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Republic of Latvia
Cabinet
Regulations No. 269 

Adopted 24 March 2009.

Regulations Regarding Guarantees for Improving the Competitiveness of Merchants and Conforming Agricultural Service Co-operative Societies
Issued pursuant to
Section 31, Paragraph one, Clause 3
of the Structure of Cabinet Law
 

I. General Provisions
 

1. These Regulations prescribe the conditions for granting aid in the form of guarantees (hereinafter – guarantees) for improving the competitiveness of merchants and agricultural service co-operative societies, which conform with the conformity criteria prescribed by regulatory enactments (hereinafter – conforming agricultural service co-operative society). The referred to guarantees shall be issued by the limited liability company Latvijas Garantiju aģentūra [Latvian Guarantee Agency] (hereinafter – Latvian Guarantee Agency).
[26 January 2010]
 

2. Aid shall be given until 31 December 2010.
 

3. The procedure for issuing guarantees, payment of compensations and measures for reducing losses shall be prescribed in accordance with civil liability agreements, which have been entered between the Latvian Guarantee Agency and credit institutions or subsidiary companies thereof.
 

II. Ineligible Sectors, Activities and Merchants
 

4. Aid shall not be given to the following sectors:
4.1. fisheries and aquaculture, covered by Council Regulation (EC) No 104/2000 of 17 December 1999 on the common organisation of the markets in fishery and aquaculture products;
4.2. primary production of agricultural products in accordance with Article 2 (2) of Commission Regulation (EC) No 1857/2006 on the application of Articles 87 and 88 of the Treaty to State aid to small and medium-sized enterprises active in the production of agricultural products and amending Regulation (EC) No 70/2001 (hereinafter – Regulation No 1857/2006);
4.3. processing and trade of agricultural products in accordance with the Article 2 (3) and (4) of Regulation No 1857/2006 in the following cases:
4.3.1. if the aid amount is determined, based on the product cost and amount that the relevant merchant has purchased from the initial producers or put on the market;
4.3.2. if the aid is given fully or partially to the initial producers;
4.4. retail trade and wholesale trade;
4.5. financial and insurance operations;
4.6. leasing of vehicles, machines and installations, articles of individual usage, household appliances and equipment;
4.7. operations with real estate;
4.8. games of chance and betting;
4.9. manufacture and trade of weapons, munitions, tobacco products, beer and alcoholic beverages
 

5. Aid shall not be granted to the following activities, merchants and the conforming agricultural service co-operative societies:
5.1. activities which are associated with export to third countries or Member States of the European Union – aid, which is directly associated with exportable amounts, development and operation of the distribution network or other regular expenses which are associated with export activities;
5.2. activities aimed at utilising domestic goods instead of imported goods;
5.3. merchants and conforming agricultural service co-operative societies that have been declared as being in insolvency proceedings by a court judgment or for which a process of legal protection has been executed by a court judgment, or whose economic activity has been terminated or which are in a liquidation process according to information included in the Commercial Register or Enterprise Register;
5.4. merchants and conforming agricultural service co-operative societies whose losses exceed half of the fixed capital on the day when the guarantee application was submitted and a quarter of the fixed capital during the previous 12 months. This condition shall not be applied to start-up merchants or start-up conforming agricultural service cooperative societies, which comply with the definitions prescribed in Annex 1 to Commission Regulation (EC) No 800/2008 of 6 August 2008 declaring certain categories of aid compatible with the common market in application of Articles 87 and 88 of the Treaty (General block exemption Regulation) (hereinafter – Commission Regulation No 800/2008) and which are registered in the Commercial Register or Enterprise Register after 30 June 2005. Within the meaning of these Regulations a merchant or conforming agricultural service co-operative society, which has been registered in the Commercial Register or Enterprise Register not later than three years ago shall be deemed to be a start-up.
5.5. merchants and conforming agricultural service co-operative societies which on the day of submission of a guarantee application have been determined to have the following indications: increase in losses, decrease in turnover, increase in the stock of finished products, surplus of capacity, decrease in cash flow, increase in debt, increase in interest rates and depreciation or zero net value of assets;
5.6. merchants, the losses of whose members, having unlimited liability regarding the merchants’debts, exceeded half of the fixed capital (in accordance with their accounts) on the day when the guarantee application was submitted and a quarter of the fixed capital during the previous 12 months.
 [26 January 2010; 19 October 2010]
 

6. The Latvian Guarantee Agency may prescribe additional conditions for merchants and conforming agricultural service co-operative societies if such have been prescribed by the regulatory enactments regarding granting financing to the Latvian Guarantee Agency. The referred to information shall be published without delay on www.lga.lv the website of the Latvian Guarantee Agency.
[26 January 2010]
 

III. Financial Services to be Supported and Guarantee Amount
 

7. Aid may be received, if guarantees are issued for the following financial services:
7.1. a loan for making investments;
7.2. a loan of current assets;
7.3. financial leasing;
7.4. factoring, for which the debtors are merchants or conforming agricultural service co-operatives societies registered in Latvia, and a client (a merchant or conforming agricultural service co-operative society) in accordance with the factoring contract entered into shall be liable to the factor (credit institution or its subsidiary company) regarding security of the claim submitted or to be submitted.
[26 January 2010]
 

8. Aid shall not be granted for financial obligations that are in force (except for the aid that may be granted if guaranties are issued for the financial services referred to in Sub-clauses 7.1. and 7.3. of these Regulations with a condition that payment of the principal amount is deferred for at least for one year but no more than for two years).
 

9. Aid may be received by merchants and conforming agricultural service co-operative societies if:
9.1. the guarantee covers 80% of the financial service,but for one merchant or conforming agricultural service co-operative society - no more than the equivalent of EUR 3 000 000 in lats in accordance with the exchange rate specified by the Bank of Latvia on the day when the guarantee was granted;
9.2. the term of the guarantee does not exceed 10 years for the financial services referred to by Sub-clauses 7.1 and 7.3 of these Regulations and three years for the financial services referred to by Sub-clauses 7.2 and 7.4 of these Regulations.
[26 January 2010]
 

IV. Procedure for Calculating a Guarantee Premium
 

10. A guarantee premium shall be calculated by applying a yearly premium rate (Annex 1) in accordance with the credit quality and collateral level of the merchant or conforming agricultural service co-operative society, which have been determined by the credit quality assessment system of the Latvian Guarantee Agency.
[26 January 2010]
 

11. Aid may be received, if the guarantee credit quality is not less than the credit quality class “Payment capacity is dependent on sustained favourable conditions” prescribed by Annex 1 to these Regulations.
 

12. The yearly premium rate for start-up merchants shall be determined not higher than 1.2% and less than the premium rate, which has been applied for the parent merchant (merchants). The yearly premium rate for start-up conforming agricultural service co-operative societies shall be determined not higher than 1.2%. 
[26January 2010]
 

V. Calculation of the Subsidy Equivalent and Aid Cumulation
 

13. The subsidy equivalent for merchants or conforming agricultural service co-operative societies shall be calculated as the difference between the annual premium rate of the safe harbour of the relevant credit quality class (Annex 1) and the applied annual premium rate in terms of money. If the duration of the guarantee exceeds a year, the difference between the rates shall be discounted, utilising the reference rate approved for Latvia by the European Commission, to the base rate of which 100 base points shall be added.
[26 January 2010]
 

14. The aid to one merchant or conforming agricultural service co-operative society within the framework of these Regulations shall not exceed the equivalent of subsidy of EUR 500 000 in lats in accordance with the exchange rate specified by the Bank of Latvia on the day when the guarantee was granted.
[26 January 2010]
 

15. Another aid granted previously in accordance with Commission Regulation (EC) No 1998/2006 of 15 December 2006 on the application of Articles 87 and 88 of the Treaty to de minimis aid (hereinafter – Commission Regulation No. 1998/2006) to the merchant or conforming agricultural service co-operative society, as well as the aid within the framework of the aid programmes approved by the European Commission as a particular new aid measure for the economic crisis situation with a maximum permissible aid amount that is equivalent to EUR 500 000 in lats for one merchant or conforming agricultural service co-operative society shall be taken into consideration when determining the permissible amount of aid prescribed in Clause 14 of these Regulations. 
[26 January 2010]
 

16. Prior to the granting of aid a merchant or conforming agricultural service co-operative society shall submit a declaration to the Latvian Guarantee Agency in accordance with the regulatory enactments regarding the samples of accounting forms for de minimis and other aid of limited amount and the procedure for accounting and granting of de minimis and other aid of limited amount for any aid received in accordance with Commission Regulation No 1998/2006, the aid received in accordance with these Regulations and other aid received within the framework of other aid programmes approved by the European Commission as a particular new aid measure for the economic crisis situation with a maximum permissible aid amount that is equivalent to EUR 500 000 in lats for one merchant or conforming agricultural service co-operative society, indicating information for the current year and the previous two calendar years.
[26 January 2010]
 

17.The Latvian Guarantee Agency shall examine if the aid amount received by the merchant or conforming agricultural service co-operative society in accordance with Commission Regulation No 1998/2006, these Regulations and within the framework of other aid programmes approved by the European Commission as a particular new aid measure for the economic crisis situation with a maximum permissible aid amount that is equivalent to EUR 500 000 in lats for one merchant or conforming agricultural service co-operative society in the time period from 1 January 2008 to 31 December 2010 does not exceed EUR 500 000.
[26 January 2010]
 

18. The aid received for the same eligible costs within the framework of these Regulations may not be added to the aid, that is granted in accordance with Commission Regulation No 1998/2006, as well as to other aid of limited amount granted in accordance with a special economic crisis situation aid programme approved by the Commission.
[26 January 2010]
 

19. The aid may be added to the State aid for the same costs, if in the result of such cumulation the aid intensity does not exceed the maximum permissible aid intensity prescribed by Commission Regulation No 800/2008 or the aid programme approved by European Commission,, or an individual aid project.
 

19.1 The aid received within the framework of these Regulations for the same costs may not be added to the financing received within the framework of the Activity 2.2.1.1 ”Investment Fund for Investment in Guarantees, High Risk Loans, Risk Capital Funds and Financial Instruments of other Types” of the supplement to the Activity Programme „Entrepreneurship and Innovations”.
[26 January 2010]
 

VI. Accounting of the Aid
 

20. The Latvian Guarantee Agency shall provide the accounting of the aid granted within the framework of these Regulations, including information that certifies that merchants or conforming agricultural service co-operative societies complying with the conditions referred to in Sub-clauses 5.3, 5.4, 5.5 and 5.6 of these Regulations have not received aid in accordance with these Regulations. The referred to accounting shall be stored by the Latvian Guarantee Agency for 10 years and upon request submitted to the European Commission.
[26 January 2010; 19 October 2010]
 

21. Accounting of aid shall be performed in accordance with the regulatory enactments regarding the samples of accounting forms for de minimis and other aid of limited amount and the procedure for accounting and granting of de minimis and other aid of limited amount.
[26 January 2010]
 

VII. Closing Provision
 [19 October 2010]
 

22. The guarantee applications submitted to the Latvian Guarantee Agency prior to the day of coming into force of the amendments to Sub-clauses 5.4, 5.5 and 5.6 of these Regulations shall be evaluated in accordance with the regulatory enactments in force on the day when the guarantee application was submitted.
 

 

Prime Minister acting for
Minister for Children, Family and Integration Matters 


V. Dombrovskis
 

Minister for Economics 






A. Kampars
Annex 1
Cabinet Regulations No. 269
24 March 2009

.

 

Annual Premium Rates
 

	Credit quality
	Rating Agency "Standard and Poor's" ratings
	Rating Agency "Fitch" ratings
	Rating Agency "Moody’s" ratings
	Annual premium rate (annual safe harbour premium rate)

	
	
	
	
	collateral level*

	
	
	
	
	high
	medium
	low

	The highest quality
	AAA
	AAA
	Aaa
	0,2 % 

(0,4 %)
	0,2 % 

(0,4 %)
	0,2 % 

(0,4 %)

	Very strong payment capacity
	AA

AA

AA
	AA

AA

AA
	Aa 1
Aa 2
Aa 3
	0,2 % 

(0,4 %)
	0,2 % 

(0,4 %)
	0,2 % 

(0,4 %)

	Strong payment capacity
	A
A
A
	A
A
A
	A 1
A 2
A 3
	0,2 % 

(0,4 %)
	0,25 % 

(0,55 %)
	0,25 % 

(0,55 %)

	Adequate payment capacity
	BBB +
BBB
BBB –
	BBB +
BBB
BBB –
	Baa 1
Baa 2
Baa 3
	0,25 % 

(0,55 %)
	0,3 % 

(0,8 %)
	0,3 % 

(0,8 %)

	Payment capacity is vulnerable to adverse conditions
	BB
BB
	BB
BB
	Ba 1
Ba 2
	0,3 % 

(0,8 %)
	0,7 % 

(2 %)
	0,7 %

(2 %)

	
	BB
B
	BB
B
	Ba 3
B 1
	0,7 % 

(2 %)
	1,2 % 

(3,8 %)
	1,2 % 

(3,8 %)

	Payment capacity is likely to be impaired by adverse conditions
	
	
	
	
	
	

	
	B
B
	B
B
	B 2
B 3
	0,7 %

 (2 %)
	1,2 % 

(3,8 %)
	2 % 

(6,3 %)

	Payment capacity is dependent on sustained favourable conditions
	CCC +
CCC
CCC –
CC
	CCC +
CCC
CCC –
CC
C
	Caa 1
Caa 2
Caa 3
	1,2 %

(3,8 %)
	2 % 

(6,3 %)
	3 % 

(9,8 %)

	In or near default
	SD
D
	DDD
DD
D
	Ca
C
	–
	–
	–


 

 

Minister for Economics 






A. Kampars
 [26 January 2010]
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* High collateral level – loss given default below or equal to 30%. Normal collateral level – loss given default between 31% to 59%. Low collateral level – loss given default higher than 60 %. The annual safe harbour premium rate for start-up merchants is 3.8%, but not lower than the safe harbour premium rate, applied to the parent merchant (merchants)





