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Republic of Latvia

Cabinet

Regulation No 180

Adopted 13 May 1997.

By-law of the Guarantee (Reserve) Fund of Mandatory Civil Liability Insurance for Owners of Road Transport

Issued pursuant to Section 44, Paragraph six of the Law On

Mandatory Civil Liability Insurance for Owners of Road Transport

I. General Provisions

1. These Regulations prescribe the procedures for the establishment, accumulation, administration and utilisation of the guarantee (reserve) fund of mandatory civil liability insurance for owners of road transport (hereinafter – Fund).

2. The Fund shall be formed of monetary funds accumulated in accordance with the procedures specified in these Regulations.

3. The Fund does not have the status of a legal person.

4. The Fund shall be kept in the accounts of the Traffic Bureau, which are opened in the Treasury. The Traffic Bureau shall be the organiser of the accounts.

5. The Fund and funds of the Traffic Bureau shall be separated.

6. The objectives of the Fund are to ensure payments of insurance compensation in the cases prescribed by the Law On Mandatory Civil Liability Insurance for Owners of Road Transport.

II. Fund Participants 

7. The Fund participants shall be the Traffic Bureau and insurance companies which have received a special permit (licence) for mandatory civil liability insurance for owners of road transport and make regular payments in accordance with the procedures and in the amounts specified in these Regulations.

8. The board of directors of the Traffic Bureau shall control the activities of the Fund participants within the framework of the Fund and the conformity thereof to the requirements of the Law On Mandatory Civil Liability Insurance for Owners of Road Transport, this by-law, as well as other regulatory enactments.

III. Formation and Maintenance of the Fund

9. The Fund shall be formed of:

9.1. contributions of the participants of the Fund;

9.2. fines received;

9.3. penalty payments received;

9.4. resources recovered by the Traffic Bureau by way of subrogation for losses caused in road traffic accidents; and

9.5. donations and gifts.

10. The contributions of Fund participants shall be made in lats. Resources recovered by the Traffic Bureau by way of subrogation for losses caused in road traffic accidents, as well as gifts and donations may also be paid in foreign currency.

11. Fund participants shall make the following contributions to the Fund:

11.1. single contributions of insurers in the amount specified in Paragraph 14 of these Regulations;

11.2. deductions from the premiums of the mandatory civil liability insurance for owners of road transport in the amount specified in Paragraph 16 of these Regulations; and

11.3. additional contributions of insurers in the amount specified in Paragraph 18 of these Regulations.

11.1 In order to receive a special permit (licence) for mandatory civil liability insurance for owners of road transport, an insurance company prior to submission of the relevant documents shall make the single contribution of insurers in the amount specified in Paragraph 14 of these Regulations.

[5 August 2003]
11.2 If the issuance of a special permit (licence) to an insurance company for mandatory civil liability insurance for owners of road transport has been refused, the Traffic Bureau shall reimburse from the Fund’s resources, the amount paid in accordance with the procedures specified in Paragraph 111 of these Regulations within a time period of five working days after receipt of the approved copy of the relevant decision of the Finance and Capital Market Commission.

[5 August 2003]
12. The Traffic Bureau shall not make the contributions of the Fund participants specified in Paragraph 11 of these Regulations.

13. The amount of contributions of the Fund participants, determined in Paragraph 11 of these Regulations, shall form the common share of the Fund participants in the Fund.

14. The amount of a single contribution is 400 000 lats.

[5 August 2003]
15. [5 August 2003]
16. Deductions from the aggregate amount of premiums received for standard contracts, complex contracts, frontier insurance contracts and group contracts of mandatory civil liability insurance for owners of road transport shall be four per cent.

[16 February 1999, 19 December 2000, 19 March 2002]
16.1 Deductions from the aggregate amount of premiums received for international civil liability insurance contracts (Green Cards) shall be nine per cent.

[16 February 1999, 19 March 2002]
17. Insurance companies shall pay monetary funds into the current account indicated by the Traffic Bureau in the amount referred to in Paragraphs 16 and 161 of these Regulations within a time period of 15 days after the end of an accounting period (one calendar month shall be considered as an accounting period).

[16 February 1999]
17.1 The Traffic Bureau shall record the deductions from premiums of international civil liability insurance contracts (Green Cards) separately from other contributions in the Fund.

[6 October 1998]
18. If funds are not sufficient in the Fund to ensure the payments of insurance compensation determined in the Law On Mandatory Civil Liability Insurance for Owners of Road Transport, Fund participants shall make additional contributions in proportion to the amount of the common share of each Fund participant if the Fund Council takes a relevant decision thereon. Additional contributions in the Fund shall be made within two weeks after the Fund Council has taken the relevant decision.

19. If the Fund does not fall below 1 000 000 lats within a year, additional contributions of the Fund participants shall be reimbursed in lats in accordance with the procedures determined by the Fund Council not earlier than six months after the relevant decision was taken.

IV. Utilisation of the Fund

20. The Fund shall be utilised in accordance with the requirements prescribed by the Law On Mandatory Civil Liability Insurance for Owners of Road Transport.

20.1 An insurance compensation shall be paid from the deductions in the Fund and referred to in Paragraph 17.1 of these Regulations if losses were caused by a means of transport the owner of which has a false policy of the insurer of the Republic of Latvia for international civil liability insurance contract (Green Card) (and it did not occur due to the negligence of the insurance company).

[6 October 1998]
21. The Fund Council shall decide regarding the investment of monetary funds of the Fund.

[5 August 2003]
22. Revenues from the investments of monetary funds shall be paid in the Fund.

V. Supervision and Administration of the Fund

23. The Fund Council shall supervise the utilisation of the Fund.

24. A Fund Council shall consist of a representative of the State Insurance Supervision Inspection and authorised representatives of the Fund participants. Each Fund participant may authorise only one representative for the position of a member of the Fund Council. 
25. A simple majority shall elect the Chairperson of the Fund Council.

26. The Fund Council shall have a quorum if more than one half of the Fund Council members is present at a meeting thereof.

27. Decisions of the Fund Council shall be taken by open ballot with a simple majority. In the event of a tied vote, the deciding vote shall be that of the chairperson of the Fund Council.

28. The Fund Council is entitled:

28.1. to verify the utilisation of the Fund, examine and approve a quarterly and annual report submitted by the board of directors of the Traffic Bureau regarding the utilisation of the Fund and predicted costs for the following quarter and year;

28.2. to specify the type and amount of information and reports to be submitted to the Fund Council; and

28.3. to submit economically substantiated recommendations to the Council of the Traffic Bureau regarding increases of premiums of the mandatory civil liability insurance for owners of road transport and regarding reductions of deductions from such premiums.

29. Meetings of the Fund Council shall be convened not less frequently than once every two months. The chairperson of the Fund Council shall announce a meeting of the Fund Council and agenda thereof not later than 10 days before the relevant meeting.

30. An extraordinary meeting of the Fund Council may be convened if:

30.1. the monetary funds in the Fund are not sufficient to ensure payments of insurance compensation determined in the Law On Mandatory Civil Liability Insurance for Owners of Road Transport; or

30.2. at least one half of Fund Council members requests it and submits a written request to the chairperson of the Fund Council.

31. The Traffic Bureau shall provide the technical service of the Fund Council.

32. The board of directors of the Traffic Bureau shall act with the Fund and is responsible for the utilisation thereof.

33. Upon request of the Fund Council, the board of directors of the Traffic Bureau shall provide a report regarding the utilisation of the Fund.

34. The board of directors of the Traffic Bureau is entitled:

34.1. to decide regarding the utilisation of the Fund in conformity with the objectives and tasks determined, as well as regarding the procedures and amounts for utilisation of the Fund;

34.2. to utilise the Fund in accordance with regulatory enactments; and

34.3. to request from State administrative authorities the information necessary for the performance of tasks of the Fund.

35. The chairperson of the board of directors of the Traffic Bureau or his or her representative has the right to sign on behalf of the manager of the Fund accounts.

VI. Closing Provisions

36. [5 August 2003]
36.1 By 1 September 2003 the calculation shall be performed determining the aggregate amount of deductions paid into the fund of each insurance company from the premiums of mandatory civil liability insurance for owners of road transport. If the aggregate amount is less than the amount of a contribution referred to in Paragraph 14 of these Regulations, an insurance company within a year shall pay the balance in the Fund making the relevant payments by the 15th date of the last month of each quarter.

[5 August 2003]
36.2 After the settlement of insurance liabilities the part of the contributions of an insurance company remaining after the settlement of the liabilities shall be reimbursed from the monetary funds of the Fund to an insurance company whose licence of mandatory civil liability insurance for owners of road transport has been suspended (cancelled) in accordance with regulatory enactments.

[5 August 2003]
37. Cabinet Regulation No. 415 of 29 October 1996, By-law of the Guarantee (Reserve) Fund of Mandatory Civil Liability Insurance for Owners of Road Transport (Latvijas Vēstnesis, 1996, No. 184.) is repealed.

38. Paragraph 21 of these Regulations comes into force with a special Cabinet Regulation.

[5 August 2003]
Prime Minister 
A. Šķēle

Minister for Finance 
R. Zīle
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