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Activities of the Treasury in 2025

1. Accomplishments in the Execution of the Central Government Budget

Goal of the Operational Direction
To ensure the effective and economic execution of the central
government budget and conformity of the services provided by
the Treasury to financial management best practice.

1.1. Organisation and Enhancement of the Execution of the Central
Government Budget

Within the framework of the State financial management cycle, the Treasury organises
the execution of the central government budget, sets the requirements for the accounting
and bookkeeping of the general government and performs the financial accounting of the
central government budget. The execution of the central government budget is organised
within a single funds account, which is recognised in global practice as the most e ective
financial management method.

The Treasury provides budget execution services to customers in the form of electronic
services: it awards assignations and grants from the general revenue, provides payment
services, prepares State and municipal budget execution and financial reports, as well as
provides information to institutions administering budget payments on taxes, fees paid
and other Central government budget revenue.

Granting and Execution of Assignations

In 2025, to ensure the execution of Central government budget execution, the Treasury
granted assignations in the amount of EUR 17,856.1 million: EUR 13,113.6 million for
the basic budget, and EUR 4742.5 million for the special budget. The assignations were
granted to 165 central government budget institutions in 2291 basic budget and special
budget expenditure accounts.

Automation and Digitisation of the Analysis of the Execution of the Central Government
Budget

In 2025, in order to strengthen the monitoring of the execution of the central government
budget and improve the circulation of data within State administration, central
government budget execution analysis explanations began to be submitted and stored
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electronically via the e-services portal of the Treasury. The solution was implemented

in accordance with Cabinet of Ministers Instruction No 2, ‘Instruction on Analysis of

the Central Government Budget Execution’of 10.04.2018, which requires ministries

and central institutions to provice the Ministry of Finance with information concerning
budget fulfilment analysis, deviations from planned performance indicators, and the
implementation of targeted funding and priority measures. The digitised process makes it
possible to process the data automatically and to store the information in a single location,
reducing the administrative burden. This enables more timely and in-depth analysis of the
execution of the central government budget, for better transparency and more e ective
decision-making. Information about budget execution targets is publicly available on the
Treasury's website (State Budget Fulfilment Analysis) and in the Open data portal.

The institution created an internal chatbot, called ‘Tavs paligs gramatvedibas jautajumos'
(*Your assistant for accounting issues'), in order to streamling the methodological work

in accounting, helping to prepare answers in the field of accounting and preparation of
reports, and supporting employees in navigating the laws and regulations, guidelines and
documents that apply to them.

Customer and Counterparty Analysis

In providing financial services, the Treasury improves its internal control system according
to the requirements pertaining to international and national sanctions, anti-money
laundering, and the prevention of terrorism financing, fraud and corruption. At the same
time, the institution studies its customers and counterparties, and monitors transactions.
In 2025, in order to fully implement its internal control system, the Treasury established an
internal procedure for first-line-of-defence supervision, defining the frequency and scope
of the checks to be carried out, as well as a uniform control checklist (check form).

In ordler to bolster the robustness of State financial management and mitigate compliance
risks, the Treasury conducts control measures aimed at the early identification and
prevention of the provision of financial services that do not comply with sanctions,
anti-money laundering, and the prevention of financing of terrorism and proliferation
requirements. Within the competence of the institution, it identifies signs of suspicious
and unusual transactions that may suggest money laundering or links to terrorist
financing. An automated payment screening tool is used for this purpose, checking
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outgoing and incoming payments against sanctions lists, thus reducing the risk of
circumventing sanctions and providing additional controls for transactions involving
high-risk countries.

The amount and scope of the sanctions set by the European Commission and the USA
substantially increased the number of enhanced payment due diligence checks that
the Treasury performs in order to comply with the laws and regulations and to prevent
possible attempts to circumvent sanctions. In response to the growing cyber security
threats in Europe due to Russian military aggression, the Treasury has improved its
business continuity plan and carried out appropriate tests.

1.2. Accounting and Reporting

In order to strengthen the reliability of financial data in Latvia’s public sector and

ensure their international comparability, the Treasury continuously refines public sector
accounting requirements, prioritising the harmonisation of Latvian laws and regulations
with IPSAS, which is a globally recognised best practice. The Treasury regularly analyses
and assesses the latest changes in IPSAS and introduces appropriate amendments

in the laws and regulations. This helps make it possible to prepare State and local
government annual accounts in ling with top quality requirements. Before introducing
significant changes, the Treasury consults with experts and coordinates the possibility of
implementing the requirements with representatives of ministries and local governments.
Accounting and disclosures compliant with IPSAS make it possible for investors,
international intitutions, and the public to obtain accurate, high-quality, complete, and
transparent information about the economic Situation in the country.

Putting together accounting and budget execution data provided by State and local
government institutions, the Treasury prepares monthly and quarterly budget execution
reports, as well s its largest document, the consolidated economic year report for the
Republic of Latvia, providing transparent and reliable information on State finances and
central government budget execution. This report is audited by the State Audit O ce,
and the opinion provided by it serves as confirmation that the information delivered by
the Treasury is complete and reliable. All the reports prepared and data submitted by
institutions are available to anyone interested at.
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Activities of the Treasury in 2025

1. Accomplishments in the Execution of the Central Government Budget

Borrowings (eAiznemumi)

The service eAizneémumi makes it possible to apply remotely for receiving a State loan,
electronically process a loan application, submit a loan disbursement application
within the framework of the concluded State loan agreement, remotely manage the
loan, apply for early reimbursement, as well as electronically generate and sign the
agreement. In 2025, 527 users were registered in eAiznémumi.

Payments (eKase,

The Treasury enables central government budget payments by using the service
Payments and its online data exchange module. As part of the service, the Treasury
makes it possible for its customers to fulfil payment orders, see payment order
fulfilment results, and receive financial information: account balance, account
turnover statements, and a summary of revenue and expenditure, as well as assets
for covering expenditure. In 2025, 9050 users were registered in eKase. In accordance
with Regulation (EU) 2024/886 of the European Parliament and of the Council

(13 March 2024), the Treasury implemented changes to the systems to ensure the
implementation of the requirements of the Regulation: checking the IBAN against
the name of the payment recipient at the time payments are entered. This helps
prevent situations in which, due to fraud or error, the customer makes a payment
to the wrong recipient before signing (authorising) the payment. The result of the
check provides the customer with information about the eligibility of the recipient,
including whether the recipient’s name matches, partially matches, or does not
match the account number.

The online data exchange module of Maksajumi automatically exchanges payment
data (payment status and account statement) between the Treasury and the
customer.

The Treasury provides incoming and outgoing instant payments using the instant
payment infrastructure maintained by the Bank of Latvia. Thus, settlement of
accounts between the public and the State take place within seconds, 24 hours

a day, on weekends as well as o  cial holidays. In 2025, 61% (4.15 million) of the
payments coming into the central government budget took place as instant
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payments. The share of outgoing instant payments in the total number of outgoing
Single Euro Payments Area (SEPA) payments reached 35.6% (6.36 million). The
maximum amount of an outgoing instant payment order was gradually increased
from EUR 10,000 to EUR 15,000 as of 01.10.2025.

In 2025, the Treasury automated the processing of outgoing and incoming other
SEPA payments (that are not instant payments), thus ensuring the faster transfer of
customer payments to service provider recipients and the faster crediting of incoming
payments to the Treasury's customer accounts.

Payment Cards Tied to Treasury Accounts

In conjunction with AS Citadele banka, the Treasury makes it possible for central
government budget institutions to perform payments using payment cards tied to
Treasury accounts. The payment card service is intended for performing o cial trips,
business trips, and business expenses. In 2025, 118 institutions used payment cards
tied to the accounts of the Treasury, and 852 cards were issued in total.

Acceptance of Payment Cards when Collecting Central Government Budget
Payments

The Treasury, via AS Citadele banka, ensures an acceptance service of payment cards
to State and municipal institutions by providing for the possibility to pay for the
services provided by it using VISA Electron, MasterCard and Maestro payment cards in
a payment card acceptance terminal or other alternative system. In 2025, the service
provided by the Treasury was used by 76 customers. In 2025, payment card terminals
installed in State and local government institutions, processed 889,446 transactions
for a total amount of EUR 30,551,406.
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E-invoices

The Treasury actively participates in the modernisation of State administration
processes by providing substantial support to the Ministry of Finance in drafting
amendments to the Accounting Law concerning the duty to format supporting
documents as structured electronic invoices, as well as concerning exceptions and
deadlines for implementation.

Treasury experts actively participate in working groups organised by the State Digital
Development Agency and the State Revenue Service, on providing the structured
electronic invoice functions via the Latvija.gov.lv State administration services
portal, so that the circulation of electronic invoices between businesses and public
authorities is as automated and user-friendly as possible.
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Activities of the Treasury in 2025

1. Accomplishments in the Execution of the Central Government Budget

1.4. Performance Indicators of Operational Targets

o Performance indicator numeric values in 2025
Result Performance indicator

Planned Implemented

1. Outgoing instant payments introduced. 1.1. Number of outgoing instant payments (% of total outgoing

SEPA payments). 30 356

The indicator is met. The successful achievement of the target in 2025 was furthera ected by the increase in the maximum outgoing instant payment amount to EUR 15,000,

2. New open-source technical solutions introduced or existing
commercial software products replaced with open-source
technical solutions®.

2.1. Number of open-source technical solutions
implemented. 1 1

The indicator is met. Replacement and modernisation of the authentication/authorisation system of the Treasury ePakalpojumi portal implemented.

3. Understanding of industry and technology developments 3.1. Studies of innovative industry and technology solutions Will not be Was not
and their impact on Treasury development. and opportunities carried out. measured measured
4, Digital literacy workshops/events about the services 4.1.The number of digital literacy workshops/events for

provided by the Treasury organised for its clients. clients is not less than the indicated value. 1 6

The indicator is met. Events organised:

1) Information seminar on Budget planning and financial management solution function pilot service 1 ‘Institution-level budget planning function service' (Part 1);
2) First webinar on the preparation of Instructions 22 in eParskati;

3) Information wehinar on Budget planning and financial management solution ‘Institution-level budget planning function’ (Part 2);

4) Information webinar on mid-term budget planning within the structure of the law, starting in 2027;

5) Second webinar on the preparation of Instructions 2% in eParskati;

6) Webinar on Budget planning and financial management solution ‘Institution-level planning function:

! For example, the replacement of existing commercial database management systems or application servers of Treasury information systems with open-source systems, or the introduction of new systems based on open-source technologies, the replacement of
existing commercial authentication systems with open source, and new open source technical solutions for data publishing, visualisation, and infrastructure containerisation.

2 Cabinet of Ministers Instructions No. 2‘Instructions on the analysis of state budget fulfilment'of 10.04.2018.

¥ Cabinet of Ministers Instructions No. 2 ‘Instructions on the analysis of state budget fulfilment’of 10.04.2018.
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Table 1.
Performance indicators of the operational targets for central government budget execution

05

1.5. Steps Planned for 2026

The Treasury will continue building on the groundwork made, introducing
ePieteikumi, which will enable customers to apply for services in the ePakalpojumi
portal of the Treasury, significantly streamlining the data processing process and
substantially reducing the employee workload in processing these data, the time
necessary for processing applications, and the number of mistakenly submitted
service applications. As part of the project, new communication functions will

be implemented, making communication with the Treasury quicker and more
convenient,

Using Recovery and Resilience Facility funding, the Treasury will continue the
implementation of the EU Recovery and Resilience Facility Plan, Investment
2.1.2.1.i."Centralised governance platforms and systems, Project 2.1.2.1.1.0/1/23/I/
VARAM/009 ‘Uniform planning of financial resources in State administration

and provision of accounting services for State administration, developing and
implementing medium-term budget planning functions, budget explanations, and
annual budget amendments in 2026.

The Treasury will create an analytical platform for managing budget data, developing

~aninnovative data analysis solution using the Apache Superset platform, which will

enable the automatic retrieval of data from BudzZets (Budget) (the central government
budget planning and financial management solution) and the conversion of these
data into dynamic reports and visualisations. The solution is intended as a single
point of information that o ers budget planning reports and is compatible with other
information sources, such as budget execution data and open data, with a sustainable
approach and the preparation of in-depth analytics.

Mid-term, the Treasury will continue the digital transformation of the execution

of the central government budget process, with consistent improvements through
information technology solutions. At the same time, the digital skills of employees
will be developed and improved, strengthening their ability to use modern
technologies e ectively in their everyday work. This will lead to a higher level of
digital maturity and amore ¢  cient, streamlined, and complete use of time, human
resources, and information technology assets.
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Activities of the Treasury in 2025

2. Accomplishments in Central Government Debt and Cash Management

Goal of the Operational Direction
Ensure the timely availability of funds for financing necessities at
the lowest possible debt servicing cost, limiting financial risks and
at the same time contributing to the development of the domestic
financial market.

In the field of central government debt and cash management, the Treasury acts in
accordance with the following priorities:

1) ensure borrowing in the international financial markets with the public issuing
of medium-term and long-term central government debt securities and

retaining flexibility in relation to choosing the time and loan instruments in
order to ensure the raising of resources on favourable terms;
2.1. Operational Principles and Development Trends
2) promote the liquidity of central government debt securities by ensuring the
continuous and regular supply of government securities through auctions via
primary dealers;

In 2025, the activities of the Treasury in the field of central government debt and
cash management were determined by the Central Government Debt and Cash
Management Strategy approved by the Minister for Finance (see Figure 3).
3) maintain a regular supply of savings bonds at interest rates in line with
the current financial market situation, maintain and develop the savings
bond distribution channel, and take measures to stimulate retail demand for
savings bonds;

Figure 3. Central Government Debt and Cash Management Strategy

The goal of central government debt and cash management

to ensure timely the availability of cash for financing requirement at the lowest possible debt servicing costs while hedging financial risks and at the same time
contributing to the development of the domestic financial market

Cash investment
to ensure financially effective cash management in
accordance with the basic principles of investment,
providing liquidity risk management and complying

Central government borrowing and liquidity
management
l to ensure timely and full availability of financial resources .
for covering the financing requirement by maintaining
continuous borrowing opportunities in the financial markets
with optimal terms and conditions

Central government debt portfolio management
to optimise the central government debt service costs
over the long term while hedging financial risks of the central
government debt portfolio

investment transactions

with the most profitable investment terms for acceptable

Financial risk management

to permit no uncontrolled increase of government debt service costs and to hedge the default risk of transactions

Stakeholders/ Cooperation Partners relationship management
- to promote diversification of the central government debt securities investor base
« to coordinate the process for assigning the credit rating and promote the development of credit rating
- to ensure that the extensive range of permanently available, trustworthy and reliable financial institutions are available for cooperation with the Treasury
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4) ensure safe and financially e ective cash management;

5) ensure the diversification and expansion of the range of State security investors
through regular and continuous dialogue and long-term work with the
investor community and counterparties, facilitating the active participation
and competition of investors from various global regions in the primary
placement of central government debt securities;

6) coordinate the process of determining the credit rating of the country, by
providing credit rating agencies with an objective and consistent view of
the situation in Latvia in cooperation with the involved institutions, as well as
maintaining active communication with the credit rating agencies;

7) maintain and develop long-term cooperation with existing and new

counterparties, ensuring asu  cient range of counterparties for the
performance of financial transactions.
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Activities of the Treasury in 2025

2. Accomplishments in Central Government Debt and Cash Management

2.2. Central Government Debt Indicators

As of the end of 2025, Latvia's general government debt* accounted for 46.9% of GDP
Latvia's general government debt is increasing, but still remains one of the lowest
among EU Member States, and is also below the average indicator in the EU (see
Figure 4).

Figure 4.

General government debt as of 31.12.2025

(% of GDP) according to the ESA 2010 methodology*
(Source: EUROSTAT)

EU average 82%

2.3. Borrowing Measures in 2025

Every year, new challenges and factors uphold increased volatility and uncertainty in
financial markets, with 2025 seeing a particular focus on geopolitical tensions and
regional conflicts, ‘tari - wars; the ability of global economies to maintain growth,

and the sustainability of national fiscal policies in the face of rising defence spending.

Given the uncertainty of the global financial market and rapidly changing situation,
the timing of borrowing for issuers is largely determined by the use of particular,
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TThe level of general government debt is mainly a ected by central government
debt®, which, at the end of 2025, according to the operational data of the Treasury,
was EUR 20.5 billion (at nominal value without derivative financial instrument
results), growing by EUR 1.6 billion since the end of 2024. The increase in central
government debt was due to the need to finance the central government budget
deficit, a ected by an increase in State defence spending. Eurobonds issued in
financial markets account for the largest share (88% of total central government
debt) in the composition of central government debt (see Figure 5).

Central Government Debt Structure as of 31 December 2025
(million EUR and % of the total amount based on national methodology,
excluding derivatives, at nominal value)

“ General government debt is assessed according to the common methodology of the European System of Accounts (ESA 2010) and includes central and local government consolidated deb,
debt liabilities of companies classified in the general state sector, and other liabilities according to ESA 2010 methodology requirements.
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Figure 5.
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14064
69%

$Based on national methodology, central government debt consists of debts of public bodies, including State-issued debt securities, borrowings, savings bonds, and customer deposits, placed in the Treasury and halances of current accounts.

¢ Further information and data are available in the Central Government Debt Management Report 2025
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often very short-term beneficial moments, when financial markets slightly stabilise,
and investors become more disposed towards making new investments. Like

in previous years, the Treasury maintained as much flexibility as possible in its
borrowing operations, diversifying its borrowing instruments and using the most
appropriate time for Eurobond issue.

In order to raise the funding necessary to cover overall financing needs (central
government budget deficit, central government debt repayment, State borrowing) at the
lowest possible rates, the Treasury’s borrowing management activities in 2025 focused
on taking advantage of relatively calm periods beneficial for borrowing, avoiding periods
of heightened volatility in financial markets, which distract investors and reduce their
willingness to invest in securities. The necessary resources were raised through bond
issues on international financial markets, auctions of additional issues of outstanding
bonds through primary dealers, as well as savings bonds from private individuals®.

Actively monitoring global events and the reactions of financial markets to them, the
Treasury determined the best time for borrowing, and o ered the purchase of Latvian
government bonds on international financial markets on two occasions. In 2025, it was
the euro financial market that provided the optimally low interest rates that made it
possible to issue a benchmark amount of liquid, long-term securities.

The Treasury organised borrowing on international financial markets in both the first
and second half of 2025, issuing five-year bonds for a total of EUR 1.0 billion in May,
and ten-year bonds for EUR 1.25 billion in September. As the maturities of the bonds
were in ling with investor interest at the time, demand for the bonds exceeded supply,
reaching EUR 2.5 billion for the May issue and EUR 3.3 billion for the September
issue. The timing for issuing the bonds selected by the Treasury and the high investor
demand in these transactions enabled borrowing on favourable financial terms.

Traditionally, banks, asset managers and international financial authorities from
European countries (Germany, Austria, the UK, Ireland, the Nordics, etc.) form the
core of those investing in Latvian government securities. Since 2014, for borrowings
on international financial markets, the Treasury has been using the GMTN (Global
Medium Term Note programme) legal framework of external government securities
(Eurobonds) documentation, which allows the Treasury to make prompt use of
favourable conditions on international financial markets, and issue government
securities in di erent currencies.

11


https://www.kase.gov.lv/en/reports/reports-on-government-debt-management/annual-reports-on-government-debt-management?overridden_route_name=entity.node.canonical&base_route_name=entity.node.canonical&page_manager_page=node_view&page_manager_page_variant=node_panels&page_manager_page_variant_weight=0

Activities of the Treasury in 2025

2. Accomplishments in Central Government Debt and Cash Management

In 2025, the Treasury held regular auctions via primary dealers, o ering investors
additional tranches of outstanding Eurobonds originally issued on international financial
markets and maturing between 2028 and 2033. The Treasury concentrated its securities

0 erings in auctions for such maturities of securities that elicited the strongest investor
demand and the most favourable borrowing conditions, given the corresponding financial
market conditions.

Primary dealers — credit institutions that have entered into a primary dealer agreement
with the Treasury (AS Citadele banka, Luminor Bank AB, AS SEB banka, AS Swedbank,
and Erste Group Bank AG), took part in government securities auctions in 2025. As of
12.02.2026, the Treasury had expanded the scope of participants in its government
securities auctions by concluding a primary dealer agreement with DZ BANK; one of
Germany's largest banks with almost 150 years of experience that provides a broad

range of financial services both in Germany and in other countries. Because DZ BANK has
demonstrated its capacity in trading Latvian government securities in recent years, the
bank’s inclusion in the primary dealer group is another step towards strengthening closer
cooperation with the Treasury.

The amount of resources raised through primary dealers in the 2025 auctions was

EUR 950 million. The Treasury o ered securities of di- erent maturities via 18 auctions: this
approach improves the liquidity of the securities and facilitates secondary market trading.
Since the o ering of additional issues of Eurobonds at auctions, the interest of international
investors in Latvian government securities has increased, allowing them to raise resources
at favourable interest rates. In order to ensure that central government debt securities

are available to a wider range of investors on the primary market, the Treasury o ered
securities with a minimum purchase amount of EUR 1000 at 13 auctions (the rest of the
auctionsin 20250 ered securities with a minimum purchase amount of EUR 100,000).

Investor demand and the Treasury’s o er at the auctions focused on securities with a
remaining maturity of three to five years. Investor demand exceeded the volume sold in
auctions by an average of three times, and in some auctions, by as much as six times.
With demand for liquid government securities remaining strong and interest rates at
auction reflecting the downward trend in market rates, the fixed yields ranged between
2.420% and 3.378% (depending on maturity and market conditions).
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Figure 6. Securities Sold at Auctions Through Primary Dealers in 2025, by Maturity
Remaining (million EUR)

465
>3-5 years
325
>5-10 years
Total
950
Billion. EUR

2.4. Savings Bonds

Savings bonds are government securities with a fixed interest rate available to citizens
of Latvia (private individuals) only; the Treasury has been issuing these on behalf of
the Republic of Latvia since 2013. Savings bonds are a good alternative to commercial
bank deposits, o ering a competitive yield compared to bank deposit rates after

tax, serving as a good deal for medium- and long-term investments. Savings bonds
can be purchased by citizens online at www.krajobligacijas.lv, at any time. Savings
bonds with maturities of 3, 6, and 12 months, as well as 2, 3, 5, 7, and 10 years, are
available for investment.

The value of savings bonds held by Latvia’s citizens reached EUR 370 million at the
end of 2025, increasing by around EUR 48 million over the year. The value of the
savings bonds issued in 2025 was EUR 323 million, substantially exceeding the
amount of savings bonds redeemed (EUR 274 million), with the number of investors
at the end of the year approaching 7900. Demand for savings bonds was stable in
2025, indicating investor confidence in the instrument: more than 60% of savings
bonds redeemed were reinvested, often with higher investment amounts and
various maturities. Investors also made active use of the automatic reinvestment tool
available on the savings bonds website, making it possible to reinvest the amount
invested in existing savings bonds into new savings bonds of the chosen maturity
on the maturity date without any additional payment actions. The interest of citizens
in savings bonds is fuelled by interest rates that are in line with financial market
trends, the ability to receive untaxed fixed-rate interest revenue until the end of the
investment term, the reliability of investments guaranteed by the State, and the ease
of purchasing savings bonds.

4,0%

3,5%

3,0%
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Figure 7. Savings Bond Interest Rates in 2025 (%)
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In 2025, the public o ering of savings bonds, available on the website at all times, setting
interest rates according to the current financial market situation, was expanded with bonds
of new maturities: two years (ince June) and three months (since November), diversifying
and expanding the selection of savings bonds in the most popular maturity segment. The
three-month savings bonds quickly became popular, and in the last two months of the
year, citizens bought EUR 22.5 million of them.

Figure 8. Savings Bonds Owned by Investors as of 31.12.2025
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2. Accomplishments in Central Government Debt and Cash Management

Figure 9. Amount of Savings Bonds Issued, Redeemed and Owned by Private
Individuals in 2025 (million EUR)
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2.5. Credit Rating of the Country and Counterparty Relationship Management

The aim of relationship management with collaborating financial institutions is to
regularly ensure the widest, safest, and most reliable range of partners possible
for collaboration with the Treasury, which would ensure competitive terms for the
performance of financial transactions. Therefore, the Treasury regularly prepares
analytical materials and promptly provides information to counterparties through
a set of targeted and structured communication measures.

In 2025, the Treasury communicated with counterparties, credit rating agencies,

and investors by providing the latest information about the situation in the Latvian
economy and finances, as well as the State borrowing strategy, thereby also ensuring
the dissemination of information and clarifications to the investor community, which
decides on investments in government securities.

The national credit rating is a critical aspect in organising borrowing transactions, and
a significant factor for the availability of financial resources, as it has an influence on
the price of the financial resources raised. Based on Latvia's credit rating and available
information, including that provided by the Treasury, investors decide whether to
invest in Latvian government securities or not.
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As part of managing central government debt, the Treasury organises the credit rating
assessment for Latvia through the three leading international credit rating agencies:
Fitch Ratings, S&P Global, and Moody's Investors Service, as well as Japan's credit
rating agency R&!. Credit rating agencies not only review the credit rating of Latvia
and its outlook every year, but also assign a credit rating to government securities.
Once a year, the inter-agency working group led by the Treasury informs the Cabinet
of the national credit rating of Latvia and the factorsa ecting it. In 2025, the
Treasury provided regular, proactive, comprehensive information to the credit rating
agencies on the situation in the country, to facilitate the agencies in making objective
decisions on the credit rating of Latvia and its future prospects.

In 2025, Latvia's national credit rating remained firmly in the high, investment-grade
A group. Moody's Investors Services, S&P Global, and Fitch Ratings, as well as the
Japanese credit rating agency R&I, maintained both Latvia’s credit rating and its
stahle outlook assessment.

Latvia’s credit rating is kept in group A by:

1) Flexibility, resilience, and adaptability of the Latvian economy;

2) Comparatively low state debt to GDP ratio and moderate debt servicing costs
compared to the average indicators of the countries with an A-level credit rating;

3) Government’s ability to implement tight fiscal policies in previous years;

4) Reliability of policies pursued, supported by EU and Eurozone membership;

5) Moderate private sector indebtedness level.

Factors explaining the stable assessment of Latvia’s credit rating outlook and agency
forecasts:

1) Geopolitical risks will remain high, though mitigated by Latvia's membership in
NATO, the ongoing deployment of NATO troops in Latvia, and the strengthening of
the country’s defence capabilities;

2) Assignificant increase in defence spending, which will also cause an increase in
Latvia’s central government debt-to-GDP ratio, does not significantly impair
Latvia’s mid-term creditworthiness, as the agencies believe that Latvia's economic
growth will remain robust and that its tight fiscal policy will continue to be
pursued in the future;

Treasury
Republic of Latvia

3) Latvia’s rising central government debt will be o set by economic growth; the
agencies believe that Latvia will be able to overcome external challenges,
including the impact of the Russia-Ukraine war, over the next two years;

4) Latvia's government will continue to pursue a tight fiscal policy, controlling the
central government budget deficit and debt levels, despite the planned increase in
public defence spending.

Figure 10. Historical Development of Latvia’s Credit Rating
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2.6. Central Government Debt Portfolio Management

The purpose of central government debt portfolio management is to optimise central
government debt servicing costs over the long term while limiting financial risks within
the central government debt portfolio. The Treasury regularly assesses debt portfolio
structure parameters, as well as the need to change them. The weighted average fived-
period interest rate and fixed-rate ratio values that ensure an optimum balance between
the costs and the interest rate risk (See Figure 11) are determined based on an assessment
by the Treasury’s experts, financial market forecasts, as well as the results of cost and
interest rate risk modelling. Whereas for currency risk management, an optimal currency
structure of net debt is determined and monitored taking into account financial market
forecasts and the assessment of the Treasury’s experts, as it allows compliance with the
balance of assets and liabilities in foreign currencies, thus avoiding the impact caused by
exchange rate fluctuations.
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2. Accomplishments in Central Government Debt and Cash Management

Given the Treasury’s expert assessment and financial market practices, a central
government debt repayment profile is created and properly administered for the purpose
of managing debt refinancing risk, making it possible to balance the debt repayment
schedule and reduce the risk of refinancing.

Figure 11. Principles of Central Government Debt Portfolio Management

Setting of Central government debt portfolio indicators

Cost-at-risk model Financial market . Treasury expert
s e e

. i L Central government
Fixed weighted average || Minimum share of fixed debt portfolio Net debt
period for interest rates interest rate in the maturity profile (%) currency composition
(Macaulay duration) debt portfolio upto 1year <25% 100% EUR (+/-5%)
5-9years =85% up to 3 years <50%

Interest rate risk Refinancing risk Currency risk

Debt portfolio structure supervision

In 2025, all the debt structure indicator targets defined in the Central Government Debt
and Cash Management Strategy were met (see Table 2).

Given the continued period of relatively high interest rates on financial markets, which
continued in 2025, central government debt servicing costs continued to rise; however,
the increase in the weighted average interest rate on the debt portfolio was very gradual,
thanks to borrowing at low fixed long-term interest rates during a time when the interest
rates were low.

» Content

Table 2.

Compliance of Central Government Debt Structure Indicators

with the Parameters for Central Government Debt Portfolio Structure
Set in the Central Government Debt and Cash Management Strategy

Debt portfolio parameters Strategy 31.12.2025
Central government debit portfolio Slyear | <3jeas | <lyear = <3yeas
maturity profile (%) <250 = <50% | 17.20% | 34.70%

Share of fixed interest rate in the

0, 0,
central government debt portfolio =85% 93.90%
We!ghted average fixed interest rate 5.00-.00 543
period (years)
Net debt currency composition 100% (+/- 5%) 100.07%

2.7. Cash Management

The Treasury implements cash management in accordance with the Central Government
Debt and Cash Management Strategy approved by the Minister of Finance, performing
the management of liquidity risk and making use of the most favourable conditions for
permissible investment transactions.

In 2025, cash management took place under markedly volatile financial market conditions,
mainly caused by geopolitical and global economic factors. The European Central Bank
maintained an approach of the gracual reduction of benchmark interest rates”. By June
2025, the overnight deposit facility rate, which has a direct impact on short-term money
market transaction rates, was reduced to 2.00% and was kept there until the end of the
year. The Treasury maintained a reserve in accounts in the Bank of Latvia and the European
Central Bank; it also placed temporarily available funds in short-term deposits, limiting
financial risks as much as possible and ensuring the prompt availability of liquid assets to
cover financing necessities.

" Main interest rate for refinancing operations, interest rate for overnight loan facilities, and interest rate for overnight deposit faciliies.

Treasury
Republic of Latvia
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2. Accomplishments in Central Government Debt and Cash Management

2.8. Performance Indicators of Operational Targets Table 3.
Performance Operational Target Indicators for Central Government
Debt and Cash Management

2.9. Steps Planned for 2026

In December 2021, Latvia was the first of the Baltic and Nordic countries to issue Sovereign

o Performance indicator numeric values in 2025
Result Performance indicator

Planned Implemented

1. Amount of savings bonds owned by private
individuals increased.

1.1.End-of-year amount of savings bonds owned by private indivicluals, .
EURmillion 350 3704

The indicator is met. Working in conjunction with the financial agent Nasdag CSD, the Treasury took steps to further improve the functions of wwwikrajobligacijas.lv and the public

0 ering there. The public o ering of savings bonds, available on the website at all times, setting interest rates according to the current financial market situation, was expanded with bonds
of new maturities: two years (since 11.06.2025) and three months (since 03.11.2025), diversifying and expanding the selection of savings bonds in the most popular maturity segment.
In conjunction with the financial agent Nasdag CSD, the website underwent a number of improvements, streamlining its functions and making it more convenient for investors (with, for
example, an automatic reinvestment option, making it easier and more convenient for investors to purchase savings bonds of their preferred maturity again; the option to download the
savings bond portfolio and to get an account statement in di- erent formats; the option to easily filter the savings bonds purchased following reinvestment in the savings bond portfolio;
easier keyword search in frequently asked questions). Investors can also evaluate the savings bond service after using it, and make comments on the website. Public communication took
place through various information channels to stimulate the demand for savings bonds among citizens, including mass media, printed media, outdoor advertising, and social media.
Asurvey of Latvia's residents on the topic of making savings was carried out in conjunction with SIA Latvijas Fakti, in order to gain an understanding of the areas for developing the savings
bond service in the future, the factors driving demand for savings bonds, and what channels are best for disseminating information.

2.0 ering of central government debt securitiestoa | 2.1. Minimum annual number of central government debt securities
broader range of investors at least once a quarter. auctions open to a broader range of investors.® 1 13

The indicator is met. Additional issues of Eurobonds originally issued on international capital markets are regularly o ered at auctions to cover general financing needs. The minimum
purchase amount for Eurobonds issued since November 2023 was reduced from EUR 100,000 to EUR 1000, thus making investment possible for a broader range of investors. Latvia’s credit
rating is in the high A group, and there is strong demand for Latvian securities in the auctions of additional issues of Eurobonds, making it possible to attract financing on favourable terms.

3.1n 2024-2026, at least one issue of the 3.1, Minimum number of sustainable, social, or green central

benchmark amount of sustainable, social, or green | government debt security issues in 2024—2026.

government securities (at least EUR 500 million) 1 0%
takes place.

The target will be met in 2026. Implementation takes place in accordance with the Operational Strategy of the Treasury for 2023—2026, which envisages the issuing of sustainable bonds
by the end of 2026, based on the borrowing strategy for that year, provided that appropriate central government budget expenditure is available at that time. The 2026 borrowing strategy
foresees the issuing of sustainable bonds, for which, in 2025, preparations took place in conjunction with banks and ministries involved in the inter-ministerial working group, developing the
sustainable government bond framework, arranging cooperation with an independent international second-party opinion provider (Sustainable Fitch) to obtain an opinion regarding the
compliance of the framework with best market practices and standards used on the international financial market.

» Content

sustainable bonds, demonstrating its commitment to achieving the goals set for mitigating
the consequences of climate change and ensuring climate neutrality, as well as to
achieving social goals. In view of the development of sustainable financial instruments,
the Operational Strategy of the Treasury for 2023—2026 envisages the introduction of
sustainable, social or green central government debt securities as a regular borrowing
instrument, as part of an overall borrowing strategy (to the extent possible within an
appropriate level of central government budget expenditure). In 2025, Latvia's sustainable
government bond framework was updated as part of preparations for a second issue of
Latvian sustainable bonds in 2026.

In order to contribute to the achievement of the medium-term objectives for the volume
of savings bonds owned by private individuals set out in the Operational Strategy of the
Treasury for 2023—2026, the Treasury will continue the measures to develop and maintain
the savings bonds service by ensuring the management of the public o ering of savings
bonds in line with the overall borrowing strategy, a convenient and secure option for
purchasing savings bonds in line with modern digital service provision requirements, and
implementing regular measures to stimulate and promote demand for savings bonds.

In the medium term, the Treasury will continue its digital transformation of central
government debt and cash management, streamlining it with the help of information
technologies and achieving an even higher level of digital maturity of the process for the
moree cient, streamlined, and e ective use of time, human resources, and information
technology resources.

®The 2025 net increase amounts to EUR 48.6 million (EUR 322.7 million issued and EUR 274.1 million redeemed).

* Deviations from this target in 2024 are allowed if all the parties involved in the o ering do not yet have full technical readi-
ness for initiating the issuance of securities or if circumstances arise that make the o ering di - cult or impossible (e.g., high
uncertainty and volatility on financial markets, rising geopolitical tensions). Meanwhile, failure to achieve the minimum number
of auctions in 2025 and 2026 is accepted if it is influenced by the borrowing strategy for that year, investor interest that s insuf-
ficient for making an o ering of government securities, or other circumstances.

1Not meeting this target is allowed if no central government budget expenditure is available for sustainable, social, or green
government securities, and a deviation of +/- one year is allowed if justified by the borrowing strategy for that year, provided
that appropriate central government budget expenditure is available as of that time.
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3. Accomplishments in State Loan and Guarantee Management

Goal of the Operational Direction 3.2. State-Issued Guarantees
Ensure the availability of financial resources (incl. long-term) for
parties that are candidates for receiving financing in the form of a
State loan on financially favourable terms through the provision of
quality service. Maintain the State guarantee supervision process

while limiting the credit risks of State loans and guarantees.

The Law on the central government budget for 2025 and Budgetary Framework for
2025, 2026 and 2027 did not provide for granting new State guarantees; however,

it stated that in line with the Law on Agriculture and Rural Development and
Development Financial Institution Law, the State assumed liability for the guarantees
in the amount of EUR 260.0 million issued by AS Attistibas finanu institdcija Altum.
As of the end of 2025, the amount of State-issued guarantees was EUR 520.6 million,
consisting of the disbursed but not yet repaid part of State guarantees in the amount
of EUR 325.4 million, and the not yet disbursed but still available part of State-
issued guarantees in the amount of EUR 195.2 million. The balance of State-issued
guarantees as of the end of 2025 was EUR 325.4 million, or 0.8% of GDP, a reduction
of EUR 29.7 million compared to 2024.

3.1. Description of the Situation and Development Trends

Section 36 of the Law on Budget and Financial Management defines the range of
borrowing entities and loan purposes eligible for a State loan, while Section 37
governs the provision of a State guarantees, also determining what liabilities a State
guarantee can be issued for. It is important for the Treasury to ensure the availability
of financial resources for the implementation of economically significant investment
projects co-financed by the EU on financially favourable terms, thus reducing the
non-implementation of projects or risks of project freezing (e.g., due toinsu  cient
financial flows), and the availability and quality risks of the services provided to
citizens.

Figure 12. Balance of State-Issued Guarantees as of 31 December 2025 (EUR million)

Million EUR
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The Treasury provides and services State loans, also supervising the due fulfilment of
obligations under Cabinet Regulation No. 888, ‘Procedure by which sectoral ministries
or other state institutions include state loan requests in the annual state budget

draft law, and the procedure according to which state loans are granted and serviced’
0f 21.12.2021. According to Cabinet Regulation No. 391, ‘Procedure for including
requests for state guarantees in the annual draft state budget law and procedure for
the provision and monitoring of quarantees’of 8 July 2014, the Treasury participates
in the provision of guarantees on behalf of the state and regularly analyses and

monitors the financial situation of the implementers of the state-guaranteed projects.
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The guarantee portfolio issued on behalf of the State consists of guarantegs to
AS‘Attistibas finanu institacija Altum’for the guarantees issued by it to credit
institutions for borrowings by farmers (re-guarantee), guarantee to the European
Investment Bank for loans issued by AS ‘Attistibas finanu institdcija Altum’as part
of the business competitiveness support programme and providing loans to the
development of small and medium enterprises in Latvia (EUR 225.2 million),
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guarantees for issuing study loans to students (EUR 22.8 million), and, on the basis
of the Law on Measures for the Prevention and Suppression of Threat to the State
and Its Consequences Due to the Spread of COVID-19, a guarantee to the European
Commission in the amount of EUR 57.1 million for Latvia’s participation in SURE (EU
assistance instrument for reducing the risk of joblessness in emergencies), and, on
the basis of the Law on Assistance to Ukrainian Civilians, guarantees to the World
Bank and the European commission for supporting Ukraine in the amount of EUR
18.1 million, as well as EUR 2.2 million (for LOC and European Investment Bank
investment project loans). In the future, an increasingly larger share in the State-
issued guarantee portfolio is expected to consist of support to small and medium
enterprises and the implementation of other State Support programmes.

Figure 13.
Balance of guarantees issued on behalf of the state, by guarantee recipient,
as of 31 December 2025

325.1 million EUR

SIVE (.8 9% of GDP

student
crediting
7%

Despite Russia's full-scale invasion in Ukraine, the still extremely high level of
uncertainty and the geopolitical situation, these factors have not had a significant
impact on the performance of State-issued guarantees.
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3. Accomplishments in State Loan and Guarantee Management

3.3. State Loans

The Law on State Budget for 2025 and Budgetary Framework for 2025, 2026 and
2027 envisaged a total increase of State loans of EUR 334.5 million, including a total
increase in local government borrowings of EUR 168.1 million. As of 31.12.2025,
the total State loan portfolio rose by EUR 30.0 million compared to 2024, reaching
EUR 2422.7 million.

The State loan portfolio continues to be dominated by loans to local governments
and companies controlled and financed by local government bodies, amounting to
EUR 1980.9 million, up by EUR 118.1 million compared to 2024.

At the end of 2025, the Treasury drafted amendments to Cabinet Regulation No. 888,
‘Procedure by which sectoral ministries or other State authorities include State loan
requests in the annual central government budget draft law, and procedure according
to which State loans are granted and serviced' of 21 December 2021, which took

e ect on 13 February 2026, increasing the maximum repayment period for a State
loan to 50 years from the date of conclusion of the loan agreement if the loan is
intended for a municipal company for the purpose of the construction, renovation,
reconstruction, or acquisition of a new, renovated, or reconstructed low-cost
residential rental housing.

In order to expand the capacity to analyse the risks of the climate change transition
and assess the amount of financing for environmentally-friendly measures, the
Treasury began providing information about sustainable State loans to the Credit
Register of the Bank of Latvia.

» Content

3.3.1. State Loans to Local Governments and Entities Controlled and Funded by Local
Government Bodies

In 2025, 433 State loan agreements were concluded for a total amount of
EUR 371.6 million, of which 432 agreements were concluded with local
governments, for a total of EUR 371.5 million.

Most of the State loan agreements signed with local governments in 2025 were for
the financing of sustainable projects (88.4% of the amount of State loan agreements,
79.6% of the number of loan agreements).

Figure 14. Dynamics of State Loans to Local Governments (2021—2025)
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State loans in the amount of EUR 268.9 million or 79.2% of the total amount of State loans
were issued to local government bodies, incl. EUR 267.9 million for local governments.

/025

Figure 15. State Loans Issued to Local Governments in 2025, by Purpose
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3.3.2 State Loans to Central Government Bodies

State loans in the amount of EUR 65.9 million (or 19.4% of the total State

loan amount) were issued to AS Attistibas finanSu institicija Altum for the
implementation of State assistance programmes (small and medium enterprises,
agriculture, start-ups, etc.).

In 2025, four new State loan agreements of EUR 289 million were signed with AS
Attistibas finanu institacija Altum, aiming to implement new State assistance
programmes: improvement of energy e - ciency in apartment buildings and the
transition to renewable technologies, construction of low-rent housing, promotion
of digital transformation of businesses, and support for large investment projects of
exporter businesses.
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3. Accomplishments in State Loan and Guarantee Management

3.3.3. State Loans to Non-Financial Corporations®

State loans of EUR 4.9 million, or 1.4% of State loans in total, were granted to In 2026, a uniform certification form will be implemented in eAiznémumi, to be
local government companies for the implementation of EU-funded projects and used to demonstrate compliance with sustainability conditions when submitting an
investment projects, for the purchase of fuel to ensure the provision of services of application for a State loan.

economic importance (implementation of heating, water supply, sewer and other
projects), and to the Port Authority for the implementation of EU-funded projects.

Tabled.
3.4. Performance Indicator of Operational Target Activity performance indicator in State Loan and Guarantee Management

1. Sustainable State loans issued. 1.1. Mid-term, the share of sustainable loans issued since the
introduction of sustainable lending reaches at least 5% (% of all State
loans issued in the current year through general procedure, not including
loans for special purposes and programmes) from 2025 onwards.

The indicator is met. Developments in sustainability regulations are monitored to identify potential changes in a timely manner and to implement them if necessary. Foreign experience is
assessed in issuing sustainable and green loans, its benefits for lenders, barrowers, and the public, and its suitability for encouraging customers to implement projects and achieve sustainable
goals through the use of State loans. Functions began to be developed, as part of which it is envisaged to implement a sustainability approval form in eAiznémumi so that customers who
submit a loan application can specify if the loan will finance a Sustainable project. A digital solution was also developed to display sustainable State loans on the Treasury digital dashboard.

3.5. Steps Planned for 2026

In order to promote the sustainable development of the financial market segment
in Latvia and the move towards climate neutrality through significant reductions in
greenhouse gas emissions and the fair implementation of the European Green Deal
while continuing the transition to climate neutrality and the government-approved
Latvian Strategy to Achieve Climate Neutrality by 2050, the Operational Strategy of
the Treasury for 2023—2026 sets a target for sustainable State lending in projects
aimed at mitigating the negative impact of climate change, with sustainahle State
loans accounting for at least 5% of all State loans issued in the given year following
general procedure in 2026.

nstitutional units that are independent legal entities and market producers whose main activity is the production of goods and the
provision of non-financial services.
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Activities of the Treasury in 2025

4. Accomplishments in the Implementation of the Functions of the Certifying Authority of EU Funds and Foreign Financial Assistance

Goal of the Operational Direction
Organise and standardise the performance of the functions of the
Certifying Authority in a manner that ensures compliance with the
requirements of the Granting Authorities and laws and regulations
of the Republic of Latvia, and the timely receipt of funds from the
Granting Authorities, minimising the risk of ineligible expenditure
being declared.

4.1. Description of the Situation and Development Trends

The Treasury is involved in the management of a number of programmes financed by
foreign financial assistance, performing the functions of:

1) Certifying Authority in the 2014—2020 EU Fund Programming Period;

2) Certifying Authority of the European Economic Area Financial Mechanism and
the Norwegian Financial Mechanism;

3) Certifying Authority in the 2021—2027 EU Fund Programming Period;

4) Paying Authority of the Swiss Cooperation Programme.

In performing these functions, the Treasury ensures the accounting of the resources
received and spent, prepares and submits reports about the expenses incurred
within the scope of the assistance to the Granting Authority, and other duties related
to financial management. Depending on the type of assistance, the Treasury also
carries out inspections prescribed by laws and regulations, analyses information

in its possession and its possible e ect on the eligibility of the expenditures to be
declared, and adjusts the expenditures to be declared, if necessary. In performing its
functions, the Treasury worked closely with other authorities involved in programme
management, including the Managing Authority, the Audit Authority, the
Cooperation Authority, and the Programme Operators

4.2. Functions as a Certifying Authority in the 2014—2020 Programming Period

Because 2023 was the final year in which recipients of financing could incur project

expenditures and the implementation deadlines for many projects were extended to
their maximums, most project repayments (expenditure approvals) were made and

declared to the European Commission in 2024. In line with amendments to

» Content

the European Commission’s legislation, the deadline for the submission of closure
documentation was extended by one year, to 15 February 2026, thus giving time for
Member States to resolve any issues related to the implementation of the projects
and the possibility to also declare expenditures to the European Commission in
2025, thus reducing the risk of losing the allocation of programme. Thus, in 2025,
there were still projects that necessitated the resolution of expenditure eligibility
issues, including with the institutions of the European Commission. The amount of
expenditures declared in 2025 decreased compared to other years. Due to the fact
that, with the repayments received in 2024, the full amount to be allocated by the
programme was received from the European Commission, no payments were received
in 2025 when the last payment applications were submitted for the programming
period, while expenditures were declared to an extent that made it possible to
redeem the advance payments received as part of the programme.

Figure 16. Amount of Expenditures Declared to the European Commission
(2014—2025) (thousand EUR)
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4.3. Functions of the Certifying Authority for the European Economic Area
Financial Mechanism and the Norwegian Financial Mechanism in 2014—2021

The financing available to Latvia was EUR 94.4 million (incl. EUR 9.0 million to be
administered by the Financial Mechanism O  ce and Innovation Norway).

Latvia implemented six programmes, as well as the Technical Assistance Project
and Bilateral Cooperation Fund. Two milestone financial reports were submitted to
the Financial Mechanism O ce in 2025, requesting and receiving EUR 125 thousand
from donor states. Given the fact that the eligibility period for project expenditures
expired on 30.04.2024, the closure payments, which are usually substantial,

were approved for the projects by the programme’s managers and declared for

the donor states in the final financial reports, resulting in a request of EUR 29,841
thousand in the final financial reports submitted in 2025, which is more than in
the previous years.
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4. Accomplishments in the Implementation of the Functions of the Certifying Authority of EU Funds and Foreign Financial Assistance

4.4. Functions of the Accounting Authority in the EU Funds 20212027
Programming Period

EU Fund investments are planned in the amount of EUR 4.24 billion as part of

the EU Fund 20212027 Programming Period. In 2025, there were more activity
implementing projects than in 2024, and the amount of expenditures declared
increased significantly. Expenditures were declared for all programme funds, with
the submission of a total of 16 payment applications, requesting EUR 603,177
thousand, which also, taking the amendments made in the operational programme
into account, was su  cient to meet the N+3 condition. In 2025, EUR 562,364
thousand was received from the European Commission; the di erence between the
amount requested and the amount received is due to the European Commission
withholding a 5% reserve from payment applications until the approval of the
closure of accounts (end of the accounting year). It should also be noted that some
of the funding requested in 2025 was received in 2026. Additionally, the accounting
authority prepared accounts closure projects covering the 4th accounting year for the
Audit Authority and for receiving an opinion from it. For the preparation of payment
applications and closure of accounts, the accounting authority participated in the
development and improvement of necessary functions in the Cohesion Policy Funds
Management Information System (cefining tasks, testing, etc.).

Figure 17. Amount of Expenditures Declared to the European Commission
(2021-2027) (EUR thousand)
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4.5. Functions of the Paying Authority for the Swiss Cooperation Programme

With the conclusion of the Memorandum of Understanding between Switzerland and
the European Union on a contribution by Switzerland towards reducing economic
and social disparities and for cooperation in the area of migration in the European
Union and the signing of the Framework Agreement on 19.07.2023, Latvia has
access to funding in the amount of 40,400 thousand Swiss francs (estimated

EUR 42,420 thousand) as part of the second investment period (2019—2029).

In 2025, the Treasury provided the Ministry of Finance with the support necessary for
the development of laws, regulations, and guidelines, and set up a management and
control system for the administration of programme funds. In 2025, the first financial
report on the Technical Assistance Project was submitted, and a reimbursement of
EUR 40 thousand was received. The submission of financial reports for the other four
programmes will begin in 2026.

4.6. Functions of the Certifying Authority for the European Economic Area
Financial Mechanism and the Norwegian Financial Mechanism in 2021-2028

The Memorandum of Understanding was signed with Iceland, the Principality

of Liechtenstein and the Kingdom of Norway on the Implementation of the
European Economic Area Financial Mechanism, and with the Kingdom of Norway,
on the Implementation of the Norwegian Financial Mechanism in 20212028

0n 09.10.2025, envisaging that the Treasury will act as the certification authority
for both the instruments during the new programming period. Unlike in the
previous period, the Certifying Authority will also provide reporting on non-
compliances detected to the donor states. With the signing of the memorandums

of understanding, Latvia has access to EUR 91.4 million in funding. These funds are
to be used to finance three programmes, the national-level Bilateral Cooperation
Fund, as well as Technical Assistance (funding for the fulfilment of the tasks of

the Ministry of Finance as the Managing Authority and Audit Authority, and the
Treasury as the Certifying Authority). Investments in the projects are to be supported
and implemented until 30.04.2031, while the expenditures for completing the
administration of the programmes and the national-level Bilateral Cooperation Fund
expenditures are eligible for another year.

In the second half of 2025, work also started on the development of laws and
regulations governing the implementation of the financial instruments. The Treasury
provided the Ministry of Finance with the support necessary for the preparation of
this documentation.
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4. Accomplishments in the Implementation of the Functions of the Certifying Authority of EU Funds and Foreign Financial Assistance

4.7. Performance Indicators of Operational Targets Table 5.
Performance Indicators of Operational Targets
for Performing the Functions of EU Fund and Foreign Financial Assistance

Certifying Authority
L Performance indicator numeric valuesin 2025
Result Performance indicator
Planned Implemented
1. Positive evaluation of the Accounting Authority function | 1.1.The external auditor rating of the Accounting Authority for the
for European Union Funds by external auditors® European Union Funds is not lower than 2. 2 1

The indicator is met (exceeded). The rating by external auditors (Audit Authority) regarding the management and control system of the Certifying Authority for EU Funds and EEA/
Norwegian Financial Mechanisms s ‘' (works well, no or minor weaknesses identified), which exceeds the planned target value. The established management and control system of the
Accounting Authority for the preparation of payment applications and account closures complies with the requirements of the laws and regulations, ensuring that all information necessary
for the declaration of expenditure is taken into account.

2. Positive evaluation® of Swiss assistance payment Paying | 2.2. Rating of the Swiss assistance payment Paying Authority
Authority management and control system by external management and control system by external auditors not 2 9
auditors. lower than‘2.

The indicator is met. The Audit Authority identified no weaknesses in the management and control system of the Paying Authority and made no recommendations. According to the
explanation of the Audit Authority, the rating is ‘2; because the scope of the audit did not include the operational e ectiveness of the established management and control system.

48, Steps Planned for 2026 12Rating categories in compliance with the laws and regulations governing the management of European Union Funds (1’ —
works well, no or minor weaknesses identified; ‘2" — works, but certain improvements are needed; ‘3— works partially and

. . . . . substantial improvements are needed; ‘4’ — not working, major weaknesses identified).
In 2026' together with the Managmg AUthOFIty and the Cooperatlon Authorlty, the 1 Rating categories in compliance with the laws and regulations governing the management of Eurapean Union Funds (‘' —

Treasury will continue improving the reporting functions of the Cohesion Policy Fund works wellno or minor weaknesses dentifid; 2/ — works, butcrtain improvements are needed; ‘3— works partially and
M anagement Information System. In relation to the paying Authority function of the substantial improvements are needed; ‘4’ — not working, major weaknesses identified).

Swiss Cooperation Programme, the possibility of simplifying the information to be

submitted by Programme Operators will be considered, also improving the process,

given the experience preparing the first programme reports.

The European Economic Area Financial Mechanism and the Norwegian Financial
Mechanism 2021—2028 period will see the continued development of laws, regulations
and guidelines, and the creation of a management and control system for the Treasury
as the Certifying Authority for the financial instruments (including for reporting on
detected deficiencies), with the evaluation and adaptation of various solutions.
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5. Accomplishments in the Accounting and Bookkeeping Service

Goad of the Operational Direction
Centralise, mid-term, in line with the best practices of EU Member
States and the Cabinet of Ministers decision, the performance of the
accounting function, providing a standardised accounting and HR
record-keeping system service to central government budget
authorities and institutions not financed from the budget via a
uniform solution, thus ensuring the effective and streamlined use
of resources and reliable, high-quality, and reusable data.

5.1. Service Provision and Development Trends

In line with the move towards a small and e - cient State administration, including
by centralising support functions, the Treasury continues providing and developing
its accounting and bookkeeping service for a number of central government budget
institutions, providing them with uniform transactions accounting, the preparation of
financial reports in accordance with uniform principles, and maintains an information
system for accounting and human resources records and the prompt exchange of
information.

Along-term goal of the development of the service is a standardised accounting and

HR record-keeping system service created and provided in line with the best practices of
EU Member States and the concept report ‘Development of a Shared Service Centre for
Public Administration' approved by the Cahinet of Ministers that is provided to central
government budget institutions and institutions not financed from the budget via a
shared resource management system, thus ensuring the e ective and streamlined use of
resources and reliable, high-quality, reusable data.

The Treasury implements the EU Recovery and Resilience Facility Investment Plan
Project 2.1.2.1.i*Shared public financial resource planning and management accounting
services for public administration, implementation of shared resource management:
The goal of the project is to create a single platform for accounting and human resources
record-keeping, for budget planning and financial management, providing shared
services that will, long-term, enable a significant improvement in the future use of data
and a move towards more e - ciency in administrative functions. The following is to be
achieved as part of the project:
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1) by the first quarter of 2026, a uniform, centralised State administration platform
is created for accounting and human resources record-keeping, budget planning,
and financial management;

2) legislation and process descriptions refined for standardisation and service
provision;

3) gradual transfer of line ministries (central government budget institutions and
institutions not financed from the budget ) to the centralised platform.

The investments of the Recovery and Resilience Facility are aimed at the digital
transformation of State administration functions, intended to develop the necessary
solutions, capabilities, and skills, and toimprove e  ciency, digital processes, and data
management. 07.12.2023. The Saeima adopted amendments to the Law on Budget and

Financial Management in the final reading:

1) stipulating that the accounting records of central government budget institutions
and institutions not financed from the budget are kept by the Treasury in
accordance with the procedure set by the Cabinet of Ministers;

2) delegating the provision of the service within State administration to the Treasury;

3) authorising the Cabinet of Ministers to issue requlations defining the services
provided by the Treasury, the procedure for the provision of services, and the
procedure for central government budget institutions and institutions not financed

from the budget to join the State administration shared service centre for the
receipt of services.

In January 2026, the Treasury began providing the service as part of the single solution
toa further 78 institutions, bringing the total to 109. As part of the project:

1) standardised processes, laws and regulations for the delivery of the service have
been developed in conjunction with ministries and their institutions (Ministry
of Health, Ministry of Agriculture, Ministry of Smart Administration and Regional
Development, Ministry of Climate and Energy, and Ministry of Economy), and the
ministries moved to the centralised platform in 2025;

2) the scope of counterparties in the transfer of institutions was broadened to achieve
significantly more ambitious goals within the existing project funding;

3) acentralised solution for budget planning and financial management (institution-
level planning functions) is implemented, providing State administration with a
streamlined financial management process tailored to user needs;

Treasury
Republic of Latvia

4) structural changes were developed and approved in 2025, including the number,
classification, and job descriptions of new positions approved by the State
Chancellery.

TThe strategic vision for centralising the accounting and bookkeeping service covers
some 170 direct State administration institutions (ministries, entities subordinate
to them, and independent institutions), and by the end of 2026, the accounting
and human resources service is expected to cover 80% of those working in State
administration.

In 2025, the Treasury began providing a single accounting and human resources record-
keeping solution for the Ministry of Smart Administration and Regional Development,
the Ministry of Economy, the Ministry of Climate and Energy, the Ministry of Health,
and the Ministry of Agriculture. In 2026, it will also add the Ministry of Justice, the
Ministry of Culture (not including the State Culture Capital Foundation), the Ministry

of Finance, and the Ministry of Education and Science, as well as the School of Public
Administration, the State Chancellery, the National Electronic Mass Media Council of
Latvia, the Public Electronic Mass Media Council, the State Data Inspectorate, and the
Judicial Academy.

During the reporting period, initial results were already achieved in the implementation
of the single information technology solution and the establishment of the shared
service centre at the Treasury, pursuing the approach of centralising the State
administration support functions envisaged in the concept report. 2025 saw the
continuation of the development of single solutions, improving standardised processes
and developing information system functions to keep records of transactions specific

to various authorities. At the same time, a business intelligence (BI) solution was
developed for providing financial accounting reports, and a budget planning and
financial management solution was created to provide authority-level planning
functions.

Detailed information about this process is included in the information reports ‘On the
progress of the creation of a Single State Administration Service Centre between 1
December 2024 and 31 May 2025"and ‘On the progress of the creation of a Single State
Administration Service Centre between 1 June 2025 and 30 November 2025, reviewed
by the Cabinet of Ministers.
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5. Accomplishments in the Accounting and Bookkeeping Service

5.2. Performance Indicator of Operational Target Table 6.
Activity performance indicator
for the Provision of Accounting and Bookkeeping Services

Performance indicator numeric values in 2025

Outcome Performance indicator
Planned Implemented
1. Institutions transferred in accordance with the plan | 1.1. Number of institutions receiving single and standardised services on
approved by the Cabinet of Ministers. the centralised platform, 42 109

The indicator is met. Measures were taken to centralise the provision of services to the institutions mentioned in this report in 2026 and to move them to the shared service centre.
Accountants needed for accounting were transferred identifying and examining institution-specific processes, moving institutions to standardised financial accounting and human resources
record-keeping processes using the shared service centre and the Horizon centralised solution..

5.3. Steps Planned for 2026

The Treasury will continue to organise an e cient environment for user management
and the exchange and provision of service information to the customer. Starting in
January 2027, the accountants of the Ministry of Foreign A  airs, the Ministry of the
Interior, and the Ministry of Welfare, as well as their subordinate institutions, will join
the shared service centre.

In 2026, extensive work will continue on the development of uniform solutions,
including the improvement of standardised processes, the updating of the design of
the accounting and human resources record-keeping information system to cover
transactions specific to new authorities, as well as on the creation and expansion of
system configurations, the development of a business intelligence (BI) solution for
providing financial accounting reports, and developing a budget planning and financial
management solution.
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6. Accomplishments in the Governance of the Institution

Goal of the Operational Direction
Shape a modern State administration institution with professional,
innovative employees who focus on personal growth and
cooperation, in a supportive working environment for achieving
the strategic goals of the Treasury.

6.1. Funding of the Treasury and the Spending Thereof

In 2025, the Treasury received a grant from central government budget general
revenue to cover its expenses.

In 2025, the Treasury (under the Ministry of Finance) implemented the following
basic budget programmes and sub-programmes:

1) Programme 31.00.00 ‘Central Government Budget implementation and
Central Government Debt Management”:

Sub-Programme 31.01.00‘Central Government Budget implementation’;
Sub-Programme 31.02.00‘Central Government Debt Management’;

2) Sub-Programme 41.03.00 ‘Contributions to International Organisations';

3) Sub-Programme 62.11.00 ‘European Regional Development Fund (ERDF)
projects (2021-2027)’;

4) Sub-Programme 70.50.00 ‘Technical Assistance for the Absorbtion of ERDF,
ESF+, CF, TPF funding (2021—2027)’;

5) Sub-Programme 71.05.00 ‘Technical Assistance for the Absorbtion of the
European Economic Area Financial Mechanism and the Norwegian Financial
Mechanism (2018—2025)';

6) Sub-Programme 72.05.00 ‘Technical assistance for the Absorbtion of the
Latvian-Swiss Cooperation Programme. Technical Assistance in the Latvian-
Swiss Cooperation Programme for 2023—2029';

7) Sub-Programme 74.06.00 ‘Projects and measures of the Recovery and
Resilience Facility (RRF) for 20212026
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The purpose of the Sub-Programme ‘Central Government Budget Execution’ is to
ensure e  cient and economical implementation and supervision of the general
central government budget, and the compliance of the services provided by the
Treasury with best financial management practices.

The purpose of the Sub-Programme ‘Central Government Debt Management'is to
ensure the timely availability of funds for financing necessities at the lowest possible
central government debt servicing cost, limiting financial risks and at the same time
contributing to the development of the domestic financial market.

The purpose of the Sub-Programme ‘Contributions to International Organisations'is
to ensure the fulfilment of the financial obligations of the Republic of Latvia, paying,
in a timely manner and to a full extent, the annual membership fees to international
financial organisations, e ecting the payments into the capital and/or reserves of
such international financial institutions, where the Republic of Latvia is the holder
of capital shares, ensuring the fulfilment of the obligations undertaken, including
Latvia’s participation in the ‘Financial Transactions Plan’financing mechanism of the
International Monetary Fund.

The purpose of the Sub-Programme ‘European Regional Development Fund (ERDF)
Projects (2021—2027)'is to provide the accounting function for the ERDF project
‘Support for the development of the technology transfer system’

Treasury
Republic of Latvia

The purpose of the Sub-Programme ‘Technical Assistance for the Absorption of

ERDF, ESF+, CF, TPF funding (2021—2027)"is to ensure the closure of the 2014—2020
EU funds programming period and the fulfilment of the functions of the accounting
authority for the 20212027 EU Fund programming period.

The purpose of the Sub-Programme ‘Technical Assistance for the Absorption of
the European Economic Area Financial Mechanism and the Norwegian Financial
Mechanism (2018—2025)'is to ensure the fulfilment of the functions of the
Certification Authority for EEA and Norwegian Financial Mechanisms.

The purpose of the Sub-Programme ‘Technical Assistance for the Absorption of the
Latvian-Swiss Cooperation Programme for 2023—2029'is to ensure that the functions
of the Paying Authority for the Swiss Cooperation Programme are fulfilled in
accordance with the regulations of the Swiss (donor state) Cooperation Programme.
The purpose of the sub-programme ‘Projects and Activities of the Recovery and
Resilience Facility (RRF) for 2021—2026'is to create a centralised platform for
accounting, human resources records, budget planning and financial management,
intended for direct State administration authorities, for better e - ciency, digital
transformation, and the optimisation of State funds.

In 2025, the Treasury carried out no research work, and development work took place
as part of the above projects.
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