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Decision of the Board of the Financial and Capital Market Commission

 No.54

(minutes No. 10 p. 4)

Riga, 19 March 2004

REGARDING APPROVAL OF THE REGULATIONS FOR THE COMPLETION AND KEEPING OF SOURCE DOCUMENTS ASSOCIATED WITH FINANCIAL INSTRUMENT TRANSACTIONS 

On the basis of Clause 1 of Article 6, Clause 1 of paragraph 1 of Article 7 and Clause 2 of Article 17 of the Law on the Financial and Capital Market Commission, 

The Board of the Financial and Capital Market Commission (address – Kungu iela 1, Riga LV-1050) 

d e c i d e s:

1. To approve the Regulations for the Completion and Keeping of Source Documents Associated with Financial Instrument Transactions. 

2. To set that regulations referred to in Clause 1 of this decision shall come into effect from 1 June 2004. 

3. With the regulations referred to in Clause 1 of this decision coming into effect the Regulations for the Conclusion of Security Transactions approved by the decision No.22 of the Financial and Capital Market Commission of 7 December 2001 shall lose their validity.  

Chairman of the Financial and 

Capital Market Commission



                                           U. Cerps

REGULATIONS FOR THE COMPLETION AND KEEPING OF SOURCE DOCUMENTS ASSOCIATED WITH FINANCIAL INSTRUMENT TRANSACTIONS 

1. GENERAL PROVISIONS

1.1. “Regulations for the Completion and Keeping of Source Documents Associated with Financial Instrument Transactions” (hereinafter – the Regulations) are prepared in accordance with Clause 9 of paragraph 1 of Article 124 and Clause 6 of paragraph 2 of Article 124 of the  Financial Instrument Market Law.

1.2. The Regulations prescribe the procedure according to which the source documents associated with financial instrument transactions shall be completed and kept. 

1.3. The Regulations shall be binding on investment brokerage companies and credit institutions that provide investment services and ancillary investment services in the Republic of Latvia. 

1.4.  Terms used in the Regulations:

1.4.1. client – a person, to whom an investment brokerage company or a credit institution provides investment services; 

1.4.2. contract – a contract concluded by an investment brokerage company or a credit institution with a client regarding provision of investment services; 

1.4.3. identification data –the  information referred to in Clause 6 of the Law on the Prevention of Laundering of Proceeds Derived from Criminal Activity that is obtained on a natural or a legal person; 

1.4.4. authentication – the package of means (password, code card data, electronic key etc.) and events provided for in a contract, which ensures and allows considering that respective identification data or data derived from them (internet banking user name or code etc.) are used by their owner; 

1.4.5. authorization – the package of means and events established by an investment brokerage company or a credit institution that ensures that the authenticated  person may carry out only the activities prescribed in a contract (receive information on financial instrument account balance, give an order for a transaction with financial instruments etc.); 

1.4.6. order  - the expression of a client’s will (purchase, sell, transfer to another account or another person, de-register pledge etc.), according to which an investment brokerage company or a credit institution starts the conclusion of a financial instrument transaction; 

1.4.7. other explanations of terms and notions correspond to the explanations and terns and used notions provided in the Financial Instrument Market Law. 

2. PROCEDURE FOR THE COMPLETION AND KEEPING OF A CONTRACT WITH A CLIENT

2.1. Before concluding a contract an investment brokerage company or a credit institution according to the procedure established at the investment brokerage company or credit institution shall disclose to the client the information specified in paragraph 3 of Article 126 and paragraph 8 of Article 126 of the Financial Instrument Market Law, drawing up a written document on its disclosure or keeping the information on its disclosure fact on electronic information carriers (voice record etc.). 

2.2. At least the following information shall be provided in a contract:

2.2.1. the identification data of a client of an investment brokerage company or a credit institution and the client’s address.  In case of opening a nominal account the identification information and address of the person who opened the nominal account shall be specified; 

2.2.2. the procedure according to which an investment brokerage company or a credit institution gives an order for the conclusion of transactions with financial instruments, and the procedure for client authentication; 

2.2.3. information on risks related to the provision of specific services and that are undertaken by the client; 

2.2.4. the procedure for the exchange of information related to the conclusion of financial instrument transactions between an investment brokerage company or a credit institution and a client (information transfer and receiving ways, means, terms etc.);

2.2.5. the procedure for servicing the financial instrument events (shareholders’ meeting, dividend, interest payment, redemption of debt financial instruments, change of nominal value of financial instruments, merging issues of financial instruments, separation of financial instrument issues, issue of signing rights etc.); 

2.2.6. the settlement procedure of an investment brokerage company or a credit institution and a client regarding the conclusion of financial instrument transactions;

2.2.7. the procedure for informing a client in case of changes in the service tariffs of an investment brokerage company or a credit institution; 

2.2.8. the procedure for mutual reimbursement for losses; 

2.2.9. the mutual dispute settlement procedure; 

2.2.10. the contract amendment procedure.  

2.3. If any information referred to in Clause 2.2 of these regulations is related to a investment service or an ancillary investment service the respective investment brokerage company or credit institution does not provide it shall not be specified in a contract.    

2.4. An investment brokerage company or a credit institution shall submit one copy of a written contract to the client. 

2.5. An investment brokerage company or a credit institution shall ensure for contracts concluded in electronic manner:

2.5.1. a possibility to the client before conclusion of a contract to get acquainted with the provisions of the contract regarding provision of the investment services; 

2.5.2. after conclusion of a contract, keeping of information about the contract parties, contract conclusion time and provisions on electronic information carriers of an investment brokerage company or a credit institution, including in case of a contract amendment for all readings of a contract that were in effect  during the respective time period; 

2.5.3. access to the client to the contract readings effective during all the contract validity period and if amendments are made to the contract to all readings of the contract that were in effect during the respective time period; 

2.5.4. the possibility upon the request of a client to submit a written document that confirms the contract conclusion fact and provides information about the contract parties, contract conclusion date and its provisions. Upon the request of a client such document shall be submitted on any reading of a contract that was in effect during respective time period.

3. PROCEDURE FOR THE COMPLETION AND KEEPING OF A CLIENT’S ORDER

3.1. An investment brokerage company or a credit institution shall accept orders drawn up and submitted in accordance with the contract provisions (orders submitted by a client in person (on paper), by telecommunication means (phone, fax) or in electronic manner). 

3.2. An investment brokerage company or a credit institution may accept a client’s order submitted by telecommunication means (phone, fax) or in electronic manner only in case if it:

3.2.1. ensures authentication of the client; 

3.2.2. ensures the keeping of the order in the manner it has been received (voice form, electronic form etc.).  

3.3. The time of receipt shall be registered for each order (receipt date and time in hours and minutes) specified on the order for orders submitted by a client in person or by fax on a paper, but for orders submitted by means of telecommunication or in electronic manner (storing the information about it on electronic information carriers of an investment brokerage company or a credit institution.  

3.4. The client’s orders shall be stored in the same unchanged form and unchanged content they are submitted in so that at any moment and during all the period the client orders are stored it is possible to make sure on the submission of a client’s order, to determine the submitter of an order, order submission date and time in hours and minutes, and to get acquainted with the information included in it. 

3.5.  An order shall include at least the following information: 

3.5.1. the type of transaction (purchase, sale, transfer, de-registration, pledging etc.); 

3.5.2. the financial instrument, specifying information that clearly allows identifying the financial instrument (type of the financial instrument and name of its issuer, ISIN code etc.); 

3.5.3. the price of the financial instrument its interval or mechanism of its determination (market price etc.), if the transaction fulfilment price is a significant component of the specific financial instrument transaction or if the client gives special instructions regarding transaction fulfilment price; 

3.5.4. the financial instrument transaction fulfilment time or the fulfilment date, if the transaction fulfilment time or date is a significant component of the specific financial instrument transaction or if the client gives a special instruction regarding transaction fulfilment time or date.   

3.6. An investment brokerage company or a credit institution may request and a client may also provide other information that is necessary or is related to the conclusion of the financial instrument transaction (market segment in which the transaction is concluded etc.). 

3.7. If a client submits an order in person (on paper), it shall be filled in two copies, also specifying the client’s identification data in the order. The client and the representative of the investment brokerage company or the credit institution, who accepts the order, shall sign it in person.  One copy of the order shall be submitted to the client.

3.8. About the orders submitted by means of telecommunication (phone, fax) or in electronic manner in addition to the requirements specified in Clauses 3.3 and 3.4 of these Regulations an investment brokerage company or a credit institution shall ensure:

3.8.1. client authentication and authorization, keeping the information about the authentication and authorization fact (for example audit trails etc. on electronic information carriers of a investment brokerage company or a credit institution or on paper specifying information on the received fax on paper form order; 

3.8.2. the possibility upon the request of a client to issue a written document that contains information on the financial instrument transaction order submission fact, submission date and time in hours and minutes, information included in the order regarding the financial instrument transaction  to be performed. 

4. PROCEDURE FOR KEEPING OTHER SOURCE DOCUMENTS 
4.1. An investment brokerage company or a credit institution, if it is necessary for ensuring the provision of investment services or ancillary investment services, may use services provided by other persons (hereinafter – cooperation partner). 

4.2. A cooperation partner may be only a person, to which a permit for providing investment services, to register and record financial instruments, to ensure making financial instrument and money settlements in financial instrument transactions or organize the regulated market is issued in the country of its origin, or which, in accordance with the Law on Settlement Finality in Payment and Financial Instrument Settlement Systems is a participant of a system defined in the mentioned law.     

4.3. Receiving information from the cooperation partner on a financial instrument transaction, financial instrument transaction settlements or on financial instrument events shall be carried out in accordance with the contract concluded between the investment brokerage company or credit institution and a cooperation partner regarding use of the services provided by the cooperation partner, or accordingly respective financial instrument trading system and financial instrument transaction settlement system provisions that are binding on the parties involved in the transaction or settlements.

4.4. Information referred to in Clause 4.3 of these Regulations may be received in written form (paper document) or electronic manner (hereinafter - notification). 

4.5. The notification shall be kept in unchanged form and unchanged content as it is received so that at any moment and during all the notification storage period it is possible to make sure about the receipt of the notification – to determine the sender of the notification, its receipt time (receipt date and time in hours and minutes) and get to become acquainted with its content.  

4.6. An investment brokerage company or a credit institution shall ensure authentication of the notification sender for the notifications received electronically.    

* * *
