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Riga

REGULATIONS ON OPERATION OF THE STATE-FUNDED PENSION SCHEME

Amendments: Cabinet Regulations No.487 of 18 May 2004 (Latvijas Vestnesis, 21 May, No.81; Zinotajs, 2004, No.21) (minutes No.31  §13) 

Adopted in accordance with 

the Law on State Funded Pensions 

Section 3 paragraph 3, Section 5 paragraph 2, 

Section 10 paragraph 1 Clause 5 

and paragraph 2,  Section 11 paragraphs 3 and 6,

 and Section 13 paragraphs 6 and 7 

I. General Provisions 

1. These Regulations prescribe:

1.1. the procedure, according to which socially insured persons shall register the State-funded pension scheme (hereinafter - scheme); 

1.2. the content, type and signing procedure of the contract between the State social insurance agency (hereinafter – agency) and a scheme fund manager (hereinafter – fund manager); 

1.3.the  procedure for the changing of fund manager and the investment plan of the scheme funds (hereinafter – investment plan);

1.4. the procedure for accounting accounts of the scheme participants and the procedure for calculating the capital of the State-funded pension (hereinafter – funded pension capital) of a scheme participant; 

1.5. the procedure, according to which the funded pension capital is paid when participation in the scheme is terminated;

1.6. the procedure, according to which the agency’s expenses for administration of the scheme are covered; 

1.7. the maximum amount of the scheme administration expenses.

2. The agency shall set up the sample form for the scheme participant registration and sample forms related to selection and change of fund manager and investment plan.  

II. Registration of Socially Insured Persons

3. All persons, born after 1 July 1971 are registered for the State pension insurance, and at the same time shall be registered by the agency as scheme participants.

4. Persons who are subject to the State pension insurance, who were born within time period from 2 July 1951 until 1 July 1971 (including), and who voluntarily want to participate in the scheme, shall be registered by the agency as scheme participants, in accordance with the application the person has submitted to the agency.   The person shall be registered as a scheme participant from the first date of the month that follows the month the application regarding inception of participation in the scheme has been received. 

5. Where a person is not registered as a scheme participant without a reason, the agency shall register such person as a scheme participant from the date, when according to Clause 3 or 4 of these Regulations the person acquired rights to become a scheme participant. In such case the agency shall ensure that not later than within five business days after the error has been detected, a respective share of the State social insurance contributions for pension insurance is transferred to a fund manager for the mentioned person, that is calculated in accordance with the effective contribution rate in the scheme during the time period, for which the contribution in the scheme was not paid. 

6. When registering for participation in the scheme a scheme participant shall have rights in accordance with the procedure and in cases referred to in Clauses 7 and 8 of these Regulations, by submitting a respective application to the agency, to select a fund manager, specifying an investment plan. 

7. Persons referred to in Clause 3 of these Regulations shall make the original selection of a fund manager as follows:

7.1. the agency not later than within 30 business days after the registration day shall send to the respective persons a notification regarding registration for participation in the scheme and an invitation for selecting a fund manager, specifying the investment plan; 

7.2. if an application of a scheme participation has been received at the agency not later than within two months after the notification referred to in sub-Clause 7.1 of these Regulations has been sent, the agency, not later that within five business days after receiving the respective application shall transfer the State social insurance contributions in the scheme registered in the account of a scheme participant (hereinafter – contributions) to a fund manager selected by the scheme participant, by transferring them to the investment plan account with the  holding bank specified by the scheme participant; 

7.3. if an application of a scheme participant is not received by the agency within two months after the notification referred to in sub-Clause 7.1 of these Regulations has been sent, the agency, not later than within 5 (five) business days from the day the set time period for submission of a respective application has expired, shall transfer the contributions registered in the account of the scheme participant for management to the State Treasury;  

7.4. if an application of a scheme participant is received by the agency later than within two months after the day the notification referred to in Clause 7.1 of these regulations has been sent, the agency shall satisfy the respective application in accordance with the provisions prescribed in Clause 34 of these Regulations.

8. When registering for participation in the scheme the persons referred to in Clause 4 of these Regulations together shall submit to the agency an application regarding selection of a fund manager, specifying the investment plan. Not later than within 30 business days from the registration day the agency shall send to these persons a notification regarding registration for participation in the scheme (except for cases, when a scheme participant has submitted to the agency an application regarding refusal to receive information) and not later than within 5 (five) business days after registration of contributions in the scheme participant accounts to transfer the contributions to the fund manager selected by the scheme participant , by transferring them into the investment plan account with the holding bank specified by the scheme participant. 

III. Contract Between the Agency and a Fund Manager

9. The agency, representing the scheme participants, shall conclude with the State Treasury and investment companies respectively licensed by the Financial and Capital Market Commission (hereinafter – the Commission) written contracts regarding the management of the scheme funds (hereinafter – contract) in accordance with the sample provided in the appendix of these Regulations.  

10.The  Appendix “Investment Plan Prospectus” (hereinafter – prospectus) shall be an integral part of the contract. The plan prospectus shall provide the existing and potential scheme participants with sufficient information on the investment plan. The plan prospectus shall be prepared in accordance with the provisions prescribed in Clauses 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21 and 22 of these Regulations.

11. Information included in the plan prospectus shall be clear. Sections shall be separated by respective titles in accordance with Clause 13 of these Regulations.

12. The plan prospectus shall be drawn up with a title-page that shall disclose the following information:

12.1. the document name “Prospectus of the State-funded Pension Scheme Fund Investment Plan (plan name)”;

12.2.the  name of the fund manager; 

12.3. the information on approval of the plan prospectus or its amendments (if such exist), reference to that this document is an appendix to the contract, as well as validity period of the contract and operation;

12.4.the  information about registration of the plan prospectus and its amendments in the Commission; 

12.5. the name of the holding bank; 

12.6. a reference to where and in what way the plan prospectus and other information regarding investment plan and fund manager may be received.

13. The plan prospectus shall contain the following sections: 

13.1. table of contents; 

13.2. explanation of terms used and abbreviations; 

13.3. summary of costs and remunerations for transactions with the investment plan funds and investment plan management; 

13.4. investment policy and investment restrictions; 

13.5. risks; 

13.6. the rights of the investment plan participant; 

13.7. investment plan management; 

13.8. methods and procedure for determination of the investment plan fund and fund share value; 

13.9. information about taxes and fees; 

13.10. confirmation of the members (officials) of the fund manager’s management institution regarding sincerity of information included in the plan prospectus; 

13.11. other information necessary for the existing and potential participants of the scheme. 

14. The plan prospectus section “Transactions with the Investment Plan Funds and Summary of the Investment Plan management Expenses and Remuneration” shall disclose information on the maximal amount of remuneration paid from the investment plan funds to the fund manager, holding bank or other persons, as well as on other expenses to be covered from the investment plan funds.  The abovementioned information shall be provided in the following sequence: 

14.1. the maximal payments for the investment plan management (percentage from the average value of the plan assets); 

14.2. the remuneration to the fund manager, holding bank and third persons, to which remuneration is paid from the investment plan funds; 

14.3. other payments (except for the ones referred to in sub-Clause 14.2 of these Regulations) from the investment plan funds, specifying the types of these payments, and including the following reference “The purpose of this information is to provide the existing and potential participants of the State-funded pension scheme with the general view of total costs they shall cover directly or indirectly when participating in this investment plan”.

15. The plan prospectus section “Investment policy and investment restrictions” shall shortly and clearly (so that it is clear to the existing and potential participants of the scheme) disclose: 

15.1. in what financial instruments the fund manager will invest or plans to invest the investment plan funds. Any special investment practice or type (for example, long-term or short-term investment, investments in Latvia or in foreign countries) shall also be specified; 

15.2. what share of the investment plan funds the fund manager plans to invest in debt securities issued by the State or local governments and deposits with credit institutions;

15.3.the  region or economy sector, if the fund manager plans to concentrate the investment plan fund investments in any specific geographical region or economy sector, or group of economy sectors. Concentration shall be considered the situation when a fund manager invests or plans to invest 50% or more of the investment plan asset value in any specific geographical region or economy sector, or group of economy sectors.  The name of the investment plan shall not provide misleading information on investment concentration; 

15.4. the principles and procedure for loans taken on the investment plan fund account, as well as restrictions for taking loans;

15.5. investment restrictions.

16. Plan prospectus section “Risks” shall disclose main possible risk factors

(for example, economic, political) that are related to investment policy, as well as shall provide description of possible risk reduction measures.

17. The plan prospectus section “Rights of the investment plan participants” shall disclose the rights of the scheme participants, including rights:

17.1. to request transferring the funded pension capital to another fund manager

or another investment plan; 

17.2. to receive information about the investment plan, fund manager and holding bank.

18. The plan prospectus section “Investment plan management” shall provide information about the fund manager, holding bank, investment plan manager (responsible official) and the certified auditor of the investment plan. The mentioned information shall be provided in accordance with the set procedure, and it shall include the following information:

18.1. about the fund manager:

18.1.1.the  legal address of the fund manager;

18.1.2. the date of foundation and registration number of the fund manager;

18.1.3. the foundation share capital and paid-up share capital of the fund manager; 

18.1.4. the given name, surname, education, profession, professional biography (for the last five years) of the members of the Board and the Council of the fund manager,

holding and operation in other companies and description of rights and obligations related to investment plan management; 

18.1.5. the given name surname, education, profession, professional biography (for the last five years) of the investment plan manager and description of rights and obligations related to the investment plan management; 

18.1.6. if the investment plan manager also manages some other investment plan or fund manager’s investment fund, name of the respective investment plan or investment fund shall be specified; 

18.1.7. the given name, surname and personal code (for legal persons – name and registration number) of the shareholders of the fund manager who own more than 10% of the company’s shares or voting rights ensuing form the shares; 

18.1.8. the names and a short description of other investment plans managed by the fund manager; 

18.1.9. the amount of remuneration to be paid to the fund manager, the procedure for the determination and payment of this remuneration; 

18.2. about the holding bank; 

18.2.1. the date of foundation and registration number of the holding bank;

18.2.2. the legal address of the holding bank; 

18.2.3. a description of the rights and obligations of the holding bank regarding management and accounting of the investment plan funds; 

18.2.4. the amount of remuneration to be paid to the holding bank, procedure for determination and payment of this remuneration; 

18.3. about the certified auditor of the investment plan – given name surname and number of the certificate.

19. The plan prospectus section “Methods and procedure for determination of the investment plan funds and fund share value” shall provide information about the principles, methods and procedure for the determination of the investment plan funds and investment plan share value and shall disclose:

19.1. the methods and principles of the evaluation of the investment plan assets including:

19.1.1. the liquid asset evaluation; 

19.1.2. the non-liquid asset evaluation; 

19.2. information about how often and in what way information about the investment plan fund value and fund share value shall be disclosed; 

19.3. the procedure, according to which the plan income shall be repeatedly invested; 

20. The plan prospectus section “Information about taxes and fees” shall provide information about the taxes and fees that would have to be paid from the investment plan funds, as well as for the tax and fee payments applicable to the investment plan participants and their payment procedure.

21. In the plan prospectus “Confirmation of the members (officials) of the fund manager’s management institution regarding sincerity of information included in the plan prospectus” members (officials) of the fund manager’s management institution shall provide the following confirmation “We confirm that information provided in this prospectus is true and facts are not being held back that could be detrimental to interests of the existing and potential participants of the State-funded pension scheme” and confirm it by their signature specifying print name and position name.

22. Other information may be also included in the plan prospectus that in opinion of the fund manager is necessary to the existing and potential participants of the scheme.

23. The agency and a fund manager may agree on the procedure according to which the expenses that are not covered from the investment plan funds and that is why are not provided in the plan prospectuses are covered, as well as on other issues related to cost covering if they are related only to relations of the agency and a fund manager, but are not related to interest of the scheme participants, including on:

23.1. fee collection and distribution between the agency and a fund manager in cases if the payment for additional services is set that the agency and a fund manager may provide to the scheme participants (for example provision of information upon request of a participant); 

23.2. compensation of a fund manager to the agency for covering its additional expenses in cases if the agency and the fund manager according to the contract agree on distribution of any information of the fund manager or provision of any additional services to scheme participants through mediation of the agency.

24. The agreement regarding payment and expenses referred to in Clause 23 of these Regulations shall be concluded between the agency and the fund manager as an integral part of the contract “Contract on the procedure for cost covering”.

25. The Appendix “Procedure for exchange of information” shall be an integral part of the contract, in which the agency and the fund manager shall prescribe: 

25.1. in what way (form) exchange of information between the parties shall be carried out; 

25.2. the addresses and details of the parties for each information transfer method (form); 

25.3. conditions when information of one party shall be considered adequately sent (delivered) to the other party, especially specifying the sending and receiving conditions for information on assigning and recalling authorized persons of the agency and scope of authorities, as well as agency’s orders regarding fund management termination and money transfer to accounts specified by the agency.

26. The decision regarding conclusion of a contract with each fund manager, regarding any amendments to a contract, as well as regarding termination of the contract shall be made by the agency in compliance with the following conditions regarding the holding bank’s contract:

26.1. before the conclusion of a contract a fund manager has concluded a holding bank contract, in which in addition to the provisions of the holding bank contract, prescribed in laws and regulations regarding operation of the State Treasury in the State-funded pension scheme fund management (regarding State Treasury) or in the Law on Investment Companies (regarding investment companies) obligations of the holding bank are prescribed:

26.1.1. to co-operate with the agency and certified auditors assigned by it, upon request of the agency to provide extracts of the accounts of a fund manager regarding management of the scheme funds, but to the certified auditors (for audits of a fund manager) assigned by the agency to make available all documents regarding management of the scheme funds disposed by the holding bank; 

26.1.2. as soon as possible but not later than on the next business day to inform the agency in writing about any actions of a fund manager, by which requirements of laws and regulations regarding management of the scheme funds are violated or that are in conflict with the provisions of the concluded holding bank contract; 

26.1.3. if the Commission has revoked the special permit (licence) of the respective fund manager for operation of an investment company or the special permit (licence) for the management of funds of the scheme, to fulfil the agency’s order regarding the transfer of the scheme funds disposed by this fund manager to another fund manager;   

26.2. a fund manager has submitted three copies of a holding bank contract to the agency. 

27. In regard to contract conclusion with investment companies, respectively licensed by the Commission, the agency, Commission and investment company shall observe the following procedure:

27.1. an investment company shall submit to the agency an application for the conclusion of a contract, holding bank contract (three copies) and the plan prospectus (three copies); 

27.2. after receiving an application of the investment company the agency shall prepare and agree with the respective investment company on a draft contract; 

27.3. the agency and the investment company shall examine the mutual written proposals, documents and their drafts as soon as possible, but not later than within 5 (five) business days after receiving them;  

27.4. not later than within 5 (five) business days after co-ordination of the draft contract referred to in sub-Clause 27.2 of these Regulations with the investment company the agency shall send to the Commission for approval one copy of the draft contract, three copies of the holding bank contract and plan prospectus; 

27.5. if the agency and the investment company have not agreed on the draft contract within 20 business days in accordance with the procedure referred to in sub-Clause 27.3 of these Regulations, each of them shall have rights to turn to the Commission with a request according to the competence of the Commission to express an opinion regarding documents referred to in sub-Clauses 27.1 and 27.2 of these Regulations; 

27.6. according to its competence the Commission shall examine the received documents and not later than within 15 business days after receiving them:

27.6.1. shall send a notification to the agency regarding the conclusion of a contract and registration of the plan prospectus, as well as the plan prospectus with the Commission mark regarding registration (two copies) and the holding bank contract (two copies) or a motivated notification regarding refusal for approval or registration;  

27.6.2. in cases referred to in sub-Clause 27.5 of these Regulations – shall send to the agency and investment company the Commission’s opinion regarding conformity of the submitted project to the requirements of laws and regulations; 

27.7. the agency, not later than within 10 business days after receiving the notification referred to in sub-Clause 27.6.1 of these Regulations, shall examine the issue and make a decision on the contract conclusion or refusal to do it.

28. In regard to contract amending with investment companies respectively licensed by the Commission the agency, Commission and investment company shall observe the following procedure:

28.1. if any of the parties upon its initiative wants to amend the contract, it shall prepare and send to the other party an application regarding amendments to the contract and a draft of the amendments;

28.2. the parties shall examine the mutual written proposals on the contract amendments, documents and their drafts as soon as possible, but not later than within (5) five business days after receiving them;  

28.3. if the amendments to the contract are related to changes in information provided in the plan prospectus, not later than within 5 (five) business days after agreeing on the draft of contract amendments with the investment company the agency shall send to the Commission for registration amendments to the plan prospectus (three copies);  

28.4. if the agency and the investment company have not agreed on the draft of contract amendments within 20 business days in accordance with the procedure referred to in sub-Clause 28.2 of these Regulations, each of them shall have rights to turn to the Commission with a request according to the competence of the Commission to express an opinion regarding documents referred to in sub-Clause 28.1 of these Regulations; 

28.5. according to its competence the Commission shall examine the received documents and not later than within 15 business days after receiving them:

28.5.1. shall send to the agency a notification regarding registration of the plan prospectus amendments or a motivated notification regarding refusal to register them. The Commission shall attach to the notification regarding registration of the plan prospectus amendments the plan prospectus amendments (two copies) with the Commission’s mark regarding registration; 

28.5.2. in case referred to in sub-Clause 28.4 of these Regulations – shall send to the agency and investment company the Commission’s opinion regarding conformity of the submitted project to the requirements of laws and regulations; 

28.6. the agency, not later than within 10 business days after receiving the notification referred to in sub-Clause 28.5.1 of these Regulations, shall examine the issue and make a decision on the contract conclusion or refusal to do it.

29. The agency not later than within 2 (two) business days after conclusion of a contract or agreement on amendments to the contract with the fund manager shall send to the Commission one copy of the contract and its appendices (except for the investment plan prospectus) or agreement on amendments to the contract.

30. The agency shall have no rights to refuse without a reason to approve or conclude a contract regarding the management of the scheme funds or agreement on amendments of the contract if all requirements prescribed in laws and regulations are observed in relation to fund manager and the procedure for the contract conclusion or amendment.

31. In regard to termination of the contract before its expiry with the investment companies respectively licensed by the Commission the agency, Commission and investment company observe the procedure prescribed in Clauses 35 36 and 37 of the Regulations.

32. In order the scheme participants can implement their rights prescribed by the law to freely select and change fund managers and investment plans, it shall be the agency’s obligation in favour of the scheme participants to facilitate fair competition of the fund managers, ensuring same (equal) attitude and requirements of the agency against all fund managers (also during the process of the contract conclusion with potential fund managers). The agency shall ensure that at each branch of the agency it is possible for any scheme participant upon request to get acquainted with the information referred to in Clause 33 of these Regulations, as well as a report on the scheme operation.  It shall be forbidden to the agency, its officials and employees to provide the scheme participants and third parties with any recommendations, opinions and proposals regarding any activity of a fund manager, its possible advantages or disadvantages, as well as it shall be forbidden to carry out any other activities that are or could be in conflict with fair competition principles of fund managers. 

33. In order to provide the scheme participants with information necessary for making a decision regarding selection or change of a fund manager it shall be prescribed in a contract that each fund manager shall prepare and submit to the agency:

33.1. prospectuses of all investment plans managed by it; 

33.2. the latest annual and monthly reports regarding management of the funded pension capital, which shall be prepared in accordance with the requirements prescribed by the Commission; 

33.3. statements on the last quarter results of all investment plans of the fund manager, which include the following information:  

33.3.1. .the name legal address of a fund manager and name of the investment plan; 

33.3.2. .a short description of the investment policy; 

33.3.3. the share value of the investment plan (in lats) in the beginning and at the end of the quarter and changes in value (increase or decrease (in percentage) during the reporting quarter, half and last 12 months, as well as from the day of the investment plan started to operate;

33.3.4.the  total amount of the investment plan funds (in lats) in the beginning and at the end of the quarter;

33.3.5. a comparison of the investment plan results with the average results of the sector and other respective comparative indicators corresponding to the investment plan (for example, financial market indexes); 

33.3.6. an analytical evaluation of the reporting quarter results, specifying reasons why the results differ from the average sector results and other respective comparative indicators corresponding to the investment plan; 

33.3.7. the evaluation of a fund manager regarding financial market development tendencies relevant to the investment plan in the nearest future and their possible effect on the investment plan results during the next quarters; 

33.3.8. the structure of the investment portfolio (in per cent) in the beginning and at the end of the quarter in breakdown by asset types and geographical regions of investments, if it is invested in Latvia; 

33.3.9. the 10 biggest investments of the investment portfolio (in percentage) as at the end of the reporting quarter; 

33.3.10. the fund management costs that are covered from the investment plan assets; 

33.3.11. a fund manager may also include in the statement other relevant information that must be known to the participants of the investment plan in order to evaluate the investment plan quarterly results as much as possible objectively, as well as various technical information (for example where and how to find additional information about the fund manager and investment plan).

IV. Changing of Fund Managers and Investment Plans

34. A scheme participant shall have the  right, when submitting a respective application to the agency,

to change the fund manager once a year, as well as twice a calendar year to change the investment plans managed by one fund manager. In addition to these provisions change of the fund manager and the investment plan shall be carried out in cases prescribed in Section 11 paragraph 6 of the Law on State-funded Pension. 

A fund manager and an investment plan shall be changed in accordance with the procedure prescribed in Clauses 35, 36, 37, 38, 39, 40, 41, 42, 43 and 44 of these Regulations.

35. If the Commission revokes the special permit (licence) issued to a fund manager for the investment company activity or the special permit (licence) for the management of the scheme funds, it shall observe the following procedure:

35.1. the agency shall co-ordinate with the Commission and, not later than within 3 (three) months after the day the special permit (licence) is revoked, give an order regarding transfer of the scheme funds managed by the fund manager in all investment plans to another fund manager;

35.2. from the day the special permit (licence) is revoked until the day the agency has transferred the funds to another fund manager the holding bank shall undertake the scheme fund management obligation; 

35.3. not later than within 5 (five) business days after receiving the information regarding revoking of the special permit (licence) the agency shall send to the scheme participants, whose funded pension capital manager’s special permit (licence) is revoked, a notification with information about revoking of the special permit (licence) of the previously selected fund manager and an invitation to change the fund manager, specifying the investment plan.

36. If a fund manager wants to resign from the management of the scheme funds, it shall observe the following procedure: 

36.1. a fund manager, not later that 4 (four) months before the voluntary termination of the management, shall submit a respective application to the agency and the Commission; 

36.2. if due to refusal of a fund manager to manage the scheme funds the Commission decides to revoke the special permit (licence) issued to the respective fund manager the agency shall transfer the scheme funds managed by the respective fund manager  to another fund manager in accordance with the procedure prescribed in Clause 35 of these Regulations; 

36.3. if the agency does not receive a notification from the Commission that the case referred to in sub-Clause 36.2  of these Regulations has set in within 15 business days, the agency not later than within 20 business days after receiving the application referred to in sub-Clause 36.1 of these Regulations, shall send to a scheme participant, whose funded pension capital is managed by the respective fund manager, a notification about refusal of the fund manager to continue managing the funded pension capital and an invitation to change the fund manager, specifying the investment plan.

37. Where there is re-organization of a fund manager selected by a scheme participant: 

37.1. the rights to manage the funded pension scheme funds shall be transferred from a fund manager to the holding bank from the date the Commission allowed to carry out re-organization of a fund manager (investment company) or that is specified in the decision of the respective State authority, by which a fund manager (State Treasury) is re-organized ;

37.2. a fund manager, not later than within 5 (five) business days after re-organization registration in the Register of Enterprise (Commercial Register) shall notify the Commission and the agency  about the re-organization and shall submit to the agency documents confirming that;

37.3. the agency, not later than within 5 (five) business days after receiving the notification referred to in sub-Clause 37.2 of these regulations shall send to a scheme participant, whose funded pension capital is managed by the respective re-organized fund manager a notification about the re-organization carried out and about rights to change the fund manager.

38. The holding bank, to which the obligation for management of the funded pension scheme funds has been transferred, shall have all the rights and obligations prescribed in the Law, and a fund manager shall have an obligation to transfer to the holding bank all documents related to the management of the funded pension scheme funds (or fund share).

39. Where a fund manager merges the investment plan with another investment plan (plans):

39.1. the fund manager shall submit to the Commission for registration a new plan prospectus (new reading of the plan prospectus); 

39.2. the agency not later than within 5 (five) business days after receiving the new plan prospectus (new reading of the plan prospectus) for registration at the Commission shall send to the scheme participants (whose investment plans are planned to be merged, a notification regarding the planned merger and regarding their rights to change the investment plan or the fund manager.

40. Not later than within 15 business days after receiving the respective application the agency shall transfer the funded pension capital of those scheme participants, who have submitted an application regarding change of the fund manager of the investment plan to the agency not later than within 2 (two) months after the day the notification referred to in sub-Clause 35.3, 36.3, 37.3 or 39.2 of these Regulations is sent, to a fund manager selected by a scheme participant, by transferring it to the investment plan account with the holding bank specified by the scheme participant.

41. The funded pension capital of those scheme participants, who have not submitted an application regarding change of the fund manager or the investment plan to the agency within 2 (two) months after the day the notification referred to in sub-Clause 35.3 or 36.3 of these Regulations is sent:

41.1. in cases referred to in Clause 35 of these Regulations the management shall be carried on by the fund manager set by the agency in accordance with the procedure prescribed in sub-Clause 35.1 of these Regulations; 

41.2. in case referred to in Clause 36 of these Regulations the agency not later than within 15 business days from the day the application submission period expires, shall transfer for management to the State Treasury or (after agreeing with the Commission) to another fund manager, by transferring the funded pension capital and contributions of a participant to the investment plan account with the holding bank specified by the participant. 

42. Management of the funded pension capital of those scheme participants, who have not submitted an application regarding change of the fund manager or the investment plan to the agency within 2 (two) months after the day the notification referred to in sub-Clause 37.3 of these Regulations is sent, shall be carried on by the re-organized fund manager in accordance with the existing investment plans.

43. Management of the funded pension capital of those scheme participants, who have not submitted an application regarding change of the fund manager or the investment plan to the agency within two months after the day the notification referred to in sub-Clause 39.2 of these Regulations is sent, shall be carried on by the fund manager that manages the merged plan in accordance with the new reading of the plan prospectus.

44. If the notification of a scheme participant regarding change of the fund manager or the investment plan is received later than within 2 (two) months from the day the notification referred to in sub-Clause 35.3, 36.3, 37.3 or 39.2 of these Regulations is sent, the agency shall satisfy the respective application in accordance with the provisions prescribed in Clause 34 of these Regulations.

45. In cases referred to in sub-Clause 7.1, 35.3, 36.3, 37.3 or 39.2 of these Regulations the agency shall provide to the scheme participants all fund managers and their investment plans that a scheme participant has rights to select on the day the respective notification is prepared.

V. Procedure for Accounting of the Participant Accounts and Calculation of the Funded Pension Capital

46. Compulsory contributions of an employee to the account of a scheme participant shall be registered: 

46.1. on the basis of the statement of an employer regarding compulsory contributions from the employees’ income during the reporting month (month for which the compulsory contributions  must be paid) and information about the employees; 

46.2. within 15 business days from the day when the employer submits to the State Revenue Service the statement referred to in sub-Clause 46.1 of these regulations, by which income of an employee and compulsory contributions during the reporting month are specified, but not later than within 70 business days from the day the employer submits to the State Revenue Service statement on the reporting month. 

47. Compulsory contributions of the self-employed, domestic employee at a foreign country employer and a foreign country employee at a foreign country employer to the account of a scheme participant shall be registered:

47.1. on the basis of the statement of the self-employed, domestic employee at a foreign country employer and a foreign country employee at a foreign country employer regarding compulsory contributions during the reporting quarter (quarter for which the compulsory contributions must be made) and a certification of the State Revenue Service on the compulsory contributions made.

47.2. not later than within 35 business days from the day the self-employed, domestic employee at the foreign country employer and foreign country employee at the foreign country employer shall submit to the State Revenue Service the statement on the reporting quarter referred to in sub-Clause 47.1 of these Regulations. 

48. Compulsory contributions of a person subject to the social insurance of the State basic budget and of the State social insurance special budget to the account of a scheme participant shall be registered:

48.1. on the basis of the list of persons submitted by the ministries, according to which compulsory contributions are made during the reporting month from the State basic budget, as well as on the basis of information disposed by the agency regarding respective benefits, pensions and compensation granted during the reporting month; 

48.2. not later than within 30 days after the last business day of the month, for which the respective ministry has submitted to the agency a list referred to in sub-Clause 48.1 of these regulations; 

48.3. not later than within 30 days after the last business day of the month when the respective benefits, pensions and compensation are granted.

49. Compulsory contributions to the account of a scheme participant of the person, who incurred losses due to illegal or unjustified activity of the certification institution, prosecutor’s office or court, shall be registered:

49.1. on the basis of the statement of the Ministry of Justice or the Prosecutor General’s Office on compulsory contributions for persons, who incurred losses due to illegal or unjustified activity of the certification institution, prosecutor’s office or court; 

49.2. not later than within 15 business days from the day the Ministry of Justice or the Prosecutor General’s Office has submitted to the agency a statement referred to in sub-Clause 49.1 of these Regulations on the reporting month.

50. Contributions to the account of a scheme participant of the person, who has voluntarily joined the State social insurance, shall be registered: 

50.1. on the basis of the account statement on the voluntary contributions made; 

50.2. not later than within 15 business days form the day the agency receives the account statement referred to in sub-Clause 50.1 of these Regulations.

51. After registering the contributions in the accounts of scheme participants and according to the choice of participants regarding a fund manager, as well as if the agency makes a decision on transferring the fund for management to the State Treasury, the agency not later than within 5 (five) business days shall transfer the contributions to the respective investment plan account with the holding bank.

52. In order to ensure the scheme administration process, the investment plan funds shall be expressed in the investment plan shares. An investment plan share is an accounting unit of the investment plan that is used for the accounting of the investment plan funds and in transactions with these funds. The investment plan share is not a security.

53. The investment plan share value shall be determined in compliance with the following conditions:

53.1. at the end of each business day at the specific time, indicated in the plan prospectus (hereinafter – calculation moment) a fund manager shall calculate the value of the investment plan funds and the value of one investment plan share;

53.2. the value of an investment plan share shall be the relation of the value of the investment plan funds as at the calculation moment to the number of investment shares registered as at the moment of calculation; 

53.3. the investment plan funds shall be the share of the scheme funds that is managed in accordance with a specific investment plan, separately from other assets and other investment plan funds of a fund manager. The value of the investment plan shall be the difference between the value of assets and liabilities of the investment plan fund;

53.4. the value of the investment plan funds shall be expressed in lats with an accuracy of at least four figures after the comma, and it shall be calculated in accordance with the effective laws and regulations and provisions of the plan prospectus regarding valuation of assets and liabilities of the investment plan.  The value of an investment plan share as at starting moment of the investment plan shall be one lat; 

53.5. the value of an investment plan share shall be used for the calculation of the investment plan shares and for redemption, that is carried out during the period from the last calculation moment until the next calculation moment (hereinafter – calculation period). 

54. The investment plan shares shall be calculated in compliance with the following provisions:

54.1. a fund manager shall calculate the new investment plan shares by expressing the funds that are transferred from the agency’s account into the investment plan account with the holding bank, in shares of the investment plan (hereinafter – newly calculated investment plan shares); 

54.2. the newly calculated investment plan shares shall be the relation of the funds that are transferred from the agency’s account during one calculation period to the value of the investment plan share in the respective calculation period;

54.3. the number of investment shares shall be calculated with an accuracy of at least four figures after the comma.

55. The investment plan shares shall be redeemed in compliance with the following conditions:

55.1. a fund manager shall redeem the investment plan shares upon receiving from the agency a written order regarding redemption of the investment plan shares with an indication on the number of the investment plan shares to be redeemed ( hereinafter – investment plan shares to be redeemed). In such 

case a fund manager shall calculate the amount of money corresponding to the investment plan shares to be redeemed and shall transfer it to the agency’s account (hereinafter – transferable amount ); 

55.2. the transferable amount  shall be multiplication of the number of the investment plan shares to be redeemed specified in the order or orders received from the agency during one calculation period and the value of one investment plan share in the respective calculation period; 

55.3. a fund manager shall transfer the transferable amount to the account specified by the agency not later than within 3 (three) business days after receiving the order regarding redemption of the investment plan shares (except for cases referred to in sub-Clause 55.4 of these Regulations); 

55.4. if the agency, by one order or several orders within 1 (one) business day, requests a fund manager to terminate management of the funds in amount that exceeds 5% of the value of the investment plan funds, or by two or several orders, but within 1 (one) week, requests to terminate management of the funds in amount that in total exceeds 15% of the value of the respective investment plan funds, a fund manager shall have rights to transfer to the account specified by the agency the share of the funds that exceeds the mentioned percentage not later than within 10 business days after receiving the respective order of the agency. A fund manager as soon as possible but not later than within 3 (three) business days shall inform the agency about the expected time schedule for the fulfilment of its order; 

55.5. recalling of a previously submitted agency’s order regarding redemption of investment plan shares shall be possible if a fund manager has not yet started the fulfilment of the order, as well as upon mutual agreement of the agency and a fund manager. Where a fund manager has already started the fulfilment of the order and recalling it decreases the value of the investment plan or causes losses to a fund manager, the respective losses shall be covered by the agency. 

56. The investment plan shares shall be registered in compliance with the following conditions:

56.1. a fund manager shall create and maintain a register of investment plan shares, in which all and any activities with the investment plan shares shall be registered (calculation of the share value, calculation of new shares and redemption of shares). Form and maintenance procedure of the register shall be prescribed in an agreement; 

56.2. newly calculated investment plan shares shall be registered in the register of the investment plan shares not later than until the calculation moment that follows the calculation period, during which the funds are transferred to the account of the investment plan with the holding bank; 

56.3. not later than on the next business day after the newly calculated investment plan shares are registered, a fund manager shall send to the agency a confirmation, in which the received amount, date of transfer, number of registered shares, date and time of registration shall be specified, as well as the value of one investment plan share used in the calculation; 

56.4. redemption of the investment plan shares shall be registered in the register of the investment plan shares not later than until the calculation moment that follows the calculation period, during which the order of the agency regarding redemption of the investment plan shares has been received; 

56.5. not later than on the next business day after the redemption of the investment plan shares is registered a fund manager shall send to the agency a confirmation, in which the date and time shall be specified when the order regarding redemption of the investment plan shares has been received, number of the redeemed investment plan shares, the applied value of the investment plan share, date and time when the redemption of investment plan shares has been registered, as well as the amount to be transferred to the agency;

56.6. the agency shall create and maintain registers of all investment plan shares, in which data on transactions with investment plan shares shall be registered according to the confirmations received from fund managers after verification and comparing with the information disposed by the agency;  

56.7. the agency and a fund manager shall regularly, but not less than once a month verify the data of the registers of investment plan shares, as well as examine and avert all discovered non-conformities as soon as possible but not later than within 10 business days;

56.8. after receiving a confirmation referred to in sub-Clause 56.3 of these Regulations and registering it in the register of investment plan shares the agency shall distribute the newly calculated investment plan shares to the participants of the scheme and register them in the accounts of the scheme participants.  The newly calculated investment plan shares shall be added to the account of a scheme participant to the previously registered shares of the investment plan; 

56.9. the number of shares of an investment plan belonging to a scheme participant shall be calculated in proportion to the share of the scheme funds belonging to a scheme participant in the total amount of funds that was transferred to a fund manager in the respective calculation period and was used for the calculation of the new investment plan shares; 

56.10. after receiving the confirmation referred to in sub-Clause 56.6 of these Regulations and the transferable amount the agency shall register redemption of the investment plan shares in the register of investment plan shares and redeem (write-off) the shares of the investment plan in the accounts of the scheme participants; 

56.11. the amount of investment plan shares in the register of the investment plan shares of the agency at the end of the business day shall correspond with the amount of the investment plan shares in the accounts of the scheme participants. The agency shall regularly, but not less than once a month verify the data of the register of investment plan shares with the data of the scheme participants’ accounts, as well as examine and avert all detected non-conformities as soon as possible but not later than within 10 business days.

57. A fund manager shall have an obligation to reimburse for losses to the scheme participants caused by its employees due to fraud, thievery, negligence or other criminal activity. In such cases the agency shall be reimbursed with the amount that the agency shall distribute to accounts of the scheme participants who have incurred the losses, and later shall transfer to respective accounts of the investment plan for the calculation of the new investment plan shares. The newly calculated investment plan shares shall be registered in accounts of the scheme participants in accordance with the procedure prescribed in Clause 49 of these Regulations. 

58. The procedure for the calculation, redemption and registration of investment plan shares prescribed in these Regulations shall be complete.  No other activities that change the number of investment plan shares shall be allowed (except for the reorganization cases of an investment plan prescribed in laws and regulations).

59. Where in the cases prescribed in laws and regulations:

59.1. the contribution object is reduced, contributions calculated from which the agency has transferred for management to a fund manager, the agency within 5 (five) business days after receiving the respective information shall give an order to a fund manager regarding redemption of the respective number of investment plan shares and transfer of money to the special budget of the State pensions;

59.2. the contribution object is increased, the contributions calculated from which the agency has transferred for management to a fund manager, the agency shall transfer the respective contributions to a fund manager in accordance with Clause 56 of these Regulations.

60. The funded pension capital of a scheme participant (share of the scheme funds belonging to a scheme participant) may be transferred for management to a fund manager and in such case shall be expressed in the investment plan shares or transferred to the account of the agency (in case of change of the fund manager, request of the State old age pension (hereinafter – old age pension) or death of a participant) and in such case shall be expressed in lats. 

61. The Agency shall ensure that the funded pension capital, expressed in investment plan shares, could be expressed in lats at any time. The value of the funded pension capital in lats shall be calculated as the multiplication of the investment plan shares registered in the account of a scheme participant with the value of one investment plan share in the respective calculation period.

62. In order to determine the value of the funded pension capital, once a day a fund manager shall submit to the agency information on values of the investment plan shares managed by it. 

63. The agency shall ensure the accounting of the following information about each participant of the scheme in the account of a participant:

63.1. information that allows identifying a scheme participant (personal code (for persons who do not have personal code – other identification number),given name and surname, date of birth and residence address); 

63.2. information about participation in the scheme (date the participation in the scheme was started, given name of the selected fund manager and investment plan, date when the participation in the scheme was terminated and the selected funded pension capital disbursement method); 

63.3. information on contributions made (contribution object, rate of the contributions made in the scheme, contributions made in the scheme and the date they are registered in the account of a participant); 

63.4. information on the administration expenses of the agency’s scheme (scheme administration expenses of the agency attributed to a scheme participant, type of expenses, their rate and date the mentioned expenses are withheld); 

63.5. information on the transfer of contributions to a fund manager (date, when the contributions have been transferred to a fund manager, number of the newly calculated investment plan shares and the value of one investment plan share); 

63.6. information on the following transactions with the funded pension capital: transfer of the funded pension capital if the fund manager has been changed, old age pension requested or a scheme participant has died (separately for each transaction – type of transaction, date, name of the fund manager and the investment plan, number of the calculated or redeemed investment plan shares, value of one investment plan share and the funded pension capital).

64. The agency shall ensure that the following information is sent to each participant of the scheme:

64.1. not later than 4 (four) months before the end of the calendar year – account statement for the year, specifying:

64.1.1. name of the fund manager and the investment plan, amount and value of the investment plan shares registered in the account of the scheme participant, as well as funded pension capital at the beginning of the year; 

64.1.2. information about contributions made to the scheme during the year (contributions made to the scheme and date they have been registered in the account of a scheme participant); 

64.1.3. information on the administration expenses of the agency’s scheme (scheme administration expenses of the agency attributed to a scheme participant, type of expenses, their rate and date the mentioned expenses are withheld); 

64.1.4. information on the transfer of the scheme funds to a fund manager (date the scheme funds are transferred to a fund manager, number of the newly calculated investment plan shares and value of one investment plan share); 

64.1.5. information about transactions with the funded pension capital referred to in sub-Clause 63.6 of these Regulations (type of transaction, date, name of the fund manager and the investment plan, number of the calculated or redeemed investment plan shares, value of one investment plan share and the funded pension capital); 

64.1.6. name of the fund manager and the investment plan, number and value of the investment plan shares registered in the account of a scheme participant, as well as the funded pension capital at the end of the year; 

64.2. within 5 (five) business days after the conclusion of the transaction with the funded pension capital referred to in sub-Clause 63.5 of these Regulations – account statement for each type of transaction with the funded pension capital, specifying the original and final date of the transaction, name of the fund manager and the investment plan, the value of the investment plan shares and the number of the calculated or redeemed investment plan shares as well as the funded pension capital in the beginning and at the end of each transaction;

64.3. upon request of a scheme participant not later than within five business days after receiving the request – account statement for the time period selected by the participant, but not more than for the last 12 months, providing the information referred to in sub-Clause 64.1 of these Regulations.

65. The agency shall send the information referred to in Clause 64 by mail to the address of a scheme participant disposed by it, but a scheme participant shall have rights to specify another address as well as to select another way for receiving the information (from the ones offered by the agency) or to refuse receiving the information by submitting a respective application to the agency. In regard to receipt of the information referred to in sub-Clause 64.1 of these Regulations scheme participants shall submit an application to the agency by 1st March of the respective year.

VI. Disbursement of the Funded Pension Capital when Terminating Participation in the Scheme

66. After the application of a scheme participant is received regarding the adding of the accumulated funded pension capital to non-funded pension capital that is necessary for calculation (re-calculation) of the old age pension, or information about the death of a scheme participant, the agency, not later than within 5 (five) business days, shall give an order to a fund manager to transfer the funded pension capital of a scheme participant to an account specified by the agency.  

67. After confirmation of a fund manager is received regarding the fulfilment of the task referred to in Clause 66 of these Regulations and the respective information is registered in the account of a scheme participant, but not later than within the time period referred to in sub-Clause 64.2 of these Regulations, the agency together with the notification regarding transaction with the funded pension capital shall send to the scheme participant the information about the forecasted amount of the old age pension the scheme participant could receive, taking into account the non-funded pension capital pursuant to the Law on State Pensions, the amount of the forecasted old age pension the scheme participant could receive by selecting to add the funded pension capital to non-funded pension capital, and the forecasted amount of monthly payments that the respective age participant could receive at the existing funded pension capital from the insurance companies, if he or she selected to acquire an insurance policy (life pension) for the funded pension capital. At the same time the agency shall provide the scheme participant with general information about the procedure a scheme participant can acquire the mentioned policy. 

68. If a scheme participant requests to add the funded pension capital to non-funded pension capital for the calculation (re-calculation) of the old age pension, the agency shall ensure transfer of the respective amount to the special budget of the State pensions and calculate (re-calculate)the old age pension in accordance with the Law on State Pensions.

69. If a scheme participant decides to acquire a life assurance (life pension) policy for the funded pension capital: 

69.1. the scheme participant shall turn to the selected life assurance company(companies), where after agreeing on the insurance provisions a draft  life assurance (life pension) contract shall be prepared and confirmed by the signatures of the scheme participant and the assurance company. Then the scheme participant shall submit the draft contract to the agency;

69.2. not later than within 10 business days after receiving the draft contract referred to in sub-Clause 69.1 of these Regulations the agency shall conclude a life assurance contract (life pension) with the assurance company selected by the scheme participant, send one copy of the mentioned contract to the scheme participant and the assurance company, as well as shall transfer the funded pension capital of the scheme participant to the respective life assurance company; 

69.3. if a scheme participant after consulting with the insurance companies still selects to add the funded pension capital to the non-funded pension capital and submits a respective application to the agency or within 6 (six) months after submitting an application regarding granting of the old age pension does not inform the agency about his or her selection of a specific life assurance company, that shall be considered the choice to add the funded pension capital to non-funded pension capital, the agency shall act in accordance with the procedure prescribed in Clause 68 of these Regulations.

70. The agency shall conclude contracts with the insurance companies that are licensed for offering and selling life assurance (life pension) policies in accordance with the prescribed procedure to the scheme participants, in which the procedure for the purchase of a life assurance (life pension) policy and mutual exchange of information shall be specified, including the procedure according to which the agency calculates the forecasted monthly payments referred to in Clause 67 of these Regulations,  the respective age participant at the existing funded pension capital could receive from the insurance companies, if he or she chose to acquire an insurance policy (life pension) for the funded pension capital. The agency and a life assurance company may additionally also include in the specified contract other provisions.

71. When concluding and fulfilling contracts with potential life assurance companies, the agency shall ensure on behalf of the scheme participants the same (equal) treatment and requirements to all life assurance companies. It shall be forbidden to the agency, its officials and employees to provide the scheme participants and third parties with any recommendations, opinions and proposals regarding activity of any insurance company, its possible advantages or disadvantages, as well as it shall be forbidden to carry out any other activities that are or could be in conflict with the fair competition principles of insurance companies. 

72. If a scheme participant has died, after receiving a confirmation from a fund manager regarding fulfilment of the task referred to in Clause 66 of these Regulations and the respective information is registered in the account of a scheme participant, the agency shall ensure transfer of the respective amount to the State pension budget and shall take it into consideration when calculating the survivor’s pension in accordance with the Law of State Pensions, where the funded pension capital transferred to the special budget of the State pensions is considered the funded pension capital on the day of the scheme participant’s death.

73. If contributions of a scheme participant for the time period until the pension requesting day are registered after the submission day of the application regarding granting the pension, they shall be taken into account when calculating the non-funded pension capital.

VII. The Procedure, According to which Expenses of the Agency for the Administration of the Scheme are Covered, and Maximum Amount of the Scheme Administration Expenses

74. The expenses of the agency for the administration of the scheme shall be covered from the deductions the agency withholds from the contributions of the scheme participants. 

75. The maximum amount of the deductions shall not exceed 2.5% of the annual contribution amount of each scheme participant.

VIII. Closing Provisions

76. The requirements referred to in sub-Clauses 12.4, 18.1.3, 18.1.4, 18.1.7 and 26.1.3 of these Regulations as well as sub-Clauses 3.4 and 3.5.1 of the Appendix of these Regulations shall not be applied in relation to the State Treasury.

77. In 2003 the account statement for the year shall be sent by the agency to each participant of the scheme not later than until 1 August 2003, providing the information referred to in sub-Clause 64.1 of these Regulations.

78. Clause 74 of the Regulations shall come into effect on 1 January 2004. Until 31 December 2003 the expenses of the agency for the administration of the scheme shall be covered from the funds of the special budget of the State pensions. 

79. If the information on the fund manager or the holding bank included in Section “Investment Plan Management” of the State Treasury plan prospectus changes, the fund manager not later than within 5 (five) business days shall inform the agency in writing about respective changes and shall submit to the agency amendments or supplements to the plan prospectus or a new reading of the plan prospectus.

80. Requirements referred to in sub-Clause 14.1.2 of the Regulations shall be applied to the State Treasury in compliance with the following procedure – The State Treasury shall submit monthly reports on the management of the funded pension capital to the agency not later than within 15 business days after the end of the respective reporting year, but audited annual accounts on the management of the funded pension – not later than within 2 (two) months after the audit.

81. To declare the Cabinet Regulations No.254 “Regulations on Operation of the State-funded Pension Scheme” of 12 June 2001 (Latvijas Vestnesis, 2001, No.97) invalid.

Prime Minister 





E.Repse

Minister of Finance 





V.Dombrovskis

Appendix

to the Cabinet Regulation No. 272 

of 27 May 2003

(With amendments, made by the Cabinet Regulations No.487 of 18 May 2004)

CONTRACT

regarding the management of the State funded pension scheme funds

       Riga

       (date)

       State social insurance agency, registered,

       (register name and date)

       Registration No.   , legal address

       (hereinafter – the Agency), represented by 

 (given name, surname, personal code)

 acting pursuant to          

       (document name)

from one side,
and

           , legal address

         (name)

       (hereinafter – the Fund manager), represented by 

       (given name, surname, personal code)      

        acting pursuant to   ,

        (document name)

from the other side,

hereinafter – Parties, 

on the basis of Clause 3 of paragraph 1 of Section 10 of the Law on State Funded Pensions and Cabinet Regulations No.272 of 27 May 2003 “Regulations on Operation of the State-funded Pension Scheme”, have concluded the following contract regarding management of the State funded pension scheme (hereinafter – scheme) funds (hereinafter – Contract).

1. Subject of the Contract

1.1. The Agency shall assign and the Fund manager shall undertake, starting from __ ________ 200__, as a careful owner to manage the scheme funds – contributions made, prospective fruits and other assets (hereinafter – Funds) in accordance with the requirements of laws, other laws and regulations and this Contract, in a way the scheme participants and other fund managers, having the same level of experience and skills, and having the same information available that is available to the Fund manager in the specific circumstances, would supposedly choose and act in the respective case in order  to carry out the management of the Funds (any share thereof)  in long-term in the most favourable way – retaining the value of the capital and gaining as big as possible fruits.

1.2. The Agency shall not have the obligation to ensure transfer of any specific amount of money or other property for the management within specific terms, and the Fund manager shall not have rights, on the basis of the Contract, to request it from the Agency.

2. Validity Period of the Contract

2.1. The Contract shall come into effect from the day it is signed and shall be valid until __ ____________ 200__ (inclusive).

2.2. If none of the Parties notifies the other Party regarding termination of the Contract at least 45 business days before the expiry of the Contract, the validity period of the Contract shall be prolonged for the next __ years. 

2.3. Expiry of the Contract shall not release the Fund manager from the proper fulfilment of its liabilities it has undertaken according to the Contract.

2.4. The Contract may be terminated prior to its expiry: 

2.4.1. upon the written agreement of the Parties; 

2.4.2. by initiative of the Fund manager, notifying the agency about that at least 4 (four) months in advance; 

2.4.3. if the Financial and Capital Market Commission (hereinafter – the Commission) revokes the special permit (licence) issued to the Fund manager for operation of an investment company or the special permit (licence) for the management of funds of the scheme.

3. Fund Investment Provisions

3.1. It shall be allowed to the Fund manager to invest the Funds or any share thereof managed by it pursuant to this Contract in accordance with the requirements of the effective laws and regulations, regulations on the scheme fund investment prescribed in the Law on State Funded Pensions and the provisions specified in the investment plan prospectuses. 

3.2. The Agency shall assign and the Fund manager shall undertake to carry out the Fund investment and management in ______ (__) investment plans, moreover in each investment plan separately from other assets and with one certain investment policy in accordance with the appendices No. 1a, 1b and 1c (investment plan prospectuses) of this Contract. 

The prospectuses of the investment plans (appendices No. 1a, 1b and 1c) shall be an integral part of this Contract. 

3.3. The Fund manager shall have the right to freely, at own discretion to choose and change the investment type, terms and other conditions of the Funds or any share thereof in compliance with the requirements of the effective laws and regulations, regulations on the investment of the scheme funds prescribed in the Law on State Funded Pensions and the provisions specified in the investment plan prospectuses. 

3.4. The Fund manager shall have rights to prepare and offer new Fund management and investment provisions that shall be valid from the day they are drawn up, as amendments to this Contract – prospectuses of the new investment plans- approved by the Commission, as integral part - appendices No. 1d, 1e and 1f – of this Contract.

3.5. It shall be forbidden to the Fund manager when concluding transactions with the Funds or any share thereof: 

3.5.1. to conclude transactions where the Fund manager or its employees as authorized persons (attorneys, deputies) at the same time represent the other party of the transactions; 

3.5.2. to alienate the managed Funds pursuant to contracts that provide for deferring the payment by more than 5 (five) business days; 

3.5.3. encumber the managed Funds, securing the fulfilment of own or third party liabilities;   

3.5.4. to place the managed Funds or any share thereof in time deposits for the benefit of any third parties; 

3.5.5. to lend the managed Funds or any share thereof to the Agency or any other person. 

4. Termination of the Fund Management 

4.1. The Agency shall have rights to request in writing the Fund manager to terminate management of the Funds or any share thereof, and give a written order to the Fund manager to transfer the Funds or any share thereof to an account specified by the Agency. The Agency shall be responsible for the conformity of such order to the requirements of laws and regulations.

4.2. The Fund manager shall fulfil the orders of the Agency regarding termination of the Fund management and transfer of the Funds to the account specified by the Agency not later than within 3 (three) business days after receiving the respective order, except for cases referred to in Clause 4.3 of this Contract.

4.3. If the Agency requests the Fund manager to terminate within 1 (one) business day the management of Funds in amount that exceeds 5% of the value of respective investment plan Funds, or requests to terminate within one week the management of Funds in amount that exceeds 15% of the value of the respective investment plan Funds, the Fund manager shall have rights to transfer the share of the Funds that exceeds the mentioned percentage to the account specified by the Agency not later within 10 business days after receiving the respective order of the Agency, besides, the Fund manager shall inform the Agency about the expected time schedule of the order fulfilment as soon as it is possible by reasonable means, but not later than within 3 (three) business days.

4.4. Recalling of an order submitted by the Agency regarding termination of the Fund management shall be possible, if the Fund manager has not yet started fulfilment of the order, as well as upon agreement of the Agency and the Fund manager. If the Fund manager has started the fulfilment of the order and recalling it would decrease the value of the investment plan or cause losses to the Fund manager itself, the respective losses related to recalling of the order shall be covered by the Agency.

5. Obligations of the Fund Manager 

5.1. The Fund manager:

5.1.1. shall manage and invest the Funds and any share thereof in accordance with the provisions of Section 3 of this Contract, in compliance with the investment diversification principle and ensuring adequate liquidity of the investments so that the orders of the Agency regarding termination of the Fund management are fulfilled within terms prescribed in Section 4 of this Contract;

5.1.2. shall follow the information submitted by the Agency regarding authorities and signature samples of those persons, who have rights to give orders on behalf of the Agency to the Fund manager; 

5.1.3. shall at own expense create and maintain during the whole validity period of this contract in _________ form register of each investment plan shares, registering in it all and any transactions with the investment plan shares (calculation of the share value, calculation of new shares, redemption of shares); 

5.1.4. in cases and terms prescribed in this Contract shall fulfil without delay the written orders of the Agency regarding the termination of the Fund management and money transfers, ensuring and requesting from the holding bank execution of the payment orders so that not later than within the time periods prescribed in Clauses 4.2 and 4.3 of this Contract the money is transferred to the account specified by the Agency; 

5.1.5. when managing the Funds shall carry out all activities that are reasonably required for the fulfilment of this Contract; 

5.1.6. without hesitation but not later than until next business day 10.00 o’clock shall inform the Agency and the Commission about each case when the holding bank does not fulfil or fulfils inappropriately the obligations prescribed in the holding bank contract; 

5.1.7. shall submit to the Agency reports on all types of income or compensations, the Fund manager receives for the management of the Funds or any share thereof; 

5.1.8. immediately, but not later than until next business day 10:00 o’clock shall inform the Agency in writing about any known to the Fund manager:

5.1.8.1. a condition that may significantly negatively affect the value of the Funds or any share thereof; 

5.1.8.2.a  condition or event that has occurred or could occur in the foreseeable future and because of which the Fund manager can not completely or partly fulfil the obligations prescribed in this Contract; 

5.1.9. if the information on the fund manager or the holding bank included in Section “Investment Plan Management” investment plan prospectus changes, not later than within 5 (five) business days after approving the changes at the Commission shall inform the Agency about that in writing and shall submit to the Agency amendments or supplements to the investment plan prospectus or a new reading of the plan prospectus.

6. Obligations of the Agency

6.1. The Agency shall ensure on behalf of the participants of the scheme equal attitude and requirements to the Fund manager and all other fund managers thereby facilitating the possibility for the Fund manager to carry out its activity in the Fund management under conditions of free and fair competition.

6.2. The Agency shall ensure that at each branch of the Agency any participant of the scheme upon his or her request has the possibility to get acquainted with the following documents the Fund manager has submitted to the Agency:

6.2.1. all prospectuses of the investment plans; 

6.2.2. the latest annual and monthly reports on the management of the funded pension capital; 

6.2.3. the latest statements on the quarterly results of each investment plan.

7. Rights of the Agency

7.1. If the Agency believes that the Fund manager has violated the requirements of laws and regulations, this Contract or the holding bank contract, it shall have rights to initiate the audit of the Fund manager's activities in relation to management of the Funds and fulfilment of this Contract, assigning a certified auditor at own expense for conducting the audit. If during such audit violations are discovered in the activities of the Fund manager in relation to the management of the Funds, the Fund manager shall reimburse the Agency in full for its expenses for the conduction of the audit, including remuneration to the certified auditor.

8. Holding Bank

8.1. Before concluding this Contract the Fund manager has concluded the holding bank contract, one copy of which it has submitted to the Agency and one to the Commission. The Agency shall confirm that it has gotten acquainted with the concluded holding bank contract and that the content of it is understandable to the Agency. 

8.2. The Fund manager shall have rights, in compliance with the provisions of the Contract, at own discretion to select and change the holding bank, if it meets the holding bank criteria prescribed in laws and regulations.

8.3. The Fund manager shall have an obligation not later than within 3 (three) business days after the conclusion to submit to the Agency and the Commission one copy to each of all and any amendments and supplements to the holding bank contracts, if during the validity period of this Contract such are concluded due to any reasons, as well as 1 (one) copy to each of the contract with the new holding bank selected by the Fund manager (with all and any further amendments and supplements to it).

8.4. If the Fund manager selects another holding bank or makes amendments and supplements to the holding bank contract, the Fund manager shall conclude a contract with the newly selected holding bank, and make amendments or supplements to the contract by providing for that they shall come into effect not sooner than in 5 (five) business days after submitting their copies to the Agency and the Commission, except for the case referred to in Clause 8.5 of the Contract. 

8.5. If the Commission revokes or suspends permits (licences) issued to the selected holding bank for intermediary activities on the security market or for operation of a credit institution, or prohibits the provision of financial services that are necessary for the fulfilment of the holding bank functions, or if the Commission, in other cases, prescribed in laws and regulations, gives an order to change the holding bank, the Fund manager shall have an obligation, as soon as possible by reasonable means, but not later than on the next business day to select another holding bank and conclude a respective contract with it, as well as agree with the Commission on the procedure for the Fund transfer to the newly selected holding bank, if it is not possible to fulfil the procedure prescribed in the holding bank contract due to any reasons. The Fund manager shall have an obligation, in terms prescribed in Clause 8.3 of this Contract, to submit to the Agency and the Commission one copy of the contract concluded with the newly selected holding bank (with all and any further amendments and supplements to it).

8.6. The Fund manager in compliance with the provisions prescribed in the investment plan prospectus shall undertake to pay any remuneration and reimbursement for expenses to the holding bank, if it is prescribed in the holding bank contract. 

8.7. The Agency shall not have an obligation to pay to the holding bank any remuneration or compensations for the expenses of the holding bank.

9. Confirmations and Guarantees of the Fund Manager

9.1. The Fund manager shall confirm and guarantee that when signing this Contract and during its validity the Fund manager will ensure that: 

9.1.1. all and any obligations of the Fund manager prescribed in this Contracts are fulfilled by highly qualified and properly trained, certified and experienced staff. The list of the mentioned staff (employees and officials who manage the Funds and conclude transitions with them) is submitted to the Agency before this Contract has been concluded, besides the Fund manager will inform the Agency in writing about all and any changes in this staff list not later than within 3 (three) business days;

9.1.2. all technical and technological resources and equipment that are or could be necessary in order to timely and in high quality fulfil the obligations of the Fund manager prescribed in laws and regulations and this Contract, is at its disposal.

10. Liability of the Parties 

10.1. Each of the Parties shall have an obligation to reimburse in full extent the other party for all losses and expenses caused by the guilty Party, its employees or officials.

10.2. The Fund manager shall have an obligation to reimburse in full extent the scheme participants for all losses caused by the Fund manager, its employees or officials by violating the provisions of this Contract. In such cases total amount of losses shall be paid to the Agency. 

10.3. The Fund manager shall not be responsible for losses caused:

10.3.1. by market fluctuations and market risks, if the Fund manager has properly fulfilled its obligations in management of the Funds or any share thereof, prescribed in laws and regulations and this Contract; 

10.3.2. by fulfilling the Agency’s order regarding termination of the management of the Funds or any share thereof and regarding transfer of the respective amount to the accounts specified by the Agency, where such orders of the Agency are drawn up in accordance with the provisions of this Contract; 

10.3.3. if the Agency does not notify or does not notify timely the Fund manager about the appointment, suspension of its authorized persons or scope of authorities;

10.3.4. by force majeure circumstances that, if all provisions of this Contract are properly fulfilled, could neither be predicted nor prevented by the Fund manager by reasonable means.

10.4. If the Fund manager does not ensure itself or does not request from the holding bank proper fulfilment of the Agency’s orders regarding the transfer of money in terms prescribed in Clause 4.2 and 4.3 of this Contract, the Fund manager, in case prescribed in Clause 4.2 of this Contract, starting from the fourth business day after receiving the respective order from the Agency, but in cases referred to in Clause 4.3 of this Contract, starting from the eleventh business day after receiving the respective order from the Agency, shall pay to the Agency a penalty in amount of 0.1% of the outstanding amount for each day delayed. 

11. Remuneration for the Fund Management

11.1. The Fund manager shall have rights to receive remuneration for the management of the Funds. Remuneration for the management of the Funds shall be fixed in per cent from each investment plan assets and shall include remuneration to the Fund manager, as well as compensation for the expenses of the Fund manager for services of the holding bank, certified auditors and other third parties that may be necessary in relation to the fulfilment of the Contract, except for the tasks referred to in Clauses 11. and 11.3 of this Contract.  Specific amounts of remuneration, as well as the procedure for their calculation and withholding shall be set in the investment plan prospectuses (prospectuses) that are Appendices No. 1a, 1b and 1c of this Contract. 

11.2. Expenses that are directly related to the transaction with the Funds (for example, taxes and fees of stock exchange, brokers, and banks) shall be applied to each specific transaction.

11.3. Tax and fee payments that are made in relation to the investment plan assets shall be covered directly from the assets of these investment plans.

12. Confidentiality 

12.1. The Parties shall undertake during the  validity period of this Contract and for two years after expiry of the Contract not to disclose, as well as to ensure, that their officials and employees do not disclose the confidential information, that became known to it during fulfilment of this Contract or in relation to it, except for cases, where:

12.1.1. disclosing the information is mandatory in accordance with the requirements of laws or other regulations; 

12.1.2. both Parties have agreed in writing on disclosing the information.  

12.2. Any written or oral information, including (but not only) technical, technological, financial and legal information that is not public shall be considered by the Parties confidential information in accordance with this Contract. Liabilities of confidentiality shall retain their power even when the Parties terminate the validity of this Contract, irrespectively of reasons and legal justification of such termination.

13. Accounting

13.1. Funds of each investment plan shall be registered separately from other funds owned and managed by the Fund manager.

13.2. For conclusion of transactions with the Funds, accounting, information and reports the Parties shall use the accounting unit – a share of the investment plan that shall be calculated and the value of which shall be set in accordance with the Regulations No.272 of 27 May 2003 “Regulations on Operation of the State-funded Pension Scheme”. 

14. Reports and Statements

14.1. The Fund manager at its own expense shall prepare and submit to the Agency the following documents: 

14.1.1. investment plan prospectuses (Appendices No. 1a, 1b and 1c of the Contract) - 

____________ (____) copies – not later than within ____ (___) business days after signing this Contract; 

14.1.2. monthly report of the Fund manager that shall be prepared for the position as at 31 March, 30 June and 30 September, and annual accounts on management of the funded pension capital - ______ ( _____ ) copies – not later than within five business days after submitting the respective report to the Commission; 

14.1.3. Statement of the Fund manager on quarterly results of the investment plans - _____ (_____) copies – not later than within 20 business days after submitting the monthly report that is prepared for the status as at 31 March, 30 June, 30 September and 31 December to the Commission. 

14.2. Every business day not later than until 9.00 o’clock the Fund manager shall submit to the Agency information about the value of all investment plan shares managed by the Fund manager on the previous business day, as well as about funds that have been received on the previous business day from the Agency, and about funds that have been transferred on the previous day to the Agency on its assignment.

14.3. Reports and information prepared by the Fund manager shall give true and clear view on the managed Funds (for each investment plan) and their management during the reporting period.

14.4. The Parties shall undertake not less than once a ____________ to verify information of the register of the investment plan shares maintained by the Fund manager and information of the respective investment plan share registered at the Agency, as well as to investigate and as soon as possible, but not later than within ten (10) business days to eliminate all discovered unconformities. 

15. Auditors and Audits

15.1. The Fund manager shall ensure audit of its activity in the Fund management in accordance with the requirements of laws and regulations and International Standards on Auditing. 

15.2. The Fund manager shall ensure that the accounting records and other information in relation to this Contract – on Fund management, gained fruits, remuneration and expenses in all cases, when the Agency implements rights referred to in Clause 7.1 of this Contract to conduct the audit of the activity of the Fund manager, - is freely available to certified auditors, as well as it shall ensure the necessary co-operation and provision of explanations of the officials and employees of the Fund manager and the holding bank to the certified auditors, who conduct such audit in relation to the Fund management. 

16. Provisions for Authorization 

16.1. The Agency shall have rights during all the validity period of this Contract to assign and recall unrestrictedly its authorized persons who have rights to give orders to the Fund manager on behalf of the Agency regarding fulfilment of the obligations prescribed in this Contract.  Information about all assigned authorized persons, their signature samples, regulations regarding the number of authorized persons that shall sign the Agency's orders, as well as information on the scope of authorities of each assigned authorized person shall be respectively drawn up by the Agency and submitted to the Fund manager.

16.2. The appointment and suspension of the authorized persons of the Agency shall be binding on the Fund manager from the moment the respective information and extract of the order of the Agency’s Director regarding appointment or suspension of the authorized persons is submitted to the Fund manager. Time of submission of information regarding appointment or suspension of the authorized persons to the Fund manager shall be fixed by specifying the submission date and time with accuracy up to one minute.

16.3. Orders of the Agency regarding termination of the management of the Funds (their share) and money transfer to the accounts specified by the Agency shall be fulfilled by the Fund manager if they are signed by the authorized persons of the Agency.

16.4. Before fulfilling the orders of the agency the Fund manager shall make sure if they meet the provisions of Clause 16.3 of this Contract, and shall verify the signatures of persons who signed the orders with the sample signatures of the authorized persons of the Agency submitted to the Fund manager. 

17. Information Exchange Procedure

17.1. All and any request, confirmation, notice or any other type of notification the Parties provide to each other in relation to the fulfilment of this Contract shall be prepared and sent in accordance with the appendix of this Contract – agreement of the Parties on the Information Exchange Procedure.

18. Non-Fulfilment of the Provisions of the Contract

18.1. Each Party shall have rights to notify the other Party that provisions of this Contract are not being fulfilled, if it believes that the other Party does not put enough effort in order to achieve the goals set in the Contract, or does not fulfil any of the obligations prescribed in this Contract.

18.2. The Party that believes that provisions of this Contract are violated, shall notify the other Party in writing not later than within 5 (five) business days from the day the believed violation of the Contract has occurred or it has become known to the Party.

18.3. The Party that has violated the provisions of the Contract may at own discretion eliminate the violation, satisfying the requirements of the Party that has notified about the violation. The Parties shall agree to co-operate in such situations in a rational manner and put maximum effort in order to prevent any violation, including making available any accounting records and their source documents that would be requested by the other Party in relation to the fulfilment of this Contract and the permitted violation, as well as to carry out all legal activities that are reasonably necessary in order to prevent the violation of the Contract. 

18.4. If disputes and disagreements ensuing from this Contract or in relation to it, or in relation to the believed non-fulfilment of the provisions of this Contract are not settled within 10 business days after the day the notification referred to in Clause 18.2 of this Contract is submitted, the Parties shall have rights to bring this dispute to the court of the Republic of Latvia according to jurisdiction.  

19. Other Provisions

19.1. Division of this Contract text into Clauses, sub-Clauses and sections, as well as their titles shall not affect importance and legal power of the text, but are used only for the convenience and clearness purposes.  

19.2. If any of the provisions of the Contract or their part becomes invalid or infeasible due to reasons the Parties can not prevent by reasonable means, it shall not affect validity and validity period of the other provisions of this Contract. 

19.3. The parties shall agree in good faith on the necessary and reasonable amendments and supplements to the Contract, including in relation to changes in laws and other regulations, if it will become necessary for the fulfilment of the subject of this Contract or for ensuring legal interests of the Parties. Any amendments or supplements to this Contract shall be drawn up in writing. Decision on agreement on amendments to the Contract shall be made by the Agency after agreeing on the draft amendments with the Fund manager. If the amendments to the Contract are related to changes in information provided in the investment plan prospectus, the Agency shall make a decision to conclude an agreement on the amendments to the Contract after receiving a notification of the Commission regarding registration of the investment plan prospectuses.

19.4. In all cases when in accordance with the provisions of the Contract a Party needs an agreement of the other Party, such agreement shall not be denied without a justified reason.

19.5. The Contract is drawn up and signed in three copies – one copy to each of the Parties and one copy shall be submitted to the Commission. Each copy of the Contract is on _____ pages. The Contract includes the following _______ (___) appendices (total on ___ pages):

19.5.1. investment plan prospectuses;

19.5.2. 

agreement on the expense cover procedure; 

19.5.3. agreement on the information exchange procedure; 

19.5.4. _________________________.

       On behalf of the Agency



On behalf of the Fund manager

       (signature and print name)


 (signature and print name)

Minister of Finance

V.Dombrovskis

