Unofficial translation

In effect as of 1 September 1998.
Published: Latvijas Véstnesis' N0.188/189 on 30 June 1998.

Text consolidated with amending laws of:
15 April 1999;
1 June 2000;
16 May 2002,
27 March 2003;
20 November 2003;
26 November 2003;
17 June 2004;
16 December 2004.

The Saeima* has adopted and the
President has proclaimed the following Law:

On Insurance Companies and Supervision Thereof

Chapter I
General Provisions

Article 1. The following terms, which conform to the terms used in the Insurance
Contract Law, are used in this Law:

1) insurance 1 transfer of a risk of potential loss from a policyholder or the insured to
the insurer;

2) [27 March 2003];

3) insurer T that which is registered in the Republic of Latvia:

a) acompany in the form of a joint stock company or a mutual cooperative
insurance society that in accordance with this Law has the right to provide
insurance (hereinafter T insurance company),

b) a branch of a foreign insurer that in accordance with this Law has the right to
provide insurance;

4) foreign insurer T an insurer registered outside the Republic of Latvia which has
the right to provide insurance in the home (registration) country;

5) chief actuary T an official of an insurance company or a non-Member State
insurerds branch who assesses concluded insurance contracts and accepted reinsurance
contracts and the financial stability of the insurance company or the non-Member
State insurerds branch;

6) reinsurance 1 transfer of a risk of potential financial loss from an insurer to the
reinsurer;

7) reinsurer T a company providing reinsurance;

8) [27 March 2003];

9) technical provisions T contingent liabilities of an insurer calculated in conformity
with insurance contracts concluded and reinsurance accepted;

10) close links T a situation in which two or more persons are mutually linked:
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a) by participation T the person owns, directly or by way of control, 20 per cent
or more of the voting rights of the insurance company, or the person, directly
or by way of control, has acquired a participating interest covering 20 and
more per cent of the share capital or the voting shares of the insurance
company;

b) by way of control;

c) with one and the same person by way of control;

11) Member State insurer T a foreign insurer registered in a Member State having
the right to provide insurance in the home (registration) country;

12) Member State T a Member State of the European Union or the European
Economic Area;

13) branch of an insurance company T a unit segregated territorially or otherwise
which does not have the legal person status and which operates in the name of the
insurance company;

14) branch of a foreign insurer — a branch of a foreign insurer established and
registered in the Republic of Latvia which operates as:

a) a branch of a Member State insurer T a branch of a Member State insurer
established and registered in the Republic of Latvia;

b) a branch of a non-Member State insurer T a branch of a non-Member State
insurer established and registered in the Republic of Latvia;

15) non-Member State insurer T a person registered in a foreign country (outside
the Community) which has the right to provide insurance in the home (registration)
country;

16) home (registration) country T a Member State where the insurance undertaking
IS registered;

17) state where insurance objects related to the risk insured are situated:

a) a state where insured immovable property and property (ownership) existing
therein are situated if they are covered by one and the same insurance contract;

b) the registration state of a vehicle if any type of vehicle is insured;

c) a state where a policyholder has taken out a policy of four monthsd duration
covering any risk associated with travel or business trip;

d) in all other cases not referred to in Sub-clauses a), b) and c) of this Clause, the
state of the habitual residence of a policyholder or, if the policyholder is a
legal person, the state where its unit, to which the insurance contract pertains,

Is situated,
18) fund member T a company that in accordance with this Law has the right to
provide insurance and a branch of a foreign insurer making payments into the Fund
for the Protection of the Insured;
19) persons linked to an insurer T persons who conform to any of the following
characteristics:
a) persons having a qualifying holding in the insurer and spouses, parents and
children of such persons T natural persons;
b) subsidiaries of the insurer, as well as companies over which the insurer
exercises a significant influence;
c) executive board and supervisory board members of the insurer;
d) companies in which the persons referred to in Sub-clauses a), b) and c) of this
Clause have a qualifying holding;
20) control T a person has control over a company if:



a) this person exercises a decisive influence over the company on the basis of
participation;
b) this person exercises a decisive influence over the company on the basis of a
group of companies contract;
c) relations analogues to any of the relations referred to in Sub-clauses a) or b)
between this person and the company exist;
21) a qualifying holding T a directly or indirectly acquired participating interest
covering 10 and more per cent of the share capital, or the number of voting shares, of
an undertaking (a company), which renders it possible to substantially influence the
financial and operational policy of the undertaking (company);
22) supervisory authority of an insurer T a competent authority which in
accordance with law has the right to carry out the supervision of foreign insurers in its
home (registration) country;
23) insurance intermediary T an insurance agent, an insurance agency and an
insurance brokerage firm (Deletion of Clause 23 shall become effective
simultaneously with the coming into effect of the law stipulating provisions for
operations of insurance and reinsurance intermediaries/see Clause 24 of the
Transitional Provisions);
24) parent company T a company controlling another company;
25) subsidiary T a company controlled by another company;
26) an insurance undertaking T a legal person that is entitled to provide insurance
services in a Member State;
27) host country T a Member State other than a home country, in which an insurance
undertaking registered in the home country has a branch or in which an insurance
undertaking of the home country provides insurance services without opening a
branch;
28) competent authorities T public administrative authorities, courts, liquidators,
administrators and other institutions or persons who exercising the authority under
law decide on reorganization measures or winding up proceedings, carry out
reorganization measures or winding up proceedings or supervise reorganization
measures or winding up proceedings;
29) winding up proceedings T a set of legal measures for voluntary or mandatory
termination of the operation of an insurance undertaking or a non-Member State
insurer (also its branches) which takes place pursuant to the procedures prescribed by
law and involves realising the assets of the insurance undertaking or the non-Member
State insurer and distributing the proceeds among the creditors and shareholders
(members) pursuant to the procedures prescribed by law,
30) reorganization measures T legal measures that involve branches of an insurance
undertaking or a non-Member State insurer and that affect or may affect rights of third
parties and are taken to preserve or restore the solvency of the insurance undertaking
or the non-Member State insurer;
31) netting of claims and liabilities T a legal relationship established based upon an
agreement in writing between a debtor and a creditor before winding up proceedings
of the debtor are opened or the insolvency proceeding declared pursuant to the
procedure prescribed by law starts, for the purpose of converting claims and liabilities
arising from mutual contracts in one claim or liability so that only one claim is raised
and only one liability must be met;
32) offsetting of claims and liabilities T complete mutual offsetting of claims of
debtors and creditors and liabilities arising from a contract, irrespective of their



amount (sum), before winding up proceedings of the debtor are opened or the
insolvency proceeding declared pursuant to the procedure prescribed by law starts;
33) insurance holding company T a parent company, other than an insurance
company, a reinsurer or a foreign insurer, the main business of which is to acquire and
hold participations in subsidiaries where such subsidiaries are:

a) exclusively insurance companies, reinsurers or foreign insurers, one at least of
such subsidiaries being an insurance company or a Member State insurer;

b) mainly (total assets or income of insurance companies, reinsurers or foreign
insurers in the last approved annual account constitute more than a half of all total
assets or income of subsidiaries controlled thereby) insurance companies, reinsurers
or foreign insurers, one at least of such subsidiaries being an insurance company or a
Member State insurer;

34) mixed-activity insurance holding company T a parent company, other than an
insurance company, a reinsurer, a foreign insurer or an insurance holding company,
which includes at least one insurance company or Member State insurer among its
subsidiary companies;

35) participating company T a parent company or a company which has, directly or
by way of control, acquired 20 per cent or more of the voting rights of a company, or
has, directly or by way of control, acquired a participating interest covering 20 and
more per cent of the share capital or the number of voting shares of a company;

36) related company T either a subsidiary or a company in which, directly or by way
of control, 20 per cent or more of the voting rights, or, directly or by way of control, a
participating interest covering 20 and more per cent of the share capital or the number
of voting shares are held,

37) international rating agency T a rating agency registered in a Member State or
an Organisation for Economic Cooperation and Development Member State
(hereinafter T OECD Member State) which delivers opinions of the financial security
characteristics of financial and capital market participants and the ratings of which are
recognised by the supervisory authorities of Member State insurers;

28) Member State of a branch T a Member State where a branch of an insurance
company, a Member State insurer or a non-Member State insurer that has insured risk
is located,;

39) outsource service providers T a person who undertakes to provide or provides
external services to an insurance company or a non-Member State insurer, based on
an agreement in writing entered into with the insurance company or the non-Member
State insurer;

40) free assets T the value of assets owned by a person less by the value of liabilities
of this person and the value of those assets that shall be regarded as long-term
investments.

[27 March 2000; 26 November 2003; 17 June 2004; 16 December 2004]

Article 2. (1) This Law determines the provision of insurance services, the legal
status of these services and their providers, governs the operation of service providers,
reorganization measures and winding-up proceedings.

(2) The Financial and Capital Market Commission shall conduct the supervision of
the operation of branches of insurance companies in Member States in accordance
with this Law and other laws.

(3) The procedure as to how the operation of an insurance service provider is to be
terminated in case of bankruptcy and winding-up proceedings are to be carried out



shall be governed by a separate law on insolvency insofar as it does prejudice this
Law.

(4) Legal relationships pertaining to financial collateral shall be governed by a
separate law on financial collateral.

[17 June 2004]

Article 3. This Law shall not apply to:

(1) State social insurance;

(2) export credit insurance business guaranteed by the State;

(3) service, maintenance, warranty repair and other similar services provided to a
person by natural and legal persons other than insurers;

(4) services provided in the home country of natural and legal persons in the event of
a vehicle breakdown or an accident:

a) on-the spot breakdown services provided at the breakdown location,

b) the conveyance of the vehicle to the nearest or the most appropriate location at
which repairs may be carried out and the possible accompaniment of the driver and
passengers to the nearest location from where they may continue their journey by
other means,

c) the conveyance of the vehicle, driver and passengers to their home or the point of
departure or original destination in the territory of the Republic of Latvia;

5) services provided to members of various automobile clubs if the assistance in the
event of the vehicle breakdown or conveyance is ensured by automobile clubs in the
country of their location and if a cooperation agreement has been entered into
between such clubs.

(2) The precepts of this Law shall not apply to:

1) mutual insurance cooperative societies that provide insurance for the classes of
insurance referred to in Article 12, Paragraph one, Clauses 1, 2, 3,4, 5,6, 7, 8, 9, 16,
17 and 18 of this Law if their operation fully complies with the following conditions:
a) the articles of association contain provisions for requesting members of the mutual
insurance cooperative society to make additional contributions or for reducing
insurance indemnities payable to them under insurance contracts,

b) the amount of insurance premiums and additional contributions made by members
of the mutual insurance cooperative society per year shall not exceed EUR five
million equivalent in lats, recalculated according to the exchange rate set by the Bank
of Latvia,

c) civil liability insurance risk is not subject to the additional risk referred to in Article
12! of this Law;

2) mutual insurance cooperative societies that provide insurance for the class of
insurance referred to in Article 12, Paragraph one, Clause 19 of this Law if their
operation fully complies with the following conditions:

a) the articles of association contain provisions for requesting members of the mutual
insurance cooperative society to make additional contributions or for reducing
benefits provided to them or assistance from other persons who undertake
commitments on behalf of members of this mutual insurance cooperative society,

b) the amount of insurance premiums and additional contributions made by members
of the mutual insurance cooperative society for three successive financial years shall
not exceed EUR five million equivalent in lats per year, recalculated according to the
exchange rate set by the Bank of Latvia;

3) companies providing services by ensuring assistance to persons in the territory of
the Republic of Latvia, whose total income from such services does not exceed EUR



200 000 equivalent in lats per year, recalculated according to the exchange rate set by
the Bank of Latvia.

(3) The services referred to in Paragraph one, Clause 4 of this Article shall be
regarded as insurance if they are provided by an insurer under insurance contracts.

(4) The Financial and Capital Market Commission shall not conduct supervision of a
mutual insurance cooperative society if the relevant mutual insurance cooperative
society complies with the requirements of Paragraph two, Clauses 1 and 2 of this
Article. If these requirements are not complied with, the mutual insurance cooperative
society must obtain a licence to provide insurance.

[16 December 2004]

Article 4. (1) Insurance shall be voluntary except as otherwise provided by law. The
amount of premiums shall be determined by the insurer. The management of an
insurance company or a branch of a non-Member State insurer shall formulate and
approve the procedure for underwriting insured risks and determining insurance
premiums and shall be responsible for the compliance with such procedures.

(2) [27 March 2000]

(3) [27 March 2000]

[1 June 2000; 27 March 2000; 16 December 2004]

Article 5. (1) An insurance premium must be so large as to meet obligations arising
out of insurance contracts and to cover expenses necessary to perform insurance
operations.

(2) If the requirements referred to in Paragraph one of this Article have not been met,
the Financial and Capital Market Commission has the right to request the insurance
company or the branch of the non-Member State insurer to change the specified
premium rates.

[1 June 2000; 16 December 2004]

Article 6. In its name, only an insurer and an insurance intermediary may use the
word fiinsuranceo in any case and word combination.
[27 March 2000]

Article 6'. For providing insurance services, an insurer and a Member State insurer
shall not use services of such insurance intermediaries as have not been registered
with registers of insurance (reinsurance) intermediaries.

(A4s restated by the amending law of 16.12.2004, which shall become effective
simultaneously with the coming into effect of the law stipulating provisions for
operations of insurance and reinsurance intermediaries/see Clause 24 of the
Transitional Provisions).

Article 7. (1) An insurance company or a branch of a non-Member State insurer shall:
1) provide insurance for the classes of insurance specified in licences issued by the
Financial and Capital Market Commission;

2) provide intermediary services to another insurer, a Member State insurer, a non-
Member State insurer and a reinsurer. Intermediary services to a non-Member State
insurer may be provided in accordance with the provisions of Paragraph three of this
Article;

3) engage in entrepreneurial activity directly related to insurance.

(2) An insurance undertaking may not:



1) engage in any other type of business, except in cases provided by law or Cabinet
regulations;

2) disseminate false and misleading advertising on its activities;

3) disclose information obtained as a result of insurance business regarding the
insured person and policyholder, except in cases provided by this Law and other laws.
If such information is disclosed in cases provided by law, the insurance undertaking
shall not be held responsible for the consequences of disclosing the information.

(3) An insurance undertaking may provide intermediary services to a non-Member
State insurance undertaking only for the classes of insurance determined in the non-
Member State as compulsory where:

1) a Fund for the Protection of the Insured is being set up, of which insurance
indemnities are paid out in the case of insolvency of the non-Member State insurance
undertaking;

2) the Financial and Capital Market Commission has reached agreement with the
supervisory authority of the non-Member State insurer regarding co-operation and
exchange of information required for the performance of supervisory functions.

(4) An insurance company or a branch of a non-Member State insurer may not issue
debt securities and take loans. This restriction shall not apply to loans included in the
calculation of own funds of an insurance company or a branch of a non-Member State
insurer and loans whose maturity does not exceed three months, if such loans have
been taken to ensure timely payment of insurance indemnities (on the payment of
which the insurerds decision has been taken) and if coordinated with the Financial and
Capital Market Commission in advance.

[1 June 2000; 16 May 2002; 27 March 2003; 16 December 2004]

Article 8. (1) An insurance company or a branch of a non-Member State insurer may
not provide both life assurance and other classes of insurance at the same time. This
restriction shall not apply to accident insurance and health insurance if it is provided
by an insurance company or a branch of a non-Member State insurer that has obtained
a life assurance licence.

(2) An insurance company or a branch of a non-Member State insurer that has
obtained a life assurance licence may request and receive a licence for accident
insurance and health insurance.

(3) An insurance company or a branch of a non-Member State insurer that has
obtained a life assurance licence shall calculate insurance premiums or other amounts
under insurance contracts by acturial mathematical methods. A life assurance licence
shall include the right to provide the following insurance:

1) insurance stipulating payment of an insurance indemnity to a person specified by a
contract in the cases specified by the contract with respect to the life, health or
physical condition of the insured as well as in cases where the insured has died or
married, if a child of the insured is born, or upon expiry of the contract term or where
the given age of the insured is attained,;

2) insurance stipulating payment of an insurance indemnity in cases specified in a
contract by way of regular payments until the death of the insured or until the expiry
of the contract term;

3) insurance stipulating meeting of obligations of an insurance company or a branch
of a non-Member State insurer at the end of the insurance term regarding single or
periodical insurance premium payments;

4) the insurance specified in Clauses 1, 2 and 3 of this Paragraph which is linked to
the market.



[16 December 2004]

Article 8'. Insurance undertakings and branches of non-Member State insurers
providing insurance in the Republic of Latvia are entitled to advertise insurance
services provided in the territory of the Republic of Latvia. Insurance companies are
entitled to advertise insurance services provided in the Member State (country) where
the insurance company has opened a branch or where it provides services under the
freedom to provide services.

[16 December 2004]

Article 82. (1) Before an insurance contract is concluded, an insurer shall inform the
policyholder of its home (registration) country and legal address.

(2) All documents issued to a policyholder shall include the information specified in
Paragraph one of this Article.

(3) The requirements of Paragraph one and two of this Article shall not apply to large
risk insurance.

[16 December 2004]

Article 8°. (1) An insurance company or a branch of a non-Member State insurer may
delegate the performance of activities (outsource services) required to ensure the
operation of the insurance company or the branch of the non-Member State insurer
and to provide insurance to one or more outsource service providers. An insurance
company or a branch of a non-Member State insurer may not delegate the following
activities:

1) duties of the management bodies of the insurance company or the branch of the
non-Member State insurer;

2) issue of sureties or other similar commitment documents, based on which the
insurance company or the branch of the non-Member State insurer has undertaken an
obligation to be answerable to creditors for debts of third persons;

3) all outsource services which ensure the provision of insurance under an insurance
licence to outsource service providers.

(2) An insurance company or a branch of a non-Member State insurer may delegate
the performance of outsource services to an outsource service provider having
experience of at least three years in providing such outsource services as are planned
to be delegated or outsourced by the insurance company or the branch of the non-
Member State insurer.

(3) Outsource services of which the Financial and Capital Market Commission shall
be informed in accordance with the procedures prescribed by this Article prior to their
delegation or outsourcing, shall be as follows:

1) conducting of accounting of an insurance company or a branch of a non-Member
State insurer;

2) information technology maintenance;

3) internal control organization;

4) making of investments;

5) underwriting of insurance risks, except for reinsurance transferred;

6) adjustment of insurance indemnities.

(4) Duties of the internal audit service of an insurance company or a branch of a non-
Member State insurer may be delegated only to a sworn auditor or a company of
sworn auditors.



(5) At least 30 days prior to receipt of an outsource service, an insurance company or
a branch of a non-Member State insurer shall submit to the Financial and Capital
Market Commission a substantiated application in writing accompanied by a
document including outsourcing policies and procedures and an original of one
outsource contract or a duly certified copy thereof. If any amendments to the
outsourcing policies and procedures are made, the insurance company or the branch
of the non-Member State insurer shall submit them to the Financial and Capital
Market Commission no later than the next working day following the approval of the
relevant amendments.

[16 December 2004]

Article 8. (1) The outsource contract specified in Article 8%, Paragraph three of this
Law shall include:

1) a description of the receivable outsource service;

2) precise requirements for the amount and quality of the outsource service;

3) rights and duties of the insurance company or the branch of the non-Member State
insurer and the outsource service provider including:

a) the right of the insurance company or the branch of the non-Member State insurer
to continuously supervise the quality of the outsource service provision,

b) the right of the insurance company or the branch of the non-Member State insurer
to issue the outsource service provider instructions to be mandatorily followed in
respect of matters related to honest, qualitative, timely and compliant with the
regulatory enactments execution of the outsource service,

c) the right of the insurance company or the branch of the non-Member State insurer
to submit to the outsource service provider a reasoned request in writing to
immediately terminate the outsource contract if the insurance company or the branch
of the non-Member State insurer has detected the non-compliance of the outsource
service provider with the amount and quality requirements under the outsource
contract,

d) the duty of the outsource service provider to enable the insurance company or the
branch of the non-Member State insurer to continuously supervise the quality of the
outsource service provision,

e) the duty of the outsource service provider to, immediately upon receipt of a request
in writing from the insurance company or the branch of the non-Member State
insurer, terminate the outsource contract;

4) the right of the Financial and Capital Market Commission to familiarise itself with
all documents, accounting and document registers and to request from the outsource
service provider any information related to the outsource service provision and
performance of functions of the Financial and Capital Market Commission.

(2) An insurance company or a branch of a non-Member State insurer shall formulate
relevant outsourcing policies and procedures. They shall include:

1) the internal procedure for taking outsourcing decisions;

2) the procedure for entering into outsource contracts and for supervising their
execution and termination;

3) persons (officials and staff members) and units responsible for cooperation with
the outsource service provider and the supervision of the amount and quality of the
received outsource service, as well as the rights and duties of such persons;

4) actions to be taken by the insurance company or the branch of the non-Member
State insurer in cases where the outsource service provider does not comply with or
will not be able to comply with the outsource contract provisions.



(3) The Financial and Capital Market Commission has the right to conduct an
examination of activities of an outsource service provider at the place of its location
or provision of the outsource service, to familiarise itself with all documents,
accounting and document registers and to produce their copies, as well as to request
from an outsource service provider any information related to the outsource service
provision and performance of functions of the Financial and Capital Market
Commission.

(4) An outsource service provider shall undertake provision of an outer service to an
insurance company or a branch of a non-Member State insurer, if the insurance
company or the branch of the non-Member State insurer, within a 30-day period as of
the date of submitting the documents referred to in Article 8%, Paragraph five of this
Law, has not received from the Financial and Capital Market Commission any
prohibition on outsourcing.

[16 December 2004]

Article 8°. (1) The Financial and Capital Market Commission shall prohibit an
insurance company or a branch of a non-Member State insurer from receiving a
planned outsource service from an outsource service provider if:

1) the provisions of this Law have not been complied with;

2) the outsourcing may affect the legal interests of the policyholders and the insured;
3) the outsourcing may impair the management bodies of the insurance company or
the branch of the non-Member State insurer from fulfilling their duties under
regulatory enactments, articles of association of the insurance company or the branch
of the non-Member State insurer or internal regulatory enactments of the insurance
company or the branch of the non-Member State insurer;

4) the outsourcing will prevent or restrict the Financial and Capital Market
Commission from performance of its functions under law;

5) the outsource contract does not comply with law and does not give a true and fair
view of the prospective cooperation between the insurance company or the branch of
the non-Member State insurer and the outsource provider and with the requirements
for the amount and quality of the outsource service.

(2) Outsourcing does not release the insurance company or the branch of the non-
Member State insurer from its responsibility for meeting obligations under law or the
contract.

(3) The Financial and Capital Market Commission is entitled to request an insurance
company or a branch of a non-Member State insurer to eliminate deficiencies arising
from outsourcing and to specify the term for eliminating such deficiencies. If the
deficiencies have not been eliminated within the term specified by the Financial and
Capital Market Commission, the Financial and Capital Market Commission shall
request the insurance company or the branch of the non-Member State insurer to
terminate the outsource contract and shall specify the term for its termination, which
may not exceed three months.

(4) The Financial and Capital Market Commission is entitled to request an insurance
company or a branch of a non-Member State insurer to immediately terminate any
outsource contract, if the Financial and Capital Market Commission has detected that:
1) the insurance company or the branch of the non-Member State insurer does not
conduct continuous supervision of the quality of the outsource service provision or
conducts it irregularly or insufficiently;



2) the insurance company or the branch of the non-Member State insurer does not
conduct outsourcing-related risk management or conducts it insufficiently or in a low-
grade manner;

3) the activities of the outsource service provider involve significant deficiencies that
jeopardise or may jeopardise the fulfilment of obligations of the insurance company
or the branch of the non-Member State insurer;

4) any of the conditions referred to in Paragraph one of this Article has occurred.

(5) An insurance company or a branch of a non-Member State insurer shall without
delay inform the Financial and Capital Market Commission in cases where the
insurance company or the branch of the non-Member State insurer has detected the
non-compliance of an outsource service provider with the requirements prescribed for
the amount and quality of an outsource service under an outsource contract.

(6) Outsourcing does not release the insurance company or the branch of the non-
Member State insurer and its management bodies from the duty prescribed by
regulatory enactments to manage risks linked to operations of the insurance company
or the branch of the non-Member State insurer.

(7) An outsource service provider is entitled to delegate the provision of an outsource
service to another person only upon the written consent of the insurance company or
the branch of the non-Member State insurer. Prior to outsourcing, an insurance
company or a branch of a non-Member State insurer shall inform the Financial and
Capital Market Commission thereof in writing and submit to it the documents referred
to in Article 8%, Paragraph five of this Law. Outsourcing and outsource service
providers shall be subject to the provisions of this Law.

(8) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding prohibition imposed on an insurance company
or a branch of a non-Member State insurer against outsourcing, or regarding a request
made to an insurance company or a branch of a non-Member State insurer to
eliminate deficiencies arising from outsourcing or a request made to an insurance
company or a branch of a non-Member State insurer to immediately terminate an
outsource contract shall not suspend the execution of the act.

[16 December 2004]

Chapter 11
Licensing an Insurer

Article 9. (1) An insurer may only launch its operations after it has been entered in
the Commercial Register and after the requirements of this Law have been met.
(2) Licences to provide insurance shall be issued for an unlimited duration in
accordance with this Law, other regulatory enactments and procedures prescribed by
the Financial and Capital Market Commission.

(3) A licence to provide insurance issued to an insurance company is valid in a
Member State by exercising the right of establishing a branch or, under the freedom to
provide services, by providing insurance services without opening a branch.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 10. (1) A branch of a non-Member State insurer may launch operations in the
Republic of Latvia after obtaining a licence issued by the Financial and Capital
Market Commission. The branch may provide insurance services only for the classes
of insurance indicated in the licence.



(2) The licence shall be issued if:

1) the non-Member State insurer complies with the following requirements:

a) it is entitled to provide insurance services in the home (registration) country in
accordance with the law of the relevant country,

b) it registers its branch in the Republic of Latvia,

c) it undertakes to conduct the accounting of the branch of the non-Member State
insurer in compliance with the law of the Republic of Latvia and regulatory
enactments of the Financial and Capital Market Commission,

d) it appoints the manager of the branch of the non-Member State insurer who shall
comply with the requirements prescribed by this Law,

e) monies in the amount specified by Article 32, Paragraph 1%, Clause 3 of this Law
have been transferred to the disposal of the branch of the non-Member State insurer,
of which 25% have been deposited with a credit institution registered in the Republic
of Latvia as security,

f) it undertakes to comply with the required solvency margin determined for a branch
of a non-Member State insurer in the Republic of Latvia;

2) the Financial and Capital Market Commission has reached agreement with the
insurance supervisory authority of the home (registration) country of the non-Member
State insurer on the exchange of information required for the performance of
supervisory functions and the cooperation in the field of insurance supervision.

(3) In order to obtain the licence, a non-Member State insurer shall submit to the
Financial and Capital Market Commission:

1) an application for the issue of a licence to the branch of the non-Member State
insurer, indicating the class of insurance for which the licence is required,;

2) a statement regarding the compliance with the requirements referred to in
Paragraph two, Clause 1 of this Article;

3) a payment document certifying the payment of the State fee for the receipt of the
licence;

4) the By-law of the branch of the non-Member State insurer;

5) a document issued by a credit institution certifying the payment of monies for the
setting up of the minimum guarantee fund determined for the branch of the non-
Member State insurer as well as the deposit of security;

6) a scheme of operations for the first three years of operation, including:

a) characteristics of the planned insurance,

b) samples of insurance policies,

c) methods for tariff calculation,

d) methods for the calculation of technical provisions,

e) the reinsurance scheme,

f) estimates regarding expenses on the launch of business and the information
concerning the sources of financial resources to cover such expenses,

g) a forecast profit and loss account and balance sheet;

7) a description of the basic elements of the internal control system and a description
of the basic principles of its policy and procedures including:

a) the organisational structure of the branch of the non-Member State insurer, clearly
indicating the division of authorities and responsibilities of its managers, tasks of
units of the branch and responsibilities of their managers,

b) the main principles of accounting policies and accounting organisation,

c) the financial risk management policy,

d) a description of the management information system,



e) rules for the information system protection,

f) a description of the internal audit (control) system,

g) procedures for identifying unusual and suspicious financial transactions,

h) the procedure specified in Article 29* of this Law;

8) annual reports for the preceding three years of operation of the non-Member State
insurer audited by a sworn auditor;

9) information concerning the manager of the branch of the non-Member State insurer
in accordance with the requirements of Articles 20 and 21 of this Law.

(4) If a branch of a non-Member State insurer intends to obtain a licence for
assistance insurance, it shall additionally submit the information set out in Article 13,
Paragraph three of this Law. If a branch of a non-Member State insurer intends to
obtain a licence for motor vehicle third party liability insurance and plans to provide
motor vehicle third party liability compulsory insurance, it shall submit to the
Financial and Capital Market Commission attestation in writing that the branch of the
non-Member State insurer is a member of the Motor Insurersé Bureau of Latvia and
the relevant guarantee fund and a bank document certifying the single contribution to
the guarantee fund of the motor vehicle third party liability compulsory insurance and
shall notify of the name (name, surname) of representatives from the branch of the
non-Member State insurer and their legal address in each Member State that takes a
decision on insurance indemnity payments or refusal to pay insurance indemnities, as
well as ensures insurance indemnity payments.

(41 If a branch of a non-Member State insurer is expelled or withdraws from the
Motor Insurersd Bureau of Latvia or an analogous organisation in a Member State, the
Financial and Capital Market Commission shall prohibit the branch of the non-
Member State insurer from engaging in the business of motor vehicle third party
liability compulsory insurance.

(5) The Financial and Capital Market Commission shall process the application and,
within a three-month period after the receipt of all the necessary documents prepared
in compliance with the regulatory enactments, take a relevant decision.

(6) The Financial and Capital Market Commission is not entitled to issue the licence
in the cases as follows:

1) the insurance is not economically substantiated;

2) the manager of the branch of the non-Member State insurer does not comply with
the requirements of this Law;

3) the operations planned by the branch of the non-Member State insurer do not
comply with the requirements of this Law and other regulatory enactments;

4) under the laws of the home (registration) country of the non-Member State insurer,
the right of the Financial and Capital Market Commission to perform the functions of
supervision of the branch is restricted,;

5) the documents submitted contain false or incomplete information;

6) the monies transferred to the disposal of the branch of the non-Member State
insurer have been acquired through unusual or suspicious financial transactions, or the
legal acquisition of such monies has not been proved documentarily;

7) the organisational structure of the branch of the non-Member State insurer does not
allow to insure its supervision;

8) the insurer implements a plan for the improvement of its financial situation.

(7) In order to obtain a licence for another class of insurance, a branch of a non-
Member State insurer shall submit to the Financial and Capital Market Commission:
1) the documents referred to in Paragraph three, Clauses 1 and 3 of this Article;



2) estimates regarding expenses required for the introduction of the new insurance
class and the information concerning the sources of resources to cover such expenses;
3) a scheme of operations for one year with respect to the insurance class for which
the licence is requested, indicating the information referred to in Paragraph three,
Clause 6, Sub-clauses fiao, fibo, fico, fido and fieo of this Article, as well as the profit
and loss account for the relevant insurance class and the planned amount of technical
provisions.

[27 March 2003; 16 December 2004]

Article 11. (1) Under the requirements prescribed by this Article, an insurance
company intending to open a branch in a Member State, prior to opening the branch,
shall notify the Financial and Capital Market Commission thereof in writing.

(2) Notification made by an insurance company of the opening of a branch shall
include the following information:

1) the Member State where the insurance company plans to open the branch;

2) a scheme of operations for three years, services offered and the organisational
structure of the branch;

3) the address of the branch of the insurance company in the Member State (address
from which information may be obtained and to which it may be delivered);

4) information concerning the manager of the branch of the insurance company
(person who, when taking essential decisions on behalf of the branch, causes civil
liabilities for the insurance company);

5) if an insurance company intends to provide motor vehicle third party liability
compulsory insurance, it shall additionally include the following information in the
notification:

a) the representative from the insurance company who is authorised to take a decision
on insurance indemnity payments and his or her address in the Member State,

b) the attestation that the insurance company is a member of the Member Stateds
motor vehicle bureau or an analogous organisation as well as the relevant guarantee
fund.

(3) The Financial and Capital Market Commission shall, within a three-month period
of receiving all the information referred to in Paragraph two of this Article, notify the
supervisory authority of the Member State insurer of the branch and the insurance
company thereof, including in the notification the attestation regarding the
compliance of the insurance company with the required solvency margin, except in
the cases set out in Paragraph 3" of this Article.

(3") The Financial and Capital Market Commission shall not forward the information
referred to in Paragraph three of this Article to the supervisory authority of the
Member State insurer in the cases as follows:

1) documents submitted by the insurance company contain false or incomplete
information;

2) the organisational structure of the branch does not allow ensuring the supervision
of the branch compliant with the regulatory enactments of the Republic of Latvia;

3) the manager of the branch does not comply with the requirements of Articles 20
and 21 of this Law;

4) a plan for the financial situation improvement is being implemented by the
insurance company;

5) deficiencies detected by the Financial and Capital Market Commission have not
been eliminated within the term specified by the Financial and Capital Market
Commission.



(4) If the Financial and Capital Market Commission decides not to submit the
information referred to in Paragraph three of this Article to the supervisory authority
of the Member State insurer of the branch, it shall, within a three-month period of
receiving all the information prescribed by law, forward the relevant decision to the
insurance company.

(5) The supervisory authority of the Member State insurer of the branch may, within a
two-month period after the receipt of the notification from the Financial and Capital
Market Commission, inform the Financial and Capital Market Commission of the
requirements incorporated in laws protecting public interests that should be met when
providing insurance services in the Member State of the branch. The Financial and
Capital Market Commission shall, without delay, inform the insurance company in
writing of the information provided by the Member State of the branch.

(6) On receiving the information referred to in Paragraph five of this Article or on the
expiry of the time limit provided for by it, the insurance company may open a branch
in the Member State and undertake insurance services in it.

(7) When making changes in the particulars communicated under Paragraph two,
Clauses 2, 3 and 4 of this Article, the insurance company shall, not later than 30 days
before making the relevant changes, give written notice thereof to the Financial and
Capital Market Commission and the supervisory authority of the Member State
insurer of the branch. The Financial and Capital Market Commission shall take and
the supervisory authority of the Member State insurer of the branch may take the
decisions specified in Paragraph three and five of this Article within a 30-day period
of receiving the notice from the insurance company. The Financial and Capital

Market Commission shall forward its decision to the insurance company and to the
supervisory authority of the Member State insurer of the branch. If the Financial and
Capital Market Commission does not agree to the changes in the particulars submitted
by the insurance company, it shall state the reason for the refusal in the relevant
decision.

[27 March 2003; 16 December 2004]

Article 11'. (1) An insurance company may open a branch in a non-Member State
only after receiving authorisation by the Financial and Capital Market Commission.
(2) For receiving an authorisation to open a branch in a non-Member State, an
insurance company shall submit to the Financial and Capital Market Commission an
application for the opening of the branch, including:

1) the address of the branch in the non-Member State (address from which
information may be obtained and to which it may be delivered);

2) information concerning the manager of the branch in accordance with the
requirements of Articles 20 and 21 of this Law;

3) the organisational structure of the branch;

4) a scheme of operations for the first three years of operation.

(3) The Financial and Capital Market Commission shall examine an application for
authorisation to open a branch in a non-Member State and take a decision within a 30-
day period after the receipt of all the documents prescribed by law and prepared in
compliance with the requirements of regulatory enactments.

(4) The Financial and Capital Market Commission shall not issue authorisation to
open a branch in a non-Member State in the cases as follows:

1) [16 December 2004];



2) the documents submitted by the insurance company contain false or incomplete
information;

3) the organisational structure of the branch does not allow ensuring its supervision;
4) the manager of the branch does not comply with the requirements prescribed by
Articles 20 and 21 of this Law;

5) laws of the non-Member State or other regulatory enactments restrict the Financial
and Capital Market Commission from the performance of supervisory functions;

6) the Financial and Capital Market Commission due to circumstances not dependent
on it has not entered into an agreement with the supervisory authority of the non-
Member State insurer regarding co-operation and information exchange;

7) a plan for the financial situation improvement is being implemented by the
insurance company;

8) deficiencies detected by the Financial and Capital Market Commission have not
been eliminated within the term specified by the Financial and Capital Market
Commission.

(5) When making changes to the information referred to in Paragraph two, Clauses 3
and 4 of this Article, the insurance company shall, not later than 30 days before
making the relevant changes, give written notice thereof to the Financial and Capital
Market Commission. The Financial and Capital Market Commission shall examine its
application for making the changes and take a decision within a one-month period of
receiving all the necessary documents.

(6) The Financial and Capital Market Commission shall forward the decision to the
insurance company. If the Financial and Capital Market Commission refuses to issue
authorisation or rejects the changes submitted by the insurance company, it shall state
the reasons for the refusal in the decision.

[27 March 2003; 16 December 2004]

Article 112, (1) In order that a branch of a Member State insurer may undertake
insurance services in the Republic of Latvia, the Financial and Capital Market
Commission shall receive notification from the supervisory authority of the Member
State insurer including the information provided for by Article 11, Paragraph two of
this Law. Within a two-month period after the receipt of the notification, the Financial
and Capital Market Commission shall inform the supervisory authority of the Member
State insurer of the requirements incorporated in laws protecting public interests that
should be met when providing insurance services in the Republic of Latvia.

(2) The branch of the Member State insurer may undertake insurance services in the
Republic of Latvia as soon as the information from the supervisory authority of the
Member State insurer forwarded to the Financial and Capital Market Commission has
been received or as soon as the two-month period referred to in Paragraph one
expires.

[27 March 2003]

Article 11°. (1) An insurance company that intends to provide insurance services in a
Member States under the freedom to provide services without opening a branch in it
shall notify the Financial and Capital Market Commission thereof in writing.

(2) The insurance company shall include in its notification the following information:
1) the Member State where the insurance company plans to provide insurance
services;

2) risks insured.



(3) If an insurance company intends to provide motor vehicle third party liability
compulsory insurance, its notification shall additionally include the following
information:

1) the representative of the insurance company who is authorised to take a decision
on insurance indemnity payments and his or her address in the Member State,

2) attestation that the insurance company is a member of the Member Statesé motor
vehicle bureau or an analogues organisation and the relevant guarantee fund.

(4) The Financial and Capital Market Commission shall, within a 30-day period of
receiving all the information referred to in Paragraphs two and three of this Article,
forward the following information to the insurer supervisory authorities of those
Member States where the insurance company plans to provide insurance services
including:

1) the attestation that the insurance company complies with the required solvency
margin requirements;

2) the classes of insurance in which the insurance company is allowed to provide
insurance services;

3) the risks to be insured which the insurance company plans to insure in the Member
State;

4) the information set out in Paragraph three of this Article if the insurance company
plans to provide motor vehicle third party liability compulsory insurance.

(41 The Financial and Capital Market Commission shall forward the information
referred to in Paragraph four of this Article to the supervisory authority of the
Member State insurer in cases as follows:

1) documents submitted by the insurance company contain false or incomplete
information;

2) a plan for the financial situation improvement is being implemented by the
insurance company;

3) deficiencies detected by the Financial and Capital Market Commission have not
been eliminated within the term specified by the Financial and Capital Market
Commission.

(5) I, within a 30-day period of the receipt of the notification referred to in
Paragraphs two and three of this Article, the Financial and Capital Market
Commission decides not to forward the information set out in Paragraph four of this
Article to the supervisory authority of the Member State insurer, it shall without delay
forward this decision to the insurance company. The decision shall include the

reasons for the refusal.

(6) An insurance company may undertake insurance services in a Member State under
the freedom to provide services without opening a branch in it as of the date of receipt
from the Financial and Capital Market Commission of the notification regarding the
forwarding of the information referred to in Paragraph four of this Article to the
supervisory authority of the Member State insurer.

(7) If an insurance company intends to make changes to the information contained in
the notification referred to in Paragraphs two and three of this Article, it shall comply
with the requirements of Paragraphs four, five and six of this Article.

[27 March 2003; 16 December 2004]

Article 11%, (1) A Member State insurer may undertake insurance services in the
Republic of Latvia under the freedom to provide services without opening a branch as
of the date of receipt from the supervisory authority of the relevant Member State
insurer of the notification regarding the forwarding of the notification referred to in



Article 11°, Paragraph four of this Law to the Financial and Capital Market
Commission.

(2) If changes have been made to the information contained in the notification, they
shall take effect in the Republic of Latvia as of the date of receipt by the Financial and
Capital Market Commission of the notification thereof from the supervisory authority
of the relevant Member State insurer.

(3) Regulatory enactments of the Republic of Latvia regarding the provision of
statistical information and the protection of public interests as well as the provisions
of Articles 6, 7, 117, 11°, 11%, 29, Chapters V111, X and XI, Articles 99" and 109" and
Chapters X1V of this Law shall be binding on a Member State insurer entitled to
provide insurance services in the Republic of Latvia.

[27 March 2003; 16 December 2004]

Article 11°. A Member State insurer may provide large risk insurance without
complying with the requirements of Articles 117, 11%and 13. Large risks shall be
determined by the Financial and Capital Market Commission by taking account of the
classes of insurance and the policyholder.

Article 12. (1) The Financial and Capital Market Commission shall issue licences for
the following classes of insurance:

1) accident insurance;

2) health (sickness) insurance;

3) land vehicle (except railway rolling stock) insurance;

4) railway rolling stock insurance;

5) aircraft insurance;

6) ship insurance;

7) goods in transit insurance;

8) insurance of property against fire and natural elements (damages to property, other
than the property referred to in Paragraph one, Clauses 3, 4, 5, 6 and 7 of this Article)
caused by fire, explosion, nuclear energy, earth subsidence, etc.;

9) insurance of property against other damage to property (damages to property, other
than the property referred to in Clauses 3, 4, 5, 6 and 7 of this Article, caused by hail,
frost, theft, etc., except those referred to in Clause 8 of this Article);

10) motor vehicle third party liability insurance;

11) aircraft ownership liability insurance;

12) ship ownership liability insurance;

13) general liability insurance;

14) credit insurance;

15) suretyship insurance;

16) insurance against miscellaneous financial losses;

17) legal expenses insurance;

18) assistance insurance;

19) life assurance.

(2) Licences shall be issued for each class of insurance separately, complying with the
conditions set out in Article 12" of this Law.

(21) Upon request of an insurance company or a branch of a non-Member State
insurer, when receiving a licence, it shall include risks that the insurance company or
the branch of the non-Member State insurer does not wish to insure.



(3) An issued licence may include additional conditions for the purpose of protection
of the interests of the insured.
[1 June 2000; 16 December 2004]

Article 12'. (1) An insurance company or a branch of a non-Member State insurer
that has received a licence for the insurance of a risk of potential loss in any of the
classes of insurance referred to in Article 12, Paragraph one of this Law, may insure
risk pertaining to another class of insurance (additional risk) if the risk insured
complies with all the conditions set out in this Paragraph:

1) is directly related to the insurance of a risk of potential loss in the class for which
the licence has been received,;

2) pertains to the same insurance object which is insured in the class of insurance for
which the licence has been received;

3) is insured by one and the same insurance contract.

(2) Paragraph one of this Article shall not apply to the classes of credit insurance and
suretyship insurance.

(3) Legal expenses may only be insured without obtaining a separate licence together
with the assistance insurance and ship insurance if the conditions of Paragraph one of
this Article have been met.

[1 June 2000; 16 December 2004]

Article 12%. Insurance that under a concluded insurance contract stipulates immediate
assistance to an insured person where the insured person has encountered difficulties
during a foreign trip outside his/her home country shall be regarded as assistance
insurance. Such assistance shall be payment of money or provision of a service to the
insured. An insurer providing assistance insurance is entitled to use services provided
by another person who has staff and equipment (including certified medical staff)
required to ensure duly meeting of obligations under insurance contracts for this class
of insurance.

[16 December 2004]

Article 13. (1) In order to obtain a licence to provide insurance, a newly-established
insurance company shall submit to the Financial and Capital Market Commission the
following documents:

1) an application for the issue of a licence for one or several classes of insurance;

2) copies of the memoranda of association and the articles of association;

3) a copy of the registration certificate of the insurance company;

4) a list of shareholders (members).

5) a bank document certifying the payment of money for setting up the guarantee
fund;

6) a receipt certifying the payment of the State fee for the licence;

7) the information concerning officials in accordance with the requirements of
Articles 20, 21 and 23 of this Law;

8) an estimate of the expenses required for the launch of business and the information
concerning the sources of funds to cover such expenses;

9) a scheme of operations for the first three years including:

a) characteristics of the planned insurance,

b) methods for tariff calculation,

c¢) methods for the calculation of technical provisions,

d) the reinsurance scheme,



e) the size of the guarantee fund as necessary for operations. The guarantee fund may
not be used to cover expenses required for the launch of business,

f) a forecast profit and loss account and balance sheet;

10) a description of the basic elements of the internal control system and a description
of the fundamental principles of policies and procedures of the internal control system
including:

a) the organisational structure of the insurance company, indicating clearly the
division of authorities and responsibilities of its managers, tasks of units and
responsibilities of their managers,

b) the main principles of accountancy policies and accounting organisation,

c) the financial risk management policy,

d) a description of the management information system,

e) rules for the information system protection,

f) a description of the internal audit (control) system,

g) procedures for identifying unusual and suspicious financial transactions,

g) the procedure specified in Article 29" of this Law.

(2) In order to obtain a licence for other classes of insurance, an insurance company
shall submit to the Financial and Capital Market Commission the following
documents:

1) the documents referred to in Paragraph one, Clauses 1 and 6 of this Article;

2) an estimate of expenses necessary for the introduction of the new class of insurance
and information concerning the sources of funds to cover such expenses;

3) a scheme of operations for one year in respect of the class of insurance for which a
licence is requested, including the information referred to in Paragraph one, Clause 9,
Sub-clauses a), b), ¢), d) and e) of this Article, as well as a draft profit and loss
calculation and the planned amount of technical provisions.

(3) An insurance company intending to receive a licence for assistance insurance shall
submit to the Financial and Capital Market Commission information concerning the
funds at its disposal and the concluded contracts that ensure the provision of
assistance to the insurer in conformity with the liabilities assumed for this class of
insurance.

(4) An insurance company intending to receive a licence for motor vehicle third party
liability insurance and planning to provide motor vehicle third party liability
compulsory insurance shall submit to the Financial and Capital Market Commission
attestation in writing that the insurance company is a member of the Motor Insurerso
Bureau of Latvia and the relevant guarantee fund and a bank document certifying the
single contribution to the guarantee fund of the motor vehicle third party liability
compulsory insurance and shall notify of the name (name, surname) of representatives
from the insurance company and their legal address in each Member State that takes a
decision on insurance indemnity payments or refusal to pay insurance indemnities, as
well as ensures insurance indemnity payments.

(5) If an insurance company is expelled or withdraws from the Motor Insurersd
Bureau of Latvia or an analogous organisation in a Member State, the Financial and
Capital Market Commission shall prohibit the insurance company from engaging in
the business of motor vehicle third party liability compulsory insurance.

[1 June 2000; 27 March 2003; 26 November 2003; 17 June 2004; 16 December 2004]

Article 13." (1) The following may be a shareholder of a newly-established insurance
company and a member of a newly-established mutual insurance cooperative society:
1) a natural person;



2) a legal (registered) person whose:

a) period of operation is under three financial years,

b) financial statements are prepared in accordance with the International Accounting
(Financial Reporting) Standards, audited in accordance with the International Audit
Standards and are accompanied by a report of a sworn auditor (financial statements of
a legal person registered in a Member State may be prepared in accordance with the
accounting standards effective in the relevant Member State);

3) the State or a local government.

(2) The persons referred to in Paragraph one of this Article shall have an impeccable
reputation and free assets at least in the amount of the full prospective investment
(share or unit acquisition transaction).

(3) When assessing the reputation of a person and the availability of free assets, the
Financial and Capital Market Commission is entitled to verify the identity and the
record of conviction of the persons referred to in Article 132 of this Law and the
documents regarding free assets which enable the ascertaining of the availability of
free assets in the amount of investments made as well as of verifying whether the
invested assets have not been acquired as a result of unusual and suspicious
transactions.

(4) Natural persons, as well as those legal persons whose shareholders (members) and
owners (actual beneficiaries) T the natural persons referred to in Article 137 of this
Law T are subject to Article 21, Paragraph one, Clauses 1, 2, 3 or 4 of this Law or
who have performed duties of an executive board member or a supervisory board
member in an insurance undertaking or a financial institution declared as insolvent
during the performance of the said duties or who have performed duties of an
executive board member or a supervisory board member in another company or, due
to their negligence or deliberately, have lead this company to insolvency or
bankruptcy subject to criminal prosecution, may not be shareholders of a newly-
established insurance company and members of a newly-established mutual insurance
cooperative society.

(5) If the Financial and Capital Market Commission does not receive or an insurance
company refuses to provide the information specified in this Article, the Financial and
Capital Market Commission shall not issue a licence to provide insurance.

[16 December 2004]

Article 13.2 The Financial and Capital Market Commission has the right to verify the
identity of shareholders of a newly-established insurance company and members of a
newly-established mutual insurance cooperative society, but where the shareholders
of the newly-established insurance company and members of the newly-established
mutual insurance cooperative society are legal persons, information regarding their
shareholders (members) and owners (actual beneficiaries) until ultimate owners
(actual beneficiaries) T natural persons T are clarified. The said persons have a duty
to provide the Financial and Capital Market Commission with this information if such
information is not available in public registers wherefrom the Financial and Capital
Market Commission is entitled to receive such information.

[16 December 2004]

Article 14. The Financial and Capital Market Commission shall process an
application for the issue of a licence to provide insurance and take a decision within a
3-month period after the receipt of all the necessary documents.

[1 June 2000]



Article 15. (1) The Financial and Capital Market Commission shall not issue a licence
for the provision of insurance in the cases as follows:

1) the insurance operations are not economically justified;

2) close links of the applicant with third parties may jeopardise its stability and
prevent the Financial and Capital Market Commission from the performance of
supervisory functions;

3) laws of another state and other regulatory enactments pertaining to persons who
have close links with the applicant restrict the Financial and Capital Market
Commission from the performance of supervisory functions;

4) the documents submitted by the applicant contain false or incomplete information;
5) one or more of the persons referred to in Article 20 and 23 of this Law do not
comply with the requirements prescribed by law;

6) the Financial and Capital Market Commission determines that the financial
resources invested in the share capital have been acquired through unusual or
suspicious transactions, or the legal acquisition of such financial resources has not
been proved documentarily;

7) it is impossible to ascertain the identity, impeccable repute, the availability of free
assets of the applicantds shareholders (members) and their owners (actual
beneficiaries) T natural persons, as well as to verify whether the free assets have not
been acquired as a result of unusual and suspicious transactions;

8) the supervision of the applicant due to its organisational structure is impossible;

9) the planned activities of the applicant do not comply with the requirements of this
Law and other regulatory enactments;

10) a plan for the financial situation improvement is being implemented.

(2) A decision of the Financial and Capital Market Commission to refuse to issue a
licence shall be substantiated and it may be appealed before court within a one-month
period after the receipt of the refusal.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 16. The Financial and Capital Market Commission has the right to cancel a
licence issued to provide insurance in the cases as follows:

1) the insurance company or the branch of the non-Member State insurer has not
started providing insurance within a 12-month period from the date of receipt of the
licence;

2) the insurance company or the branch of the non-Member State has stopped
providing insurance for a period exceeding 6 months;

3) the insurance company or the branch of the non-Member State violates this Law,
Cabinet regulations related to it and instructions of the Financial and Capital Market
Commission, or does not meet the conditions stipulated by the licence;

4) the insurance company or the branch of the non-Member State substantially
violates other laws and regulatory enactments governing commercial activity;

5) the insurance company or the branch of the non-Member State renounces the
licence;

6) the insurance company or the branch of the non-Member State does not take the
measures provided for by the plan for the financial situation improvement;

7) the insurance company or the branch of the non-Member State cannot meet its
liabilities;

8) the branch of the non-Member State does not implement the scheme of operations
referred to in Article 10, Paragraph three, Clause 6 or the insurance company does not



implement the scheme of operations referred to in Article 13, Paragraph one, Clause 9
of this Law and does not comply with other provisions of this Law as well as with the
requirements of the regulatory enactments and ordinances issued by the Financial and
Capital Market Commission which were determined for it for the purpose of obtaining
the licence;

9) the insurance company or the branch of the non-Member State has not voluntarily
and fully made payments to the Fund for the Protection of the Insured for more than
two months after being given a warning from the Financial and Capital Market
Commission regarding the cancellation of the licence;

10) the insurance company or the branch of the non-Member State is being liquidated.
(2) The Financial and Capital Market Commission shall provide information
regarding the suspension and cancellation of a licence to provide insurance to the
supervisory authority of the Member State insurer concerned.

(3) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the cancellation of a licence to provide
insurance shall not suspend the execution of the act.

[1 June 2000; 27 March 2003; 17 June 2004; 16 December 2004]

Article 17. (1) If the Financial and Capital Market Commission has determined
circumstances that allow taking a decision to cancel a licence issued to provide
insurance, it may take a substantiated decision to suspend the validity of the licence.
(2) The period of suspension of the licence may not exceed 6 months.

(3) An insurance company or a branch of a non-Member State insurer may not
conclude new contracts, increase insurance amounts or extend the term of insurance
contracts in that class of insurance for the providing of which the operation of the
licence issued has been suspended; but it shall continue to fulfil valid insurance
contracts.

(4) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the cancellation of a licence to provide
insurance shall not suspend the execution of the act.

[1 June 2000; 16 December 2004]

Article 18. (1) The Financial and Capital Market Commission may cancel licences for
all or only separate classes of insurance. If a licence has been cancelled, the relevant
insurance company or the branch of the non-Member State may not conclude new
insurance contracts, increase insurance amounts or extend insurance contracts, but it
shall proceed to fulfil valid insurance contracts.

(2) An insurance company or a branch of a non-Member State shall undergo
liquidation, if licences for all the classes of insurance provided by it have been
cancelled, except in cases where the insurance company, by way of reorganization or
without undergoing reorganization, is transformed into a legal person that does not
provide insurance. An insurance company is only entitled to, by way of reorganization
or without undergoing reorganization, transform itself into a legal person that does not
provide insurance with the permission of the Financial and Capital Market
Commission.

(3) Where a transformation of an insurance company into a legal person that does not
provide insurance is planned, the Financial and Capital Market Commission shall
issue authorisation provided the insurance company has met all the liabilities under its
insurance contracts.

[1 June 2000; 27 March 2003; 16 December 2004]



Article 19. (1) When suspending or cancelling a licence issued to provide insurance,
the Financial and Capital Market Commission is entitled to restrict actions of the
insurance company or the branch of the non-Member State insurer with respect to its
assets, payments and assuming of new liabilities.

(2) A decision to cancel a licence issued to provide insurance or suspend its validity
may be appealed by an insurance company or a branch of a non-Member State insurer
before court within a one-month period after the receipt of the decision.

(3) The Financial and Capital Market Commission shall without delay publish a
notice of the cancellation of a licence issued to provide insurance or the suspension of
its validity in the newspaper Latvijas Véstnesis’.

(4) The Financial and Capital Market Commission shall continue to supervise the
insurance company or the branch of the non-Member State insurer until the insurance
liabilities have been met in full or until the insurance company or the branch of the
non-Member State is declared insolvent.

[1 June 2000; 27 March 2003; 16 December 2004]

Chapter 111
Restrictions on Operations of an Insurer

Article 20. (1) The chairperson, members of the executive board, the head of the
internal audit (inspection) service (company controller) and chief actuary of an
insurance company, the manager and chief actuary of a branch of a non-Member State
insurer, as well as a person who, when taking essential decisions on behalf of the
insurance company or the branch of the non-Member State insurer, causes civil
liabilities for an insurance company or a branch of a non-Member State insurer may
be a person who conforms to the following requirements:

1) [16 December 2004];

2) has sufficient competence in the field for which the said person is responsible,
ensuring that the executive board of the insurance company is established so that the
insurance company is able to provide insurance independently, professionally,
qualitatively and in conformity with the requirements of the regulatory enactments
regarding provision of insurance;

3) has the necessary education and appropriate professional experience of at least
three years in the respective field;

4) has an impeccable reputation;

5) is not deprived, or has not been deprived, of the right to engage in business.

(2) Before the persons referred to in Paragraph one of this Article undertake their
duties, the insurance company or the branch of the non-Member State insurer shall
notify the Financial and Capital Market Commission thereof.

(3) An insurance company or a branch of a non-Member State insurer is obliged to,
either itself or upon a proposal from the Financial and Capital Market Commission,
without delay remove from office the person referred to in Paragraph one of this
Article if it has been established that:

1) he or she does not qualify for the office held,;

2) his or her actions have prejudiced the financial stability of the insurance company
or the branch of the non-Member State insurer or have caused a situation that may
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jeopardise the financial stability of the insurance company or the branch of the non-
Member State insurer or interests of insurance policyholders;

3) he or she does not comply with the policies, procedures, proceedings, programmes
and regulations of the insurance company or the branch of the non-Member State
insurer;

4) he or she does not comply with the requirements of Paragraph one of this Article
and Article 21 of this Law.

(4) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the removal from office of the persons referred
to in Paragraph one of this Article shall not suspend the execution of the act.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 21. The chairperson, members of the executive board, the head of the internal
audit (inspection) service (company controller) and chief actuary of an insurance
company, the manager and chief actuary of a branch of a non-Member State insurer,
as well as a person who, when taking essential decisions on behalf of the insurance
company or the branch of the non-Member State insurer, causes civil liabilities for an
insurance company or a branch of a non-Member State insurer may not be a person
who:

1) has been convicted of committing an intentional a criminal offence, also of reckless
bankruptcy;

2) has been convicted of committing an intentional criminal offence, although the
person has been released from serving the sentence because of a limitation period,
clemency or amnesty;

3) against whom the criminal case initiated regarding the committing of an intentional
criminal offence has been terminated due to a limitation period or amnesty;

4) has been held to criminal liability for committing an intentional criminal offence,
but the criminal matter against him or her has been terminated on the basis of non-
rehabilitation.

(2) An insurance company or a non-Member State insurer is obliged to, either itself or
upon a proposal from the Financial and Capital Market Commission, without delay,
remove from office the persons referred to in Paragraph one of this Article if
Paragraph one, Clauses 1, 2, 3 or 4 of this Article apply to them.

(3) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the removal from office of the persons referred
to in Paragraph one of this Article shall not suspend the execution of the act.

[27 March 2003; 16 December 2004]

Article 21%. Documents to be submitted to the Financial and Capital Market
Commission that certify the fulfilment of the requirements of Article 21, Paragraph
one of this Law may not be older than three months.

[16 December 2004]

Article 22. (1) The office of chairperson, members of the supervisory board of an
insurance company may be held by a person who complies with the requirements of
Article 20, Paragraph one, Clauses 2, 3, 4 and 5 of this Law. The person to whom the
requirements of Article 21, Paragraph one, Clauses 1, 2, 3 or 4 of this Law apply may
not hold the office of chairperson, members of the supervisory board of an insurance
company.



(2) A meeting of shareholders (members) is obliged to, either itself or upon a proposal
from the Financial and Capital Market Commission, without delay remove from
office the person referred to in Paragraph one of this Article, if it has been established
that he or she does not qualify for the office held, his or her actions have prejudiced
the financial stability of the insurance company or have caused a situation that may
jeopardise the financial stability of the insurance company or the interests of
insurance policyholders as well as if he or she does not comply with the requirements
set out in this Article.

(3) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the removal from office of the persons referred
to in Paragraph one of this Article shall not suspend the execution of the act.

[27 March 2003; 16 December 2004]

Article 23. An insurance company or a branch of a non-Member State insurer
providing life assurance and any class of civil liability insurance shall employ a chief
actuary whose minimum qualification requirements shall be determined by the
Financial and Capital Market Commission.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 24. (1) To ascertain the compliance of the persons referred to in Article 20,
Paragraph one and Article 22 of Paragraph one of this Law with the requirements of
this Law, the Financial and Capital Market Commission has the right to invite the
persons referred to in Article 20, Paragraph one and Article 22 of Paragraph one of
this Law for talks.

(2) The Financial and Capital Market Commission, within a 30-day period of the
receipt of all documents required, has the right to prevent the persons referred to in
Article 20, Paragraph one and Article 22 of Paragraph one of this Law from
performing duties of an insurance company or a branch of a non-Member State
insurer if he or she does not comply with the requirements of this Law or the
Financial and Capital Market Commission may not ascertain his or her compliance
with the requirements of this Law.

(3) The Financial and Capital Market Commission shall determine the documents to
be submitted and the procedure as to how assess the compliance of the persons
referred to in Article 20, Paragraph one and Article 22 of Paragraph one of this Law
with the requirements of this Law.

[16 December 2004]

Article 24'. An insurance company is entitled to carry out reorganization only with
the permission of the Financial and Capital Market Commission.
[16 December 2004]

Article 25. [March 2003]

Article 25", The Financial and Capital Market Commission has the right to request
from insurers samples of insurance policies to assess the compliance of the insurance
policies with the requirements of the Insurance Contract Law.

[16 December 2004]

Article 25%. (1) A qualifying holding in an insurance company may only be acquired
by a person who complies with the requirements of Article 13" of this Law and



ensures meeting of the conditions under Article 13%; moreover, such person shall be
financially stable for at least the last three years so that, where required, the person is
able to make additional investments for the renewal of the insurance companybs
available solvency margin by ensuring the compliance of the insurance companybs
guarantee fund and the required solvency margin with the requirements of law and the
requirements regulating the operation of insurance companies.

(2) The Financial and Capital Market Commission has the right to request information
from persons who apply for a qualifying holding (persons who have actually acquired
a qualifying holding or who are suspected of having acquired a qualifying holding),
including owners of legal (registered) persons (actual beneficiaries) T natural persons
T to assess the reputation of such persons, the availability of free assets, their financial
stability, property status, participation in other companies, compliance with the
requirements set for shareholders of a newly-established insurance company and
effects on the insurance companyds management and operation.

(3) The Financial and Capital Market Commission has the right to identify
shareholders of legal persons who apply for a qualifying holding (who have actually
acquired a qualifying holding or who are suspected of having acquired a qualifying
holding) and owners (actual beneficiaries) until ultimate owners (actual beneficiaries)
T natural persons T are clarified. For the identification of such persons, the said legal
persons have a duty to submit to the Financial and Capital Market Commission the
information required by it if such is not available in public registers wherefrom the
Financial and Capital Market Commission is entitled to receive such information.

(4) If persons who are suspected of having acquired a qualifying holding in an
insurance company do not provide or refuse to provide the information referred to in
Paragraphs two and three of this Article and their holding in the aggregate exceeds 10
and more per cent of the share capital or the number of voting shares of the insurance
company, such shareholders may not exercise the voting rights attaching to all their
shares. The Financial and Capital Market Commission shall, without delay, inform the
relevant shareholders and insurance company thereof.

[16 December 2004]

Article 26. (1) Any person intending to acquire a qualifying holding in an insurance
company shall notify the Financial and Capital Market Commission thereof in
writing. The notification shall include the size of the intended holding as a percentage
of the insurance companyés share capital or the number of voting shares.

(2) If a person intends to increase its qualifying holding, reaching or exceeding 20, 33
or 50 per cent of the share capital or the number of voting shares of the insurance
company, or if the insurance company becomes a subsidiary of such person, the
person shall notify the Financial and Capital Market Commission thereof in writing.
The notification shall include the size of the intended holding as a percentage of the
insurance companyds share capital or the number of voting shares.

(3) The Financial and Capital Market Commission has the right to request additional
information regarding the persons referred to in this Article to consider their
reputation, the availability of free assets, their financial stability, property status,
participation in other companies, compliance with the requirements set for
shareholders of a newly-established insurance company and effects on the insurance
companyds management and operation. A person who intends to acquire, has
acquired, intends to increase or has increased its qualifying holding in an insurance
company, upon request of the Financial and Capital Market Commission, shall submit



to it information regarding the availability of its free assets in the amount of all the
insurance companyos shares acquired by such person.

(4) The Financial and Capital Market Commission shall, at least within a three-month
period of receipt of the notification referred to in Paragraphs one and two of this
Article, assess the personds reputation, availability of free assets, financial stability,
property status, participation in other companies, compliance with the requirements
set for shareholders of a newly-established insurance company and effects on the
insurance companyds management and operation.

(5) The Financial and Capital Market Commission shall, within the term specified in
Paragraph four of this Article, take a reasoned decision prohibiting a person from
acquiring or increasing a qualifying holding in the insurance company and, without
delay, inform the relevant person and the insurance company thereof if:

1) the acquisition or increase of the qualifying holding does not ensure financially
stable, prudent management and operation of the insurance company compliant with
regulatory enactments;

2) the person does not have free assets, financial stability, satisfactory property status,
an impeccable reputation or the person does not comply with the requirements set for
shareholders of a newly-established insurance company;

3) the person does not provide or refuses to provide the information specified in this
Law to the Financial and Capital Market Commission or the additional information
requested by the Financial and Capital Market Commission;

4) , due to circumstances beyond his or her control, the person is not capable of
providing the information requested by the Financial and Capital Market Commission
or the information specified in this Law;

5) assets invested by the person in the insurance company to ensure a qualifying
holding have been acquired as a result of unusual or suspicious transactions.

(6) The provisions of Paragraph five, Clause 4 of this Article shall not apply to a legal
person if its shares are quoted on the regulated market of the Republic of Latvia or
another Member State or on a regulated market whose organiser is a full member of
the Federation of International Stock Exchanges and this legal person submits to the
Financial and Capital Market Commission information on its shareholders having a
qualifying holding in it.

(7) If the Financial and Capital Market Commission has given its consent to the
acquisition or increase of a qualifying holding by a person, this person shall acquire or
increase its qualifying holding in the insurance company not later than within six
months of submitting the notification referred to in Paragraphs one and two of this
Article to the Financial and Capital Market Commission. If, by the end of the said
term, the person has not acquired or increased its qualifying holding in the insurance
company, the consent given by the Financial and Capital Market Commission to the
acquisition or increase of its qualifying holding becomes invalid.

(8) Filing of an appeal against the administrative act issued by the Financial and
Capital Market Commission referred to in Paragraph five of this Article shall not
suspend the execution of the act.

[16 December 2004]

Article 27. (1) When evaluating notifications referred to in Article 26, Paragraphs one
and two of this Law, the Financial and Capital Market Commission shall consult with
the supervisory authority of the relevant Member State insurer, if the acquirer of the
qualifying holding is a Member State insurer or the parent company of a Member
State insurer, or a person who controls the Member State insurer, and if, upon the



acquisition or increase by the relevant person of the qualifying holding, the insurance
company becomes a subsidiary of this person or becomes subject to its control.
[16 December 2004]

Article 28. If a person intends to terminate its qualifying holding in an insurance
company, it shall notify of this decision in writing beforehand by submitting an
application to the Financial and Capital Market Commission. The application shall
include the part of the insurance companyds share capital or the number of voting
rights shares remaining for the person as a percentage. If a person intends to decrease
its qualifying holding under 20, 33 or 50 per cent of the insurance companyds share
capital or the number of voting rights shares, or if the insurance company ceases to be
a subsidiary of this person, it shall notify of this decision in writing beforehand by
submitting an application to the Financial and Capital Market Commission.

[27 March 2003]

Article 28. (1) An insurance company shall, without delay, as soon as it has found
out about it, notify in writing, submitting an application to the Financial and Capital
Market Commission, regarding the acquisition, increase or decrease of the qualifying
holding of any person. The application shall include the size of the relevant personds
holding as a percentage of the insurance companybs share capital or the number of
voting shares, or the information regarding the termination of the qualifying holding.
(2) An insurance company, in submitting to the Financial and Capital Market
Commission an annual report pursuant to the procedures prescribed by law, shall
concurrently submit a list of all those shareholders who have a qualifying holding in
the insurance company. It shall include the information to be contained in a list of
shareholders to be prepared in accordance with law for a shareholdersé meeting and
the size of the relevant shareholdersé qualifying holding as a percentage of the
insurance companyds share capital or the number of voting shares.

[27 March 2003]

Article 28%. (1) If the influence of shareholders of an insurance company on the
insurance company jeopardises or may jeopardise financially stable, prudent
management and operation compliant with regulatory enactments or a person having
acquired a qualifying holding does not comply with the requirements set for
shareholders of a newly-established insurance company, it is not financially stable or
does not provide or refuses to provide the information referred to in Article 257,
Paragraphs two and three of this Law, the Financial and Capital Market Commission
is entitled to:

1) request immediate discontinuance of such influence;

2) request removal from office of the insurance companyds executive board
(supervisory board) or any executive board (supervisory board) member;

3) prohibit the shareholders from exercising the voting rights attaching to all the
shares owned by them.

(2) A shareholder has no right to exercise the voting rights attaching to all the shares
owned by the shareholder in an insurance company and the decisions of a
shareholdersd meeting adopted by exercising the voting rights of such shares shall be
invalid from the moment of their adoption and no entries on the basis of such
decisions in the Commercial Register or other public registers may be requested if:



1) the Financial and Capital Market Commission in cases provided for by this Law
has prohibited the person from exercising the voting rights attaching to shares owned
by it;

2) the person has acquired or increased a qualifying holding in the insurance company
prior to submitting the notification referred to in Article 26, Paragraphs one and two
of this Law to the Financial and Capital Market Commission;

3) the person has acquired or increased a qualifying holding in the insurance company
during the period of processing the notification referred to in Article 26, Paragraphs
one and two of this Law;

(3) If a shareholder of an insurance company is prohibited from exercising the voting
rights attaching to shares owned by it in the insurance company, the total number of
the decision-making power shares shall be calculated as all voting shares less those
shares the exercise of the voting rights attaching to which is prohibited.

(4) The provisions of this Law regarding a qualifying holding shall not apply to a
shareholder of an insurance company whose qualifying holding in the insurance
company arises from the prohibition imposed on another shareholder against the
exercise of voting rights.

(5) Filing of an appeal against the administrative act issued by the Financial and
Capital Market Commission that is referred to in Paragraph one of this Article shall
not suspend the execution of the act.

[16 December 2004]

Article 28°. In determining the size of a holding acquired by a person in an insurance
company indirectly, the following voting rights acquired by the person in the
insurance company shall be taken into account:

1) voting rights arising out of shares acquired by third persons in their name on the
instruction of such person;

2) voting rights arising out of shares acquired by such a company as is under the
control of such person;

3) voting rights stipulated in an agreement made in writing between the person and
third persons regarding long-term or systematic joint actions in relation to the
administration of the insurance company;

4) voting rights possessed by third persons which, pursuant to an agreement in
writing, the person or the company under the control of this person is entitled to
exercise for a certain limited time period or for an unlimited time period with or
without pay;

5) voting rights arising out of shares transferred to the possession of this person which
the person is entitled to exercise at its own discretion without receiving an individual
assignment from the person owning these shares;

6) voting rights arising out of shares which the person has transferred to third persons
as security, without losing the voting rights arising out of them;

7) voting rights arising out of shares which the person is entitled to acquire pursuant
to an agreement in writing and the execution of which depends on this same person;
8) voting rights arising out of shares which the person has acquired through their
borrowing, repurchase or similar transactions;

9) voting rights arising out of shares acquired by the person in any other indirect way.
(2) A person who intends to indirectly acquire, has acquired, intends to increase or has
increased a qualifying holding in an insurance company, upon request of the Financial
and Capital Market Commission, shall submit to it information that allow ascertaining



the compliance of the relevant person with the requirements of Chapters 11 and 111 of
this Law.
[27 March 2003; 16 December 2004]

Article 28*. Investment funds and similar establishments are not entitled to acquire a
qualifying holding in an insurance company.
[16 December 2004]

Article 29. (1) Unless otherwise provided by law, an insurer has an obligation not to
disclose information on the policyholder and the insured.

(2) In order to reduce the risk of the insurerds operations and avoid fraud, an insurer
has the right to, directly or through a specially established authority, exchange
information concerning insured persons and valid insurance policies.

(3) For establishing and functioning of a debtors register, an insurer shall provide the
Bank of Latvia with the information regarding its debtors and the performance of their
obligations in accordance with the regulations and regulatory instructions approved by
the Bank of Latvia.

(4) The Bank of Latvia has the right to, in accordance with the procedures prescribed
by the regulations and regulatory instructions approved by it, provide the information
referred to in Paragraph three of this Article to banks, their subsidiaries providing
financial services related to credit risk, insurers and the Financial and Capital Market
Commission.

(5) Insurers, banks and their subsidiaries providing financial services related to credit
risk have the right to, directly or through a specially established authority, mutually
exchange information on debtors and the performance of their obligations.

(6) If an insurer does not comply with the requirements of Paragraph three of this
Article, the Bank of Latvia is entitled to impose a penalty not exceeding 5 000 lats on
the insurer.

[16 December 2004]

Article 29", An insurer is obliged to formulate in writing and comply with the internal
procedures, according to which:

1) in providing insurance services, an honest and open attitude towards the
policyholder, the insured and the person who is entitled to apply for indemnity under
an insurance contract shall be ensured,

2) the insurer shall provide:

a) to a policyholder information requested by the policyholder regarding the insurance
transaction concluded between the insurer and the relevant policyholder;

b) to the insured and the person who is entitled to apply for indemnity under an
insurance contract information requested by them with respect to the right of these
persons to receive insurance indemnity and their obligations against the insurer;

c) information regarding the term (not exceeding 30 days), within which the said
information is to be provided;

3) the insurer shall ensure the preclusion of possible conflict of interest of its
employees in receiving and using information required for insurance transactions.

[27 March 2003; 16 December 2004]

Article 29 (1) If a person who is entitled to apply for indemnity under an insurance
contract submits a request in writing, the insurer or the Member State insurer
providing insurance services under the freedom to provide services shall familiarise



the person with such documents available to it as substantiate the decision to pay
insurance indemnity to this person or the refusal to pay insurance indemnity or shall
issue copies thereof. A person who is entitled to apply for indemnity under an
insurance contract has the right to receive copies of the documents referred to in this
Paragraph for a fee not exceeding their photocopying expenses.

(2) An insurer or a Member State insurer providing insurance services under the
freedom to provide services is not obliged to familiarise with documents and issue
copies of such documents in accordance with the procedures prescribed in Paragraph
one of this Article if, due to the occurrence of the insured risk circumstances, the
insurer or the Member State insurer has submitted the documents to law enforcement
institutions within the limits of a criminal proceeding.

(3) An insurer or a Member State insurer providing insurance services under the
freedom to provide services, having familiarised with the documents substantiating its
decision to pay insurance indemnity or the refusal to pay insurance indemnity, has the
right to request the person entitled to apply for indemnity under an insurance contract
to sign certification in writing including the documents with which the person has
been familiarised. If a person entitled to apply for indemnity under an insurance
contract refuses to sign the certification specified in this Paragraph, it shall be signed
by the insurer or the Member State insurer, with a special note of the refusal by the
said person to sign the certification.

[16 December 2004]

Chapter 1V
Available Solvency Margin and Cover for Priority Claims
[16 December 2004]

Article 30. (1) An insurance company or a branch of a non-Member State insurer is
required to constantly maintain an adequate available solvency margin to ensure the
stability of financial activities of the insurance company or the branch of the non-
Member State insurer. Procedures regarding calculation of the available solvency
margin shall be determined by the Financial and Capital Market Commission.

(2) An insurance company or a branch of a non-Member State insurer shall, without
delay, inform the Financial and Capital Market Commission of the reasons for a
decrease in the available solvency margin if it decreases by 10 per cent and more as
compared to the amount of the available solvency margin indicated in the previous
financial statement.

[27 March 2003; 16 December 2004]

Article 31. (1) In order to assess the stability of the financial situation of an insurance
company or a branch of a non-Member State insurer, the available solvency margin of
the insurance company or the branch of the non-Member State insurer shall be
compared to the required solvency margin.

(2) The required solvency margin is an amount estimated in accordance with the
procedures determined by the Financial and Capital Market Commission. The
required solvency margin may not be less than the minimum size of the guarantee
fund.

(3) [16 December 2004]

(4) The Financial and Capital Market Commission may determine a greater required
solvency margin for an insurance company or a branch of a non-Member State insurer
if:



1) the insurance company or the branch of the non-Member State insurer has been
requested to prepare a plan for the financial situation improvement as set out in
Article 59 of this Law;

2) the insurance company or the branch of the non-Member State insurer substantially
decreases or discontinues insurance (reinsurance).

[1 June 2000; 27 March 2003; 16 December 2004]

Article 31", (1) A branch of a non-Member State insurer shall place a security deposit
of at least 25 per cent of the minimum size of the guarantee fund with a credit
institution registered in the Republic of Latvia. The deposit shall be freely available, it
may not be encumbered, and its transfer is possible only with the permission of the
Financial and Capital Market Commission. The amount of the security deposit shall
be taken into account in calculating the non-Member State insurerés available
solvency margin.

(2) A branch of a non-Member State insurer shall invest the available solvency
margin in the amount of the estimated required solvency margin in Member States
(including in the amount of the guarantee fund T in the Republic of Latvia) in the
assets set out in Article 42, Paragraph one of this Law.

[16 December 2004]

Article 32. (1) The guarantee fund shall be the biggest figure of the following two
figures:

1) one third of the estimated required solvency margin;

2) the minimum size of the guarantee fund.

(11 The minimum size of a guarantee fund shall be:

1) EUR three million for companies which provide insurance for the classes referred
to in Article 12, Paragraph one, Clauses 10, 11, 12, 13, 14, 15 and 19 of this Law
while for other companies, EUR two million;

2) EUR 2.3 million for mutual insurance cooperative societies which provide
insurance for the classes referred to in Article 12, Paragraph one, Clauses 10, 11, 12,
13, 14, 15 and 19 of this Law while for other mutual insurance cooperative societies,
EUR 1.5 million;

3) in the amount of 100 per cent of the amount specified by Paragraph 1!, Clause 1 of
this Article for a branch of a non-Member State insurer.

(1%) The minimum size of the guarantee fund set out in Paragraph 1* of this Article
which is expressed in euro shall be reviewed once a year and indexed if, according to
the information provided by the Eurostat Statistical Office of the European
Communities, the consumer price index in European Economic Area Member States
has increased by five per cent or more. The amount of the increase in the minimum
guarantee fund shall be rounded up to a multiple of EUR 100 000. A decision on
effecting indexation and on the amount of the increase in the minimum guarantee
fund in the respective year shall be notified to the European Commission.

(2) Only monetary resources may be invested by an insurance company in share
capital, with the exception of cases where the reorganization of the insurance
company takes place with the permission of the Financial and Capital Market
Commission.

(3) When establishing an insurance company, its available solvency margin may not
be less than the minimum size of the guarantee fund.

[27 March 2003; 16 December 2004]



Article 33. [27 March 2003]

Article 34. If the amount of the available solvency margin of an insurance company
or a branch of a non-Member State insurer is less than the estimated required solvency
margin but bigger than the guarantee fund, the insurance company or the branch of
the non-Member State insurer shall submit to the Financial and Capital Market
Commission for coordination a plan for the financial situation improvement in order
to renew the amount of the available solvency margin up to the estimated required
solvency margin.

[1 June 2000; 16 December 2004]

Article 35. If the amount of the available solvency margin of an insurance company
or a branch of a non-Member State insurer is less than the guarantee fund, the
insurance company or the branch of the non-Member State insurer shall submit to the
Financial and Capital Market Commission for coordination a plan for the financial
situation improvement to immediately renew the amount of the available solvency
margin up to the size of the guarantee fund.

[1 June 2000; 16 December 2004]

Article 35'. (1) Priority claims shall be insurance premiums paid by policyholders in
advance and the claims set out in Article 75, Paragraph one, Clauses 2 and 3 of this
Law.

(2) An insurance company or a branch of a non-Member State insurer shall ensure
that the amount of possible priority claims set out in Paragraph one of this Article is
known at any moment.

(3) Possible priority claims shall at all times be fully covered by the following assets:
1) the assets set out in Article 42, Paragraph one, Clauses 1, 2, 3, 4, 5 and 6 of this
Law subject to the requirements of Article 42, Paragraph two of this Law;

2) cash in hand.

[16 December 2004]

Article 36. [27 March 2003]
Article 37. [27 March 2003]
Article 38. [27 March 2003]

Chapter V
Technical provisions

Article 39. (1) Technical provisions shall be set up in the same currency in which the
insurance company or the branch of the non-Member State insurer has undertaken
liabilities arising from concluded insurance contracts and accepted reinsurances.

(2) The amount of technical provisions shall be sufficient for the insurer to fully meet
its liabilities arising from insurance and accepted reinsurances and to provide for the
stability of its financial activities. The management of an insurance company or a
branch of a non-Member State insurer shall formulate and approve procedures for
technical provision formation and be liable for the compliance with such procedures.
The insurance company or the branch of the non-Member State insurer shall submit
the procedures for technical provision formation in writing to the Financial and



Capital Market Commission within a 10-day period of the approval of such
procedures, as well as notify of all changes thereof.

(3) The insurance company or the branch of the non-Member State insurer shall
calculate technical provisions for each insurance contract or group of contracts
separately.

(4) Profits of the insurance company or the branch of the non-Member State insurer
shall be reduced by the amount transferred to technical provisions during the year.
Profits, however, shall be increased by the amount deducted from technical provisions
during the year and this amount shall be credited to the income of the insurance
company or the branch of the non-Member State insurer.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 40. (1) An insurance company or a branch of a non-Member State insurer
providing insurance for the class of insurance referred to in Article 12, Paragraph one,
Clause 19 of this Law shall set up life assurance technical provisions. An insurance
company or a branch of a non-Member State insurer which has concluded a unit-
linked life assurance contract shall set up technical provisions for unit-linked life
assurance contracts.

(2) An insurance company or a branch of a non-Member State insurer providing
insurance for the classes of insurance referred to in Article 12, Paragraph one, Clauses
1-18 of this Law shall set up:

1) technical provisions for unearned premiums;

2) technical provisions for deferred insurance indemnities pertaining to cases:

a) for which an insurance indemnity application has been received, but the insurance
indemnity has not yet been paid out or has not been paid in full;

b) which have taken place but for which an insurance indemnity application has not
yet been received.

(3) An insurance company or a branch of a non-Member State insurer providing
insurance for the class of insurance set out in Article 12, Paragraph one, Clause 14 of
this Law shall, in addition to the technical provisions referred to in Paragraph two of
this Article, set up an equalisation reserve in accordance with the procedures
prescribed by the Financial and Capital Market Commission.

(4) An insurance company or a branch of a non-Member State insurer providing
insurance for the classes of insurance set out in Article 12, Paragraph one, Clauses 1-
18 of this Law may, in order to ensure the compliance with the requirements of
Article 39 of this Law and taking into account the particular nature of the classes of
insurance, in addition to the technical provisions referred to in Paragraph two of this
Article, set up the following technical provisions for:

1) an equalisation reserve;

2) an unexpected risk reserve.

(5) An insurer providing insurance for the class of insurance set out in Article 12,
Paragraph one, Clause 19 of this Law may, in order to ensure the compliance with the
requirements of Article 39 of this Law and taking into account the particular nature of
the class of insurance, in addition to the technical provisions referred to in Paragraph
one of this Article, set up technical provisions for gratuities.

(6) When protecting interests of the insured, the Financial and Capital Market
Commission is entitled to request an insurance company or a branch of a non-Member
State insurer to set up technical provisions of a particular type.

(7) The Financial and Capital Market Commission shall issue regulatory enactments
regarding methods for calculation of technical provisions.



[27 March 2003; 16 December 2004]

Article 40'. (1) Technical provisions must be continuously covered to the full amount
by technical provision cover.

(2) Cover for technical provisions and technical provisions shall be matched by
currencies.

(3) The Financial and Capital Market Commission shall set forth the permitted
deviations in matching the technical provisions with the cover for technical provisions
by currencies.

(4) The Financial and Capital Market Commission is entitled to cancel a licence of an
insurance company or a branch of a non-Member State insurer if the technical
provisions have not been covered in full by the assets compliant with the requirements
of this Law.

[27 March 2003; 16 December 2004]

Chapter VI
Investments of an Insurer

Article 41. (1) Investments of an insurance company or a branch of a non-Member
State insurer must be safe, diverse, liquid and profit earning so that they ensure the
financial stability of the insurance company or branch of the non-Member State
insurer and guarantee the meeting of liabilities under insurance contracts. The
management of the insurance company or branch of the non-Member State insurer
shall formulate and approve investment-making procedures and conditions and be
responsible for the compliance with this procedure and conditions. The management
of the insurance company or the branch of the non-Member State insurer shall, at least
once a year, review investment-making procedures and conditions, matching them by
types of investment, a geographical breakdown, counterparties and markets [financial
instruments market (regulated, unregulated), real estate market]. Prior to transactions
in derivative financial instruments, the management of the insurance company or
branch of the non-Member State insurer shall formulate and approve procedures for
the use of derivative financial instruments which shall be in line with the basic
activity of the insurance company or branch of the non-Member State insurer, its
investment-making procedures including adequate risk management.

(2) [16 December 2004]

(3) If insurance objects related to risks insured are situated in a Member State, assets
accepted as cover for technical provisions shall be invested in Member States.

(4) Only assets invested in the Republic of Latvia may be accepted by a branch of a
non-Member State insurer as cover for technical provisions.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 41'. [27 March 2003]

Article 42. (1) Only the following assets may be accepted as cover for technical
provisions:

1) bonds and other debt securities certifying the liabilities of the issuer against the
holder of the securities (hereinafter T debt securities);

2) shares and other equity securities certifying the participation in the issuerds capital
(hereinafter T equity securities);

3) investment certificates of investment funds or equivalent securities;



4) mortgage loans;

5) investments in immovable property (land, buildings);

6) deposits with credit institutions;

7) debts owned by insurance policyholders that arise out of direct insurance.

(2) The assets set out in Paragraph one of this Article may only be accepted as cover
for technical provisions if the following conditions have been complied with:

1) assets shall be valuated net of any debts arising out of their acquisition;

2) debts owed by and claims against a third party may be accepted only after
deduction of all amounts owed by the insurance company or branch of the non-
Member State insurer to the third party;

3) debts are outstanding for not more than three months and such claims do not result
from claims against persons linked to the insurer. The said condition shall apply to
debts owned by insurance policyholders that arise out of direct insurance;

4) the credit institution has obtained a licence in the Republic of Latvia or another
Member State, or an OECD Member State, and it is allowed to provide financial
services in the State issuing the licence, and this credit institution is not a person
linked to the insurer;

5) debt securities have been admitted to trading on a regulated market of the Republic
of Latvia or another Member State, or an OECD Member State or have been
registered in the Republic of Latvia or another Member State, or an OECD Member
State and at least one international rating agency has assigned a rating grade in the
investment-grade category. The above debt securities may not be accepted as cover
for technical provisions where they have been issued by a person linked to the insurer
and where it has been established that some rating agency has assigned a rating
category lower than the investment-grade category. This restriction shall not apply to
debt securities of the Republic of Latvia or another Member State, or an OECD
Member State that have been issued by the State or local governments;

6) equity securities have been admitted to trading on a regulated market of the
Republic of Latvia, another Member State, or an OECD Member State and they have
not been issued by a person linked to the insurer;

7) mortgage-backed loans issued against a pledge registered in the Republic of Latvia
or another Member State, or an OECD Member State and such loans have not been
issued to a person linked to the insurer;

8) investment fund investment certificates or equivalent securities have not been
issued by a person linked to the insurer. Closed-end investment fund investment
certificates have been admitted to trading on a regulated market of the Republic of
Latvia or another Member State, or an OECD Member State;

9) as regards assets accepted as cover for technical provisions, derivative financial
instruments T forward contracts, futures contracts, swaps and options admitted to
trading on a regulated market T may only be used where they reduce investment risk
or promote more efficient management of the investment portfolio and where, prior to
commencing such activities, the Financial and Capital Market Commission has been
notified thereof in writing. Derivative financial instruments shall be taken into
account when evaluating assets linked to the relevant derivative financial instrument;
10) investments have been made in immovable property located in the Republic of
Latvia or another Member State, or an OECD Member State.

[27 March 2003; 16 December 2004]

Article 42'. (1) Only investment certificates (shares) of open-end investment funds
(undertakings for collective investment in transferable securities (UCITS)) or the



value of assets contained in an internal fund held by an insurance company or a
branch of a non-Member State insurer specifically for this purpose, which are usually
divided into units, may be accepted as cover for technical provisions for unit-linked
life assurance contracts.

(2) If unit-linked life assurance contracts are directly linked to a share index or some
other reference value other than those referred to in Paragraph one, the technical
provisions in respect of those contracts must be represented by assets whose value
changes are closely linked to the changes in the share index or some other reference
value.

(3) The requirements of Article 43 of this Law shall not apply to cover for technical
provisions for unit-linked life assurance contracts.

[16 December 2004]

Article 43. (1) When setting up the structure of assets for the cover for technical
provisions, an insurance company or a branch of a non-Member State insurer shall
comply with the following rules:

1) not more than 10 per cent of technical provisions may be invested in one piece of
immovable property T a piece of land and buildings or a number of pieces of land and
buildings close enough to each other to be considered effectively as one investment
and not more than 25% of technical provisions may be invested in buildings and
pieces of land taken together;

2) not more than five per cent of technical provisions may be invested in equity
securities and debt securities (with the exception of mortgage bonds) issued by one
issuer. This restriction shall not apply to debt securities issued by central and local
governments of the Republic of Latvia or another Member State, or an OECD
Member State;

3) not more than 10 per cent of technical provisions may be invested in mortgage
bonds which have been issued in accordance with the Law on Mortgage Bonds or
regulatory enactments of a Member State and which have been issued by one issuer
and not more than 25 per cent of technical provisions in mortgage bonds taken
together;

4) not more than five per cent of technical provisions may be assigned to investment
certificates of one investment fund registered in the Republic of Latvia or another
Member State, or an OECD Member State;

5) not more than 25 per cent of technical provisions may be assigned to deposits with
one credit institution;

6) not more than 10 per cent of technical provisions may be assigned to one mortgage
loan and not more than 25 per cent to mortgage loans taken together;

7) not more than 10 per cent of net technical provisions for unearned premiums may
be assigned for policyholders with respect to direct insurance debtors.

(2) The Financial and Capital Market Commission has the right to request a change in
the composition and structure of assets accepted as cover for technical provisions if
the existing composition and structure of assets prejudice or may prejudice the
financial stability of the insurance company or the branch of the non-Member State
insurer and the interests of insurance policyholders and if any of the following
conditions has been established:

1) excessive reliance on any asset category, investment market or separate investment
exists;

2) due to the nature of assets or quality of the issuer, assets involve a high degree of
risk;



3) a high predominance of illiquid assets exists.

(3) The value of assets shall be determined in accordance with the regulatory
enactments of the Financial and Capital Market Commission regarding the
preparation of annual reports of an insurance company or a branch of a non-Member
State insurer.

[27 March 2003; 26 November 2003; 16 December 2004]

Article 44. [27 March 2003]
Article 44'. [27 March 2003]
Article 45. [27 March 2003]

Article 46. An insurance company may not, directly or indirectly, issue loans for the
acquisition of own shares or shares issued by persons linked to the insurance
company, as well as to accept own shares as provision for liabilities.

[27 March 2003; 16 December 2004]

Article 47. (1) Guarantees or similar liabilities of an insurance company or a branch
of a non-Member State insurer may not exceed 10 per cent of the available solvency
margin of the insurance company or the branch of the non-Member State insurer. The
insurance company or the branch of the non-Member State insurer shall register its
guarantees or similar liabilities.

(2) The register shall be conducted electronically, it shall also include the text of
transactions and amendments thereof, and the software used shall ensure the
possibility of tracking all entries made previously and amendments thereof.

[27 March 2003; 16 December 2004]

Article 48.
[16 December 2004]

Chapter VII
Accounting and Reports of Operations of an Insurer

Article 49. (1) An insurer shall conduct accounting in compliance with the Law on
Accounting and regulations of the Financial and Capital Market Commission.
(2) An insurance company or a branch of a non-Member State insurer shall prepare an
annual report in compliance with Paragraph one of this Article and regulations of the
Financial and Capital Market Commission.

(3) An insurance company that is the parent undertaking of a group of companies
shall prepare a consolidated annual report in compliance with the regulations of the
Financial and Capital Market Commission.

(4) An insurance company or a branch of a non-Member State insurer engaged in life
assurance and any class of civil liability insurance shall append an actuarial valuation
to an annual report, the volume and structure of which shall be determined by the
Financial and Capital Market Commission.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 50. (1) An insurance company or a branch of a non-Member State insurer



shall ensure the setting up and operation of an efficient internal control system as well
as constant supervision of the internal control system of the decision-making body of
the insurance company or the branch of the non-Member State insurer, which is
independent of the executive body, to ensure duly identification and management of
all risks linked to operations of the insurance company or the branch of the non-
Member State insurer, efficient protection for assets of the insurance company or the
branch of the non-Member State insurer, the provision of true information to the
management bodies of the insurance company or the branch of the non-Member State
insurer regarding the financial situation and operations of the insurance company or
the branch of the non-Member State insurer in due time, consistent compliance with,
and, if necessary, improvements to, laws, other regulatory enactments, and the policy
and procedures of the insurance company or the branch of the non-Member State
insurer.

(2) The Financial and Capital Market Commission shall formulate recommendations
for setting up an internal control system. An insurance company or a branch of a non-
Member State insurer shall apply these recommendations to the setting up of its
internal control system.

(3) An insurance company or a branch of a non-Member State insurer shall ensure
registration of all insurance contracts. The register shall be conducted electronically,
and it shall also include the text of said contracts and amendments thereof, and the
software used shall ensure the possibility of tracking all entries made previously and
amendments thereof.

(4) An insurance company or a branch of a non-Member State insurer shall ensure
registration of all investment contracts, reinsurance contracts and also of contracts
concluded with insurance brokerage firms (insurance brokers). The register shall be
conducted electronically, and it shall also include the text of said contracts and
amendments thereof, and the software used shall ensure the possibility of tracking all
entries made previously and amendments thereof.

[27 March 2003; 16 December 2004]

Article 51. The Financial and Capital Market Commission shall require an insurer to
submit reports on its financial activities related to insurance operations and determine
their format, contents and submission deadline.

[1 June 2000; 27 March 2003]

Article 51'. The Financial and Capital Market Commission shall, at the request of the
supervisory authority of the Member State insurer, provide information regarding
insurance provided by an insurance company in a relevant Member State under the
freedom of establishing a branch or the freedom to provide services.

[16 December 2004]

Article 52. [27 March 2003]
Article 53. [27 March 2003]

Article 54. (1) A sworn auditor or a company of sworn auditors shall inform an
insurance company or a branch of a non-Member State insurer of audit results in
writing. The report shall be prepared in compliance with the Law on Sworn Auditors.
A copy of the report shall be appended to the annual report, which shall be submitted
by the insurance company or the branch of the non-Member State insurer to the



Financial and Capital Market Commission in accordance with the requirements of
Article 56 of this Law.

(2) The sworn auditor or the company of sworn auditors shall prepare a report to the
management of the insurance company or the branch of the non-Member State
insurer. The report shall include specified deficiencies as well as deal with specific
insurance matters, which shall be determined by the Financial and Capital Market
Commission. A copy of the report shall be forwarded to the Financial and Capital
Market Commission in accordance with the requirements of Article 56 of this Law.
(3) If a report provided by a sworn auditor or a company of sworn auditors is
qualified, dividends may be paid out only upon coordination with the Financial and
Capital Market Commission.

(4) [27 March 2003]

(5) The Financial and Capital Market Commission is entitled to request a sworn
auditor or a company of sworn auditors to provide information regarding conducted
audits.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 55. (1) An insurance company or a branch of a non-Member State insurer has
an obligation to inform the Financial and Capital Market Commission of all
circumstances that may substantially affect further activities of the insurance company
or the branch of the non-Member State insurer.

(2) [1 January 2002/see Clause 12 of the Transitional Provisions]

[16 December 2004]

Article 56. (1) [27 March 2003]

(2) An insurance company that is the parent company of a group of companies shall
submit a consolidated annual report together with a report of a sworn auditor or a
company of sworn auditors to the Financial and Capital Market Commission not later
than 7 months after the end of the reporting year.

(3) An annual report shall, within a 15-day period after its approval by the general
meeting of shareholders (members), be submitted to the Financial and Capital Market
Commission, but not later than 15 May of the year following the reporting year.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 57. (1) An insurer has an obligation to ensure that a full annual report after its
approval, together with a report delivered by a sworn auditor or a company of sworn
auditors, is freely available and that any interested person can receive the full text of
the annual report and the report for a fee not exceeding their photocopying expenses.
(2) A branch of a foreign insurer shall submit to the Financial and Capital Market
Commission an annual report of the relevant foreign insurer and an auditords opinion
in full not later than seven months after the end of the reporting year. An annual
report and an auditords opinion in foreign languages shall be accompanied by their
translation in Latvian.

[27 March 2003; 16 December 2004]

Article 58. (1) When verifying an annual report of an insurance company or a branch
of a non-Member State insurer, the Financial and Capital Market Commission shall
assess:

1) the sufficiency of technical provisions;



2) the guarantee fund and the required solvency margin of the insurance company or
the branch of the non-Member State insurer;

3) the placement of investments of the insurance company or the branch of the non-
Member State insurer and their liquidity;

4) the placement of reinsurance and its volume.

(2) In order to ensure the compliance with the requirements of Article 39 of this Law
and relevant instructions, if the insurance company or the branch of the non-Member
State insurer has not followed the instructions issued by the Financial and Capital
Market Commission in accordance with Article 40 of this Law concerning the
formation and methods for calculation of technical provisions, the Financial and
Capital Market Commission, if appropriate, may give instructions to an insurance
company or a branch of a non-Member State insurer regarding the amount of
technical provisions, suspension of dividend payments, and loss coverage.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 59. (1) The Financial and Capital Market Commission, on the basis of
financial statements submitted and results of audits conducted, in order to protect the
interests of the insured, may request a plan for the financial situation improvement of
an insurance company or a branch of a non-Member State insurer.

(2) The management of the insurance company or the branch of the non-Member
State insurer shall be responsible for duly formulation and implementation of the plan
for the financial situation improvement.

(3) The plan for the financial situation improvement of the insurance company or the
branch of the non-Member State insurer shall be prepared for the subsequent three
years. It shall include:

1) operational expenses (administrative expenses and client acquisition costs);

2) income of the insurance company or the branch of the non-Member State insurer
from insurance and reinsurance operations conducted and related costs;

3) forecast profit and loss account and balance sheet;

4) sources of financial resources for meeting obligations arising out of insurance and
reinsurance and the forecast required solvency margin;

5) the reinsurance scheme;

6) measures to be taken and the due date for their implementation.

(4) The Financial and Capital Market Commission shall take security measures if an
insurance company or a branch of a non-Member State insurer refuses to submit a
plan for the financial situation improvement or the measures provided for by the
submitted plan do not ensure the elimination of deficiencies and improvement of the
financial situation of the insurance company or the branch of the non-Member State
insurer, or the submitted plan is not being implemented.

(5) The Financial and Capital Market Commission is entitled to apply the following
security measures:

1) to restrict the right of an insurance company or a branch of a non-Member State to
freely administer its assets and undertake new liabilities;

2) to determine the prior compulsory co-ordination with the Financial and Capital
Market Commission of all payments or part thereof to be made by an insurance
company or a branch of a non-Member State.

(6) The Financial and Capital Market Commission shall inform the supervisory
authority of an insurer of the Member State in whose territory the insurance company
has opened a branch or in whose territory the insurance company provides insurance
under the freedom to provide services regarding restrictions or prohibitions applied to



the insurance company and it is entitled to request the supervisory authority of the
Member State insurer to prescribe adequate restrictions or prohibitions for the
insurance company.

(7) The Financial and Capital Market Commission is entitled to, at the request of the
supervisory authority of the Member State [which is the home (registration) country
of the Member State insurer] insurer, impose on a Member State insurer restrictions or
prohibitions adequate to those imposed by the supervisory authority of the Member
State insurer on the Member State insurer.

[27 March 2003; 16 December 2004]

Chapter VIII
Reinsurance, Co-insurance and Transfer of Insurance Contracts

Article 60. (1) Reinsurance shall not affect the liability of an insurance company or a
branch of a non-Member State insurer against the insured and the policyholder.

(2) An insurance company or a branch of a non-Member State insurer shall in
compliance with conducted and planned insurance operations formulate and approve a
reinsurance programme and be responsible for the implementation of this programme.
The insurance company or the branch of the non-Member State insurer shall, at least
once a Yyear, assess the compliance of the reinsurance placement with the reinsurance
programme.

(3) The insurance company or the branch of the non-Member State insurer shall
choose a reinsurer in accordance with the reinsurance programme by taking into
account restrictions prescribed by this Law. The insurance company or the branch of
the non-Member State insurer, prior to the transfer of risk for reinsurance and during
the whole period of validity of reinsurance contracts, has an obligation to continually
compile and analyse information concerning the reinsurer, its financial situation
(solvency) and reputation.

(4) The insurance company or the branch of the non-Member State insurer is entitled
to transfer risks for reinsurance only to:

1) an insurer having valid licences to provide insurance;

2) a Member State insurer having valid licences to provide insurance in the home
(registration) country;

3) a reinsurer or a non-Member State insurer whose rating assigned by international
rating agencies belongs to the investment grade category;

4) a Member State reinsurer having valid licences to provide insurance in the home
(registration) country.

(5) On the basis of the reports submitted by the insurance company or the branch of
the non-Member State insurer to the Financial and Capital Market Commission and
the results of examinations conducted by the Financial and Capital Market
Commission in the insurance company or the branch of the non-Member State insurer
with the view of protecting the interests of the insured, the Financial and Capital
Market Commission is entitled to request the insurance company or the branch of the
non-Member State insurer to change the placement of reinsurance or to ensure the
meeting of reinsurance obligations by the reinsurerés pledge of monies transferred to
the possession of the insurance company or the branch of the non-Member State in the
amount of the technical provisions for reinsurance.

[27 March 2003; 16 December 2004]



Article 60'. If risks are transferred for reinsurance by using services of an insurance
brokerage firm (an insurance broker), the insurance company or the branch of the
non-Member State insurer is obliged to, prior to concluding a contract and during the
whole period of validity of the contract, continually assess the financial situation and
reputation of the insurance brokerage firm (insurance broker). The insurance company
or the branch of the non-Member State insurer must have at its disposal documents
showing the placement of reinsurance and the amount of commission paid to the
insurance brokerage firm (insurance broker).

[27 March 2003; 16 December 2004]

Article 61. (1) An insurance company or a branch of a non-Member State insurer
providing life assurance may only reinsure life, accident and health insurance. Other
classes of insurance may only be reinsured by an insurance company or a branch of a
non-Member State insurer providing other classes of insurance (except for life
assurance).

(2) Thirty days prior to commencing the reinsurance accepted, an insurance company
or a branch of a non-Member State insurer shall inform the Financial and Capital
Market Commission of commencing reinsurance accepted.

[16 December 2004]

Article 62. (1) A foreign reinsurer (insurer) may provide reinsurance without
establishing an insurance joint stock company in the Republic of Latvia.
(2) A foreign reinsurer shall register its representative office or permanent
representative office in compliance with the Law on Foreign Investments in the
Republic of Latvia and, prior to launching business in the Republic of Latvia, shall
notify the Financial and Capital Market Commission thereof in writing.

[1 June 2000]

Article 63. (1) Without reinsurance, an insurance company or a branch of a non-
Member State insurer may not conclude an insurance contract with a single
policyholder if the liabilities assumed by the insurance company or the branch of the
non-Member State insurer under this contract exceed 20% of the available solvency
margin. The said condition in insurance contracts of a group of persons shall apply to
one insured person.

(2) If under insurance contracts several claims arising from one and the same insured
risk have to be paid simultaneously, total liabilities assumed by the insurance
company or the branch of the non-Member State insurer in accordance with such
contracts, without reinsurance, may not exceed 20% of the available solvency margin.
[15 April 1999; 1 June 2000; 16 December 2004]

Article 64. (1) An insurance contract may be signed by several insurers. In that event
the insurerso rights and obligations shall be distributed in conformity with the contract
(co-insurance). An insurance company or a branch of a non-Member State insurer
may not sign a co-insurance contract with one or several non-Member State insurers if
the insured objects related to the risk insured are situated in a Member State.

(2) If there is no special agreement, co-insurance shall not cause full (joint) liability
for the insurer. If a co-insurance contract is signed by an insurance company or a
branch of a non-Member State insurer and one or several non-Member State insurers,
the insurance company or the branch of the non-Member State insurer may not
assume full (joint) liability.



(3) The restrictions on the conclusion of co-insurance contracts shall be the same as

those applicable to the conclusion of insurance contracts.

(4) Insurers shall set up technical provisions in conformity with the amount of their

own liabilities. The amount of provisions for deferred insurance indemnities shall be
determined by the leading insurer.

[27 March 2003; 16 December 2004]

Article 65. (1) An insurance company or a branch of a non-Member State insurer may
transfer all concluded insurance contracts or part thereof to another insurance
undertaking or branch of a non-Member State insurer entitled to provide insurance in
a Member State. An insurance company may not transfer insurance contracts to a non-
Member State insurer or a branch of a non-Member State insurer registered in the
non-Member State.

(2) Authorisation to transfer all concluded insurance contracts or part thereof shall be
issued, and procedures for the transfer of insurance contracts shall be prescribed, by
the Financial and Capital Market Commission. The Financial and Capital Market
Commission shall take a decision to issue such authorisation or to refuse to issue such
authorisation within a 30-day period from receipt of all required documents.

(3) An insurance company or a branch of a non-Member State insurer in the Republic
of Latvia that takes over insurance contracts shall submit to the Financial and Capital
Market Commission information certifying the compliance with the requirements
prescribed by this Law after the takeover of the insurance contracts.

(4) If all concluded insurance contracts or part thereof has been transferred to an
insurance company or a branch of a non-Member State insurer in the Republic of
Latvia, the Financial and Capital Market Commission is entitled to take a decision to
issue authorisation if it has made sure that after the takeover of the insurance contracts
the requirements prescribed by this Law will be met.

(5) If all concluded insurance contracts or part thereof has been transferred to a
Member State insurer, the Financial and Capital Market Commission is entitled to
take a decision to issue authorisation after receipt of certification from the supervisory
authority of the relevant Member State insurer indicating that after the takeover of the
insurance contracts the Member State insurer will be able to meet the solvency
requirements.

(6) If all concluded insurance contracts or part thereof has been transferred to a branch
of a non-Member State insurer which has the right to provide insurance in another
Member State, the Financial and Capital Market Commission is entitled to take a
decision to issue authorisation after receipt of certification from the supervisory
authority of the relevant Member State insurer indicating that the Member Stateds
laws allow taking over of insurance contracts and that after the takeover of the
insurance contracts the solvency requirements will be met and the supervisory
authority of the relevant Member State insurer agrees to such transaction.

(7) If an insurance company transfers concluded insurance contracts or part thereof to
a branch opened in another Member State, the Financial and Capital Market
Commission, prior to taking a decision to issue authorisation, shall consult with the
supervisory authority of the Member State insurer of the branch. The Financial and
Capital Market Commission is entitled to take a decision to issue authorisation to
transfer the insurance contracts upon obtaining the consent of the supervisory
authority of the Member State insurer. The absence of any response from the
supervisory authority of the Member State insurer during a three-month period of the



date of sending the relevant request shall be regarded as its consent to the transfer of
the insurance contracts.

(8) If the insured objects related to the risk insured are situated in other Member
States, the Financial and Capital Market Commission shall, upon receipt of a
submission regarding the transfer of insurance contracts, without delay, inform the
supervisory authorities of insurers of these Member States. The Financial and Capital
Market Commission is entitled to take a decision to issue authorisation to transfer the
insurance contracts upon obtaining the consent of the supervisory authorities of
insurers of these Member State. The absence of any response from the supervisory
authorities of the Member State insurers during a three-month period of the date of
sending the relevant request shall be regarded as their consent to the transfer of the
insurance contracts.

[16 December 2004]

Article 66. (1) Insurance contracts to another insurance undertaking shall be
transferred together with adequate technical provision investments.

(2) If insurance contracts are transferred without adequate technical provision
investments, the insurance company or the branch of the non-Member State insurer
taking over such contracts shall submit to the Financial and Capital Market
Commission a plan for the renewal of cover for technical provisions.

[1 June 2000; 26 November 2003; 16 December 2004]

Article 67. In order to avoid the insolvency of an insurance company or a branch of a
non-Member State insurer and protect the interests of policyholders, the Financial and
Capital Market Commission may require the insurance company or the branch of the
non-Member State insurer to transfer all concluded insurance contracts or part thereof
to another insurance undertaking which has agreed to accept such contracts.

[16 December 2004]

Article 68. (1) If the insured objects related to the risk insured are situated in the
Republic of Latvia, then, for the purpose of informing policyholders, the insured and
other persons having rights and obligations under concluded and transferred insurance
contracts, an insurance undertaking and a branch of a non-Member State insurer
which has the right to provide insurance in another Member State, upon obtaining
authorisation to transfer insurance contracts, shall publish advertising in the
newspaper Latvijas Véstnesis, including the insurance contracts under transfer, the
person accepting the insurance contracts (also its legal address) and the date of
transferring the insurance contracts.

(2) If the insured objects related to the risk insured are situated in a Member State,
publication procedures shall be determined by law of the relevant Member State.
[16 December 2004]

Article 68". (1) Transfer of insurance contracts shall be binding on policyholders, the
insured and other persons having rights and obligations under the concluded and
transferred insurance contracts as from the date the said transaction takes effect. Upon
the takeover of insurance contracts, all rights and obligations of the parties which
arise out of the insurance contracts shall remain effective.

[16 December 2004]



Chapter IX
Characteristics of Liquidation and Insolvency Procedures of an Insurer

Article 69. (1) In order to protect the interests of the insured, the Financial and
Capital Market Commission is entitled to:

1) to submit an application to court requesting to recognise that an insurance company
or a branch of a non-Member State insurer is in liquidation if its licences for all
classes of insurance have been cancelled;

2) to submit an application to court requesting to declare an insurance company
insolvent;

3) in the event of liquidation of an insurance company or a branch of a non-Member
State insurer, to cancel licences for all classes of insurance;

4) request information from competent authorities of Member States regarding the
course of liquidation of an insurance undertaking registered therein.

(2) In the event of liquidation of an insurance company or a branch of a non-Member
State insurer, the liquidation shall be carried out by a liquidator (an administrator)
appointed by the taker of the decision on the liquidation.

(3) Competent authorities, prior to taking a decision or performing activities relating
to reorganisation measures or liquidation where the reorganisation measures or
liquidation involves an insurance company or a non-Member State insurer (also its
branch), shall inform the Financial and Capital Market Commission of the relevant
decisions or activities.

(4) After cancelling licences issued to the insurance company or the branch of the
non-Member State insurer as referred to in Paragraph one of this Article, the
liquidator has the right to proceed with activities pursuant to the powers granted by
this Law and other laws governing the field of insurance.

(5) Reorganisation measures of an insurance undertaking or a non-Member State
insurer (also its branches) shall not restrict or shall not be a precondition for their
further liquidation pursuant to court adjudication or when going into a bankruptcy
proceeding.

[16 December 2004]

Article 69'. (1) Those creditors whose residence or headquarters are located outside
the Republic of Latvia shall have the same right to submit creditorés claims and other
objections as those creditors registered or permanently residing in the Republic of
Latvia.

(2) Those creditors whose residence or headquarters are located outside the Republic
of Latvia shall have the same right with respect to liquidation as those creditors
registered or permanently residing in the Republic of Latvia.

[17 June 2004]

Article 70. (1) The liquidator (administrator) shall prepare procedures for the cover of
debts, which shall be coordinated with the Financial and Capital Market Commission.
(2) The liquidator (administrator) shall, at least once a month, submit a report on the
liquidation process to the Financial and Capital Market Commission.

(3) The Financial and Capital Market Commission has the right to require information
necessary from the liquidator (administrator).

The liquidator shall have an obligation to, in weighing the interests of policyholders,
assess the necessity of transfer, termination or continuation of the rights and
obligations (liabilities) arising out of concluded insurance contracts and to carry out



all legal actions to transfer these obligations (liabilities), terminate them or continue
their execution.

(5) The liquidator shall regularly, at least once a year, inform all known creditors of
the liquidation process.

[1 June 2000; 17 June 2004]

Article 70'. (1) During reorganisation measures or liquidation, legal relationships are
governed solely by those Member Stateds legislative enactments that pertain to
concluded insurance contracts.

(2) During reorganisation measures or liquidation, rights with respect to:

1) immovable property shall be governed by legislative enactments of those Member
States where the immovable property is situated;

2) ships or aircraft shall be governed by legislative enactments of that Member State
that is in charge of the public register in which this ship or aircraft has been recorded
(registered);

3) financial instruments to be registered in public registers, accounts of credit
institutions or the central depository and rights attaching to such instruments shall be
governed by those Member State legislative enactments according to which the
insurance undertakingds ownership right of the relevant financial instruments have
been certified,;

4) documents of a branch involved in reorganisation measures or liquidation or
dealing with documents shall be governed by legislative enactments of those Member
States where the relevant branch is situated.

[17 June 2004]

Article 70%. (1) Effecting of reorganisation measures or liquidation with respect to an
insurance company or a non-Member State insurer (also its branch) acquiring assets,
prior to initiating relevant reorganisation measures or liquidation, shall not affect the
rights of the transaction participant (asset seller) if at the moment of commencing
such reorganisation measures or liquidation the relevant assets are situated in the
territory of such a Member State as is not the Member State where the above
reorganisation measures or liquidation is effected.

(2) Effecting of reorganisation measures or liquidation with respect to an insurance
company or a non-Member State insurer (also its branch) selling assets, prior to
initiating relevant reorganisation measures or liquidation, upon the transfer of the
relevant assets to the buyer, shall not constitute a basis for terminating or cancelling
the transaction and shall no affect the rights of the transaction participant (asset buyer)
if, at the moment of commencing such reorganisation measures or liquidation, the
relevant assets are situated in the territory of such a Member State as is not the
Member State where the above reorganisation measures or liquidation is effected.

(3) Interested persons shall have the right to contest the transactions referred to in
Article.

[17 June 2004]

Article 70°. (1) Effecting of reorganisation measures or liquidation with respect to an
insurance company or a non-Member State insurer (its branch) shall no affect the
creditorso right to request netting of their claims and liabilities as well as of insurance
companies or non-Member State insurers, offsetting of claims and liabilities or
performance of activities having similar legal consequences if such activities are
permitted by law applicable to relevant claims.



(2) Transactions based on contracts for netting claims and liabilities shall be governed
solely by those laws that pertain to the contract for netting claims and liabilities under
which such transactions have been conducted.

(3) Interested persons shall have the right to contest the performance of the activities
referred to in Paragraph one of this Article.

[17 June 2004]

Article 71. [27 March 2003]
Article 72. [27 March 2003]

Article 73. (1) If an insurance company or a branch of a non-Member State insurer
has decided to terminate its operations, it shall, prior to going into a liquidation
process, obtain authorisation from the Financial and Capital Market Commission.
(2) After the authorisation to liquidate the insurance company or the branch of the
non-Member State insurer has been obtained, the name of the insurance company or
the branch of the non-Member State insurer shall include the words "in liquidation™.
(3) During the liquidation process, the Financial and Capital Market Commission
shall continue the supervision of the insurance company or the branch of the non-
Member State insurer.

[1 June 2000; 16 December 2004]

Article 74. (1) When going into a liquidation process, an insurance company or a
branch of a non-Member State insurer shall prepare an opening balance sheet. It shall
be prepared before the start date of liquidation in accordance with the same
procedures as prescribed for annual balance sheets, and it shall be accompanied by a
report prepared by the executive board and the supervisory board on the status of the
property and liabilities of the insurance company or the branch of the non-Member
State insurer and by forecast liquidation results.

(2) If a calendar year ends during the process of liquidation, an interim annual report
shall be drawn up containing the same elements as specified for an annual report. This
annual report shall be accompanied by a report including the results of the liquidation
process so far and the envisaged process and results of the further liquidation. A
sworn auditor or a company of sworn auditors shall audit the interim balance sheet for
the liquidation year.

(3) Upon finishing the process of liquidation, a closing balance sheet shall be
prepared.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 75. (1) After the expenses of an insolvency process or liquidation have been
covered, remaining funds shall be distributed for settling the claims of the insured and
other creditors according to the following groups:

1) claims of natural persons for insurance indemnities not exceeding 2 000 lats. If a
policyholder (natural person) has received an insurance indemnity from the Fund for
the Protection of the Insured, he or she shall lose the right to claim with respect to the
amount received and claims of the Fund for the Protection of the Insured against the
insurer shall be treated as claims belonging to group 7;

2) claims of employees of the insurer with respect to employment remuneration for
the last three months of employment legal relationships within a period of 12 months
before a court judgment regarding the debtords insolvency is announced; with respect



to remuneration of paid annual leave, the right to which has been acquired within a
period of 12 months before a court judgment regarding the debtords insolvency is
announced; with respect to remuneration of any other type of paid absence in the last
three months of employment legal relationships within a period of 12 months before a
court judgment regarding the debtords insolvency is announced; with respect to a
dismissal allowance meeting the minimum amount prescribed by law; with respect to
indemnity due to an accident at work or a professional disease T for the whole period
that has not been paid for and payments of this indemnity for three years in advance,
if the accident at work has happened or the professional disease has been acquired
before 1 January 1997, as well as in cases where, for the former employee who shall
not be regarded as an insured person pursuant to the Law on Compulsory Social
Insurance in Respect of Accidents at Work and Occupational Diseases, a professional
disease, the cause of which is the work done by this employee under hazardous
employment conditions until 1 January 1997, has been established after 1 January
1997; the State social insurance compulsory payments and payments of resident
income tax related to the payments referred to in this Clause, and the State social
insurance compulsory contributions that ensure the receipt of unemployment benefits,
or claims made by the State Agency Insolvency Administration if it has met the above
claims from the resources of the employees claim guarantee fund in accordance with
the Law on the Protection of Employees in Case of Insolvency of Their Employer;

3) claims for tax and duty debts to the State budget and local government budgets;

4) claims of natural persons for insurance indemnities exceeding 2 000 lats;

5) claims of other persons for insurance indemnities;

6) claims of policyholders for insurance contracts;

7) claims of other creditors (principals without interest) as well as claims of those
creditors who have acquired the status of creditor after the initiation of the insolvency
case;

8) claims of creditors for interest payments;

9) claims of those creditors who have submitted their claims after the specified term;
10) claims regarding repayment of the subordinated capital.

(2) Claims of shareholders (members) in proportion to their investments in the share
capital of the insurance company shall be satisfied after the claims referred to in
Paragraph one of this Article have been satisfied.

[16 May 2002; 20 November 2003; 16 June 2004; 16 December 2004]

Article 75". Resources of the Fund for the Protection of the Insured which, on the
basis of an administratords application in writing, have been used to cover expenses
related to organising insurance indemnity payments shall be included in the costs of
administration of the insolvency procedure.

[27 March 2003]

Article 76. (1) If the amount recovered during the liquidation procedures of an insurer
does not suffice to satisfy all claims, it shall be divided among the creditors in
accordance with the sequence specified by Article 75 of this Law.

(2) Claims of each next category shall be satisfied after the claims of the previous
category have been satisfied in full.

(3) If the funds of a debtor do not suffice to satisfy all claims of one category of
creditors in full, such claims shall be satisfied in proportion to the amount due to each
creditor of this category.



Chapter X
Insurance Intermediaries
(Deletion of Chapter X shall become effective simultaneously with the coming into
effect of the law stipulating provisions for operations of insurance and reinsurance
intermediaries/see Clause 24 of the Transitional Provisions);

Article 77. (1) Insurers, Member State insurers, reinsurers and policyholders may use
services of insurance intermediaries.

(2) Insurance intermediaries are insurance agents, insurance agencies and insurance
brokerage firms. Insurance intermediaries are not insurers and Member State insurers.
(3) For the provision of insurance services, an insurer and a Member State insurer
may not use services of such persons as have not received authorisation as required by
the procedures prescribed by this Law.

(4) The Commercial Law shall be binding on insurance intermediaries that are
insurance undertakings unless otherwise provided by this Law.

(5) Commercial agent relations shall not develop between an insurance brokerage
firm, a policyholder and an insurer or a Member State insurer.

[27 March 2003; 16 December 2004]

Article 78. (1) Insurance agents are natural persons representing interests of an
insurer, and their activities shall be determined by a contract concluded with the
insurer, pursuant to which they are authorized to act on behalf of the insurer.
Professional activities of agents shall be related to the conclusion of insurance
contracts and explanation of the rights and duties specified by the contract to the
policyholders.

(2) An insurance agent is entitled to represent only one insurer or group of insurers or
one Member State insurer entitled to provide insurance pursuant to the procedures
specified in Article 11* of this Law or the group of Member State insurers set out in
this Paragraph.

(3) Insurance agencies are legal persons representing the interests of an insurer, and
their activities shall be determined in a contract concluded with the insurer. The
agency is entitled to represent only one insurer or group of insurers.

(4) An insurer shall be liable for insurance contracts concluded by its insurance agents
and insurance agencies.

(5) An insurance agency shall carry out insurance intermediary operations and other
business activities related directly to insurance intermediary operations.

[27 March 2003; 16 December 2004]

Article 79. (1) Any natural person in the capacity to act may become an insurance
agent if he or she:

1) has reached the age of 18;

2) has acquired at least secondary education;

3) has not been convicted of committing an intentional criminal offence, or has been
rehabilitated, or for whom the conviction has been set aside or extinguished, or who
has not been held criminally liable;

4) has acquired appropriate knowledge for the performance of his or her duties.

(2) An insurer, a Member State insurer and an insurance agency shall maintain a
register for insurance agents. The information contained by the register (the name,
surname, identity number of the insurance agent and the name of the insurer, the
Member State insurer or the insurance agency represented by the agent) shall be



freely available. If an insurer, a Member State insurer or an insurance agency has a
home page set up on the Internet, it shall include the above information.

(3) The Financial and Capital Market Commission shall control the compliance with
these requirements.

[27 March 2003; 16 December 2004]

Article 80. (1) An insurance brokerage firm is a company that is entered into the
Commercial Register in accordance with the procedures prescribed by law and
provides insurance intermediary services to policyholders, insurers, Member State
insurers entitled to provide insurance pursuant to the procedures specified in Article
11* of this Law, reinsurers or other insurance brokerage firms in accordance with
concluded contracts and in compliance with the requirements of this Law.

(17) An insurance brokerage firm shall only carry out insurance intermediary
operations and other business activities directly related to insurance intermediary
operations.

(1% The office of manager of an insurance brokerage firm may be held by a person
who:

1) is competent enough in financial management matters;

2) has higher education and appropriate professional experience of at least three years
in the financial and capital market;

3) has an impeccable business reputation;

4) is not or has not been deprived of the right to engage in business.

5) has not been convicted of committing an intentional criminal offence, or has been
rehabilitated, or for whom the conviction has been set aside or extinguished, or who
has not been held criminally liable.

(1%) An insurance brokerage firm is obliged to, either itself or upon a proposal from
the Financial and Capital Market Commission, without delay remove from office the
manager of a brokerage firm, if it has been established that he or she does not qualify
for the office held, his or her actions have prejudiced the financial stability of the
insurance brokerage firm or have caused a situation that may endanger the financial
stability of the insurance brokerage firm or the interests of policyholders as well as if
the manager does not comply with the requirements of this Law.

(2) Brokers employed by an insurance brokerage firm may provide insurance
intermediary services only on behalf of the insurance brokerage firm.

(3) An insurance broker is an independent insurance intermediary and his or her
professional activities shall include the representation of interests of the persons
planning to conclude insurance or reinsurance contracts. An insurance broker is
entitled to perform preparatory work for the conclusion of insurance and reinsurance
contracts as well as to service insurance and reinsurance contracts in the conclusion of
which he or she has participated.

(4) An insurance broker is not entitled to conclude insurance contracts without
authorization.

(5) An insurance brokerage firm is obliged to offer services of several insurers in each
class of insurance for which it provides insurance intermediary services. An insurance
broker shall provide information regarding the relationship of the insurance brokerage
firm he or she represents with the insurer.

(6) An insurance brokerage firm shall, without delay, at the request of persons
intending to conclude an insurance contract or a reinsurance contract, inform of the
amount of its commission.



(7) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the removal from office of the person referred
to in Paragraph 1° of this Article shall not suspend the execution of the act.

[27 March 2003; 26 November 2003; 16 December 2004]

Article 80". (1) An insurance brokerage company, when providing insurance
intermediary services, is obliged to act as a careful and prudent manager and to ensure
that the services are provided with due professionalism and prudence in the interests
of the client.

(2) In contracts concluded with clients for the provision of intermediary services, an
insurance brokerage company may not include provisions that are contrary to
Paragraph one of this Article or that would contain any hidden consequences directed
against the client.

[27 March 2003]

Article 81. An insurer and a Member State insurer are entitled to pay commission
only to an insurance brokerage firm registered in accordance with the procedures
prescribed by law and having obtained a licence issued by the Financial and Capital
Market Commission. This restriction shall not apply to reinsurance and cases where
the insurer provides insurance abroad by using services of an insurance brokerage
firm.

[27 March 2003; 16 December 2004]

Article 82. (1) Insurance intermediary services at an insurance brokerage firm may be
provided by natural persons who have obtained a certificate issued by the Financial
and Capital Market Commission in accordance with the procedures prescribed by the
Financial and Capital Market Commission.

(2) Prior to launching operations, an insurance brokerage firm shall obtain a licence
issued by the Financial and Capital Market Commission in accordance with the
procedures prescribed by the Financial and Capital Market Commission.

(3) The Financial and Capital Market Commission is entitled to cancel a licence
issued for operations of an insurance brokerage firm in cases where the insurance
brokerage firm:

1) has not commenced the provision of insurance intermediary services within a one-
year period as from the date of obtaining the licence;

2) has interrupted the provision of insurance intermediary services for a period
exceeding one year;

3) violates this Law, regulations issued by the Financial and Capital Market
Commission in accordance with this Law and other regulatory enactments governing
business activities.

If an insurance brokerage firm renounces a licence, the licence shall be cancelled.

(4) Filing of an appeal against an administrative act issued by the Financial and
Capital Market Commission regarding the cancellation of a licence for operations of
an insurance brokerage firm shall not suspend the execution of the act.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 83. The foundation capital of an insurance brokerage firm shall be at least 30
000 lats.

Article 84. (1) An insurance brokerage firm shall insure its civil liability for cases



where it may cause losses to policyholders, insurers, Member State insurers or other
interested persons as a result of its actions related to the performance of the duties
prescribed by this Law.

(2) Procedures for civil liability insurance of insurance brokerage firms shall be
determined by the Financial and Capital Market Commission.

[1 June 2000; 26 November 2003; 18 December 2004]

Article 85. (1) The accounting of an insurance brokerage firm shall be conducted in
accordance with the Law on Accounting and other regulatory enactments.

(2) An insurance brokerage firm shall ensure keeping of funds obtained as a result of
insurance intermediary operations separate from monies of the insurance brokerage
firm in a separate account opened with a credit institution, informing the credit
institution in writing that the monies held in the account are monies obtained as a
result of insurance intermediary operations, as well as ensure separate accounting of
these monies through a separate balance sheet account broken down by insurers,
Member State insurers and policyholders.

(3) In case of insolvency of an insurance brokerage firm, monies held in the account
referred to in Paragraph two of this Article shall not be included in that property of the
insurance brokerage firm, of which expenses relating to insolvency procedures or
liquidation are covered and creditorsd claims are satisfied, and after the initiation of
the insolvency procedure they shall without delay be paid out to insurers, Member
State insurers, reinsurers and other creditors in accordance with the insurance and
reinsurance contracts.

(4) The monies held in the account referred to in Paragraph two of this Article may be
invested in specific short-term assets that may be converted into money within a 30-
day period by entering the monies to the said account without delay. The permitted
short-term assets shall be time deposits with credit institutions, deposits issued by
credit institutions, certificates, government securities and other securities traded on a
stock exchange.

[15 April 1999; 1 June 2000; 27 March 2003; 16 December 2004]

Article 86. An insurance brokerage firm shall draw up an annual report in compliance
with the Law on Annual Reports of Enterprises and other regulatory enactments.

Article 87. The Financial and Capital Market Commission shall request an insurance
brokerage firm to prepare quarterly reports on its financial activities related to the
provision of insurance intermediary services, determining the format, contents and
submission deadline for such reports.

[1 June 2000; 27 March 2003]

Article 88. An insurance brokerage firm shall submit an annual report to the Financial
and Capital Market Commission not later than 30 April of the year following the
reporting year. Together with the annual report, the insurance brokerage firm shall
submit a report on financial activities related to the provision of insurance
intermediary services. The format and contents of the report shall be determined by
the Financial and Capital Market Commission.

[15 April 1999; 1 June 2000]

Article 89. Insurance intermediaries have the right to provide insurance intermediary
services to insurers and Member State insurers only. This restriction shall not apply to



reinsurance and cases where the risk insured is situated abroad and the policyholder is
a non-resident.
[27 March 2003; 16 December 2004]

Article 89'. (1) An insurance intermediary shall conclude insurance contracts on the
basis of authorisation.

(2) If an insurance intermediary concludes an insurance contract without authorisation
or exceeding authorisation, the insurance intermediary shall be liable for all losses and
expenses incurred as a result of this action.

(3) A person giving authorisation to an insurance intermediary to conclude an
insurance contract may at any time revoke it, without observing the term for notice of
cancellation of a commercial agency contract prescribed by the Commercial Law.

(4) An insurer or a Member State insurer shall pay commission to an insurance
agency or an agent in the amount and within the term agreed in a contract concluded
by the insurer and the said insurance intermediary and only such insurance contracts
as concluded within the term of validity of the mutually concluded contract; in
addition, the relevant insurance contract shall be concluded as a result of activities of
the insurance intermediary and the preparation or conclusion of such insurance
contract shall be provided for in the mutually concluded contract.

(5) An insurance agency or an agent may request an insurer to pay equalisation only
where it is stipulated under the insurance intermediarybs contract.

(6) An insurance agency or an agent has no right to retain documents of an insurer
transferred to its disposal after the termination of the contract with the insurer.

(7) An insurance agency or an agent may request compensation for the expenses
relating to its activities only where it is stipulated by the contract concluded with the
insurer.

[27 March 2003; 16 December 2004]

Article 90. (1) The conditions referred to in this Chapter shall not apply to:

1) legal persons with which an insurer has concluded a contract for the distribution of
insurance policies by using own structure and for which the distribution of insurance
policies is not their basic activity;

2) the distribution of insurance policies by using services of the press, post office and
similar services;

3) employees of an insurer, other than insurance agents.

(2) The persons referred to in Paragraph one of this Article shall not be regarded as
insurance intermediaries and the services provided by them shall not be regarded as
insurance intermediary services.

[1 June 2000; 27 March 2003]

Chapter XI
Protection of Interests of the Insured

Article 91. (1) In order to protect the interests of the insured in the event of
bankruptcy of an insurer or a Member State insurer, a Fund for the Protection of the
Insured shall be set up.

(2) The Financial and Capital Market Commission shall ensure the accumulation,
management of resources of the Fund for the Protection of the Insured and the
payment of insurance indemnities, as well as shall perform the following functions:



1) organise the inclusion of insurersd payments in the Fund for the Protection of
the Insured,
2) calculate and collect amounts overdue and penalties;
3) organise insurance indemnity payments;
4) exercise the right of creditors to claim against the insurer in the amount of
insurance indemnities paid.
(3) The supervision of the accumulation of resources by the Fund for the Protection of
the Insured and the payment of insurance indemnities shall be carried out by the
Consultative Financial and Capital Market Council of the Financial and Capital
Market Commission.
[1 June 2000; 16 December 2004]

Article 92. Insurance indemnities from the Fund for the Protection of the Insured
shall be paid in the amount specified by this Law and in accordance with the
procedures determined by the Financial and Capital Market Commission after court
has confirmed the decision taken by the meeting of creditors to initiate bankruptcy
proceedings.

[1 June 2000]

Article 93. (1) Resources of the Fund for the Protection of the Insured shall be used
for the managerds remuneration (if in accordance with Paragraph two of this Article
the management of the Fund for the Protection of the Insured has been transferred to
another manager) for the cover of expenses relating to organising insurance indemnity
payments, as well as for insurance indemnity payments if the policyholder is a natural
person, in the amounts as follows:

1) in the amount of 100% of the insurance indemnity, but not more than 2 000 lats to
one policyholder, for life assurance;

2) in the amount of 50% of the insurance indemnity, but not more than 2 000 lats to
one policyholder, for the classes of insurance referred to in Article 12, Clauses 1-3, 8-
10, 13 and 18 of this Law.

(2) In accordance with a decision of the Board of the Financial and Capital Market
Commission the management of the Fund for the Protection of the Insured may, upon
entering into a relevant contract, be transferred to another manager.

(3) Income (interest) obtained as a result of the management of the Fund for the
Protection of the Insured shall be credited to this Fund.

(4) The use of resources of the Fund for the Protection of the Insured for purposes
other than those provided for by this Law is prohibited. The use of other resources of
the Financial and Capital Market Commission that are not resources of the Fund for
the Protection of the Insured for insurance indemnity payments is prohibited.

(5) Payments to the Fund for the Protection of the Insured and payments from this
Fund shall be made in lats only.

(6) Payments from the Fund for the Protection of the Insured in foreign currencies
shall be converted into lats according to the relevant currency exchange rate set by the
Bank of Latvia on the date when pursuant to the procedures prescribed by law a
decision to initiate bankruptcy proceedings is taken.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 94. Insurance indemnities shall not be paid from the Fund for the Protection
of the Insured:
1) if the insurer is a mutual insurance cooperative society;



2) for compulsory insurance.

Article 95. (1) The Fund for the Protection of the Insured shall be formed of
deductions incurred by the Fundis members in the amount of one per cent of a total of
the gross insurance premiums received from natural persons for the classes of
insurance set out in Article 12, Paragraph one, Clauses 1, 2, 3, 8, 9, 10, 13, 18 and 19
of this Law.

(2) The provisions of Paragraph one of this Article shall be binding on branches of
insurers in foreign states if the regulatory enactments of these states do not provide for
their compulsory participation in the scheme for the protection of the insured of the
relevant state.

(3) The provisions of Paragraph one of this Article shall be binding on branches of
insurers in foreign states if the regulatory enactments of these states provide for their
compulsory participation in the scheme for the protection of the insured of the
relevant state and determine the payment of the guaranteed insurance indemnity as the
difference between amounts of the guaranteed insurance indemnity applicable to the
relevant state and the Republic of Latvia.

(4) The provisions of Paragraph one of this Article shall not be binding on branches of
foreign insurers if the regulatory enactments of these States provide for the protection
of the insured in their branches in foreign states (also the Republic of Latvia) and
cover all the cases provided for by this Law; in addition, the guaranteed insurance
indemnity shall not be less than the one prescribed by this Law.

(41 The provisions of Paragraph one of this Article shall not be binding on a Member
State insurer if the regulatory enactments of the home (registration) country of the
Member State insurer provide for the protection of the insured in foreign states (also
the Republic of Latvia) where it provides insurance under the freedom to provide
services and cover all the cases provided for by this Law; in addition, the guaranteed
insurance indemnity shall not be less than the one prescribed by this Law.

(5) Payments to the Fund for the Protection of the Insured shall be included in the
expenses of Fund members, and they shall be made once a quarter by 30" date of the
first month of the next quarter into an account held by the Financial and Capital
Market Commission with the Bank of Latvia. Fund members shall, by 30" date of the
first month of each quarter, submit to the Financial and Capital Market Commission a
report of the gross insurance premiums received from natural persons in the previous
quarter and payments to the Fund for the Protection of the Insured. The report form
shall be determined by the Financial and Capital Market Commission.

(6) Payments of Fund members to the Fund for the Protection of the Insured shall not
be regarded as liabilities of the Financial and Capital Market Commission to the Fund
member and shall not be repayable if activities of the Fund member are terminated.
[27 March 2003; 16 December 2004]

Article 96. (1) The section of the Fund formed of contributions by life assurers and
life Member State assurers and the section of the fund formed of contributions by
other insurers and Member State insurers shall be accumulated and used separately.
(2) Separate funds may be set up for classes of compulsory insurance if required by
law or other regulatory enactments.

[16 December 2004]

Article 97. (1) A Fund member has the obligation to calculate and pay a penalty for



payments not paid to the Fund for the Protection of the Insured within the specified
term. This penalty shall be paid into an account with the Bank of Latvia.

(2) The penalty for a payment not paid to the Fund for the Protection of the Insured
within the specified term shall be 0.05 per cent of the amount overdue per each
delayed day. The penalty shall be calculated for the period during which the Fund
member has not made its quarterly payments.

(3) If a Fund member has not made payments to the Fund for the Protection of the
Insured voluntarily and in full for more than two months, the Financial and Capital
Market Commission shall warn the Fund member that the licence for its operations
may be cancelled.

(4) If a Fund member has not made payments to the Fund for the Protection of the
Insured voluntarily and in full within a one-month period after the warning issued by
the Financial and Capital Market Commission that its licence may be cancelled, the
Financial and Capital Market Commission shall cancel the licence issued to the Fund
member.

[27 March 2003]

Article 98. (1) An insurance indemnity from the Fund for the Protection of the
Insured may only be paid where the person has submitted an application for the
receipt of insurance indemnity to the administrator within a three-month period after
the insurer or the Member State insurer has been declared insolvent.

(2) The insurance indemnity from the Fund for the Protection of the Insured shall be
paid on the basis of a list prepared by the administrator and in compliance with the
requirements of Article 75 of this Law.

[1 June 2000; 16 December 2004]

Chapter XII
Insurance Supervision
[1 June 2000]

Article 99. (1) The State and supplementary supervision of insurance operations shall
be carried out by the Financial and Capital Market Commission.

(2) The Financial and Capital Market Commission shall carry out the supervision of
branches established by insurance companies in Member States as well as of
insurance services provided by such insurance companies under the freedom to
provide services. When carrying out such supervision, the Financial and Capital
Market Commission shall cooperate and consult with insurance supervisory
authorities of Member States.

(3) The Financial and Capital Market Commission is entitled to request information
from a branch of a Member State insurer as well as to request the prevention of the
non-compliance of its activities with the requirements of regulatory enactments. The
Financial and Capital Market Commission shall notify the management of the
Member State insurer and the insurance supervisory authority of the home
(registration) country of decisions taken. The Financial and Capital Market
Commission shall cooperate and consult with insurance supervisory authorities of
Member States in order to ensure the supervision of activities of the Member State
insurers in the Republic of Latvia.

(4) The Financial and Capital Market Commission is entitled to request information
from a Member State insurer which provides insurance services in the Republic of
Latvia under the freedom to provide services and to request the prevention of the non-



compliance of its activities with the requirements of regulatory enactments. The
Financial and Capital Market Commission shall notify the management of the
Member State insurer and the insurance supervisory authority of the home
(registration) country of decisions taken. The Financial and Capital Market
Commission shall cooperate and consult with insurance supervisory authorities of
Member States in order to ensure the supervision of activities of the Member State
insurers in the Republic of Latvia.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 99'. (1) If the Financial and Capital Market Commission establishes that a
branch of a Member State insurer or a Member State insurer which, under the
freedom to provide services, provides insurance services, performs activities that are
in contradiction with laws of the Republic of Latvia, it shall, without delay, request
the Member State insurer to terminate such activities.

(2) If the branch of the Member State insurer or the Member State insurer which,
under the freedom to provide services, provides insurance services, does not terminate
activities that are in contradiction with laws of the Republic of Latvia, the Financial
and Capital Market Commission shall, without delay, notify the supervisory authority
of the relevant Member State insurer thereof.

(3) If the branch of the Member State insurer or the Member State insurer which,
under the freedom to provide services, provides insurance services, proceeds with the
activities that are in contradiction with laws of the Republic of Latvia, the Financial
and Capital Market Commission shall, without delay, notify the supervisory authority
of the relevant Member State insurer thereof and take measures preventing such
violations.

(4) If the Financial and Capital Market Commission establishes that a branch of a
Member State insurer or a Member State insurer which, under the freedom to provide
services, provides insurance services, performs activities that are in contradiction with
the Republic of Latvia laws protecting public interests, the Financial and Capital
Market Commission shall notify the Member State insurer and the supervisory
authority of the Member State insurer thereof and shall, without delay, take measures
preventing such violations and decide on the application of punishments provided for
by regulatory enactments.

[16 December 2004]

Article 100. [1 June 2000]

Article 101. [1 June 2000]

Article 102. [1 June 2000]

Article 102". [1 June 2000]

Article 103. (1) In order to fulfil the tasks assigned to the Financial and Capital
Market Commission by this Law, other laws or Cabinet regulations, it is entitled to
issue instructions and directions binding on insurers.

(2) Instructions and directions binding on insurers shall be published in the newspaper

Latvijas Vestnesis.
[15 April 1999; 1 June 2000]



Article 104. (1) The Financial and Capital Market Commission has the right to
require information and documents from insurers regarding their activities.

(2) Insurers shall submit information required within the term specified by the
Financial and Capital Market Commission and they may not refuse to submit such
information and documentation by reason of their confidentiality.

(3) An insurer is obliged to prepare public quarterly reports in order to inform the
public of the insurerds operations and financial indicators. The minimum amount of
information to be included in such public reports shall be determined by the Financial
and Capital Market Commission.

(4) An insurance company or a branch of a non-Member State insurer shall ensure
that public reports are freely available on the premises of the administration of the
insurance company or the branch of the non-Member State insurer and of all the
branches of the insurance company free of charge or for a fee not exceeding its
photocopying expenses; in addition, it shall be placed on the Internet home page of
the insurance company or the branch of the non-Member State insurer. A public
report shall be freely available not later than within a two-month period after the end
of the respective reporting period.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 104". The Financial and Capital Market Commission has the right not to allow
an insurance company to establish close links with third persons or to request an
insurance company to terminate close links with third persons or to prohibit
transactions with them if such links may jeopardise or jeopardise the financial
stability of the insurance company, interests of the insured, or prevent the Financial
and Capital Market Commission from the performance of supervisory functions.

[27 March 2003; 16 December 2004]

Article 105. A representative of the Financial and Capital Market Commission is
entitled to verify operations and documents of an insurance company or a branch of a
non-Member State insurer and participate in meetings of the management bodies of an
insurance company or a branch of a non-Member State insurer without the right to
vote.

[16 December 2004]

Article 106. The Financial and Capital Market Commission has the right to propose
the convening of a meeting of the executive board, supervisory board, or shareholders
(members) of an insurance joint stock company (general meeting of members of a
mutual insurance cooperative society) and determine the matters to be discussed.

[1 June 2000]

Article 107. [1 June 2000]

Article 107", (1) Information regarding an insurer or an insurance intermediary and
its clients, operations of an insurer or an insurance intermediary and its clients which
has not been published previously in accordance with the procedures prescribed by
law or the disclosure of which is not provided by other laws and which has not been
approved by the Financial and Capital Market Commissionds Board as publicly
available as well as the information referred to in Article 20 of the Law on the
Financial and Capital Market Commission shall be deemed to be restricted access
information and it shall not be disclosed to third parties in any form other than the



survey or summarisation form so that it is impossible to identify any particular
insurer, insurance intermediary or its client.

(2) The provisions of Paragraph one of this Article shall not prevent the Financial and
Capital Market Commission, within the scope of its competence, from exchange of
restricted access information with supervisory authorities of Member State financial
and capital market participants by retaining the restricted-access status for the
information.

(3) The Financial and Capital Market Commission is entitled to enter into agreements
on information exchange with supervisory authorities of a foreign insurer or
authorities of a relevant foreign country that are treated as the authorities referred to in
Paragraph five of this Article if the regulatory enactments of this foreign country
stipulate liability equal to that specified in regulatory enactments of the Republic of
Latvia for the prohibited disclosure of restricted access information. Such information
shall be solely used for the supervision of financial and capital market participants
and the performance of functions prescribed by law for the relevant institutions. The
relevant foreign authorities are entitled to disclose the information received only with
the prior written consent obtained from the Financial and Capital Market Commission
and solely for the purpose for which such consent has been given.

(4) The Financial and Capital Market Commission is entitled to use the information
referred to in Paragraphs two and five of this Article solely for the performance of its
supervisory functions:

1) to ascertain the compliance with regulatory enactments regarding the establishment
of insurers and governance of their activities, especially as regards liquidity, solvency,
exposures, management and accounting organisation and internal control
mechanisms;

2) to apply the restrictions on rights and punishments stipulated by law;

3) during legal procedures by which administrative acts issued by the Financial and
Capital Market Commission or its actual actions are being contested.

(5) The provisions of Paragraphs one and four of this Article shall not prevent the
Financial and Capital Market Commission, within the scope of its competence, from
exchange of restricted access information with:

1) supervisory authorities of Member State financial and capital market participants;
2) authorities and persons that in the Republic of Latvia or a Member State are
responsible for examinations of solvency, liquidation of insurers and the accounting
and financial accounting of insurers and other financial institutions;

3) persons that in the Republic of Latvia or a Member State carry out internal audits
and external audits specified by law of credit institutions, insurers, investment firms
and other financial institutions;

4) Member State authorities managing investment and deposit compensation schemes
(funds) if such information is required for the performance of their functions. [16
December 2004]

Article 107%. (1) In conducting supervision, the Financial and Capital Market
Commission shall cooperate and consult with the European Commission.

(2) The Financial and Capital Market Commission shall inform the European
Commission of relevant problems:

1) caused for an insurance company in application of regulatory enactments
formulated by the Republic of Latvia based upon directives of the European Union,
and, together with the European Commission, shall analyse the said problems to find
a reasonable solution;



2) an insurance company faces when providing insurance services in a non-Member
State or when undertaking insurance services in a non-Member State.
[16 December 2004]

Article 107°. (1) The Financial and Capital Market Commission shall forward a
notification to the European Commission, notifying thereby of cases where:

1) a licence to provide insurance has been issued to a subsidiary, in which the parent
company that is not registered in a Member State, directly or by way of control, has
acquired a participating interest;

2) a company that is not registered in a Member State has acquired a participating
interest in an insurance company by becoming the insurance company 6s parent
company;

3) compulsory insurance has been determined pursuant to regulatory enactments by
indicating:

a) special norms pertaining to compulsory insurance;

b) conditions to be included in an insurance policy on a mandatory basis;

c) regulatory enactments adopted in the Republic of Latvia that regulate the provision
of insurance services, appending the text of the regulatory enactments thereto.

(2) In the case referred to in Paragraph one, Clause 1 of this Article, the Financial and
Capital Market Commission shall include in the notification the information on
shareholders of the subsidiary.

[16 December 2004]

Article 108. The Financial and Capital Market Commission or a person authorised
thereby is entitled to conduct an examination of an insurance company or a branch of
a non-Member State insurer. The Financial and Capital Market Commission is
entitled to authorise a sworn auditor or a company of sworn auditors for the fulfilment
of this task.

[16 December 2004]

Article 109. (1) If the requirements of Articles 6',7, 18, Paragraphs two and three, 24,
35', 41, 42, 42%, 43, 46, 47, 49, 50, 56, 57, 60, 60", 63, 77, 80 and 104 of this Law,
Article 6, Paragraph two, Article 24*, 55 of the Insurance Contract Law and of the
Law on the Prevention of Laundering of Proceeds Derived from Criminal Activity are
not complied with, the Financial and Capital Market Commission has the right to
impose on the insurer a penalty not exceeding 10 000 lats.

(2) The Financial and Capital Market Commission shall credit penalties collected for
the violations referred to in Paragraph one of this Article to the State budget.

(3) Compulsory execution of a decision (an administrative act) issued by the Financial
and Capital Market Commission that has not been executed on a voluntary basis shall
be effected by a bailiff pursuant to the procedures prescribed by the Civil Procedure
Law.

[1 June 2000; 27 March 2003; 16 December 2004]

Article 109'. (1) The Financial and Capital Market Commission is entitled to, within
the scope of its competence, request an insurer and a Member State insurer to prevent
the violations of this Law and the Insurance Contract Law and to take measures for
preventing such violations.

[16 December 2004]



Article 110 [1 June 2000]

Article 110", A person shall pay a penalty imposed by the Financial and Capital
Market Commission not later than within a one-month period as from the date the
Financial and Capital Market Commissionds decision to impose the penalty takes
effect.

[27 March 2003]

Article 110%. The Financial and Capital Market Commission, its staff and persons
authorised thereby shall not be liable for losses caused to an insurer, a Member State
insurer, a reinsurer, an insurance intermediary or third parties; in addition, they may
not be subject to liability for activities they have performed legally, promptly, with
good reason and in good faith when fulfilling the supervisory functions in compliance
with the procedures prescribed by law and other regulatory enactments.

[16 December 2004]

Article 111. [1 June 2000]
Article 112. [1 June 2000]

Chapter XIII
Specific Nature of Reorganisation Measures or Liquidation of Insurance
Undertakings and Non-Member State Insurers
[17 June 2004]

Article 113. (1) The precepts of this Law shall apply to:

1) insurance companies with branches in another Member State;

2) Member State insurers with branches in the Republic of Latvia;

3) non-Member State insurers having at least one branch in the Republic of Latvia and
another Member State;

4) insurance companies or the non-Member State insurers referred to in Clause 3 of
this Paragraph having creditors arising out of insurance contracts in another Member
State.

(2) Other precepts regulating reorganisation measures and liquidation shall apply
insofar as they do not prejudice the precepts of this Chapter.

Article 114. (1) Only competent authorities of the relevant home country are entitled
to take decisions on reorganisation measures or liquidation in the host country of an
insurance undertaking registered in the home country (also of its branches) within the
scope of the competence specified thereto by regulatory enactments.

(2) The decisions referred to in Paragraph one of this Article shall be binding in the
Republic of Latvia as soon as they are effective in the Member State taking such
decisions.

(3) The decisions referred to in Paragraph one of this Article that have been taken in
the Republic of Latvia shall be binding on other Member States as soon as they are
effective in the Republic of Latvia.

(4) Reorganisation measures or liquidation shall be governed by legislative
enactments of the relevant home country unless otherwise provided by this Law.



(5) The Financial and Capital Market Commission shall, without delay, inform the
competent authorities of the relevant Member States of decisions or activities relating
to reorganisation measures or liquidation of such an insurance company as has
creditors or a branch in another Member State or as provides insurance services in
another Member State without opening a branch.

Article 115. (1) The Financial and Capital Market Commission shall, without delay,
inform the competent authorities of those Member States in which the relevant non-
Member State insurer has opened branches regarding a decision to commence
reorganisation measures or liquidation involving a branch of a non-Member State
insurer in the Republic of Latvia and measures pertaining thereto.

(2) The Financial and Capital Market Commission shall conduct supervision pursuant
to this Law and cooperate with the competent authorities of the relevant Member
States.

(3) Liquidators and other persons authorised under law shall cooperate with persons
authorised accordingly by other Member States to carry out reorganisation measures
or liquidation.

(4) Reorganisation measures or liquidation activities involving branches of a non-
Member State insurer in Member States shall be performed in each Member State
separately.

Article 116. (1) If a court or other competent authorities decide to carry out
reorganisation measures or liquidation of such an insurance company as has creditors
arising out of insurance contracts in another Member State or as has a branch in
another Member State or as provides insurance services in the host country without
opening a branch, a liquidator or another person authorised accordingly under law
shall, upon coming into effect of the adjudications or decisions, without delay, ensure
the publication in the newspaper Latvijas Vestnesis of adjudications or decisions
relating to the reorganisation measures or liquidation as prescribed by law and
forward a notification thereof to the Office for Official Publications of the European
Communities for publishing in the Official Journal of the European Communities.
(2) The Financial and Capital Market Commission shall ensure the publication of
notifications relating to reorganisation measures or liquidation received from Member
State competent authorities in the newspaper Latvijas Véstnesis as well as on the
website of the Financial and Capital Market Commission.

(3) Failure to publish the notifications referred to in Paragraphs one and two of this
Article shall not grant the right to contest the said court adjudications or decisions of
competent authorities regarding reorganisation measures or liquidation.

(4) The notification referred to in Paragraph one of this Article shall be prepared in
the official language of the Republic of Latvia. The notification shall include its
purpose, legal grounds, applicable law, identity data of the liquidator, the deadline
(term) for submission of claims or complaints and the full address of the authority
competent to review complaints against reorganisation measures or liquidation.

Article 117. (1) The liquidator or another person authorised under law shall, without
delay, by notification, inform of the reorganisation measures or liquidation all known
creditors individually and in writing, irrespective of the place of their location. The
said notification shall also be sent to the insurance companyds shareholders
(members) and staff members.



(2) The liquidator or another person authorised under law shall include in the
notification time limits binding upon the creditors, consequences of the failure to meet
the deadline, the competent authority entitled to accept submitted claims or other
communications related to claims, as well as the information creating, changing or
terminating creditor liabilities.

(3) The liquidator or another person authorised under law shall send the notification
to:

1) creditors arising out of insurance contracts in another Member State in the official
language of the State where the residence or headquarters of the creditor are located,;
2) creditors arising out of insurance contracts outside the Member State in the official
language of the State where the insurance contract has been concluded;

3) creditors not referred to in Clauses 1 and 2 of this Paragraph in the official
language of the Republic of Latvia. For this purpose, a form with the heading iThe
invitation to submit a claim. The deadline to be met for submitting the claimo shall be
used in all official languages of Member States.

(4) All creditors have the right to submit their claims and complaints pursuant to the
requirements of this Article to:

1) creditors arising out of insurance contracts in another Member State in the official
language of the Member State where the residence or headquarters of the creditor are
located, or in one of the official languages of those Member States where the
residence or headquarters of the creditor are located. In that event, the heading of the
creditords claim application fiCreditors Claim Applicationo shall be in the official
language of the Republic of Latvia;

2) creditors arising out of insurance contracts outside the Member State in the
language in which the insurance contract has been concluded,;

3) creditors not referred to in Clauses 1 and 2 of this Paragraph in the Member State
in the official language of the relevant Member State or in one of the official
languages of those Member States where the residence or headquarters of the creditor
are located. In that event, the heading of the creditoros claim application fiCreditoros
Claim Applicationo shall be in the official language of the Republic of Latvia.

(5) The liquidator or another person authorised under law has the right to request
creditors to ensure the translation of their claims or complaints in the official language
of the Republic of Latvia only if they are informed thereof previously in the
notification addressed to creditors as referred to in this Article.

Article 118. Legislative enactments of the Republic of Latvia shall regulate matters
pertaining to:

1) assets and activities related to assets acquired or transferred to an insurance
company or a non-Member State insurer in connection with its branch in the Republic
of Latvia upon initiating liquidation of this branch;

2) the management body of an insurance company or a branch of a non-Member State
insurer registered in the Republic of Latvia (also liquidatorso rights and obligations);
3) fulfilling the netting of claims and liabilities and offsetting of claims and liabilities
of an insurance company or a non-Member State insurer having a branch in the
Republic of Latvia or the performance of activities having similar legal consequences;
4) effects of liquidation on contracts the party to which is an insurance company or a
non-Member State insurer in connection with the contracts concluded by its branch in
the Republic of Latvia;

5) effects of liquidation on court proceedings initiated by creditors, with the exception
of pending court proceedings as referred to in Article 123 of this Law;



6) claims entered as liabilities on the balance sheet of an insurance company or a non-
Member State insurer in connection with its branch in the Republic of Latvia and
activities related to claims established upon going into liquidation;

7) those requirements under legal enactments that specify the application for,
examination and recognition of claims;

8) those requirements under legal enactments that specify disposal of assets of an
insurance company or a non-Member State insurer, distribution of proceeds on
disposal of assets, grouping of claims and rights of those creditors whose claims, upon
going into liquidation, have been partially satisfied pursuant to the rights in rem or
when fulfilling the netting of claims and liabilities and offsetting of claims and
liabilities or performing activities having similar legal consequences in connection
with its branch in the Republic of Latvia;

9) requirements of legal enactments where the liquidation has been completed (also
by settlement);

10) creditorsd rights upon completion of liquidation;

11) requirements of legal enactments regarding costs of liquidation;

12) provisions of such legal enactments as restrict specific rights of all creditors or
prescribe prohibitions or limitations for the purpose of preventing unequal conditions
for creditors or losses.

Article 119. Effecting of reorganisation measures or liquidation shall not limit the
creditors or third partieso rights in rem in things that are owned by the insurer and
that, during the period of effecting the reorganisation measures or liquidation, are in
the territory of another Member State.

Article 120. (1) Rights and obligations of regulated market participants in activities
involving financial instruments in connection with reorganisation measures or
liquidation shall be solely determined by laws applicable to a regulated market.

(2) The provisions of Paragraph one of this Article shall not limit the application of
Article 119 of this Law.

(3) Interested persons have the right to contest the activities or rights referred to in
this Article.

Article 121. If, upon taking a decision regarding initiation of reorganisation measures
or liquidation, assets are disposed of, then, as regards:

1) immovable property, such activities shall be regulated by legislative enactments of
those Member States where the immovable property is situated;

2) ships or aircraft, such activities shall be regulated by legislative enactments of that
Member State that is in charge of the public register;

3) financial instruments to be registered with public registers, a credit institution
account or the central depository and rights attaching to such instruments, such
activities shall be regulated by those Member State legislative enactments according
to which the insurance undertakingds ownership right of the relevant financial
instruments have been certified.

Article 122. Legislative enactments of the Republic of Latvia shall not apply to the
right to prescribe prohibitions or limitations with respect to payments or transactions
for the purpose of preventing unequal conditions for creditors or losses if the person
benefiting from such payments or transactions proves that:



1) the activity affecting interests of other creditors arises out of legislative enactments
of a Member State other than the Republic of Latvia;

2) the legislative enactment of the Republic of Latvia does not provide for a
possibility of contesting the activities of the person benefiting therefrom.

Article 123. The effects of reorganisation measures or liquidation on pending
proceedings shall be regulated by legislative enactments of that Member State where
the relevant proceeding takes place.

Article 124. (1) Powers of a liquidator appointed by competent authorities of a
Member State or another person authorised by law shall be certified by a copy of the
original decision taken by such authorities or any other certification compliant with
legislative enactments of the relevant State. Competent authorities have the right to
request the translation of the above documents in the official language of the Republic
of Latvia. Legalisation or any other activity having similar legal consequences need
not be performed.

(2) A liquidator appointed by a Member State or another person authorised by law has
the right to exercise such powers in the Republic of Latvia as he or she is entitled to
exercise in the territory of the relevant Member State.

(3) A liquidator or another person authorised by law has the right to appoint
(authorise) persons assisting him or her in, or representing him or her during, the
process of reorganisation measures or liquidation.

(4) A liquidator appointed by a Member State or another person authorised by law, in
exercising his or her powers in the Republic of Latvia, shall comply with the
legislative enactments of the Republic of Latvia, also, with the legislative enactments
regarding activities related to realisation of assets and providing information to
employees.

Article 125. (1) A liquidator appointed by the home country or another person
authorised by law, in exercising his or her powers, has an obligation to register
reorganisation measures or liquidation with public registers of the Republic of Latvia
if such registration is required by legislative enactments of the Republic of Latvia.
(2) A liquidator appointed by the Republic of Latvia or another person authorised by
law, in exercising his or her powers, has an obligation to register reorganisation
measures or liquidation with public registers of the host country if such registration is
required by legislative enactments of the relevant Member State.

(3) Expenses related to registration with public registers of Member States of
reorganisation measures or liquidation shall be included in the costs (expenses) of
these processes.

Article 126. (1) Competent authorities receiving information on reorganisation
measures or liquidation for the performance of their functions under legislative
enactments shall ensure the non-disclosure of such information.

(2) Cases where the disclosure of the information referred to in Paragraph one of this
Article is permissible and the procedures as to how such information is to be disclosed
shall be determined by legislative enactments of the relevant Member State.



Chapter XIV
Supplementary Supervision
[16 December 2004]

Article 127. (1) Only such an insurance company is subject to supplementary
supervision as is:

1) a participating company in at least one insurance company, reinsurer or foreign
insurer;

2) a subsidiary of an insurance holding company, a reinsurer or a non-Member State
insurer;

3) a subsidiary of a mixed-activity insurance holding company.

(2) In performing supplementary supervision, in cases provided for by this Law only
such a company shall be taken into account as is:

1) a participating company in an insurance company;

2) a related company of an insurance company;

3) a related company of a participating company in an insurance company.

(3) Supplementary supervision shall include:

1) the right of the Financial and Capital Market Commission to request information;
2) provision of information to the Financial and Capital Market Commission;

3) the right of the Financial and Capital Market Commission to conduct on-site
verification of the truthfulness of information submitted by the companies referred to
in Paragraph two of this Article;

4) the supervision of the mutual transactions referred to in Article 131 of this Law;
5) the supervision of the fulfilment of requirements of the adjusted solvency.

(4) If one and the same insurance holding company, reinsurer, non-Member State
insurer or mixed-activity insurance holding company is the parent company of an
insurance company and a Member State insurer, the Financial and Capital Market
Commission shall reach agreement with the relevant supervisory authority of the
Member State insurer as to which of them will exercise the supplementary
supervision.

Article 128. (1) An insurance company subject to supplementary supervision shall
provide the Financial and Capital Market Commission with all the information
required for the performance of supplementary supervision functions.

(2) The Financial and Capital Market Commission has the right to request information
required for supplementary supervision directly from a related company of an
insurance company, a participating company and a related company of a participating
company if such information has not been received from the insurance company.

(3) The Financial and Capital Market Commission or persons authorised thereby may
conduct on-site verification of the truthfulness of information submitted by the
companies referred to in Paragraph two of Article 127 and these companies may not
refuse to provide information by reason of business secret.

(4) At the request of the supervisory body of a Member State insurer, the Financial
and Capital Market Commission and persons authorised thereby or, with the consent
of the Financial and Capital Market Commission, the supervisory body of a Member
State insurer or persons authorised thereby may conduct on-site verification of the
truthfulness of information submitted for supplementary supervision purposes in
companies registered in the Republic of Latvia that are participating companies in
Member State insurers, related companies or related companies of participating
companies subject to supplementary supervision and registered in a Member State.



Article 129. (1) An insurance company subject to supplementary supervision in
accordance with the requirements of Article 127, Paragraph one, Clause 1 of this Law
shall develop an appropriate risk management and internal control system and shall
formulate procedures to adequately determine, assess, and control the indices and
information required for supplementary supervision purposes.

(2) An insurance company subject to supplementary supervision, its participating
companies and related companies have the right to mutually exchange relevant
information required by the Financial and Capital Market Commission or the
supervisory body of a Member State insurer for the performance of supplementary
supervision functions.

Article 130. (1) A member of the executive body of an insurance holding company
may be any person who complies with the following requirements:

1) he or she has sufficient competence in the field for which the said person is
responsible;

2) he or she has appropriate professional experience of at least three years in the
respective field;

3) he or she has an impeccable reputation;

4) he or she is not deprived, or has not been deprived, of the right to engage in
business;

5) he or she has not been convicted of committing an intentional criminal offence, or
has been rehabilitated, or for him or her the conviction has been set aside or
extinguished, or he or she has not been held criminally liable.

(2) Before the person referred to in Paragraph one of this Article undertakes his or her
duties, the insurance company shall notify the Financial and Capital Market
Commission thereof. The Financial and Capital Market Commission, not later than
one month after the receipt of the information referred to in this Paragraph, shall
assess the compliance by the person with the requirements of Paragraph one of this
Article. The Financial and Capital Market Commission, shall take a decision to
prohibit a person from holding the office specified in Paragraph one of this Article
within the term specified by this Paragraph, if the said person does not comply with
the requirements of Paragraph one of this Article, and, without delay, notify the
relevant person and the insurance company.

(3) The Financial and Capital Market Commission may propose removal from office
of a member of the executive body of an insurance holding company if he or she does
not comply with the requirements set out in Paragraph one of this Article or does not
comply with the policies, procedures, programmes and rules formulated by the
insurance company.

Article 131. (1) Mutual transactions between an insurance company subject to
supplementary supervision and its participating company, related company,
participating companyos related company and a natural person who, directly or by
way of control, has acquired 20 per cent or more of the voting rights or, directly or by
way of control, has acquired a participating interest covering 20 and more per cent of
the share capital or the voting shares of the insurance company, its participating
company, related company, participating companyos related company, shall be
conducted by the insurance company prudently and carefully, observing the interests
of the insured and policyholders.

(2) The mutual transactions referred to in Paragraph one of this Article shall be as
follows:



1) lending and borrowing;

2) guarantees and other off-balance sheet transactions;

3) transactions shown in items included in the calculation of the adjusted available
solvency margin;

4) investments;

5) reinsurance transactions;

6) agreements on cost sharing.

(3) The Financial and Capital Market Commission shall determine the content of the
information regarding mutual transactions and procedures for its submission.

Article 132. (1) The adjusted required solvency margin and the procedure as to how
the adjusted available solvency margin is to be calculated and relevant accounts are to
be submitted by the insurance companies set out in Article 127, Paragraph one,
Clauses 1 and 2 of this Law shall be determined by the Financial and Capital Market
Commission.

(2) If the adjusted solvency requirement is not or might not be fulfilled in compliance
with the requirements of this Law, an insurance company subject to supplementary
supervision shall submit for coordination to the Financial and Capital Market
Commission a plan of such measures as are planned to be taken to ensure the
compliance with the requirements of this Law.

Article 133. If, upon obtaining the information referred to in Article 131, Paragraph
two of this Law, the Financial and Capital Market Commission concludes that the
financial stability of an insurance company is or may be jeopardised, it shall request
the insurance company to take measures to improve its financial stability.

Transitional Provisions

1. With the coming into force of this Law, the following laws are repealed:

1) the Law on Insurance (Latvijas Republikas Augstakas Padomes un Valdibas
Zinotajs, 1993, No. 3/4; Latvijas Republikas Saeimas un Ministru Kabineta Zinotdjs,
1994, No. 4; 1995, No. 20; 1996, No. 20; 1998, No. 2);

2) the Law on the State Insurance Supervision Inspectorate (Latvijas Republikas
Saeimas un Ministru Kabineta Zinotajs, 1995, No. 20; 1996, No. 20; 1997, No. 15);
3) 12 January 1993 Decision of the Supreme Council of the Republic of Latvia on the
Procedures for Coming into Force of the Republic of Latvia Law on Insurance
(Latvijas Republikas Saeimas un Ministru Kabineta Zinotajs, 1993, No. 3).

2. The Cabinet shall issue relevant regulations in accordance with Articles 79, 82, 84
and 95 of this Law by 31 December 1998.
[15 April 1999]

3. Resources of the Fund for the Protection of the Insured shall be kept in a special
account of the Insurance Supervision Inspectorate by 1 July 2001. The procedure for
keeping such funds shall be determined by the Cabinet.

[1 June 2000]

4. Until 1 July 2001, resources of the Fund for the Protection of the Insured and
interest on investments shall be accumulated without making any payments.
[1 June 2000]



5. Insurance indemnities from the Fund for the Protection of the Insured in accordance
with the requirements of this Law shall only be paid where all the licences of the
insurer are cancelled after 1 July 2001 and the court has declared it insolvent.

[1 June 2000]

6. Insurance brokerage firms shall restructure their operations in conformity with the
requirements of this Law until 1 July 1999.

7. Mutual insurance cooperative societies shall restructure their operations in
conformity with the requirements of Paragraph 2 of Article 32 of this Law until 1
January 2002.

8. The norms provided for by Article 109 of this Law shall apply until the date the
Law on Administrative Penalties comes into force.

9. Amendments to Article 44 (regarding determining the states in which investments
from technical provisions may be made), Article 60 (regarding the formulation and
approval of reinsurance programmes) and Article 44.1 shall come into force on 1
October 2000.

[1 June 2000]

10. Amendments to the title of Chapter XII and Article 99, as well as amendments
with respect to the replacement of the words filnsurance Supervision Inspectorateo (in
the respective case) with the words fiFinancial and Capital Market Commissiono (in
the respective case) in this Law shall come into force on 1 July 2001.

[1 June 2000/

11. Articles 100, 101, 102, 102.1, 107, 110, 111 and 112 shall apply until 30 June
2001.
[1 June 2000]

12. Amendments to Article 54, Paragraph two (regarding preparation of reports and
forwarding of its copy to the Insurance Supervision Inspectorate), Article 54,
Paragraphs three and four, as well as amendments to Article 55 of this Law (regarding
the deletion of Paragraph two) shall come into force simultaneously with the relevant
norms of the law governing activities of sworn auditors.

[1 June 2000]

13. Amendments to Articles 44, 44.1, 49, 60, 79, 82, 84, 85 and 95 with respect to the
replacement of the words fithe Cabineto (in the respective case) with the words fithe
Financial and Capital Market Commissiono (in the respective case) shall come into
force on 1 July 2001.

[1 June 2000]

14. Amendments to Articles 91 and 97 of this Law, also, Article 92, with respect to
the replacement of the words fithe By-law of the Management of the Fund for the
Protection of the Insuredo with the words fithe Financial and Capital Market
Commissiono shall come into force on 1 July 2001.

[1 June 2000]



15. Amendments to Article 75, Paragraph one, Clause 2 of this Law shall come into
force on 1 January 2003.
[16 May 2002]

16. The procedure regarding coming into force of Article 7, Paragraph one, Clause 2
and Paragraph three, Articles 11, 11% 11°, 11* and 11°, and Article 99, Paragraphs
two, three and four of this Law shall be determined by a special law. The norms of
this Law pertaining to a non-Member State insurer shall regulate the legal relations
with a Member State until the coming into force of this special law.

[27 March 2003]

17. Insurance companies whose minimum guarantee fund does not comply with the
requirements of Article 32, Paragraph one of this Law shall increase it by 1 July 2004.
[27 March 2003]

18. An insurer shall transform its operations in compliance with the requirements of
Articles 60 and 60" of this Law by 1 January 2004.
[27 March 2003]

19. An insurer shall transform its operations in compliance with the requirements of
Article 47, Article 50, Paragraphs three and four of this Law by 1 April 2004.
[27 March 2003]

20. An insurance agency shall transform its operations in compliance with the
requirements of Article 78, Paragraph five of this Law and an insurance brokerage
firm shall transform its operations in compliance with the requirements of Article 80,
Paragraphs 1*, 1% and 12 of this Law by 1 November 2003.

[27 March 2003]

21. Reorganization measures commenced or liquidation initiated before 1 July 2004
shall be effected and completed according to the procedures prescribed by this Law
and other laws governing the field of insurance by 30 June 2004.

[17 June 2004]

22. Article 2, Paragraph four of this Law shall become effective simultaneously with
the coming into effect of the relevant law on the financial collateral.
[17 June 2004]

23. The requirements of Articles 8%, 8* and 8° of this Law with respect to outsource
services specified in Article 8°, Paragraph three of this Law that have been received
by an insurance company or a branch of a non-Member State insurer before coming
into effect of the law, thereby relevant supplements have been made, shall be met by
the insurance company or the branch of the non-Member State within six months as of
the date of coming into effect of this Law.

[16 December 2004]

24. Amendments to Article 1, Clause 23 of this Law, Article 6" of this Law, the
amendment with respect to the deletion of Chapter X shall become effective
simultaneously with the coming into effect of the law regulating the operation of
insurance and reinsurance intermediaries.



[16 December 2004]

25. By the date of coming into effect of the law regulating the operation of insurance
and reinsurance intermediaries, the Financial and Capital Market Commission in
accordance with this Law has the right to request information from insurance
intermediaries and documents pertaining to their activities. Insurance intermediaries
shall submit the information requested within the term specified by the Financial and
Capital Market Commission and they may not refuse to submit such information by
reason of business secret.

[16 December 2004]

26. By the date of coming into effect of the law regulating the operation of insurance
and reinsurance intermediaries, the Financial and Capital Market Commission has the
right to, within the scope of its competence, request an insurance intermediary to
prevent established violations of this Law and the Insurance Contract Law and to take
measures to prevent such violations.

Informative Reference to European Community Directives
[16 December 2004]

This Law incorporates the legal norms arising out of:

1) First Council Directive 73/239/EEC of 24 July 1973 on the coordination of laws,
regulations and administrative provisions relating to the taking-up and pursuit of the
business of direct insurance other than life assurance;

2) Council Directive 73/240/EEC of 24 July 1973 abolishing restrictions on freedom
of establishment in the business of direct insurance other than life assurance;

3) Second Council Directive 88/357/EEC of 22 June 1988 on the coordination of
laws, regulations and administrative provisions relating to direct insurance other than
life assurance and laying down provisions to facilitate the effective exercise of
freedom to provide services and amending Directive 73/239/EEC;

4) Council Directive 92/49/EEC of 18 June 1992 on the coordination of laws,
regulations and administrative provisions relating to direct insurance other than life
assurance and amending Directives 73/239/EEC and 88/357/EEC (third non-life
insurance Directive);

5) Directive 98/78/EC of the European Parliament and of the Council of 27 October
1998 on the supplementary supervision of insurance undertakings in an insurance
group;

6) Directive 2000/26/EC of the European Parliament and of the Council of 16 May
2000 on the approximation of the laws of the Member States relating to insurance
against civil liability in respect of the use of motor vehicles and amending Council
Directives 73/239/EEC and 88/357/EEC (Fourth motor insurance Directive);

7) Directive 2002/83/EC of the European Parliament and of the Council of 5
November 2002 concerning life assurance.

This Law shall come into force on 1 September 1998.

This Law has been adopted by the Saeima on 10 June 1998.



President G. Ulmanis

Riga, 30 June 1998



