUR)
	Sources of funding (EUR)
	Notes, including indication of another source of funding

	
	
	loan of the capital company
	funding of the local government
	funding of the capital company
	other
	

	
	
	total
	received*
	required
	
	
	
	

	1
	2
	3
	4
	5
	6
	7
	8
	9

	up to n–2
	 
	 
	 
	 
	 
	 
	 
	 

	n-1
	 
	 
	 
	 
	 
	 
	 
	 

	n
	 
	 
	 
	 
	 
	 
	 
	 

	n+1
	 
	 
	 
	 
	 
	 
	 
	 

	n+2
	 
	 
	 
	 
	 
	 
	 
	 

	Total:
	 
	 
	 
	 
	 
	 
	 
	X

	* The amount of the loan according to the loan contract entered into. If the loan contract has not yet been entered into, the amount of the loan shall be indicated according to the guarantee authorisation.


 
	Information on the actual costs of the project after the procurement procedure or entry into the contract and payments made

	No.
	Date of the procurement procedure or entry into contract
	Subject-matter
	Amount (EUR)
	Payments made
	Notes

	
	
	
	
	year
	amount (EUR)
	

	1
	2
	3
	4
	5
	6
	7

	1.
	 
	 
	 
	up to n–2
	 
	 

	
	
	
	
	n-1
	 
	 

	
	
	
	
	n
	 
	 

	Total
	
	X

	2.
	 
	 
	 
	up to n–2
	
	

	
	
	
	
	n-1
	
	

	
	
	
	
	n
	
	

	Total
	
	X

	Total amount
	 
	X
	
	X



	Chairperson of the Council
	 
	 
	 

	 
	(given name, surname)
	
	(signature*)



Note. * The detail of the document “signature” shall not be completed if the electronic document has been prepared in accordance with laws and regulations regarding the drawing up of electronic documents.


Minister for Finance	J. Reirs


Annex 5
Cabinet Regulation No. 590
[bookmark: piel-712302][bookmark: piel5]10 December 2019


[bookmark: 712303][bookmark: n-712303]Certification of the Chairperson of the Local Government Council for the Guarantee Request


I certify that:
1) the local government on the day of submitting the documents does not have any tax debts and other State specified mandatory payment debts;
2) the local government ensures the monitoring of the financial activity of its capital company (name of the capital company);
3) when taking the decision to issue a guarantee, the local government council has gained assurance that the capital company (name of the capital company) is not an undertaking in difficulty according to the definition* provided below (Article 2(18) of Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty) and that the company does not have any tax debts and other State-specified mandatory payment debts;
4) the norms for the control of aid for commercial activity have been complied with when issuing the guarantee.
* “Undertaking in difficulty” means a capital company in respect of which at least one of the following situations occurs:
1) more than half of its subscribed share capital has disappeared as a result of accumulated losses. This is the case when deduction of accumulated losses from reserves (and all other elements generally considered as part of the own funds of the company) leads to a negative cumulative amount that exceeds half of the subscribed share capital. For the purposes of this provision, “capital” includes, where relevant, any share premium;
2) the capital company is subject to collective insolvency proceedings or also it meets the criteria laid down in laws and regulations for being placed in collective insolvency proceedings upon request of its creditors;
3) the capital company has received rescue aid and has not yet repaid the loan or revoked the guarantee, or has received restructuring aid and is still subject to a restructuring plan;
4) in the past two years in relation to the capital company:
• the book debt to equity ratio of the capital company has exceeded 7.5;
• the EBITDA interest coverage ratio of the capital company has been below 1.0.

	Chairperson of the Council
	 
	 
	 

	
	(given name, surname)
	
	(signature**)



Place for a seal**

Date**___________________________

Note. ** The details of the document “signature”, “place for a seal”, and “date” shall not be completed if the electronic document has been prepared in accordance with the laws and regulations regarding the drawing up of electronic documents.


Minister for Finance	J. Reirs
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