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The Saeima
 has adopted and the President has proclaimed the following law:

Deposit Guarantee Law

Chapter I

General Provisions 

Article 1. The following terms are used in this Law:

1) guaranteed deposit — monies in any currency held in an account of a client of a deposit taker which the deposit taker shall pay out in accordance with the provisions of law or contract;

2) guaranteed compensation — an amount of monies which in a case of unavailability of deposits is paid out in accordance with the procedures and amounts specified in this Law;  

3) joint deposit — a guaranteed deposit made jointly by two or more persons, or the right of two or more persons to use a guaranteed deposit secured by a contract entered into in writing with a deposit taker, with the exception of a deposit made by natural persons as partners in a personal partnership or partners (participants) in a similar personal association that does not have the status of legal person;

4) deposit taker — a bank, a branch of a foreign bank or a bank registered in a Member State which in accordance with this Law has joined the Deposit Guarantee Fund or a credit union registered in the Republic of Latvia;

5) unavailability of deposits — inability of a deposit taker to pay out deposits due to the following reasons  :  

a) court has taken a decision on insolvency of the deposit taker, or

b) the Financial and Capital Market Commission (hereinafter – the Commission) has revoked a credit institution or credit union operating permit (licence), or 

c) other case when upon recognition of inability of the deposit taker to pay out the guaranteed deposit the Commission has decided on the occurrence of unavailability of deposits;

6) depositor — a person who has a guaranteed deposit with a deposit taker; 

7) Deposit Guarantee Fund — joint ownership of property which is composed of payments of the subjects referred to in Article 7 and whose management is ensured by the Commission.

 Article 2. (1) The purpose of this Law is to define general principles of guarantees with respect to deposits held with deposit takers, as well as procedures regarding the setting up, management and use of the Deposit Guarantee Fund.  

(2) The provisions of this Law shall apply to:

 1) the credit unions, banks registered in the Republic of Latvia, foreign branches of banks registered in the Republic of Latvia.

 2) Latvian branches of banks registered in the Member State, if the regulatory enactments of those Member States provide for guarantees on deposits held with foreign branches of banks, including their Latvian branches, however, do not cover all the deposits provided for by this Law or the guaranteed compensation is less than the minimum guaranteed compensation prescribed by this Law and the relevant bank has notified the Commission of its willingness to join the Deposit Guarantee Fund;

(3) delete
(31) Where the provisions of this Law shall be applicable to the Latvian branches of the banks registered in the Member States, the unavailability of deposits shall occur as of the date when the unavailability of deposits has been recognized in accordance with legal acts of the relevant Member State.

(4) The provisions of this Law shall not apply to:

1) Latvian branches of banks registered in the European Union Member States, if the regulatory enactments of those Member States provide for guarantees on deposits held with foreign, including Latvian, branches of banks and cover all the deposits provided for by this Law, moreover, the guaranteed compensation shall not be less than the guaranteed compensation prescribed by  this Law;

2) delete
(41) The Commission and relevant supervisory institution of a Member State responsible for deposit guarantee system in this State are eligible to enter into a cooperation agreement. The agreement may specify conditions and procedures for information exchange, the amount of guaranteed compensation to be paid to depositors in accordance with provisions of the Law hereof and legislation of relevant State and payout terms. It should be prescribed that in any circumstances the amount of the guaranteed compensation and payout terms shall be limited to those prescribed by this Law.
(5) The provisions of this Law shall not apply to banks or credit unions that, until the day of coming into effect of this Law, have been declared to be in liquidation, insolvent or gone bankrupt.

(6) A decision referred to in Article 1 Paragraph 5 c) hereof shall be taken within 5 working days upon recognition of inability of the deposit taker to pay out the guaranteed deposit.

 Article 3. (1) Irrespective of the date the deposit has been made, the amount of guaranteed compensation to one depositor for a deposit made with a deposit taker shall be at the extent of the guaranteed deposit but not exceeding EUR 50,000 translated into Latvian lats at the Latvian Central Bank’s exchange rate effective on the day when the event of non-availability of deposits occurred.

(2) If a depositor has several guaranteed deposits with one deposit taker, all the guaranteed deposits of one depositor shall be summed up and treated as one guaranteed deposit.

(3) The right of a depositor to the guaranteed compensation and those liabilities of a depositor to the deposit taker, the term of fulfilment of which is due upon the day of occurrence of unavailability of deposits, shall be discharged by a mutual offset, and shall be taken into account in the calculation of the guaranteed compensation.

(4) Guaranteed compensation for a joint deposit shall be paid to each person who has made the joint deposit in conformity with its portion in the deposit as stipulated by a contract entered into with the deposit taker. If each person’s portion in a joint deposit has not been specified, the joint deposit shall be divided into equal portions.

(5) Guaranteed compensation shall be paid in lats.

Chapter II

 Deposit Guarantee Fund

 [11 October 2001]

Article 4. The Commission shall ensure the accumulation of funds with the Deposit Guarantee Fund, the management of the Deposit Guarantee Fund and the payment of guaranteed compensation, as well as exercise the right of actual creditors to make claims against deposit takers in the amount of the guaranteed compensation paid. 

Article 5. The accumulation of funds of the Deposit Guarantee Fund and the payment of guaranteed compensation shall be supervised by the Consultative Council of the Financial and Capital Market Commission.

Article 6.

[11 October 2001]
 

Article 7. The Deposit Guarantee Fund shall be composed of the following:

1) payments of deposit takers in accordance with the amount and procedure specified in this Law;

2) a single payment from the Government budget;

3) a single payment of the Bank of Latvia.
Article 8. (1) A bank and a branch of a foreign bank shall, within a one-month period after it has obtained a credit institution operating permit (licence), make a single initial payment in the amount of 50 000 lats to the Deposit Guarantee Fund, but a credit union shall, within a one-month period after it has obtained a credit union operating permit (licence), make a single initial payment in the amount of 100 lats to the Deposit Guarantee Fund.

(2) Payments of deposit takers to the Deposit Guarantee Fund, which are to be made once a quarter, shall be determined in the amount of 0.05 per cent of the average balance of the guaranteed deposit with the deposit taker in the previous quarter. The Commission shall specify the adjusted rate for relevant deposit taker. In determining the applicable adjusted rate, the Commission shall take into account capital adequacy, liquidity ratio and large exposure ratios of deposit taker as well as quality of deposit taker loan portfolio in the previous calendar year. In applying the adjusted rate, the payment into the Deposit Guarantee Fund shall not be diminished by more than 25 per cent or increased over 40 per cent. Payments of a deposit taker shall be made in lats. 

(21)  The Commission shall determine the procedure for the calculation of payments of the deposit taker to the Deposit Guarantee Fund, as well as notify a deposit taker of the adjusted rate applied to the deposit taker no later than until March 1 of each year. If the deposit taker appeals the Commission’s decision on the adjusted rate applied to him, the deposit taker shall make payments in the amount of 0.05 per cent of the average balance of the guaranteed deposit with the deposit taker in the previous quarter until adoption of a final court decision.

(22) In case a branch of a bank registered in a Member State participates in the Deposit Guarantee Fund referred to in Article 2 (2), Paragraph 2 hereof, payments to the Deposit Guarantee Fund shall be determined in the amount of 0.05 per cent of the average balance of deposits attracted by the branch of the bank and which shall be covered by the guaranteed compensation.

(3) Payments to the Deposit Guarantee Fund shall not be made for: 

1) deposits of central banks and deposit takers;

2) deposits of  financial institutions;

3) deposits of  those institutions that are financed from the Government budget or local government budgets;

4) transit funds (liabilities to the Government of the Republic of Latvia arising from  special funds granted to a credit institution for the issue of transit loans).

(4) A deposit taker shall effect payments to the Deposit Guarantee Fund until the amount paid suffices to ensure the payment of the compensation guaranteed by law to those depositors of such deposit taker who in accordance with law have the right to such compensation. If guaranteed compensation payments of a deposit taker require a greater amount of funds, it shall resume payments to the Deposit Guarantee Fund.  

(5) Payments of a deposit taker to the Deposit Guarantee Fund shall be included in the expenses of the deposit taker.

(6) Upon the payment of compensation to depositors, the Board of the Commission shall be eligible to decide on increasing the payments of a deposit taker to the Deposit Guarantee Fund for a period no longer than one year and in the amount not exceeding double amount (no more than twofold) for the purposes to restore the operation of the Deposit Guarantee Fund.
Article 9. Average balance of guaranteed deposits in the previous quarter shall be calculated as the arithmetic average of the balance of the guaranteed deposits shown in monthly reports on guaranteed deposits for the three months of the respective quarter in compliance with the provisions set out in Article 8, Paragraph three hereof.
Article 10. (1) A deposit taker shall, by the 20th date of the first month of each quarter, make payments to the Deposit Guarantee Fund in the amount specified in Article 8 hereof by entering monies into an account with the Bank of Latvia. 

(2) Payments of a deposit taker to the Deposit Guarantee Fund shall not be regarded as liabilities of the Commission to the deposit taker and shall not be repaid. 

Article 11. A deposit taker has the obligation to, in accordance with the procedure and terms specified by the Commission, submit to the Commission a quarterly report on guaranteed deposits.

 Article 12. (1) A deposit taker has the obligation to calculate and pay a fine for the amounts not paid to the Deposit Guarantee Fund within a specified term. Such a fine shall be paid into an account with the Bank of Latvia.  

(2) A fine for the amounts not paid to the Deposit Guarantee Fund within a specified term shall be 0.05 per cent of the amount overdue for each day’s delay. The fine shall be calculated for a period of time for which a deposit taker has failed to effect its quarterly payment. 

(3) If a Latvia’s branch of a bank registered in a Member State or a branch of a foreign bank in Latvia has a delay in payments to the Deposit Guarantee Fund for more than 30 days the Commission shall without delay inform to that effect the relevant supervisory authority of deposit taker.

(4) If a deposit taker has not in full amounts made payments to the Deposit Guarantee Fund in 30 days according to terms as set by Law, the Commission shall give a warning to the deposit taker about the possible cession of the participation in the Deposit Guarantee Fund.

(5) If a deposit taker has not in full amounts made payments to the Deposit Guarantee Fund within a 12 month period after the Commission has given a warning about the possible cession of the participation in the Deposit Guarantee Fund, the Commission shall cease the participation of the deposit taker in the Deposit Guarantee Fund.

Article 13. (1) The Deposit Guarantee Fund shall be used for guaranteed compensation payments, the cover of expenses related to organising of guaranteed compensation payments, as well as for the remuneration to its manager if in accordance with Paragraph two of this Article the management of the Deposit Guarantee Fund is transferred to another manager. The Deposit Guarantee Fund shall be managed in accordance with the regulations approved by the Board of the Commission. Funds of the Deposit Guarantee Fund shall be kept in an account with the Bank of Latvia. 

(2) In accordance with a decision of the Board of the Commission the management of the Deposit Guarantee Fund may, by entering into a relevant contract, be transferred to another manager.   

(3) Income (interest) obtained as a result of managing the Deposit Guarantee Fund shall be included in this Fund. 

(4) Funds of the Deposit Guarantee Fund may not be used for purposes other than those provided for by this Law. Other funds of the Commission that are not funds of the Deposit Guarantee Fund are prohibited from being used for guaranteed compensation payments. 

Chapter III

Guaranteed Compensation Payments

Article 13.1 (1) The deposit taker on a regular basis shall have available a list of all depositors eligible for compensation under this Law and the amount of the guaranteed compensation. Information on the list shall be updated at least once a day, so as to reflect the total amount of guaranteed compensation at that moment. 

(2) The Commission shall, by regulation, determine procedures for preparing, content and submission of information on the guaranteed deposits. 

Article 14. (1) The guaranteed compensation shall be paid out to a depositor, which is entitled to receive the guaranteed compensation in accordance with the provisions of the Law hereof. The payments of the guaranteed compensation shall be determined in accordance with the data available in the accounting registers of the deposit taker on the day of the occurrence of unavailability of deposits. The depositor is not required to submit to the deposit taker an application and other documents, which attest depositor's rights to the guaranteed compensation.


(2) The deposit taker shall prepare the list of depositors to which the guaranteed compensation is to be paid out. The list shall include those depositors, which have the right to the guaranteed compensation in accordance with the provisions of the Law hereof, and the data on the day of occurrence of unavailability of deposits. The deposit taker shall submit the list to the Commission not later than the next day after the occurrence of unavailability of deposits.
(3) The Commission or its authorised person shall make guaranteed compensation payments to the depositors in accordance with the list specified in Article (2) hereof.

Article 14.1 (1) In case the Commission, the deposit taker, its authorized person, liquidator or administrator ascertains that the payment of the guaranteed compensation has been unjustified, the person that received the payment shall be obliged to return the amount received upon the request of the Commission, deposit taker, its authorized person, liquidator or administrator. 

(2) If the person that received the payment fails to return the received guaranteed compensation voluntary, the Commission, the deposit taker, its authorized person, liquidator or administrator will take legal action to obtain the payback of the compensation.  

Article 15. If the Deposit Guarantee Fund lacks sufficient funds to make guaranteed compensation payments as prescribed by this Law, the Commission shall immediately inform the Ministry of Finance. Funds from the Government budget to ensure payments of guaranteed compensations as prescribed by the Law shall be allotted in accordance with the provisions of the Law on the Budget and Finance Management, The Ministry of Finance shall ensure availability of such payments from the Government budget pursuant to the provisions of the Law on the Budget and Finance Management thereby ensuring that the guaranteed compensations shall be paid in accordance with the requirements of Article 20. 1 of Law hereof.
(2) The Commission shall reverse the funds borrowed from the Government budget from the Deposit Guarantee Fund.
Article 16. After the pay out of the guaranteed compensation the Commission shall acquire the right of claim against a deposit taker in the amount of the paid guaranteed compensation. The claim shall be paid in accordance with the Commission’s calculation. The amount recovered by regress shall be paid in to the Deposit Guarantee Fund.
Article 17. Guaranteed compensation shall not be paid for:

1) deposits of central banks and deposit takers;

2) deposits of financial institutions;

3) deposits of institutions financed from the Government budget or local government budgets, including transit funds;

4) deposits of  stockholders (shareholders) of a deposit taker who have qualifying holdings in the deposit taker, the chairperson and members of the council, board of directors, the head of the internal audit service, the company controller and other employees of a deposit taker who are authorised to conduct the planning, management and control of the operations of the credit institution and who are liable for it;

5) third party deposits made for the account, or on instruction (authorisation), of the persons referred to in Paragraph 7 of this Article; 

6) deposits granted to depositors with interest rates on an individual basis or on other conditions, the fulfilment of which has facilitated the deterioration in the financial condition of the deposit taker;

7) guaranteed deposits that are related to laundering of proceeds derived from criminal activity or that are to be acknowledged as proceeds derived from criminal activity if a court judgment of conviction has taken effect;

8)[27.03.2007];

9) guaranteed deposits resulting from a claim that has arisen or may arise against a deposit taker due to the fact the deposit taker has made transactions in bearer certificates of deposit or bearer bonds;

10) deposits that in accordance with law make up the equity capital of a deposit taker; 

11)[27.03.2007].

Article 18. Guaranteed compensation shall be determined in conformity with the guaranteed amount of a deposit on the day of occurrence of the case of unavailability of the deposit.

Article 19. Guaranteed deposits in foreign currencies shall be calculated in lats according to the exchange rate set by the Bank of Latvia for the relevant foreign currency on the day of occurrence of the case of unavailability of deposits. 

Article 20. (1) To ensure payment of guaranteed compensation within terms specified in Article 20.1 hereof:

1) guaranteed compensation may be paid via one or several banks approved by the Commission, or 
2)  guaranteed compensation may be paid via person (acquirer of guaranteed deposits) to whom a deposit taker has transferred guaranteed deposits in the amount of guaranteed compensation as an undertaking of credit institution revered to in Articles 59.3 and 59.4 of the Credit Institution Law.

(2) If the procedure referred to subparagraph 2 of Article 20 (1) hereof is applied for the payment of guaranteed compensation, the remaining funding to the acquirer of deposit taker’s guaranteed deposit may be assigned from the Deposit Guarantee Fund, in case the guaranteed deposits are not covered by equivalent assets transferred from the deposit taker.

(3) Provisions of the Public Procurement Law shall not be applicable to the Commission when selecting a bank via which to pay guaranteed compensations, but for the purposes to protect interests of depositors the Commission shall make the most favourable choice for depositors to receiving guaranteed compensations.
(4) The Commission may enter into a contract with the selected bank on guaranteed compensation payments in accordance with paragraph 1 hereof. A charge may be prescribed in the contract regarding the clients attracted as a result of ensuring guaranteed compensation payments, which the selected bank shall transfer into the Deposit Guarantee Fund. The amount of the charge depends on the number of depositors, which have expressed a wish and have become the clients of the relevant bank upon receipt of the guaranteed compensation or the charge is set on the basis of other financial factors.
(5) The Commission shall determine the procedure, time and place for the payment of guaranteed compensations and shall publish the information in the newspaper Latvijas Vēstnesis and one more newspaper.

Article 20.1 (1) Guaranteed compensation shall be paid at least within a twenty working days period as from the date of occurrence of unavailability of deposits.  

(2) The Commission, pursuant to a decision taken by the Board of the Commission, has the right to determine the extension of the term of guaranteed compensation payments for a time period not exceeding ten working days. 

 Article 20.2 (1) Before a deposit is made, a deposit taker has the obligation to provide information to a depositor regarding the guaranteed compensation amount and its payment procedures. 

(2) For advertising purposes, a deposit taker may only use a general reference to its participation in the deposit guarantee scheme, and is prohibited from the use of any numerical information regarding deposit guarantees.

Article 21. Complains regarding the right of a depositor to the guaranteed compensation, the amount of guaranteed compensation as well as the time limits of pay out shall be considered by the Commission.

Article 22. The administrative statement issued by the Commission in accordance with this Law may be appealed to the Administrative District Court. The appeal shall be heard at the court of first instance. A panel of three judges shall consider the appeal. Judgement of the Administrative District Court may be appealed to a Court of Cassation.
Chapter V

Accounting Procedures of the Fund Management, Operational Control Procedures and Annual Reports

[11 October 2001]

Transitional Provisions
1. Payments referring to the fourth quarter of 1998 shall be made into the Deposit Guarantee Fund starting 1 January 1999. 

2. In order that the Deposit Guarantee Fund is safeguarded and the Fund management may start its operation, the following measures shall be taken:

1) the Ministry of Finance shall make a single payment of 500 000 lats as stipulated by the Government budget for 1999;

2) the Bank of Latvia shall make a single payment of 500 000 lats.

3. The balance of natural person deposits referred to in Article 9 hereof shall be reduced by the amount of the recognised Government debt as referred to in Decision No. 411 passed by the Council of Ministers of the Republic of Latvia on 1 October 1992, for which Treasury bills were issued on 15 April 1994. This provision shall be effective until the Government has fully repaid all long-term securities.

4. Provisions of Article 8, Paragraph one hereof shall not apply to:

 1) deposit takers who have obtained a credit institution or credit union operating permit (licence) before coming into effect of this legal norm;

2) deposit takers established after the merger of one or several deposit takers which had a valid credit institution or credit union operating permit (licence) on the day of the merger;

3) a Latvian branch of a foreign bank which is set up by reorganising the relevant foreign bank’s subsidiary – a bank registered in the Republic of Latvia,  or with respect to a foreign bank’s subsidiary – a bank registered in the Republic of Latvia which is set up by reorganising a Latvian branch of the relevant foreign bank.

[11 October 2001]

5. [16 October 2008]

6. [16 October 2008]

7. Amendments to the provisions of Article 8 Paragraph two hereof regarding the calculation of payments of deposit takers to the Deposit Guarantee Fund applying the adjusted rate shall come into effect on 1 January 2010.

 8. Amendments to the provisions of Article 13.1 hereof shall come into effect on 1 January 2010.
  This Law shall come into effect on 1 October 1998.

This Law was adopted by the Saeima on 21 May 1998.
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G. Ulmanis

Riga, 3 June 1998.
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