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Supreme Council

of the Republic of Latvia

has adopted a Law
On State and Local Government Property Privatisation Funds

This Law prescribes the procedures for establishment of State and local government property privatisation funds (hereinafter – privatisation funds) and accumulation, management and utilisation of resources thereof.

The procedures for accumulation and utilisation of resources obtained in the result of privatisation of residential property belonging to State and local governments shall be prescribed by the Law On Privatisation of State and Local Government Residential Houses.

The procedures for utilisation of resources obtained in the result of privatisation of agricultural undertakings and collective fisheries shall be prescribed in the Law of the Republic of Latvia On Privatisation of Agricultural Undertakings and Collective Fisheries (Latvijas Republikas Augstākās Padomes un Valdības Ziņotājs, 1991, No. 31/32).

Terms Used in this Law

State property privatisation fund is a monetary fund established by the Council of Ministers of the Republic of Latvia, to which the resources obtained in the result of privatisation of State and local government property objects are transferred according to the division and the procedures specified in this Law. The manager of the privatisation fund shall operate with the resources thereof in accordance with the procedures specified in this Law.

Local government property privatisation fund is an extra-budgetary monetary fund established by a local government council (parish council), to which the resources obtained in the result of privatisation of State property objects and local government property objects located within the territory of the relevant local government are transferred according to the division and the procedures specified in this Law. The manager of the privatisation fund shall operate with the resources thereof in accordance with the procedures specified in legislation of the Republic of Latvia.

The programme for utilisation of resources of a privatisation fund is a set of such measures, which are intended to be taken in a specific time with the resources accumulated in the privatisation fund and obtained during execution of the programme.

A private entrepreneur is a natural or a legal person or an association of several such persons, whose property share, which has been demarcated for carrying out of entrepreneurial activities, does not include State or local government capital.

Private entrepreneurship is entrepreneurship carried out by a private entrepreneur.

Restoration is a resolution of a state of insolvency manifested as the carrying out of planned measures with the purpose of preventing a possible bankruptcy of an undertaking (company), restoring solvency thereof and satisfying the claims of creditors.

Infrastructure servicing private entrepreneurship is a set of such institutions, special technical and advisory service undertakings or organisations, objects and sectors, activities of which ensure the process of privatisation and the development level of which affects private entrepreneurship.

[17 February 1994; 17 December 1996; 4 February 1999]

Section 1. 
Approval of Programmes and Reports of Privatisation Funds

1. The Cabinet shall approve a programme for utilisation of resources of the State property privatisation fund developed by the Ministry of Economics and a report on utilisation of resources thereof and the Saeima [the Parliament of the Republic of Latvia] shall be informed about utilisation of the resources twice a year.

2. A council (parish council) of the relevant local government shall approve a programme for utilisation of the local government property privatisation fund and a report of a manager on utilisation of the resources thereof.

[17 February 1994; 4 February 1999]

Section 2. 
Sources of Resources of Privatisation Funds

1. Privatisation funds shall be established from funds, which have been obtained in the result of privatisation of State and local government property objects.

2. The State property privatisation fund shall be formed by:

1) resources, which have been obtained from selling or lease with an option to the purchase of movable and immovable fixed assets of State property objects (undertakings, structural units, branches and representative offices thereof), selling of current assets or interest of loans issued to private entrepreneurs, as well as selling of State capital shares (stocks, co-operative shares, shares) (90 per cent from the sums collected);

2) resources, which have been obtained from selling of local government property objects (undertakings, structural units, branches and representative offices thereof), as well as selling of capital shares of local governments (stocks, co-operative shares, shares) within the amount specified in Paragraph three, Clause 2 of this Section; 

3) any additional revenues, which have been obtained in the result of privatisation of individual State property objects (revenues from organisation of auctions etc.);

4) purpose investments and other payments provided for in legislation of the Republic of Latvia;

5) [30 October 2003]; and

6) resources obtained from selling State immovable property according to the lists approved by the Cabinet, also land owned by the State – after covering of sales expenditure.

3. The local government property privatisation fund shall be formed by:

1) resources obtained in the result of selling of State and local government residential houses (60 per cent from the sums obtained), which shall be used only for the financing of the privatisation process of residential houses;

2) resources obtained in the result of privatisation of local government property objects (except residential houses). 10 per cent of these resources shall be transferred to the State property privatisation fund if the amount of utilisation of certificates does not exceed 50 per cent, or 5 per cent shall be transferred if the amount of utilisation of certificates exceeds 50 per cent; and

3) 10 per cent of the resources obtained in the result of privatisation of State property objects that are located in the territory of the relevant town or the relevant parish.

[17 February 1994; 17 December 1996; 1 October 1997; 4 February 1999; 30 October 2003]

Section 3. 
Utilisation of Resources of Privatisation Funds

1. Pursuant to the Law On the State Budget for the current year resources of the State property privatisation fund shall be used for: 

1) the State support provided for entrepreneurship;

2) the promotion of establishment, operation and development of infrastructure servicing entrepreneurship;

3) forming of long-term credit resources, development of mortgage crediting and purpose crediting in the Latvian Mortgage and Land Bank;

4) restoration process of undertakings privatised and to be privatised, as well as farms;

5) organisational and legal provision of the State property privatisation process, as well as expenditure related to administration of resources of the privatisation fund;

6) [30 October 2003];

7) disbursement of compensation in money for land property compensation certificates, which have been granted regarding former land properties in rural areas;

8) repayment and over-financing of a public debt; and

9) disbursement of remuneration for restrictions of economic activity in special areas of conservation and micro-reserves.

1.1 In addition to the provisions of Paragraph one of this Section, resources of the State property privatisation fund shall be used for the establishment of long-term stabilisation reserve specified in law.

2. Resources of the local government property privatisation fund shall be used for:

1) the support provided for entrepreneurship;

2) the promotion of establishment, operation and development of infrastructure servicing entrepreneurship;

3) restoration process of undertakings privatised and to be privatised;

4) organisational and legal provision of the local government property privatisation process, as well as expenditure related to administration of resources of the privatisation fund;

5) financing of the privatisation process of residential houses.

3. A local government council (parish council) may specify the amount of resources for financing of measures not referred to in Paragraph two of this Section.

4. Resources of the State property privatisation fund shall not be used for the financing of expenditure of the State basic budget, except individual cases where a Cabinet order regarding financing of important specific measures provided for in the State basic budget has been accepted upon co-ordinated recommendation of the Minister for Economics and the Minister for Finance.

[4 February 1999, 25 November 1999; 30 October 2003, 20 October 2005, 22 November 2007]

Section 4. 
Manager of Privatisation Fund

1. The manager of the State property privatisation fund shall be the Ministry of Economics, which shall:

1) develop a programme for utilisation of the resources of the privatisation fund conforming to the objectives for the utilisation of resources of privatisation funds specified in Section 3 of this Law;

2) be responsible for utilisation of resources of the privatisation fund in accordance with this Law and the programme approved by the Cabinet; and

3) supervise that the resources of the State property privatisation fund are used purposefully pursuant to the intended objectives and ensure accounting of revenue and expenditure of resources of the fund.

2. A manager of the local government property privatisation fund shall be appointed by the local government council (parish council) of the relevant local government.

3. Activities of the manager of the privatisation fund shall be regulated by a by-law. The by-law regarding activities of the manager of the State property privatisation fund shall be approved by the Cabinet, the by-law regarding activities of the manager of the local government property privatisation fund – by the local government council (parish council) of the relevant local government.

4. If resources are shifted for the objective referred to in Section 3, Paragraph one, Clause 8 of the Law, the Ministry of Economics shall transfer the resources received in the State property privatisation fund to the account in the Treasury indicated by the Ministry of Finance.

[17 February 1994; 17 December 1996; 4 February 1999; 25 November 1999]

Section 5. 
Procedures for Disbursement of Resources of Privatisation Funds

1. Monetary income obtained in the result of privatisation shall be transferred accordingly to the State or local government property privatisation fund after covering of all expenditure provided for in regulatory enactments. Transferring of resources to the relevant funds shall be performed once a month until the fifteenth date of the subsequent month. The Privatisation Agency shall transfer such resources to the privatisation fund after it has made a definite deduction to the reserve fund thereof and has made other payments provided for in Cabinet regulations.

2. Transfers of the Privatisation Agency to the State property privatisation fund shall be reduced for 10 per cent in order to establish a reserve fund of the Privatisation Agency. Resources of the reserve fund shall be used for covering of expenditure related to privatisation process (withdrawal of purchase agreements, performing of repurchase, capitalisation of tax debts, denationalisation and other expenditure) in accordance with the procedures specified by the Cabinet.

3. Manager of the State or local government property privatisation fund shall perform any disbursements therefrom in accordance with the procedures specified by the Cabinet or local government council (parish council) and within the scope of the approved programme.

[4 February 1999]

Section 6. 
Transparency, Monitoring and Control of Activities of Privatisation Funds

1. A programme for utilisation of resources of the State property privatisation fund and an annual report on revenue and expenditure shall be published in the newspaper Latvijas Vēstnesis [the official Gazette of the Government of Latvia].

2. A quarterly and annual report of a local government council (parish council) on the revenue and expenditure of the local government property privatisation fund shall be drawn up on a specific form of the Ministry of Economics and submitted to the Ministry of Economics until the fifteenth date of the first month of the subsequent quarter. The annual report shall be published in the newspaper “Latvijas Vēstnesis”.

3. The State Revenue Service shall provide control over due and complete payment of resources into privatisation funds within the competence thereof. The State Aid Surveillance Commission shall perform monitoring of allocation and utilisation of resources of the State property privatisation fund within the competence thereof.

[4 February 1999]

Section 7. 
Closing of Privatisation Funds
1. The State property privatisation fund shall be closed by the Cabinet of the Republic of Latvia.

2. The local government property privatisation fund shall be closed by the highest decision-making body of the relevant local government.

3. Remainder of monetary resources of the closed privatisation funds shall be transferred to the State or local government budget, if the Saeima or the respective local government has not specified otherwise.

[17 February 1994]

Section 8. 
Liability for Violations of this Law

1. For violation of this Law, persons at fault shall be held liable in accordance with the procedures prescribed in regulatory enactments.

2. Pursuant to the division and the procedures specified in this Law, the State Revenue Service shall collect the resources non-paid in privatisation funds on an uncontested basis. A fine for late payments shall be collected from a payer for delay in payments to be transferred to the funds in the amount of 0.1 per cent for each late payment day from the sum not paid in time.

[17 December 1999; 4 February 1999]

Chairperson of the Supreme Council of the Republic of Latvia 

A. Gorbunovs

Secretary of the Supreme Council of the Republic of Latvia 

I. Daudišs

Rīga, 9 December 1992
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