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Decision of the Board of the Financial and Capital Market Commission 

No.58

(minutes No. 10 p. 6)

Riga, 19 March 2004

Regarding approval of the recommendations to investment brokerage companies and credit institutions for seeking THE cooperation of financial instrumentS market participants OF OTHER STATES

The Board of the Financial and Capital Market Commission (address – Kungu iela 1, Riga, LV-1050) d e c i d e s:

1. To approve the Recommendations to Investment Brokerage Companies and Credit Institutions for Seeking the Cooperation of Financial Instruments Market Participants of Other States (in the appendix).

2. To set that Clause 1.3.2 of these Recommendations shall be applied after the Law on Settlement Finality in Payment and Financial Instrument Settlement Systems comes into effect.

Chairman of the Financial and

Capital Market Commission



                                                 U. Cerps

recommendations to investment brokerage companies and credit institutions for seeking the cooperation of financial instruments market participants of other states

1. GENERAL PROVISIONS

1.1. The Financial and Capital Market Commission (hereinafter – the Commission) has prepared the Recommendations to Investment Brokerage Companies and Credit Institutions for Seeking the Cooperation of Financial Instruments Market Participants of Other States (hereinafter – the Recommendations) so that fulfilling the functions referred to in Clause 5 of the Law on the Financial and Capital Market Commission, the purpose of which is protection of the interests of investors and promotion of the financial and capital market development and stability, to provide recommendations on minimum information it is recommended to obtain for an investment brokerage company or a credit institution before seeking the cooperation of financial and capital market participants of other states regarding the selected participant of the financial and capital market of another state.

1.2. The Recommendations shall be applied to the investment brokerage companies and credit institutions that provide investment services and ancillary investment services in the Republic of Latvia.

1.3. For the purpose of these Recommendations a financial instruments market participant of another state (hereinafter – cooperation partner) shall be regarded: 

1.3.1. as a person of another state, that is allowed in its country of origin to provide investment services and investment ancillary services or register and record financial instruments (financial instrument depository etc.), to ensure financial instrument and money settlements in financial instrument transactions or to organize the regulated market (regulated marker organizer), and with which it is necessary for an investment brokerage company or credit institution to cooperate, or services provided by which it is necessary to use for the fulfilment of a client's order for the conclusion of financial instrument transactions or holding of the financial instruments of a client;

1.3.2. as a person, who in accordance with the Law on Settlement Finality in Payment and Financial Instrument Settlement Systems is a participant of the system defined in the mentioned law and with whom it is necessary to cooperate for an investment brokerage company or credit institution, or services provided by whom it is necessary to use. 

1.4. Cooperation with a cooperation partner shall be started if an investment brokerage company or a credit institution needs to use the services provided by the cooperation partner for the fulfilment of a client’s order for the conclusion of a financial instrument transaction or holding of financial instruments of a client. 

1.5. Other terms used in the Recommendations correspond to terms and explained notions used in the Financial Instrument Market Law.   

2. INFORMATION TO BE OBTAINED ABOUT A SERVICE PROVIDER

2.1. Before starting cooperation an investment brokerage company or a credit institution shall obtain at least the following information about the selected cooperation partner:

2.1.1. the legal status of the cooperation partner (about registration of the cooperation partner in its country of origin, form of its entrepreneurship, or whether the cooperation partner has a legal person status etc.) in the country of origin of the cooperation partner; 

2.1.2. whether the cooperation partner needs a permit (licence) issued by a State institution for providing services in the financial instrument market in its country of origin and whether the cooperation partner has received it; 

2.1.3. whether the cooperation partner is subject to the State supervision as a participant of the financial instrument market in its country of origin; 

2.1.4. about the services and products offered by the cooperation partner, including about the procedure for the conclusion and fulfilment of financial instrument transactions; 

2.1.5. about the protection or guarantee system of investors, a part of which is the cooperation partner; 

2.1.6. about financial instrument and money recovery possibilities and the procedure in case of insolvency or liquidation of the cooperation partner; 

2.1.7. about financial instrument accounting principles at the cooperation partner;

2.1.8. about conditions for the transfer and registration of the  property rights of investors to financial instruments; 

2.1.9. about the status of the account opened for holding of financial instruments by an investment brokerage company or credit institution with the cooperation partner (possibilities of an investment brokerage company or a credit institution to open a financial instrument account for holding financial instruments of clients with note “nominal account” etc.);

2.1.10.  about the rights of the cooperation partner to encumber financial instrument accounts opened by an investment brokerage company or a credit institution; 

2.1.11.  about the rights and possibilities of an investment brokerage company or a credit institution to regularly receive information on the concluded financial instrument transactions, accounts opened with the cooperation partner (account statement for a specific time period, account balance etc.); 

2.1.12. about the restriction for free transfer of financial instruments and funds; 

2.1.13.  about the tariffs of the services provided by the cooperation partner and their payment procedure; 

2.1.14. about the settlement procedure for the financial instrument transactions; 

2.1.15. about the way the cooperation partner concludes agreements regarding provision of its services (whether the agreement is concluded, in what way (written or electronic) the agreement is concluded); 

2.1.16. about mutual cooperation conditions; 

2.1.17. about the procedure of mutual dispute settlement, including according to laws of which country disputes are settled. 

2.2. If any information referred to in Clause 2.1 of these Recommendations is related to the service an investment brokerage company or a credit institution will not use at the cooperation partner (will not open a financial instrument account for holding of financial instruments of clients etc.), such information (financial instrument holding regulations etc.) about the cooperation partner may be not obtained by an investment brokerage company or a credit institution.   

2.3. An investment brokerage company or a credit institution shall store the information obtained about the cooperation partner in a manner permitting disclosure of the information obtained about the cooperation partner to a client upon request of the client.

3. COOPERATION WITH A COOPERATION PARTNER

After evaluating the information obtained about a cooperation partner an investment brokerage company or a credit institution shall decide on the inception of cooperation with the cooperation partner. 

* * * 
