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Regulations on short-term export credit guarantees

Issued in accordance

with the Article 31(1)(3) of the

Cabinet Structure Law.
1. The Regulations stipulate short-term export credit guarantee (hereinafter – guarantee) cover, recipients, a procedure of issuance of guarantees and a procedure of indemnification of losses.  
2. Guaranties are issued by the limited liability company “Latvian Guarantee Agency” (hereinafter – Guarantor).

3. Guaranties are issued for  export transactions where deferred payment for delivered goods or rendered services has to be carried out no later than two years from delivery date. 
4. Guaranties are issued to cover risks of export transactions. Debtors are registered companies in those countries that are not members of the European Union or members of the following countries of OECD – Australia, Canada, Iceland, Japan, New Zealand, Norway, Switzerland and the United States of America. 

5. Guaranties for transactions aimed at the European Union and such OECD countries as Australia, Canada, Iceland, Japan, New Zealand, Norway, Switzerland and the United States of America are issued only after a confirmation has been received from the European Commission.
6. The Guarantor forms a separate portfolio of export guaranties and reinsures portfolio of export guarantees.

7. The Guarantor guarantees compensation in case of a non-payment or insolvency of a foreign debtor.

8. The Guarantor keeps a separate administration and separate accounts for guarantees mentioned in clauses 4 and 5 of these Regulations.
II. Cover of Guaranties
9. Guaranties enter into force when a good has been received or service has been delivered in accordance with an export contract.

10. Guarantee covers up to 90% of deferred payment, but does not exceed more than 1 million EUR equivalent to a value calculated into the Latvian currency - Latvian lats according to the Exchange rate set by the Bank of Latvia on the day on which a guarantee has been issued.
11. Guarantee is not issued for a period that is shorter than a payment period set in the contract.

12. Guarantee covers losses which arise from following risks:

12.1. that are created by an existing political situation in a debtor’s country, as a result of which constraints for credit pay-back or reception of payments that an exporter is eligible to could appear;

12.2. that exist in relation to debtor’s ability to make payments to an exporter or a lender according to the provisions set in export contract or loan contract and is not related to a political risk; 
12.3. that is a result of a war, revolution, natural catastrophes, nuclear catastrophes. 

13. The Guarantor pays to a recipient of a guarantee amount that does not exceed amount set in the guaranties contract.
14. Compensation is not provided if the guarantee holder has not fulfilled provisions of the guarantee agreement.

III. Recipients of Guarantee
15. A recipient of a guarantee is a company or cooperative entity of agricultural services registered in Latvia.

16. Guaranties for transactions aimed at the countries mentioned in the point 4 are issued
if Latvia is stated in the certificate of origin for goods to be exported;
17. Guaranties for transactions aimed at the countries mentioned in the point 5 are issued:

17.1. if export value of the last year has been at least 500 000 EUR, but not more than 2 million EUR;
17.2. less than 250 employees or with a turnover of 50 million EUR;
17.3. if exportation activity has been in place for at least 2 years and export turnover is at least 20% of the total turnover;
17.4. if Latvia is stated in the certificate of origin for goods to be exported.
18. A company or cooperative entity of agricultural services is not eligible to receive a guarantee:

18.1. if a court ruling about insolvency process has been announced  or a process of legal protection has been carried out by courts ruling, if its economic activity has been terminated or they are in the process of liquidation according to information of commercial register;
18.2. if it is an entity related to foreign debtor; 
18.3. if it has not fully paid taxes;
18.4. if foreign debtor is a physical person.
IV. Procedure of issuing guaranties.

19. To receive a guarantee recipient of guarantee must submit an application to the Guarantor.
20. The Guarantor and a recipient of guarantee conclude the contract of export credit guarantee which includes:

20.1. amount of guarantee;

20.2. amount and payment conditions of guarantee premium;
20.3. losses covered by guarantee;

20.4. obligation for recipient of guarantee to pay premium;

20.5. date of entry into force of guarantee;

20.6. term of guarantee;

20.7. contract terms set by the Guarantor.
21. To assess buyer the Guarantor takes in to account the following:

21.1. possible claims towards buyer;

21.2. buyers credit rating, sources of financing and income.
22. Guarantor in internal Regulation establishes:

22.1. time limit for assessment of recipient of guarantee and buyer, issuing of guarantee and foreseeing a choice for recipient of guarantee to submit relevant information to assess its activity;

22.2. procedure for assessment of buyer’s solvency using the services provided by international credit risk insurance companies; 
22.3. amount of guarantee and criteria to determine premium. 

23. Recipient of guarantee undertakes not to provide information on credit limit to the third parties.

V. Procedure how the Guarantor covers losses for the recipient of guarantee.

24. Request for indemnification of losses the guarantor satisfy in one month after the end of waiting period of request. Waiting period of request is time period not exceeding 90 days. During the waiting period of request recipient of guarantee must submit to guarantor all evidence concerning claim.

25. In case of buyer’s insolvency waiting period is not applied. Indemnification of losses is being paid in 30 days after receiving all of the necessary evidence.

26. If losses which guarantee recipient may ask to compensate relates to dispute settlement, the Guarantor may postpone indemnification of the losses till dispute resolution in favor of guarantee recipient in the court or arbitrage court mentioned in the export agreement.

27. According to the guarantee agreement at the time when guarantor compensates losses it takes over all rights for claims to buyer.
28. If after indemnification of losses the Guarantor receives information of circumstances that discharge him from liability, received indemnification is repaid to the Guarantor including all the expenses and disbursements regarding this indemnification.
VI. Conclusion remarks
29. The Regulations are in force until December 31, 2010.
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