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Summary 
One of the long-term priorities of economy of Latvia that has been set in the government declaration is favourable business and investment environment. 

The aim of the Action Plan to Improve the Business Environment is to develop attractive business environment based on systemic and well-considered reforms to ensure transparent, simplified and non-overlapping legislative process, as well as to observe only such regulations that do not prevent the different cycles of business development.

The most  common tool for evaluation of business environment in Latvia is the international survey of the World Bank Doing Business (hereinafter – Doing Business). The World Bank has ranked Latvia at 24th place out of 183 world countries in the indicators of the Doing Business 2011, which is 3 positions higher than in the survey of 2010; among the EU member states Latvia has been ranked at 9th place. For comparison – Estonia is ranked at 17th place and Lithuania is ranked at 23rd place in the Doing Business 2011.
The Doing Business 2011 measures the business environment based on 9 topics and the ranking of Latvia is the following:

· 6th place – Getting credit ( place retained);

· 14th place – Enforcing contracts (place retained);

· 16th place – Trading acrossborders (place retained);

· 53rd place – Starting a business (lost rating by 2 places);

· 57th place – Registration of property (improved rating by 4 places);

· 59th place – Protection of investor rights (lost rating by 2 places);

· 59th place – Tax administration (lost rating by 3 places);

· 79th place – Dealing with construction permits (lost rating by 2 places);

· 80th place – Closing a business (improved rating by 9 places).

In order to outpace regional competitors and present Latvia as business and investment favourable economy, it is necessary to carry out more rapid reforms and make decisions oriented towards long-term development of national economy, especially in fields where the rank of Latvia is above 50th place. 

Therefore the objective of the Plan for 2011 is “simple and qualitative services in entrepreneurship: more e-services” and it includes measures to be carried out that affect indicators of Latvia in the research Doing Business, mainly in the following areas.

At starting a business it is necessary to carry out reforms related to registration of entrepreneurs as VAT payers, ensure online registration within the Register of Enterprises, including promotion of electronic registration of documents confirming share capital, as well as ensure only electronic publishing of news related to registration of enterprises and activities at official publication journal “Herald of Latvia”. Implementation of the measures set in the Plan would facilitate rise Latvia within the area of starting a business by 23 positions (from 53rd place to 30th place) and in overall evaluation by 3 positions (from 24th place to 21st place) of the Doing Business 2011 indicators. 
Protection of investor rights requires revision of the issue related to  the legal rights transactions of the enterprise. An investigation of an external auditor should be provided before the transaction, involving interest conflict of a quoted joint stock company, enters into force. It is also necessary to envisage inclusion of such conditions in the regulation that entitle shareholders to hold the manager or board member of the company liable if losses have incurred during the transaction and the transaction itself is unlawful – unfair or prejudicial to the other shareholders, as well as the right of the court to void the transaction upon a successful claim of the shareholders must be evaluated. Implementation of the abovementioned measures would facilitate rise Latvia within the area of investor protection by 54 positions (from 59th place to 5th place) and in the overall evaluation by 4 positions (from 24th place to 20th place) of the Doing Business 2011 indicators.
Tax administration requires development of “step-by-step” description (methodological guidance) for filling in MSSIC, PIT and VAT statements (monthly reports) in the EDS. Training of entrepreneurs to use the EDS would reduce the time required to record these tax reports and thus facilitating rise of Latvia within the area of tax administration by 32 positions (from 59th place to 28th place) and in the overall evaluation by 3 positions (from 24th place to 21th place) of the Doing Business 2011 indicators. 

In the construction process adoption of the new Construction Law in 2011 (approved in the CoM and first submitted to the Parliament on June 6, 2010) will significantly improve the indicators of construction harmonization process of Latvia included in the Doing Business research – 69 days and 6 procedures instead of existing 186 days and 24 procedures. Adoption of the Draft Construction Law would ensure the rise of rank of Latvia by 77 positions (to 1st place) in the construction field and increase the overall rank by 6 positions (to 18th place) in the Doing Business 2011 indicators. The Construction Law is planned to be resubmitted to the CoM in February 2011.
In order to reduce the number of days required to complete planning and architectural process, obtain technical requirements and approval of the building design, as well as to set the minimum term for obtaining the construction permit, the Plan also includes measures that will serve as an additional business simplifying process in the context of the new Construction Law. The above mentioned measures will reduce the total time required to complete the construction process from 180 days to 65 days, thus rising the rank of Latvia by 36 positions (to 43rd place) in the construction area and by 4 positions (to 20th place) in the overall evaluation of the Doing Business 2011 indicators. 

By implementing the measures included in the Plan for 2011, Latvia would be ranked at 9th place among 183 world countries in the overall Doing Business rating.

It should be noted that the impact assessment of all stated improvement measures is based on the indicators of the Doing Business 2011 assuming that no reforms are carried out in other countries.

Overall the Plan for 2011 includes 31 measures, where an appointed institution is responsible for fulfilment: Ministry of Economics, Ministry of Finance, Ministry of Justice, Ministry of Welfare, Ministry of Transport, Ministry of Environmental Protection and Regional Development, and subordinated institutions thereof. 
The Plan for 2011 is developed on the basis of the proposals submitted by the National Economy Council, the Foreign Investors’ Council in Latvia, the Free Trade Union Confederation of Latvia, the Employers’ Confederation of Latvia, as well as aligned ministries and entrepreneurs.
The Plan is revised on a regular basis and therefore the MoE invites organizations representing the entrepreneurs, non-governmental organizations, entrepreneurs, and experts to submit proposals for additional measures to improve business environment.

Introduction
The state competitiveness lie with competitive entrepreneurs, whose successful activity depends on favourable business environment. The state administration’s basic task is to ensure such an environment. Performance of business activities is essentially affected by availability of both corresponding: infrastructure and support, but not less important is the regulatory environment where the entrepreneur acts. 

One of the long-term priorities of Latvian economy that has been set in the government declaration is favourable business and investment environment. 

In order to ensure transparent, simplified and non-overlapping legislative process, as well as to observe only such regulations that do not prevent the different cycles of business development, since 1999 the MoE prepares and the CoM adopts the annual Activities to Improve the Business Environment (hereinafter  - the Plan). 

The annual Plan includes economic priorities of Latvia and proposals submitted by entrepreneurs. In order to evaluate business environment, the most common instruments in Latvia are the international research of the World Bank Doing Business, and the Impact Assessment of Administrative Procedures on Business Environment which help to find out opinion of Latvian entrepreneurs on factors preventing their activity and to prepare list of tasks to be done within the framework of the Plan.

So far the Plan has been prepared annually as a separate planning document. Today it is necessary to revise regulation on the business and services offered by state administration; after evaluating their efficiency, measures oriented towards long-term development of the national economy are expected to be implemented thus creating competitive business environment of Latvia at world level as well. Therefore the Plan for 2011 includes measures for 2 years with option to conclude additional tasks if new measures preventing business activities are to be indentified and must be solved immediately.

The objective of the Plan for 2011 is “simple and qualitative services in entrepreneurship: more e-services” and it includes measures affecting indicators of Latvia in the Doing Business survey in such areas as starting a business, tax administration, registration of property, cross border trade, e -government, improvement of construction framework, and other.

Legal basis and activity of the Plan result from: 
1. The Declaration upon Planned Activities of Cabinet of Ministers administered by Mr. Valdis Dombrovskis (Paragraph 11.11 ) – to continue eliminating bureaucratic barriers to business development;

2. The National Reform Programme of Latvia for implementation of the “EU 2020” strategy (approved by the CoM Protocol No. 64 Paragraph 57on November 16, 2010). One of the key macro-structural challenges and policy directions of Latvia’s national economy given in the Programme is improvement of business environment envisaging simplification of administrative procedures, elimination of administrative costs and burden, and implementation of e-services for performers of economic activities;
3. Guidelines of State Administration Policy’s Development for 2008-2013 (confirmed in the meeting of the CoM on June 3, 2008). The objective of the guidelines is to create legal, effective and qualitative state administration which ensures that its services correspond to the needs of society. One of action directions – simplification of administrative procedures, evaluation of administrative costs and elimination of administrative burden – plans “to work out an annual Activities to Improve the Business Environment, thus simplifying administrative procedures, reducing administrative costs and burden on performers of economic activities”;
4. “Programme for Promotion of Business Competitiveness and Innovation for 2007-2013” (confirmed by the Decree No. 406 of the CoM on June 28, 2007). One of the main objectives of the programme is to ensure beneficial conditions for the development of business in the whole territory of Latvia in order to increase the competitiveness of entrepreneurs, especially of small and medium size enterprises, promote start-up and development of new enterprises, and reduce negative differences in social and economic development within the territory of the state. It is planned to fulfil the aforementioned objectives by implementing the following direction of action – create beneficial business environment, reduce administrative barriers and obstacles.
World Bank research “Doing Business”

The Doing Business survey of the World Bank (www.doingbusiness.org) is an international, comparative rating of business environment, which annually measures administrative procedures regulating entrepreneurship and their application in various states of the world. The Doing Business quantitatively measures and compares regulating conditions and procedures of the states – both those which promote the activity of entrepreneurship and those which restrict. 

The Doing Business is not only a qualitative, descriptive evaluation of business environment, but also quantitative indicators that measure the regulation of entrepreneurship in 183 various countries of the world.

 Preparation of the annual rating of business environment and the included thematic report was launched seven years ago. Doing Business measures legislation affecting 10 fields of the business’s life: starting a business, dealing with construction permits, employing workers, registering property, credit registers, protecting investors, paying taxes, import and export procedures, enforcing contracts and closing a business. 
The research Doing Business 2011 does not include topic “employing workers” because the methodology is going to be changed to achieve balance between elasticity and social safety, yet, there is included an additional methodology for procedures to obtain electricity connection. 

Rank of Latvia and the EU member states in the World Bank research Doing Business 2011

 (Overall business environment)


[image: image1.emf]4

6

9

13

14

17

22

23

24

25

26

30

31

32

37

41

42

45

46

49

51

56

63

70

80

109

0

20

40

60

80

100

120

Great Britain

DenmarkIrelandFinlandSweden

Estonia

GermanyLithuaniaLatviaBelgiumFrance

The Netherlands

Portugal

Austria

CyprusSlovakiaSloveniaLuxemburgHungarySpainBulgaria

Romania

Czech RepublicPoland

Italy

Greece

Rank in Doing Business 2011


Latvia is ranked at 24th place among 183 world countries in the Doing Business 2011, which is 3 positions higher than in the Doing Business research for 2010, and it takes 9th place among the EU member states. At the same time Estonia is ranked at 17th place, but Lithuania – at 23rd place.
Latvia is ranked among the countries (85 % of all countries included in the Doing Business survey) where the reforms carried out over past 5 years have facilitated business activities while Estonia and Lithuania are ranked in the group where doing business has become more difficult.

It should be admitted that countries which have maximum electronic services rank the top of the Doing Business rating, in comparison implementation of e-services in Latvia is critical in all aspects.

Comparative indicators of Latvia in the World Bank research Doing Business for 2010 and 2011
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The rise of Latvia in the Doing Business 2011 has been achieved due to the targeted  reforms in 2009 and 2010 within business areas related to improvement of insolvency process by implementing the out of court settlement process, as well as by reducing the length of insolvency process, and reforms in the field of trans-border trade by implementing the customs electronic declaration system and reducing the time necessary to complete export-import procedures. Registration of property has been facilitated by giving the judges of the Land Registry Offices an opportunity to verify the payment of real estate tax online. 
Changes in the indicators of Latvia in the Doing Business for 2011 compared to corresponding indicators in 2010 
	Indicators of Latvia in the research Doing Business 
	2010
	2011
	Changes

	Starting a business
	51
	53
	-2

	Construction permits
	77
	79
	-2

	Credit register
	6
	6
	0

	Registration of property
	61
	57
	+4

	Protection of investor rights 
	57
	59
	-2

	Tax payment 
	56
	59
	-3

	Trading across borders 
	16
	16
	0

	Enforcing contracts 
	14
	14
	0

	Closing a business 
	89
	80
	+9

	Overall rank 
	27
	24
	+3


The economic activity has been made more simple and administrative procedures to be applied thereof have been reduced in 2010. At the same time it should be noted that decrease in the rank of Latvia for particular fields relies on the fact that other countries have outpaced Latvia by carrying out reforms.
Several measures are set within the framework of the Plan for 2011 to improve the ranking of Latvia in the World Bank survey Doing Business. Implementation of these measures in Latvia is important for ensuring competitiveness of Latvian entrepreneurship and developing favourable investment environment not only at neighbouring countries level but also at the global level.
The ranking of Latvia in the international rating directly relies on implementation and application quality of the set measures, preparation of correct information that is the basis of the World Bank evaluation, as well as reforms in the field of entrepreneurship carried out in other countries. 

It should be noted the impact assessment of all improvement measures set in the Plan for 2011 is based on the indicators of Doing Business 2011 assuming that no reforms are carried out in other countries.

· Starting a business 
	Field 
	Doing Business indicators 
	2011
	2010
	2009

	Starting a Business
	Number of procedures
	5
	5
	5

	
	Time (days)
	16
	16
	16

	
	Cost (% of GDP per 1 capita)
	1.5
	2.1
	2.3

	
	Minimum capital (% (% of GDP per 1 capita )
	15.9
	14.2
	16.9

	
	Rank
	53
	51
	35


Implemented activities 
The following amendments to the Commercial Law entered into force on May 1, 2010 facilitating business activity:

1) prolonged terms of warrants for board members – indefinite term of warrant for officials of limited liability companies, but for joint stock companies – prolonged for 5 years;

2) bank statements are no more the only document conforming the share capital; 

3) no signature samples of the officials of companies have to be submitted. 
As of June 1, 2010, it is possible to submit an application for registration in the VAT payer register together with an application for registration of merchants in the Commercial Register, and enterprise registration certificates are issued electronically.

The amendments to the Commercial Law envisaging possibility to found a LLC with share capital below LVL 2000 have given a significant stimulus to involve economically active population in business. The total number of LLC with diminished share capital registered in the Commercial Register in the period from May1, 2010 to December 31, 2010 - 5179 limited liability companies or 57 % of the total number of LLC registered within the period above. 

Despite the implemented activities, int. al. even the improved indicator of Latvia in terms of costs required to start a business, Latvia has lost its place in the field of starting a business by 2 positions in the research Doing Business 2011 thus ranking 53rd place; this relies on reforms carried out in other member states. For example, New Zealand is still the 1st as it has introduced registration of enterprises online, including fee payment, registration for VAT payer status, (www.companies.govt.nz), thus requiring 1 day and 1 administrative procedure. 

Planned activities 
Ensuring registration of enterprises in the Commercial Register online is equally important.  A decision not to extend the validity period of the contract No. PA 110/2001 concluded on August 7, 2001 between the Ministry of Justice and LLC “Lursoft” regarding licence and maintenance of the automatic system of the Register of Enterprises after expiration was adopted my CoM in the meeting on April 27, 2010 (Paragraph 50 of the Protocol No. 21). Thus terminating the contract concluded with LLC “Lursoft” on August 7, 2011, and at the same time ensuring that the unaltered data of the Register of Enterprises are available to any third person for use on common and non-discriminatory conditions after August 7, 2011. In order to fulfil the task assigned in the meeting of CoM to introduce an information system in the Register of Enterprises after August 7, 2011, the Register of Enterprises has launched implementation of European Regional Development Fund project “Development and Implementation of the Information System of the Register of Enterprises”. Implementation of the project is planned at two stages: 

1) development of information system of the Register of Enterprises by August 1, 2011 thus ensuring the basic functions of the Register of Enterprises, as well as developing both legal and technical solutions for distribution of information to re-users; 

2) development and introduction of new e-services of the Register of Enterprises (including e-registration) from August 8, 2011 to April 27, 2012. 

· Introducing e-services, including e-registration and payments of state fees, in the registration of enterprises would affect the rank of Latvia in the evaluation of Doing Business – assuming that visit to notary and opening a bank account , obtaining VAT payer status are counted separately, the rank of Latvia would be improved by 1 position (to 52nd place) in this area and by 1 position (to 23rd place) in the overall rating of the Doing Business 2011 indicators (saving 2 days) among other invariable indicators.
Electronic registration of documents confirming share capital. Amendments to the Commercial Law stipulate that, apart from a bank statements addressed to the institution of Commercial Register, founders of a company can also submit other documents issued by banks confirming the payment of share capital, for example, bank account statement, payment order, etc. However, the essence is that the document is issued (thus also signed) by the bank. It is necessary to ensure cooperation between the Register of Enterprises and banks of Latvia to complete implementation of e-registration by May 1, 2012. 

· By ensuring the cooperation between the Register of Enterprises and banks of Latvia regarding verification of equity capitals paid by the enterprise and relieving the enterprise from obligation to submit such information, we will improve the rank of Latvia in the area by 7 positions (to 46th place) and by 1 position (to 23rd place) in the overall evaluation of Doing Business 2011 indicators (saving 1 procedure and 1 day) among other invariable indicators.
Only electronic publishing of information related to registration and activities of enterprises in official journal “Herald of Latvia” (reduced costs related to publication of information in “Herald of Latvia”, as well as reduced time required for announcing the records of Commercial Register). Currently the State LLC “Latvijas Vēstnesis” (LLC “Herald of Latvia)” is technically ready for transition to official electronic publishing, however, such changes require amendments to the legal framework because according to the Section 2 of the Law on Procedure for Announcing, Publishing, Entering into Force and Validity of the laws and other regulations adopted by the Parliament, State President and the CoM”, only the official journal “Herald of Latvia” has official nature. By introducing official electronic publication and giving up the official journal “Latvijas Vēstnesis” ( “Herald of Latvia) in paper form, the costs related to announcing information on registration and activities of enterprises are planned to be reduced by approximately 20 %. By ensuring only electronic data processing of the records of the Register of Enterprises and transfer of the information to be published to “Latvijas Vēstnesis” (“Herald of Latvia), the costs of publishing such information are likely to be reduced even more.

· Electronic publications in “Latvijas Vēstnesis” (“Herald of Latvia”) will reduce costs of entrepreneurs related to starting a business and improve the rank of Latvia in this area by 6 positions (to 47th place) and by 1 position (to 23rd place) in the overall evaluation of Doing Business 2011 among other invariable indicators.
According to the estimates of the MoE, implementation of all measures foreseen in the Action Plan would ensure rise of Latvia in the area of starting a business by 23 positions (from 53rd place to 30th place) and by 3 positions (from 24th place to 21st place) in the overall evaluation of the Doing Business 2011 indicators among other invariable indicators.
· Dealing with construction permits 
	Field
	Doing Business indicators
	2011
	2010
	2009

	Dealing with construction permits
	Number of procedures 
	24
	25
	25

	
	Time (days)
	186
	187
	187

	
	Costs (% of income per capita)
	19.3
	17.3
	20.6

	
	Rank
	79
	77
	78


Implemented activities 
In 2010, the new Draft Construction Law was approved in the CoM and first submitted to the Parliament on June 6, 2010 envisaging simplified construction process and reduced time required to harmonize construction (69 days and 6 procedures instead of the existing 186 days and 24 procedures) by limiting the number of state and municipal institutions involved in the harmonization of construction plans and the maximum required time. Requirements are planned to be differentiated depending on the character of the building. The Construction Law is expected to be re-submitted to the CoM in February 2011.
In the field of obtaining construction permits, Latvia in comparison to its neighbouring countries Lithuania and Estonia ranks the lowest – 79th place in the indicator of the Doing Business 2011. Adoption of the Draft Construction Law in 2011 will significantly improve indicators of Latvia within the field of construction harmonization in the research Doing Business. 

· Adoption of the Draft Construction Law will rank Latvia 1st in this area (78 positions higher) and increase the overall rank by 6 positions (from 24th place to 18th place) in the overall evaluation of the Doing Business 2011 indicators among other invariable indicators. Thus Latvia would be the best example in the world within the construction process.
Panned activities 
In the Plan for 2011, the MoE envisages to reduce the number of days required for planning and architectural process, obtaining technical requirements and approval of construction design, as well as to set minimum term for obtaining a construction permit. Currently the CoM Regulations No. 112 of April 1,1997 “General Construction Regulations” set down 180 days for ensuring the abovementioned procedures thus making the planning and architectural process of economic activities considerably difficult for entrepreneurs. Implementation of the set measures will serve as an additional business simplifying process in the context of the new Construction Law.
· Proposals above will reduce the number of days set for particular procedures from 180 days to 65 days thus rising the rank of Latvia in construction area of Doing Business by 36 positions (from 79th place to 43rd place) and by 4 positions (from 24th place to 20th place) in the overall evaluation of the Doing Business 2011 indicators among other invariable indicators. 
The same time implementation of e-services included in the Territory planning information system and Construction information system must be ensured. Implementation of these measures would make it significantly easier for entrepreneurs to harmonize construction and costs thereof. 
As an example, e-services practice introduced in the Netherlands should be mentioned – as of October 1, 2010 a one stop shop approach is established to obtaining permits related to construction process from specific local municipality by ensuring online submission of the following documents: construction permit, environmental permit, permit for driveway construction, demolition permit, etc. 

· Registration of property 
	Field
	Doing Business indicators
	2011
	2010
	2009

	Registration of Property
	Number of procedures
	6
	6
	7

	
	Time (days)
	42
	45
	50

	
	Costs (% of property

value )
	2.0
	2.0
	2.0

	
	Rank
	57
	61
	79


Implemented activities 
According to the Paragraph 9 (3) of the Law on Immovable Property and Clause 29 and 30 of transitional provisions, as of July 1, 2010 the statement on the payment of immovable property tax no longer has to be submitted to the Land Registry Office. The Land Registry Office verifies the non-existence of debts in online data exchange mode. If it is detected that the tax of the respective real property has not been fully paid, the registration is refused until the tax is fully paid. If the local municipality has failed to ensure to the Land registry Office the possibility to verify the non-existence of debts, the change of owner is registered in the Land Register without verifying.

Due to introducing the online mode for payments of immovable property tax in the Land Registry Offices, Latvia has ranked 57th place in the field of real estate, which is by 4 positions higher than in the indicator of the Doing Business 2010. 
The Law on Local Municipalities, which entered into force on October 1, 2010, orders that the local municipalities must justify the exercising of the first refusal right not only by the need to use the property for carrying out the functions of the local municipalities, but also for carrying out these functions in the particular real property according to the corresponding territory planning documents. Similarly, the procedure and deadlines for exercising the right of first refusal of local municipalities are specified including a condition that a statement on refusal to exercise the right is issued within 5 business days. Currently Doing Business survey has identified 20 days for issuing the decision to refuse to exercise the right of first refusal. The aforementioned amendments are not yet included in the Doing Business 2011 index.

· The amendments to the Law on Local Municipalities will improve the evaluation of Doing Business 2012, probably rising the rank of Latvia in this area by 10 positions (from 57th place to 47th place) and by 1 position (from 24th place to 23rd place) in the overall evaluation of the Doing Business 2011 indicators among other invariable indicators.

Planned activities 
Introduction of one stop shop principle in registration of property data and corroboration of the title must be ensured. In specific situations, any private and legal person shall address at least two institutions to register a property: the State Land Service – to register the real property object, and the Land Register – to corroborate the title to the real property object. Therefore it is necessary to envisage that data of the National Real Estate Cadastre Information System and of the Sate Unified Computerised Land Register are updated mutually without involving the owner of the property.
· The one stop shop principle in registration of property data and corroboration of the title will reduce the time and costs required for the owner of real estate to complete all formalities thus improving the rank of Latvia in the Doing Business rating.
· Getting credit 
	Field
	Doing Business indicators
	2011
	2010
	2009

	Credit Register
	Strength of

legal rights

index (0-10)
	9
	9
	9

	
	Credit information index (0-6)
	5
	5
	4

	
	Public credit register coverage (% of total number of adult inhabitants) 
	57.2
	46.5
	3.7

	
	Private credit register coverage (% of total number of adult  inhabitants)
	0.0
	0.0
	0.0

	
	Rank
	6
	6
	12


Implemented activities 
The indicator of Latvia in the field of credit registers of Doing Business 2011 is still one of the best in the world ranking Latvia 6th right after Malaysia, Great Britain, New Zealand and holding equal position with the United States of America, Singapore and Israel.
The Credit Register of Latvia is developed in accordance with the requirements of the Credit Institutions Law, the Law on Credit Unions, the Law On Insurance Companies and Supervision thereof, and Regulations on the Credit Register of the Bank of Latvia, the Amount of and the Payment Procedure for the Fees to Be Paid for the Use of the Credit Register and Regulations on Electronic Information Exchange with the Bank of Latvia. The Credit Register is developed in accordance with the “Report on development of consumer price inflation and proposals for reduction thereof” by the MoF adopted by the CoM of the Republic of Latvia on March 6, 2007.

The Payment Systems Department of the Bank of Latvia maintains and issues information of the Credit Register. The Register stores information on all credits of private and legal persons (mortgage credits, credits for purchasing consumer goods, financial leasing, credits for purchasing current assets, operational leasing and factoring, etc.), guarantees and other liabilities (information on person and his/her previous liabilities are kept after settlement of credit obligations). 
All banks and branches of foreign banks, their subsidiary companies offering financial services related to credit risk, credit unions and insurance companies registered in Latvia are participants of the Credit Register. On December 21, 2010, there were registered 96 participants in the Register. 
The participants of the Credit Register enter information on each issued loan/liability; also the information on debtors that were previously registered in the Register of Debtors is automatically registered in the Credit Register. The information of the Credit Register is available to its participants, the Financial and Capital Market Commission, the Bank of Latvia and borrowers (only information on the person itself). The participant receives full information on their borrowers and incomplete information on other borrowers.
· Protecting investors 
	Field
	Doing Business indicators
	2011
	2010
	2009

	Protection of investor rights 
	Transaction transparency index (0-10)
	5
	5
	5

	
	Extent of director liability index (0-10)
	4
	4
	4

	
	Shareholders’ right index (0-10)
	8
	8
	8

	
	Investor right protection index (0-10)
	5.7
	5.7
	5.7

	
	Rank
	59
	57
	53


Implemented activities 
Transaction transparency, liability and rights of entrepreneurs, as well as protection of investor rights in Latvia is regulated by the Commercial Law, Law on Annual Reports, Financial Instrument Market Law and provision of the Civil Law. 
According to the Doing Business methodology, the rank of Latvia has become significantly worse over the past few years – overall 6 places are lost in 2 years, Latvia is ranked 59th in the Doing Business 2011 that relies on successful measures to improve investment environment in other countries. 

Planned activities 
Considering the worsening rank of Latvia in this area of Doing Business indicators, the following measures are included as urgent in the agenda:

1) revising  the legal right transactions of enterprise. The Paragraph 309 of the Commercial Law orders that if there is a conflict of interest between the company and a member of the board, his or her spouse, relative or in-laws, counting kinship up to the second degree and affinity up to the first degree, the issue shall be decided at a meeting of the board, where the concerned member of the board has no voting rights, and this is noted in the minutes of the meeting of the board. The Commercial Law must envisage that in case the meeting of members makes a decision within the competence of the board, those members having the conflict of interest have no voting right;

2) ensuring transparency of transactions executed by entrepreneurs who are members of the board in the involved enterprises. The Commercial Law shall envisage a provision to submit complete and detailed information on transaction, thus obligating a member of the board to submit complete information on important facts in connection with the interests in the Buyer’s – Seller’s transaction. If the laws and regulations of Latvia would require approval of the board regarding transactions of involved parties that constitute below 15 % of the assets of the enterprise and approval of members if over 15 %, the rank of Latvia in the international rating would be significantly improved.
3) envisaging inspection of external auditor before the joint stock company’s transaction which contains the conflict of interests enters into force; 
4) stating the shareholders to hold the manager or a member of the board of an enterprise individually liable if losses have incurred during the transaction and the transaction itself is unlawful – unfair or prejudicial to the other shareholders; 
5) evaluating the right of the court to void the transaction upon a successful claim of the shareholders if this causes no extra burden on further business. The economic activity of the enterprise can be limited or suspended only due to fraud or abuse of the seller. However, according to the Civil Law there are specific situations when the transaction may be declared invalid, for example, if the transaction is illegal, its aim is antireligious, immoral, or it has been executed to avoid legal acts or is a mistake.
By implementing the measures in the area of foreign investor protection, it is estimated that the total indicator in the research of 2011 would be improved by 2.9 points or it would be 8.6 points – 10 points would be insured instead of the existing 5 points in the transaction transparency index, extra 4 points could be achieved in the director liability index and assuming that shareholder right index stays unchanged – 8 points. 

· In general, implementation of the mentioned measures in the field of investor protection will facilitate rise of Latvia by 54 positions (from 59th place to 5th place) and by 6 positions (from 24th place to 20th place) in the overall evaluation of the Doing Business 2011 indicators among other invariable indicators. 
· Tax administration 
	Field 
	Doing Business indicators
	2011
	2010
	2009

	Tax administration
	Number of payments
	7
	7
	7

	
	Time (hours)
	293
	279
	279

	
	Total tax rate (% profit)
	38.5
	38.5
	33.0

	
	Rank
	59
	56
	37


Implemented activities 
To simplify the tax administration, the Law on Micro-enterprise Tax has entered into force on September 1, 2010 envisaging a possibility for micro-enterprises to apply for micro-enterprise tax payer status and apply the final tax rate in amount of 9 % to its economic activity. According to the data provided by the SRS, implementation of this stimulus has encouraged registration of 2733 new enterprises – micro-enterprise tax payers (the SRS data on January 5, 2011).

Although this Law is an absolute innovation in business promotion, it should be noted that implementation of the Micro-enterprise Tax has no impact on the rank of Latvia in the Doing Business research; because only reforms related to “standard” enterprises are evaluated according to the methodology of research.

Latvia has been ranked 59th among all countries in the Doing Business 2011 indicator for tax administration, which is 3 positions lower than last year. 

It should be mentioned that since January 1, 2011 tax and informative declarations are submitted to the SRS only electronically using the EDS thus reducing the time required to fulfil tax obligations of enterprises.
Planned activities 
In order to improve the rank of Latvia in the Doing Business 2012, the following measures should be set:
Improving skills of entrepreneurs to submit declaration of MSSIC and PIT in the EDS. Preparation of the MSSIC and PIT and tax payments take the most time within the field of tax administration. Doing Business 2011 indicates that the administration requirements of MSSIC take 165 hours per year. Since January 1, 2011, entrepreneurs have to submit declarations electronically to the SRS via the EDS thus significantly facilitating the requirement for entrepreneurs to submit the declarations. Yet, in order to ensure efficient operation of the abovementioned instruments, it is necessary to inform entrepreneurs on filling in the declaration of MSSIC and PIT in EDS. It is necessary to prepare “step-by-step” description (methodological guidance) for filling in declarations of MSSIC and PIT (monthly reports) in the EDS and to ensure training of entrepreneurs in the use of EDS to submit declarations of MSSIC and PIT.

· The methodological guidance or “step-by-step” descriptions on filling in the declaration of MSSIC and PIT (monthly reports) in the EDS will reduce the time required to prepare declaration of MSSIC and PIT and facilitate rise in the rank of Latvia by 24 positions (to 35th place) in the field of tax administration and by 2 positions in the overall evaluation of Doing Business 2011 indicators among other invariable indicators.
Improving skills of entrepreneurs to submit VAT declarations in the EDS. Since January 1, 2011, entrepreneurs have to submit declarations electronically to the SRS via the EDS thus significantly facilitating the requirement for entrepreneurs to submit the declarations. Doing Business 2011 shows that so far filling in VAT reports has imposed a huge burden on entrepreneurs – VAT formalities take 97 hours per year. For comparison – it takes 37 hours per year to fill in VAT reports in Estonia. It is necessary to prepare “step-by-step” description (methodological guidance) for filling in declarations of VAT taxation period (monthly reports) in the EDS and to ensure training of entrepreneurs in the use of EDS to submit VAT reports.
· The methodological guidance or “step-by-step” descriptions on filling in the VAT reports in the EDS and training of entrepreneurs in the use of the EDS will reduce the time required to prepare the VAT report by 60 hours from 97 to 37 hours per year and ensure rise in the rank of Latvia by 8 positions (to 51st place) in the area of tax administration and by 1 position (to 23rd place) in the overall evaluation of Doing Business 2011 indicators among other invariable indicators.
Improving the skills of entrepreneurs to submit VAT, MSSIC and PIT reports in the EDS, including trainings, will ensure rise in the rank of Latvia by 32 positions (from 59th place to 28th place) in the field of tax administration and by 3 positions (from 24th place to 21st place) in the overall evaluation of Doing Business 2011 indicators among other invariable indicators.
· Trading across borders (customs)
	Field 
	Doing Business indicators
	2011
	2010
	2009

	Foreign Trade
	Number of documents required for export 
	5
	5
	5

	
	Time required for export (days)
	10
	13
	13

	
	Charge of standard batch for export (USD per container)
	600
	600
	900

	
	Number of documents required for import
	6
	6
	6

	
	Time required for import (days)
	11
	12
	12

	
	Charge of standard batch for import (USD per container)
	801
	801
	850

	
	Rank
	16
	16
	17


Implemented activities 
Due to the introduced customs electronic declaration system that allows to reduce the time required to complete export-import procedures, Latvia kept the 16th place in the Doing Business 2011. Introduction of the system is recognized as significant reform to promote business. 

Planned activities 
Introduction of standard for customs clearance must be ensured. The draft standard for customs clearance developed by the State Revenue Service envisages the minimum required time for customs clearance – 10 minutes, average – 125 minutes, maximum – 240 minutes for export and import if all required documents are submitted for customs clearance and goods are declared; these terms conform to the actual time. Approval and implementation of the given regulation in practice would standardize the customs clearance process in all customs institutions, as well as promote customer-oriented and efficient customs control. 
It is necessary to establish centralised customs clearance areas that offer services twenty four hours a day seven days a week.
In addition, it should be noted that it is important to ensure simplified and faster procedures for reliable and recognized entrepreneurs in the area of customs. A recognized enterprise is a enterprise who is reliable in the context of operations related to the customs and therefore he is entitled to use advantages in the entire European Community. The SRS Customs Board of Latvia is preparing a list of reliable entrepreneurs (currently includes 60 enterprises). Inclusion of entrepreneurs in the list of reliable or recognized entrepreneurs would ensure the simplified and faster customs clearance procedures. Therefore the SRS must put faster service rendering into practice for the reliable entrepreneurs in the field of customs. The abovementioned measure is included in the Action Plan for Combating Shadow Economy and Ensuring Fair Competition for 2010-2013 (Paragraph 8), therefore it is not included in the Plan for 2011; yet, in the result of implementation thereof (i.e. applying principles set in the conception of the CoM to the reliable entrepreneurs in the field of customs by ensuring simplified and faster customs clearance procedures) Latvia will ensure simplified and faster procedures for the reliable entrepreneurs in the customs field, as well as ensure rise of Latvia in the field of tans-border trade by 4 positions (to 12th place) and by 1 position (to 23rd place) in the overall evaluation of the Doing Business 2011 indicators.
· The set measures would have positive impact on the indicators of Latvia in next Doing Business surveys, i.e. ensure a rise of Latvia in the area of trans-border trade by 4 positions (to 12th place) and by 1 position (to 23rd place) in the overall evaluation of the Doing Business 2011 indicators among other invariable indicators by reducing the number and costs of required administrative procedures.

· Enforcing  contracts
	Field 
	Doing Business indicators
	2011
	2010
	2009

	Enforcing  contracts 
	Number of procedures
	27
	27
	27

	
	Time (days)
	309
	309
	279

	
	Costs (% of claim)
	23.1
	23.1
	16.0

	
	Rank
	14
	15
	2


Implemented activities 
Fulfilment of contracts in Latvia is regulated by the Civil Law, the Administrative Procedure Law, the Latvian Administrative Violations Code, the Insolvency Law, the Commercial Law and other laws and regulations.
Latvia has improved its indicator by 1 position in the field of fulfilment of contracts in the Doing Business 2011, moving up to 14th place from 15th place. 

According to the methodology described in the Doing Business, a plaintiff files an application for recovery of losses and debts to the court (a buyer has failed to pay for the delivered goods).
Planned activities 
In order to improve the indicators of the mentioned field, the court system has to ensure use of e-services and possibilities offered by information technologies, as well as other services promoting availability of the courts. The Courts Administration implements an individual project of the cooperation programme between Latvia and Switzerland “Modernization of Courts in Latvia”, which envisages development of Court data distribution system and software add-ons of the Court information system. 
· Closing a business 
	Field
	Doing Business indicators
	2011
	2010
	2009

	Closing a Business 


	Length of Insolvency Process (years)
	3
	3.0
	3.0

	
	Costs of process (% of property value)
	13
	13
	13

	
	Rate of successful claims (cents from 1 dollar)
	31.9
	29.0
	29.0

	
	Rank
	80
	89
	89


Implemented activities 
On June 1, 2009, the former Insolvency Law (in force until November 1, 2010) was amended thus making the insolvency process more available, faster, simplified and efficient envisaging possibility for legal entities to use two processes in case of insolvency: legal defence process and insolvency process of legal entity. Due to implementation of the given amendments, Latvia has moved up by 9 positions ranking now 80th place in the Doing Business 2011 indicators.
On November 1, 2010, the new Insolvency Law entered into force. The new law is much broader and equally favourable to all merchants irrespective of their legal status. The Doing Business indicators regarding length of the insolvency process, costs and rate of successful claims are likely to be affected by the following improvements of the Insolvency Law:

1) reduced term for consideration of the application for insolvency and declaring the court decision,  
2) insolvency proceeding is not foreseen as a separate procedural stage therefore it is possible to ensure that the case is considered in one hearing;

3)  “balance test” is no longer required thus reducing the scope of cases to be considered by the court;

4) there is no requirement to appoint an administrator after the receipt of the application for insolvency at the court and the administrator has no duty to evaluate whether the debtor is to be declared as insolvent;

5) all creditors have to submit claims within 1 month, as well as there is no mandatory requirement to call the first, current and final meeting of creditors;
6) a term of 2 months is set for preparing the property sales plan of the debtor and it is envisaged that all property of the debtor shall be sold within 6 months from announcement of insolvency process – previously there was no such term envisaged allowing to defer the procedure of property sale;

7) no recovery or settlement possibilities in the insolvency process are envisaged;

8) expenses related to the insolvency process of the legal entity may not exceed 5 % of the total amount of revenues from alienation of the debtor’s assets – previously there was no such restriction provided;

9) sale of debtor’s property is allowed without auction in order to sell the property as soon as possible at the highest possible price, as well as the auction procedure for the unbounded property is reduced;
10) an administrator has to evaluate possibility to sell the entire company to the debtor thus promoting higher total amount to be recovered.

According to the Insolvency Law the insolvency process is initiated by its announcement (court decision) and is completed by the court decision to dismiss it, yet, the Doing Business methodology states that the insolvency process is initiated by submission of warning. 
However, it has no significant impact on the improving overall evaluation of the insolvency process. Estimating the total duration of insolvency process, it is expected to be reduced from 3 years indicted in the Doing Business 2011 to approximately 1 year and 1 month. Similarly, the costs of the process constitute half of the current amount – about 7 % instead of the existing 13 %. As well as the rate of successful claims is expected to be increased by 50 %.
· Due to implementation of the new Insolvency Law, the rank of Latvia might be increased by 50 positions (from 80th place to 30th place) in the field of closing a business and by 4 positions (from 24th place to 20th place) on the overall evaluation of the Doing Business 2011 indicators among other invariable indicators.
· Employing workers
	Field
	Doing Business indicators
	2011
	2010
	2009

	Regulation of employment legal relationships 
	Hiring index (0-100)
	No data
	50
	50

	
	Index of flexible working hours (0-100)
	No data
	40
	40

	
	Redundancy index (0-100)
	No data
	40
	40

	
	Employment flexibility index (0-100)
	No data
	43
	43

	
	Redundancy costs (paid employment weeks)
	No data
	17
	17

	
	Rank
	No data
	128
	125


Implemented activities 
The Doing Business 2011 survey excludes “employing workers” because the methodology is being changed to balance the flexibility and social security. This topic will be included in the next Doing Business 2012 survey.
The administrative requirements set out in the laws regulating labour rights in Latvia had ranked Latvia 128th in the world in the Doing Business 2010, which is 3 places lower than in 2009. 
Planned activities 
In order to improve the rank of Latvia in this field within the Doing Business rating, we offer to implement the following measures.
Developing proposals to strengthen flexicurity principles in employment legal relationships to improve competiveness of the national economy, develop favourable investment environment and promote further employment. 
One of the Doing Business indicators to be measured is possibilities to conclude an employment contract for a definite period of time. According to the Paragraph 1 of Section 45 of the Labour Law, the term of an employment contract for a definite period of time may not exceed three years (including extensions of the term) if another term has not been specified in another law for the employment contract. For example, the Law on Employment Contracts of Estonia (in force since July 1, 2009), just like the Labour Law of Latvia, sets a principle to conclude an employment contract for an indefinite period of time except for individual cases when conclusion of employment contract for a definite period of time has justified reasons arising out of the nature of the work, especially regarding temporary increase in the amount of work or seasonal works. Such employment contract must be concluded for a definite period of time not exceeding 5 years. The term of employment contract concluded for a definite period of time may not exceed 5 years also in Lithuania. By extending the maximum term of a temporary employment contract, Latvia will improve its indications in the Doing Business index. The Doing Business also measures regulations on salary, payment for overtime hours, night work and other criteria. Therefore it is necessary to evaluate the regulation and develop proposals for strengthening flexicurity principles thus balancing interests of employers and employees.
· In the result of implementation of the measure above, Latvia will improve its indicator in the Doing Business 2012 index among other invariable indicators.
At the same time, it is necessary to obligate an employer to notify the third party (the SEA) of dismissal of each employee only in case of collective redundancy (if the number of employees to be dismissed is at least 10 % of the number of employees within 30 days if the employer usually employs at least 100 employees but no more than 300 employees in the company). The notice on dismissal of each employee causes an extra administrative burden on the economic activity of enterprises, especially SME. Taking into consideration that the methodology of the World Bank classifies this requirement as critical for enterprises where redundancy covers 9 employees, it is necessary to delete Paragraph 2 of Section 104 of the Labour Law. The abovementioned measure is not included in the Plan for 2011 because the regulation is included in the draft amendments to the Labour Law that is submitted for consideration to the CoM on January 31, 2011.
· By abolishing the notices on redundancy, the indicator of Latvia among other invariable indicators in the Doing Business 2012 index will be improved in advance among other invariable indicators.
· Getting electricity 
World Bank indicator on “Getting Electricity” 

(comparison of situation among countries in 2011)

	Country
	Number of procedures 
	Time (days)
	Cost (% of GDP per 1 citizen)

	Germany
	3
	17
	51.9

	Lithuania
	4
	98
	46.0

	Estonia 
	4
	111
	229.1

	Latvia
	6
	198
	405.2


Implemented activities 
So far the field of electricity connection has not been a separate topic in the survey Doing Business. This year it is also not included in the ranking of countries, only summarized data are reflected. 

Having analysed the evaluation of situation in Latvia regarding electricity connection included in the research Doing Business 2011, we came to conclusion that indicators of Latvia are uncompetitive among the Baltic States.

The Paragraph 16 of the Regulations of the CoM No. 1024 adopted on November 1, 2010 “Procedure for Construction of Electricity Transmission and Distribution Buildings” states that a simplified technical project shall be developed for construction or reconstruction of electrical power network or a technical project shall be developed if the nominal voltage of electrical power network is below 110 kV and the length of electric line is below 1000 meters. Having regard to the above mentioned it can be concluded that an electrical power network can be classified as one that requires simplified technical project.

Planned activities 
In order to reduce the time necessary to obtain electricity connection, a less time for development of technical specification in case of simplified technical project must be set. This requirement is regulated by the Decision No. 74 of the PUC made on April 1, 2009 “Regulations of system connection for electricity system participants”. Amendments to the abovementioned decision of the PUC are to be made envisaging a time period of 10 days for development of technical specification in case of simplified technical project instead of 30 days thus hastening the process by 20 days.
· By reducing the time period for development of technical specification in case of simplified technical project, the total time required to complete procedures in Latvia will be reduced by 20 days in Doing Business indicator for electricity connection among other invariable indicators.

Also, having analysed the data included in the evaluation, reasonable information on the following issues is required to be submitted to the World Bank.

The research Doing Business 2011 states that obtaining an excavation permit from the VAS “ Latvijas valsts ceļi (SJSC “State roads of Latvia ”) is measured as separate procedure for an entrepreneur who needs electricity connection, which is included in the evaluation as one additional procedure and takes 5 days to be completed. It should be specified that a construction company which has been selected as a winner of a tender for construction works of electrical power network obtains the excavation permit and not the customer. 
· By specifying information on necessity for an excavation permit, the total time required to complete procedures in Latvia will be reduced by 5 days and one procedure in Doing Business indicator for electricity connection among other invariable indicators.
It is necessary to revise time required for development and harmonization of electricity connection project. Development and harmonization of electricity connection project is ensured by accordingly specialized company (designer) who offers the service according to market prices and total demand. Taking into account the case study of Doing Business, planning works are planned to take about 60 days instead of 105 days. The Ministry of Economics has sent letters with a question about the length of planning works to 3 planning companies. As soon as the respective designers will provide information, it will be possible to revise conformity of evaluation to the actual situation and set additional measures to be implemented to improve the situation.

Similar conditions apply to construction of electrical power network. According to estimates of the MoE, construction of electrical power network might take approximately 30 days instead of indicated 60 days.
In addition, Latvia has to justify that waiting procedure for completion of the connection construction may be combined with a procedure specifying that the customer submits the “Act on Construction of Electrical Installations of the User” to the joint stock company “Sadales tīkls” (Distribution Networks)and joint stock company “Sadales tīkls”  (Distribution Networks) carries out inspection of the connection point, seals the accounting chain, connects the user to the electrical power network, observing the provisions of the World Bank that the internal electrical installation has been completed in the warehouse and both procedures are carried out simultaneously.
By making the above mentioned adjustments, Latvia can eliminate 2 procedures and reduce 97 days in the Doing Business 2011 indicators thus ensuring 4 procedures for electricity connection that takes 101 day among other invariable indicators.
Having implemented measures included in the Plan for 2011, Latvia would take the 8th place among all 183 world countries in the overall Doing Business rating ranking right after Singapore, China, New Zealand, Great Britain, USA, Denmark and Canada.

It should be noted that Latvia might achieve positive evaluation in all fields of the Doing Business 2012 research due to the regulations of the CoM adopted on October 12, 2010 No. 972 “Regulations on Procedure for Payments to the State Budget and Recognizing them as Received, and Requirements Regarding Use of Online Payment Services in Payments to the State Budget” that allow state institutions not to request “blue stamps” for paid services, state fees, as well as tax payments.

Similarly, the agreement reached by the government at the end of 2010 stating that it is important to promote of the most efficient service channels by differentiating conditions for receiving services taking into account advantages of electronic channel (i.e. applying principle – electronic applying is cheaper and faster), will positively affect improvement of Latvian business environment, int. al. improve the evaluation of international partners regarding business environment in Latvia.
In order to continue elimination of administrative burden and improve business environment, the MoE in cooperation with align ministries of sectors and non-governmental organizations have included measures to reduce the number and costs of administrative procedures in the Plan for 2011, emphasizing improvements of indicators included in the  Doing Business 2011 research and paying particular attention to possibility to receive electronic services thus facilitating the economic activity of entrepreneurs. 

It should be noted the improvements of indicators of Latvia in the Doing Business survey create the necessary pre-conditions to develop competitive and favourable investment environment, as well as play important role in ensuring economy of Latvia that is competitive and attractive to investors. 

In accordance with decree of this Plan it is planned to supervise responsible institutions on the fulfilment of tasks stated in the Plan by rendering regular reports on progress within the fulfilment of the given tasks. The State Chancellery also ensures supervision of fulfilment of tasks stated in the Action Plan. 

With the order of Prime Minister a management group for the fulfilment coordination of the Plan (hereinafter – Management group) was created, and this group coordinates and supervises fulfilment of Plan of the current year. Management group consists of representatives from responsible institutions involved in the Plan. The Minister for Economics is the head of the Management group. 
Realization of measures is planned within the frameworks of state budget of responsible institutions. Measures in compliance with the competence of institutions state working out amendments in the regulatory enactments or developing policy planning documents within whose projects also the evaluation of financial impact will be included; decisions upon further activity will be made by the CoM.  


Activities to Improve the Business Environment for 2011 
	Linkage with policy objectives, action directions or tasks stated in the guidelines
	OBJECTIVE: simple and qualitative business services – more e-services!
	PLANNED
FINANCING (LVL) AND ITS  SOURCES

	Measures to fulfil the set objective
	Fulfilment terms
	Responsible institution and involved institutions
	Direct activities 
	Planned financing (LVL) and its sources 

	Action direction in order to fulfil the objective:
	1. Starting a business 


	1.1. Implementing procedure for electronic registration of enterprises 
In the meeting of the CoM on April 27, 2010 (Paragraph 50 of the Protocol No. 21), a decision not to prolong the validity period of the contract No. PA 110/2001 concluded on August 7, 2001 between the Ministry of Justice and LLC “Lursoft” regarding licence and maintenance of the automatic system of the Register of Enterprises after expiration thereof, thus terminating the contract concluded with LLC “Lursoft” on August 7, 2011, and at the same time ensuring that the unaltered data of the Register of Enterprises are available to any third person for use on common and non-discriminatory conditions after August 7, 2011. In order to fulfil the task assigned in the meeting of CoM to introduce an information system in the Register of Enterprises after August 7, 2011, the Register of Enterprises has launched implementation of European Regional Development Fund project “Development and Implementation of the Information System of the Register of Enterprises”. Implementation of the project is planned at two stages: 

1) development of information system of the Register of Enterprises by August 1, 2011 thus ensuring the basic functions of the Register of Enterprises, as well as developing both legal and technical solutions for distribution of information to re-users; 

2) development and introduction of new e-services of the Register of Enterprises (including e-registration) from August 8, 2011 to April 27, 2012.

Further development of the Project: 

· service electronization level is planned to be improved – customer will be able not only to submit but also fill in the documents online, at the same time comparing the data with the data stored in other information systems of the country, pay state fees and receive a decision of the Register of Enterprises;

· service will be available also to subjects of other registers (for example, societies and foundations, political parties);

· more efficient registration procedure will be ensured (document reviewing and decision making) as the data are received electronically and structured (no need to enter them manually);
· in the result, it is possible to reduce time, human resources and financial investments required for service rendering, as well as reduce the number of incorrectly filled documents.
Necessary:

1. to develop information system of the Register of Enterprises thus ensuring the basic functions of the Register of Enterprises, as well as to develop both legal and technical solutions for distribution of information to re-users; 
2. to ensure practical implementation of electronic registration of enterprises as of May 1, 2012.
Introducing e-services, including e-registration, payment of state fees online, in registration of enterprises will considerably affect the rank of Latvia in the Doing Business evaluation – assuming that visit to notary and opening a bank account are counted separately when obtaining VAT payer status, the rank of Latvia would be improved by 1 position (to 52nd place) in this field and by 1 position (to 23rd place) in the overall rating of the indicators 2011 (saving 2 days).
	1. 01.08.2011.
2. 30.04.2012.
	MoJ, RE
	1. To develop information system of the RE thus ensuring the basic functions of the RE, as well as to develop both legal and technical solutions for distribution of information to re-users.

2. To ensure practical implementation of electronic registration of enterprises as of May 1, 2012.


	Draft regulatory preparation within the framework of MoJ, RE budgets.

	1.2. Electronic registration of documents confirming share capital 

Amendments to the Commercial Law stipulate that apart from a bank statements addressed to the institution of Commercial Register founders of a company can also submit other documents issued by banks confirming the payment of share capital, for example, bank account statement, payment order, etc. However, the essence is that the document is issued (thus also signed) by the bank. 

1. It is necessary to ensure cooperation between the RE and banks of Latvia to complete implementation of e-registration as of May 1, 2012. 

By ensuring the cooperation between the RE and banks of Latvia regarding verification of equity capitals paid by the enterprise and relieving the enterprise from obligation to submit such information, we will reduce the indicators in this particular field of Doing Business research by 1 day and 1 procedure.
	1. 30.04.2012.

	MoJ, RE 
In cooperation with the banks of Latvia (Association of Commercial Banks of Latvia)
	To ensure cooperation between the RE and banks of Latvia to complete implementation of e-registration as of May 1, 2012.


	Draft regulatory preparation within the framework of MoJ, RE budgets.

	1.3.  Reducing the time required for registration of VAT payer 
According to the Regulations of the CoM No. 1649 adopted on December 22, 2009 “Amendments to the  Regulations of the CoM No. 993 “Procedures for the Application of Provisions of the Law On Value Added Tax””, a provision envisaging automatic registration of VAT payers simultaneously with registration of an enterprise has entered into force from 01.06.2010. Thus, since 01.06.2010 the application for registration in the VAT Register can be submitted together with registration of enterprise in the Commercial Register. The abovementioned is ensured in accordance with the edition of the Paragraph 40.1 of the Regulations of the CoM adopted on November 14, 2006 No. 933 “Procedures for the Application of Provisions of the Law On Value Added Tax” that has entered into force on June 1, 2010.

According to the data of the State Revenue Service, it takes 120 minutes to issue the VAT registration certificate that is LVL 9.96 (including administrative costs). In 2009, there were issued 16,217 registration certificates and spent approximately LVL 56,072 to prepare them.

So far registration of VAT payers takes 10 days and it has significant impact on the time required for starting a business. Therefore it is necessary to ensure that registration of VAT payers takes up to 5 business days if the enterprise complies with criteria of a reliable enterprise.

Necessary: 
1. to ensure that registration of VAT payers takes up to 5 business days if the enterprise complies with criteria of a reliable enterprise;
2. to submit information to the Ministry of Economics on the time required for the SRS to register VAT payers, including monthly statistical data for the period 01.06.2010 to 31.05.2011.
By ensuring that registration of VAT payers takes up to 5 business days if the enterprise complies with criteria of a reliable enterprise, the time required to complete these procedures will be reduced by 5 days thus increasing the rank of Latvia in the Doing Business rating by 9 positions (to 44th place) in the given field and by 1 position (to 23rd position) in the overall ranking of the indicators of 2011.
This issue has been recognized as a problem and included in the proposals for supervision of merchants in the functional audit of the State Chancellery.
	1. 31.12.2011.
2. 31.05.2011.
	SRS
	1. To ensure that registration of VAT payers takes up to 5 business days if the enterprise complies with criteria of a reliable enterprise.

2. To submit information to the M o E on the time required for the SRS to register a VAT payer, including on statistical data for each month for the period from 01.06.2010 to 31.05.2011.


	

	1.4. Only electronic publishing of information related to registration and activities of an enterprise in “Latvijas Vēstnesis” (“Herald of Latvia)” (reduced costs related to publication of information in “Latvijas Vēstnesis” (“Herald of Latvia), as well as reduced time required for announcing the records of Commercial Register).

 Currently the fee for announcing records of the Register of Enterprises is set in accordance with the regulations of the CoM adopted on December 27, 2002 No. 599 “Regulations on the amount of fees for announcing the records of the Register of Enterprises and procedure for collection thereof”. According to these Regulations the maximum amount is LVL 24 for registration of new company. The Ministry of Justice has prepared the draft law on Official publications envisaging official state electronic publications from July 1, 2011. By stopping to publish the official newspaper “Latvijas Vēstnesis” (“Herald of Latvia) in paper form and introducing official electronic publication, the costs related to announcing records of the Register of Enterprises are planned to be reduced by approximately 20 %. By ensuring only electronic data processing of the records of the Register of Enterprises and transfer of the information to be published to “Latvijas Vēstnesis” (“Herald of Latvia) ,the costs of publishing such information are likely to be reduced even more. 
Currently the State LL C “Latvijas Vēstnesis” (LLC “Herald of Latvia) is technically ready to transfer to official electronic publishing; however, such changes require amendments to the legal framework.

1. It is necessary to submit the draft law on Official publications to the CoM to give up the official newspaper “Latvijas Vēstnesis” (“Herald of Latvia) in paper form and introduce official electronic publication, thus reducing the costs related to announcing records of the Register of Enterprises by approximately 20 %.

Electronic publications in “Latvijas Vēstnesis” (“Herald of Latvia) will reduce costs of Latvian entrepreneurs related to starting a business and improve the rank of Latvia in the field by 6 positions (to 47th place) in the Doing Business evaluation and by 1 position (to 23rd place) in the overall evaluation.
This issue has been recognized as problem and included in the proposals for supervision of enterprise in the functional audit of the State Chancellery.
	01.04.2011.
	MoJ
	To submit the draft law on Official publications to the CoM in order to ensure implementation of official electronic publications and to give up the official newspaper “Latvijas Vēstnesis” (“Herald of Latvia) in paper form and thus reducing the costs related to announcing records of the Register of Enterprises by approximately 20 %. 
	Draft regulatory preparation within the framework of MoJ budget.

	1.5. Removing requirement for mandatory issuing of registration certificate of enterprise or its branch in paper form and submission to respective institutions.

Registration of enterprise or its branch is confirmed by corresponding record in the Commercial Register that is entered once the state notary has made such a decision and actual information on the particular enterprise or its branch is confirmed by corresponding record in the Commercial Register or documents accompanying the file of the enterprise. Therefore the issuing of registration certificate has no legal importance. Moreover, any person has right to get acquainted with records of the Commercial Register and documents submitted to the institution of the Commercial Register. 

It is necessary to make amendments to the laws and regulation ensuring that state and municipal institutions do not request the enterprise to submit the paper form of the registration certificate, as well as ensuring that the paper registration certificates are not used in civil exchange:
1. to submit for consideration to CoM the draft protocol decision and informative report “On further action regarding regulation on issuing registration certificate of legal entities only at written request thereof”, envisaging further action of ministries according to their competence to remove the requirement for mandatory issue of registration certificate of legal entities in paper form as of 2012; 

2. to make amendments to corresponding laws and regulations envisaging that from January 1, 2012 the state and municipal institutions shall not request the legal entities to present the registration certificate, submit copy thereof or present data given in the registration certificate.

This issue has been recognized as a problem and included in the proposals for supervision of enterprise in the functional audit of the State Chancellery.
	1. 01.03.2011.
2. 31.12.2011.
	1.MoJ, RE, in cooperation with MoE, MoF
2. Responsible ministries and their subordinated institutions 
	1. To submit for consideration to CoM the draft protocol decision and informative report “On further action regarding regulation on issuing registration certificate of legal entities only at written request thereof”, envisaging further action of ministries according to their competence to remove the requirement for mandatory issue of registration certificate of legal entities in paper form as of 2012. 

2. To submit the amendments to corresponding laws and regulations envisaging that from January 1, 2012 the state and municipal institutions shall not request the legal entities to present the registration certificate, submit copy thereof or present data given in the registration certificate to the CoM in accordance with the specified procedure.
	Draft regulatory preparation within the framework of MoJ, RE, MoE, MoT, MoF budgets.

	Action direction in order to fulfil the objective:
	2. Construction process

	2.1. Reducing time required for planning and architectural process 
Currently the Paragraph 35 of the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” sets down a term of 30 days from the receipt of application for preparation and issue of technical requirements, which makes the planning and architectural process of economic activities considerably difficult for entrepreneurs. 

Doing Business 2011 shows that it requires 45 days from the receipt of application to obtain planning and architectural order (according to information submitted by experts and entrepreneurs of the sectors). 

1. It is necessary to reduce the term set down in the Paragraph 35 of the Regulations of the CoM of 01.04.1997. No. 112 “General Construction Regulations” for preparation and issue of technical requirements from 30 days to 10 days thus reducing the time required for planning and architectural process by 20 days.
	01.04.2011.
	MoE
	To submit amendments of the CoM to the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” in accordance with the specified procedure envisaging a term for consideration of registration card 10 business days from the receipt of application.
	Draft regulatory preparation within the framework of MoE budget.

	2.2. Reducing the time required to obtain technical requirements from: 

1) the Regional Environmental Department of the State Environmental Service; 

2) electricity provider; 

3) water supply and sewerage company;

4) telephone company. 

Currently the Paragraph 42 of the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” (technical requirements for connection in the Chapter 3 of Annexes 2 and 2.1 to these regulations) sets down a term of 30 days from the receipt of application for preparation and issue of technical requirements. Technical requirements are obtained from the Regional Environmental Department of the State Environmental Service, electricity provider, water supply and sewerage company and telephone company. 

Doing Business 2011 shows that it requires 28 days from the receipt of application to prepare and issue technical requirements (according to information submitted by experts and entrepreneurs of the sectors). 

1. It is necessary to reduce the term set down in the Paragraph 42 of the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” for obtaining each technical requirement from the Regional Environmental Department of the State Environmental Service, electricity provider, water supply and sewerage company and telephone company from 30 days to 10 business days thus reducing the time required for planning and architectural process by 20 days.

Overall, the term for obtaining 4 technical regulations would be fastened by 80 days (from 120 to 40) and ensure the rise in the rank of Latvia in the field by 25 positions (to 54th place) in the Doing Business evaluation and by 3 positions (to 21st place) in the overall evaluation.
	01.04.2011.
	MoE
	To submit amendments of the CoM to the Regulations of the CM of 01.04.1997 No. 112 “General Construction Regulations” in accordance with the specified procedure envisaging a term for preparation and issue of technical requirements 10 business days (from the receipt of application) from: 

1) the Regional Environmental Department of the State Environmental Service; 

2) electricity provider; 

3) water supply and sewerage company;

4) telephone company.
	Draft regulatory preparation within the framework of MoE budget.

	2.3. Reducing the term for approval of building design 
Currently the Paragraph 112 of the Regulations of the CM of 01.04.1997 No. 112 “General Construction Regulations” states that prior to the commencement of construction work a client shall obtain a construction permit. Yet, the Paragraph 102 of this law sets down a term of 30 days for making a decision to approve the building design.

Also Doing Business 2011 shows that it requires 30 days from the receipt of application to obtain approval of the building design (according to information submitted by experts and entrepreneurs of the sectors). 

1. It is necessary to reduce the term set down in the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” for obtaining the approval of building design from 30 days to 10 days.
This would reduce the obtaining process of approval of the building design by 20 days and ensure the rise in the rank of Latvia in the field by 7 positions (to 72nd place) in the Doing Business 2011 evaluation and by 1 position (to 23rd place) in the overall evaluation.
	01.04.2011.
	MoE
	To submit amendments of the CoM to the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” in accordance with the specified procedure envisaging a term for making a decision to approve the building design 10 business days.
	Draft regulatory preparation within the frameworks of MoE budget.

	2.4. Reducing the term for issuing a construction permit 
Currently the Paragraph 112 of the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” states that prior to the commencement of construction work a client shall obtain a construction permit. However, these regulations set no term for issuing the construction permit. Therefore the term for issuing the construction permit is set according to the terms laid down in the Administrative Procedure Law.
Doing Business 2011 shows that it actually requires 14 days to obtain the construction permit (according to information submitted by experts and entrepreneurs of the sectors).
1. It is necessary to set down term set down for issuing the construction permit 5 business days in the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations”.
By setting a term of 5 business days for issuing the construction permit, the required time would be reduced by 9 days and ensure the rise in the rank of Latvia in the field by 4 positions (to 75th place) in the Doing Business 2011 evaluation and by 1 position (to 23rd place) in the overall evaluation.
	01.04.2011.
	MoE
	To submit amendments of the CoM to the Regulations of the CoM of 01.04.1997 No. 112 “General Construction Regulations” in accordance with the specified procedure envisaging a term for issuing the construction permit 5 business days.
	Draft regulatory preparation within the frameworks of MoE budget.

	2.5. Promoting availability of e-services – Project “Development of Construction Information System” 
(3DP/3.2.2.1.1/08/IPIA/IUMEPLS/004) 

This will ensure electronic exchange of construction documentation, needs of an enterprise for information on construction processes, single approach to decision making and common interpretation of laws in Latvia. The system guarantees access to all documents and information of state information systems related to particular building that are necessary for customers and construction supervising institutions – local construction boards, the Ministry of Economics. CIS envisages electronic documents and electronic communication among supervising institutions, customer and construction company.

1. It is necessary to ensure implementation of the Construction Information System and transfer the textual and spatial data to the State information systems under supervision of the SLS in accordance with the conception for cadastral survey of buildings.
	1. 31.12.2011.
2. 30.06.2012.
	1. MoE
Construction board (local municipality) 

MoEPRD, SRDA 

2. MoJ, SLS, SRDA, MoE, Construction board, MoEPRD

	1.  To ensure implementation of the Construction Information System.

2. To transfer the textual and spatial data to the State information systems under supervision of the SLS in accordance with the conception for cadastral survey of buildings.

	

	2.6. Development of the 1st stage of the Territory Planning Information System (TPIS) 

The TPIS ensures storage of national level territory planning documents, development strategy and development programme of planning region, local documents – development strategy of local municipality, development programme, territory plan, local plan and detailed planning, as well as maintenance of textual and graphical data of all level thematic planning, data collection from other state information systems, supports territory planning process and public discussions. A new service “Information on permitted use of real property according to local territory planning” is planned to be available for all interested people.

The TPIS ensures a tool to restore information on the use of land by making compatible geospatial data of different state registers, including the Construction Information System. In the result of the system implementation, the enterprise will receive a solution for easy searching and receiving the necessary geospatial information through interactive map and different territory planning documents, submit proposals, and participate in public discussions. Thus improving the access to the information on territory planning possibilities and restrictions, as well as ensuring credible information.

TPIS is planned to be implemented at 3 stages: 1st stage – 4th quarter of 2011; 2nd stage – 4th quarter of 2012; 3rd stage – 4th quarter of 2013.

Necessary:

1. to carry out the following activities within the 1st stage of the TPIS implementation: 

1) introducing the TPIS trial in five local municipalities; 

2) developing legal base of the TPIS operation and prepared proposals for legal framework. 

2. within the framework of the TPIS:
1) to integrate the TPIS with other state information systems;

2) to develop e-service “Information on permitted use of real property according to local territory planning”.
	1. 31.12.2011.
2. 31.12.2012.
	1. MoEPRD SRDA, MoJ, SLS
2. MoEPRD, SRDA, MoJ, LRO
	1. To carry out the following activities within the 1st stage of the TPIS implementation: 

1) Introducing the TPIS trial in five local municipalities; 

2) Develop legal base of the TPIS operation and prepared proposals for legal framework. 

2. Within the framework of the TPIS:
1) to integrate the TPIS with other state information systems;

2) to develop e-service “Information on permitted use of real property according to local territory planning”.
	

	Action direction in order to fulfil the objective:
	3. Registration of property 

	

	3.1. Introducing one stop shop principle in registration of property data and corroboration of the title 
In order to register a real property in the Land Register any physical and legal entity shall address at least two institutions:

· the State Land Service – to register the real property object;

· the Land Register – to corroborate the title to the real property object.

At the same time it should be noted that physical and legal entity are required to visit two institutions – the State Land Service and the Land Register – only in case it is necessary to identify the object of real property and to register data or changes in the Cadastre Register:

· the real property is first entered in the Land Register;

· the real property is divided into several properties or merged into one property;

· the structure of the real property is changed (construction or demolition of buildings).

By observing the basic principles for implementation of one stop shop principles, possibility in cases specified by law to update the data of the National Real Estate Cadastre Information System and of the Sate Unified Computerised Land Register by obtaining the data mutually without involving the owner of the real property will make it significantly easier for the enterprise or any other physical or legal entity to complete the registration of real property and corroboration of title to the real property and reduce the related costs. 

1. It is necessary to make amendments to corresponding laws and regulations envisaging that the data of the National Real Estate Cadastre Information System and of the Sate Unified Computerised Land Register are updated by obtaining data mutually without involving the owner of the real property.

The one stop shop principle in registration of property data and corroboration of the title will improve the rank of Latvia in the Doing Business rating and reduce the time and costs required for the owner of real property to complete all formalities.

 This issue has been recognized as problem and included in the proposals for supervision of enterprises in the functional audit of the State Chancellery.
	01.08.2011.
	MoJ, SLS, LRO
	To submit amendments of CoM to respective regulations envisaging that the data of the National Real Estate Cadastre Information System and of the Sate Unified Computerised Land Register by obtaining the data mutually without involving the owner of the real property in accordance with the specified procedure.
	Draft regulatory preparation within the framework of MoJ, SLS, LRO budgets.

	Action direction in order to fulfil the objective:
	4.Protection of investor rights 
	

	4.1. Improving legal rights to execute transactions
According to the Paragraph 301 of the Commercial Law a board of directors is the executive institution of a company, which manages and represents the company, supervises and manages the affairs of the company and is responsible for the commercial activities of the company. The board of directors administers the property of the company and acts with its means according to the laws, the articles of association and decisions of meetings of shareholders.

The Paragraph 309 of this Law stipulates that in case there is a conflict of interest among the company and a member of the board, his or her spouse, relative or in-laws, counting kinship up to the second degree and affinity up to the first degree, the issue shall be decided at a meeting of the board, where the concerned member of the board has no voting rights, and this is noted in the minutes of the meeting of the board. A member of the board has a duty to notify of such interests before the beginning of the meeting of the board. A member of the board who violates this requirement is liable for losses incurred to the company.

Doing Business 2011 gives 2 points for the legal rights in conclusion of transactions. In order to get the maximum 3 points, it is necessary to envisage that in case the meeting of members makes a decision within the competence of the board, those members having the conflict of interest have no voting right.

1. It is necessary to make amendments to the Commercial Law envisaging that in case the meeting of members makes a decision within the competence of the board, those members having the conflict of interest have no voting right.
By ensuring implementation of the abovementioned measure, the rank of Latvia would be increased by 15 positions (from 59th place to 44th place) and by 3 positions (from 24th place to 21st place) in the evaluation of the Doing Business 2011 indicators.
	01.09.2011.
	MoJ
	To submit amendments of the CoM to the Commercial Law in accordance with the specified procedure envisaging that in case the meeting of members makes a decision within the competence of the board, those members having the conflict of interest have no voting right. 
	Draft regulatory preparation within the framework of MoJ budget.

	4.2. Submitting complete information on transactions 
The Commercial Law imposes restrictions on the members of the board, but the Doing Business case applies to the majority shareholder of the company involved in the transaction (concern right). According to the Paragraph 309 of the Commercial Law a member of the board as the majority shareholder is obligated to notify of interest conflict.

Doing Business 2011 gives 1 point for the legal rights in conclusion of transactions. In order to get 2 points in the Doing Business rating, it is necessary to oblige the majority shareholder to submit complete information on transaction.

1. It is necessary to make amendments to the Commercial Law envisaging that a member of the board who is also the majority shareholder must inform the other members of the board not only on the interest conflict but also in the terms of the transaction.
Implementation of the abovementioned measure will increase the rank of Latvia by 15 positions (from 59th place to 44th place) and by 3 positions (from 24th place to 21st place) in the evaluation of the Doing Business 2011 indicators.
	01.09.2011.
	MoJ
	To submit amendments of the CoM to the Commercial Law in accordance with the specified procedure obligating a member of the board who is also the majority shareholder must inform the other members of the board not only on the interest conflict but also in the terms of the transaction.
	Draft regulatory preparation within the framework of MoJ budget.

	4.3. Ensuring transparency of transactions executed by enterprise who are members of the board in the involved enterprises 
Doing Business 2011 gives 1 point for transparency criteria regarding description of transactions executed by the members of the board. In order to get maximum 2 points, the Commercial Law must envisage a provision for submission of complete and detailed information on transactions obligating the member of the board to submit complete and detailed information on important facts regarding the interests in the Buyers – Sellers transaction to the board.

If the laws and regulations of Latvia would require approval of the board regarding transactions of involved parties (for example, the member of the board is involved in both companies that conclude the transaction) that constitute below 15 % of the assets of the enterprise and approval of members if over 15 %, the rank of Latvia in the international rating would be significantly improved.
Necessary:
1. to make amendments to the Commercial Law envisaging a provision to submit complete and detailed information on transactions obligating the member of the board to submit complete information on important facts regarding the conflict of interests to the board (including if the member of the board is majority shareholder of the company involved in the transaction);
2. to make amendments to the Commercial Law envisaging an approval of the board regarding transactions of involved parties that constitute below 15 % of the assets of the enterprise and approval of members if over 15 %.
Implementation of the abovementioned measure will increase the rank of Latvia by 15 positions (from 59th place to 44th place) and by 3 positions (from 24th place to 21st place) in the evaluation of the Doing Business 2011 indicators.
	1.01.09.2011.
2. 01.09.2011.
	MoJ
	1. To submit amendments of the CoM to the Commercial Law in accordance with the specified procedure envisaging a provision to submit complete and detailed information on transactions obligating the member of the board to submit complete information on important facts regarding the conflict of interests to the board (including if the member of the board is majority shareholder of the company involved in the transaction).

2. To submit amendments of the CoM to the Commercial Law in accordance with the specified procedure envisaging an approval of the board regarding transactions of involved parties that constitute below 15 % of the assets of the enterprise and approval of members if over 15 %.

	Draft regulatory preparation within the framework of MoF, MoJ budgets.

	4.4. Ensuring inspection of external auditor before the transaction involving conflict of interests concluded by a quoted joint stock company enters into force 
Doing Business 2011 gives 0 points, indicating that Latvia has failed to ensure possibility to involve external institutions in transactions concluded by quoted joint stock companies and provide their evaluation before the transaction is concluded.

By ensuring that an external institution inspects the transaction before it is concluded, Latvia will get 1 point in the field of investor protection of Doing Business rating.

Necessary: 
1. to evaluate possibility to ensure inspection of external auditor before the transaction involving conflict of interests concluded by a quoted joint stock company enters into force;
2. to make amendments to the Financial Instrument Market Law including a provision for inspection of external auditor of quoted joint stock companies and transaction involving conflict of interests.

Implementation of the abovementioned measure will increase the rank of Latvia by 15 positions (from 59th place to 44th place) and by 3 positions (from 24th place to 21st place) in the evaluation of the Doing Business 2011 indicators.
	1. 01.04.2011.
2. 01.10.2011.
	MoF, FCTC
	1. To submit a report with evaluation of possibility to carry out inspection of external auditor to ensure that transaction involving conflict of interests concluded by a quoted joint stock company enters into force to the CoM in accordance with the specified procedure.

2. To submit amendments of the CoM to the laws and regulations including provision for inspection of external auditor of quoted joint stock companies and transaction involving conflict of interests in accordance with the specified procedure after consideration of the abovementioned report containing with evaluation of possibility to carry out inspection of external auditor to ensure that transaction involving conflict of interests concluded by a quoted joint stock company enters into force.
	Draft regulatory preparation within the framework of FCTC, MoJ budgets.

	4.5. Entitling shareholders to hold the manager of the board of an enterprise individually liable for losses incurred to the company during the transaction 
The Paragraph 169 of the Commercial Law defined liability of the members of the board and council:

1) members of the board and council shall perform their duties as would an honest and careful manager; 

2) members of the board and council shall be solidary liable for losses that they have caused to the company;

3) members of the board and council shall not be liable in accordance with Paragraph two of this Section if they prove that they have acted, as would an honest and careful manager; 

4) a member of the board and council shall not be liable for losses caused to the company if he or she has acted in good faith within the framework of a lawful decision of the meeting of shareholders. The fact that the council has approved the actions of the board of directors shall not release the members of the board of directors from liability to the company.

The Paragraph 287 of this Law stipulates that the following may bring an action in court to declare a decision taken by a meeting of stockholders as void: 
1) the council, the board of directors or individual members of these institutions, as well as the auditor; 
2) any stockholder (if the decision is against the aims of society, public interests of good will, offends third parties and is against law or articles of association) if he or she has voted against the disputed decision and have requested this to be recorded in the minutes, but if the voting was by secret ballot – has objected to the disputed decision and has requested this to be recorded in the minutes, etc.

The Paragraph 172 of this Law obligates the company to bring an action against the founders, members of the board or council if this is requested by the minority of members (1/10 of participation in the equity capital – LVL 50,000).

The Paragraph 29 of the Law on Group of Companies sets the limits to exercising the decisive influence:

1) if no management contract has been concluded, a dominant undertaking may not use its influence to induce a dependent company to conclude a disadvantageous transaction or carry out another disadvantageous measure unless the losses incurred as a result of such transaction or measure are reimbursed;
2) if the losses above are failed to be actually reimbursed during the accounting year, a dominant undertaking shall, until the end of the accounting year in which such losses have been incurred, inform in writing a dependent company when and in what way the losses are to be reimbursed, granting the dependant company relevant rights to claim.

Doing Business 2011 gives 0 points for right of shareholders to hold manager of or the board individually liable for losses incurred to the company during the transaction because it has been identified that in the particular case, because it is identified that in the particular case, the interested party (member of the board or council) is liable for losses caused to the company thus affecting other member of the board, however, other members of the board are liable for losses caused to the company due to their negligence. It means that current laws defines solidary liability of the board for losses caused to the company but fails to hold members of the board individually liable for such transaction concluded in the result of his/her act/omission that itself is unlawful – unfair or prejudicial to the interest of the company other shareholders. 

Implementation of the abovementioned measure will give 2 points for this Doing Business indicator instead of existing 0 points.

1. It is necessary to make amendments to the Commercial Law entitling the shareholders to hold the manager or the board of the company liable for losses incurred to the company during the transaction and the transaction itself is unlawful – unfair or prejudicial to the other shareholders. 

Implementation of the abovementioned measure will increase the rank of Latvia by 15 positions (from 59th place to 44th place) and by 3 positions (from 24th place to 21st place) in the evaluation of the Doing Business 2011 indicators.
	01.09.2011.
	MoJ
	To submit amendments of the CoM to the Commercial Law in accordance with the specified procedure entitling the shareholders to hold the manager or the board of the company liable for losses incurred to the company during the transaction and the transaction itself is unlawful – unfair or prejudicial to the other shareholder.


	Draft regulatory preparation within the framework of MoJ budget.

	4.6. Entitling the court to void the transaction upon a successful claim of the shareholders if this causes no extra burden on further business 
The economic activity of the enterprise can be limited or suspended only due to fraud or abuse of the seller. However, according to the Civil Law there are specific situations when the transaction may be declared invalid, for example, if the transaction is illegal, it is antireligious, immoral or the transaction has been executed to avoid legal acts or it is a mistake.

Doing Business 2011 gives 1 point of two, indicating that Latvia has failed to ensure possibility for court to evaluate validity of the transaction if it is prejudicial to the other shareholders and involves interest conflict. 

1. It is necessary to make amendments to the Commercial Law envisaging inclusion of a provision regulating the activity of the company (including groups of companies) that entitles the court to void the transaction upon a successful claim of the shareholders if this causes no extra burden on further business.
Implementation of the abovementioned measure will increase the rank of Latvia by 15 positions (from 59th place to 44th place) and by 3 positions (from 24th place to 21st place) in the evaluation of the Doing Business 2011 indicators.
	01.09.2011.
	MoJ
	To submit amendments of the CoM to the Commercial Law in accordance with the specified procedure inclusion of a provision regulating the activity of the company (including groups of companies) that entitles the court to void the transaction upon a successful claim of the shareholders if this causes no extra burden on further business. 
	Draft regulatory preparation within the framework of MoJ budget.

	Action direction in order to fulfil the objective:
	5. Tax administration 

	

	5.1. Improving skills of entrepreneurs to submit declarations of VAT taxation period in the EDS 
Since 01.01.2011 enterprises have to submit declarations electronically to the SRS via the EDS thus significantly reducing the time required to fill in the declarations. Doing Business 2011 shows that so far filling in VAT reports has imposed a huge burden on entrepreneurs – VAT formalities take 97 hours per year. For comparison – it takes 37 hours per year in Estonia. Yet, in order to ensure efficient operation of the abovementioned instruments, it is necessary to inform entrepreneurs on the use of EDS for preparation of VAT reports.
Necessary:

1. to prepare “step-by-step” description (methodological guidance) for filling in declarations of VAT taxation period in the EDS;
2. to ensure training of the use of EDS for entrepreneurs, including preparing declarations of VAT taxation period in the EDS thus improving the skills of entrepreneurs in accounting management.

The methodological guidance or “step-by-step” descriptions on filling in the declarations of VAT taxation period in the EDS and training of entrepreneurs in using the EDS will reduce the time required to prepare declaration of VAT taxation period by 60 hours from 97 to 37 hours per year and ensure rise in the rank of Latvia by 8 positions (to 51st place) in the field of tax administration and by 1 position (to 23rd place) in the overall evaluation of Doing Business 2011 indicators.
	1.01.05.2011.
2.31.12.2011.
	MoF, SRS
	1. To prepare “step-by-step” description (methodological guidance) for filling in declarations of VAT taxation period in the EDS.

2. To ensure training of the use of EDS for entrepreneurs, including preparing declarations of VAT taxation period in the EDS thus improving the skills of entrepreneurs in EDS.
	Preparation of information within the frameworks of MoF, SRS budget.

	5.2.Improving skills of entrepreneurs to submit declaration of MSSIC and PIT in the EDS 
Doing Business 2011 shows that it takes the most time to prepare the declaration of MSSIC and PIT and pay the tax within the field of tax administration requires. Doing Business 2011 indicates that the administration requirements of MSSIC take 165 hours.

Since January 1, 2011 enterprise have to submit declarations electronically to the SRS via the EDS thus significantly reducing the time required to fill in the declarations. Yet, in order to ensure efficient operation of the abovementioned instruments, it is necessary to inform entrepreneurs on filling in the declarations of MSSIC and PIT.

Necessary:

1. to prepare “step-by-step” description (methodological guidance) for filling in declarations of MSSIC and PIT in the EDS;
2. to ensure training of the use of EDS, including preparation of for entrepreneurs, including preparing declarations of MSSIC and PIT in the EDS thus improving the skills of entrepreneurs in accounting management.

 The methodological guidance or “step-by-step” descriptions on filling in the declaration of MSSIC and PIT in the EDS will reduce the time required to prepare declaration of MSSIC and PIT and ensure rise in the rank of Latvia by 24 positions (to 35th place) in the field of tax administration and by 2 positions (to 22th place) in the overall evaluation of Doing Business 2011 indicators.
	1.01.05.2011.
2.31.12.2011.
	MoF, SRS
	1. To prepare “step-by-step” description (methodological guidance) for filling in declarations of MSSIC and PIT in the EDS.

2. To ensure training of the use of EDS, including preparation of for entrepreneurs, including preparing declarations of MSSIC and PIT in the EDS thus improving the skills of entrepreneurs in accounting management.
	Preparation of information within the frameworks of MoF, SRS budget.

	Action direction in order to fulfil the objective:
	6. Trading across-borders (customs)
	

	6.1. Reducing the time required for customs clearance 

The customs clearance regulation of the State Revenue Service is the SRS internal regulation that is planned to be approved in 2011. The customs clearance regulation defines basic principles of customs clearance and customs control to be observed by all officials of the customs. The draft customs clearance regulation developed by the State Revenue Service envisages the minimum required time for customs clearance – 10 minutes, average – 125 minutes, maximum – 240 minutes for export or import if all required documents are submitted for customs clearance and goods are declared; these terms conform to the actual time. 

Doing Business 2011 shows that customs clearance and technical control takes 10 days.

Therefore it is necessary to introduce a single customs clearance regulation thus significantly reducing the time required to cargo clearance and fastening the customs clearance process. In order to ensure faster customs procedures, it is necessary to create centralized customs areas that offer services twenty four hours a day seven days a week.

Necessary:

1. to approve the SRS internal regulation on customs clearance envisaging the minimum time for customs clearance 10 minutes, average – 125 minutes, maximum – 240 minutes for export or import.

2. to create centralized customs areas that offer services twenty four hours a day seven days a week.

By implementing the customs clearance regulation, all customs institutions of Latvia will adopt the good practice and reduce the time required for customs clearance, as well as ensure rise of Latvia in the field of trans-border trade by 4 positions (to 12th place) and by 1 position (to 23rd place) in the overall evaluation of the Doing Business 2011 indicators.
	1. 01.06.2011.
2. 01.07.2011.
	MoF, SRS
	1. To approve the SRS internal regulation on customs clearance envisaging the minimum time for customs clearance –10 minutes, average – 125 minutes, maximum – 240 minutes for export or import.

2. To create centralized customs areas that offer services twenty four hours a day seven days a week.
	Draft regulatory preparation and internal regulatory preparation within the frameworks of MoF, SRS budget.

	6.2. Implementing the Project “International Freight Logistics and Port Information System” (IFLPIS) 
The following e-services are planned to be introduced within the framework of the project:

1) submission of and delivery of standardized information and documents to participants involved in the international freight process, via user interface;

2) submission of and delivery of standardized information and documents to participants involved in the international freight process, via system-level-interface;

3) information on cargo status, statistical reports.

The main benefits of the IFLPIS application will be implementation of “one stop  shop principle in the field of cargo freight thus facilitating submission of documents and preventing overlapping information. The time required to register international cargos will be also reduced as the information can be submitted electronically.
Necessary:
1. to submit the “International Freight Logistics and Port Information System” to the CoM for approval to ensure launching implementation of “one stop shop” principle in the field of cargo freight;
2. to ensure implementation of the planned project International Freight Logistics and Port Information System” and e-services included therein.
Implementation of the abovementioned measure will ensure simplified and faster customs clearance procedures for entrepreneurs, as well as ensure rise the rank of Latvia by 4 positions (to 12th place) in the field of trans-border trade and by 1 position (to 23rd place) in the overall evaluation of the Doing Business 2011 indicators.
	1.01.03.2011.
2.31.12.2013.
	MoT
	1. To develop and submit the draft decree “On Description Conception of the International Freight Logistics and Port Information System Operation” to the CoM for approval to ensure launching implementation of “one stop shop” principle in the field of cargo freight.

2. To ensure implementation of the planned project International Freight Logistics and Port Information System” and e-services included therein.


	

	Action direction in order to fulfil the objective:
	7. Enforcing contracts 
	

	7.1. Ensuring e-services in legal procedures 
The Courts Administration implements the individual project of the cooperation programme between Latvia and Switzerland “Modernization of Courts in Latvia” that envisages development of Court data distribution system and software add-ons of the Court information system. 

So far the project “Modernization of Courts in Latvia” has focused on the planned installation of video and audio equipment in Latvian courts, yet, the project envisages also other equally important activities that will ensure clear communication between the public and the courts and more simple access to information on interesting issues for every person who meets the court system – i.e. e-services, use of internet to obtain information, as well as other services that facilitates access to the courts.

Once the project will be completed, the parties involved in legal proceedings will not be required to attend the court in person to get acquainted with decision on his/her case as it can be done on the internet – it will be possible to get information on all decision regarding the particular case, but the person will be required to attend the court only to receive copy of the decision to be submitted to any other institution. It will be possible to get acquainted with the case-law as well.

One of the directions of the individual project of the cooperation programme between Latvia and Switzerland “Modernization of Courts in Latvia” is development of common framework for documents. Common samples available on the internet will ensure good practice for preparing applications thus making it significantly easier for applicants to prepare documents. 

Also, one of the e-services in this field is possibility to submit specific complaints and applications electronically to court using a secure electronic signature.

Complete implementation of E-services and advanced technologies will provide such advantages as faster communication with court institutions, significantly reduces expenses, improved access to courts, and much broader opportunities to get acquainted to case-law. 

1. It is necessary to continue implementation of the project “Modernization of Courts in Latvia” thus ensuring possibility to receive decisions electronically, develop common samples and other electronic services.
	30.12.2012.
	MoJ
	To implement of the project “Modernization of Courts in Latvia” thus ensuring possibility to receive information regarding decisions on the internet, develop common samples of documents and other electronic services.
	

	Action direction in order to fulfil the objective:
	8.Employing workers
	

	8.1. Development of proposals to strengthen flexicurity principles in employment legal relationships – improving competiveness of the national economy, development of favourable investment environment and promotion of further employment.

One of the Doing Business indicators to be measured is possibilities to conclude an employment contract for a definite period of time. According to the SubParagraph 1 of Paragraph 45 of the Labour Law the term of an employment contract entered into for a definite period of time may not exceed three years (including extensions of the term) if another term has not been specified in another law for the employment contract. For example, the Law on Employment Contracts of Estonia (in force since July 1, 2009), just like the Labour Law of Latvia, sets a principle to conclude an employment contract for an indefinite period of time except for individual cases when conclusion of an employment contract for a definite period of time has justified reasons arising out of the nature of the work, especially regarding temporary increase in the amount of work or seasonal works. Such employment contract must be concluded for a definite period of time not exceeding 5 years. The term of an employment contract concluded for a definite period of time may not exceed 5 years also in Lithuania. By extending the maximum term of a temporary employment contract, Latvia will improve its indications in the Doing Business index. The Doing Business also measures regulations on salary, payment for overtime hours, night work and other criteria. Therefore it is necessary to evaluate the regulation and develop proposals for strengthening flexicurity principles thus balancing interests of employers and employees. 

1. It is necessary to submit an informative report on proposals for proposals for strengthening flexicurity principles in the employment legal relationships to the CoM in accordance with the specified procedure.

In the result of implementation of the measure above, Latvia will improve its indicator in the Doing Business 2012 index among other invariable indicators.
	30.09.2011.
	MoW
	It is necessary to submit an informative report on proposals for proposals for strengthening flexicurity principles in the employment legal relationships to the CoM in accordance with the specified procedure.
	Draft regulatory preparation within the frameworks of MoW budget

	Action direction in order to fulfil the objective:
	9.Getting electricity 
	

	9.1. Reducing deadline for development of technical requirements for electricity system connection 
The Paragraph 16 of the Regulations of the CM No. 1024 adopted on November 1, 2010 “Procedure for Construction of Electricity Transmission and Distribution Buildings” stipulates that a simplified technical project shall be developed for construction or reconstruction of electrical power network of technical project is the nominal voltage of electrical power network is below 110 kV and the length of electric line is below 1000 meters. 

The Paragraph 7 of the “Regulations of system connection for electricity system participants” approved by the Decision No. 74 of the PUC made on April 4, 2009 obligates the system operator to issue clear and technically reasonable requirements specifying the connection point and technical requirements for connection to the user of the system a term of 30 days from the receipt of application.

1. It is necessary to make amendments to the Paragraph 7 of the “Regulations of system connection for electricity system participants” approved by the Decision No. 74 of the PUC made on April 1, 2009 envisaging a term of 10 days instead of existing 30 days for development of technical requirements in case of simplified technical project.
Reduced term for development of technical requirements in case of simplified technical project will reduce the total time required to complete procedures in Latvia by 20 day in the Doing Business indicator for electricity connection. 
	01.05.2011.
	MoE, PUC
	To make amendments to the Paragraph 7 of the “Regulations of system connection for electricity system participants” approved by the Decision No. 74 of the PUC made on April 1, 2009 envisaging a term of 10 days for development of technical requirements in case of simplified technical project. 
	Draft regulatory preparation within the framework of MoE and PUC budgets.

	Action direction in order to fulfil the objective:
	10. Development of e-services 
	

	10.1. Implementation of the project “Improvement of automatic notification exchange system” 

The Regulation of the CoM No. 972 “Regulation on Procedure for Payments to the State Budget and Recognition thereof as received, and Requirements Regarding Use of Online Payment Services to payments to the State Budget” entered into force on October 27, 2010 establishing single procedure that allows state institutions not to request “blue stamps” for paid services, state fees, as well as tax payments.
Within the framework of the project “Improvement of automatic notification exchange system” the e-service “Information on the status of payments to the state budget” is planned to be implemented thus significantly facilitating administrative procedures of entrepreneurs and reducing expenses, as well as ensuring transparent information on payments of entrepreneurs to the state budget without bothering entrepreneurs with a statement to be submitted as confirmation of the paid services, state fees and tax payments.

1. It is necessary to make the e-service “Information on the status of payments to the state budget” available from January 1, 2012.
	01.01.2012.
	MoF, State Treasury 
	To make the e-service “Information on the status of payments to the state budget” available from January 1, 2012.
	

	10.2. Promoting availability of e-services – develop a section for entrepreneurs in the joint state and municipal e-services portal www.latvija.lv 
Implementation of the one stop shop– common request for environmental information regarding services related to starting up and doing business must be ensured within the framework of the project.

The abovementioned measure is planned to be implemented within the framework of the project “Development of e-services and infrastructure thereof”.

(3DP/3.2.2.1.1/08/IPIA/IUMEPLS/017)

1. It is necessary to make one stop shop available to entrepreneurs so that they could obtain detailed and accurate information on the required administrative formalities and possibilities to perform the required procedures electronically together in the same place. 
	30.06.2012.
	MEPRD, SRDA
	To make one stop shop available to entrepreneurs – implementation of the one stop shop– common request for environmental information regarding services related to starting up and doing business (give citizens and entrepreneurs an opportunity to request information and consultations on issues related to doing business on the portal www.latvija.lv), incl., development of guidance maps.
	

	10.3. Preparing regulatory enactments necessary to implement the one stop shop principle 
In order to develop legal framework of virtual one stop shop and the portal www.latvija.lv and to ensure procedure for entry, updating and exchange of information necessary to support state and municipal services in the Public Services Directory, corresponding draft regulatory enactments have to be prepared.

1. It is necessary to draw draft regulatory enactments stipulating legal framework of virtual one stop shop and the portal www.latvija.lv, and establishing procedure for one stop shop principle to entry, updating and exchange of information necessary to support state and municipal services in the Public Services Directory.
	01.10.2012.
	MoEPRD 

in cooperation with the responsible sectoral ministries
	To submit draft regulatory enactments to the CoM stipulating legal framework of virtual one stop shop and the portal www.latvija.lv, and establishing procedure for one stop shop principle to entry, updating and exchange of information necessary to support state and municipal services in the Public Services Directory in accordance with the specified procedure.
	Draft regulatory preparation within the framework of budgets of responsible sectoral ministries. 

	10.4. Implementing pilot project of one stop shop principle in the pilot project for testing limited scope of services in rendering state and municipal services to test limited scope of services
The MoEPRD in cooperation with respective responsible sectoral ministries and their subordinated institutions plans to implement pilot project of one stop agency principles in rendering state and municipal services to test limited scope of services at least in one local municipality.

1. It is necessary to implement pilot project of one stop shop principles in rendering state and municipal services to test limited scope of services at least in one local municipality.


	31.12.2011.
	MoEPRD in cooperation with the responsible sectoral ministries 
	To implement pilot project of one stop shop principles in rendering state and municipal services to test limited scope of services at least in one local municipality.
	

	10.5. Guidance for entrepreneurs in particular business processes of Doing Business 
In order to make it easier for entrepreneurs to understand the specific character of regulations in particular business field and related requirements by ensuring transparency and predictability thereof and taking into consideration also main business processes evaluated in the Doing Business, it is necessary to describe the typical scenario for entrepreneurs according to the Doing Business methodology and prepare instructions on possibilities to complete the required procedures electronically 
Entrepreneurs need not only description of separate services, but also detailed and comprehensive description of situation on different business process important to the entrepreneurs, including services of different institutions and this providing clear and collected information on administrative formalities in the respective business stage irrespective of institution responsible for the service rendering.

Necessary:

1. to describe typical scenario for entrepreneurs taking into consideration business processes and situations given in the Doing Business and prepare instructions on possibilities to complete required procedures electronically;

2. to publish description of business situations in the joint state and municipal e-services portal www.latvija.lv.  


	1. 30.04.2011.
2. 15.05.2011.
	MoEPRD in cooperation with the MoE and all responsible ministries and institutions 
	1. To describe typical scenario for entrepreneurs taking into consideration business processes and situations given in the Doing Business and prepare instructions on possibilities to complete required procedures electronically.

2. To publish description of business situations in the joint state and municipal e-services portal www.latvija.lv.  


	

	10.6. Electronic submission and receipt of documents 
To simplify procedure for entrepreneurs regarding applying for and obtaining required permits and licenses, by ensuring possibility to request and receive these services electronically thus making it easier for entrepreneurs to complete administrative procedures and achieving reducing the number of institutions to be visited, as well as time spent in institutions to obtain services necessary for their business activity.
1. It is necessary to make amendments to the special sectoral laws and regulations that in current edition envisage requesting and receiving services in paper format ( to ensure possibility to request and receive licences, accounts, reports, etc. electronically, by amending them).
	31.12.2011.
	All responsible ministries,  SRDA

	To submit amendments of the CoM to the special sectoral laws and regulations that in current edition envisage requesting and receiving services in paper (to ensure possibility to request and receive licences, accounts, reports, etc. electronically, by amending them) in accordance to the specified procedure.
	


On behalf of the Minister for Economics –

The Finance Minister 
Mr. A.Vilks
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