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The Saeima1 has adopted and
the President has proclaimed the following Law:

On State and Local Government Capital Shares and Capital Companies

Section A

General Provisions

Chapter I

General Provisions

Section 1. Terms Used in this Law
(1) The following terms are used in this Law:

1) capital company – a limited liability company or a stock company;

2) State capital shares – capital shares belonging to the State in a limited liability company or a stock company;

3) local government capital shares – capital shares belonging to a local government in a limited liability company or stocks in a stock company;

4) State capital company – a capital company in which all capital shares or voting stocks belong to the State;

5) local government capital company – a capital company in which all capital shares or voting stocks belong to a local government;

6) private capital company – a capital company in which capital shares or stocks belong to the State or a local government and other persons (except owners of employee stocks);

61) public-private capital company – a capital company in which capital shares or stocks belong to:

a) several local governments,

b) the State and a local government,

c) the State and several local governments;

7) [20 August 2009];

8) [20 August 2009].

(2) Other terms in this Law are used within the meaning of the Commercial Law and the Group of Companies Law.

[12 June 2003; 4 November 2004; 30 June 2005; 20 August 2009]
Section 2. Application of this Law
(1) This Law shall govern the operation of such State and local government capital companies which are entered in the Commercial Register in accordance with the provisions of the Commercial Law.

(2) This Law prescribes the procedures for:

1) management of State and local government capital shares in capital companies;

2) establishment, operation and liquidation of State and local government capital companies;

3) reorganisation of State and local government capital companies;

4) alienation of State and local government capital shares in private capital companies, public-private capital companies and State and local government capital companies;

5) becoming a private capital company or a public-private capital company by the State or local government capital company;

6) management of public-private capital companies and such capital companies, in which the State or local government capital company has acquired the decisive influence;

7) establishment of the board of directors and laying down the work remuneration for members of the board of directors in a public-private capital company is determined.

(3) [20 August 2009]
(31) [20 August 2009]
(4) The provisions of the Commercial Law shall be applied to issues not governed by this Law.

(5) If the State or local government capital company has the decisive influence over another capital company, the provisions of the Group of Companies Law shall be applied to issues not governed by this Law.

(6) The provisions of this Law shall be applicable to taking over of a bank, unless it is stipulated otherwise in the Law On Taking over of Banks

(7) The provisions of this Law shall be applicable to the operation of credit institutions, unless it is stipulated otherwise in the Credit Institution Law.

[4 November 2004; 29 January 2009; 12 March 2009; 30 April 2009; 16 June 2009; 20 August 2009; 17 December 2009]
Chapter II

Dividends

Section 3. Determination of the Profit Share to be Disbursed in Dividends
(1) The Cabinet shall determine the minimum profit share to be disbursed in dividends to State capital companies and capital companies under decisive influence of the State (in percentage from net profit of the company), as well as lay down the procedures by which State capital companies and capital companies under decisive influence of the State shall pay the profit share to be disbursed in dividends into the State budget (in percentage from net profit of the company).

(2) The local government council shall determine the minimum profit share to be disbursed in dividends to local government capital companies and capital companies under decisive influence of a local government (in percentage from net profit of the company), as well as lay down the procedures by which local government capital companies and capital companies under decisive influence of a local government shall pay the profit share to be disbursed in dividends into the local government budget (in percentage from net profit of the company).

(21) If a State or local government capital company has acquired decisive influence over another capital company, it shall ensure that the relevant capital company disburses such profit share in dividends (in percentage from net profit of the company), which is not less than the minimum profit share to be disbursed in dividends determined in accordance with Paragraph one or two of this Section (in percentage from net turnover). This condition shall not be applied to State and local government capital companies, which are credit institutions or investment management companies, as well as to credit institutions or investment management companies under the decisive influence of State or local government capital companies.

(3) Upon proposal of a holder of capital shares a capital company may be determined a different minimum profit share to be disbursed in dividends in conformity with the requirements stipulated in the Law On Control of Aid to Commercial Activity.

(4) [30 June 2005]

(5) Dividends shall be calculated and disbursed in conformity with the provisions of Section 161 of the Commercial Law, insofar as it has not been laid down otherwise in this Law.

[4 November 2004; 30 June 2005; 16 June 2009; 20 August 2009]
Section 4. Recipients of Dividends
(1) If holders of State capital shares are the holders of capital shares referred to in Section 10, Paragraph one, Clauses 1 and 2 of this Law, the dividends corresponding to capital shares shall be transferred into the State budget.

(2) If a holder of State capital shares is the holder of capital shares referred to in Section 10, Paragraph one, Clause 3 of this Law, the dividends corresponding to capital shares shall be transferred into the State pension special budget.

(3) If a holder of local government capital shares is the local government itself, the dividends corresponding to its capital shares shall be transferred into the budget of the relevant local government.

(4) If a holder of local government capital shares is the holder of capital shares referred to in Section 11, Paragraph one, Clause 2 of this Law, the dividends corresponding to capital shares shall be transferred into the budget of the relevant local government or to the holder of such capital shares in accordance with a relevant decision of the local government council.

Chapter III

Transfer of Capital Shares

Section 5. Transfer of State Capital Shares to a Local Government
(1) The State may transfer the capital shares belonging thereto into the ownership of a local government without remuneration by a Cabinet order in conformity with the provisions of the Commercial Law and articles of association of the relevant capital company.

(2) [28 August 2009]
(3) State capital shares may be transferred into the ownership of a local government, if the local government has expressed such a request and the local government council has taken a relevant decision.

(4) The provisions of this Law regarding alienation shall not be applied to transfer of State capital shares into the ownership of a local government.

[28 August 2009]
Section 6. Transfer of Local Government Capital Shares to the State or Another Local Government
(1) A local government may transfer the capital shares belonging thereto into the ownership of the State or another local government without remuneration by a decision of the local government council in conformity with the provisions of the Commercial Law and articles of association of the relevant capital company.

(2) Local government capital shares may be transferred into the ownership of the State, if the Cabinet has expressed such a request and has taken a relevant protocol decision.

(3) Local government capital shares may be transferred into the ownership of another local government, if the relevant local government has expressed such a request and has taken a relevant decision.

(4) The provisions of this Law regarding alienation shall not be applied to transfer of local government capital shares into the ownership of the State or another local government.

[20 August 2009]

Chapter IV

Decisive Influence

Section 7. Obtaining of Decisive Influence
(1) A decision to obtain the decisive influence of the State in a capital company shall be taken by the Cabinet, but a decision to obtain the decisive influence of a local government in a capital company shall be taken by the local government council.

(2) A decision to obtain the decisive influence of a State capital company in another capital company shall be taken by the Cabinet, but a decision to obtain the decisive influence of a local government capital company in another capital company of the local government shall be taken by the local government council.

(3) A decision to obtain the decisive influence of a State capital company in a local government capital company shall be taken by the Cabinet, if the holder of the capital shares of such capital company has expressed such a request and the relevant local government council has consented, but a decision to obtain the decisive influence of a local government capital company in a State capital company shall be taken by the local government council, if the Cabinet has consented and taken a relevant protocol decision.

(4) State or local government capital companies may enter into, among themselves, a management contract or a management and transfer of profit contract provided for in the Group of Companies Law. A decision to enter into and amend a group of concerns contract shall be taken by the Cabinet or local government council accordingly.

(5) The decisions referred to in Paragraphs one and four of this Section may also be taken by the Cabinet, but in the cases referred to in Paragraphs two and three of this Section a decision to enter into a group of companies contract in order for a State capital company to obtain the decisive influence shall be taken by the Cabinet.

(6) [30 April 2009]
(7) Paragraphs one, four and five of this Section shall not be applied to capital companies which operate as credit institutions or investment management companies.

[29 January 2009; 30 April 2009; 20 August 2009]
Section 7.1 Legal Consequences upon Obtaining Decisive Influence
(1) If a holder of capital shares or the Cabinet has taken a decision that one State capital company obtains the decisive influence in another State capital company or State capital company obtains all capital shares or voting stocks in another capital company, then a council need not be established in the capital company under the decisive influence of the State capital company.

(2) If a holder of capital shares or the local government council has taken a decision that one company of such local government obtains the decisive influence in another capital company of the same local government or such capital company of the local government obtains all capital shares or voting stocks in another capital company, then a council need not be established in the capital company under the decisive influence of the local government capital company.

(3) State and local government capital company shall ensure that in a capital company in which it has obtained all capital shares or voting stocks:

1) the monthly wage of a member of the board of directors does not exceed the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau, which has been approximated to full euros and which according to the criteria characterising the size of the capital company may be applied a coefficient not exceeding 6. The amount of the monthly wage of a member of the board of directors shall be recalculated each year and disbursement of the recalculated monthly wage shall be commenced from 1 May of the relevant year;

2) a member of the board of directors who is recalled from the office prior to expiry of the term and whose employment contract or any other civil legal contract entered into with him or her provides for a severance pay or compensation of any other type, shall be provided the right to receive a severance pay in the amount of not less than two monthly wages. The severance pay shall not be disbursed if a member of the board of directors is recalled in case of blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, as well as in case if harm has been caused to the interests of the capital company;

3) a member of the board of directors is a person who is fluent in the official language and whose work experience, education and qualification ensures professional fulfilment of the tasks of a member of the board of directors.

(4) In the dependent stock companies referred to in Paragraphs one and two of this Section the meeting of stockholders shall fulfil the tasks of the council in accordance with Section 292, Paragraph one of the Commercial Law.

(5) In the dependent stock companies referred to in Paragraphs one and two of this Section the board of directors must receive a consent of the meeting of stockholders for deciding on the issues determined in Section 294, Paragraph one of the Commercial Law.

(6) The provisions of this Section shall not be applied to capital companies in which a State or local government capital company has obtained all capital shares or voting stocks and operate as a credit institution, an investment management company or a capital company registered abroad.

[16 June 2009; 20 August 2009; 17 December 2009; 19 September 2013]
Section 8. Termination of the Decisive Influence
(1) A decision to terminate the decisive influence of the State in a capital company shall be taken by the Cabinet, but a decision to terminate the decisive influence of a local government in a capital company shall be taken by the local government council.

(2) A decision to terminate the decisive influence of a State capital company in another capital company shall be taken by the Cabinet, but a decision to terminate the decisive influence of a local government capital company in another capital company of the local government shall be taken by the local government council.

(3) A decision to terminate a group of companies contract in State or local government capital companies, public-private capital companies and private capital companies shall be taken by the Cabinet or local government council accordingly.

(4) The provisions of this Section shall not be applied to capital companies which operate as credit institutions or investment management companies, as well as capital companies in which a State or local government capital company has obtained all capital shares or voting stocks and operates as a credit institution or investment management company.

[20 August 2009]
Section 9. Execution of the Decision Taken
A holder of capital shares must ensure that a decision to obtain or terminate the decisive influence is implemented in accordance with the requirements of the Group of Companies Law, giving written tasks to the effect to the relevant persons and institutions.

Section B

Holder of Capital Shares and Representative of a Holder of Capital Shares

Section 10. Holder of State Capital Shares
(1) A holder of State capital shares in a capital company shall be:

1) the institution which has been appointed as the holder of State capital shares by the Cabinet;

2) the institution which in accordance with this Law or Cabinet order carries out alienation of State capital shares (hereinafter – institution carrying out alienation of State capital shares), if:

a) a State capital company has been transferred for alienation;

b) a State capital company has formed as a result of privatisation;

c) State capital shares in a public-private capital company or private capital company have been transferred for alienation;

d) State capital shares in a public-private capital company or private capital company have established as a result of privatisation;

e) [6 June 2013];

3) the State Social Insurance Agency if capital shares in a capital company have been transferred to the State pension special budget.

(2) State capital shares in one capital company may only have one holder, unless it has been stipulated otherwise in this Law or other laws.

(3) In case if a holder of State capital shares is reorganised, the institution which is the successor in the rights and liabilities of the holder of capital shares shall become the holder of the relevant capital shares, unless the Cabinet determines another holder of State capital shares.

(4) If a holder of State capital shares is liquidated, the Cabinet shall appoint another holder of State capital shares.

[12 June 2003; 30 June 2005; 20 August 2009; 6 June 2013]
Section 11. Holder of Local Government Capital Shares
(1) A holder of local government capital shares in a capital company shall be:

1) the local government owning such capital shares;

2) the institution which has been appointed as the holder of the local government capital shares by the local government.

(2) Local government capital shares in one capital company may only have one holder, unless it has been stipulated otherwise in this Law or other laws.

(3) In case if the relevant local government is being reorganised, the local government which is the successor in the rights and liabilities of the reorganised local government shall become the holder of the capital shares belonging thereto, if it has not been stipulated otherwise in a decision to reorganise a local government.

(4) If the relevant local government is being liquidated, the holder of the capital shares belonging thereto shall be determined in a decision to liquidate the local government.

[12 June 2003]
Section 12. Ministry as the Holder of Capital Shares
(1) If a ministry is the holder of State capital shares, decisions of the holder of capital shares provided for in this Law shall be taken by the State Secretary of the ministry or another official of the ministry determined by an order of the State Secretary, which has all the rights, duties and responsibility of the representative of the holder of capital shares provided for in laws and regulations.

(2) In the absence of the official of the ministry referred to in Paragraph one of this Section the State Secretary of the ministry is entitled to take decisions of the holder of capital shares himself or herself or to authorise another official of the ministry for taking of such decisions during absence of the referred to official. In the absence of the State Secretary decisions shall be taken by a person who fulfils the duties of the State Secretary.

(3) [12 March 2009]
(4) The State Secretary of the ministry shall appoint a person from among civil servants of the ministry (hereinafter – responsible employee) who shall provide the necessary information to him or her or to an official determined by an order of the State Secretary who fulfils the duties of the representative of the holder of capital shares, as well as prepare documents so that the State Secretary or the relevant official could carry out the functions of a holder of capital shares in a public-private capital company or private capital company or to take decisions of a meeting of shareholders (stockholders) in a State capital company.

(5) The representative of the holder of capital shares and the responsible employee shall fulfil the duties of the representative of the holder of capital shares and the responsible employee according to the official duties determined for him or her in the relevant ministry and shall receive remuneration for the fulfilling of such duties within the scope of the monthly wage determined for the relevant office. The representative of the holder of capital shares and the responsible employee may not receive remuneration for any legal transactions, which have been concluded with the relevant capital company.

[12 June 2003; 12 March 2009, 20 August 2009]
Section 13. Minister as a Representative of a Holder of Capital Shares
(1) A minister may be a representative of a holder of capital shares only if it is provided for in the law.

(2) If a minister is a representative of a holder of capital shares in a public-private capital company or private capital company, he or she need not receive a voting task from the State Secretary of the ministry (Section 17).

(3) If the representative of the holder of capital shares is a minister, he or she shall fulfil the duties of the representative of the holder of capital shares within the scope of his or her duties of the office and shall receive remuneration for fulfilling such duties within the scope of the monthly wage laid down for the relevant office. A minister as a representative of a holder of capital shares may not receive remuneration for any legal transactions which have been concluded with the relevant capital company.

[12 June 2003; 12 March 2009; 20 August 2009]
Section 14. Local Government as a Holder of Capital Shares
(1) If a local government is a holder of capital shares of a local government, the decisions of the holder of capital shares provided for in this Law shall be taken by the chairperson of the local government council (hereinafter also – representative of the holder of capital shares).

(2) The local government council may take a decision to transfer the right to take decisions of the holder of capital shares of the local government to the head of such unit of the local government council which has been entrusted with the management of the capital shares belonging to the local government.

(3) In long-term absence of the chairperson of the local government council or the head of the unit referred to in Paragraph two of this Section (official travel, vacation, illness) decisions of the holder of capital shares shall be taken by a person who fulfils the duties of the chairperson of the local government council or the head of the relevant unit of the local government.

(4) The chairperson of the local government council may authorise his or her deputy to be the representative of the holder of capital shares in the meeting of shareholders (stockholders).

(5) The chairperson of the local government council from amongst employees of the local government or local government institutions and the head of the unit referred to in Paragraph two of this Section from amongst employees of his or her unit shall appoint a person (hereinafter – responsible employee) who shall provide the necessary information to him or her and prepare documents so that he or she may carry out the functions of the holder of capital shares in a public-private capital company or private capital company or take decisions of a meeting of shareholders (stockholders) in a capital company of the local government.

(6) The remuneration for the representative of the holder of capital shares and the responsible employee, except the cases when the representative of the holder of capital shares and the responsible employee fulfils the duties within the scope of his or her duties of the office and receives remuneration for the fulfilling of such duties within the scope of the monthly wage laid down for the relevant office, shall be determined by the local government in accordance with Cabinet regulations. The representative of the holder of capital shares and the responsible employee may not receive remuneration for any legal transactions which have been concluded with the relevant capital company.

(7) [29 January 2009]

[12 June 2003; 21 January 2009; 12 March 2009; 20 August 2009]
Section 15. Another Institution as a Holder of Capital Shares
(1) If the holder of State or local government capital shares in a State or local government capital company is an institution which has been appointed as the holder of capital shares by the Cabinet or the local government council, the decisions of the holder of capital shares provided for in this Law shall be taken by the head of the institution (hereinafter also – the representative of the holder of capital shares).

(2) In long-term absence of the head of the institution referred to in Paragraph one of this Section (official travel, vacation, illness) the referred-to decisions shall be taken by a person who fulfils the duties of the head of the referred-to institution.

(3) The head of the institution referred to in Paragraph one of this Section from amongst employees of his or her institution shall appoint a person (hereinafter – responsible employee) who shall provide the necessary information to him or her and prepare documents so that he or she may carry out the functions of the holder of capital shares in a public-private capital company or private capital company or take decisions of a meeting of shareholders (stockholders) in a capital company of the local government.

(4) The representative of the holder of capital shares and the responsible employee shall fulfil the duties of the representative of the holder of capital shares and the responsible employee according the duties of the office stipulated for him or her and receive remuneration for the fulfilling of such duties within the scope of the monthly wage stipulated for the relevant office. The representative of the holder of capital shares and the responsible employee may not receive remuneration for any legal transactions which have been concluded with the relevant capital company.

[12 June 2003; 12 March 2009; 20 August 2009]
Section 16. Duties of the Responsible Employee
(1) The responsible employee shall notify the representative of the holder of capital shares regarding every meeting of shareholders (stockholders) of a public-private capital company or private capital company immediately after a notification on convening a meeting of shareholders (stockholders) is received, and shall make the representative of the holder of capital shares acquainted with the agenda of the meeting.

(2) The responsible employee shall provide all the information, which is at the disposal of such employee and which is necessary to the representative of the holder of capital shares for taking of the decisions within his or her competence, to the representative of the holder of capital shares without delay.

(3) After receipt of the relevant information the responsible employee shall notify the representative of the holder of capital shares without delay regarding:

1) the will expressed by a shareholder (stockholder) of a public-private capital company or private capital company to alienate the capital shares (stocks) belonging to him or her;

2) alienation or encumbering of the property of a public-private capital company or private capital company, if value of the property to be alienated or encumbered exceeds 10 per cent from the total value of the property of the capital company;

3) investments of a public-private capital company or private capital company in other capital companies;

4) a member of the board of directors or council of a public-private capital company or private capital company who has left the office or has been recalled from the office;

5) the activities carried out and the decisions taken by an auditor;

6) the most important decisions of the board of directors of the capital company, as well as the most important decisions of the board of directors and council of a public-private capital company or private capital company;

7) every significant issue of operation of the capital company.

(4) The responsible employee must carry out other activities and fulfil other tasks, which are assigned to him or her by the representative of the holder of capital shares in writing.

[16 June 2009; 20 August 2009]
Section 17. Participation of the Representative of the Holder of Capital Shares in a Meeting of Shareholders (Stockholders) of a Public-Private Capital Company or Private Capital Company
(1) A holder of capital shares shall be represented in a meeting of shareholders (stockholders) of a public-private capital company or private capital company by the representative of the holder of capital shares.

(2) The representative of the holder of capital shares may authorise the responsible employee or another person (hereinafter – authorised person) to represent the holder of capital shares in a meeting of shareholders (stockholders) of a public-private capital company or private capital company. In such case the representative of the holder of capital shares shall give a written voting task to the authorised person in each issue of the agenda of the meeting of shareholders (stockholders). The authorised person may vote in the meeting of shareholders (stockholders) only according to the voting task.

(3) If such an issue is examined in a meeting of shareholders (stockholders), which is not indicated in the notification on convening a meeting of shareholders (stockholders), or the representative of the holder of capital shares has not given a voting task, the authorised person shall act in a way as would act the representative of the holder of capital shares itself in the relevant case in order to achieve the necessary or most favourable result.

(4) The authorised person has a duty to receive a prior written consent of the representative of the holder of capital shares for electing the authorised person as the member of the board of directors or council of a capital company or an auditor.

[20 August 2009]
Section 18. Restrictions Stipulated for the Authorised Persons of the Representative of the Holder of Capital Shares of a Public-Private Capital Company or Private Capital Company
(1) The authorised person of the representative of the holder of capital shares may carry out such activities which are requested by carrying out the duties and rights of a shareholder (stockholder) in a public-private capital company or private capital company and which are necessarily related thereto.

(2) If in addition to the assigned matter the authorised person has carried out another matter, he or she shall be subject to the provisions of the Civil Law in relation to such matter regarding unauthorised management.

(3) The authorised person is prohibited to refuse from the use the voting right in a meeting of shareholders (stockholders) of a public-private capital company or private capital company.

(4) Non-arrival to a meeting of shareholders (stockholders) after receipt of the relevant authorisation shall also be deemed as refusal from the use of the voting right, if the authorised person has not notified the representative of the holder of capital shares regarding his or her inability to participate in the meeting of shareholders (stockholders) in a time period that ensures an opportunity, where appropriate, to authorise another person to such meeting of shareholders (stockholders).

(5) The authorised person may not delegate its duties to another person, that is, to carry out re-authorisation (substitution).

(6) The authorised person may not exceed the scope of the voting task assigned to him or her, and he or she must act according to instructions of the representative of the holder of capital shares.

[20 August 2009]
Section 19. Duties of the Representative of the Holder of Capital Shares in a Public-Private Capital Company or Private Capital Company
(1) The representative of the holder of capital shares shall provide the authorised person with the information and documents regarding a public-private capital company or private capital company necessary for successful fulfilment of his or her duties.

(2) The representative of the holder of capital shares shall issue the authorisation referred to in Section 17 of this Law, a voting task, other documents and information to the authorised person within a time period that ensures the authorised person with an opportunity of fulfilling his or her duties.

(3) The representative of the holder of capital shares in a capital company in which the State or a local government has the decisive influence must promote the implementation of the objectives and tasks laid down in laws, Cabinet regulations and approved sectoral development concepts, strategies and other documents governing sectoral development.

[20 August 2009]
Section 20. Resources Necessary for Fulfilling the Duties of the Representative of the Holder of Capital Shares or Authorised Person
A holder of capital shares must give the representative of the holder of capital shares or the authorised person the resources necessary for the fulfilment of his or her duties, but if the holder of capital shares or the authorised person has utilised his or her resources, the holder of capital shares must reimburse such expenditure to the holder of capital shares without delay as soon as the representative of the holder of capital shares or the authorised person has submitted documents corroborating such expenditure.

Section 21. Liability of the Representative of the Holder of Capital Shares or Authorised Person
(1) The representative of the holder of capital shares or the authorised person shall be liable for infringing this Law in accordance with the procedures laid down in laws.

(2) The representative of the holder of capital shares or the authorised person shall be liable for losses caused in accordance with the procedures laid down in the Civil Law and other laws.

(3) The responsible person shall not be liable for activities which have been carried out thereby according to the voting task given by the representative of the holder of capital shares (Section 17).

Section C

State and Local Government Capital Companies

Chapter I

General Provisions of Capital Companies

Section 22. Capital Shares and Stocks of State and Local Government Capital Companies
(1) Capital shares of State and local government limited liability companies are not securities, and they may not be an object of public circulation until such shares are privatised or alienated.

(2) Stocks of State and local government stock companies are securities, but they may not be an object of public circulation until such shares are privatised or alienated.

Section 23. Capital Company with Supplemental Liability
State and local government capital companies may not be founded as capital companies with supplemental liability.

Section 23.1 Firm Name of a State or Local Government Capital Company
(1) The firm name of a State or local government capital company may include the word “valsts” [State] or “pašvaldība” [local government] accordingly, if such capital company has been delegated to carry out a State administrative task in accordance with the State Administration Structure Law. Section 29, Paragraph five of the Commercial Law shall not apply to such capital companies. If the firm name of a State or local government capital company includes the word “valsts” [State] or “pašvaldība” [local government], a document shall be lodged to the Enterprise Register in which the legal grounds for delegating a State administrative task are indicated.

(2) If a State capital company conforms to that laid down in Paragraph one of this Section, the firm name of a limited liability company shall include a reference “valsts sabiedrība ar ierobežotu atbildību” [State limited liability company] or its abbreviation “VSIA” [SLLC], but the firm name of a stock company – a reference “valsts akciju sabiedrība” [State stock company] or its abbreviation “VAS” [SSC].

(3) If a local government capital company conforms to that laid down in Paragraph one of this Section, the firm name of a limited liability company shall include a reference “pašvaldības sabiedrība ar ierobežotu atbildību” [local government limited liability company] or its abbreviation “PSIA” [LGLLC], but the firm name of a stock company – a reference “pašvaldības akciju sabiedrība” [local government stock company] or its abbreviation “PAS” [LGSC].

[4 November 2004]

Chapter II

Foundation of a Capital Company

Section 24. Foundation of a State Capital Company
(1) The founder of a State capital company is the State in the person of the Cabinet.

(2) The Cabinet shall determine the following in an order regarding foundation of a State capital company:

1) the firm name of the capital company;

2) the type of the capital company;

3) the size of the equity capital of the capital company;

4) the holder of capital shares of the capital company;

5) other issues related to the foundation, reorganisation or liquidation of the capital company.

(3) A holder of capital shares shall carry out the functions of the founder of a State capital company stipulated in this Law, issuing relevant orders.

Section 25. Foundation of a Local Government Capital Company
(1) The founder of a local government capital company is the relevant local government.

(2) A decision to found a local government capital company shall be taken by the relevant local government council.

Section 25.1 Grounds for Founding a State or Local Government Capital Company
The State and local governments are entitled to found a capital company in the cases stipulated in the State Administration Structure Law.

[20 August 2009]
Section 26. Documents of Incorporation of a Capital Company
(1) Documents of incorporation of a State capital company are a Cabinet order on founding a capital company, orders of the holder of capital shares (Section 27) and articles of association of the capital company.

(2) Documents of incorporation of a local government capital company are a decision of the local government council on founding a capital company and other decisions related thereto (Section 27), as well as articles of association of the capital company.

Section 27. Orders and Decisions of a Holder of Capital Shares
(1) The provisions of the Commercial Law regarding memorandum of association shall apply to orders and decisions of a holder of capital shares.

(2) A holder of capital shares shall indicate the following information regarding the founder of a State or local government capital company in an order or decision:

1) if a ministry is the holder of State capital shares – the name and legal address of the ministry, the given name and surname, personal identity number, position and place of residence of the person who signs the order;

2) if a local government is the holder of capital shares – the name and legal address of the local government, the given name and surname, personal identity number, position and place of residence of the person who signs the decision of the local government council;

3) if an institution (which is not a ministry or local government) is the holder of capital shares – the name and registration number (if the institution must be registered) of the institution, the given name and surname, personal identity number, position and place of residence of the person who signs the order.

(3) No person may be stipulated special rights or advantages in an order and decision of the holder of capital shares during founding a capital company.

Section 28. Articles of Association of a Capital Company
(1) Both State and local government capital company shall operate on the basis of articles of association drawn up according to the standard articles of association of a State or local government capital company (hereinafter – standard articles of association).

(2) Standard articles of association shall be approved by the Cabinet.

(3) The conditions of standard articles of association may be different from the provisions of this Law and the Commercial Law only if these laws directly allow such difference.

(4) The conditions of the articles of association of State and local government capital companies may be different from the provisions of standard articles of association only if standard articles of association directly allow such difference.

(5) The articles of association of State and local government capital companies shall be approved by the holder of capital shares. In such case the articles of association of a State or local government capital company (also amendments thereto) shall be approved by the representative of the holder of capital shares.

(6) The Cabinet shall approve the articles of association of a State capital company in cases when it is provided for in another law. In such case the articles of association of a State capital company (also amendments thereto) shall be signed by the minister who manages the ministry which is the holder of capital shares of the State capital company.

(7) [26 October 2006]

[12 June 2003; 26 October 2006]
Section 29. Appointing of the Board of Directors and an Auditor of a Capital Company
The board of directors established until registration of the capital company and an auditor shall be appointed for a full term of office.

[16 June 2009]
Section 30. Activities Prior to Entering a Capital Company in the Commercial Register
(1) A holder of capital shares may not act on behalf of the capital company to be founded prior to entering thereof in the Commercial Register.

(2) A signature of the representative of the holder of State or local government capital shares on an application for entering a State or local government capital company in the Commercial Register need not be publicly certified (Section 10, Paragraph two, sentences one and two of the Commercial Law).

[26 October 2006]
Chapter III

Equity Capital of a Capital Company

Section 31. Valuation of Property Investment
(1) Property investment shall be valuated and an opinion thereon shall be provided by an expert who is included in the list approved by the Commercial Register Office. A holder of capital shares may himself or herself perform valuation of property investment only in the case referred to in Paragraph two of this Section.

(2) If the equity capital of a State or local government limited liability company is paid by property investment the total value of which does not exceed 15 000 euros, property investment may be valuated and an opinion may be provided only by the holder of capital shares.

[12 June 2003; 19 September 2013]
Section 32. Consequences of Non-compliance with the Time Period for Paying a Share
If the State or local government does not pay full price of the subscribed share in the time period indicated in the provisions for increase of the equity capital, the State or local government remain in possession of such number of shares which is in proportion to the sum paid.

Chapter IV

Liability

Section 33. Acquisition of Property from a Founder and Shareholder (Stockholder)
If a capital company acquired property from its founder or shareholder (stockholder) within two years after entering thereof in the Commercial Register, a meeting of shareholders (stockholders) need not approve such transaction (Section 164 of the Commercial Law).

Section 34. Liability of Members of the Board of Directors, Shareholder (Stockholder) and Holder of Capital Shares
(1) Members of the board of directors shall not be liable for losses caused to a capital company, if they have acted according to a lawful decision of a shareholder (stockholder) or a holder of capital shares.

(2) The fact that the council has approved action of the board of directors shall not exclude the liability of members of the board of directors before the capital company.

(3) If in the case referred to in Paragraph two of this Section members of the board of directors are held liable, members of the board of directors and members of the council shall be solidarily liable.

(4) If losses to a capital company have been caused by implementing a decision of a shareholder (stockholder) or a holder of capital shares, the shareholder (stockholder) or the holder of capital shares accordingly shall be liable for them.

(5) A capital company may release a member of the board of directors from liability or to enter into amicable settlement with him or her (within the meaning of Section 173 of the Commercial Law) if the holder of capital shares is taking a decision thereon.

[20 August 2009]
Section 35. Prohibition of Competition in Relation to Members of the Board of Directors of a Capital Company
(1) A member of the board of directors may not without a consent of a holder of capital shares:

1) be a general partner in a partnership, or a shareholder (stockholder) with supplemental liability in a capital company, which is engaged in the field of commercial activity of the relevant capital company;

2) conclude transactions in the field of commercial activities of the relevant capital company in his or her own name or in the name of a third party, for his or her benefit or for the benefit of a third party;

3) be a member of the board of directors of such another company which is engaged in the field of commercial activities of the relevant capital company, except cases when the relevant capital company is a part of the same group of companies as this other company.

(2) If a member of the board of directors of a capital company infringes the provisions of Paragraph one of this Section, a capital company has the right to request compensation for losses or the recognition of the relevant transactions as such that are concluded in the name of the capital company, and the transfer of the income acquired or the right of claim to such to the capital company.

(3) The claims referred to in Paragraph two of this Section are subject to a limitation period of three months from the date when other members of the board of directors or members of the council (if any) had found out about the violation against the prohibition of competition, but no more than five years from the day of the committing of the infringement.

[12 March 2009; 16 June 2009; 20 August 2009]
Chapter V

Auditor of a Capital Company, Disbursement of Cash Funds and Use of the Profit

[12 June 2003]
Section 36. Auditor
The board of directors of a capital company may not object against an auditor elected by a meeting of shareholders (stockholders).

[16 June 2009]
Section 36.1 Disbursement of Cash Funds of a Capital Company to the Holder of Capital Shares
(1) Cash funds of a State or local government capital company may be disbursed to the holder of capital shares in conformity with the restrictions stipulated in Section 182 of the Commercial Law and the provisions of Paragraph two of this Section.

(2) A State or local government capital company may transfer such funds to the holder of capital shares in the amount stipulated by the Cabinet, which are necessary for disbursement of the compensation to the representative of the holder of capital shares and the responsible employee of such capital company.

[12 June 2003]
Section 37. Use of the Profit of a Capital Company
A holder of capital shares may stipulate the principles for the use of the profit of a capital company in conformity with the objectives and tasks stipulated in laws, Cabinet regulations and approved sectoral development concepts, strategies and other documents governing sectoral development.

Section D

State or Local Government Limited Liability Company

Chapter I

Equity Capital and Capital Share

Section 38. Payment of Equity Capital, Nominal Value and Registration of Capital Shares
(1) Equity capital of a State or local government limited liability company (hereinafter in this Section – company) shall be paid in full until a registration application is lodged to the Commercial Register Office.

(2) The nominal value of a capital share of the company (hereinafter in this Section – share) is one euro.

(3) Also the name, registration number (if the holder must be registered) and legal address of the holder of capital shares shall be entered in the register of shareholders of the company.

(4) The representative of the holder of capital shares, the responsible employee, the authorised representative of the holder of capital shares, members of the board of directors, auditor, as well as competent public authorities are entitled to become acquainted with the register of shareholders of the company.

(5) The representative of the holder of capital shares, the responsible employee and the authorised representative of the holder of capital shares have the right to receive an extract from the register of shareholders of the company certified by a person authorised by the board of directors regarding shares belonging to the State or local government in the company.

[12 June 2003; 12 March 2009; 19 September 2013]
Section 39. Selling of Shares
The procedures for selling of shares are laid down in Section H of this Law.

Section 40. Pledging of Shares
Shares of a company may not be pledged.

Section 41. Acquisition of Own Shares
A company may not acquire own shares, except a case when the company reduces the equity capital by cancelling them.

Chapter II

Changes in Equity Capital

Section 42. Decision on Changes in the Equity Capital
The equity capital may be increased or reduced only on the basis of a decision of a meeting of shareholders, which include the provisions for increasing or reducing the equity capital.

[12 June 2003]
Section 43. Increasing of the Equity Capital
(1) The equity capital of a company may be increased:

1) upon shareholders making investments in the equity capital of the company and receiving a corresponding number of new shares in return;

2) after approval of the annual account or report on economic activity for a time period less than a year, by transferring completely or partially the positive difference to the equity capital between the own capital and the sum formed by the equity capital and reserves that in accordance with the law may not be transferred for increasing the equity capital, and receiving a corresponding number of new shares in return. A report on economic activity shall be drawn up in accordance with the requirements of the law on drawing up of an annual account.

(2) If the equity capital of the company is increased using the means referred to in Paragraph one, Clause 1 of this Section, a shareholder must pay for the whole increase of the equity capital within one month from the day when a meeting of shareholders took a decision to increase the equity capital.

(3) A holder of State or local government capital shares need not submit an application to the company for the acquisition of capital shares (Section 200 of the Commercial Law).

(4) The company shall enter the new shares of the shareholder in the register of shareholders on the basis of documents certifying payment for such shares.

(5) If the shareholder has not paid completely for all new shares within the time period referred to in Paragraph two of this Section, it shall be deemed that the equity capital of the company has not been increased.

[12 June 2003; 8 November 2007]
Section 44. Application to the Commercial Register Office on Increasing the Equity Capital
If a decision to increase the equity capital is taken by the Cabinet (Section 49), an application to the Commercial Register Office regarding increasing of the equity capital shall also be appended a Cabinet decision to increase the equity capital and on amendments to the articles of association of the company.

[12 June 2003]
Section 45. Means of Reducing the Equity Capital
The equity capital of a company shall be reduced by cancelling shares.

Section 46. Notification to the Commercial Register Office on Reducing the Equity Capital
If a decision to reduce the equity capital is taken by the Cabinet (Section 49), a Cabinet decision to reduce the equity capital and amend the articles of association of the company shall also be appended to a notification to the Commercial Register Office on reducing the equity capital.

[12 June 2003]
Chapter III

Administration of a Company

Section 47. Administrative Institutions of a Company
(1) A company shall be administered by the shareholder, the meeting of shareholders and the board of directors.

(2) The decision within the competence of the meeting of shareholders shall be taken by the representative of the holder of capital shares.

(3) A council shall not be established in the company.

[12 June 2003; 12 March 2009]
Section 48. Competence of the Meeting of Shareholders
(1) Only a meeting of shareholders has the right to take decisions on:

1) the annual account of the company;

2) the use of the profit of the previous year of operation;

3) appointing and removal of members of the board of directors and the chairperson of the board of directors;

4) [12 March 2009];

5) appointing and removal of an auditor;

6) bringing a claim against a member of the board of directors and on appointing a representative of the company for representation of the company in court proceedings;

7) approval and amending of the articles of association of the company (except the case when the articles of association are approved by the Cabinet);

8) the amount of the monthly wage of members of the board of directors, social guarantees (benefits, compensations, insurance) and after the annual account is approved – on awarding a premium or other financial incentive;

81) the amount of remuneration to an auditor;

9) increasing or reducing the equity capital (except the case when the articles of association are approved by the Cabinet);

10) reorganisation of the company (except the case when the articles of association are approved by the Cabinet);

11) appointing and removal of a liquidator;

12) other cases referred to in this Law.

(2) Upon request of the board of directors a meeting of shareholders shall examine and take decisions also on such issue, for deciding of which the board of directors requires a prior consent of the meeting of shareholders (Section 64).

(3) A meeting of shareholders shall co-ordinate the most important conditions for determining the remuneration of employees of the company, which have been drawn up by the board of directors in accordance with the legal acts governing employment legal relationship, for disbursement of benefits and compensations, for covering of expenditure, for awarding of premiums and other financial incentive, the maximum amounts of monthly remunerations (wages), as well as other restricting conditions.

[12 June 2003; 29 January 2009; 12 March 2009; 17 December 2009]
Section 49. Competence of a Shareholder
(1) A shareholder shall take a decision to terminate or continue the operation of a company, as well as the decisions referred to in Section 7, Paragraphs two and three of this Law to acquire the decisive influence, the decision referred to in Section 7, Paragraph four to conclude a group of companies contract and the decision referred to in Section 8, Paragraph three to terminate a group of companies contract.

(2) The decision referred to in Paragraph one of this Section in the name of the State shall be taken by the Cabinet and in the name of a local government – by the local government council.

(3) If in accordance with the law the articles of association of a State company are approved by the Cabinet, it shall also take decisions to:

1) re-organise the company;

2) increase and reduce the equity capital of the company.

[12 June 2003; 29 January 2009]
Section 50. Convening of a Meeting of Shareholders
(1) Regular meetings of shareholders and extraordinary meetings of shareholders shall be convened.

(2) Meetings of shareholders shall be convened by the board of directors, except the cases provided for in this Law.

Section 51. Convening of a Regular Meeting of Shareholders
(1) The board of directors shall convene a regular meeting of shareholders within a time period which ensures a possibility of approving the annual account within the time period provided for in the law.

(2) If the board of directors has not convened a regular meeting of shareholders within the stipulated time period, it shall be convened by the holder of capital shares itself not later than within five working days from the day when the board of directors should have convened a meeting of shareholders.

(3) If the board of directors does not convene a regular meeting of shareholders without a justified reason, the holder of capital shares may remove members of the board of directors.

(4) If a dispute arises whether actions of members of the board of directors have a justified reason, the burden of proof shall lie with the members of the board of directors.

Section 52. Convening of an Extraordinary Meeting of Shareholders
(1) An extraordinary meeting of shareholders shall be convened by the board of directors upon its initiative or if it is requested in writing by an auditor or a holder of capital shares.

(2) Initiators of convening an extraordinary meeting of shareholders shall indicate the reasons for convening the meeting and the agenda in the request. The request for convening a meeting shall be submitted to the board of directors and the auditor and holder of capital shares shall be notified thereof.

(3) The board of directors shall convene an extraordinary meeting of shareholders not later than within two weeks after the day of receiving the request.

(4) If the board of directors does not convene an extraordinary meeting of shareholders within the time period laid down in Paragraph three of this Section, it may be convened by the initiator of convening an extraordinary meeting of shareholders itself.

(5) If a decision must be made urgently in the issue to be examined, an extraordinary meeting of shareholders shall be convened within a time period which ensures a possibility of receiving a notification on convening a meeting of shareholders in due time, as well as draft decisions and other materials of the meeting of shareholders. The time period shall not be less than seven days. The urgency shall be justified in writing by the person who initiated urgent convening of a meeting of shareholders.

(6) If the board of directors does not convene an extraordinary meeting of shareholders without a justified reason, the meeting of shareholders may remove members of the board of directors.

(7) If a dispute arises whether actions of members of the board of directors have a justified reason, the burden of proof shall lie with the members of the board of directors.

[12 June 2003; 12 March 2009]
Section 53. Convening of a Meeting of Shareholders if a Company has Suffered Losses
Convening of a meeting of shareholders if a company has suffered losses shall take place in accordance with the procedures laid down in the Commercial Law.

Section 54. Convening of a Meeting of Shareholders if a Company is Being Liquidated
(1) If a decision to liquidate a company has been taken, a meeting of shareholders shall be convened by a liquidator.

(2) The liquidator shall convene the regular meeting of shareholders during a time period which ensures a possibility to approve the annual account within the time period provided for in the law.

(3) The liquidator shall convene an extraordinary meeting of shareholders upon his or her initiative or if it is requested by an auditor or holder of capital shares in writing.

(4) The persons who initiate convening of an extraordinary meeting of shareholders shall indicate the reasons for convening the meeting and the agenda in the request. The request regarding convening of a meeting shall be submitted to the liquidator and the auditor or holder of capital shares shall be notified thereof in writing.

(5) If a decision in the issue to be reviewed must be taken urgently, an extraordinary meeting of shareholders shall be convened in accordance with the procedures laid down in Section 52, Paragraph five of this Law.

(6) If a liquidator has not convened a current or extraordinary meeting of shareholders within the time period provided for, it shall be convened by the holder of capital shares.

(7) If a liquidator does not convene a meeting of shareholders without a justified reason, the meeting of shareholders may remove the liquidator.

(8) If there is a dispute regarding whether the action of a liquidator has a justified reason, the burden of proof shall lie with the liquidator.

[12 June 2003]
Section 55. Procedures for Convening a Meeting of Shareholders
(1) The board of directors shall send a notification on convening a meeting of shareholders to a holder of capital shares and an auditor not later than two weeks before the meeting.

(2) The place and time of the meeting of shareholders, the type of the meeting, the institution which requested to convene the meeting, the agenda of the meeting of shareholders, draft decisions, as well as other information related to convening and course of the meeting shall be indicated in the notification.

(3) If the meeting of shareholders is convened in accordance with the procedures laid down in Section 52, Paragraph five of this Law, the person who initiated convening of the meeting shall ensure that the holder of capital shares and the auditor receives draft decisions and other materials not later than three days before the meeting.

[12 March 2009]
Section 56. Issues to be Reviewed in a Meeting of Shareholders
(1) A meeting of shareholders may take decisions only in such issues which are indicated in the notification determined in Section 55 of this Law, except the cases referred to in Paragraph two of this Section.

(2) A meeting of shareholders may take decisions in the following issues (also if they have not been indicated in the notification determined in Section 55 of this Law):

1) recall of members of the board of directors, liquidator or auditor;

2) bringing of a claim against members of the board of directors, liquidator or auditor, if an issue regarding the annual account of the company is reviewed at the same meeting;

3) determination of a new time period or date of the meeting of shareholders;

4) recall of the chairperson of the board of directors, if a new chairperson of the board of directors is concurrently appointed in the meeting.

(3) A meeting of shareholders may take decisions only if the time and means of convening a meeting of shareholders provided for in this Law has been complied with.

[12 June 2003; 29 January 2009, 12 March 2009]
Section 57. Participation in a Meeting of Shareholders
(1) A representative of the holder of capital shares shall participate in a meeting of shareholders.

(2) Members of the board of directors, liquidator and auditor have a duty to participate in a meeting of shareholders.

(3) The representative of the holder of capital shares shall determine the persons who must also participate in a meeting of shareholders.

[12 March 2009]
Section 58. Course of a Meeting of Shareholders
(1) A representative of the holder of capital shares shall open and chair a meeting of shareholders.

(2) The representative of the holder of capital shares shall appoint a secretary (minute-taker) of the meeting of shareholders.

(3) After an issue is reviewed the representative of the holder of capital shares shall announce his or her decision in relation to the issue reviewed. The decision shall be recorded in the minutes of the meeting of shareholders.

Section 59. Minutes of a Meeting of Shareholders
(1) The course of a meeting of shareholders shall be recorded in minutes.

(2) The following shall be indicated in the minutes:

1) the firm name of the company;

2) the location, date and time of the meeting of shareholders;

3) the given name, surname and position of the persons who participate in reviewing the issue;

4) the size of the subscribed equity capital, paid-up equity capital and equity capital with voting rights of the company;

5) the given name and surname of the chairperson and secretary (minute-taker) of the meeting;

6) the agenda of the meeting;

7) the course of discussion and content of issues of the agenda;

8) the decisions taken;

9) objections of members of the board of directors, liquidator or auditor.

(3) Minutes shall be signed by the chairperson and secretary (minute-taker) of the meeting of shareholders.

[12 March 2009]
Section 60. Council
[12 March 2009]

Section 61. Board of Directors
(1) The number of members of the board of directors shall be determined in accordance with Cabinet regulations according to the criteria characterising the size of the company.

(2) In addition to the restrictions stipulated in the Commercial Law the standard articles of association may also provide for other restrictions to members of the board of directors.

(3) The monthly remuneration of a member of the board of directors shall be determined according to the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau, which has been approximated to full euros and which according to the criteria characterising the size of the capital company may be applied a coefficient not exceeding 6. The monthly remuneration of a member of the board of directors shall be recalculated each year and disbursement of the recalculated monthly remuneration shall be commenced from 1 April of the relevant year. The criteria characterising the size of the company and the maximum coefficient to be applied for determination of the monthly remuneration according to the size of the company shall be determined by the Cabinet.

(4) The chairperson of the board of directors has all the rights and duties delegated in this Section and Sections 62-64 of this Law.

(5) A member of the board of directors of a company may be a member of the council or board of directors of a capital company in no more than two public-private, private, State or local government capital companies.

(6) A natural person who is fluent in the official language and whose work experience, education and qualification ensures professional fulfilment of the tasks of a member of the board of directors may be a member of the board of directors of the company.

(7) If a member of the board of directors of company who is recalled from the office prior to expiry of the term and if employment contract or any other civil legal contract entered into with him or her provides for a severance pay or compensation of any other type, he or she has the right to receive a severance pay in the amount of no more than two monthly wages. The severance pay shall not be disbursed if a member of the board of directors is recalled in case of blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, as well as in case if harm has been caused to the interests of the company.

[12 June 2003; 29 January 2009; 12 March 2009; 20 August 2009; 17 December 2009; 19 September 2013]
Section 62. Rights of Representation of the Board of Directors
(1) Members of the board of directors shall jointly represent a company.

(2) Standard articles of association and articles association of a company may not include a provision that members of the board of directors represent the company jointly with a proctor.

Section 63. Recall of Members of the Board of Directors
(1) A member of the board of directors may be recalled by a meeting of shareholders if there is an important reason for it.

(2) Blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, the inability to manage the company, causing of harm to the interests of the company, as well as the loss of trust shall be considered as an important reason in any case.

Section 64. Taking of Decisions of the Board of Directors
(1) The board of directors shall take decisions in all issues of activity of a company, except those in which decisions in accordance with this Law and articles of association of the company are taken by the Cabinet or local government council accordingly, as well as the meeting of shareholders.

(2) The board of directors shall need a prior consent of the meeting of shareholders for taking a decision on the following issues:

1) [16 June 2009];

2) acquisition or alienation of an undertaking;

3) discontinuation of the current types of activity and commencement of new types of activity.

(21) The board of directors of a State capital company shall require a prior consent of the Cabinet for acquisition of participation in another company, for increasing or reducing of participation.

(22) The board of directors of a local government capital company shall require a prior consent of the local government council for acquisition of participation in another company, for increasing or reducing of participation.

(3) Standard articles of association may also provide for other issues, in which the board of directors must receive a prior written consent of the meeting of shareholders.

(4) The board of directors shall have a quorum if more than one half of members of the board of directors participate in the meeting thereof. If there are less members in the composition of the board of directors than provided for in the articles of association, a quorum shall be determined according to the number of members of the board of directors provided for in the articles of association.

(5) The board of directors shall take its decisions by a simple majority of the members present, unless it is otherwise determined in the standard articles of association.

(6) Minutes shall be taken at meetings of the board of directors. The following information shall be indicated in the minutes:

1) the firm name of the company;

2) the location, date and time of the meeting of the board of directors;

3) the members of the board of directors and other persons who participate in the meeting;

4) the agenda issues;

5) the decisions taken;

6) the results of voting, indicating the vote of each member of the board of directors separately for each decision with an entry “for” or “against”;

7) other information which a member of the board of directors requests to be included in the minutes or which is necessary in order to accurately record the course of the meeting of the board of directors.

(7) If a member of the board of directors does not agree with a decision of the board of directors and votes against it, the dissenting opinion of the member of the board of directors shall be recorded in the minutes of the meeting of the board of directors upon his or her request.

(8) Minutes of meetings of the board of directors shall be signed by the person chairing the meeting of the board of directors, the minute-taker of the meeting and all members of the board of directors who participate in the meeting.

[12 March 2009; 16 June 2009]
Part E

State or Local Government Stock Company

Chapter I

Capitals and Securities of a Stock Company

Section 65. Equity Capital of a Stock Company
The equity capital determined in the articles of association in founding a State or local government stock company (hereinafter in this Section also – company) shall be paid up completely not later than within six months from the day when the company was entered in the Commercial Register.

Section 66. Stocks
(1) All stocks of a company are stocks of one category, except cases when the company has employee stocks (Section 68).

(2) All stocks of the company shall be registered stocks.

(3) All stocks of the company shall be dematerialised stocks.

(4) The nominal value of each stock of the company shall be one euro.

[19 September 2013]
Section 67. Register of Stockholders
(1) Also the name, registration number (if such must exist) and legal address of the holder of capital shares shall be entered in the register of stockholders of a company.

(2) The representative of the holder of stocks, the responsible employee, the authorised representative of the holder of stocks, owners of employee stocks, members of the board of directors, auditor, as well as competent public authorities are entitled to become acquainted with the register of stockholders of the company.

(3) The representative of the holder of stocks, the responsible employee and the authorised representative of the holder of stocks have the right to receive an extract from the register of stockholders of the company, certified by an authorised person of the board of directors, regarding stocks belonging to the State or local government in the company. An owner of employee stocks has the right to receive an extract regarding the stocks belonging to him or her.

[12 June 2003; 30 June 2005; 16 June 2009]
Section 68. Employee Stocks
(1) The Cabinet shall determine which State companies may have employee stocks.

(2) The local government council shall determine whether the relevant local government company may have employee stocks.

(3) Employee stocks shall be without voting rights.

(4) Employee stocks may only belong to employees and members of the board of directors of the company.

(5) An owner of employee stocks may not alienate such stocks from other persons, including other employees.

(6) If employment legal relationship between a company and employee ends or if a member of the board of directors of a company is recalled or has left the office, the employee or member of the board of directors must sell the employee stocks belonging to him or her to the company and the company must repurchase the employee stocks belonging to the employee or member of the board of directors from him or her according to their nominal value.

[30 June 2005]
Section 69. Selling of Stocks
The procedures for selling of stocks of a company are laid down in Section H of this Law.

Section 70. Prohibition to Acquire Own Stocks
A company may not acquire its own stocks. It is allowed only in cases when:

1) the company reduces the equity capital, withdrawing a part of stock from circulation;

2) the company acquires its own employee stocks.

Section 71. Transfer and Cancellation of Own Stocks Belonging to a Company
(1) If a company has acquired its employee stocks, they shall be transferred to employees within six months from the day of acquiring such stocks.

(2) If employee stocks are not transferred to employees of a company within the time period provided for in Paragraph one of this Section, they shall be cancelled, reducing the equity capital accordingly.

(3) If a company acquires stocks by reducing its equity capital, such stocks shall be cancelled.

[12 June 2003]
Section 72. Convertible Debentures
A company may issue convertible debentures in the cases provided for in Part I of this Law.

Chapter II

Increasing and Reducing of the Equity Capital

Section 73. Conditions for Increasing and Reducing the Equity Capital
(1) The equity capital shall be increased or reduced only on the basis of a decision of a meeting of stockholders, in which the provisions for increasing or reducing the equity capital are governed.

(11) The equity capital of a company may be increased:

1) upon a stockholder making investments in the equity capital of the company and receiving a corresponding number of new stocks in return;

2) after approval of the annual account, by transferring completely or partially the positive difference to the equity capital between the own capital and the sum formed by the equity capital and reserves that in accordance with the law may not be transferred for increasing the equity capital, and receiving a corresponding number of new stocks in return.

(2) If the equity capital of the company is increased using the means referred to in Paragraph 1.1, Clause 1 of this Section, a stockholder – State or local government – must pay for the whole increase of the equity capital within one month from the day when a meeting of stockholders took a decision to increase the equity capital.

(3) A holder of State or local government stocks need not subscribe to a new issue of stocks (Section 260 of the Commercial Law).

(4) The company shall enter the new stocks of the stockholder in the register of stockholders on the basis of documents certifying payment for such stocks.

(5) If the stockholder – State or local government – has not paid completely for all new stocks within the time period referred to in Paragraph two of this Section, it shall be deemed that the equity capital of the company has not been increased.

(6) If a decision to increase the equity capital is taken by the Cabinet (Section 77), a Cabinet decision to increase the equity capital and amend the articles of association of the company shall also be appended to an application to the Commercial Register Office on increasing the equity capital.

(7) If a decision to reduce the equity capital is taken by the Cabinet (Section 77), a Cabinet decision to reduce the equity capital and amend the articles of association of the company shall also be appended to a notification to the Commercial Register Office on reducing the equity capital.

[12 June 2003; 30 June 2005; 8 November 2007]
Section 74. Increasing of the Equity Capital with Special Purpose
(1) The equity capital may be increased stipulating that new stocks will be used for special purpose indicated in the provisions regarding increasing the equity capital. In such cases the increase of the equity capital shall not exceed the sum necessary for the special purpose.

(2) The equity capital may be increased in accordance with the procedures laid down in Paragraph one of this Section only for the following purposes:

1) for exchange of the new stocks for capital shares or stocks of the acquired State or local government capital company in case of reorganisation;

2) for the issue of employee stocks.

(3) Increasing of the equity capital as a result of which the company becomes a private stock company with State or local government capital share may take place in the cases and according to the procedures provided for in Part I of this Law.

Chapter III

Organisational Structure of a Company

Section 75. Administrative Institutions of a Stock Company
(1) Administration of a company shall be implemented by a stockholder – the State or local government, a meeting of stockholders and the board of directors.

(2) The decisions within the competence of the meeting of stockholders shall be taken by the representative of the holder of stocks.

(3) A council shall not be established in the company.

[12 June 2003; 30 June 2005; 12 March 2009; 16 June 2009]
Section 76. Competence of a Meeting of Stockholders
(1) Only a meeting of stockholders has the right to take decisions on:

1) the annual account of the company;

2) the use of the profit of the previous year of operation;

3) appointing and recall of members of the board of directors and auditor;

4) bringing of a claim against members of the board of directors and auditor or on refusal from the claim against them, as well as appointing of a representative of the company for maintaining a claim against members of the board of directors;

5) approval of such transaction which is concluded by the company with a member of the board of directors;

6) approval and amending of the articles of association of the company (except the case when the articles of association are approved by the Cabinet);

7) issue of securities of the company;

8) the amount of the monthly wage of members of the board of directors, social guarantees (benefits, compensations, insurance) and after the annual account is approved – on awarding a premium or other financial incentive;

81) the amount of remuneration to an auditor;

9) increasing or reducing the equity capital (except the case when the articles of association are approved by the Cabinet);

10) reorganisation of the company (except the case when the articles of association are approved by the Cabinet);

11) appointing and removal of a liquidator;

12) in other cases provided for in this Law.

(11) [16 June 2009]

(2) Upon request of the board of directors a meeting of stockholders shall examine and take a decision on such issues within the competence of the board of directors, for deciding of which the board of directors requires a prior consent of the meeting of stockholders (Section 98).

(3) A meeting of stockholders shall co-ordinate the most important conditions for determining the remuneration of employees of the company, which have been drawn up by the board of directors in accordance with the legal acts governing employment legal relationship, for disbursement of benefits and compensations, for covering of expenditure, for awarding of premiums and other financial incentive, the maximum amounts of monthly remunerations (wages), as well as other restricting conditions.

[12 June 2003; 12 March 2009; 16 June 2009; 17 December 2009]
Section 77. Competence of a Stockholder – State or Local Government
(1) A stockholder – State or local government – shall take a decision to terminate or continue the operation of a company, as well as the decisions referred to in Section 7, Paragraphs two and three of this Law to acquire the decisive influence, the decision referred to in Section 7, Paragraph four to conclude a group of companies contract and the decision referred to in Section 8, Paragraph three to terminate a group of companies contract.

(2) The decision referred to in Paragraph one of this Section shall be taken by the Cabinet and in the name of a local government – by the local government council.

(3) If in accordance with the law the articles of association of a State company are approved by the Cabinet, it shall also take decisions to:

1) re-organise the company;

2) increase and reduce the equity capital of the company.

[12 June 2003; 30 June 2005; 29 January 2009]
Section 78. Convening of a Meeting of Stockholders
(1) Regular meetings of stockholders and extraordinary meetings of stockholders shall be convened.

(2) Meetings of stockholders shall be convened by the board of directors, except the cases provided for in this Law.

Section 79. Convening of a Regular Meeting of Stockholders
(1) The board of directors shall convene a regular meeting of stockholders within a time period which ensures a possibility of approving the annual account within the time period provided for in the law.

(2) If the board of directors has not convened a regular meeting of stockholders within the stipulated time period, it shall be convened by the holder of stocks itself not later than within five working days from the day when the board of directors should have convened a meeting of stockholders.

(3) [16 June 2009]
(4) If the board of directors does not convene a regular meeting of shareholders without a justified reason, the holder of capital shares may remove members of the board of directors.

(5) If a dispute arises whether actions of members of the board of directors have a justified reason, the burden of proof shall lie with the members of the board of directors.

[12 June 2003; 12 March 2009; 16 June 2009]
Section 80. Extraordinary Meeting of Stockholders
(1) An extraordinary meeting of stockholders shall be convened by the board of directors upon its initiative or if it is requested in writing by an auditor or a holder of stocks.

(2) Initiators of convening an extraordinary meeting of stockholders shall indicate the reasons for convening the meeting and the agenda in the request. The request for convening a meeting shall be submitted to the board of directors and the auditor, and the holder of stocks shall be notified thereof.

(3) The board of directors shall convene an extraordinary meeting of stockholders not later than within two weeks after the day of receiving the request.

(4) If the board of directors does not convene an extraordinary meeting of stockholders within the time period stipulated in Paragraph three of this Section, it may be convened by the initiator of convening an extraordinary meeting of stockholders itself.

(5) If a decision must be made urgently in the issue to be examined, an extraordinary meeting of stockholders shall be convened within a time period which ensures a possibility of receiving a notification on convening a meeting of stockholders in due time, as well as draft decisions and other materials of the meeting of stockholders. The time period shall not be less than seven days. The urgency shall justified in writing by the person who initiated urgent convening of a meeting of stockholders.

(6) If the board of directors does not convene an extraordinary meeting of stockholders without a justified reason, the holder of stocks may remove members of the board of directors.

(7) If a dispute arises whether actions of members of the board of directors have a justified reason, the burden of proof shall lie with the members of the board of directors.

[12 March 2009; 16 June 2009]
Section 81. Convening of a Meeting of Stockholders if a Company has Suffered Losses
Convening of a meeting of stockholders if a company has suffered losses shall take place in accordance with the procedures laid down in the Commercial Law.

Section 82. Convening of a Meeting of Stockholders if a Company is Being Liquidated
(1) If a decision to liquidate a company has been taken, a meeting of stockholders shall be convened by a liquidator.

(2) The liquidator shall convene the regular meeting of stockholders during a time period which ensures a possibility to approve the annual account within the time period provided for in the law.

(3) An extraordinary meeting of stockholders shall be convened by a liquidator upon its initiative or if it is requested in writing by an auditor or a holder of stocks.

(4) Initiators of convening an extraordinary meeting of stockholders shall indicate the reasons for convening the meeting and the agenda in the request. The request for convening a meeting shall be submitted to the liquidator and the auditor, and the holder of stocks shall be notified thereof.

(5) If a decision in the issue to be reviewed must be taken urgently, an extraordinary meeting of stockholders shall be convened in accordance with the procedures laid down in Section 80, Paragraph five of this Law.

(6) If a liquidator has not convened a regular or extraordinary meeting of stockholders within the time period provided for, it shall be convened by the holder of stocks.

(7) If a liquidator does not convene a meeting of stockholders without a justified reason, the meeting of stockholders may remove the liquidator.

(8) If there is a dispute regarding whether the action of a liquidator has a justified reason, the burden of proof shall lie with the liquidator.

[12 June 2003]
Section 83. Procedures for Convening a Meeting of Stockholders
(1) The board of directors shall send a notification on convening a meeting of stockholders to a holder of stocks and an auditor not later than two weeks before the meeting.

(2) If there are employee stocks in the company, a notification shall also be sent to owners of employee stocks.

(3) The place and time of the meeting of stockholders, the type of the meeting, the institution which requested to convene the meeting, the agenda of the meeting of stockholders, draft decisions, as well as other information related to convening and course of the meeting shall be indicated in the notification.

(4) If the meeting of stockholders is convened in accordance with the procedures laid down in Section 80, Paragraph five of this Law, the person who initiated convening of the meeting shall ensure that the holder of stocks and the auditor receive draft decisions and other materials not later than three days before the meeting.

[12 March 2009; 16 June 2009]
Section 84. Issues to be Reviewed in a Meeting of Stockholders
(1) A meeting of stockholders may take decisions only in such issues which are indicated in the notification determined in Section 83 of this Law, except the cases provided for in Paragraph two of this Section.

(2) A meeting of stockholders may take decisions in the following issues (also if they have not been indicated in the notification determined in Section 83 of this Law):

1) recall of members of the board of directors, liquidator or auditor;

2) bringing of a claim against members of the board of directors, liquidator or auditor, if an issue regarding the annual account of the company is reviewed at the same meeting;

3) determination of a new time period or date of the meeting of stockholders.

(3) A meeting of stockholders may take decisions only if the time and means of convening a meeting of stockholders provided for in this Law have been complied with.

[12 March 2009; 16 June 2009]
Section 85. Course of a Meeting of Stockholders
(1) A representative of the holder of stocks shall open and chair a meeting of stockholders.

(2) The representative of the holder of stocks shall appoint a secretary (minute-taker) of the meeting of stockholders.

Section 86. Taking of Decisions of a Meeting of Stockholders
(1) After an issue is reviewed the representative of the holder of stocks shall announce his or her decision in relation to the issue reviewed. The decision shall be recorded in the minutes of the meeting of stockholders.

(2) If there are employee stocks in the company, owners of employee stocks shall not participate in decision-making and shall not vote on the draft decisions prepared.

Section 87. Minutes of a Meeting of Stockholders
(1) The course of a meeting of stockholders shall be recorded in minutes.

(2) The following shall be included in the minutes:

1) the firm name of the company;

2) the location, date and time of the meeting of stockholders;

3) the given name, surname and position of the persons who participate in reviewing the issue;

4) the size of the subscribed equity capital, paid-up equity capital and equity capital with voting rights of the company;

5) the given name and surname of the chairperson and secretary (minute-taker) of the meeting;

6) the agenda of the meeting;

7) the course of discussion and content of issues of the agenda;

8) the decisions taken;

9) objections of members of the board of directors, liquidator or auditor.

(3) Minutes shall be signed by the chairperson and secretary (minute-taker) of the meeting of stockholders.

[12 March 2009; 16 June 2009]
Section 88. Tasks of the Council
[16 June 2009]

Section 89. Conditions for the Establishment of the Council, Number of Council Members, Appointing and Recall Thereof
[16 June 2009]

Section 90. Convening of Council Meetings
[16 June 2009]

Section 91. Decision-making of the Council and Signing of Minutes
[16 June 2009]

Section 92. Remuneration for the Council Members
[16 June 2009]

Section 93. Board of Directors of a Stock Company
(1) Members of the board of directors shall jointly represent a company.

(2) Standard articles of association and articles association of a company may not include a provision that members of the board of directors represent the company jointly with a proctor.

Section 94. Number of Members of the Board of Directors and Restrictions for Members of the Board of Directors
(1) The number of members of the board of directors shall be determined in accordance with Cabinet regulations according to the criteria characterising the size of the company (group of companies).

(2) A member of the board of directors of a company may be a member of the council or board of directors of a capital company in no more than two public-private, private, State or local government capital companies.

(3) A natural person who is fluent in the official language and whose work experience, education and qualification ensures professional fulfilment of the tasks of a member of the board of directors may be a member of the board of directors of the company.

(4) If a member of the board of directors of company who is recalled from the office prior to expiry of the term and if employment contract or any other civil legal contract entered into with him or her provides for a severance pay or compensation of any other type, he or she has the right to receive a severance pay in the amount of no more than two monthly wages. The severance pay shall not be disbursed if a member of the board of directors is recalled in case of blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, as well as in case if harm has been caused to the interests of the company.

[12 March 2009; 20 August 2009; 17 December 2009]
Section 95. Recall of Members of the Board of Directors of a Stock Company
(1) A member of the board of directors may be recalled by a meeting of stockholders if there is an important reason for it.

(2) Blatant infringement of authority, failure to fulfil duties, the obstacles stipulated in the law or articles of association for taking up of the office or the lack of confidence expressed by the meeting of stockholders shall be considered as an important reason in any case.

[12 June 2003; 12 March 2009; 16 June 2009]
Section 96. Monthly Wage for Members of the Board of Directors of a Stock Company
(1) A member of the board of directors shall receive a monthly wage according to his or her scope of duties and the economic state of the company.

(2) The monthly remuneration of a member of the board of directors shall be determined according to the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau, which has been approximated to full euros and which according to the criteria characterising the size of the capital company may be applied a coefficient not exceeding 6. The monthly wage of a member of the board of directors shall be recalculated each year and disbursement of the recalculated monthly wage shall be commenced from 1 April of the relevant year. The criteria characterising the size of the company and the maximum coefficient to be applied for determination of the monthly wage according to the size of the company shall be determined by the Cabinet.

[12 March 2009; 17 December 2009; 19 September 2013]
Section 97. Restrictions for Members of the Board of Directors of a Stock Company
(1) In addition to the restrictions stipulated in the Commercial Law a meeting of stockholders may determine that a member of the board of directors may not be an employee or take up elected offices in another commercial company, State or local government institutions, organisations and authorities.

(2) Standard articles of association may provide for other restrictions to members of the board of directors.

Section 98. Consent of a Meeting of Stockholders to Action of the Board of Directors
(1) The board of directors shall take decisions in all issues of activity of a company, except those in which decisions in accordance with this Law and articles of association of the company are taken by the stockholder – State or local government – accordingly and the meeting of stockholders.

(2) The board of directors shall need a prior consent of the meeting of stockholders for taking a decision on the following issues:

1) acquisition or alienation of an undertaking;

2) discontinuation of the current types of activity and commencement of new types of activity;

3) opening or closing of branches and representative offices;

4) closing of such transactions which exceed the sum stipulated in the articles of association;

5) issuing of such loans which are not related to the regular commercial activity of the company;

6) acquisition, alienation and encumbering of immovable property with property rights;

7) issuing of credits to employees of the company;

8) determining of the general principles of commercial activity.

(3) The board of directors of a State capital company shall require a prior consent of the Cabinet for acquisition of participation in another company, for increasing or reducing of participation.

(4) The board of directors of a local government capital company shall require a prior consent of the local government council for acquisition of participation in another company, for increasing or reducing of participation.

(5) Standard articles of association may also provide for other issues, in which the board of directors must receive a prior written consent of the meeting of stockholders.

[16 June 2009]
Chapter IV

Organisational Structure of Such State and Local Government Stock Companies which Operate as a Credit Institution, Investment Management Company or Financial Institution within the Meaning of the Credit Institution Law

[20 August 2009; 19 September 2013]
Section 98.1 Administrative Institutions
(1) In State and local government capital companies which operate as a credit institution, an investment management company or a financial institution within the meaning of the Credit Institution Law, which has been founded and is operating as a stock company and fulfils a special task – implements State development and aid programmes (hereinafter in this Chapter – company) the management shall be implemented by a stockholder – the State or local government, a meeting of stockholders, the board of directors and the council.

(2) The decisions within the competence of the meeting of stockholders shall be taken by the representative of the holder of stocks.

[19 September 2013]
Section 98.2 Rights of a Meeting of Stockholders
(1) Only a meeting of stockholders has the right to take decisions on:

1) the annual account of the company;

2) the use of the profit of the previous year of operation;

3) appointing and removal of members of the council [except the case when members of the council are appointed by the Cabinet (Section 98.14)] and an auditor;

4) bringing of a claim against members of the council and auditor or on refusal from the claim against them, as well as appointing of a representative of the company for maintaining a claim against members of the council;

5) approval of such transaction which is concluded by the company with a member of the council;

6) approval and amending of the articles of association of the company (except the case when the articles of association are approved by the Cabinet);

7) issue and conversion of securities of the company;

8) the amount of the monthly wage of members of the board of directors, social guarantees (benefits, compensations, insurance) and after the annual account is approved – on awarding a premium or other financial incentive;

81) the amount of remuneration to an auditor;

9) increasing or reducing the equity capital (except the case when the articles of association are approved by the Cabinet);

10) reorganisation of the company (except the case when the articles of association are approved by the Cabinet);

11) appointing and removal of a liquidator;

12) in other cases provided for in this Law.

(2) Upon request of the board of directors a meeting of stockholders shall examine and take a decision on such issues within the competence of the board of directors, for deciding of which the board of directors requires a prior consent of the council or meeting of stockholders (Section 98.23).

[17 December 2009]
Section 98.3 Competence of a Stockholder – State or Local Government
(1) A stockholder – State or local government – shall take a decision to terminate or continue operation of a company.

(2) The decision referred to in Paragraph one of this Section in the name of the State shall be taken by the Cabinet and in the name of a local government – by the local government council.

(3) If in accordance with the law the articles of association of a State company are approved by the Cabinet, it shall also take decisions to:

1) re-organise the company;

2) increase and reduce the equity capital of the company.

Section 98.4 Meeting of Stockholders
(1) Regular meetings of stockholders and extraordinary meetings of stockholders shall be convened.

(2) Meetings of stockholders shall be convened by the board of directors, except the cases provided for in this Law.

Section 98.5 Regular Meeting of Stockholders and Procedures for Convening Thereof
(1) The board of directors shall convene a regular meeting of stockholders within a time period which ensures a possibility of approving the annual account within the time period provided for in the law.

(2) If the board of directors has not convened a regular meeting of stockholders within the stipulated time period, it shall be convened by the council not later than within five working days from the day when the board of directors should have convened a meeting of stockholders.

(3) If the council has not convened a regular meeting of stockholders in the case and within the time period referred to in Paragraph two of this Section, a decision to convene a meeting of stockholders shall be taken by the holder of stock itself not later than within five working days from the day when the council should have convened a meeting of stockholders.

Section 98.6 Extraordinary Meeting of Stockholders and Procedures for Convening Thereof
(1) An extraordinary meeting of stockholders shall be convened by the board of directors upon its initiative or if it is requested in writing by the council, auditor or holder of stocks.

(2) The initiator of convening an extraordinary meeting of stockholders shall indicate the reasons for convening the meeting and the agenda in the request. The request for convening a meeting shall be submitted to the board of directors and the council, and the auditor and holder of stocks shall be notified thereof.

(3) The board of directors shall convene an extraordinary meeting of stockholders not later than within two weeks after the day of receiving the request.

(4) If the board of directors has not convened an extraordinary meeting of stockholders within the time period laid down in Paragraph three of this Section, it may be convened by the initiator of convening an extraordinary meeting of stockholders itself.

(5) If a decision must be made urgently in the issue to be examined, an extraordinary meeting of stockholders shall be convened within a time period which ensures a possibility of receiving a notification on convening a meeting of stockholders in due time, as well as draft decisions and other materials of the meeting of stockholders. The time period shall not be less than seven days. The urgency shall be justified in writing by the person who initiated urgent convening of a meeting of stockholders.

Section 98.7 Procedures for Convening a Meeting of Stockholders if a Company has Suffered Losses
Convening of a meeting of stockholders if a company has suffered losses shall take place in accordance with the procedures laid down in the Commercial Law.

Section 98.8 Procedures for Convening a Meeting of Stockholders if a Company is Being Liquidated
(1) If a decision to liquidate a company has been taken, a meeting of stockholders shall be convened by a liquidator.

(2) The liquidator shall convene the regular meeting of stockholders during a time period which ensures a possibility to approve the annual account within the time period provided for in the law.

(3) An extraordinary meeting of stockholders shall be convened by a liquidator upon its initiative or if it is requested in writing by an auditor or a holder of stocks.

(4) The initiator of convening an extraordinary meeting of stockholders shall indicate the reasons for convening the meeting and the agenda in the request. The request for convening a meeting shall be submitted to the liquidator and the auditor and holder of stocks shall be notified thereof.

(5) If a decision in the issue to be reviewed must be taken urgently, an extraordinary meeting of stockholders shall be convened in accordance with the procedures laid down in Section 98.6, Paragraph five of this Law.

(6) If a liquidator has not convened a current or extraordinary meeting of stockholders within the time period provided for, it shall be convened by the holder of stocks.

(7) If a liquidator does not convene a meeting of stockholders without a justified reason, the meeting of stockholders may remove the liquidator.

(8) If there is a dispute regarding whether the action of a liquidator has a justified reason, the burden of proof shall lie with the liquidator.

Section 98.9 Notification on Convening a Meeting of Stockholders
(1) The board of directors shall send a notification on convening a meeting of stockholders to a holder of stocks, all members of the council and an auditor not later than two weeks before the meeting.

(2) If there are employee stocks in the company, a notification shall also be sent to owners of employee stocks.

(3) The place and time of the meeting of stockholders, the type of the meeting, the institution which requested to convene the meeting, the agenda of the meeting of stockholders, draft decisions, as well as other information related to convening and course of the meeting shall be indicated in the notification.

(4) If the meeting of stockholders is convened in accordance with the procedures laid down in Section 98.6, Paragraph five of this Law, the person who initiated convening of the meeting shall ensure that the holder of stocks, members of the council and the auditor receives draft decisions and other materials not later than three days before the meeting.

Section 98.10 Issues to be Reviewed at a Meeting of Stockholders and Taking of Decisions
(1) A meeting of stockholders may take decisions only in such issues which are indicated in the notification determined in Section 98.9 of this Law, except the cases provided for in Paragraph two of this Section.

(2) A meeting of stockholders may take decisions in the following issues (also if they have not been indicated in the notification determined in Section 98.9 of this Law):

1) recall of members of the council, liquidator or auditor;

2) bringing of a claim against members of the board of directors and council, liquidator or auditor, if an issue regarding the annual account of the company is reviewed at the same meeting;

3) determination of a new time period or date of the meeting of stockholders.

(3) A meeting of stockholders may take decisions only if the time and means of convening a meeting of stockholders provided for in this Law have been complied with.

Section 98.11 Procedures for the Course of a Meeting of Stockholders
(1) A representative of the holder of stocks shall open and chair a meeting of stockholders.

(2) The representative of the holder of stocks shall appoint a secretary (minute-taker) of the meeting of stockholders.

Section 98.12 Procedures for Taking of Decisions of a Meeting of Stockholders
(1) After an issue is reviewed the representative of the holder of stocks shall announce his or her decision in relation to the issue reviewed. The decision shall be recorded in the minutes of the meeting of stockholders.

(2) If there are employee stocks in the company, their owners shall not participate in taking of decisions and shall not vote on the draft decisions prepared.

Section 98.13 Tasks of the Council
(1) The council shall have the following tasks:

1) to elect and recall members of the board of directors, to permanently control the activities of the board of directors;

2) to determine the amount of the monthly wage of members of the board of directors, social guarantees (benefits, compensations, insurance) and after the annual account is approved – on awarding a premium or other financial incentive;

3) to supervise that affairs of the company are organised according to the laws, articles of association, decisions of stockholders and meetings of stockholders;

4) to review the annual account of the company and proposal of the board of directors regarding the use of the profit and to submit them to the meeting of stockholders together with its report;

5) to represent the company in all claims brought by the company against members of the board of directors, as well as claims brought by members of the board of directors against the company;

6) to approve concluding of a transaction between the company and a member of the board of directors or an auditor;

7) to pre-examine all issues which are within the competence of the stockholder – State or local government – or within the competence of a meeting of stockholders, or which have been suggested for examination in a meeting of stockholders by members of the board of directors or council, and to provide an opinion on them.

(2) The council shall submit a report to the meeting of stockholders, in which the operation of the company is assessed, and a report of the board of directors, as well as, if necessary, bring forward proposals regarding improvement of the operation of the company.

[17 December 2009]
Section 98.14 Number of Members of the Council of a Stock Company, Appointing and Recall Thereof
(1) The Council shall consist of three members.

(2) Members of the council shall be appointed and recalled by a meeting of stockholders. The Cabinet shall appoint and recall members of the council, if it is provided for in the law.

(3) A member of the council of a company may be concurrently a member of the council or board of directors of a capital company in no more than two private, public-private, State or local government capital companies.

(4) A natural person who is fluent in the official language and whose work experience, education and qualification ensures professional fulfilment of the tasks of a member of the council may be a member of the council of the company.

(5) A member of the council of a company may not receive a severance pay or compensation of any other type, if he or she is recalled from the office prior to expiry of the term. The severance pay shall not be disbursed if a member of the board of directors is recalled in case of blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, as well as in case if harm has been caused to the interests of the company.

[17 December 2009]
Section 98.15 Procedures for Convening Meetings of the Council
(1) Every member of the council, the board of directors and holder of stocks has the right to request that a meeting of the council is convened, justifying the need for and purpose of convening a meeting.

(2) If the issues referred to in Section 98.13, Paragraph one of this Law are included in the agenda of a meeting of the council, but the council does not have a quorum because the necessary number of members of the council is not participating in the meeting, non-examination of such issues in a meeting of the council shall not be an obstacle for them to be examined by a stockholder and a meeting of stockholders.

Section 98.16 Taking of Decisions and Signing of Minutes of a Meeting of the Council
(1) A member of the council may vote only if he or she is participating in a meeting of the council.

(2) Minutes of meetings of the council shall be signed by the person chairing the meeting of the council, the minute-taker of the meeting, as well as all members of the council who participate in the meeting.

Section 98.17 Determination of Monthly Wage for Members of the Council
The monthly wage for members of the council shall be determined by a meeting of stockholders in accordance with Cabinet regulations regarding criteria characterising the size of a company (group of companies).

[17 December 2009]
Section 98.18 Representation of the Board of Directors of a Stock Company
(1) Members of the board of directors shall jointly represent a company.

(2) Standard articles of association and articles of association of a company may not include a provision that members of the board of directors represent the company jointly with a proctor.

Section 98.19 Number of Members of the Board of Directors of a Stock Company and Restrictions for Members of the Board of Directors
(1) The number of members of the board of directors shall be determined in accordance with Cabinet regulations according to the criteria characterising the size of the company (group of companies).

(2) A member of the board of directors of a company may be concurrently a member of the council or board of directors of a capital company in no more than two private, public-private, State or local government capital companies.

(3) A natural person who is fluent in the official language and whose work experience, education and qualification ensures professional fulfilment of the tasks of a member of the board of directors may be a member of the board of directors of the company.

(4) If a member of the board of directors of company who is recalled from the office prior to expiry of the term and if employment contract or any other civil legal contract entered into with him or her provides for a severance pay or compensation of any other type, he or she has the right to receive a severance pay in the amount of no more than two monthly wages. The severance pay shall not be disbursed if a member of the board of directors is recalled in case of blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, as well as in case if harm has been caused to the interests of the company.

[17 December 2009]
Section 98.20 Procedures for Recall of Members of the Council of a Stock Company
(1) A member of the board of directors may be recalled by the council if there is an important reason for it.

(2) Blatant infringement of authority, failure to fulfil duties, the obstacles stipulated in the law or articles of association for taking up of such office or the lack of confidence expressed by the meeting of stockholders shall be considered as an important reason in any case.

Section 98.21 Determination of the Monthly Wage for Members of the Board of Directors of a Stock Company
(1) A member of the board of directors shall receive a monthly wage according to his or her scope of duties and the economic state of the company.

(2) The monthly remuneration of a member of the board of directors shall be determined according to the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau, which has been approximated to full euros and which according to the criteria characterising the size of the capital company may be applied a coefficient not exceeding 6. The monthly wage of a member of the board of directors shall be recalculated each year and disbursement of the recalculated monthly wage shall be commenced from 1 April of the relevant year. The criteria characterising the size of the company and the maximum coefficient to be applied for determination of the monthly wage according to the size of the company shall be determined by the Cabinet.

[17 December 2009; 19 September 2013]
Section 98.22 Additional Restrictions Stipulated for Members of the Board of Directors of a Stock Company
(1) In addition to the restrictions stipulated in the Commercial Law a meeting of stockholders may also determine that a member of the board of directors may not be an employee or take up other offices in another commercial company, State or local government institutions, organisations and authorities.

(2) Standard articles of association may provide for other restrictions to members of the board of directors.

Section 98.23 Consent of a Meeting of Stockholders and the Council to Action of the Board of Directors
(1) The board of directors shall take decisions in all issues of activity of a company, except those in which decisions in accordance with this Law and articles of association of the company are taken accordingly by the stockholder – the State or local government, the meeting of stockholders and the council.

(2) The board of directors shall need a prior consent of the meeting of stockholders for taking a decision on the following issues:

1) acquisition of participation in other companies, increasing or reduction thereof;

2) acquisition or alienation of an undertaking;

3) discontinuation of the current types of activity and commencement of new types of activity.

(3) Standard articles of association may also determine other issues, in which the board of directors must receive a prior written consent of the meeting of stockholders.

(4) The board of directors shall need a prior consent of the council in the following issues:

1) opening or closing of branches and representative offices;

2) entering into such transactions which exceed the sum stipulated in the articles of association or decisions of the council;

3) issuing of such loans which are not related to the regular commercial activity of the company;

4) acquisition, alienation and encumbering of immovable property with property rights;

5) issuing of credits to employees of the company;

6) determining of the general principles of commercial activity.

(5) Standard articles of association may also provide for other issues, for deciding on which the board of directors must receive a prior written consent of the council.

(6) If the council rejects a proposal of the board of directors in the issues referred to in Paragraphs four and five of this Section, the board of directors has the right to hand over the examination of the referred-to issue to the meeting of stockholders that shall take a decision on the relevant issue.

Part F

Termination of Activities and Liquidation of a State or Local Government Capital Company

Section 99. Justification for Termination of Activities of a Capital Company
The activities of a capital company shall be terminated:

1) by a decision of a shareholder (stockholder);

2) by a court adjudication;

3) by initiating bankruptcy proceedings;

4) upon expiration of the time period laid down in the articles of association (if the capital company was established for a specific time period);

5) upon reaching the objectives laid down in the articles of association (if the capital company was established for achieving specific objectives);

6) in other cases laid down in law or the articles of association.

Section 99.1 Liquidation of a Capital Company if the Fulfilment of State Administrative Tasks has been Delegated to the Capital Company
(1) A decision to terminate the activities of a State capital company and to transfer the delegated State administrative tasks to an institution shall be taken by the Cabinet on the basis of a proposal of the minister of the relevant sector.

(2) A decision to terminate the activities of a local government capital company and to transfer the delegated State administrative tasks to an institution shall be taken by the local government council.

(3) A decision to terminate the activities of a capital company and to transfer the delegated State administrative tasks to an institution shall be published in the newspaper Latvijas Vēstnesis [the official Gazette of the Government of Latvia] and notified to all known creditors of the capital company.

(4) Creditors of the capital company are entitled to apply their claims to the liquidator within three months after publishing the decision referred to in Paragraph three of this Section in the newspaper Latvijas Vēstnesis.

[20 August 2009]
Section 99.2 Decision to Liquidate a Capital Company and to Transfer the Delegated State Administrative Tasks to an Institution
In addition to the provisions of the Commercial Law a decision to terminate the activities of a capital company and to transfer the delegated State administrative tasks to an institution shall stipulate:

1) the objectives of terminating the activities of the capital company and the institution to which the fulfilment of the State administrative tasks will be transferred;

2) the conditions for terminating the activities;

3) the time period in which State administrative tasks must be transferred to the institution;

4) the tasks for institutions of direct or indirect administration for ensuring the performance of the decision;

5) the liabilities taking over of which is necessary for further fulfilment of State administrative tasks;

6) the financial resources and property which is necessary for the fulfilment of State administrative tasks.

[20 August 2009]
Section 100. Appointing of a Liquidator
(1) Liquidation of a capital company shall be performed by members of the board of directors, if it has not been stipulated otherwise in a decision of such institution which took the decision to terminate the activities of the capital company.

(2) If it is stipulated in a Cabinet order on termination of activities of a State capital company that liquidation of a capital company shall not be performed by members of the board of directors, a liquidator shall be appointed by a meeting of shareholders (stockholders).

(3) If it is stipulated in a decision of the local government council on termination of activities of a local government capital company that liquidation of a capital company shall not be performed by members of the board of directors, a liquidator shall be appointed by a meeting of shareholders (stockholders).

(4) Remuneration for a liquidator and the procedures for disbursement thereof shall be determined by the institution which appoints the liquidator.

(5) If liquidation is performed by members of the board of directors, remuneration for a liquidator and the procedures for disbursement thereof shall be determined by a meeting of shareholders (stockholders).

[12 June 2003]
Section 101. Application Regarding Termination of Activities of a Capital Company and Liquidation Thereof
The board of directors shall submit a decision to terminate the activities of a capital company for entering in the Commercial Register within three days after taking thereof. The following shall be appended to the application:

1) a decision of the institution which took the decision to terminate the activities of a capital company;

2) the information referred to in Section 8 of the Commercial Law regarding the liquidator;

3) a notarially certified sample of the signature of the liquidator or a sample of the signature of the liquidator certified in the Commercial Register Office.

[26 October 2006]
Section 102. Removal of a Liquidator
(1) A liquidator may be removed by a decision of the institution which took the decision to appoint a liquidator.

(2) A liquidator may be removed by a court adjudication on the basis of an application of a holder of capital shares or a third party, if there is good cause therefor.

(3) A liquidator appointed by a court may be removed only by a court adjudication on the basis of an application of a holder of capital shares or a third party, if there is good cause therefor, concurrently appointing a new liquidator.

Section 103. Closing Financial Account and Property Division Plan
(1) After satisfying claims of creditors or depositing of the money intended for them and covering of liquidation expenses a liquidator shall draw up a liquidation closing financial account and a property division plan for the remaining property of the capital company in which the liquidation quota shall be determined.

(2) Liquidation quota need not be calculated for owners of employee stocks in State and local government stock companies.

[12 June 2003]
Section 104. Division of the Remaining Property of a Capital Company
(1) Property may be divided not earlier than four months from the day when a notification on termination of activities of a capital company has been published and one month from the day when a closing financial account and a property division plan for the remaining property of the capital company has been sent to the holder of capital shares.

(2) Pay-outs to shareholders (stockholders) shall be made in cash, unless it has been laid down otherwise in a decision to terminate the activities of a capital company.

(3) In case of liquidation of a State capital company the pay-outs pertaining to a shareholder (stockholder) shall be transferred to the State budget.

(4) The liquidator is not entitled to sell the property which is not necessary for satisfying the claims of creditors, unless it has been laid down otherwise in a decision to terminate the activities of a capital company.

[12 June 2003; 20 August 2009]
Section 105. Continuing of the Activities of a Capital Company
If a capital company is being liquidated on the basis of the provisions referred to in the documents of incorporation regarding termination of activities or a Cabinet order, or a decision of the relevant local government council, until the division of property is commenced the Cabinet or the relevant local government may take a decision to continue the activities of the capital company or to reorganise the capital company.

Part G

Reorganisation of State and Local Government Capital Companies

Chapter I

General Provisions of Reorganisation

Section 106. Legal Framework of Reorganisation Proceedings
Reorganisation of State and local government capital companies shall be regulated by the Commercial Law, unless it has been laid down otherwise in this Law.

Section 107. Merging of Capital Companies
(1) If State capital companies which have one holder of capital shares are involved in the merging process, a decision to commence reorganisation shall be taken by the meeting of shareholders (stockholders), except the cases determined in Sections 49 and 77 of this Law.

(2) If State capital companies which have different holders of capital shares are involved in the merging process, a decision to commence reorganisation shall be taken by the Cabinet.

(3) The Cabinet may take a decision to merge State capital companies also if the State capital companies involved in the merging process have one holder of capital shares.

(4) The local government council shall take a decision to commence merging of local government capital companies.

(5) The procedures by which merging of State or local government capital companies shall take place, if any of the companies involved in the merging process is a public-private or private capital company, shall be determined by Part I of this Law.

[12 June 2003; 20 August 2009]
Section 108. Division of Capital Companies
(1) A decision to commence the division of a State capital company shall be taken by the meeting of shareholders (stockholders) of the capital company, except the cases determined in Sections 49 and 77 of this Law.

(2) The local government council shall take a decision to commence division of a local government capital company.

(3) The procedures by which division of a State or local government capital company shall take place, if the acquiring company is already a public-private or private capital company, shall be determined by Part I of this Law.

[12 June 2003; 20 August 2009]
Section 109. Restructuring of Capital Companies
(1) A decision to restructure a State capital company into a State capital company of another type shall be taken by the meeting of shareholders (stockholders) of such capital company.

(2) A decision to restructure a local government capital company into a local government capital company of another type shall be taken by the meeting of shareholders (stockholders).

(3) A State or local government capital company may be restructured in a public-private capital company by reorganisation in accordance with the procedures laid down in this Part.

[12 June 2003; 20 August 2009]
Section 110. Conditions of Reorganisation
In taking a decision to commence reorganisation (Sections 107 and 108), the Cabinet and the local government council may provide for the conditions of reorganisation.

[12 June 2003]
Chapter II

Procedures for Reorganisation

Section 111. Decision to Reorganise
(1) In order to reorganise a State capital company a meeting of shareholders (stockholders) shall take a decision to merge, divide or restructure capital companies. Such decision shall replace the reorganisation agreement referred to in Section 338 of the Commercial Law, if only one existing capital company is involved in reorganisation proceedings.

(2) In order to reorganise a local government capital company a meeting of shareholders (stockholders) shall take a decision to merge, divide or restructure capital companies. Such decision shall replace the reorganisation agreement referred to in Section 338 of the Commercial Law, if only one existing capital company is involved in reorganisation proceedings.

(3) The following shall be indicated in a decision to reorganise:

1) the firm names of all capital companies involved in reorganisation, their legal addresses and registration numbers;

2) the date from which transactions of the capital company to be acquired, divided or restructured will be deemed as transactions of the acquiring capital company in the accounting of the acquiring capital company;

3) consequences of reorganisation for employees of the capital company to be acquired, divided or restructured;

4) the activities to be performed in the reorganisation proceedings and the time periods for the performance thereof.

(4) The conditions precedent provided for in Section 338 of the Commercial Law may not be stipulated in the decision to reorganise.

(5) If a decision must be taken on the issues determined in Section 49 or 77 of this Law, the Cabinet shall take a decision in such issues.

[12 June 2003]
Section 112. Valuation of Material Contributions during Reorganisation Proceedings
(1) If the acquiring capital company must increase the equity capital as a result of reorganisation or it is a new capital company, the valuation of the property of each capital company to be acquired or the relevant property share of the capital company to be divided shall be carried out in order to determine the sufficiency thereof for increasing the equity capital of the acquiring capital company or for founding thereof.

(2) Valuation shall be carried out and a written opinion shall be provided by an expert included in the list approved by the Commercial Register Office.

(3) If a new company is founded as a result of reorganisation, the conditions of Section 31 of this Law must be conformed to.

(4) The opinion shall be appended to the application to be submitted to the Commercial Register Office regarding reorganisation.

Section 113. Reorganisation Prospectus
In carrying out reorganisation in accordance with the procedures provided for in this Part, the State and local government capital companies involved in reorganisation proceedings need not prepare a reorganisation prospectus.

Section 114. Examination by an Auditor
In carrying out reorganisation in accordance with the procedures provided for in this Part, a decision to reorganise shall not be examined by an auditor.

Section 115. Decision to Reorganise
(1) A decision to reorganise shall be taken by a meeting of shareholders (stockholders) of each State capital company involved in reorganisation proceedings.

(2) A decision to reorganise in relation to local government capital companies shall be taken by a meeting of shareholders (stockholders).

(3) If due to reorganisation amendments to the articles of association of capital companies must be made, a meeting of shareholders (stockholders) shall take a decision thereon immediately after taking the decision to reorganise.

[12 June 2003]
Section 116. Contesting of a Decision to Reorganise
A decision to reorganise a State or local government capital company in a court may not be contested by the persons referred to in Section 346, Paragraph one of the Commercial Law.

Section 117. Application to the Commercial Register Office
(1) Each capital company involved in reorganisation proceedings shall submit an application to the Commercial Register Office after the claims of creditors applied within a specific period of time have been secured or satisfied in order to make an entry regarding reorganisation in the Commercial Register Office.

(2) The following shall be appended to an application:

1) the decisions to reorganise provided for in this Law;

2) in the cases stipulated by law – the reorganisation permit;

3) the closing financial account of the acquired capital company or the capital company divided by way of splitting up (if the application is being submitted by the acquired or the dividing capital company);

4) the articles of association of the acquiring capital company (if a new capital company is established as a result of the reorganisation, or if the capital company is being restructured);

5) signature samples of the members of the board of directors of the acquiring capital company certified notarially or in the Commercial Register Office (if a new capital company is established as a result of the reorganisation, or if the capital company is being restructured);

6) the list of council members of the acquiring capital company (if a new capital company is established as a result of the reorganisation or if the capital company being restructured and a council is intended for the acquiring capital company).

(3) The capital company shall certify in an application that the claims of creditors applied within a specific period of time have been secured or satisfied.

[12 June 2003, 26 October 2006]
Part H

Selling of Capital Shares

Chapter I

Selling of Capital Shares Belonging to the State and Local Government

Section 118. Decision to Sell Capital Shares
(1) An order to sell capital shares belonging to the State shall be issued by the Cabinet.

(2) A decision to sell capital shares belonging to a local government shall be taken by the council of the relevant local government.

Section 119. Seller of Capital Shares
(1) Selling of State capital shares shall be carried out by an institution selling State capital shares.

(2) Selling of local government capital shares shall be carried out by a local government or an institution authorised thereby.

Section 120. Sales Value of Capital Shares
State and local government capital shares shall be sold according to their market value determined by an independent certified valuator in accordance with valuation standards recognised in Latvia.

Section 121. Procedures for Selling Capital Shares in a Public-Private Capital Company or Private Capital Company
(1) A seller shall offer the shareholders (stockholders) of a public-private capital company or private capital company who have the right of first refusal to purchase the capital shares belonging to the State or local government in accordance with the procedures laid down in the articles of association.

(2) In offering capital shares for selling, the seller shall determine:

1) the sales price of capital share;

2) the term of payment;

3) the procedures for payment.

(3) The seller shall sell the non-purchased capital shares in an open auction according to the provisions of the auction, approved by the seller.

(4) The provisions of an auction of capital shares must be available to the public at least one month before the date when a person must apply for purchasing capital shares.

[20 August 2009]
Section 122. Conditions for Selling Capital Shares
(1) The Cabinet may stipulate the conditions for selling the capital shares belonging to the State in a State capital company or change them until the conditions for selling such capital shares are approved.

(2) The local government council may stipulate the conditions for selling the capital shares belonging to the local government in a local government capital company or change them until the conditions for selling such capital shares are approved.

(3) The capital shares to be sold to employees of a capital company shall not exceed 20 per cent of the equity capital of the capital company.

(4) In selling State or local government capital shares in accordance with the procedures laid down in this Law, euros shall be used as the means of payment.

[16 December 2004; 19 September 2013]
Section 123. Procedures for Selling Capital Shares
(1) Selling of State capital shares shall take place according to the sales provisions drawn up and approved by the seller.

(2) Selling of local government capital shares shall take place according to the sales provisions drawn up and approved by the local government council.

Section 124. Registration of a Public-Private Capital Company or Private Capital Company in the Commercial Register
(1) Not later than within three months after purchasers of State or local government capital shares acquire ownership rights to at least 25 per cent of the capital shares of a capital company, the seller or the board of directors of the capital company upon assignment of the seller shall convene a meeting of shareholders (stockholders) which shall:

1) approve the articles of association of a public-private capital company or private capital company;

2) elect the administrative institutions of the capital company;

3) take a decision on other issues determined in this Law and the Commercial Law.

(2) A State or local government capital company shall lose the status of a State or local government capital company from the day when amendments to the articles of association thereof are registered in the Commercial Register and shall operate hereinafter in accordance with the Commercial Law.

(3) In lodging an application to the Commercial Register, approved provisions for selling capital shares of a State or local government capital company shall be appended thereto.

[20 August 2009]
Section 125. Funds Obtained as a Result of Selling State Capital Shares
(1) The funds obtained as a result of selling State capital shares, except remuneration provided for the institution carrying out selling of State capital shares, shall be transferred in the State budget.

(2) The amount of the remuneration provided for the institution carrying out selling of State capital shares and the disbursement procedures shall be governed by Cabinet regulations.

Section 126. Funds Obtained as a Result of Selling Local Government Capital Shares
(1) The funds obtained as a result of selling local government capital shares shall be transferred to the local government budget.
(2) If selling of local government capital shares is carried out by an institution authorised by the local government, the local government council shall determine the amount of the remuneration for such institution and the disbursement procedures thereof.

Chapter II

Other Cases of Selling State or Local Government Capital Shares

Section 127. Capital Shares Without Heirs
[6 June 2013]
Section 128. Selling of Capital Shares Transferred to the State Special Budget for Pensions
(1) The capital shares transferred to the State special budget for pensions, the holder of which is the State Social Insurance Agency, shall be sold in accordance with the Cabinet regulations governing the conditions and procedures for selling.

(2) Selling of the capital shares transferred to the State pension special budget shall take place in accordance with the articles of association of the relevant capital company.

(3) Selling of the capital shares transferred to the State pensions special budget shall be carried out by the State Social Insurance Agency.

(4) The funds obtained as a result of selling of the capital shares transferred to the State pension special budget shall be transferred to the State pension special budget.

Section 129. Selling of Capital Shares Arisen as a Result of Capitalisation of Tax Payment Debts
(1) An order to sell such capital shares which have arisen upon substituting tax payments debts of a company to the State or local government budget by capital shares (capital shares arisen as a result of capitalisation) shall be issued by the Cabinet.

(2) Selling of capital shares arisen as a result of capitalisation belonging to the State in a public-private capital company or private capital company shall be carried out by an institution which alienated State capital shares (hereinafter in this Chapter – seller).

(3) Capital shares arisen as a result of capitalisation shall be sold in accordance with the procedures laid down by the Cabinet.

(4) In offering capital shares for selling, a seller shall determine the sales price of capital shares, the payment term, the payment procedures and other conditions necessary for selling of the relevant capital shares.

(5) The sales price of capital shares shall be determined in accordance with Cabinet regulations governing the procedures for capitalisation of tax payments debts (hereinafter – capitalisation provisions).

(6) The seller shall sell the non-purchased capital shares at an open auction according to the provisions of the auction, approved by the seller.

(7) The provisions of an auction of capital shares must be available to the public at least one month prior to the date when a person must apply for purchasing of capital shares.

(8) The procedures by which the funds obtained as a result of selling State capital shares shall be transferred to the State budget and local government budgets shall be governed by capitalisation provisions.

(9) Remuneration to an institution carrying out alienation of capital shares for selling of the capital shares arisen as a result of capitalisation shall be governed by Cabinet regulations according to the criteria characterising the capital company and the amount of the State capital shares to be alienated.

[30 June 2005; 20 August 2009]
Title I

Turning of a State or Local Government Capital Company into a Public-Private Capital Company or Private Capital Company

[20 August 2009]
Chapter I

General Provisions for Turning of a Capital Company into a Public-Private Capital Company or Private Capital Company

[20 August 2009]
Section 130. Legal Framework
The procedures by which a State or local government capital company shall turn into a public-private capital company or private capital company (hereinafter in this Part – private capital company) without selling capital shares shall be governed by the Commercial Law, unless it has been laid down otherwise in this Law.

[20 August 2009]
Section 131. Types of Attraction
State or local government capital company may turn into a private capital company without selling capital shares:

1) by increasing the equity capital of the capital company with a special purpose (Section 132);

2) by reorganising the capital company (Section 133);

3) by transferring State or local government capital shares without remuneration to the State or local government accordingly (Sections 5 and 6).

[20 August 2009]
Section 132. Special Purpose of Increasing the Equity Capital of a Capital Company
(1) The equity capital of a capital company may be increased only for the following purposes:

1) for the substituting of debts of the capital company with its capital shares (hereinafter in this Part – capitalisation of debts);

2) for the acquisition of specific property from a private individual, paying for the capital shares by material contributions (hereinafter in this Part – acquisition of property);

3) for the attracting of private capital, paying for the capital shares in cash (hereinafter in this Part – attracting of private capital).

(2) The equity capital of a stock company may be increased also with the purpose of exchanging convertible debentures for stocks.

Section 133. Types of Reorganisation of a Capital Company
A capital company may become a private capital company throughreorganisation :

1) by acquiring a capital company (hereinafter in this Part – acquiring of a capital company);

2) by merging with a capital company (hereinafter in this Part – merging with a capital company);

3) by consolidating with a capital company (hereinafter in this Part – consolidation with a capital company);

4) by dividing a capital company if the acquiring capital company is already a private capital company (hereinafter in this Part – merging with a private capital company as a result of division).

[20 August 2009]
Section 134. Conditions for Increasing the Equity Capital
(1) If the equity capital of a capital company is increased for it to become a private capital company, the new capital shares shall be used for special purpose only.

(2) The special purpose of increasing the equity capital shall be indicated in the provisions for increasing the equity capital of the capital company.

(3) In such cases increase of the equity capital may not exceed the sum necessary for special purpose.

Section 135. Approval of the Provisions for Increasing the Equity Capital
The provisions for increasing the equity capital shall be approved by the holder of capital shares.

Section 136. Activities to be Performed in Increasing the Equity Capital for Special Purpose
Activities of a capital company to be performed in increasing the equity capital for special purpose and reorganising the capital company shall be organised by the holder of capital shares.

Chapter II

Capitalisation of Debts

Section 137. Decision to Capitalise Debts
(1) On the basis of a proposal of a holder of capital shares the Cabinet shall issue an order to capitalise debts in a State capital company.

(2) The local government council shall take a decision to capitalise debts in a local government capital company.

(3) The Cabinet and the local government may determine the debts to be capitalised.

Section 138. Conditions for Capitalisation of Debts
In issuing an order or taking a decision, the Cabinet and the local government council may determine the conditions for capitalisation of debts.

Section 139. Procedures for Capitalisation of Debts
(1) Capitalisation of debts shall take place in accordance with the provisions of the Commercial Law in conformity with the conditions of this Law.

(2) The time period when a meeting of shareholders (stockholders) of such private capital company which will form as a result of capitalisation of debts will be convened shall be indicated in addition in the provisions for increasing the equity capital of a capital company.

(3) The text of amendments to the articles of association of a capital company and the draft articles of association of such private capital company which will form as a result of capitalisation of debts shall be appended to the provisions for increasing the equity capital.

(4) The board of directors of a capital company shall convene a meeting of shareholders (stockholders) of such private capital company which will form as a result of capitalisation of debts within the time period provided for in the provisions for increasing the equity capital. The meeting shall approve the articles of association of the private capital company, elect the supervisory authority and perform other activities provided for in the law. Articles of association of the private capital company shall be approved with not less than three fourths of the number of votes of the members present, and the provisions of this Law governing the convening and course of a meeting of shareholders (stockholders) of a capital company of the relevant type shall be applicable to such meeting.

(5) After a meeting of shareholders (stockholders) has approved the articles of association of the private capital company, the new shareholders (stockholders) shall be entered in the register of shareholders (stockholders).

(6) In addition to the documents referred to in the Commercial Law (Sections 202 and 261) to be submitted to the Commercial Register Office in case of increasing the equity capital, a capital company shall also submit the Cabinet order or local government council decision referred to in Section 137 of this Law.

Chapter III

Acquisition of Property

Section 140. Decision to Acquire Property
(1) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order to acquire property in the ownership of a State capital company.

(2) The local government council shall take a decision to acquire property in the ownership of a local government capital company.

Section 141. Conditions for Acquiring Property
In issuing an order or taking a decision, the Cabinet and the local government council may determine the conditions for acquiring property.

Section 142. Procedures for Acquiring Property
(1) Acquisition of property shall take place in accordance with the provisions of the Commercial Law in conformity with the conditions of this Law.

(2) The time period when a meeting of shareholders (stockholders) of such private capital company which will form as a result of acquisition of property will be convened shall be indicated in addition in the provisions for increasing the equity capital of a capital company.

(3) The text of amendments to the articles of association of a capital company and the draft articles of association of such private capital company which will form as a result of acquisition of property shall be appended to the provisions for increasing the equity capital.

(4) The board of directors of a capital company shall convene a meeting of shareholders (stockholders) of such private capital company which will form as a result of acquisition of property within the time period provided for in the provisions for increasing the equity capital. The meeting shall approve the articles of association of the private capital company, elect the supervisory authority and perform other activities provided for in the law. Articles of association of the private capital company shall be approved with not less than three fourths of the number of votes of the members present, and the provisions of this Law governing the convening and course of a meeting of shareholders (stockholders) of a capital company of the relevant type shall be applicable to such meeting.

(5) After a meeting of shareholders (stockholders) of a private capital company has approved the articles of association of the private capital company, the new shareholders (stockholders) shall be entered in the register of shareholders (stockholders).

(6) In addition to the documents referred to in the Commercial Law (Sections 202 and 261) to be submitted to the Commercial Register Office in case of increasing the equity capital, a capital company shall also submit the Cabinet order or local government council decision referred to in Section 140 of this Law.

Chapter IV

Attraction of Private Capital

Section 143. Decision to Attract Private Capital
(1) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order to attract private capital to a State capital company.

(2) The local government council shall take a decision to attract private capital to a local government capital company.

Section 144. Conditions for Attracting Private Capital
In issuing an order or taking a decision, the Cabinet and the local government council may determine the conditions for attracting private capital.

Section 145. Procedures for Attracting Private Capital
(1) Attraction of private capital shall take place in accordance with the provisions of the Commercial Law in conformity with the conditions of this Law.

(2) The time period when a meeting of shareholders (stockholders) of such private capital company which will form as a result of attraction of private capital will be convened shall be indicated in addition in the provisions for increasing the equity capital of a capital company.

(3) The text of amendments to the articles of association of a capital company and the draft articles of association of such private capital company which will form as a result of attraction of private capital shall be appended to the provisions for increasing the equity capital.

(4) The board of directors of a capital company shall convene a meeting of shareholders (stockholders) of such private capital company which will form as a result of attraction of private capital within the time period provided for in the provisions for increasing the equity capital. The meeting shall approve the articles of association of the private capital company, elect the supervisory authority and perform other activities provided for in the law. Articles of association of the private capital company shall be approved with not less than three fourths of the number of votes of the members present, and the provisions of this Law governing the convening and course of a meeting of shareholders (stockholders) of a capital company of the relevant type shall be applicable to such meeting.

(5) After a meeting of shareholders (stockholders) of a private capital company has approved the articles of association of the private capital company, the new shareholders (stockholders) shall be entered in the register of shareholders (stockholders).

(6) In addition to the documents referred to in the Commercial Law (Sections 202 and 261) to be submitted to the Commercial Register Office in case of increasing the equity capital, a capital company shall also submit the Cabinet order or local government council decision referred to in Section 143 of this Law.

Chapter V

Convertible Debentures

Section 146. Decision to Issue Convertible Debentures
(1) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order to issue convertible debentures in a State capital company.

(2) The local government council shall take a decision to issue convertible debentures in a local government stock company.

Section 147. Conditions for Issuing Convertible Debentures
(1) In issuing an order or taking a decision to issue convertible debentures, the Cabinet and the local government council shall determine:

1) the number of debentures to be issued, the nominal value of one debenture and the total amount of nominal value;

2) the price of debentures;

3) the time period for conversion of debentures;

4) the interest which the company undertakes to pay to the debenture holder.

(2) The Cabinet and the local government council may provide also other conditions for issuing convertible debentures.

Section 148. Procedures for Issuing Convertible Debentures
(1) Issuance of convertible debentures shall take place in accordance with the provisions of the Commercial Law in conformity with the conditions of this Law.

(2) The provisions for issuing convertible debentures shall be approved by the holder of capital shares.

(3) Prior to issuing debentures a meeting of stockholders shall make amendments to the articles of association of the company, which are related to the issuance of convertible debentures. The following shall be determined in the articles of association:

1) the right of a debenture holder to become acquainted with the documents of the company;

2) participation of debenture holders in a meeting of stockholders;

3) informing of debenture holders regarding decisions of the holder of capital shares determined in this Law.

(4) The economic activities to be carried out in order to sell the convertible debentures issued shall be organised by the holder of capital shares.

Section 149. Increase of the Equity Capital
(1) Prior to expiry of the conversion term of debentures a holder of capital shares shall take a decision to increase the equity capital of the company, issuing stocks for exchange for convertible debentures.

(2) The time period when a meeting of stockholders of such private company which will form when exchanging convertible debentures for stocks of the company will be convened shall be indicated in addition in the provisions for increasing the equity capital of a company.

(3) The text of amendments to the articles of association of a company and the draft articles of association of a private capital company shall be appended to the provisions for increasing the equity capital.

(4) The board of directors of a company shall convene a meeting of stockholders within the time period provided for in the provisions for increasing the equity capital, and the meeting shall approve the articles of association of the private company, elect the supervisory authority and perform other activities provided for in the law. Articles of association of the private company shall be approved with not less than three fourths of the number of votes of the members present, and the provisions of this Law governing the meeting of stockholders of a company of the relevant type shall be applicable to such meeting.

(5) After a meeting of stockholders has approved the articles of association of the private company, the new stockholders shall be entered in the register of stockholders.

Chapter V1
Establishment of the Board of Directors and the Council in a Public-Private Capital Company

[20 August 2009]

Section 149.1 Administration of a Public-Private Capital Company
(1) A council shall not be established in a public-private capital company.

(2) The meeting of stockholders of a public-private capital company shall carry out the tasks of the council in accordance with Section 292, Paragraph one of the Commercial Law.

(3) The board of directors of a public-private capital company must receive a consent of the meeting of stockholders for the deciding of the issues stipulated in Section 294, Paragraph one of the Commercial Law.

Section 149.2 Board of Directors of a Public-Private Capital Company
(1) The number and remuneration of members of the board of directors of a public-private capital company shall be determined in accordance with the procedures and in the amount provided for in Sections 61, 94 and 96 of this Law.

(2) A member of the board of directors of a company may be concurrently a member of the council or board of directors in no more than two public-private, private, State or local government capital companies.

(3) If a member of the board of directors of a public-private capital company is recalled from the office prior to expiry of the term and employment contract or any other civil legal contract entered into with him or her provides for a severance pay or compensation of any other type, he or she has the right to receive a severance pay in the amount of no more than two monthly wages. The severance pay shall not be disbursed if a member of the board of directors is recalled in case of blatant infringement of authority, failure to fulfil or insufficient fulfilment of duties, as well as in case if harm has been caused to the interests of the capital company;

[17 December 2009]
Section 149.3 Restrictions for Remuneration in a Public-Private Capital Company
A meeting of shareholders (stockholders) shall co-ordinate the most important conditions for determining the remuneration of employees of the public-private capital company, which have been drawn up by the board of directors in accordance with the legal acts governing employment legal relationship, for disbursement of benefits and compensations, for covering of expenditure, for awarding of premiums and other financial incentive, the maximum amounts of monthly remunerations (wages), as well as other restricting conditions.

[17 December 2009]
Chapter VI

Reorganisation of a State or Local Government Capital Company into a Private Capital Company

[20 August 2009]

Section 150. Capital Companies Involved in Reorganisation of a State or Local Government Capital Company
(1) Only limited liability companies and stock companies may be involved in reorganisation proceedings.

(2) The company acquiring as a result of merging proceedings shall be the State or local government capital company, but the company to be merged shall be the capital company that is merged.

(3) The company to be acquired as a result of merging proceedings shall be the State or local government capital company, but the acquiring company shall be the capital company to which merges.

(4) The companies to be merged as a result of consolidation proceedings shall be State and local government capital company or State and local government capital companies and private capital company, but the acquiring company shall be the newly established capital company.

(5) Merging with a private company as a result of division is a process in which the State or local government capital company is the company to be divided and the company divided is the company to be merged, but the acquiring company is the private capital company.

Section 151. Decision to Initiate Reorganisation
(1) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order regarding initiation of reorganisation of a State capital company, determining which capital company may be merged with the State capital company.

(2) The local government council shall take a decision to reorganise a local government capital company determining which capital company may be merged with the local government capital company.

(3) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order regarding commencing of reorganisation of a State capital company, determining to which capital company the State capital company may be merged.

(4) The local government council shall take a decision to reorganise a local government capital company determining to which capital company the local government capital company may be merged.

(5) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order to commence reorganisation of a State capital company, determining with which capital company the State capital company will be consolidated.

(6) The local government council shall take a decision to reorganise a local government capital company determining with which capital company the local government capital company will be consolidated.

(7) On the basis of a proposal of a holder of capital shares and a proposal of the relevant minister the Cabinet shall issue an order to commence reorganisation of a State capital company, determining to which capital company the State capital company may be merged as a result of division thereof.

(8) The local government council shall take a decision to reorganise a local government capital company determining to which capital company the local government capital company may be merged as a result of division thereof.

Section 152. Conditions for Reorganisation of a State or Local Government Capital Company
The Cabinet and the local government council are entitled to stipulate the conditions for reorganisation. If in reorganising a State or local government capital company a private capital company is formed, in which capital shares or stocks belong to several local government or the State and local government, or several local governments, the founders of capital companies shall agree on conditions for reorganisation prior to taking of the decision to commence reorganisation.

Section 153. Procedures for Reorganisation of a State or Local Government Capital Company
(1) Reorganisation shall take place in accordance with the provisions of the Commercial Law in conformity with the conditions of this Law.

(2) In addition the time period when a meeting of shareholders (stockholders) of a private capital company must be convened shall be indicated in the reorganisation contract. If a State or local government capital company is reorganised as a result of merging or consolidation or as a result of division when merging it with a capital company, in addition the representatives of the holder of State or local government capital share in the board of directors and council (if any) of the private capital company must be indicated in the reorganisation contract.

(3) Draft amendments to the articles of association of a private capital company and full text of the articles of association, as amended, must be appended to the draft reorganisation contract.

(4) State or local government capital company need not prepare a reorganisation prospectus.

(5) The decision provided for in the Commercial Law to reorganise a State or local government capital company (Section 343) shall be taken and the reorganisation contract shall be signed by the holder of capital shares.

(6) A decision of the holder of State or local government capital shares to reorganise may not be contested to a court by the persons referred to in Section 346, Paragraph one of the Commercial Law.

(7) The board of directors of a capital company shall convene a meeting of shareholders (stockholders) of such private capital company which will form as a result of reorganisation within the time period provided for in the reorganisation contract. The meeting shall approve the articles of association of the private capital company, elect the supervisory authority and the executive authority and perform other activities provided for in the law. Articles of association of the private capital company shall be approved with not less than three fourths of the number of votes of the members present, and the provisions of this Law governing the convening and course of a meeting of shareholders (stockholders) of a capital company of the relevant type shall be applicable to such meeting. Such shareholders (stockholders) shall be indicated in the minutes of a meeting of shareholders (stockholders) who voted for approval of the articles of association.

(8) In addition to the documents referred to in the Commercial Law to be submitted to the Commercial Register Office in order to make an entry on reorganisation, the capital company shall also submit the Cabinet order or local government council decision referred to in Section 151 of this Law.

Transitional Provisions

1. The norms of Section 2, Chapters 2-4 and Section B of this Law shall also govern the management of State and local government capital shares in State and local government incorporated companies and private incorporated companies with State and local government capital share. The norms of Section 47, Paragraph two and Section 75, Paragraph two of this Law shall also determine the persons performing the functions of a meeting of shareholders or a meeting of stockholders in State and local government incorporated companies.

[30 June 2005]
2. The norms of Section H of this Law shall also govern the selling of capital shares in State and local government incorporated companies and private incorporated companies with State and local government capital share.

3. Until the day when the relevant amendments to other laws and regulations come into force, the terms used therein within the meaning of the Commercial Law shall be understood in accordance with that stipulated in Section 4 of the Law On Procedures for the Coming into Force of the Commercial Law.

4. Within six months after coming into force of this Law the Cabinet shall issue an order or a local government shall take a decision to appoint a holder of capital shares in accordance with the requirements of this Law, if the State or local government capital share has formed prior to coming into force of this Law and the holder thereof does not conform to that stipulated in Sections 10 and 11 of this Law.

[29 January 2009 / Replacing of the words “local government council” with the words “local government” shall come into force from 1 July 2009. See Transitional Provisions]
5. The functions of the institution carrying out alienation of State capital shares, provided for in this Law, shall be carried out by the State stock company “Privatizācijas aģentūra” [Privatisation Agency] until the time when the Cabinet takes a decision on the institution carrying out alienation of State capital shares and the State stock company “Privatizācijas aģentūra” has transferred such functions thereto according to a Cabinet order.

[16 December 2004]
6. Alienation of State and local government capital shares in private incorporated companies transferred for privatisation shall take place in accordance with the Law On Privatisation of State and Local Government Property Objects and the legal acts issued in accordance therewith.

7. The conditions of Paragraph 6 of these Transitional Provisions shall also apply to a case when the private incorporated company with State or local government capital share is recorded in the Commercial Register as a capital company.

8. Alienation of capital shares in State and local government incorporated companies transferred for privatisation shall take place in accordance with the Law On Privatisation of State and Local Government Property Objects and the legal acts issued in accordance therewith in conformity with the conditions of the Law On Procedures for the Coming into Force of the Commercial Law.

9. The conditions of Paragraph 8 of these Transitional Provisions shall also apply to a case when the State or local government incorporated company is recorded in the Commercial Register as a capital company.

10. [30 June 2005]
11. If a State or local government incorporated company or capital company has established as a result of privatisation, alienation of capital shares of such incorporated company or capital company shall take place in accordance with the Law On Privatisation of State and Local Government Property Objects in conformity with the conditions of the Law On Procedures for the Coming into Force of the Commercial Law.

11.1 If capital shares of a State capital company have been transferred to alienation or privatisation and the laws and regulations stipulate that a specific number of capital shares (stocks) during the course of alienation or privatisation must be transferred to the State special budget for pensions, then the holder of such capital shares is the State Social Insurance Agency, but the holder of the remaining State capital shares not alienated and not privatised shall be the institution carrying out alienation of State capital shares.

[12 June 2003]
12. The Cabinet shall draft and until 31 December 2002 publish the standard articles of association of State and local government capital companies in the newspaper Latvijas Vēstnesis.

13. With the coming into force of this Law, the Law On Management of State and Local Government Capital Shares in Business Companies (Latvijas Republikas Saeimas un Ministru Kabineta Ziņotājs, 1996, No. 22; 1997, No. 3, 22; 1998, No. 15; 2001, No. 1) is repealed.

14. State and local government capital companies which until 25 November 2004 have been recorded in the Commercial Register with a firm name that includes the word “State” or “local government” accordingly and which in accordance with Section 23.1 of this Law are not delegated to carry out a State administrative task, must make respective amendments to the articles of association of the capital company not later than until 31 December 2006, deleting the word “State” or “local government” from the firm name of the capital company.

[25 November 2004]
15. Until 31 December 2005 the Cabinet may issue an order to restructure a State cultural institution operating as a State administrative institution into a State capital company.

[30 June 2005]
16. The property of the State cultural institution to be restructured shall be transferred to the relevant State capital company. The State capital company shall be the successor to the rights and liabilities of the cultural institution to be restructured.

[30 June 2005]
17. The Cabinet shall determine the issues referred to in Section 24, Paragraph two of this Law in an order to restructure a State cultural institution into a State capital company and approve the list of such immovable property which will be invested in the equity capital of the State capital company.

[30 June 2005]
18. The composition of the remaining property of the State cultural institution, which will be invested in the equity capital of the State capital company, shall be approved by the Ministry of Culture.

[30 June 2005]
19. In 2009 the remuneration (salary, benefits, etc.) determined in accordance with this Law for a representative of the holder of capital shares, the responsible employee, a member of the board of directors and council shall be determined in accordance with the Law On Remuneration of Officials and Employees of State and Local Government Authorities in 2009.

[12 December 2008]
20. A local government capital company in which all capital shares belong to a district local government shall become a private capital company in the following cases:

1) if the district council has agreed upon or decided to transfer the capital shares belonging to the district local government without remuneration to several local governments in accordance with the procedures laid down in Section 5, Paragraph one of the Law On Reorganisation of District Local Governments;

2) if the Cabinet decides to transfer the capital shares belonging to the district local government without remuneration to several local governments in the cases determined in Section 7 of the Law On Reorganisation of District Local Governments.

[29 January 2009]
21. The new wording of Section 14, Paragraphs two, four and six of this Law, the condition on deletion of Paragraph seven, as well as amendment by which the word “council” is deleted from the whole Law, and amendment to Paragraph 4 of Transitional Provisions regarding replacing of the words “local government council shall take a decision” with the words “local government shall take a decision” shall come into force from 1 July 2009.

[29 January 2009]
22. A person who is a member of the council or board of directors in more than two private, State or local government capital companies shall carry out the necessary activities not later than until 1 May 2009 in order to conform to the requirements of Section 61, Paragraph five, Section 89, Paragraph three or Section 94, Paragraph two of this Law. If the administrative institution of a private, State or local government capital company after 1 May 2009 establishes that a member of the council or board of directors thereof is infringing the restrictions stipulated in Section 61, Paragraph five, Section 89, Paragraph three or Section 94, Paragraph two of this Law (regarding combining the offices of a member of the council and board of directors in State or local government capital companies), the administrative institution shall make the relevant amendments to the essential documents of the capital company not later than until 15 May 2009.

[12 March 2009]
23. If a council has been established in a State or local government limited liability company until 1 April 2009, the relevant administrative institution of the company shall make amendments to the articles of association of the company not later than until 1 May 2009 in accordance with the requirements of Section 47, Paragraph three of this Law (on the fact that a council is not established in State and local government limited liability companies).

[12 March 2009]
24. The requirements of Section 61, Paragraph six, Section 89, Paragraph four and Section 94, Paragraph three of this Law (in relation to language, work experience, education and qualification) shall be applicable to such members of the board of directors and council of State and local government capital companies who have been appointed to the office after 1 April 2009.

[12 March 2009]
25. Until 1 April 2009 the Cabinet shall issue the regulations referred to in Section 14, Paragraph six of this Law, governing the procedures for determination of the remuneration of the representative of the holder of local government capital shares and the responsible employee.

[12 March 2009]
26. A State or local government stock company which does not conform to the criteria of Section 89, Paragraph one of this Law shall make the relevant amendments to the articles of association of the company not later than 1 May 2009 and determine that a council shall not be formed in the relevant company.

[12 March 2009]
27. If a State or local government stock company conforms to the criteria of Section 89, Paragraph one of this Law, however, there are more than three council members in the council of the company, the relevant administrative institution of the company shall make the amendments to the articles of association of the company not later than 1 May 2009 in accordance with the requirements of Section 89, Paragraph 1.2 of this Law and shall appoint members of the council of the company in accordance with the requirements of the law.

[12 March 2009]
28. The remuneration determined in accordance with the requirements of Section 61, Paragraph three or Section 96, Paragraph two of this Law for members of the board of directors of a State or local government capital company who have been appointed as such until 1 April 2009 shall be calculated and disbursed commencing from 1 May 2009.

[12 March 2009]
29. The Cabinet shall issue regulations until 1 May 2009, governing:

1) the criteria referred to in Section 61, Paragraph three and Section 96, Paragraph two of this Law characterising the size of State and local government capital companies and the maximum coefficient applicable for determination of remuneration according to the size of the company;

2) the procedures for determination of the company turnover referred to in Section 89, Paragraph 1.1 of this Law, the total amount of the balance sheet and the number of employees.

[12 March 2009]
30. If a council has been established in capital companies in which the State or local government capital company owns all capital shares or voting stocks until 1 July 2009, the relevant administrative institution of the company shall make amendments to the articles of association of the company not later than until 1 September 2009 in accordance with the requirements of Section 7.1, Paragraphs one and two of this Law (on the fact that a council shall not be established in stock companies in which a State and local government capital company owns all voting stocks).

[16 June 2009]
31. Until 1 July 2009 State and local government capital companies shall ensure that the remuneration determined in accordance with the requirements of Section 7.1, Paragraph three, Clauses 1 and 5 of this Law for members of the board of directors and council, appointed until 1 June 2009, in capital companies in which they have acquired all capital shares or voting stocks shall be calculated and disbursed commencing from 1 July 2009.

[30 April 2009]
32. State and local government capital companies shall apply the requirements of Section 7.1, Paragraph three, Clause 3 of this Law (in relation to language, work experience, education and qualification) to such members of the board of directors and council of capital companies who have been appointed to the office after 1 June 2009.

[30 April 2009]
33. Council members of State and local government stock companies shall be deemed recalled from the council from 1 July 2009.

[16 June 2009]
34. The relevant administrative institution of a State and local government stock company shall make amendments to the articles of association of the stock company not later than until 1 August 2009 in accordance with the requirements of Section 75, Paragraph three of this Law (on the fact that a council shall not be formed in State and local government stock companies).

[16 June 2009]
35. The profit share to be disbursed in dividends in State capital companies for the accounting year 2008 shall be calculated and determined in the amount of not less than 80 per cent from net profit, if another amount is not determined in the Law On the State Budget for 2009.

[16 June 2009]
36. To take a decision to disburse additional dividends (Paragraph 35 of these Transitional Provisions), a meeting of shareholders (stockholders) shall be convened until 15 July 2009 and a decision shall be taken not later than until 1 August 2009. A proposal of the board of directors regarding utilisation of profit and the annual report approved in the meeting of shareholders (stockholders) shall be appended to the notification regarding the meeting of shareholders (stockholders). The net profit share of 2008 approved in the meeting of shareholders (stockholders), to be disbursed in dividends, and the utilisation of profit for other purposes shall be indicated in the proposal.

[16 June 2009]
37. The Cabinet and local governments shall evaluate and until 1 January 2010 take a decision whether participation of a State and local government capital company in other companies is necessary, if the relevant State and local government capital company has acquired participation until 30 June 2009.

[16 June 2009]
38. The remuneration determined in accordance with the requirements of Section 149.2, Paragraph one of this Law for members of the board of directors of a public-private capital company who have been appointed as such until 1 September 2009 shall be calculated and disbursed commencing from 1 November 2009.

[20 August 2009]
39. If a council has been established in a public-private capital company until 1 September 2009, the meeting of shareholders (stockholders) shall make amendments to the articles of association of the company not later than until 1 November 2009 in accordance with the requirements of Section 149.1 of this Law (on the fact that a council shall not be established in the public-private capital company).

[20 August 2009]
40. Council members of a public-private capital company shall be deemed as recalled from the council from 1 September 2009.

[20 August 2009]
41. Members of the board of directors of a public-private capital company shall ensure the conformity of their activities with the requirements of Section 149.2, Paragraph two of this Law until 1 October 2009. If the administrative institution of a public-private capital company establishes after 1 October 2009 that a member of the board of directors thereof is infringing the restrictions stipulated in Section 149.2, Paragraph two of this Law, the meeting of shareholders (stockholders) of the capital company shall make the relevant amendments to the essential documents of the capital company not later than until 15 November 2009.

[20 August 2009]
42. In a State or local government stock company operating as a credit institution or investment management company a meeting of stockholders shall make the necessary amendments to the articles of association of the company not later than until 1 October 2009 in accordance with the requirements of Section 98.14, Paragraph one of this Law and shall appoint members of the council in accordance with the requirements of this Law.

[20 August 2009]
43. In a State or local government stock company operating as a credit institution or investment management company the remuneration determined in accordance with the requirements of Section 98.17 of this Law members of the council who have been appointed as such until 1 September 2009 shall be calculated and disbursed commencing from 1 October 2009.

[20 August 2009]
44. In 2010 and 2011 monetary prizes and premiums shall not be paid in a State capital company, a local government capital company, a public-private capital company, as well as a capital company registered in Latvia in which all capital shares belong to a State capital company, a local government capital company or a public-private capital company, financial incentive shall not be provided, but benefits shall be disbursed in accordance with the Law On Remuneration of Officials and Employees of State and Local Government Authorities, except the case referred to in Paragraph 45 of these Transitional Provisions.

[17 December 2009]
45. The procedures laid down in Paragraph 44 of these Transitional Provisions shall not be applied to such capital companies which have been included in a special list drawn up by the Cabinet, if such capital companies:

1) do not have tax debts to the State or local government budget;

2) accordingly in the accounting years 2009 and 2010 had profit or did not have profit, but losses are planned in order to implement the development (investment) programme of the capital company, and they have not occurred due to unlawful actions of or failure to act by the board of directors.

[17 December 2009]
46. The Cabinet shall draw up the list of capital companies referred to in Paragraph 45 of these Transitional Provisions until 1 March 2010. The Cabinet may include such capital companies in the list which have a substantial impact on the national economy and which conform to specific qualification criteria determined by the Cabinet. In determining the qualification criteria of the capital company, its financial indicators, sources of financing, the economic sector in which the relevant capital company is operating, as well as the impact of the economic activity of such capital company on the national economy shall be taken into account.

[17 December 2009]
47. A capital company which conforms to the requirements provided for in Paragraph 45 of these Transitional Provisions may disburse premiums and monetary prizes in 2010 and 2011, as well as to provide other financial incentive, using not more than 20 per cent of the remuneration fund thereof in one calendar year. The amount of and procedures for disbursement of the premium, monetary prize, other financial incentives, as well as benefits to members of the board of directors of capital companies shall be determined by the Cabinet not later than until 1 March 2010.

[17 December 2009]
48. Amendments to Section 7.1, Paragraph three, Clause 1, Section 61, Paragraph three, Section 96, Paragraph two and Section 98.21, Paragraph two of this Law (stipulating that the monthly wage of members of the board of directors must be linked to the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau and stipulating the maximum applicable coefficient – 6) shall come into force from 1 April 2010.

[17 December 2009]
49. In 2010 in determining the monthly wage of members of the board of directors of State and local government capital companies (Section 61, Paragraph three, Section 96, Paragraph two), members of the board of directors of public-private capital companies (Section 149.2, Paragraph one), members of the board of directors of a capital company in which all capital shares belong to a State capital company, local government capital company or public-private capital company (Section 7.1, Paragraph three, Clause 1), as well as members of the council and board of directors of such State and local government capital companies which operate as credit institutions or investment management companies (Section 98.17, Section 98.21, Paragraph two), it shall be linked to the amount of the average monthly work remuneration of the previous year of persons employed in the State public sector published in the official statistical notification of the Central Statistical Bureau in the first half of 2009, which has been rounded up in full lats, i.e., 471 lats.

[17 December 2009]
50. The Cabinet shall evaluate and until 1 July 2010 take an individual decision to transfer State capital shares (stocks) of such State capital company without remuneration, which has been registered as a scientific institution in accordance with the laws and regulations governing scientific activity, into ownership of a derived public person – scientific institute or State institution of higher education if:

1) in evaluating the activities of the relevant capital company, the Cabinet has taken a decision to integrate it in another scientific institute or State institution of higher education;

2) the scientific institute or State institution of higher education has expressed an unequivocal wish to accept the capital shares (stocks) of the relevant State capital company.

[17 December 2009]
51. The State authority responsible for registration, describing (assessment), taking over and selling of the property under jurisdiction of the State shall send the court adjudications and notarial acts prepared until 30 June 2012 on termination of an inheritance case (if the entirety of the property of an estate includes capital shares or stocks of a private capital company) to a bailiff in whose district of office the relevant capital company is registered, not later than until 1 August 2013.

[6 June 2013]
52. Capital shares or stocks of a private capital company, which have been recognised as property without heirs (Section 416 of the Civil Law) until 30 June 2013, shall be sold and claims of creditors shall be satisfied by a bailiff in accordance with the procedures laid down by the Cabinet.

[6 June 2013]
53. Commencing from 1 January 2014 denomination of the equity capital and the nominal value equity of capital share (stock) of a State and local government capital company from lats to euros shall be performed in accordance with the procedures laid down in the Commercial Law.

[19 September 2013]
This Law shall come into force on 1 January 2003.

This Law has been adopted by the Saeima on 26 September 2002.

President







V. Vīķe-Freiberga

Rīga, 16 October 2002

1 The Parliament of the Republic of Latvia
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