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Decision No. 191 

of the Board of the Financial and Capital Market Commission


(Minutes No. 35, Paragraph 3)






Riga, 29 August 2003

ON THE APPROVAL OF THE REGULATIONS FOR OBTAINING PERMITS OF THE FINANCIAL AND CAPITAL MARKET COMMISSION REGULATING THE OPERATION OF INSURERS AND FOREIGN REINSURERS, FOR MAKING NOTIFICATIONS, DOCUMENT COORDINATION AND INFORMATION PROVISION
Based on Article 20, Paragraph two, Article 24, Clauses 2 and 7, Article 26, Paragraphs one and two, Article 28, Article 281, Paragraphs one and two, Article 30, Paragraphs one and two, Article 34, Article 35, Article 54, Paragraph three, Article 55, Paragraph one, Article 62, Paragraph two, Article 65, Paragraphs one and three, Article 73, Paragraph one and Article 1041 of the Law on Insurance Companies and Supervision Thereof and Article 6, Clause 1, Article 7, Clause 1 and Article 17, Clause 2 of the Law on the Financial and Capital Market Commission,

the Board of the Financial and Capital Market Commission d e c i d e s:

to approve the Regulations for Obtaining Permits of the Financial and Capital Market
Commission Regulating the Operation of Insurers and Foreign Reinsurers, for Making Notifications, Document Coordination and Information Provision ( appended).


Chairman 

of the Financial and Capital Market Commission 

                  U. Cērps
 REGULATIONS FOR OBTAINING PERMITS OF THE FINANCIAL AND CAPITAL MARKET COMMISSION REGULATING THE OPERATION OF INSURERS AND FOREIGN REINSURERS, FOR MAKING NOTIFICATIONS, DOCUMENT COORDINATION AND INFORMATION PROVISION
1. GENERAL PROVISIONS
1.1. The Regulations for Obtaining Permits of the Financial and Capital Market
Commission Regulating the Operation of Insurers and Foreign Reinsurers, for Making Notifications, Document Coordination and Information Provision (hereinafter – these Regulations) have been formulated in accordance with the Law on Insurance Companies and Supervision Thereof and the Law on the Financial and Capital Market Commission.

1.2. These Regulations determine procedures as to how:

1.2.1. the Financial and Capital Market Commission (hereinafter – the Commission) shall issue a permit to an insurer:

1.2.1.1. for taking on duties of the chairperson of the executive board, the deputy chairperson of the executive board, the head of the internal audit (inspection) service  (company auditor), the chief actuary of an insurance company, the head and the chief actuary of a branch of a foreign insurer, 
1.2.1.2. to carry out reorganisation,

1.2.1.3. to transfer all insurance contracts or part thereof to another insurer,
1.2.1.4. to initiate liquidation procedures; 
1.2.1.5. to make amendments to a loan agreement if the insurance company includes subordinated capital in the calculation of own funds,

1.2.1.6. for repayment of undated preference shares if the insurance company includes undated preference shares with dividends in arrears in the calculation of own funds;

1.2.2. an insurer shall coordinate:

1.2.2.1. a plan for the improvement of its financial situation if the amount of own funds of the insurer is less than the calculated solvency margin or the guarantee fund,

1.2.2.2. payment of dividends if a report issued by the sworn auditor or sworn audit commercial company auditing the annual report is with qualification;
1.2.3. an insurer shall inform the Commission of:
1.2.3.1. the reasons for the decrease in own funds,

1.2.3.2. the changes in the composition of the insurer’s executive board or board of directors,

1.2.3.3. any circumstances that may substantially affect the further operation of the insurer,

1.2.3.4. close links,

1.2.3.5. the amendments and changes to documents and information submitted to the Commission;

1.2.4. a person shall submit to the Commission an application regarding its intention to acquire, increase, decrease or terminate a qualifying participating interest in an insurance company;

1.2.5. an insurance company shall submit to the Commission an application regarding the acquisition, increase, decrease and termination by a person of a qualifying participating interest in the insurance company, which shall be accompanied by a list of shareholders of the insurance company;

1.2.6. a foreign insurer shall inform the Commission of the opening of its representative office or permanent representative office in the Republic of Latvia.

1.3. Paragraphs 1.2.4 and 1.2.5 of these Regulations shall not apply to mutual insurance cooperative companies.

1.4. Documents formulated and approved in the Republic of Latvia and copies thereof shall be formulated in accordance with the requirements of regulations approved by the Republic of Latvia Cabinet regarding formulation and completion of documents.
1.5. Documents of foreign natural and legal persons shall be legalised unless laws of the Republic of Latvia or international agreements ratified by the Saeima
 of the Republic of Latvia provide for another procedure. Documents in foreign languages shall have a notarised translation in Latvian.  
1.6. For the purposes of these Regulations, a procurator and other persons, who, when taking important decisions on behalf of the insurer, are responsible for the underwriting of an insurer’s risks, reinsurance or making investments, shall be regarded as persons who, when taking important decisions on behalf of the insurer, will cause civil liability for the insurer.   
2.  Confirming appointment to office AS CHAIRPERSON OF THE EXECUTIVE BOARD, DEPUTY CHAIRPERSON OF THE EXECUTIVE BOARD, HEAD OF THE INTERNAL AUDIT (INSPECTION) SERVICE  (COMPANY AUDITOR), CHIEF ACTUARY OF AN INSURANCE COMPANY AND AS HEAD AND CHIEF ACTUARY OF A BRANCH OF A FOREIGN INSURER 
2.1. In order to confirm appointment to office as chairperson of the executive board, deputy chairperson of the executive board, head of the internal audit (inspection) service  (company auditor), chief actuary of an insurer and as head and chief actuary of a branch of a foreign insurer, the insurer shall submit to the Commission the following documents:

2.1.1. an application signed by an authorised official of the insurance company and addressed to the Commission, listing all the documents accompanying the application;

2.1.2. a copy of the minutes of the meeting of a competent administrative body of the insurer or an extract from the decision to appoint the relevant person as candidate for performing the relevant duties or a copy of the decision of a competent official to appoint the person to the relevant office;

2.1.3. documents characterising candidates for office of the relevant official: notification (Annex 1), an expanded professional biography (CV – at least for the last 10 years, indicating also the office held and functions performed), a copy of the document certifying the identity of the person which includes the name, surname, identity number and photo of the person, or a copy of the document certifying the identity of the person which is valid for immigration into the Republic of Latvia and includes the name, surname, identity number, or, if such has not been granted, the date of birth, as well as the institution issuing the document, and education documents. A letter of reference (recommendation) from the former or present workplace is also recommendable; 
2.1.4. at the request of the Commission – other documents or copies thereof certifying that the procedure prescribed by regulatory enactments and articles of association for nominating a person as candidate for office.

2.2. In order to confirm the appointment to office as chief actuary, the insurer shall, in addition to the documents set out in Paragraph 2.1 of these Regulations, submit the following documents: 

2.2.1. copies of the education documents of the candidate for the office of chief actuary;
2.2.2. a statement from a professional acturial association which is a member of the International Actuarial Association on the participation of the candidate for the office of chief actuary in this association; 
2.2.3. a statement of the right to perform duties of chief actuary in another state if the candidate for the office of chief actuary is a member of a professional acturial association in another state. 
3. REOrganisation of an insurer 
3.1. In order that the Commission may allow reorganisation of an insurer, each commercial bank involved in the reorganisation process shall submit to the Commission the following documents:  
3.1.1. an application signed by the head and addressed to the Commission, listing all the documents accompanying the application; 
3.1.2. after the termination of the reorganisation, the insurer’s balance sheet prepared for continuing activities regarding the situation on the first day of operation;
3.1.3. a plan for reorganisation;

3.1.4. certification that the insurer has fulfilled all the obligations under insurance contracts if, when performing the reorganisation of the insurer, it has been re-registered as another commercial company that does not perform insurance.
3.2. The reorganisation of a mutual insurance cooperative society shall take place in accordance with the provisions of Chapter XV of the Commercial Law.
4. Transfer of an insurance contract or part thereof to another insurer 
4.1. In order to obtain a permit for transferring all concluded insurance contracts or part thereof (hereinafter – the insurance portfolio):

4.1.1. the insurer transferring the insurance portfolio shall submit to the Commission: 
4.1.1.1. an application signed by the head of the insurer for the transfer of the insurance portfolio, listing all the documents accompanying the application,

4.1.1.2. a copy certified by the head of the insurer of the minutes of the meeting of the body authorised by the articles of association at which a decision to transfer the insurance portfolio has been taken,
4.1.1.3. a list of insurance policies included in the transferable insurance portfolio, broken down by classes of insurance,

4.1.1.4. the calculation of relevant technical provisions of the transferable insurance portfolio,

4.1.1.5. an extended list of the transferable technical provision investments (assets) according to the calculation of technical provisions;

4.1.2. the insurer accepting the insurance portfolio shall submit to the Commission: 
4.1.2.1. an application signed by the head of the insurer for the acceptance of the insurance portfolio, listing all the documents accompanying the application,

4.1.2.2. a copy certified by the head of the insurer of the minutes of the meeting of the body authorised by the articles of association at which a decision to accept the insurance portfolio has been taken,

4.1.2.3. an activity plan for servicing the accepted insurance portfolio, 
4.1.2.4. the solvency margin calculation, considering the accepted insurance portfolio,  

4.1.2.5. if the insurance portfolio is accepted without relevant technical provision investments – a plan for the restoration of technical provisions, indicating the source of funds; 
4.1.2.6. an agreement on the transfer of the insurance portfolio.

4.2. An agreement on the transfer of an insurance portfolio shall define the procedure for the transfer of insurance obligations, the contractual obligations between the parties and include the condition that the transfer of insurance contracts is possible only upon obtaining a permit of the Commission.  
5. Liquidation of an insurer 
5.1. To receive the Commission’s permission to initiate liquidation procedures, an insurer shall submit to the Commission the following documents:

5.1.1. an application signed by the head and addressed to the Commission, listing all the documents accompanying the application;

5.1.2. a liquidation plan;

5.1.3. an opening balance sheet for the liquidation process, including reports of the executive board and the board of directors on the condition of the property and obligations of the insurer and the expected liquidation results.

6. CHANGES IN OWN FUNDS
6.1. An insurer shall without delay notify the Commission by submitting an application in writing, indicating reasons for the decrease in own funds, if they decrease by 10 per cent and more as compared to the amount contained in the previous financial statement submitted to the Commission.

6.2. In order to obtain a permit to change stipulations of a loan agreement, if the calculation of own funds of the insurance company includes subordinated capital, an insurance company shall submit to the Commission:

6.2.1. an application signed by an authorised official of the insurance company and addressed to the Commission, listing all the documents accompanying the application; 
6.2.2. amendments to the loan agreement.
6.3. In order to obtain a permit to redeem undated preference shares, if the calculation of own funds of the insurance company includes undated preference shares with dividends in arrears, an insurance company shall submit to the Commission an application signed by an authorised official of the insurance company and addressed to the Commission and accompanied by the solvency margin calculated by the insurance company upon redemption of the undated preference shares.
6.4. If the amount of own funds of an insurer is smaller than the calculated solvency margin, but larger than the guarantee fund, the insurer shall, without delay, submit a plan for its financial situation improvement to the Commission for coordination in order to replenish the amount of own funds to reach the calculated solvency margin. 
6.5. If the amount of own funds of an insurer is smaller than the guarantee fund, the insurer shall, without delay, submit a plan for its financial situation improvement to the Commission for coordination in order to immediately replenish the amount of own funds to reach the size of the guarantee fund.
7. Payment of dividends 
If a report issued by a sworn auditor or a sworn auditor company auditing annual accounts is with qualification, prior to payment of dividends, the insurer shall submit for coordination information on the expected amount of payable dividends and explanations for the qualifications of the sworn auditor or sworn audit company to the Commission .

8. ChangING the COMPOSITION OF The board of directors or the executive board of an insurer or persons who, when taking important decisions in the name of the insurer, cause civil liability for an insurer
8.1. When changing the composition of the board of directors or the executive board of an insurance company or persons who, when taking important decisions in the name of the insurer, cause civil liability for an insurer, the insurance company shall, within a 10-day period after taking a relevant decision and registration with the Enterprise Register (Commercial Register), submit to the Commission a document or its copy certifying the change in the composition of the board of directors or the executive board or of the persons who, when taking important decisions in the name of the insurer, cause civil liability for the insurer.
8.2. In order for the Commission to ascertain the compliance of members of the board of directors or the executive board of an insurance company or persons who, when taking important decisions in the name of the insurer, cause civil liability for an insurer, of whom no information was supplied to the Commission previously, with the requirements of the Law on Insurance Companies and Supervision Thereof, the insurance company shall submit to the Commission a notification (Annex 1), an expanded professional biography (CV – at least for the last 10 years, indicating also the office held and functions performed) of members of the board of directors or the executive board of the insurance company or the persons who, when taking important decisions in the name of the insurer, cause civil liability for the insurer; for residents – a copy of the document certifying the identity of the person which includes the name, surname, identity number and photo; for non-residents – a copy of the document certifying the identity of the person which is valid for immigration into the Republic of Latvia and includes the name, surname, identity number, or, if such has not been granted, the date of birth, as well as the institution issuing the document, and copies of education documents.
9. Circumstances that may substantially affect further activities of an Insurer 
An insurer shall, without delay, notify the Commission in writing of all the circumstances that may substantially affect further activities of the insurer.
10. provision of Information on close links 
10.1. When submitting documents to the Commission to receive a licence for the provision of insurance, an insurer shall submit notification to the Commission in writing of the persons with whom it has close links. 
10.2. An insurer shall notify the Commission in writing of establishing close links or changes therein no later than 10 days after establishing the close links or changes therein.  
10.3. Notification of the persons with whom an insurer has close links shall include:

10.3.1. regarding natural persons:

10.3.1.1. residents – name, surname, identity number and the type of close links,

10.3.1.2. non-residents – name, surname, date and place of birth and the type of close links;

10.3.2. regarding companies – firm name (name), number and place of registration, the type of close links.

10.4. An insurer shall notify the Commission of close links only in cases where:

10.4.1. the investment gives an opportunity for exerting influence on the management and financial policy of the company;

10.4.2. the investment cannot be classified as an asset held for trading or available for sale.

10.5. An insurer shall prepare a report on persons with whom it has close links and submit it to the Commission in writing every year by 1 February for the situation as of 31 December of the previous year. A connection with persons who have close links with an insurer shall be depicted graphically or submitted in the form of list. 
11. amendments and changes to documents and information submitted to the commission 
11. An insurer shall submit to the Commission information and documents concerning amendments and changes to documents and information submitted to the Commission in cases as follows: 
11.1. an insurer shall submit to the Commission articles of association (by-laws) or amendments thereof within 10 working days after their registration with the Enterprise Register (Commercial Register), with a note on registration;
11.2. an insurer shall, no later than within 10 working days after the registration of change of the name (firm name) with the Enterprise Register (Commercial Register), submit to the Commission documents for re-registration of licences;
11.3. an insurer shall, no later than within 10 working days after the end of the recurrent share issue and submission of notification of the full payment for share capital to the Enterprise Register (Commercial Register), submit to the Commission a copy of the notification with a note of the Enterprise Register (Commercial Register) on its receipt, as well as a list of the insurer’s shareholders, indicating the total number of shares paid for each issue of the shareholder, including the number of voting shares, the total face value of shares and the size of the participating interest in the paid-up share capital as a percentage;
11.4. upon obtaining a permit for confirming in office of officials, an insurer shall, no later than within 10 working days after their registration with the Enterprise Register (Commercial Register), submit to the Commission a document or copy thereof certifying the entry into force of the amendments pertaining to the confirmation in office of the official. 
12. Qualifying PARTICIPATING INTERESTS 
12.1. A person who intends to acquire a qualifying participating interest or to increase a qualifying participating interest in an insurance company (hereinafter in this Chapter – person), reaching or exceeding 20, 33 or 50 per cent of the share capital or voting shares of the insurance company or where the insurance company becomes a subsidiary of this person, shall notify thereof in writing beforehand by submitting to the Commission an application, indicating the size of the participating interest to be acquired as a percentage of the share capital or number of voting shares of the insurance company.

12.2. The Commission shall, within 15 days after the receipt of the application referred to in Paragraph 12.1, assess the information possessed by it in order to decide on the financial situation and reputation of the person. If the Commission does not possess any such information, it shall request:
12.2.1. information on the person:

12.2.1.1. a copy of the document identifying the person (for natural persons- residents – a copy of the document certifying the identity of the person which includes the identity number and photo; for natural persons-non-residents – a copy of the document certifying the identity of the person which is valid for immigration into the Republic of Latvia and includes the  name, surname, identity number, or, if such has not been granted, the date of birth, as well as the institution issuing the document; for companies (only non-residents) – a copy of the registration certificate or another document certifying the identity (the registration) valid in the relevant foreign state; for other persons – a copy of another identifying document, 
12.2.1.2. documents on the financial situation that allow to ascertain the adequacy of free capital in the amount of paid-up shares: for companies of the Republic of Latvia – a statement issued by the relevant district department of the State Revenue Service (hereinafter – the SRS) no longer than three months ago that the company has no tax debts and copies of the audited annual accounts for the last two years of operation with a note of the SRS on receipt (need not be submitted if they have already been submitted to the Republic of Latvia Enterprise Register); for foreign companies – copies of the audited annual accounts for the last two years of operation; for natural persons: residents – a copy of the annual income statement certified by the SRS (need not be submitted if the Commission can obtain it in the territorial institution of the relevant SES), non-residents – a copy of the tax (income) statement certified by the relevant tax administrative authority or other documents certifying the adequacy of free capital and documents certifying the legal origin of said funds (capital);  
12.2.2. information on the owners of the person – company – until the information on the owners – natural persons – who have a qualifying participating interest is obtained, copies of the documents certifying the identity of all owners of these persons (natural, legal and other persons) and information on qualifying participating interests of these owners in other companies by indicating their name (firm name), legal address and the size of the participating interest (the sum  and percentage of the share capital or the number of voting shares). If a person or its owner is a public joint-stock company, information shall be provided only regarding those shareholders of the public joint-stock company who have a qualifying participating interest in it;
12.2.3. information on qualifying participating interests of the person in other companies, indicating their name (firm name), legal address and the number and place of registration, the size of the participating interest, as well as specifically indicating where the company is a credit institution, an insurer, a financial institution or financial holding company. 
12.3. If shareholders of an insurance company or their owners (parent companies) that directly or indirectly acquire a qualifying participating interest in the amount of 20 and more per cent of the insurance company’s share capital or number of voting shares, are a foreign credit institution, insurer or financial institution, the Commission is entitled to, in addition to the documents referred to in Paragraph 12.2, request them to submit certification of the supervisory authority of foreign credit institutions, insurers or financial institutions of the relevant foreign state regarding the fact that it caries out supervision of credit institutions, insurers and financial institutions on the basis of consolidated financial statements and that the regulatory enactments applicable in the relevant foreign state allow the supervisory authority of credit institutions, insurers or financial institutions to provide the supervisory authority of credit institutions, insurers or financial institutions of another state with, and to receive from it, financial statements of the credit institutions, insurers or financial institutions and other information to the extent required for the performance of supervisory functions and that the regulatory enactments of the relevant foreign state provide for the liability for disclosure of confidential information. 
12.4. If a person intends to terminate its qualifying participating interest in an insurance company, it shall notify in writing of this decision beforehand by submitting an application to the Commission. The application shall include the part of the share capital or number of voting shares remaining with the person as a percentage. If a person intends to decrease its qualifying participating interest under 20, 33 or 50 per cent of the share capital or number of voting shares of the insurance company or the insurance company discontinues to be a subsidiary of this person, it shall notify in writing of this decision beforehand by submitting an application to the Commission. 
12.5. An insurance company shall, without delay, as soon as it becomes aware of, by submitting an application, notify the Commission in writing of the acquisition, increase or decrease of a qualifying participating interest of each person. The application shall include the size of the participating interest of the relevant person as a percentage of the insurance company’s share capital or number of voting shares, or the information concerning the termination of the qualifying participating interest.
12.6. When submitting an annual report to the Commission pursuant to the procedures prescribed by law, an insurance company shall also simultaneously submit a list of all shareholders having a qualifying participating interest in the insurance company. It shall contain information to be included in the list to be prepared for the shareholders’ meeting in accordance with law and the size of the qualifying participating interests of relevant shareholders as a percentage of the insurance company’s share capital or number of voting shares (Annex 2) at the end of the year.

12.7. If an insurance company has directly or indirectly acquired, increased or decreased a qualifying participating interest in another company, it shall, within 10 working days, notify the Commission thereof, indicating the company’s name (firm name), legal address, number and place of registration, the size of the participating interest, as well as specifically indicating where the company is an insurer, a credit institution, financial institution, or financial holding company.
13. Opening a representative office oR a permanent repesentative office of a foreign reinsurer in the republic of latvia 
13.1. Before launching operation in the Republic of Latvia, a representative office or a permanent representative office of a foreign insurer (hereinafter – representative office) shall submit to the Commission the following documents :

13.1.1. notification of the opening of the representative office signed by the head of the foreign insurer and addressed to the Commission, listing all the documents accompanying the notification;

13.1.2. a copy of the certified document attesting to the fact of registration of the representative office with the Commercial Register;

13.1.3. notification of the head of the representative office (Annex 3).

13.2. If a representative office is closed or its heads are changed, an authorised official of the representative office shall, without delay, notify the Commission thereof. In case the head of a representative office is changed, the notification set out in Paragraph 13.1.3 of these Regulations shall be submitted.

14. Procedure for processing applications and notifications 
14.1. An insurer shall submit an application or a notification and documents accompanying it to the Commission. 
14.2. In case amendments to the documents referred to in Paragraphs 2, 3, 4, 5, 6, 7, 10 and 12 of these Regulations are made at the time of processing an application, the insurer shall, without delay, submit to the Commission the relevant specified documents.
14.3. In case documents submitted by an insurer do not give a comprehensive view of the fulfilment of the requirements prescribed by regulatory enactments for obtaining a permit or document coordination, the Commission is entitled to request from the insurer additional information, indicating the time limit for its submission. 
14.4. An insurer need not submit documents to the Commission that have already been submitted to the Commission previously and no amendments thereto have been made until the moment of their repeated submission. In that event, the insurer shall inform the Commission of the previous submission of the required documents. 
14.5. The Commission shall process the applications or notifications specified by Paragraphs 2.1, 2.2, 3.1, 5.1, 6.2, 6.3, 6.4, 6.5, 7 and 10.1 of these Regulations within a 30-day period after the receipt of all required documents prepared in compliance with the requirements of regulatory enactments.

14.6. The Commission shall process the applications specified by Paragraph 4.1 of these Regulations within a four-month period after the receipt of all the required documents prepared in compliance with the requirements of regulatory enactments. 

14.7. The Commission shall process the applications specified by Paragraph 12.1 of these Regulations within a three-month period after the receipt of all the required documents prepared in compliance with the requirements of regulatory enactments. 
14.8. A decision regarding confirmation or refusal to confirm in office in the cases set out in Paragraph 1.2.1.1 of these Regulations shall be taken by the Board of the Commission. A decision regarding refusal to issue a licence or coordination in the cases set out in Paragraphs 1.2.1.2 – 1.2.1.6, 1.2.2.1, 1.2.2.2, 1.2.3.4 and 1.2.4 shall be taken by the Board of the Commission.  

14.9. Persons applying for the post of chairperson of the executive board, its deputy, the head of the internal audit (inspection) service  (company auditor), chief actuary of an insurer, head and chief actuary of a foreign insurer’s branch, prior to consideration by the Board of the Commission of their candidatures, may be invited to talks with the Commission. 
14.10. The Commission shall submit a decision of the Commission’s Board within three working days after taking the relevant decision.

15. Closing provisions
15.1. With the coming into force of these Regulations, the Regulations for Receipt of Permits of the Financial and Capital Market Commission Regulating the Operation of Insurers and for Making Notifications, approved by Decision No. 17/3 of the Commission’s Board on 2 November 2001, are repealed. 
15.2. With the coming into force of these Regulations, the Regulations on the Transfer of Insurance Contracts (the Insurance Portfolio) to Another Insurer, approved by Decision No. 21/5 of the Commission’s Board on 30 November 2001, are repealed.
INFORMATIVE REFERENCE TO THE EUROPEAN UNION DIRECTIVES 
These Regulations include norms arising out of Directives 73/239/EEC, 84/641/EEC, 88/357/EEC, 92/49/EEC, 95/26/EC, 2001/17/EC, 2002/13/EC and 2002/83/EC.





































































































































� � The official Gazette of the Government of Latvia.


� The Parliament of the Republic of Latvia.








