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Unofficial translation

The Saeima has adopted

and the President has promulgated the following Law:

On Private Pension Funds

Chapter I. General Provisions

Article 1. Definition of Terms

The following terms are used in this Law:

1) (Deleted by the Law of 10 November 2005.);
2) individual membership contract – a contract concluded between a natural person and a private pension fund regarding the membership of that natural person in a definite pension scheme;

3) collective membership contract – a contract concluded between an employer and a private pension fund regarding the membership of employees of that employer in a definite pension scheme;

4) asset manager – a commercial company managing the assets of a private pension fund;

5) custodian – a commercial company that keeps custody of the assets of a private pension fund and carries out other obligations set out by this Law or the contract of a custodian; 

6) (Deleted by the Law of 10 November 2005.);
7) (Deleted by the Law of 10 November 2005.);
8) member of a pension scheme – a natural person who on his/her own behalf or on whose behalf an employer or another natural person pays contributions to a private pension fund, and who is entitled to receive the supplementary retirement benefit in accordance with this Law and the pension scheme;

9) supplementary pension capital – monetary assets that during a definite time period have been accrued for the account of a member of a defined contribution scheme in accordance with this Law; 

10) retirement age – the age of a member of a pension scheme at which that member is entitled to receive, in due course of this Law, the supplementary retirement benefit accrued in the pension fund;

11) related persons – two or more persons who comply with at least one of the features of affiliated undertakings referred to in the Law on Enterprise Income Tax;

12) (Deleted by the Law of 20 November 2003.);
13) pension scheme – a set of systemised rules in accordance with which the supplementary retirement benefit is accrued in a pension fund, the accrued assets are invested and paid out;

14) defined benefit scheme – a pension scheme that envisages a certain supplementary retirement benefit for a member of that pension scheme upon reaching the retirement age, and that may envisage cover against biometrical risks;

15) defined contribution scheme – a pension scheme that envisages regular or irregular contributions by a member of that pension scheme and that may envisage cover against biometrical risks or guarantee a definite level of return on investment;

16) beneficiary – a person who receives the supplementary retirement benefit upon reaching the retirement age established by a pension scheme;

17) sponsoring employer – a person who acts either as an employer and pays contributions to private pension funds for the account of his/her employees or in a self-employed capacity and pays contributions for his/her account;

18) biometrical risks – risks that are linked to death, disability and longevity;

19) supplementary retirement benefit – supplementary pension capital accrued under a defined contribution scheme or payments or services to a beneficiary under a defined benefit scheme. Payments to a beneficiary may take the form of a payment for life or for a definite period, or a lump sum; 
20) home country – a country of the European Union or of the European Economic Area (hereinafter, a member state) in which a private pension fund has been registered;

21) host country – a member state other than a home country where a private pension fund of a home country provides its services;

22) chief actuary – an official of a private pension fund who assesses the liabilities of pension schemes and sufficiency of the established technical provisions;

23) technical provisions – possible liabilities of a pension fund that are calculated in accordance with the defined contribution schemes with a guaranteed investment performance, the defined benefit schemes and the pension schemes that ensure cover against biometrical risks as offered by that pension fund;

24) risk capital market – a market that offers capital to finance commercial companies during their development stage.

(As amended by the Laws of 10 October 2002 and of 10 November 2005.)

Article 2. Purpose of the Law

This Law lays down the accrual of the supplementary retirement benefit in both a defined contribution scheme and a defined benefit scheme, the types of private pension funds, the basis for their operation, the types of pension schemes, the rights and obligations of members of pension schemes, management of assets, the competence of a custodian, as well as the supervision by the state with regard to those activities. 

(In the wording of the Law of 10 November 2005.)

Article 3. Concept of a Private Pension Fund 

(1) A private pension fund (hereinafter, a pension fund) is a joint-stock company which is registered in the Commercial Register and to which, in due course of this Law, the Financial and Capital Market Commission has granted a licence for the operations of a pension fund (hereinafter, the licence).

(11) In accordance with this Law and pension schemes, a pension fund accrues and invests contributions of monetary assets paid by members of pension schemes themselves and those voluntarily paid for their account in order to ensure the supplementary retirement benefit to its members. 

(2) A pension fund shall only be entitled to issue registered shares. Shares of a pension fund may not be issued in public circulation.

(3) A pension fund shall only be entitled to carry out the activities envisaged in this Law.

(4) Where a pension fund offers only a defined contribution scheme without a guaranteed investment performance or where that scheme does not envisage cover against biometrical risks, the excess of income over expense shall not be withdrawn or paid out to shareholders in dividends, but shall be transferred in full to individual accounts of members of pension schemes in accordance with the requirements of this Law. 

(5) Solely monetary assets shall be invested in the share capital of a pension fund, except those cases where, with the permission of the Financial and Capital Market Commission, a pension fund is under reorganisation. 

(As amended by the Laws of 10 October 2002 and of 10 November 2005.)

Article 4. Types of Pension Funds 

(1) Pension funds shall be closed or open funds.

(2) A closed pension fund shall be entitled to have one or several pension schemes. Members of pension schemes of a closed pension fund shall only be persons who, upon commencing their membership in a pension scheme, are employees of one or several founders (shareholders) of that pension fund.

(3) An open pension fund shall be a pension fund whose founders (shareholders) are the legal persons referred to in Article 6 hereof. 

(4) An open pension fund shall be entitled to have one or several pension schemes. Any natural person shall be entitled to become a member of such pension schemes on the basis of a contract and in due course of this Law.

(As amended by the Law of 10 October 2002, which took effect on 13 November 2002.)

Article 5. Name of a Pension Fund

The name of a pension fund shall contain the collocation "pensiju fonds" ["pension fund"] with an indication as to whether it is a closed or an open pension fund. Only those pension funds that have been established in due course of this Law shall be entitled to use this collocation in their name. 

Chapter II. Establishment of a Pension Fund

Article 6. Founders (Shareholders) of a Pension Fund

(1) Only those persons (employers) who conclude a collective membership contract with a pension fund shall be founders (shareholders) of a closed pension fund.

(2) Founders (shareholders) of an open pension fund shall only be:

1) a bank that has received the licence for the operations of a credit institution in a member state or a member state of the Organisation for Economic Cooperation and Development;

2) a life insurance company that has received the licence for the provision of life insurance in a member state or a member state of the Organisation for Economic Cooperation and Development.

(3) A person who wishes to acquire shares in a pension fund shall inform the Financial and Capital Market Commission to this effect at least a month prior to making the transaction, and indicate the number of shares and the shareholder selling the shares. Within a month of receiving the information, the Financial and Capital Market Commission shall be entitled to request additional information or prohibit the person from making that transaction.

(4) Where after the commencement of operations by an open pension fund its shareholder no longer complies with the requirements laid down in Paragraph 2 hereof, the shares belonging to that shareholder shall be disposed of in due course of the Commercial Law. Where none of the shareholders of an open pension fund any longer complies with the requirements laid down in Paragraph 2 hereof, the Financial and Capital Market Commission shall establish a deadline by which the shareholders shall dispose of their shares to the account of a person who complies with the requirements for a shareholder of an open pension fund as laid down in Paragraph 2 hereof, or establish other measures to be carried out to continue the operation of that pension fund  

(As amended by the Laws of 27 August 1998, of 1 June 2000, of 10 October 2002, of 18 March 2004 and of 10 November 2005.)

Article 7. By-laws of a Pension Fund 

(1) Founders of a pension fund shall develop and approve (adopt) the by-laws of the fund in accordance with this Law and the Commercial Law. 

 (2) Any amendments to the by-laws of a pension fund shall not, with retroactive effect, worsen the situation of members of pension schemes or third parties and restrict the rights that have actually been acquired before the adoption of the relevant amendments to the by-laws.

(In the wording of the Law of 10 November 2005.)

Article 8. Licensing of a Pension Fund

(1) The licence granted by the Financial and Capital Market Commission shall be necessary to carry out the operations of a pension fund. A pension fund shall be entitled to commence its operations only after the receipt of such licence at the Financial and Capital Market Commission. A pension fund shall be entitled to offer a pension scheme that meets the conditions of the licence. The type of a pension scheme and information as to whether it may include the guaranteed investment performance or envisage cover against biometrical risks shall be indicated in the conditions of the licence.

(2) The licence shall be granted without any restrictions to its duration. Where the Financial and Capital Market Commission has revoked the licence of a pension fund, that licence shall not be renewed. 

(3) To obtain the licence, a pension fund shall submit the following documents to the Financial and Capital Market Commission:

1) an application for the licence indicating the documents attached thereto; 

2) a document to the effect that the initial capital has been paid up; 

3) a list of shareholders, indicating their firm name, legal address, the number and place of registration. Legal persons registered in a foreign country shall also submit certified copies of the registration documents;

4) a statement that is filled in by each member of the council and the executive board of the pension fund, the head of the pension fund’s internal audit service, the chief actuary, as well as the person authorised to take decisions on behalf of the pension fund. The following information shall be included in the statement:

a) the firm name of the pension fund and the position for which that person stands as a candidate;

b) the name, surname, year and date of birth, identity code (if any) and citizenship;

c) education (an academic degree);

d) improvement of qualifications;

e) previous convictions, if any;

f) deprivation of the right to engage in commercial activity, if any;

g) the previous places of employment for the last ten years and a brief job description;

5) for the persons referred to in Subparagraph 4 hereof, a copy of the page from the passport or other identification document that contains personal identification data [name, surname, year and date of birth, identity number (if any)], and copies of education documents;

6) a description of the organisational and management structure that explicitly discloses the obligations and authority of the members of the council (if established) and the executive board and in detail establishes and divides the tasks and obligations of other officials of the pension fund; 

7) a description of the accounting policy, indicating the main principles of the organisation of record keeping;

8) a description of the management information system;

9) the rules for protecting the information system;

10) a description of the internal auditing system;

11) a description of the procedure whereby suspicious financial transactions are identified;

12) a program of operations for next three years that contains projections of the number of members of pension schemes (for each pension scheme), projections of the amount of contributions and benefits (for each pension scheme), separately disclosing the projections for the amount of contributions and benefits for cover against biometrical risks, projections of administrative expenses of the private pension fund and the sources for financing those expenses;

13) a contract with an asset manager that complies with the requirements of Paragraph 9 of Article 20 hereof;

14) a contract with a custodian that complies with the requirements of Paragraph 7 of Article 21 hereof;

15) a pension scheme developed in accordance with the requirements of Article 9 hereof (in two copies). The pension fund shall submit that scheme to the Financial and Capital Market Commission also in an electronic form, sending it to the Commission’s electronic mail address or submitting the relevant technical information carrier along with the documents; 

16) a description of the investment policy developed for each pension scheme in accordance with Paragraph 101 of Article 23 hereof;

17) a sample individual membership contract, where a pension scheme of the pension fund envisages a direct membership therein by concluding an individual membership contract; 

18) a description of the procedure whereby the pension fund registers and accounts individual and collective membership contracts (hereinafter, a membership contract). The registration and accounting of membership contracts shall only be carried out electronically, ensuring that third parties can follow the course of changes in entries of the register. A pension fund shall be responsible for an immediate registration and accounting of membership contracts in accordance with the approved procedure. Provisions and conditions of a membership contract shall not be contrary to the rules of a pension scheme.

(4) Where a pension fund wishes to offer a defined benefit scheme or a defined contribution scheme with a guaranteed investment performance or to envisage cover against biometrical risks in a pension scheme, the following shall be submitted in addition to the documents referred to in Paragraph 3 hereof:

1) a description of the guaranteed return, the supplementary retirement benefit and biometrical risks envisaged in the pension scheme; 

2) the methodology for the calculation of contributions, separately disclosing the calculation of contributions for cover against biometrical risks;

3) the methodology for the calculation of technical provisions;

4) projections of the amount of technical provisions for next three years of operation;

5) projections of the amount of own funds necessary for next three years of operation and the procedure whereby these assets they will be ensured.

(5) The fairness of information provided in the statement referred to in Subparagraph 4 of Paragraph 3 hereof shall be attested by the signature of the person regarding whom the statement is prepared and of the chairman of the pension fund’s executive board.

(6) The Financial and Capital Market Commission shall scrutinise the application of a pension fund for the licence and take a decision not later than within 90 days of the receipt of all documents necessary for decision making, as laid down in this Law, that have been prepared and formatted in accordance with the requirements of regulatory provisions. 

(7) Where the information or documents submitted to the Financial and Capital Market Commission is amended prior to taking a decision on granting the licence, the pension fund shall have an obligation to promptly submit updated information or the full text of the respective documents with the amendments to the Commission.

(8) The Financial and Capital Market Commission shall not grant the licence where:

1) this Law or other regulatory provisions governing commercial activity has been violated when establishing a pension fund;

2) members of the council or the executive board of a pension fund, the chief actuary, the head of a pension fund’s internal audit service who carries out internal audit of the pension fund fail to comply with the requirements of this Law; 

3) a pension fund’s accounting and record keeping system or system for maintaining individual accounts of the members of that pension scheme does not comply with the submitted description, the description of that pension fund’s organisational and management structure or that pension fund’s pension scheme submitted for registration;

4) the submitted documents contain false or incomplete information;

5) the planned operation of a pension fund does not comply with the requirements laid down in this Law and other regulatory provisions governing commercial activity.

(In the wording of the Law of 10 November 2005.)

Article 81. Re-registration of the Licence and Granting a Duplicate Licence 

(1) The Financial and Capital Market Commission shall re-register the licence where the firm name of a pension fund is changed.

(2) A pension fund shall submit an application for the re-registration of the licence to the Financial and Capital Market Commission not later than within seven days after registering changes in the firm name.

(3) The Financial and Capital Market Commission shall re-register the licence not later than within seven days of the receipt of the respective application.

(4) Where the licence has been lost, a pension fund shall promptly submit to the Financial and Capital Market Commission an application for granting a duplicate licence. 

(5) The Financial and Capital Market Commission shall grant a duplicate licence not later than within seven days of the receipt of the respective application. 

(In the wording of the Law of 10 November 2005.)

Article 82. Change of the Conditions of the Licence

(1) Where a pension fund wishes that the conditions of the licence granted to it be changed, it shall submit to the Financial and Capital Market Commission an application to this effect and the documents that are referred to in Subparagraphs 12, 15, 16 and 17 of Paragraph 3 of Article 8 hereof and have been adjusted for the change in the conditions of the licence, as well as, where necessary, amendments to the contracts with the asset manager and the custodian. 

(2) Where a pension fund wishes to offer a defined benefit scheme or a defined contribution scheme with a guaranteed investment performance or to envisage cover against biometrical risks in a pension scheme, it shall submit to the Financial and Capital Market Commission, in addition to the documents referred to in Paragraph 1 hereof, the documents referred to in Paragraph 3 of Article 8 hereof, as well as information on the chief actuary in accordance with Subparagraph 4 of Paragraph 3 of Article 8 hereof. 

(3) The Financial and Capital Market Commission shall scrutinise the application of a pension fund within a month of the receipt of all documents, as laid down in this Article, that have been prepared and formatted in accordance with the requirements of regulatory provisions.

(4) The Financial and Capital Market Commission shall be entitled to take a decision not to change the conditions of the licence, where: 

1) the submitted documents contain false or incomplete information;

2) the pension fund’s accounting and record keeping system or system for maintaining individual accounts of members of pension schemes does not comply with the submitted description, the description of that pension fund’s organisational and management structure or that pension fund’s pension scheme submitted for registration;

3) the planned operation of the pension fund does not comply with the requirements laid down in this Law and other regulatory provisions governing commercial activity;

4) the chief actuary of the pension fund fails to comply with the requirements of this Law;

5) a plan for improving the financial standing is being implemented at the pension fund; 

6) the pension fund has failed to rectify the violations identified by the Financial and Capital Market Commission by the established deadline.

(5) The change of the conditions of the licence shall not be subject to the state duty. 

(In the wording of the Law of 10 November 2005.)

Chapter III. A Pension Scheme and Membership Therein

Article 9. A Pension Scheme and Amendments Thereto

(1) A pension scheme is developed by the respective pension fund, while it is registered by the Financial and Capital Market Commission.

(2) The name of a pension scheme shall contain the words "pensiju plāns" ["pension scheme"]. Solely those pension schemes that have been developed and registered in due course of this Law shall be entitled to include these words in their name.

(3) Any contribution, accrual, investment of monetary assets in a pension fund or any payment thereof to ensure the supplementary retirement benefit shall only take place in accordance with the pension scheme registered with the Financial and Capital Market Commission. 

(4) A pension fund shall submit documents for registering a pension scheme along with the application for receiving the licence.

(5) Where after the receipt of the licence a pension fund develops a new pension scheme and wishes to register it with the Financial and Capital Market Commission, it shall submit to the Financial and Capital Market Commission an application for the registration of a pension scheme and the documents referred to in Subparagraphs 15, 16 and 17 of Paragraph 3 of Article 8 hereof, as well as, where necessary, amendments to the contracts with the asset manager and the custodian. The Financial and Capital Market Commission shall scrutinise the documents submitted by a pension fund and take a decision on registering a pension scheme or refusing its registration within 30 days of the receipt of all documents necessary for decision making, as laid down in this Law, that have been prepared and formatted in accordance with the requirements of regulatory provisions. 

(6) A pension scheme shall contain:

1) the type, name and legal address of the pension fund;

2) the name of the pension scheme;

3) information on the asset manager and the custodian;

4) criteria and conditions relating to members leaving the pension scheme;

5) the procedure whereby assets are contributed and consequences of violating that procedure;

6) the rules for calculating and maintaining the individual accounts, contributions paid and supplementary pension capital accrued of the members of the pension scheme;

7) the rules for the retirement age;

8) the procedure whereby, in accordance with the defined contribution scheme, the supplementary pension capital is paid out to the beneficiary;

9) other cases when the payment of the supplementary pension capital is to be made and the procedure whereby those payments are made in those cases;

10) the investment rules that are to be observed in the pension scheme and a description of risks associated with investments, and the procedure whereby income is distributed;

11) the procedure whereby expenses of the pension scheme are covered and information on maximum payments to the management of the pension scheme and the asset manager and on consideration payable to the custodian is provided, as well as the procedure whereby the members of the pension scheme are informed about those expenses of the pension scheme;

12) other information necessary for the pension scheme;

13) the name and surname or firm name of the auditor of the financial statements;

14) for a defined contribution scheme with a guaranteed investment performance, additionally the yield;

15) for a defined benefit scheme, additionally the amount and period of the payment of supplementary retirement benefits, as well as the procedure whereby supplementary retirement benefits are paid;

16) for a pension scheme with cover against biometrical risks,  additionally biometrical risks to be covered, the amount of benefit and the procedure in case the envisaged risks are incurred.

(7) A pension scheme shall be entitled to envisage that its member, upon reaching the age specified in the pension scheme, may continue its membership in that scheme, concluding an additional agreement with the pension fund on the procedure whereby the supplementary retirement benefit is paid. Where a pension scheme envisages an option that the supplementary pension capital may be received in parts, the pension fund shall submit to the Financial and Capital Market Commission, along with the pension scheme, the methodology for paying out the supplementary pension capital, and that methodology shall be approved by the executive board of the pension fund. 

(8) A pension scheme whose liabilities have been assumed by a sponsoring employer shall have only one membership contract that has been concluded with the sponsoring employer who has guaranteed the fulfilment of those liabilities.

(9) After the registration of a pension scheme with the Financial and Capital Market Commission, amendments thereto shall only be made upon written consent by the Commission. 

(10) The written consent of the Financial and Capital Market Commission to the amendments to a pension scheme shall not be necessary, where those amendments are made because of a change in the pension fund’s officials, the firm name or legal address of the pension fund, the asset manager or the custodian. In that case, amendments to a pension scheme shall come into effect on the next day after their approval, and the pension fund shall submit them to the Financial and Capital Market Commission within seven days of the approval of amendments.

(11) To obtain permission to make amendments to a pension scheme, a pension fund shall submit to the Financial and Capital Market Commission the following documents:

1) an application for making amendments to the pension scheme;

2) a substantiated decision by the executive board of the pension fund (a certified copy or extract) on the necessity of amendments to the pension scheme;

3) amendments to the pension scheme (two copies);

4) the text of the pension scheme wherein amendments have been incorporated. The pension fund shall submit the full text of the pension scheme to the Financial and Capital Market Commission only in an electronic form, sending it to the Commission’s electronic mail address or submitting the relevant technical information carrier along with the documents.

(12) The Financial and Capital Market Commission shall scrutinise an application for making amendments to a pension scheme and take the decision within 30 days of the receipt of all documents necessary for decision making, as laid down in this Law, that have been prepared and formatted in accordance with the requirements of regulatory provisions.

(13) Where amendments to a pension scheme envisage changes in the investment rules of a pension scheme, an increase in administrative costs or consideration payable to the asset manager or the custodian, a pension fund shall lay down that amendments to a pension scheme come into effect not earlier than six months (where at least one collective membership contract has been concluded in respect of membership in that pension scheme) or not earlier than a month (where only individual membership contracts have been concluded in respect of membership in that pension scheme) after obtaining permission from the Financial and Capital Market Commission to make amendments to the pension scheme and after a written notice of amendments to the pension scheme has been sent to the members of that pension scheme and the beneficiaries.

(14) A pension fund shall be entitled not to observe the deadlines referred to in Paragraph 10 hereof, where, along with amendments to a pension scheme, it submits to the Financial and Capital Market Commission a confirmation to the effect that the committee of the respective pension scheme (where members participate in that pension scheme in accordance with a collective membership contract) or its members (where members participate in that pension scheme in accordance with an individual membership contract) has no objections to making such amendments to the pension scheme.

(In the wording of the Law of 10 November 2005.)

Article 91. Public Announcement (Advertisement) of Services to Be Provided 

(1) Any public announcement (advertisement) of the operations of any pension fund and services to be provided shall only be carried out in accordance with a pension scheme registered with the Financial and Capital Market Commission. Where a pension fund’s defined contribution scheme that does not guarantee an investment performance is advertised, profit or a definite level of investment performance shall not be guaranteed in any way whatsoever. Where investment performance of a pension scheme is indicated, a statement to the effect that the historic investment performance is not a guarantee of a similar investment performance in the future shall be made. 

(2) The advertisement of a pension scheme shall indicate the following (when making an advertisement or publicly announcing the rules of a pension scheme):

1) the name of the pension scheme;

2) the firm name and legal address of the pension fund;

3) the name and legal address of the pension scheme’s asset manager;

4) the name and legal address of the pension scheme’s custodian;

5) the place where information on the pension scheme and its investment policy is available.

(In the wording of the Law of 10 November 2005.)

Article 10. Membership in a Pension Scheme 

(1) A member of a pension scheme shall be entitled to accrue for himself/herself the supplementary retirement benefit only by having membership in a definite pension scheme.

(2) Members of a pension scheme shall be entitled to have membership in a pension scheme directly or through the intermediation of their employees. 

(3) Members of a pension scheme shall have direct membership in a pension scheme by concluding an individual membership contract with an open pension fund. Where under an individual membership contract contributions for the account of a pension scheme’s member are paid by another person, the individual membership contract shall also indicate the identification data of the person paying contributions; and those data to be provided in accordance with the requirements of the regulatory provisions governing the prevention of laundering of proceeds derived from criminal activity. The executive board of a pension fund shall submit the provisions of an individual membership contract to the Financial and Capital Market Commission. A pension fund shall be entitled to conclude individual membership contracts in accordance with the provisions submitted to the Financial and Capital Market Commission, where within ten business days of the receipt of the provisions of an individual membership contract the Financial and Capital Market Commission has not raised substantiated objections as to their compliance with the requirements of this Law. 

(4) Members of a pension scheme shall have membership in a pension scheme through the intermediation of their employer, where the employer has concluded a collective membership contract with an open or a closed pension fund; moreover, a collective membership contract with a closed pension fund may be concluded only in those cases where the relevant employer is also one of the founders (shareholders) of that closed pension fund. The legal relationship between an employer and its employees that arises as a result of the implementation of a pension scheme and the participation of employees therein shall be governed by an employment contract or a collective employment contract. 

(5) (Deleted by the Law of 10 November 2005.).
(6) Where an employer has concluded a collective membership contract with an open or a closed pension fund, the employer and employees who have membership in a pension scheme shall jointly set up the pension scheme committee, whereon the employer and employees are equally represented. Where less than one hundred employees of an employer have membership in a pension scheme, setting up the pension scheme committee shall not be mandatory.

(7) The pension scheme committee is the controlling institution of a pension scheme that controls the management of the respective pension scheme and compliance with the provisions of the collective membership contract.

(As amended by the Laws of 27 August 1998, of 1 June 2000, of 10 October 2002, of 10 November 2005.)

Article 11. Mandatory Conditions of a Pension Scheme and a Membership Contract 

(1) Those collective or individual membership contracts that worsen the situation of members of a pension scheme compared with the situation envisaged by this Law shall not be in force.

(11) Where an employer commits to guarantee a definite amount of benefits for beneficiaries, the pension scheme and the collective membership contract shall contain a provision that the obligation of an employer is to pay contributions on behalf of its employees in the amount that will ensure the amount of those benefits. 

(2) Where an employer takes a decision to pay contributions to a pension scheme to ensure the supplementary retirement benefit for its employees, that decision shall apply to all employees of that employer in accordance with their profession, length of service and position, as well as other objective criteria.

(3) Issues relating to the membership of those persons to whom one and the same objective criteria referred to in Paragraph 2 hereof apply shall be treated similarly, and no discrimination on the grounds of origin, property status, race and nationality, sex or religion shall be permitted. 

(4) Upon reaching the retirement age, a member of a pension scheme shall be entitled to act in the following way: 

1) to receive the supplementary retirement benefit in accordance with the rules of the pension scheme;

2) to continue membership in the pension scheme in accordance with the rules of the pension scheme and the individual membership contract. 

(5) The retirement age specified in a pension scheme shall not be less than 55 years, with the exception of special pension schemes for certain professions, the list of which is approved by the Cabinet of Ministers.

(6) A member of a pension scheme who has been recognised as a first group invalid for the lifetime and the person and the heir indicated by a member of a pension scheme in case of his/her death shall have the right to receive benefits in accordance with the rules of a pension scheme before reaching the retirement age in due course of the Civil Law. 

(7) (Deleted by the Law of 10 November 2005.)
(8) A member of a pension scheme shall be entitled to transfer the accrued supplementary retirement benefit or any part thereof to another pension scheme. 

(As amended by the Law of 10 October 2002 and of 10 November 2005.)

Article 12. Guarantees for Members of a Pension Scheme
(1) A member of a pension scheme shall be entitled to all supplementary pension capital accrued on his/her individual account without any additional conditions, except the case envisaged by Paragraph 1 of Article 13 hereof when the employer is entitled to transfer the supplementary pension capital to another pension fund upon termination of the collective membership contract. 

(2) The monetary assets, financial instruments and other property of pension schemes shall be held, accounted and managed distinct from the assets of the pension fund, the custodian, the asset manager itself and other assets managed by it.

(3) Where a pension fund, a custodian or an asset manager has been declared insolvent or is under liquidation, the assets of a pension scheme shall not be included in the property of the pension fund, the custodian or the asset manager, which are debtors. 

(4) Monetary assets contributed to a pension fund by a member of a pension scheme himself/herself or on his/her behalf shall be promptly (not later than on the next business day after crediting the account opened for the pension scheme) credited to the individual account of that member of a pension scheme.

(5) The supplementary pension capital accrued on an individual account shall never become the property of an asset manager, a custodian or an employer. The supplementary pension capital shall be subject to collection only where a court judgment recognizes that a member of a pension scheme has caused detriment to third parties by committing a criminally liable offence.
(6) A member of a pension scheme shall be provided with an opportunity to continue membership in the pension scheme, receive the supplementary pension capital and get information to be provided to members of a pension scheme in accordance with this Law also where that member of a pension scheme, after commencing membership in the pension scheme, moves to settle permanently in an EU member state, a country of the European Economic Area or any other foreign country.
(In the wording of the Law of 10 November 2005.)

Article 13. Termination of Membership

(1) Where an employer wishes to terminate a collective membership contract in order to have membership in another pension fund, it shall submit an application to this effect to the executive board of the pension fund and the Financial and Capital Market Commission at least six months in advance. 

(2) Where a member of a pension scheme wishes to terminate his/her membership in a pension scheme in order to have membership in another pension scheme, he/she shall submit a written application to this effect to the executive board of the pension fund (or the respective employer, where that member participates in a pension scheme on the basis of a collective membership contract) at least one calendar month in advance.

(3) In all cases where the application for a transfer of the accrued assets is submitted by an employer, who contributes those assets to the pension fund on behalf of its employees, that transfer shall be executed only upon consent of the Financial and Capital Market Commission.

(4) An employer shall be entitled to transfer assets accrued for the account of employees only upon written consent by the relevant employees. 

(As amended by the Laws of 27 August 1998, of 1 June 2000 and of 10 November 2005.)

Article 14. Management of a Pension Fund
(1) The establishment and operation of the management bodies of a pension fund shall be regulated by the Commercial Law unless prescribed otherwise by this Law. The establishment of a council shall not be mandatory for a closed pension fund.

(2) A pension fund shall set up an efficient internal audit system to ensure a timely identification and management of all risks associated with the operation of a pension fund, an efficient protection of assets of pension schemes, the fairness and timeliness of information submitted to its management bodies, compliance with laws, other regulatory provisions, regulations and instructions of the Financial and Capital Market Commission, and with the policies and procedures developed by the pension fund, as well as the pension fund’s continuous oversight of the internal audit system, which is independent of the executive body.

(3) A member of the executive board of a pension fund, the head of the internal audit service, the chief actuary, and the person authorised to take decisions on behalf of the pension fund shall be a person who complies with the following requirements:

1) he/she has adequate competence in the area of the future responsibility, ensuring that the executive board of a pension fund is set up so as to make the pension fund capable of carrying out the accrual of the supplementary retirement benefit in a continuous, professional, qualitative manner and in compliance with regulatory provisions;

2) he/she has higher education and appropriate professional experience of at least three years;

3) he/she is of good repute;

4) he/she has not been deprived of the right to engage in commercial activities.

(4) The chief actuary shall have a confirmation of the professional actuarial organisation (association) regarding his/her professional suitability for carrying out the obligations of the chief actuary. The professional actuarial organisation (association) shall be a member of the International Actuarial Association.

(5) A member of the council of a pension fund shall be a person who is competent in the field of financial management and complies with the requirements of Subparagraphs 3 and 4 of Paragraph 3 hereof.

(6) A person shall not be a member of a pension fund’s council and executive board, the head of a pension fund’s internal audit service, the chief actuary, and the person authorised to take decisions on behalf of a pension fund in the following cases: 

1) he/she has been convicted for deliberately running a commercial company into insolvency or bankruptcy (reckless bankruptcy) or for any other deliberate crime;

2) he/she has been convicted for a deliberate crime, though has been released from the punishment due to limitation, pardon or amnesty;

3) he/she has been a subject in a criminal case for a deliberate crime, though that criminal case was dismissed due to limitation or amnesty;

4) he/she has been recognized criminally liable for a deliberate crime in a case that was dismissed on a non-vindicative basis.

(7) Any changes referring to the composition of a pension fund’s council (if established) and executive board, as well as changes relating to candidates for the position of a member of a pension fund’s council and executive board, the head of a pension fund’s internal audit service, the chief actuary, and the persons authorised to take decisions on behalf of a pension fund shall be in force if agreed in advance with the Financial and Capital Market Commission. 

(8) To agree the candidates to the positions referred to in Paragraph 3 hereof, a pension fund shall submit to the Financial and Capital Market Commission the following documents regarding those persons: 

1) an application listing all documents attached thereto;

2) a copy of the decision of the pension fund’s management body regarding the appointment of the relevant person to the respective position;

3) information and documents (that shall be submitted in accordance with Subparagraphs 4 and 5 of Paragraph 3 of Article 8 hereof) regarding persons who are candidates to the respective positions.

(9) Persons who are candidates to the positions of a member of the pension fund’s council or executive board, the chief actuary, the head of the internal audit service shall come to office, provided that the Financial and Capital Market Commission, within 30 days of the receipt of an application and the documents laid down in this Law regarding the appointed persons, has not expressed substantiated objections in respect of the compliance of those persons with the requirements of law. 

(10) The management body of a pension fund shall have an obligation to promptly suspend from office the persons referred to in Paragraph 3 hereof on its own initiative or upon request by the Financial and Capital Market Commission, where they do not comply with the requirements of this Article.

(11) Appeal of an administrative act issued by the Financial and Capital Market Commission regarding the suspension from office of the persons referred to in Paragraph 6 hereof shall not suspend its execution. 

(In the wording of the Law of 10 November 2005.)

Chapter V. Pension Scheme Committees and Operation Thereof

 (Deleted by the Law of 10 November 2005.)

Article 15. Pension Scheme Committee
(Deleted by the Law of 10 November 2005.)

Article 16. Establishment of the Pension Scheme Committee and Composition Thereof 

(Deleted by the Law of 10 November 2005.)

Article 17. Employees Meeting, Convening and Agenda Thereof 

(Deleted by the Law of 10 November 2005.)

Article 18. Operation of the Pension Scheme Committee 

(Deleted by the Law of 10 November 2005.)

Article 19. Competence of the Pension Scheme Committee 

(Deleted by the Law of 10 November 2005.)

Chapter VI. Management and Custody of the Assets of a Pension Scheme 

 (The title of the chapter as amended by the Law of 10 November 2005.)

Article 20. Asset Manager of a Pension Scheme 

(1) The monetary assets of the supplementary pension capital accrued in a pension fund and other assets shall be managed solely by the following commercial companies:

1) a credit institution that is entitled to provide investment services and ancillary (non-core) investment services in Latvia;

2) an insurance joint-stock company that is entitled to engage in life insurance in Latvia;

3) an investment brokerage company that is entitled to provide investment services in Latvia;

4) an investment management company that is entitled to provide management services in Latvia (also management of investors’ financial instruments on an individual basis).

(2) Each pension fund shall freely choose an asset manager for a pension scheme in accordance with the requirements of this Law.

(3) Rules for the management of monetary and other assets shall be provided for in the contract concluded by the executive board of a pension fund with an asset manager. The decision on concluding that contract shall be taken by the executive board of a pension fund. The contract with an asset manager and any further amendments thereto shall be submitted to the Financial and Capital Market Commission within three business days after they have been signed. Closed pension funds shall in addition submit a confirmation signed by the shareholders of the pension fund to the effect that the custodian and the shareholders of the pension fund are not related persons.

(4) The asset manager of a pension scheme shall ensure the implementation of the investment strategy as approved in the pension scheme and compliance with the investment rules of the pension fund, effect settlement using monetary assets contributed in accordance with the pension scheme, receive and transfer financial instruments and make other transactions in the assets of the pension scheme in accordance with the requirements of this Law and the pension schemes registered by the Financial and Capital Market Commission.

(5) In closed pension funds, the asset manager and the founder (shareholder) of a pension fund shall not be related persons. 

(6) (Deleted by the Law of 18 March 2004.)
(7) (Deleted by the Law of 18 March 2004.)
(8) An asset manager shall be liable for the compliance of transactions in the supplementary pension capital accrued in the pension fund with the requirements of law and the rules of the pension scheme registered by the Financial and Capital Market Commission.

(9) The following minimum information shall be contained in the contract with an asset manager:

1) the procedure whereby information that ensures the fulfilment of the obligations of an asset manager as laid down in this Law and drawing up of the pension fund’s performance reports is exchanged; 

2) the obligation of an asset manager to inform the pension fund of changes in its status in accordance with the requirements of this Law; 

3) a provision that the contract is terminated only upon signing a contract with a new asset manager.

(In the wording of the Law of 1 June 2000 and as amended by the Laws of 10 October 2002, of 20 November 2003, of 18 March 2004 and of 10 November 2005.)

Article 21. Custodian of the Assets of a Pension Scheme 

(1) In accordance with the provisions of the contract concluded with the executive board of a pension fund, a custodian shall accept contributions to the accounts of a pension scheme, receive and keep custody of financial instruments, as well as original documents relating to monetary assets and other property forming the assets of a pension scheme, payment documents regarding the crediting or debiting of accounts opened with banks for keeping the monetary assets of the pension scheme, and execute instructions relating to transfers of assets and financial instruments of the pension scheme.

(2) The assets of a pension scheme shall only be kept in custody by the following commercial companies: 

1) a credit institution that is entitled to provide investment services and ancillary (non-core) investment services in Latvia;

2) an investment brokerage company that is entitled to provide investment services in Latvia.

(3) The executive board of a pension fund shall take a decision on concluding a contract with the custodian of a pension scheme for safe keeping of monetary assets, financial instruments and other property. That contract and any further amendments thereto shall be submitted to the Financial and Capital Market Commission not later than within three business days after they have been signed. Closed pension funds shall in addition submit a confirmation signed by the shareholders of the pension fund to the effect that the custodian and the shareholders of the pension fund are not related persons. 

(4) In closed pension funds, the custodian and the founder (shareholder) of a pension fund shall not be related persons. 

(5) A custodian shall effect settlement using monetary assets, receive and transfer financial instruments relating to the transactions conducted by an asset manger. 

(6) A custodian shall follow whether an asset manager complies with the requirements of this Law and other regulatory provisions in respect of investments of the pension scheme and the pension scheme registered by the Financial and Capital Market Commission, as well as with the investment rules, and report to the Financial and Capital Market Commission and the pension fund. 

(7) The following minimum information shall be contained in the contract with a custodian:

1) the procedure whereby information that ensures the fulfilment of the obligations and tasks of a custodian as laid down in this Law and drawing up of a pension fund’s performance reports is exchanged; 

2) the obligation of a custodian to inform the pension fund of changes in its status in accordance with the requirements of this Law; 

3) the obligation of a custodian to follow whether actions of an asset manager with the assets of the respective pension scheme comply with the requirements of regulatory provisions and the rules of the pension scheme;

4) the control procedure established by an asset manager for instructions regarding transactions in the assets of a pension fund's pension scheme.

(As amended by the Laws of 27 August 1998, of 1 June 2000, of 10 October 2002, of 20 November 2003, and of 10 November 2005.)

Article 211. Change of a Custodian or an Asset Manager

(1) Where a pension fund decides to change the custodian or the asset manager, it shall submit to the Financial and Capital Market Commission the following documents along with the new contract within three business days of concluding the new contract:

1) a substantiated decision of its executive board regarding the necessity to change the asset manager or the custodian and the calendar plan for changing the asset manager and the custodian that is approved by the executive board;

2) in case of insolvency or bankruptcy of the asset manager or the custodian, also information regarding measures for safeguarding the assets of the pension fund.

(2) Within 30 days of concluding a new contract with a custodian, a pension fund shall submit to the Financial and Capital Market Commission documents certifying that the new custodian has received the assets accrued under the respective pension scheme and other assets, as well as documents certifying property rights in respect of monetary and other assets. Where necessary, the Financial and Capital Market Commission shall be entitled to request a special report on the performance of the pension fund that shall be drawn up in accordance with the regulatory provisions that govern the drawing up of the annual report/accounts of private pension funds and the auditor’s opinion. 

(In the wording of the Law of 10 November 2005.)

Article 22. Individual Accounts
(1) The executive board of a pension fund shall ensure that the accrued supplementary pension capital of each member of a pension scheme is calculated and accounted irrespective of the fact whether the respective member participates in the pension scheme on the basis of a collective or an individual membership contract. Where a pension fund guarantees certain investment performance or a defined amount of benefits, or ensures cover against biometrical risks, its executive board shall ensure a separate accounting of all contributions and benefits, and establishment of technical provisions for each member of the pension scheme.

(2) All contributions to a pension fund paid by the respective person himself/herself or on his/her behalf, as well as all investment income shall be registered in individual accounts; contributions for ensuring cover against biometrical risks shall be registered separately.

(3) (Deleted by the Law of 10 November 2005.)

(4) The auditor of a pension fund shall draw up an annual opinion to the effect that individual accounts are maintained in accordance with the requirements of this Law and other regulatory provisions, the by-laws of a pension fund, the rules of a pension scheme and the provisions of the membership contract.

(5) The Financial and Capital Market Commission shall establish the general procedure whereby the accrued supplementary pension capital is calculated.

(As amended by Laws of 1 June 2000 and of 10 November 2005.)


Article 22.1 Own Funds
(1) Where a pension fund offers a defined contribution scheme with a guaranteed investment performance or a defined benefit scheme, or ensures cover against biometrical risks in a pension scheme, the minimum own funds shall be an equivalent of three million euro calculated according to the exchange rate set by the Bank of Latvia. The requirements of this Article shall not apply to a closed pension fund where an employer has assumed responsibility for the fulfilment of liabilities of the pension schemes offered by that closed pension fund.

(2) To ensure that the financial performance of the pension fund referred to in Paragraph 1 hereof is sound, that pension fund shall always have at its disposal own funds in compliance with the requirements of this Article. The Financial and Capital Market Commission shall establish the procedure whereby own funds are calculated.

(3) The pension fund referred to in Paragraph 1 hereof shall promptly notify the Financial and Capital Market Commission of any reasons for a decrease in its own funds where the decrease is of 10 per cent or more in comparison with the amount disclosed in the previous financial statements.

(4) To assess the financial soundness of the pension fund referred to in Paragraph 1 hereof, its own funds shall be compared with its solvency ratio. A pension fund is deemed in compliance with the solvency requirement where its own funds are equal to or larger than its solvency ratio.

(5) The solvency ratio shall be calculated pursuant to the procedure established by the Financial and Capital Market Commission and it shall not be below the minimum own funds.

(6) Where the own funds of the pension fund referred to in Paragraph 1 hereof are below the calculated solvency ratio, but above the minimum own funds, the pension fund shall promptly notify the Financial and Capital Market Commission and, not later than within 10 days, submit to it for approval a plan for improving its financial standing to restore its own funds to the level of the calculated solvency ratio.

(7) Where the own funds of the pension fund referred to in Paragraph 1 are below the minimum own funds, the pension fund shall promptly notify the Financial and Capital Market Commission and, not later than within 10 days, submit to it for approval a plan for improving its financial standing to promptly restore the amount of own funds to their minimum level.

(8) Where in the cases referred to in Paragraphs 6 and 7 hereof a pension fund refuses to submit a plan for improving its financial standing or the measures envisaged therein fail to ensure the restoration of own funds, or where it fails to implement the plan, the Financial and Capital Market Commission shall be entitled to take a decision on:

1) prohibiting the pension fund from operating freely with its assets and from assuming new liabilities;

2) the requirement that all benefits paid by the pension fund or any part thereof shall be mandatorily agreed with the Financial and Capital Market Commission;

3) cancelling the licence granted to the pension fund.

(In the wording of the Law of 10 November 2005.)
Article 23. Principles and Rules Governing the Investment of the Assets of a Pension Scheme
(1) The monetary and other assets of a pension scheme that are managed in accordance with the rules of that pension scheme (hereinafter, the assets of a pension scheme) shall be invested pursuant to that pension scheme’s investment rules to implement the investment policy that ensures an increase in the supplementary retirement benefits of the members of the pension scheme in the long run. When investing the assets of a pension scheme, a pension fund shall perform as a careful manager, act in the sole interest of the members of the pension scheme and follow the prudent person principle to ensure the reduction of risk and the security, quality and liquidity of investments in accordance with the commitment to pay the supplementary retirement benefit to the members of the pension scheme.

(11) The assets for funding technical provisions shall be invested taking into account the expected duration of the future supplementary retirement benefits.

(2) The assets of a pension scheme may be invested only in the investment objects laid down by this Law and in compliance with the established investment restrictions.

(3) The assets of a pension scheme may be invested in the following:

1) securities or money market instruments issued or guaranteed by the central or local governments of Latvia, other European Union Member States or countries of the European Economic Area (hereinafter, a member state);

2) securities or money market instruments issued or guaranteed by member states of the Organisation for Economic Cooperation and Development provided that the long-term credit rating of the relevant state in foreign currency has been evaluated as investment-grade by international rating agencies;

3) securities or money market instruments issued or guaranteed by those international financial institutions whose members are one or several member states;

4) shares and other equity securities, provided that they are admitted to official or similar listing on a stock exchange (regulated market; hereinafter, official listing) registered in a member state, as well as to official listing on a stock exchange of the country referred to in Subparagraph 2 hereof, provided that stock exchange is a full fledged member of the International Stock Exchange, or that are traded on other regulated financial instrument markets that are open to public;

5) debt securities of commercial companies, provided that these securities are admitted to official listings on the stock exchanges (regulated markets) referred to in Subparagraph 4 hereof or are traded on other regulated financial instrument markets that are open to public;

6) equity and debt securities of commercial companies that are not admitted to official listing on a stock exchange (regulated market), but whose issue rules envisage their admission to official listing on the stock exchanges (regulated markets) referred to in Subparagraph 4 hereof in a year’s time as of the start of the subscription to these securities;

7) time deposits with a credit institution that has received the licence for the operation of a credit institution in a member state and is entitled to provide financial services in the given countries;

8) investment funds or collective investment undertakings similar to investment funds (hereinafter, investment funds), provided that an investment fund is registered in the country referred to in Subparagraphs 1 or 2 hereof and its investors are entitled to dispose of their investment fund shares/units without any restrictions;

9) real estate that is registered in the countries referred to in Subparagraph 1 hereof;

10) financial derivatives;

11) risk capital market.

(4) The assets of a pension scheme shall be invested in compliance with the following investment restrictions:

1) investments in the securities or money market instruments issued or guaranteed by a single central or local government or an international financial institution shall not exceed 35 per cent of the assets of a pension scheme. This restriction may be exceeded in respect of the securities or money market instruments issued by the central government provided that the assets of a pension scheme contain securities or money market instruments from six or more issues of a single issuer and the value of securities or money market instruments of each issue separately does not exceed 20 per cent of the assets of a pension scheme;

2) investments in debt securities issued by a single commercial company shall not exceed 10 per cent of the assets of a pension scheme;

3) investments in equity securities issued by a single commercial company shall not exceed 10 per cent of the assets of a pension scheme and 10 per cent of the share capital and voting rights of that issuer;

4) deposits in a single credit institution shall not exceed 20 per cent of the assets of a pension scheme, but total claims on a single credit institution shall not exceed 25 per cent of the assets  of a pension scheme, excluding claims on demand vis-à-vis the custodian;

5) investments in a single investment fund shall not exceed 10 per cent of the assets of a pension scheme and 10 per cent of the net assets of that investment fund;

6) investments in a single undivided real estate shall not exceed 10 per cent of the assets of a pension scheme, but total investments in real estate shall not exceed 15 per cent of the assets of a pension scheme;

7) investments in financial instruments issued by the commercial companies that are in one group with the pension fund shall not exceed 5 per cent of the total assets of the pension schemes established by that pension fund and investments shall be made only through the intermediation of a regulated market;

71) investments in financial instruments issued by the commercial companies that have signed a collective membership contract with the pension fund shall not exceed 5 per cent of the assets of a pension scheme, total investments in the companies that are in a single group with the sponsoring employer shall not exceed 10 per cent of the assets of a pension scheme and investments shall be made only through the intermediation of a regulated market;

8) investments in financial instruments issued by the commercial companies that are in one group shall not exceed 25 per cent of the assets of a pension scheme.

(5) The restrictions referred to in Subparagraphs 1 and 4 of Paragraph 4 hereof may be exceeded for 12 months after a member of a pension scheme has paid the first contribution, provided that the value of the assets of a pension scheme is less than 100 000 lats.

(51) At least 70 per cent of the investments of a pension scheme in financial instruments shall be made through the intermediation of a regulated market.

(6) The assets of a pension scheme shall not be used for loans and the monetary assets of a pension scheme shall not be used to grant a loan or issue a guarantee.

(7) Where the assets of a pension scheme are used in transactions involving repurchase or reverse repurchase conditions, the liabilities arising from such transactions shall not exceed 50 per cent of the assets of that pension scheme. Such transactions shall only be permitted to ensure short-term liquidity of a pension scheme, and their maturity shall be up to three months.

(71) When the assets of a pension scheme are invested in risk capital market, claims on a single issuer or counterparty shall not exceed 10 per cent of the assets of that pension scheme.

(8) The assets of a pension scheme may be invested in financial derivatives in compliance with the following conditions:

1) this possibility has been established in the investment policy approved by the executive board of a pension fund;

2) the executive board of the pension fund has established an appropriate reporting, risk management and control system that ensures a continuous, precise and objective assessment of financial derivatives;

3) the respective investments are made either to hedge particular assets of a pension scheme against risk of fluctuations in their value that may arise upon changes of the price of the respective asset or the exchange rate or to facilitate an efficient portfolio management;

4) financial derivatives admitted to official listing on the stock exchanges (regulated markets) referred to in Subparagraph 4 of Paragraph 3 hereof or the liabilities inherent in the financial instrument are assumed by a credit institution that is entitled to provide financial services in Latvia or another member state;

5) investments in financial derivatives of a single issuer (total value of transactions with a single counterparty) shall not exceed 5 per cent of the assets of that pension scheme.

(9) The open foreign currency position of a defined contribution scheme shall not exceed:

1) 10 per cent of the assets of that pension scheme in a single foreign currency (excluding the euro);

2) 20 per cent of the assets of that pension scheme in all foreign currencies (excluding the euro).

(91) The Financial and Capital Market Commission shall establish the procedure whereby the open foreign currency position is calculated.

(10) The executive board of a pension fund shall be responsible for the following:

1) in compliance with the investment rules of the respective pension scheme, prepare and submit to the Financial and Capital Market Commission information on the investment policy of the respective pension scheme;

2) regularly, but at least once every three years, assess the established investment policy and submit to the Financial and Capital Market Commission a detailed description of the investment policy that the pension scheme will implement in the future;

3) without delay (not later than within three days) submit to the Financial and Capital Market Commission information on any changes in the investment policy of a pension scheme.

(101) The investment policy of a pension scheme shall establish the principles whereby the assets of that pension scheme are invested, the methods to determine investment-related risk and a risk management system. Information on investment policy shall contain at least the following:

1) the goals and conditions of the investment policy;

2) the asset placement strategy (distribution of long-term assets by main investment categories);

3) the asset placement tactics (geographically, by market, sector, counterparty and currency);

4) the general policy whereby individual financial instruments and other investments are selected;

5) quantitative restrictions on investments, the procedure whereby the restrictions are complied with and controlled;

6) the limit beyond which the holding of a particular asset is terminated or restricted;

7) any intention to use financial derivatives, conclude purchase contracts with repurchase or reverse repurchase conditions;

8) where there is an intention to use financial derivatives, the general policy whereby financial derivatives are used, their valuation methods and risk management policy, as well as the economic impact of their usage on the investment portfolio;

9) the division of responsibility in decision making;

10) methods for determining investment risk, its control and management;

11) criteria for assessing investment return;

12) a description of the policy in respect of voting on investments that allows to participate in decision making regarding investments, and the decision-making procedure whereby voting rights are exercised;

13) information on the custodian and the asset manager, as well as the methods for assessing their performance;

14) the policy for averting potential conflict of interest indicating the actions of the pension fund in the case of a potential conflict of interest to ensure that the asset manager invests the assets  of a pension scheme in the sole interest of the members of that pension scheme.

(102) The executive board of a pension fund shall ensure that an appropriate reporting and controlling system is established with the aim of verifying whether the asset manager manages the assets of a pension scheme in compliance with the policy and the procedures established by the executive board of the pension fund.

(11) The executive board of a pension fund shall ensure that information on investment policy is freely available to members of a pension scheme and shareholders of the pension fund and shall place this information on the Internet homepage of the respective pension fund, if created, or on the Internet homepage of any shareholder of the pension fund where the respective pension fund does not have its own Internet homepage.

(12) The restrictions referred to in Paragraph 9 hereof shall not apply to investments in the euro.

(In the wording of the Law of 10 October 2002 as amended by the Laws of 
20 November 2003, of 18 March 2004, of 17March 2005 and of 10 November 2005.)


Article 23.1 Technical Provisions 

(1) A pension fund that offers a defined contribution scheme with a guaranteed investment performance or a defined benefit scheme, or that envisages cover against biometrical risks in a pension scheme shall establish technical provisions for these pension schemes in the amount sufficient to meet their liabilities and to ensure its performance in a sound manner.

(2) The executive board of the pension fund referred to in Paragraph 1 hereof shall approve the procedure whereby technical provisions are established and shall be responsible for ensuring compliance with this procedure. The pension fund shall submit the procedure whereby technical provisions are made to the Financial and Capital Market Commission in writing within 10 days of its approval and shall notify the Commission of any changes therein within the term indicated above.

(3) The currency of technical provisions shall match the currency in which a pension fund has its liabilities in respect of the pension schemes it offers.

(4) Technical provisions shall at all times be fully funded in compliance with the requirements of Article 23 hereof.

(5) The currency structure of the funding of technical provisions and of technical provisions shall be matched. The Financial and Capital Market Commission shall establish the permitted deviations for matching the currencies of the funding of technical provisions and of technical provisions.

(6) Technical provisions shall be calculated for each pension scheme separately at least once a year.

(7) The Financial and Capital Market Commission shall issue regulatory provisions governing the methods for calculating technical provisions.

(8) Where technical provisions are not funded with assets that comply with the requirements of Article 23 hereof, a pension fund shall promptly notify the Financial and Capital Market Commission, and not later than within 10 days after doing so it shall submit a plan for improving its financial standing to the Financial and Capital Market Commission. The plan shall include the measures envisaged by the pension fund to re-establish the funding of technical provisions and the deadline for these measures. Upon agreeing the plan with the Financial and Capital Market Commission, the pension fund shall ensure that the plan is available to the members of the pension scheme.

(9) A pension fund that offers a defined contribution scheme with a guaranteed investment performance or envisages cover against biometrical risks in a pension scheme, or offers a defined benefit scheme shall supplement its annual report/accounts with an actuary’s opinion whose volume and structure shall be established by the Financial and Capital Market Commission.

(In the wording of the Law of 10 November 2005.)


Article 24. Information to Be Given to Members of a Pension Scheme and Beneficiaries 

(1) Upon receipt of a request of a member of a pension scheme or a beneficiary, or their duly authorised representative, a pension fund shall provide them with its annual reports/accounts, and those annual reports/accounts that relate to the particular pension scheme where that fund is responsible for more than one pension scheme, as well as with a description of the investment policy of the definite pension scheme.

(2) Not later than within seven days of the receipt of permission from the Financial and Capital Market Commission to make amendments in a pension scheme, a pension fund shall notify in writing the members of the respective pension scheme and the beneficiaries, except in the cases referred to in Paragraph 10 of Article 9 hereof when a pension fund shall notify  the members of  the respective pension scheme and the beneficiaries of any amendments within seven days of their approval by the executive board of the pension fund.

(3) Upon request of a member, a pension fund shall provide to it a pension scheme and detailed information that includes the following:

1) the target level of the supplementary retirement benefit, if it has been established;

2) the level of the supplementary retirement benefit in case of cessation of employment;

3) where members bear investment risk, information on investment options, if any, and on the actual investment portfolio, and information on risk exposure and any investment-related costs;

4) arrangements whereby a member, in the event of cessation of employment, may transfer accrued contributions for the supplementary retirement benefit to another pension fund or pension scheme.

(4) At least once a year the executive board of a pension fund shall send to each member of a pension scheme a written statement on the respective reporting period. The statement shall indicate the contributions for the account of the member of a pension scheme paid during the reporting period, accrued supplementary retirement benefit in its individual account, and an indication as to where the annual report/accounts of the pension fund is/are available to members of a pension scheme.

(5) The executive board of a pension fund shall have an obligation to notify members of a pension scheme of any changes that relate to the appointment of an auditor, asset manager or custodian and to provide any other information on the operation of the pension fund after the previous report.

(6) Upon retirement or when other benefits or services become due, each beneficiary shall receive the relevant information on those other benefits or services.

(In the wording of the Law of 10 November 2005.)


Chapter VII. Other Provisions

Article 25. Accounting, Record Keeping and Auditing of a Pension Fund’s Operations
(1) A pension fund shall arrange its accounting and record keeping in due course of law, regulatory provisions of the Ministry of Finance and of the Financial and Capital Market Commission and within its competence.

(2) A pension fund shall draw up its annual report/accounts pursuant to the regulatory provisions of the Financial and Capital Market Commission. The annual report/accounts shall be submitted to the Financial and Capital Market Commission within 10 days of its/their approval by the shareholders meeting of the pension fund, but not later than four months after the end of the reporting year.

(3) An official auditor or a commercial company of official auditors shall notify a pension fund of the results of the audit of the annual report/accounts. The auditor’s opinion shall be prepared in due course of the Law on Certified Auditors. A copy of the auditor’s opinion shall be attached to the annual report/accounts submitted by the pension fund to the Financial and Capital Market Commission in accordance with the requirements of Paragraph 2 hereof.

(4) An official auditor or a commercial company of official auditors shall prepare an opinion to the management of a pension fund. The auditor’s opinion shall disclose any particular drawbacks and specific issues related to the operations of a pension fund. A copy of the auditor’s opinion shall be sent to the Financial and Capital Market Commission in accordance with the requirements of Paragraph 2 hereof.

(5) The Financial and Capital Market Commission shall request that a pension fund submits to it quarterly reports on its financial activities and shall establish the form, contents and submission deadlines of these reports.

(6) The Financial and Capital Market Commission shall have an obligation to inspect the operation of a pension fund at least once every three years. The Financial and Capital Market Commission shall be entitled to authorise an official auditor or another person for this task.

(7) (Deleted by the Law of 10 November 2005.)
(8) The Financial and Capital Market Commission shall be entitled to request information on the audit of the annual report/accounts from the official auditor or the commercial company of official auditors.

(In the wording of the Law of 27 August 1998 as amended by the Law of 1 June 2000, of 10 October 2002 and of 10 November 2005.)


Article 26. Insolvency of an Asset Manager, a Custodian or an Employer 
(1) Where the asset manager or custodian of a pension fund has been recognised as insolvent and the bankruptcy proceedings are initiated, or the licence of the asset manager or the custodian has been cancelled, the executive board of a pension fund shall take a decision on appointing a new asset manager or custodian and transfer its assets to the new asset manager or custodian.

(2) Where a sponsoring employer has been recognised as insolvent and its bankruptcy proceedings are initiated, the employee's pension scheme and the respective collective membership contract shall be terminated unless the new sponsoring employer takes over all rights and liabilities of the former employer. Members of a pension scheme may continue their membership in the pension scheme with the new sponsoring employer.

(3) Where a sponsoring employer has been recognised as insolvent and its bankruptcy proceedings are initiated, a member shall be entitled to terminate its membership in a pension scheme and request that its accrued assets are transferred to another pension scheme. In this case the value of the transferable or payable supplementary pension capital shall be calculated in accordance with the provisions of Paragraph 3 of Article 22 hereof.

(As amended by the Law of 10 November 2005.)


Article 27. Reorganisation or Liquidation of a Pension Fund
(1) A pension fund shall be reorganised or liquidated in due course of the Commercial Law and in compliance with the additional provisions laid down in this Article.

(2) A pension fund shall be reorganised or liquidated only upon permission of the Financial and Capital Market Commission.

(3) To receive permission to reorganise a pension fund, the pension funds undergoing reorganisation (hereinafter, pension funds under reorganisation) shall submit the following documents to the Financial and Capital Market Commission:

1) an application for reorganisation of a pension fund indicating the reorganisation type and the documents attached to the application;

2) a draft reorganisation contract;

3) the auditor’s opinion on the draft reorganisation contract;

4) a reorganisation prospectus (prospectuses).

(4) The draft reorganisation contract and reorganisation prospectuses of a pension fund under reorganisation shall contain not only the information required by regulatory provisions but also information on further activity of the pension schemes of that pension fund under reorganisation and procedures whereby it is ensured that reorganisation will not adversely influence the legitimate interests of the members of the respective pension scheme.

(5) Where new pension funds are established as a result of reorganisation of a pension fund, the documents referred to in Paragraph 3 of Article 8 hereof shall be submitted to the Financial and Capital Market Commission.

(6) Where the composition of shareholders changes as a result of the reorganisation of a pension fund or within the newly established pension funds, the respective pension funds shall submit to the Financial and Capital Market Commission information and documents on the new shareholders referred to in Subparagraph 3 of Paragraph 3 of Article 8 hereof.

(7) Where as a result of reorganisation the members of the council or the executive board of a pension fund, the chief actuary, the head of the internal audit service of a pension fund change, the respective pension fund shall submit to the Financial and Capital Market Commission the documents referred to in Paragraph 8 of Article 14 hereof.

(8) The shareholders meeting shall not be entitled to take a decision on the completion of the liquidation of the pension fund until the pension fund fulfils its liabilities to the members of pension schemes in full amount.

(9) In case of the liquidation of a pension fund, members of pension schemes shall be entitled to all their assets accrued for the supplementary retirement benefit in their individual accounts.

(10) The supplementary pension capital accrued in a pension fund under liquidation shall be transferred to another pension fund upon an instruction of the Financial and Capital Market Commission.

(11) The Financial and Capital Market Commission shall scrutinise the application for the reorganisation or liquidation of a pension fund and take the decision within 30 days of the receipt of all documents, as laid down in this Law, that have been prepared in accordance with the requirements of regulatory provisions.

(In the wording of the Law of 10 November 2005.)


Article 28. State Supervision of the Operations of Private Pension Funds 
(1) The Financial and Capital Market Commission shall supervise the financial activity of a pension fund and the procedure whereby it submits information to members of a pension scheme or beneficiaries.

(2) The Financial and Capital Market Commission shall have an obligation to ensure that pension funds perform with a professional approach and stability, as well as to protect the legitimate interests and rights of the members of the registered pension schemes.

(3) To finance the Financial and Capital Market Commission, a pension fund shall make deductions, in the amount and according to the procedure established by the Financial and Capital Market Commission, from contributions that have been paid to its registered pension schemes by members of pension schemes themselves or for their account. These deductions shall be included in the expenses of the pension scheme.

(4) The Financial and Capital Market Commission shall be entitled to conduct thematic inspections of the operations of a pension fund and request that a pension fund submits to it information and documents on its operations. A pension fund shall have an obligation to submit to the Financial and Capital Market Commission all required information and present to it all documents; and a pension fund shall not refuse from doing it under the pretext of a commercial secret.

(5) On the basis of the reports received and inspections and audits carried out, the Financial and Capital Market Commission shall assess the soundness of the financial standing of a pension fund and, if necessary, instruct it on improving the financial standing. The pension fund shall implement the instructions by the established deadline.

(51) The Financial and Capital Market Commission shall be entitled to cancel the licence of a pension fund where that pension fund:

1) has not started its operations within 12 months of the receipt of the licence;

2) has failed to submit a plan for improving its financial standing in the case referred to in Paragraphs 6 and 7 of Article 221 or Paragraph 8 of Article 231 hereof and by the established deadline;

3) does not take the measures established in the plan for improving its financial standing;

4) does not provide the full funding of technical provisions with the assets that comply with the requirements of Article 23 hereof;

5) violates this Law, the provisions of the Cabinet of Ministers issued in compliance with this Law and the regulatory provisions of the Financial and Capital Market Commission or the requirements of other regulatory provisions governing commercial activities or fails to comply with the conditions of its licence;

6) has refused from its licence;

7) has ceased its operation following a court decision;

8) is not in a position to meet its liabilities to members of a pension scheme;

9) has failed to rectify the detected violations by the deadline established by the Financial and Capital Market Commission.

(52) The Financial and Capital Market Commission shall provide information on the cancellation of the licence to the interested competent authority of the host country.

(53) Where the Financial and Capital Market Commission uncovers conditions that may serve as a basis for the decision on cancelling the licence for the operation of a pension fund, it shall be entitled to take a substantiated decision on suspending the licence. The licence shall not be suspended for a term that exceeds six months. The Financial and Capital Market Commission shall indicate the restrictions which a pension fund must observe by the deadline for the suspension of the licence. For the purposes of this Article, restrictions shall apply to the following:

1) attracting new members;

2) accepting new contributions;

3) amending and concluding contracts;

4) registering new pension schemes;

5) investing contributions;

6) performing other operations of a pension fund.

(54) Appeal in court of the administrative act of the Financial and Capital Market Commission on the cancellation or suspension of the licence shall not suspend the execution of this Article.

(6) To perform its tasks as established in this Law, other laws or the provisions of the Financial and Capital Market Commission, the Financial and Capital Market Commission shall be entitled to issue regulatory provisions and instructions for pension funds. Regulatory provisions and instructions for pension funds shall be published in the newspaper Latvijas Vēstnesis.
(7) A representative of the Financial and Capital Market Commission shall be entitled to inspect on site, both in the head office and branches, the operations and documents of a pension fund, and to participate in the meetings of the management bodies of a pension fund without the right to vote.

(8) The Financial and Capital Market Commission shall be entitled to propose convening a meeting of the executive board and the council of a pension fund or a shareholders meeting and to establish the agenda of the meeting.

(9) The decision of the Financial and Capital Market Commission on the refusal to grant the licence, on suspending or cancelling the licence may be appealed in court within one month of the date of taking the decision.

(In the wording of the Law of 27 August 1998 as amended by the Law of 27 May 1999, of 1June 2000, of 10 October 2002 and of 10 November 2005.)


Article 29. Tax Policy Related to Pension Funds
(1) The state shall establish a special procedure whereby taxes related to pension funds, their operations, investment income and contributions to pension funds are paid and the relief in respect of the personal income tax and the corporate income tax.

(2) Tax relief and the special payment procedure shall apply only to those licensed pension funds whose pension schemes are licensed pursuant to the requirements of this Law and to members of licensed pension schemes.


Chapter VIII. Cross-Border Activities

(Chapter in the wording of the Law of 10 November 2005.)

Article 30. Opening a Branch
(1) Where a pension fund wishes to open a branch in another member state, it shall submit to the Financial and Capital Market Commission an application for the opening of a branch and indicate the following:

1) the address of the branch in the host country (the address to be used to send and receive information);

2) the organisational structure of the branch;

3) information on the manager of the branch pursuant to the requirements of Subparagraph 4 of Paragraph 3 of Article 8 hereof that allows to ascertain of the compliance of that person with the requirements of this Law;

4) the activity plan for the first three years.

(2) Where a pension fund has submitted to the Financial and Capital Market Commission an application that complies with the requirements of Paragraph 1 hereof, the Financial and Capital Market Commission shall scrutinise the application and send it to the competent authorities of the host country within three months of the receipt of the application, simultaneously notifying the pension fund to this effect.

(3) The Financial and Capital Market Commission shall be entitled to take a decision on refusal to open a branch in another member state where the Commission considers that:

1) the documents submitted by a pension fund contain false or incomplete information;

2) the organisational and management structure of a branch is likely to prevent proper supervision;

3) the manager of a branch fails to comply with the requirements of this Law;

4) the pension fund is implementing a plan for improving its financial standing;

5) the violations detected by the Financial and Capital Market Commission have not been rectified by the established deadline.

(4) The Financial and Capital Market Commission shall send the decision on refusal to open a branch to the pension fund. It shall indicate the reason for the refusal in the decision.

(5) A pension fund shall be entitled to open a branch in another member state upon receipt of a notification from the Financial and Capital Market Commission to the effect that the information on the intention of the pension fund to open a branch has been sent to the competent authorities of the host country.


Article 31. Accepting Contributions for Ensuring the Supplementary Retirement Benefit from the Sponsoring Employer of another Member State 

(1) A pension fund shall notify the Financial and Capital Market Commission in writing of any new intention to accept contributions for ensuring the supplementary retirement benefit from a sponsoring employer of another member state.

(2) A pension fund shall include the following information in a notification:

1) the host country;

2) the firm name of the sponsoring employer;

3) a description of the pension scheme offered to the sponsoring employer of the host country that has been agreed between the host country and the Financial and Capital Market Commission and that contains a brief description of the information referred to in Paragraph 3 of Article 8 hereof, a certified translation in the official language of the host country or another language that has been agreed between the host country and the Financial and Capital Market Commission.

(3) Where a pension fund has submitted to the Financial and Capital Market Commission a notification that complies with Paragraph 2 hereof, the Financial and Capital Market Commission shall scrutinise the notification and send it to the competent authorities of the host country within three months of the receipt of the notification, simultaneously notifying the pension fund to this effect.

(4) The Financial and Capital Market Commission shall not send the information to the competent authorities of the host country where the Commission considers that:

1) the pension fund is implementing a plan for improving its financial standing;

2) the organisational structure of the pension fund is likely to prevent proper supervision pursuant to the regulatory provisions of the Republic of Latvia;

3) the violations detected by the Financial and Capital Market Commission have not been rectified by the established deadline.

(5) Where the Financial and Capital Market Commission decides that it will not send the information submitted by a pension fund to the competent authorities of the host country, it shall promptly send the respective decision to the pension fund and indicate the reason for refusal.

(6) Within two months of the receipt of a notification from the Financial and Capital Market Commission, the competent authorities of the host country may notify the Financial and Capital Market Commission of the conditions which the pension fund will have to observe when operating in the host country and which concern the following:

1) the rights of members of a pension scheme deriving from their membership in a pension scheme on the basis of employment relationship;

2) investment restrictions, if established by the host country;

3) the scope of information to be given to members of a pension scheme or beneficiaries.

(7) Upon receipt of the information referred to in Paragraph 6 hereof, the Financial and Capital Market Commission shall promptly send it to the pension fund.

(8) A pension fund shall be entitled to start accepting contributions for ensuring the supplementary retirement benefit from a sponsoring employer of the host country either upon receipt of the information referred to in Paragraph 6 hereof or upon expiration of the deadline established in that Paragraph. The pension fund shall comply with the requirements of the host country deriving from the information provided by the competent authorities in accordance with Paragraph 6 hereof.

(9) Where information on the changes in the conditions which the pension fund has to observe to operate in the host country has been received from the competent authority of the host country, the Financial and Capital Market Commission shall promptly send this information to the pension fund.


Article 32. Accepting Contributions for Ensuring the Supplementary Retirement Benefit from the Sponsoring Employer Registered in Latvia 

(1) In order that a pension fund of a member state may start accepting contributions for ensuring the supplementary retirement benefit from a sponsoring employer registered in Latvia, the Latvian competent authorities shall receive a notification from the competent authorities of the home country containing the information referred to in Paragraph 2 of Article 31 hereof.

(2) Within two months of the receipt of the notification the Financial and Capital Market Commission shall summarise and send to the competent authorities of the home country of a pension fund a description of the information which a pension fund will have to provide to a member of a pension scheme or a beneficiary, when accepting contributions for ensuring the supplementary retirement benefit from a sponsoring employer registered in Latvia.

(3) A pension fund of a member state shall be entitled to accept contributions for ensuring the supplementary retirement benefit from a sponsoring employer registered in Latvia either upon receipt of the information referred to in Paragraph 2 hereof or upon expiration of the deadline established in that Paragraph. A pension fund of a member state shall comply with the requirements deriving from the information provided by the Financial and Capital Market Commission in accordance with Paragraph 2 hereof.

(4) Where there are changes in the conditions which the pension fund has to observe when operating in Latvia, the Financial and Capital Market Commission shall promptly notify the competent authorities of the home country of the pension fund to this effect.


Article 33. Supervision of Cross-Border Activities
(1) The Financial and Capital Market Commission shall be entitled to carry out inspections in those pension funds of another member state that accept contributions for ensuring the supplementary retirement benefit from a sponsoring employer registered in Latvia.

(2) The Financial and Capital Market Commission shall supervise whether a pension fund of another member state that accepts contributions for ensuring the supplementary retirement benefits from a sponsoring employer registered in Latvia complies with the conditions relating to the provision of information to members of a pension fund.

(3) The Financial and Capital Market Commission shall be entitled to receive the information necessary to it for supervisory purposes from pension funds and competent authorities of other member states.

(4) When exercising supervision, the Financial and Capital Market Commission shall consult with the competent authority of the home country of a pension fund.

(5) Where the Financial and Capital Market Commission detects violations during the supervision of a pension fund of another member state that accepts contributions for ensuring the supplementary retirement benefit from a sponsoring employer registered in Latvia, it shall promptly notify the competent authority of the home country of that pension fund.


Transitional Provisions

1. By 1 July 1998 only the following may act as an asset manager for pension funds:

1) banks that have the licence issued by the Bank of Latvia and the licence for intermediation in the securities market issued by the Securities Market Commission and permission to attract deposits of natural persons issued by the Bank of Latvia;

2) life insurance joint-stock companies that have the licence for the provision of life insurance issued by the State Insurance Supervision Inspection.

2. Investment companies may act as asset managers for pension funds only after the adoption of the law on investment companies and its taking effect. The Law shall take effect simultaneously with the Law on Investment Companies.

(In the wording of the Law of 11 December 1997.)

3. By 31 December 2002, pension funds that have established and licensed pension schemes whose investment rules fail to comply with this Law shall prepare and submit the respective amendments to pension schemes to the Financial and Capital Market Commission for registration.

(In the wording of the Law of 10 October 2002.)

4. By 30 June 2003, taking into account the interests of members of pension schemes, pension funds shall take all necessary actions to ensure that the placement of the assets of pension schemes complies with the investment restrictions laid down in this Law and the investment rules of the pension scheme.

(In the wording of the Law of 10 October 2002.)

5. Investment companies that have started to act as asset managers for pension schemes established by private pension funds until 30 April 2004 shall take the necessary measures to ensure compliance with the requirements of this Law by 31 December 2004.

(In the wording of the Law of 18 March 2004.)

6. The Financial and Capital Market Commission shall permit an investment company to freely operate with the security deposit and own assets that are kept as security for losses incurred on a pension fund and members of pension schemes as a result of fraud, theft or negligence of employees of an investment company only after an investment company has ensured compliance with one of the following conditions:

1) has complied with the requirements set out in Paragraph 5 of the Transitional Provisions hereof and the pension fund for whom it acts as asset manager has given its consent to amending respectively the contract on asset management;

2) has terminated asset management of a private pension fund in due course of the regulatory provisions governing the operations of private pension funds.

(In the wording of the Law of 18 March 2004.)

7. The Financial and Capital Market Commission shall permit a credit institution, a brokerage firm or an insurance joint-stock company to freely operate with the security deposit  and own assets that are kept as security for losses incurred on a pension fund and members of a pension scheme as a result of fraud, theft or negligence of the employees of an investment company only after the pension fund for whom it acts as asset manager has given its consent to amending respectively the contract on asset management.

(In the wording of the Law of 18 March 2004.)

8. Taking into account the interests of members of a pension scheme, the executive board of a pension fund shall take the necessary actions to ensure that the assets of those pension schemes that have been licensed until 15 January 2005 comply with the requirements laid down in Paragraph 9 of Article 23 hereof as of 1 April 2005.

(In the wording of the Law of 17 March 2005.)

9. Within one month of this Law taking effect, the Financial and Capital Market Commission shall re-register the licence for those pension funds that have the special permit (licence) for operations of a pension fund issued by the Financial and Capital Market Commission and indicate therein the right to offer a defined contribution scheme without a guaranteed investment performance and without cover against biometrical risks.

(In the wording of the Law of 10 November 2005.)

10. For a pension scheme licensed by the Financial and Capital Market Commission, a pension fund shall develop an investment policy that complies with the requirements of Paragraph 101 of Article 23 hereof and submit it to the Financial and Capital Market Commission within three months of the respective amendments taking effect.

(In the wording of the Law of 10 November 2005.)


Reference to the European Union Directives

(Reference in the wording of the Law of 10 November 2005.)

The Law incorporates legal norms deriving from:

1) Council Directive 98/49/EC of 29 June 1998 on safeguarding the supplementary pension rights of employed and self-employed persons moving within the Community;

2) Directive 2001/107/EC of the European Parliament and of the Council of 21 January 2002 amending Council Directive 85/611/EEC on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities (UCITS) with a view to regulating management companies and simplified prospectuses;

3) Directive 2003/41 EC of the European Parliament and of the Council of 3 June 2003 on the activities and supervision of institutions for occupational retirement provision.


The Law was adopted by the Saeima on 5 June 1997.

For the President of the State 

the Chairperson of the Saeima


                                                A. Čepānis



Riga, 20 June 1997
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