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Regulations Regarding the Initiation, Supervision, and Termination of the Financial Stabilisation Process of Local Governments


Issued pursuant to
Section 45.1, Paragraph five of the Law on Budget and Financial Management
[bookmark: n-1416076][bookmark: n1]

I. General Provisions
[bookmark: p-1416078]
[bookmark: p1]1. The Regulation prescribes the procedures for the initiation, supervision, and termination of the financial stabilisation process of local governments.
[bookmark: p-1416080]
[bookmark: p2]2. In order to monitor the financial activity of local governments in matters related to the financial stabilisation of local governments, the Minister for Finance shall establish a permanent commission for the financial stabilisation of local governments (hereinafter – the stabilisation commission) and approve the rules of procedure thereof.
[bookmark: p-1416082]
[bookmark: p3]3. The stabilisation commission shall include representatives from the Ministry of Finance, the Treasury, the Central Finance and Contracting Agency, the Ministry of Smart Administration and Regional Development, and the Latvian Association of Local and Regional Governments.
[bookmark: p-1416084]
[bookmark: p4]4. The stabilisation commission has the right to:
4.1. request and receive from a local government any additional information necessary for the examination of the relevant matter;
4.2. request participation of a representative of a local government at a meeting if it is necessary for the examination of the specific matter;
4.3. invite representatives of ministries and other public authorities who are involved in the matters to be examined;
4.4. hold extraordinary visiting meetings in the particular local government if the stabilisation commission considers that examination of the matter is only possible by becoming acquainted with the situation on site;
4.5. evaluate potential risk factors related to borrowings, guarantees, and other long-term liabilities of a local government and the direct impact thereof on the local government budget.
[bookmark: n-1416095][bookmark: n2]
II. Initiation of the Financial Stabilisation Process of a Local Government and State Budget Loan for the Financial Stabilisation of a Local Government
[bookmark: p-1416096]
[bookmark: p5]5. In order to initiate the financial stabilisation process, a local government shall submit the following documents to the stabilisation commission:
5.1. the application for the initiation of the financial stabilisation process of a local government;
5.2. the decision of a local government council on the need to initiate the financial stabilisation process of a local government, indicating the justification in accordance with Section 45.1, Paragraph two of the Law on Budget and Financial Management;
5.3. the plan of optimisation measures of expenditures approved by a local government council in accordance with Section 45.1, Paragraph two, Clause 1 of the Law on Budget and Financial Management;
5.4. information on the late payments of a local government, broken down by creditors and period (up to 30 days and more than 30 days, providing data as of the first day of the month when the documents are submitted);
5.5. information on the annual amount of liabilities (borrowings, guarantees, and other long-term liabilities) of a local government, together with late payments exceeding 30 days and owed to creditors of the planned basic budget revenues of the local government for the current year, without State budget transfers for the financing of specific purposes, including without State budget transfers for the financing of projects co-financed by the European Union and projects co-financed from other foreign financial assistance for the financing of specific purposes, and contributions to the fund for the equalisation of local government finances;
5.6. information on the planned measures for the financial stabilisation of a local government in the medium term, indicating the implementation deadlines and financial resources thereof, including the State budget loan necessary for the financial stabilisation of a local government;
5.7. the draft budget or draft amendments to the budget for the current year in which tax and non-tax revenue and a grant from the fund for the equalisation of local government finances cover the maintenance expenditures financed from a local government budget.
[bookmark: p-1416105]
[bookmark: p6]6. The stabilisation commission shall, within 10 working days after receipt of the documents referred to in Paragraph 5 of this Regulation, evaluate the compliance thereof with the requirements of Section 45.1, Paragraph two of the Law on Budget and Financial Management and this Regulation.
[bookmark: p-1416107]
[bookmark: p7]7. If necessary, the stabilisation commission may request a local government to clarify the documents referred to in Paragraph 5 of this Regulation, indicating the deadline for the submission of the clarifications which may not be shorter than five working days after receipt of the relevant request.
[bookmark: p-1416109]
[bookmark: p8]8. The Ministry of Finance shall, within 10 working days after the decision is taken by the stabilisation commission on the conformity of the financial situation of a local government with the characteristics specified in Section 45.1, Paragraph two of the Law on Budget and Financial Management, submit to the Cabinet an informative report on the initiation of the financial stabilisation process of a local government and the granting of a State budget loan for the financial stabilisation of a local government.
[bookmark: p-1416111]
[bookmark: p9]9. If the stabilisation commission takes the decision on the non-conformity of the financial situation of a local government with the characteristics specified in Section 45.1, Paragraph two of the Law on Budget and Financial Management, the Ministry of Finance shall send to the local government a refusal to initiate the financial stabilisation process of a local government.
[bookmark: p-1416113]
[bookmark: p10]10. The financial stabilisation process of a local government shall be initiated by a Cabinet decision.
[bookmark: p-1416115]
[bookmark: p11]11. A State budget loan for the financial stabilisation of a local government shall be granted by an order of the Minister for Finance based on the Cabinet decision referred to in Paragraph 10 of this Regulation. The amount of the State budget loan, the deadlines for the repayment and the deferred principal payment thereof shall be determined by a Cabinet decision. Other general conditions for the issuance of the State budget loan shall be determined in accordance with the laws and regulations regarding the issuance and servicing of State loans.
[bookmark: p-1416116]
[bookmark: p12]12. The Ministry of Finance shall, in accordance with Section 45.1, Paragraph four of the Law on Budget and Financial Management, ensure that the matter regarding the State budget loan for the financial stabilisation of a local government is advanced to the Budget and Finance (Taxation) Committee of the Saeima for approval.
[bookmark: p-1416117]
[bookmark: p13]13. A local government has the right to enter into a borrowing contract with the Treasury on the State budget loan for the financial stabilisation of a local government after receipt of the order referred to in Paragraph 11 of this Regulation, taking into account the conditions specified in the order.
[bookmark: n-1416118][bookmark: n3]
III. Supervision of the Financial Stabilisation Process of Local Governments
[bookmark: p-1416119]
14. The stabilisation commission shall ensure supervision of the financial stabilisation process of a local government and determine the reports which the local government shall submit and the deadlines for submission thereof.
[bookmark: p-1416120]
[bookmark: p15]15. A local government shall, within 10 working days after receipt of the order referred to in Paragraph 11 of this Regulation:
15.1. open relevant accounts with the Treasury for making expenditures of the local government and institutions thereof, indicating the designation of the attracted source of resources for each account, i.e. principal activity, State budget earmarked grants, financing of the European Union and other foreign financial assistance projects, other earmarked financing, and funds from donations and gifts;
15.2. submit the approved financing plan in accordance with the local government budget for the current year to the stabilisation commission for agreement. If the local government makes amendments to the budget for the current year, it shall submit the amendments to the financing plan referred to in this Paragraph to the stabilisation commission for agreement.
[bookmark: p-1416123]
[bookmark: p16]16. A local government shall, in accordance with the financing plan agreed by the stabilisation commission, submit to the Treasury the monthly outgoing payment limits, broken down by the accounts of the local government opened with the Treasury.
[bookmark: p-1416124]
[bookmark: p17]17. The Treasury shall:
17.1. ensure the control of the outgoing payments of a local government and institutions subordinate thereto from the accounts opened with the Treasury in accordance with the breakdown referred to in Paragraph 16 of this Regulation;
17.2. control the performance of the loan contract for the financial stabilisation of a local government.
[bookmark: p-1416130]
[bookmark: p18]18. During the financial stabilisation process, a local government has the right to undertake new borrowings or provide guarantees for a borrowing of its capital company only for the implementation of projects co-financed by the European Union and other foreign financial assistance, and revenue instruments of emission allowance auctions, taking into account the conditions for borrowings and guarantees of local governments specified in the law on the State budget for the current year and the medium term budget framework.
[bookmark: p-1416131]
[bookmark: p19]19. A local government shall submit the borrowing and guarantee request referred to in Paragraph 18 of this Regulation after receipt of a positive opinion of the stabilisation commission in accordance with the laws and regulations regarding the procedures by which local governments may undertake borrowings and provide guarantees.
[bookmark: p-1416133]
[bookmark: p20]20. The Ministry of Finance has the right to inform the Cabinet of any other factors which, in accordance with the decision of the stabilisation commission, have been established in the financial stabilisation process of a local government and affect the financial situation of the local government.
[bookmark: n-1416135][bookmark: n4]
IV. Termination of the Financial Stabilisation Process of Local Governments
[bookmark: p-1416137]
[bookmark: p21]21. In order to terminate the financial stabilisation process, a local government shall submit the following documents to the stabilisation commission:
21.1. the application for the termination of the financial stabilisation process of the local government;
21.2. the decision of the local government council on the termination of the financial stabilisation process of the local government, indicating the justification for the termination of the financial stabilisation process of the local government, including certifying that the accounting function has been centralised within the local government, the budget and financial management and control processes have been improved during the financial stabilisation process of the local government, the local government has not delayed any payments to creditors by more than 30 days over the last 12 months, and the local government council will ensure the fulfilment of autonomous functions of the local government and the financial stability of the local government in the medium term;
21.3. the budget for the current year approved by the council, in which tax and non-tax revenue and a grant from the fund for the equalisation of local government finances cover the maintenance expenditures financed from the local government budget;
21.4. an unqualified opinion of an independent sworn auditor on the statement of the previous tax year.
[bookmark: p-1416144]
[bookmark: p22]22. The stabilisation commission shall, within 10 working days after receipt of the documents referred to in Paragraph 21 of this Regulation, examine them at a meeting of the stabilisation commission.
[bookmark: p-1416145]
[bookmark: p23]23. If necessary, the stabilisation commission may request a local government to clarify the application for the termination of the financial stabilisation process of a local government, indicating the deadline for the submission of the clarifications which may not be shorter than five working days after receipt of the relevant request.
[bookmark: p-1416146]
[bookmark: p24]24. The Ministry of Finance shall, within 10 working days after taking of a positive decision of the stabilisation commission, submit an informative report on the termination of the financial stabilisation process of a local government to the Cabinet for examination.
[bookmark: p-1416147]
[bookmark: p25]25. If the stabilisation commission establishes that the information referred to in Sub-paragraph 21.2 of this Regulation does not provide a sufficient justification for the financial stability of a local government in the medium term, the Ministry of Finance shall send to the local government a refusal to terminate the financial stabilisation process.
[bookmark: p-1416148]
[bookmark: p26]26. The financial stabilisation process of a local government shall be terminated by a Cabinet decision.
[bookmark: n-1416149][bookmark: n5]
V. Closing Provision
[bookmark: p-1416151]
[bookmark: p27]27. The Regulation shall come into force on 1 April 2025.
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