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CABINET OF MINISTERS OF THE REPUBLIC OF LATVIA

Regulations No.107 of 11 March 2003 

Riga

REGULATIONS ON PREPARATION OF THE REPORT ON OPERATION OF THE STATE-FUNDED PENSION SCHEME

Amendments: Cabinet Regulations No.488 of 18 May 2004 (Latvijas Vestnesis, 21 May, No.81; Zinotajs, 2004, No.21)

(minutes No. 14 p. 7)

Adopted in accordance with 

the Law on State Funded Pensions

Clause 6, paragraph 1, Article 10

I. General Provisions

1. The Regulations prescribe the procedure according to which the annual report on the operation of the State-funded pension scheme (hereinafter – scheme) shall be drawn up.

2. State Social Insurance Agency (hereinafter – the Agency) according to the Law on State Funded Pensions, these Regulations and other laws and regulations shall prepare a report on the scheme operation for each year of its operation. 

3. The currency used in the annual report of the scheme operation (hereinafter – annual report) shall be the currency of the Republic of Latvia – lat. The annual account shall be drawn up in Latvian language.

4. The annual report shall be submitted to the Ministry of Welfare and it shall be publicly available. Not later than within one month after approval of the annual report the Agency shall submit a copy of the annual report and the opinion of a sworn auditor for publishing in the newspaper Latvijas Vestnesis.  A report on the movement of the scheme funds, report on the scheme funds and the opinion of a sworn auditor shall be published in the newspaper Latvijas Vestnesis in full extent.

II. Reporting Period of the Scheme

5. The reporting period shall comprise 12 months and shall coincide with the reporting year of the agency.

6. The reporting period may be changed, providing a respective justification in the Notes of the accounts.

7. Where the beginning of the existing scheme reporting year is changed, the reporting period shall not exceed 12 months. 

III. Information to be Included in the Annual Report

8. The annual report shall provide a clear and true view on the scheme management, its financial condition, income and expenses, State social insurance contributions (hereinafter – contributions) made and fund transfers, 

The movement of the scheme participants, as well as the conformity of the scheme participant account accountancy with the requirements of laws and regulations.

9. Where the information included in the annual report prepared in accordance with these Regulations does not give a true and clear view on the scheme, the Agency shall provide additional information in the Notes to the annual report.

10. In order to provide, according to Clause 8 of these Regulations, a true and clear view on the scheme, in exceptional cases the Agency may deviate from the separate requirements of these Regulations, explaining each such deviation in the Notes to the annual report, specifying its nature, reason and effect on the annual report of the scheme, as well as the selected method. 

IV. Sections of the Annual Report

11. The annual report as one whole shall consist of:

11.1.the  report of the Director of the Agency; 

11.2. a description of the scheme operation; 

11.3.the  report on the responsibility of the Agency’s Director; 

11.4.the  report on the movement of the scheme funds; 

11.5. the report on the scheme funds; 

11.6. the report on the movement of the scheme participants; 

11.7. Notes.

12. The following additional information of the scheme operation shall be provided in the annual report:

12.1. the possibilities to receive other documentation related to the scheme operation, and

other reports; 

12.2. the possibilities to receive the State-funded pension (hereinafter – funded pension); 

12.3.a  note regarding question and proposal addressing.

13. The report on the movement of the scheme funds, the report on the scheme funds and the report on the movement of the scheme participants shall be prepared in accordance with the requirements prescribed in Clauses 37, 47 and 53 of these Regulations.

14. Items specified in Clauses 37, 47 and 53 of these Regulations shall be reflected each one separately in the given order. Items marked with the Arabic figures may be subdivided.  In accordance with the scheme properties new items market with the Arabic figures may be added, if their content is not included in any of the existing items.

15. Items marked with the Arabic figures may be merged, if their amounts are not significant or such merging improves clarity. The merged items shall be specified in the Notes to the annual report.

16. In the annual report corresponding indicators from the annual report of the previous year shall also be specified for each item of the report on movement of the scheme funds, for each item of the report on the scheme funds and for each item of the report on the movement of the scheme participants, as well as for the supplements specified in Clause 14 of these Regulations. Where the mentioned indicators are not comparable, they shall be explained in the Notes to the annual report.

17. Items of the report on the movement of the scheme funds, report of the scheme funds and report on the movement of the scheme participants without values, shall be provided if the respective item had value in the annual report of the previous year.

V. Drawing Up and Signing of the Annual Report

18. The annual report shall be signed by the Agency’s Director and approved by the Minister of Welfare. 

(reading of Cabinet Regulations No.488 of 18 May 2004)

19. Not later than within one month after approval of the annual report and not later than within seven months after the end of the reporting year the Agency shall submit to the Ministry of Welfare the approved annual report together with the opinion of a sworn auditor.

VI. Information to be Used for the Preparation of the Annual Report

20. The annual report as one whole shall be prepared based on:

20.1. the accounting and financial information on the Agency’s scheme funds  and operations with them; 

20.2.the  information on management of the scheme funds  (received from the scheme fund managers (audited annual report on the management of the scheme funds and annual report of the fund managers));

20.3.the  information on life assurance (life pension) services (received from insurers).

21. When preparing the annual report, audited annual reports on the scheme fund management received from the scheme fund managers that are prepared in accordance with the procedure set by the Financial and Capital Market Commission and that are submitted by fund managers to the Agency not later than within four months after the end of the scheme reporting year, shall be used.

22. Where any of the annual reports on the scheme fund management included in the annual report, opinion of an auditor or report of the holding bank contains notes, the Agency shall provide the necessary information in the annual report so that a user of the reports could get a clear view on the effect of the mentioned notes on the annual report as a whole.

23. When preparing the annual report the Agency shall undertake to ensure in the scheme participant interests an equal attitude towards all fund managers and equal requirements for reflection of information, thereby facilitating the activity of the fund managers under conditions of free and fair competition.

24. In the annual report it shall be forbidden to the Agency to provide the users of the annual report with any recommendations and opinion on the activity of any fund manager, its possible advantages or disadvantages. 

VII. Report of the Agency’s Director and Review of the Scheme Operation

25. In the report the Agency’s Director shall provide a summary on the scheme operation and operation results during the reporting period, as well as information on circumstances that are significant in order to evaluate the scheme funds, financial condition and financial results of the reporting period.  The Agency’s Director shall also provide information on significant events since the end of the reporting period and on the further scheme operation and development.

(reading of Cabinet Regulations No.488 of 18 May 2004)

26. The scheme operation review shall include summarization of analytical and statistical information that provides clear and true view on all aspects of the scheme operation during the reporting period. Statistical information shall be provided in series, including information on previous periods.

27.  Main sections of the scheme operation review shall be:

27.1. the scheme operation; 

27.2. information on the scheme participants; 

27.3. the scheme fund managers and holding banks; 

27.4. the operation results of the scheme investment plans. 

28. Section “Scheme Operation” shall include the following information:

28.1. the purpose of the scheme operation and role of the Agency in ensuring the scheme operation; 

28.2. the scheme administration, including administrative expenses of the Agency related to the scheme and their analysis; 

28.3. the changes in the scheme operation if such have been made during the reporting year.

29. Section “Information on the Scheme Participants” shall include the following information:

29.1. an analysis of the scheme participants in breakdown by sex and age; 

29.2. an analysis of the fund managers of the scheme participants and selection of the investment plan; 

29.3. an analysis of the contributions made during the reporting period; 

29.4. comments on movement of the participants during the reporting year; 

29.5. an analysis of the scheme participants who retired during the reporting year; 

29.6. an analysis of the expenses of the reporting period; 

29.7. an analysis of changes in the average pension capital of the scheme participants during the reporting period.

30. Section “Scheme Fund Managers and Holding Banks” shall include the following information:

30.1. a description of the scheme fund management process; 

30.2. supervision of the scheme fund management, as well as information on significant investment restriction violations during the reporting year and measures taken for their aversion; 

30.3. the most significant changes during the reporting period, change of fund managers and holding banks; 

30.4. information of the fund managers involved in the scheme operation; 

30.5. information on the holding banks involved in the scheme operation.

31. Section “Operation Results of the Scheme Investment Plans” shall include the following information:

31.1. an investment analysis of the investment plans and changes in comparison to the previous reporting period; 

31.2. an analysis of the operation results of the scheme investment plans (asset amount, profitability) during the reporting period and changes in comparison to the previous reporting periods; 

31.3. an analysis of the investment plan funds as at the end of the reporting period, including information on significant concentration of the scheme funds  (investments in one type of assets in amount exceeding 5% of the total investment plan assets); 

31.4. an analysis of the investment management expenses, including information on remuneration regulations for the scheme fund managers and holding banks; 

31.5. an analysis of the macroeconomic aspects of the scheme operation (scheme funds in comparison to gross domestic product and other indicators).

32. The Ministry of Welfare may request the Agency including additional information in the scheme operation review if it is necessary for true and clear view on the scheme and scheme supervision.

VIII. Report on Responsibility of the Agency’s Director

33. In the report on responsibility of the Agency’s Director (hereinafter - report) responsibility of the Agency’s Director on preparation of the annual report and provision of true and clear view on the scheme management, its financial condition, income and expenses, contributions made and fund transfers shall be confirmed as well as on conformity of the account of the scheme participant accounts to the requirements of laws and regulations.

34. In the report the Agency’s Director shall:

34.1. confirm that when preparing annual reports, adequate accounting methods have been used and consequently applied , as well as laws and regulations regulating scheme accounting and preparation of the scheme annual reports have been observed; 

34.2. confirm that he is responsible for adequate accounting , for retaining of the scheme funds disposed by the Agency, for prevention of fraud and other unfair behaviour, as well as for correspondence of the scheme operation to the Law of State Funded Pensions and other laws and regulations; 

34.3. specify that the annual reports on the scheme fund management are prepared by the  fund managers, who are responsible for that and who manage the respective investment plans.

(With amendments, made by the Cabinet Regulations No.488 of 18 May 2004)

35. The Director of the Agency shall be responsible for accurate summarization of information provided by the scheme fund managers and insurers and its reflection in the annual report.

(With amendments, made by the Cabinet Regulations No.488 of 18 May 2004)

36. The report shall be signed by the Director of the Agency.

IX. Report on Movement of the Scheme Funds and Instructions on Separate Items of the Report on Movement of the Scheme Funds

37. Report on the movement of the scheme funds shall reflect contributions, from which deductions for the Agency’s expenses for the scheme administration are made, expenses, as well as income and expenses from operations with investments according to the following sections:

I. Fund contributions and disbursed pension capital

1. Fund contributions. 

2. Deductions to the Agency for administration of the scheme from the contributions made.

3. Net fund contributions during the reporting period (difference between row 1 and row 2).

4. Disbursed pension capital in breakdown by types of payments. 

5. Net scheme fund contributions and disbursed pension capital (difference between row 3 and row 4).

II. Scheme fund investment 

6. Investment income.

7. Investment management expenses. 

8. Taxes and fees.

9. Investment revaluation result (net).

10. Scheme fund investment result (sum of rows 6, 7, 8 and 9).

11. Net income during the reporting period (sum of rows 5 and 10).

III. Scheme funds at the beginning of the reporting period. 

IV. Scheme funds at the end of the reporting period. 

38. The item “Fund Contributions” shall reflect contributions made in favour of the scheme participants in the funded pension capital during the respective reporting period.

.

39. The item “Deductions to the Agency for Administration of the Scheme from the Contributions Made” shall reflect expenses of the Agency that are related to the scheme administration (shall be reflected in details in the Notes to the annual report). 

40. The item “Disbursed Pension Capital in Breakdown by Types of Payments” shall reflect payments of the pension capital, specifying them as payments to the participants who upon reaching retirement age, have added the saved funded pension capital to the pension capital, formation of which is prescribed by the Law on State Pensions (hereinafter – non-funded pension capital), payments to the participants who upon reaching retirement age have acquired life assurance policy, and payments in relation to a participants death.  These items if necessary shall be reflected in details in the Notes to the annual report.

41. The item “Investment Income” shall reflect the income from investment plan assets (dividends, interest income and other income) that, if necessary, shall be reflected in details in the Notes to the annual report.

42. The item “Investment Management Expenses” shall reflect remuneration to the fund managers, auditors, holding banks, as well as other investment plan asset management expenses.  

43. The item “Taxes and Fees” shall reflect those taxes and fees that are related to the investment plan operation.

44. The item “Investment Revaluation Result (Net)” shall reflect unrealised and realised income from the investment revaluation and transactions with investments.

45. The information referred to in Clauses 41, 42, 43 and 44 of these Regulations shall be obtained from the annual report prepared by the scheme fund managers on the scheme fund management. 

46. The item “Scheme Funds at the End of the Reporting Period” shall be equal to the item “Pension Capital of the Scheme Participants” of the report on the scheme funds referred to in Clause 47 of these Regulations.

X. Report on the Scheme Funds and Instructions on Separate Items of the Report of the Scheme Funds

47. The scheme funds shall be reflected in breakdown by investment plans managed by the fund managers and disposed by the Agency according to the following sections:

I. Assets

1. Scheme funds managed by the fund managers. 

2. Scheme funds disposed by the Agency.

II. Scheme liabilities

III. Net assets of the scheme

IV. Pension capital of the scheme participants 

48. The item “Scheme Funds Managed by the Fund Managers” shall specify the scheme funds managed by the fund managers in breakdown by respective investment plans. 

49. In the Notes of the annual report for the item “Scheme Funds Managed by the Fund Managers”:

49.1. the proportion in per cent of each investment plan of the scheme in the total scheme funds in the investment plans shall be specified. Investment plans shall be grouped into investment plan categories similar by investment policy (for example, currency, geographical region, economy sector) and the proportion in per cent of each category in total scheme funds in the investment plans shall be specified, as well as the proportion in per cent of the respective investment plan category during the previous period shall be specified;

49.2. the net asset movement of the scheme investment plans shall be analysed by investment plans during the reporting period, as well as movement of the scheme investment plan shares by investment plans during the reporting period and net profitability of each investment plan during the reporting period;

49.3. the total investment plan funds and investment plan funds in Latvia by investment plans shall be analysed in detail;

49.4. the movement of the scheme fund investments during the reporting period shall be analysed in detail (balance of the scheme funds as at the beginning of the reporting period, acquisition during the period, realised during the period, change in the investment value during the period, balance of the scheme funds as at the end of the period); 

49.5. the investment of the scheme funds in the plans shall be analysed in detail by the geographical location of the investments (Republic of Latvia, Republic of Estonia and Republic of Lithuania, the European Union or Member States of the European Economic Area, Member States of the International Organization for Economic Co-operation and Development);  

49.6. the investment of the scheme funds in the plans shall be analysed in detail by the investment currencies (lats, USA dollars, euro, other currencies).

50. The item “Scheme Funds Disposed by the Agency” shall specify the scheme assets disposed by the Agency (including payments made by the Agency in the investment plans until receiving the confirmation on transfer of the funds into the investment plans).

51. The item “Scheme Liabilities” shall reflect liabilities related to the scheme administration, as well as payments to be made during the reporting period but not yet disbursed to the retired scheme participants.

52. The item “Pension capital of the Scheme Participants” shall reflect the funded pension capital accrued by the scheme participants. The item shall be equal to the item “Scheme Funds at the End of the Reporting Period” of the report on movement of the scheme funds referred to in Clause 37 of these Regulations.

XI. The report on the scheme participants and notes on the report on movement of the scheme participants

53. The information on movement of the scheme participants during the reporting period shall be specified in the report on movement of the scheme participants according to the following sections:

I. Number of the scheme participants at the beginning of the reporting period

1. Scheme participants who are mandatory subjects to the scheme.

2. Scheme participants who voluntarily joined the scheme. 

II. Newly registered participants during the reporting period

1. Scheme participants who are mandatory subjects to the scheme.

2. Scheme participants who voluntarily joined the scheme.

III. Participants who discontinued their participation in the scheme during the reporting period

1. Scheme participants who, reaching the retirement age, have acquired life assurance policy.

2. Scheme participants who, reaching the retirement age, added the funded pension capital to the non-funded pension capital.

.

3. Scheme participants who died.

IV. Number of the scheme participants at the end of the reporting period

1. Scheme participants who are mandatory subjects to the scheme.

2. Scheme participants who voluntarily joined the scheme.

54. In the Notes to the annual report movement of the scheme participants by investment plans during the reporting period shall be analysed in detail for the item “Analysis of the Movement of the Investment Plan Participants”.

XII. Valuation of the Annual Report Items

55. Annual report items shall be valued according to the following general principles:

55.1. it is assumed that the scheme is a going concern;

55.2. the valuation methods are the same as applied in the previous year;

55.3. in valuating the principle of prudence and the following conditions shall be observed:

55.3.1. only income obtained by the reporting date shall be included in the report; 

55.3.2. all the possible risk amounts and losses, which occurred during the reporting year or the previous years, shall be taken into account (including if they have been uncovered in the period between the reporting date and the date the annual report is prepared);

55.3.3. all decreases in the value and depreciation amounts shall be taken into account irrespectively of whether the reporting period income exceeds expenses or expenses exceed income; 

55.4. The report on the movement of the scheme funds shall also include income and expenses relating to the reporting year irrespectively of the payment date and invoice reception or issue date. Expenses shall be matched with income during the respective reporting periods;

55.5. the items of assets and liabilities shall be valued separately;

55.6. the value of the scheme funds at the beginning of the reporting period shall match the value of the scheme funds at the end of previous reporting period; 

55.7. all items that significantly affect the evaluation of the annual report users or decision making shall be specified. Insignificant items that do not materially change the annual report but makes it too detailed may be omitted. In such case combined items shall be provided in the report on the movement of the scheme funds, the report on the scheme funds and the report on movement of the scheme participants, but their details shall be provided in the Notes; 

55.8. transactions related to the scheme funds shall be registered and specified in the annual report by taking into account their economic content and substance.

56. Where, observing the principles referred to in Clause 55 of these Regulations, separate transactions or events are evaluated observing the principle of prudence, according to which income is specified only when it is already received or receiving it is surely expected, but expenses shall be registered already when their occurrence is expected.

57. When preparing the annual report the Agency may derogate from the principles referred to in Clause 55 of these Regulations only due to reasonable reasons, the essence and influence of which on the financial condition of the scheme and operation results shall be explained in the Notes to the annual report, as well as it shall be specified how it affects the scheme assets and liabilities, financial condition and financial results.

58. In the annual report assets and liabilities shall be provided at a value that shall not be reduced by deducting the value of the liabilities from the asset value or deducting the value of the assets from the value of the liabilities, except for cases when the Agency has legally justified rights for such reduction of the value of assets or liabilities.

XIII. Information to be Included in the Notes to the Annual Report

59. The Notes to the annual report shall include explanatory information on the content of the items, as well as other information that has significantly affected or can significantly affect the value of the pension capital of the scheme participants and valuation of the financial condition of the scheme. 

60. The Notes to the annual report shall include the necessary information requested in these Regulations and accounting principles used for the preparation of the reports, as well as any other information that is necessary in order for the annual reports to give clear and true view on the scheme operation.

61. In addition to the components of the annual report specified in these Regulations the Agency shall have rights to provide in the Notes to the annual report other information that is related to the scheme operation.

XIV. Closing Provisions

62. In order for the end of the first reporting period of the scheme to match the end of the reporting period of the Agency, the first reporting period of the scheme may comprise a time period that is shorter than 12 months.

63. To declare the Cabinet Regulations No.235 “Regulations on Preparation of Operation Reports of the State-funded Pension Scheme” of 12 June 2001 (Latvijas Vestnesis, 2001, No.93) invalid.

Prime Minister 
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