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Decision of the Board of the Financial and Capital Market Commission 
No.298

(minutes No.51 p. 6)

Riga, 19 December 2003

regarding approval of the “recommendations for the formulation of procedures for EFFECTIVE out-of-court settlement of consumer disputes with insurer regarding the payment of insurance indemnities”

The Board of the Financial and Capital Market Commission decides: 
To approve the “Recommendations for the Formulation of Procedures for Effective Out-of-court Settlement of Consumer Disputes with Insurer Regarding the Payment of Insurance Indemnities”

Chairman of the Financial and 
Capital Market Commission






U. Cerps

recommendations for the formulation of procedures for EFFECTIVE out-of-court settlement of consumer disputes with insurer regarding the payment of insurance indemnities

1. GENERAL PROVISIONS

1.1. “Recommendations for the Formulation of Procedures for Effective Out-of-court Settlement of Consumer Disputes with Insurer Regarding the Payment of Insurance Indemnities” (hereinafter – Recommendations) have been prepared in accordance with the Law on the Financial and Capital Market Commission.


1.2. The Recommendations prescribe basic principles that shall be taken into consideration by the insurers in co-operation with the Insurers Association, in preparing, ensuring and implementing the procedures for the effective out-of-court settlement of consumer disputes with the insurer regarding the payment of insurance indemnities (hereinafter – the procedure). 

1.3. The developed procedure shall create confidence among the customers of an insurer that it is not formal.  This procedure shall ensure a faster dispute settlement procedure than it is provided by the general procedure of court dispute settlement. 
2. BASIC PRINCIPLES OF DISPUTE SETTLEMENT

2.1. Principle of independence

2.1.1. The dispute investigator and the decision maker - Ombudsman (hereinafter – the Ombudsman) shall be independent.  When passing a resolution the Ombudsman is subject only to the law and it shall observe objectivity and impartiality.

2.1.2. Ensuring observation of the principle of independence:

2.1.2.1. the Ombudsman shall be appointed for fulfilling its obligations for a time period, which is not less than three years;

2.1.2.2. the Ombudsman shall be experienced and competent in activity issues of the insurers, especially in issues on payment of insurance indemnities; 

2.1.2.3. the Ombudsman shall not be dismissed from the position depending on in favour of who the dispute has been settled;

2.1.2.4. within one year after terminating labour relations with the insurer the Ombudsman shall not settle a dispute, where one of the parties is the respective insurer, as well as the Ombudsman shall not be in a conflict of interest with any of the parties involved in a dispute.

2.2. Principle of openness

2.2.1. Ensuring compliance with the principle of openness, an insurer shall provide any interested party with the following information, as well as it shall be available on the website of the insurer, if such is created:

2.2.1.1. a description of the possible disputes, which are in jurisdiction of the Ombudsman, as well as restrictions regarding territorial jurisdiction and monetary value of claim;

2.2.1.2. the regulations, regulating the procedure, and preconditions that shall be observed by the customers of an insurer before investigation of a dispute, as well as other regulations on written or oral dispute settlement procedure and the language of a procedure; 

2.2.1.3. the costs of dispute settlement and their payment procedure;

2.2.1.4. the regulations for passing resolutions of the Ombudsman;

2.2.1.5. the legal power of the resolutions of the Ombudsman.

2.2.2. Not later than 1 March of each year the Ombudsman shall submit to the Financial and Capital Market Commission, Consumer Rights Protection Centre and all the insurers the public annual report on the disputes examined during the previous year, specifying: 

2.2.2.1. the number of the submitted claims and the achieved result ;

2.2.2.2. the time spent on dispute settlement;

2.2.2.3. the most frequent mistakes of dispute initiator;

2.2.2.4. the execution of the Ombudsman resolutions, if such information is available.

2.2.3. The public annual report prepared by the Ombudsman shall be freely available at the insurer in printed form and on the website of the insurer, if such is created.

2.3. The Principle that the opposite party must be heard

The procedure shall ensure that in a dispute settlement the opinions of all persons, representatives and defenders of their interests involved in the dispute as well as experts, if such are invited, are heard and examined.

2.4. The Principle of effectiveness 

2.4.1. A customer of an insurer shall be provided with rights to freely and immediately turn to the Ombudsman without mediation of a representative or protector of his/her rights.

2.4.2. An insurer shall ensure examination of disputes free of charge or shall set a fee for covering expenses related to dispute settlement that, including all taxes and fees, shall not exceed LVL 20 for examination of one dispute, and that shall be repaid to the customer of the insurer by transferring it to the account specified by the customer not later than within 10 days after the Ombudsman has made the decision, if the decision is favourable to the customer.

2.4.3. The Ombudsman shall pass a resolution not later than within 60 days after a claim has been submitted to the Ombudsman. If for of any reasons considered by the Ombudsman reasonable, the case hearing deadline can not be observed, the Ombudsman, with a motivated decision, may prolong it for a time period, which is not longer than six months from the claim submission day, by informing all parties involved in the dispute about that in writing. If the heard dispute is especially complicated and a long time period is needed for the detailed clarification of facts and circumstances, the hearing date may be prolonged by a motivated decision of the Ombudsman for up to one year from the claim submission day, informing all parties involved in the dispute about that in writing.  

2.4.4. The Ombudsman shall work operatively, and for making legal, objective and commensurate decision it examines not only the submitted documents but also in case of necessity requests any information and documents from all persons or experts, if such are invited, involved in the dispute.
2.4.5. Upon the request of the client the Ombudsman shall provide the client with a detailed and complete explanation of the decision made by the Ombudsman. 

2.5. The Principle of legality, impartiality and integrity

2.5.1. Each party involved in the dispute shall have rights to freely submit any explanations, proof and other materials as well as to provide his/her arguments and considerations regarding the matter of dispute.

2.5.2. The decisions or actions of the Ombudsman shall not in any way restrict the consumer rights of a customer of an insurer and their protection, that are ensured to him/her by laws and regulations of the residence country (where he/she lives or is registered) of the customer.

2.5.3. The decision made by the Ombudsman shall be drawn up in writing, specifying laws and regulations applied in it, as well as all arguments the decision is justified by, and immediately on the same day, using any communication means acceptable to the parties involved in the dispute, it shall become known to all the parties involved in the dispute.
2.6. Freedom principle

2.6.1. After finishing examination of a dispute in substance the Ombudsman shall make a decision, of a recommending nature, in which it shall be specified that the decision does not restrict the rights of any party involved in the dispute to go to the court in accordance with general procedure, as well as it does not restrict the consumer rights prescribed in the law. 

2.6.2. A customer of the insurer shall have rights at any dispute examination stage to abandon the Ombudsman’s services.

2.6.3. An insurer shall not have rights to obligate a customer to settle the dispute towards the insurer only outside the court, restricting the customer's rights for turning to the State authorities or court in general procedure.
2.7. Representation principle

The procedure shall not prohibit using third parties as representatives or defendants at any stage of the proceeding.

3. FINAL PROVISION

Recommendations shall come into effect on 1 January 2004.

4. Informative reference to European Union recommendations 
The Recommendations include legal norms arising from the European Union Recommendation 98/257/EC and 2001/310/EC.

* * *

