Latvijas Banka
Regulation No. 261
Adopted 18 December 2023


Regulations for the Preparation and Publication of an Information Document for Making an Offer to the Public


Issued pursuant to
Section 16.1, Paragraph one of the Financial Instrument Market Law


[bookmark: p1][bookmark: p-1266157]1. The Regulation prescribes the requirements for the preparation and publication of the information document referred to in Section 16.1, Paragraph one of the Financial Instrument Market Law.

[bookmark: p2][bookmark: p-1266158]2. The Regulation shall apply to the preparation and publication of an information document in cases where an offer to the public is made for transferable securities for which the total calculated consideration in the European Union over a period of 12 months ranges from EUR 1 000 000 to EUR 8 000 000 and a notification in accordance with Article 25 of Regulation (EU) 2017/1129 of the European Parliament and of the Council of 14 June 2017 on the prospectus to be published when securities are offered to the public or admitted to trading on a regulated market, and repealing Directive 2003/71/EC (hereinafter – Regulation No 2017/1129) is not required.

[bookmark: p3][bookmark: p-1266159]3. The Regulation shall not apply:
3.1. to securities and offers referred to in Article 1(2), (3), and (4) of Regulation No 2017/1129;
3.2. if a prospectus must be prepared for the offer of securities to the public in accordance with Regulation No 2017/1129;
3.3. if an investment information sheet has been prepared in accordance with Article 23 of Regulation (EU) 2020/1503 of the European Parliament and of the Council of 7 October 2020 on European crowdfunding service providers for business, and amending Regulation (EU) 2017/1129 and Directive (EU) 2019/1937;
3.4. if an offer to the public is made for asset-backed securities.
[bookmark: p4][bookmark: p-1266160]
4. In accordance with this Regulation, an information document based on a securities programme, i.e. an information document where the characteristics of the securities and the terms of the offer to the public are not known at the time of its approval, may not prepared.
[bookmark: p5][bookmark: p-1266161]
5. The information document shall be prepared in accordance with the requirements for its content and structure laid down in Annex to this Regulation. The information document may additionally include other important information if the public offeror considers it relevant for the acquisition of the offered securities or for assessing the prospects of commercial activity of the issuer.
[bookmark: p6][bookmark: p-1266162]
6. The information document shall be prepared as a short, easy to read, and comprehensible document.
[bookmark: p7][bookmark: p-1266163]
7. The information document shall include concise, clear, and unambiguous information.
[bookmark: p8][bookmark: p-1266164]
8. The information document shall specify one or more persons who are responsible for the information contained in the information document or its supplements and from whom the owner of securities may seek compensation for any losses arising from discrepancies between the actual circumstances and the essential information contained in the information document or its supplements, if the person responsible for the information provided in the information document was or should have been aware of such discrepancies, and also in cases where the essential information published in the information document or its supplements is incomplete. The information document may specify the issuer, a member of the administrative body of the issuer, or the public offeror as the person responsible for the information provided in the information document or its supplements.
[bookmark: p9][bookmark: p-1266165]
9. For the purpose of clarity, the information document may include formulas, terms, and other necessary explanations, and also indicate the sources of information.
[bookmark: p10][bookmark: p-1266166]
10. The information document shall be prepared and published in Latvian if the offer of securities to the public is made only in Latvia and in English if the offer of securities to the public is also made in Lithuania or Estonia. At the discretion of the public offeror, the information document may be translated into another language.
[bookmark: p11][bookmark: p-1266167]
11. The information document shall be published at least on the website of the public offeror or the placement agent no later than by the start date of the offer to the public.
[bookmark: p12][bookmark: p-1266168]
12. If the public offeror becomes aware of any significant circumstances, errors, or inaccuracies in the information published in the information document which may affect the assessment of the offer of the security to the public and which become known after publication of the information document but before the final closing of the offer of the security to the public or before commencing the trading of the securities at the trading venue, the public offeror shall prepare supplements to the information document. The public offeror shall also make supplements to the summary of the information document and its translation, where necessary.
[bookmark: p13][bookmark: p-1266169]
13. The supplements to the information document shall be published in the same manner as the information document. The supplements to the information document shall constitute an integral part of the information document.
[bookmark: p14][bookmark: p-1266170]
14. The information document shall be valid for 12 months from the date of its publication, provided that supplements are made to the information document in accordance with Paragraph 12 of this Regulation, where necessary.
[bookmark: p15][bookmark: p-1266171]
15. Regulatory Provisions No. 49 of 21 April 2020 of the Financial and Capital Market Commission, Regulatory Provisions for the Information to be Included in the Offer Document and Its Preparation (Latvijas Vēstnesis, 2020, No. 82), is repealed.
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16. The Regulation shall come into force on 1 January 2024.


Governor of Latvijas Banka	M. Kazāks



Annex
Latvijas Banka’s Regulation No. 261
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[bookmark: 1266175][bookmark: n-1266175]Information to be Included in the Information Document


1. Summary

1. The summary of the information document shall be prepared on no more than two A4-sized pages.

2. The summary of the information document shall include:
2.1. the essential information related to the issuer and the offered securities and relevant to the investor;
2.2. a warning of the risks associated with the specific offer of securities to the public, the issuer, the area of economic activity of the issuer, and the offered securities which are known to the issuer and deemed by the issuer as relevant for the investor to make an informed decision. The warning shall indicate that, by investing in the offered securities, the investor assumes the risks specified in the information document and that, if any of those risks materialise, the price of the offered securities may decrease and the investor may lose all or part of the investment;
2.3. a statement that the prepared information document is not a prospectus within the meaning of Regulation No 2017/1129 and that the information included in the information document has not been verified or approved by Latvijas Banka or another supervisory institution;
2.4. the date and validity period of the information document.

2. Information Related to the Issuer

3. The information document shall include the following information on the issuer:
3.1. the name, legal entity identifier (LEI code, if assigned), legal form, country of registration, registration date and registration number, registered office, other contact details, term of operation (if applicable) of the issuer and the legal acts governing the activities of the issuer;
3.2. a reference to the website where the information document, its supplements (if any), and other documents which helps the investor to evaluate the offered securities, such as the articles of association of the issuer, the financial statements, and the auditor’s report (if any), have been or will be published.

3. Risks Associated with the Issuer and the Offered Securities

4. The information document shall include a general description of different risks associated with the issuer and its investments, including a description of the risks associated with the economic performance, markets, products, unaudited financial statements of the issuer or a negative opinion of the auditor, operational risks and restrictions, and also the legal proceedings that have affected or could affect the activities of the issuer in the future.

5. The information document shall include a description of risks associated with the offered securities.

4. Purpose of Fundraising

6. The information document shall include information on the type of the offered securities and the amount of funds which the issuer intends to raise.

7. The information document shall include a description of the purpose of fundraising, the intended target market of the investors, and the country where the offer to the public is to be made.

8. The information document shall specify the expected net amount of the proceeds, broken down by the main intended purposes (excluding the expected fundraising costs). If the issuer is aware that the expected proceeds will not be sufficient to finance all types of the proposed use, the amount and sources of other necessary funds shall be specified.

5. Description of the Offered Securities and the Terms and Conditions of the Offer to the Public

9. The information document shall include the following information on the offered securities:
9.1. a description, type, and total number of the offered securities, their nominal value, and other characteristics;
9.2. the price of one offered security or the pricing mechanism;
9.3. the expected timetable of the offer to the public and activities required to apply for the offer;
9.4. the conditions for making payments for the offered securities and the conditions for the transfer of the offered securities to the investors or for holding them on behalf of the investors;
9.5. the consequences and results of the oversubscription and undersubscription and the underwriting plan;
9.6. the information on any restrictions on the transfer of the offered securities (if applicable);
9.7. a description of whether certain investors are given preference, to what extent, and the reasons for doing so;
9.8. if a guarantee is provided for the raised funds, the document shall specify the conditions of such guarantee or the relevant note shall be added if the raised funds are not guaranteed;
9.9. the name of the central securities depository where the offered securities are registered or the name of the institution where the offered securities are registered and a description of that register if the offered securities are not registered in the central securities depository;
9.10. the conditions for withholding the income tax from disbursements or other payments related to the offered securities (if applicable);
9.11. the outcome if the offer fails and other important conditions related to the offer.

10. The information document shall include the following additional information on the offered capital securities:
10.1. the rights assigned to the holders of the offered capital securities, including the procedures for receiving the dividends (if provided), the voting rights, the right to participate in the distribution of profits, also the rights of the investor in relation to the distribution of the assets of the issuer, if the issuer were to be liquidated, and any restrictions on such rights. In the case of preferred stocks, the information document shall include information on dividends related to the preferred stocks;
10.2. a description of the specific type of transaction and its costs if the offered securities are issued in relation to the joining of issuers, the division of issuers, or the acquisition by the issuer of control over another legal person.

11. The information document shall include the following additional information on the offered debt securities:
11.1. the sale price and the redemption price of the offered debt security;
11.2. the payable interest rate, interest payment dates and conditions, maturity date and conditions, or conversion conditions (in the case of convertible bonds) (if applicable);
11.3. the conditions for early redemption;
11.4. the information on the pledge and the agreement with the authorised representative of the holders of the offered debt security (if applicable);
11.5. the priority of the offered debt securities within the capital structure of the issuer and information on the subordinated status of the offered debt securities (if applicable).

12. The information document shall include information on whether the offered securities will be admitted to trading in a multilateral trading facility or another trading venue, and also the time and manner of such admitting.

13. For technologies and technology-based solutions (e.g., if the issuer uses the Distributed Ledger Technology (DLT) for issuing securities), the information document shall include the following information (if applicable):
13.1. a description of how the technology used in the offer allows for ensuring the compliance with the issuance conditions and the storage of the offered securities if the offered securities are represented in electronic format and are digitally transferable, storable, or tradable, and registered on a distributed ledger or another secure system based on similar technology;
13.2. a description of the technical solutions to be implemented, including the conditions for verifying the identity of the person and that the right of the person to withdraw from the contract, if the issuer raises funds directly from investors;
13.3. an opinion of an independent third party (e.g., the auditor) on whether the technology to be used for the issuance and accounting of the offered securities is suitable for achieving the objectives outlined in the information document and for storing the offered securities.

6. Description of the Activities and Prospects of the Issuer

14. The information document shall include at least the following information on the previous and current activities of the issuer:
14.1. a description of the structure of the consolidation group of the issuer and information on the companies within the group to which the issuer belongs (if applicable);
14.2. the information on the business model of the issuer, an overview of the principal activity, the provided services or the sold goods of the issuer, and the main markets in which the issuer operates, a description of and information on significant events, including a description of the competitive environment, affecting the activities of the issuer during the previous and current reporting year;
14.3. an overview of the projects aimed at raising funds that the issuer has implemented in the past 12 months (if applicable);
14.4. a description of financial instruments and an indication of how the implementation of those instruments affects the ownership structure of the issuer if the issuer has issued financial instruments that have not been implemented by the start of the offer but allow their holders to redeem the ownership in the issuer;
14.5. an explanation of the forecast if the issuer publishes a forecast of financial results for the next reporting period or periods by specifying the circumstances and assumptions on which that forecast is based;
14.6. a description of major future investments undertaken or committed by the issuer if the value of the investment exceeds 10 per cent of the consolidated own funds of the issuer (in case of an offer of capital securities) or 10 per cent of the consolidated own funds or the total nominal value of debt securities of the issuer admitted to trading whichever is higher in the case of the offer of debt securities.

15. The information document shall include the following information on the share capital, the capital securities, and other securities issued by the issuer:
15.1. for the share capital and capital securities of the issuer, the monetary amount of share capital, the number, type, and nominal value of stocks (shares) or other capital securities, and the monetary amount of the unpaid share capital shall be specified. If the issuer holds several categories or types of capital securities, the number of issued, fully paid, and partially paid securities, the nominal value of a single security, and the rights associated with each category or type of security shall be specified for each category or type of capital security;
15.2. for the issued debt securities or other securities, their type, number, nominal value, interest rate, maturity date, and other characteristics, and also the rights arising from those securities shall be specified. Information shall be provided for each type of security;
15.3. the details on the distribution of profits and other benefits to investors, and also the benefits paid or granted to the managers and employees of the issuer.

16. The information document shall include the list of stockholders whose holding in the share capital with voting rights of the issuer exceeds five per cent of the voting share capital, and, if the stockholder is a legal person, the document shall specify the ultimate beneficial owners of those stockholders, and also the number of stocks owned by those persons and their holding percentage. The voting rights shall be determined on the basis of Section 8 of the Financial Instrument Market Law.

17. The information document shall include information on past or ongoing legal proceedings against the issuer, on all submitted insolvency applications, initiated insolvency proceedings, and also on the legal proceedings in relation to fraud, other financial crimes, or violations of economic activities in which the issuer or a member of its administrative body has been or is involved. The information shall cover at least the past five years.

18. The information document shall include an overview of significant contracts or patents of the issuer and its subsidiary. A contract or patent shall be deemed significant if its value exceeds either 10 per cent of the consolidated own funds of the issuer or, in the case of debt securities, 10 per cent of the consolidated own funds of the issuer or the total nominal value of debt securities admitted to trading whichever is higher in the case of the offer of debt securities.

7. Financial Information and the Audit of Annual Financial Statements

19. The information document shall include information on the accounting standards applicable to the financial statements of the issuer and the periodicity applied in the preparation of the financial statements.

20. The information document shall include the annual financial information of the issuer for the previous year and a reference to the website where at least the audited annual financial information of the issuer (financial statements for the previous financial year with comparable data, a management report, and an auditor’s report) is available. If the issuer prepares both separate and consolidated financial statements, references to both shall be provided. If the laws and regulations governing the activities of the issuer do not require the annual financial statements to be audited, an explanation of this fact and the associated risk factors shall be provided.

21. If the information document has been prepared more than nine months after the end of the year of the last audited financial statement, the information document shall include interim financial information covering at least the first six months of the financial year, including comparative data. If the six-month financial statements have been audited or subjected to a review, they shall be made public along with the auditor’s opinion or the review report.

22. If the issuer is unable to provide a reference to the financial statements for the previous year due to the short-term nature of its economic activity, the information document shall include a reference to financial statements for a shorter period of the activities of the issuer (interim or other, if any), while additionally warning about the short-term nature of the economic activity of the issuer and, consequently, the weight of ancillary risk associated with such an investment.

23. At the discretion of the issuer, the information document shall include a description of the most significant financial indicators outlined in the financial statements of the issuer which reflect its financial position, such as a description of assets, long-term and short-term liabilities, own funds, and other indicators, and a description of operational indicators (alternative performance indicators) which best reflect the operational results of the issuer, calculated on the basis of the data presented in the financial statements as of the end of the most recent reporting period (the information document shall include an explanation of the use and calculation of such alternative performance indicators). The requirements for disclosing alternative performance indicators laid down in the laws and regulations shall be taken into account when including the alternative performance indicators.

24. The information document shall include a statement that the issuer has sufficient working capital to carry out its intended business activities for at least 12 months after the end of the offer. If the issuer does not meet the abovementioned criterion, the document shall include an explanation of how the issuer intends to finance its activities.

8. Administrative Bodies, Consultants, and Auditors of the Issuer

25. The information document shall include the structure of the executive board and the supervisory board of the issuer, specifying the given name, surname, position, and relevant management or work experience of the officers of those bodies. If the issuer has a head of administration, the information document shall also include information on that person.

26. The information document shall include information on the auditor or audit firm (if applicable) of the issuer.

27. The information document shall include at least the following information on the person responsible for the information provided in the information document:
27.1. for a natural person, the given name, surname, and position shall be specified. If the person is a legal person, its name and registered office shall be specified;
27.2. a certification of a person shall be appended that, to the best of his or her knowledge, the information provided in the information document is accurate and no circumstances have been omitted which could affect the content of the information document.

28. The information document shall include information on the persons involved in the offer, including the consultants, payment agents, offerors, guarantors, and other persons. The information document shall include information on the end recipient of the funds raised through the offer of the offered securities to the public (if applicable). If the securities are not being offered by the issuer itself, the information document shall specify the name or given name and surname, and also contact details of the public offeror.

29. The information document shall include a description of any conflict of interest, including those relevant to the issuance or the offer, specifying the parties involved and the nature of the conflict of interest.

30. The information document shall include a description of any transaction with the persons referred to in Paragraph 25 of this Annex, their related parties, the persons referred to in Paragraph 16 of this Annex, or other companies within the group of the issuer, including the material terms and conditions of such transactions. The information shall cover at least the same period for which the previous financial information has been provided.

31. If the information document contains information supported by conclusions of an expert or verified by an expert, the information document shall include details on that expert.

9. Additional Information

32. The information document shall include information on whether the issuer applies a corporate governance code and provide a reference to the specific code that is being applied.

33. The information document shall include information on whether the issuer applies any measures to prevent money laundering and terrorism and proliferation financing and to comply with the international sanctions (if applicable) during the offering and while conducting its economic activity.

34. The information document shall include information on the conditions for amending the document.


Governor of Latvijas Banka	M. Kazāks
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