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The Saeima1 has adopted 
and the President has proclaimed the following Law:
On the Application of Taxes in Free Ports and Special Economic Zones
Chapter I

General Provisions
Section 1. 
Terms Used in this Law
(1) Terms used in the Free Port of Riga Law, the Free Port of Ventspils Law, the Liepāja Special Economic Zone Law and the Rēzekne Special Economic Zone Law, the Law On Control of Aid for Commercial Activities, the Law On Taxes and Fees, the Law On Value Added Tax and the Law on Enterprise Income Tax, as well as terms used in regulatory enactments regulating customs matters, are the terms used in this Law if it is not stated otherwise in this Law.
(2) The following terms are also used in this Law:
1) permission to apply direct tax relief:
a) a certificate issued by the Liepāja Special Economic Zone Authority to a capital company of the special economic zone regarding the right to apply direct tax relief and the special procedures for making State social insurance payments,
b) a permit issued by the Rēzekne Special Economic Zone Management Stock Company to a capital company of the special economic zone regarding the right to apply direct tax relief and the special procedure for making State social insurance payments,
c) a certificate issued to a capital company licensed by the Free Port of Ventspils Authority regarding the right to apply direct tax relief and the special procedure for making State social insurance payments, and
c) a certificate issued to a capital company licensed by Port of Riga Authority regarding the right to apply direct tax relief and the special procedure for making State social insurance payments;
2) free port authority - the Free Port of Riga Authority or Free Port of Ventspils Authority;
3) licensed capital company – a capital company (undertaking) which has entered into an agreement with the free port authority regarding commercial activities in the free zone territory of the Free Port of Riga territory and the Free Port of Ventspils territory;
4) indirect taxes – customs duties, natural resources tax, excise duties and value added tax;
5) direct taxes – enterprise income tax and immovable property tax;
6) accumulated amount of investments – the amount of all the investments by a zone capital company or licensed capital company which are made:
a) commencing with the taxation period in which it has entered into an agreement with a zone authority or free port authority regarding the making of investments in the territory of the zone or free port, up to the taxation period (inclusive) regarding which the calculation is performed – a capital company which is a capital company of the Liepāja Special Economic Zone or the Rēzekne Special Economic Zone or a Free Port of Rīga licensed capital company, or
b) commencing with the day of the coming into force of this Law up to the taxation period (inclusive) regarding which the calculation is performed – a capital company, which is a Free Port of Ventspils licensed capital company;
7) accumulated amount of direct tax relief – the whole amount of direct tax relief used in accordance with this Law commencing with the taxation period in which the zone capital company or licensed capital company has been issued with permission to apply direct tax relief up to the taxation period (not inclusive) regarding which the calculation is performed;
8) zone authority - the Liepāja Special Economic Zone Authority or the Rēzekne Special Economic Zone Management Stock Company;
9) territory of a zone – the special economic zone territory as specified by the Liepāja Special Economic Zone Law or the Rēzekne Special Economic Zone law;
10) territory of a free port – the free port territory specified in the Free Port of Ventspils Law or the Free Port of Rīga Law;
11) zone capital company – a Liepāja Special Economic Zone capital company or a Rēzekne Special Economic Zone merchant with which the zone authority has entered into an agreement regarding the carrying out of commercial activities and making of investments in the territory of the Liepāja Special Economic Zone or the Rēzekne Special Economic Zone; and
12) investments made by a zone capital company or a licensed capital company – the long-term investments in the capital assets [tangible investments (buildings, constructions, technological equipment and machines, unfinished construction objects) and intangible investments (costs of acquisition of patents and technology)] of a zone capital company or licensed capital company, which conform to all of the following conditions:

a) are provided for in the contract entered into between the zone authority and the zone capital company or the port authority and the licensed capital company regarding the making of investments or a decision of the free port or zone authority, 

b) conform to the requirements specified in Article 2, Paragraph 1, Sub-paragraph “c”, as well as Article 4, Paragraphs 2, 5 and 8 of Commission Regulation (EC) No. 1628/2006 of 24 October 2006 on the application of Articles 87 and 88 of the Treaty to national regional investment aid (hereinafter – Commission Regulation No. 1628/2006).
[22 May 2003; 31 March 2004; 20 January 2005; 19 December 2006]

Section 2. 
Purpose of the Law
This Law determines the procedures for the application of:
1) indirect taxes in the Free Port of Riga, the Free Port of Ventspils, the Liepāja Special Economic Zone and the Rēzekne Special Economic Zone; and
2) direct tax relief and the performance of State social insurance payments in the Liepāja Special Economic Zone, the Rēzekne Special Economic Zone, the Free Port of Ventspils and the Free Port of Riga.

Section 2.1
Application of the Tax Law

The necessary actions for applying, calculating, declaring, paying and ensuring other correct paying of taxes for the taxes of a zone capital company, licensed capital company, zone authority and port authority shall be performed in accordance with tax laws and regulatory enactments in the field of customs matters if not otherwise provided for in this Law.

[22 May 2003; 31 March 2004; 19 December 2006]

Chapter II

Application of Indirect Taxes
Section 3. 
Application of Indirect Taxes to Delivery of Goods and Services

(1) Goods, which are not intended for further exportation and which are delivered to a licensed capital company, a zone capital company, a zone authority or a free port authority by a person registered as a value added tax payer, shall be subject to a 18 per cent or 5 per cent rate of value added tax in accordance with the Law On Value Added Tax if not otherwise provided for in this Section. 

(2) The following shall be subject to 0 per cent rate of value added tax:

1) supply of goods to a licensed capital company, a zone capital company, a zone authority or a free port authority in a free zone of a free port or special economic zone territory (hereinafter – free zone) by a person registered as a value added tax payer (hereinafter – tax payer) for further exportation; and

2) supply of such goods to a licensed capital company, a zone capital company, a zone authority or a free port authority as conform to the requirements specified in Section 1, Paragraph two, Clause 12 of this Law;

3) [20 January 2005] 

4) [20 January 2005] 

5) [20 January 2005] 

(3) If the goods referred to in Paragraph two, Clause 1 of this Section are sold in the free zone they shall be subject to 18 per cent or 5 per cent rate of value added tax in accordance with the Law On Value Added Tax.

(4) If the licensed capital company, a zone capital company, a zone authority or a free port authority supplies the goods referred to in Paragraph two, Clause 2 of this Section to another person earlier than five years from the moment of its purchase, the licensed capital company, a zone capital company, a zone authority or a free port authority shall calculate the value added tax from the initial value, and pay in such tax to the State budget in the taxation period when the supply of the goods took place and this tax may not be deducted as an input tax.

(5) [20 January 2005] 

(6) [20 January 2005] 

(7) Petroleum products which are delivered to a licensed capital company, a zone capital company, a zone authority or a free port authority shall be exempt from excise duty while the petroleum products are located in the free zone territory of the licensed capital company, zone capital company, zone authority or free port authority.

(8) Petroleum products shall be exempt from excise duty in case when these products are utilised by a licensed capital company, a zone capital company, a zone authority or a port authority for: 

1) ships and other floating objects which are not utilised for leisure and recreational needs; 

2) ships for manufacture, testing and maintenance needs; 

3) ships and other floating objects which are utilised for works of excavation and enlargement of waterways and ports; and

4) electricity generation or in combined equipment which generates electricity and heat.

(81) If in the cases referred to in Paragraph eight of this Section, diesel fuel, kerosene or fuel oil the colorimetric index of which is less than 2.0 and the kinematic viscosity at 50oC is less than 25 cSt, or the substitute products and components of such petroleum products is utilised, then the relevant petroleum products shall be exempt from excise duty if they are labelled (marked) in accordance with the requirements of the Law On Excise Duty. 
(9) The rate specified in Section 14, Paragraph two of the Law On Excise Duty shall be applied to the petroleum products referred to in Section 14, Paragraph one, Clauses 3, 4 and 6 of the Law On Excise Duty, which are labelled (marked) in accordance with the requirements of the Law On Excise Duty and which are utilised by a licensed capital company, a zone capital company, a zone authority or a port authority in the territory of a free zone for: 

1) stationary installations;

2) cranes and other similar objects;

3) equipment which has been utilised in construction work only in the territory of a free zone; and

4) machines, which according to the construction are not intended for travelling on public roads.

(10) The Cabinet shall determine such conditions for the circulation and control of petroleum products, which in accordance with Paragraphs seven, eight, 81 and nine of this Section, shall be applied exemptions and rebates from excise duty, as well as the conditions for the registration of the users of such petroleum products.

[22 May 2003; 31 March 2004; 20 January 2005; 19 December 2006]

Section 4. 
Restrictions on Retail Trade
(1) In the free zone territory of licensed capital companies and zone capital companies, the delivery of goods and provision of services to natural persons (hereinafter – retail trade) is prohibited, except:
1) the delivery of food and medical goods;
2) public catering, medical, communications and financial transactions; and
3) trade in tax-free shops, which have been established in accordance with the Customs Law and operate in accordance with the procedures prescribed by the Cabinet.
(2) The retail goods delivered and services provided in the free zone territory of a licensed capital company and a zone capital company referred to in Paragraph one, Clause 1 and 2 of this Section shall be subject to a 18 per cent or 5 per cent rate of value added tax in accordance with the Law On Value Added Tax, except for those goods and services which are exempt from value added tax in accordance with Section 6 of the Law On Value Added Tax.
(3) Delivery of the goods referred to in Paragraph one, Clause 1 of this Section and provision of the services mentioned in Paragraph one, Clause 2 to natural persons shall be permitted only for those licensed capital companies or zone capital companies which have entered into an agreement on retail trade in the territory of a free zone or the territory of a free port with a zone authority or a free port authority. Territory intended for retail trade as well as other territory and premises for storage of relevant goods shall be stated in the agreement.
[22 May 2003; 31 March 2004; 19 December 2006]

Chapter III

Application of Direct Tax Relief and Performance of Mandatory State Social Insurance Payments
Section 5. 
Permission to Apply Direct Tax Relief
(1) Permission to apply direct tax relief shall be granted by a zone authority or a free port authority in accordance with the procedures specified by law.
(2) Permission to apply direct tax relief may be granted to a zone capital company or a licensed capital company, which conforms to the following conditions:
1) is located in the territory of a special economic zone or free port; and
2) performs commercial activities only in the territory of a special economic zone or free port. The following shall not be considered to be commercial activity outside of the territory of a special economic zone or free port:
a) the location of the administrative institutions or representation offices of zone capital companies or licensed capital companies outside of the territory of a special economic zone or free port,
b) the conduct of negotiations and the concluding of contracts outside of the territory of a special economic zone or free port,
c) the transit of goods from or to the territory of a special economic zone or free port, and
d) other activities, which do not have the nature of the execution of a goods-money transaction.
(3) Permission to apply direct tax relief shall no longer be in force if at least one of the following conditions exists:
1) the term of operation of the special economic zone has expired or the free port has been abolished;
2) the term of validity of such permission has expired;
3) the zone authority or free port authority and the zone or licensed capital company agree to terminate the agreement regarding the performance of commercial activities in the territory of the zone or free port;
4) a court has terminated the agreement between a zone authority or free port authority and a zone or licensed capital company regarding the performance of commercial activities in the territory of the zone or free port and cancelled the permission issued to such capital company to receive direct tax relief; and
5) the zone capital company or the licensed capital company is liquidated or reorganised, as well as commercial activity is terminated as prescribed in other cases by law.

(4) A zone authority or free port authority shall not grant a permission to apply direct tax relief to the following capital companies:


1) the transport sector capital companies referred to in Annex 1, Paragraph 1 of this Law;


2) the steel industry sector capital companies referred to in Annex 2 of this Law;


3) the synthetic fibre manufacturing sector capital companies referred to in Annex 3 of this Law;


4) the agricultural sector capital companies referred to in Annex 4, Paragraph 1 of this Law;


5) the fishery sector capital companies referred to in Annex 5 of this Law;


6) the coal industry sector capital companies referred to in Annex 6 of this Law; and


7) the ship building sector capital companies referred to in Annex 7, Paragraph 1 of this Law.

[22 May 2003; 31 March 2004; 19 December 2006]

Section 6. 
Immovable Property Tax Rebate
(1) A zone or licensed capital company is entitled to apply an immovable property tax rebate in the amount of 80 per cent of the tax amount calculated (not applying other rebates) to the immovable property, located in the territory of the zone or free port, of which they have ownership, legal possession, or which they have been granted the right to use, unless otherwise provided for in Section 10 of this Law.
(2) Upon the decision of a local government, a zone or licensed capital company is entitled to apply an immovable property tax rebate up to the amount of 20 per cent of the tax amount calculated (not applying other rebates) to the immovable property, located in the territory of the zone or free port, of which they have ownership, legal possession, or which they have been granted the right to use, unless otherwise provided for in Section 10 of this Law.
(3) In the immovable property tax notification, a local government shall state the amount of immovable property tax to be paid for the taxation period, taking into account the immovable property tax rebate prescribed in Paragraphs one and two of this Section.
(4) The immovable property tax rebate referred to in Paragraph one of this Section shall be taken into account in making an immovable property tax forecast for local governments, which shall be used in the calculation of local government financial equalisation account for the next financial year.
(5) A zone authority or the Free Port of Rīga Authority shall not pay immovable property tax or any other tax which may be introduced in place of the referred to tax, for immovable property which is located outside the territory of the zone or free port and belongs to the State or local government, and which in accordance with law has been granted for use to a zone authority or free port authority and has not been transferred further to another user.
[19 December 2006]

Section 7. 
Enterprise Income Tax Relief
(1) A zone capital company or a licensed capital company is entitled to apply enterprise income tax rebate in the amount of 80 per cent of the tax amount calculated.
(2) In commencing advance payments of enterprise income tax, a zone capital company or licensed capital company shall take into the account the tax rebate provided for in Paragraph one of this Section and shall calculate the advance payments in accordance with the procedures prescribed in the Law on Enterprise Income Tax.
(3) A zone capital company or licensed capital company, when paying dividends, and remuneration for management and consultancy services and payment for intellectual property to a non-resident, shall withhold enterprise income tax from such payments with an 80 per cent rebate of the tax amount calculated.
(4) A zone capital company or a licensed capital company shall reduce income subject to enterprise income tax by the investments in such infrastructure or social sphere sites as belong to the State or local government and are located in the territory of a special economic zone or free port, if such investments have been made in accordance with an agreement which has been concluded with the zone authority or free port authority.
[19 December 2006]

Section 8. 
Restrictions on the Application of Direct Tax Rebates
(1) A zone capital company or a licensed capital company shall apply the tax rebates, prescribed in Section 6, Paragraphs one and two and Section 7, Paragraph one of this Law, for a taxation period if the accumulated amount of direct tax rebates and the rebates calculated for the taxation period in accordance with Section 6, Paragraphs one and two and Section 7, Paragraph one of this Law together do not exceed the percentage of the accumulated amount of investments to be applied to the relevant capital company (if the restrictions specified in Paragraph four of this Section have been complied with):

1) to a zone capital company or a licensed capital company which exceeds the criteria specified in Annex 1 of Commission Regulation (EC) No 364/2004 of 25 February 2004 amending Regulation (EC) No 70/2001 as regards the extension of its scope to include aid for research and development – 50 per cent of the accumulated amount of investments (in accordance with Article 4, Paragraph 1, Sub-paragraph “b” of Commission Regulation No. 1628/2006); 

2) to a zone capital company or a licensed capital company that conforms to the status of a medium-sized capital company specified in Annex 1 of Commission Regulation (EC) No 364/2004 of 25 February 2004 amending Regulation (EC) No 70/2001 as regards the extension of its scope to include aid for research and development – 60 per cent of the accumulated amount of investments (in accordance with the last sentence of Article 4, Paragraph 1 of Commission Regulation No. 1628/2006); 


3) to a zone capital company or a licensed capital company that conforms to the status of a small capital company specified in Annex 1 of Commission Regulation (EC) No 364/2004 of 25 February 2004 amending Regulation (EC) No 70/2001 as regards the extension of its scope to include aid for research and development – 70 per cent of the accumulated amount of investments (in accordance with the last sentence of Article 4, Paragraph 1 of Commission Regulation No. 1628/2006); and


4) to a zone capital company or a licensed capital company that is defined in Annex 4, Paragraph 2 (agricultural product processing and marketing capital companies) of this Law:



a) a small and medium-sized capital company - 50 per cent of the accumulated amount of investments (in accordance with Article 4, Paragraph 10, Sub-paragraph “a” of Commission Regulation No. 1628/2006), and



b) a capital company, which is neither a small nor a medium-sized capital company, but in which there is less than 750 employees and the turnover of which is less than 200 million euros equivalent in lats in accordance with the average exchange rate for the previous year specified by the Bank of Latvia – 25 per cent of the accumulated amount of investments (in accordance with Article 4, Paragraph 10, Sub-paragraph “b” of Commission Regulation No. 1628/2006).
(2) If the accumulated amount of direct tax rebates and the rebates calculated accordance with Section 6, Paragraphs one and two and Section 7, Paragraph one of this Law for a taxation period together exceed the percentages specified in Paragraph one, Clauses 1 or 2 of this Section respectively of the accumulated amount of investments of the zone capital company or the licensed capital company, tax rebates for the taxation period shall be applied taking into account the restrictions prescribed in Sections 10 and 11 of this Law.
(3) [19 December 2006]

(4) If a zone capital company or a licensed capital company in addition to the existing aid within the scope of this Law receives other aid for making initial investments, the Cabinet shall determine the maximum permissible percentage which the accumulated amount of direct tax rebates may reach during the taxation period in relation to the accumulated amount of investments of the zone capital company or the licensed capital company. This restriction shall be taken into consideration when applying Section 10 and Section 11, Paragraph two of this Law.

(5) If a zone capital company or a licensed capital company, which has made investments in conformity with Section 1, Paragraph two, Clause 12 of this Law is liquidated prior to the end of the time period referred to in Section 1, Paragraph two, Clause 12, Sub-clause “c” of this Law, it shall perform a recalculation of direct taxes for the taxation periods in which direct tax rebates were applied, and shall pay into the budget an amount in respect of which as a result of the application of such rebate the taxes to be paid were reduced.

(6) If prior to the end of the time period referred to in Section 1, Paragraph two, Clause 12, Sub-clause “c” of this Law a zone capital company or a licensed capital company is reorganised in conformity with Section 1, Paragraph fifteen, sixteen or seventeen of the Law on Enterprise Income Tax and its investments, which have been performed in accordance with Section 1, Paragraph two, Clause 12 of this Law transfers to the ownership of another capital company:


1) the reorganised (acquiring, acquired, to be acquired or to be divided) capital company has the right to apply the direct tax rebates specified in this Law in relation to the unused accrued rebate amount proportionate to the held or taken over amount of investment (the initial value of the investment shall be taken as the basis for the calculation thereof), if the reorganised capital company has acquired the status of a zone capital company or a licensed capital company under the following conditions:



a) the value of the held or taken over amount of investment of the reorganised capital company forms more than 75 per cent of the total investment value, which has been performed in accordance with Section 1, Paragraph two, Clause 12 of this Law,



b) the basic type of commercial activity of the reorganised capital company, which comprises at least 75 per cent of the net turnover of the capital company, conforms to the basic type of commercial activity of the capital company to be reorganised and is preserved during the activities on all permits to apply direct tax rebates, and


c) the commercial activity of the reorganised capital company takes place in same territory of the special economic zone or free port in which the zone capital company or licensed capital company to be reorganised performed commercial activities prior to reorganisation; and


2) which has not acquired the status of a zone capital company or a licensed capital company, the capital company to be reorganised shall perform a recalculation of direct taxes for the taxation periods in which direct tax rebates were applied, and shall pay into the budget an amount in respect of which as a result of the application of such rebate the taxes to be paid were reduced.

(7) In the cases referred to in Paragraph five and Paragraph six, Clause 2 of this Section, the reduced amount of direct taxes, which has been established as a result of the application of direct tax rebates, shall be deemed to be a late tax payment, and an increase in the basic debt and late fees shall be calculated for it according to the procedures specified in the Law One Taxes and Fees. 


[22 may 2003; 31 March 2004; 19 December 2006]

8.1
Restrictions on the Application of Direct Tax Rebates for Large Investment Projects

For large investment projects by a zone capital company or a licensed capital company within the scope of which the planned costs of the investments to be made exceed 50 million euros equivalent in lats in accordance with the exchange rate specified by the Bank of Latvia for the day when the contract for the making of such investments was entered into between the zone authority and the zone capital company or the free port authority and the licensed capital company, the following conditions shall be applied:


1) the percentage of the accumulated amount of investment specified in Section 8, Paragraph one of this Law shall not be applied, but the Cabinet shall decide regarding the maximum allowable percentage which in the taxation period the amount of accumulated direct tax rebate may be allowed to reach in relation to the accumulated amount of investment of the zone capital company or licensed capital company, which does not exceed:

a) 50 per cent of the accumulated amount of investment in investment projects up to 50 million euro,

b) 25 per cent of the accumulated amount of investment in the project part from 50 to 100 million euro, and

c) 17 per cent of the accumulated amount of investment in the project part, which exceed 100 million euro;


2) the zone authority or the free port authority within a period of 10 working days after entering into the contract for the making of such an investment shall submit to the Ministry of Finance the information specified in Annex 2 of Commission Regulation No. 1628/2006; and


3) if the planned costs of the investments to be made exceed 100 million euros and the amount of the direct tax rebate to be applied  for such an investment project exceeds 28 million 125 thousand euro, the European Commission shall be notified separately regarding the planned large investment project and the implementation of the investment project shall commence only after the receipt of a decision by the European Commission regarding the compatibility of the aid with Article 87 of the Treaty establishing the European Community.

[19 December 2006]

Section 9. 
Conditions for the Application of Direct Tax Relief
(1) A zone capital company or a licensed capital company shall acquire the right to apply direct tax relief as of the taxation period in which permission to receive direct tax relief has been issued.
(2) The right to apply direct tax relief shall terminate as of the taxation period in which the permission to apply direct tax relief is no longer in effect.
(3) The taxation period for enterprise income tax and immovable property tax for zone capital companies or licensed capital companies and a zone authority or free port authority is the calendar year. The first taxation period may be shorter than a calendar year but may not be longer than 12 months.
[19 December 2006]

Section 10. 
Procedures for the Application of Enterprise Tax Rebate
If the accumulated amount of direct tax rebates together with the immovable property tax rebate for a taxation period as prescribed in Section 6, Paragraphs one and two of this Law exceeds the percentages specified in Section 8, Paragraph one, Clauses 1, 2 and 3; Clause 4, Sub-paragraph “a” or “b”, or Section 8.1, Clause 1 of this Law respectively of the accumulated amount of investments, the immovable property tax rebate for a taxation period shall be reduced by the amount exceeded, and the zone capital company or licensed capital company shall pay immovable property tax in the amount equal to the immovable property tax rebate reduction.
[22 may 2003; 19 December 2006]

Section 11. 
Application of Enterprise Income Tax Rebates
(1) If a zone capital company or licensed capital company, in calculating the immovable property tax rebates prescribed in Section 6, Paragraphs one and two of this Law, has applied Section 10 of this Law, it is not entitled to apply the enterprise income tax rebate as prescribed in Section 7 of this Law
(2) If the accumulated amount of direct tax rebates and the tax rebates applied within the taxation period in accordance with Section 6, Paragraphs one and two of this Law, and the rebates calculated in accordance with Paragraph one of Section 7 together exceeds the percentages specified in Section 8, Paragraph one, Clauses 1, 2 and 3; Clause 4, Sub-paragraph “a” or “b”, or Section 8.1, Clause 1 of this Law respectively of the accumulated amount of investments of a zone capital company or a licensed capital company, the enterprise income tax rebate calculated for the taxation period shall be reduced by the amount exceeded.
(3) In the case mentioned in Paragraph two of this Section, the reduction of advance payments made by the zone capital company or the licensed capital company in the taxation period, which is calculated as the difference between the advance payments, which should be calculated by applying the tax rebate in accordance with the restrictions prescribed in Paragraph two of this Section, and the advance payments calculated in accordance with Section 7, Paragraph two of this Law, shall be considered as a delayed tax payment for which the increase in the basic tax debt and delayed payment amount shall calculated in accordance with the procedures prescribed in the Law On Taxes and Fees.
[22 May 2003; 19 December 2006]

Section 12. 
Provision of Information regarding the Application of Direct Tax Rebates
(1) A zone capital company or a licensed capital company that applies direct tax rebates shall submit the following to a territorial office of the State Revenue Service and the local government by 1 March of a post taxation year:
1) a report on the accumulated amount of direct tax rebate and the accumulated amount of investments; and
2) a report on the application of immovable property tax rebates in the taxation period.
(2) A zone capital company or a licensed capital company shall submit a report on the application of direct tax rebates in the taxation period together with the annual accounts of the undertaking and the enterprise income tax declaration to a territorial office of the State Revenue Service within the time period prescribed in the Law On Enterprise Income Tax.
(3) The territorial office of the State Revenue Service shall submit the reports referred to in Paragraphs one and two of this Section to the Ministry of Finance by 1 October of the post taxation year.
(4) Samples of the report forms referred to in Paragraphs one and two of this Section shall be approved by the Cabinet, but the methodology for filling out the forms – by the State Revenue Service.
(5) A zone authority or a free port authority shall provide, by 1 March of the post taxation year, to a territorial office of the State Revenue Service, the local government and the Ministry of Finance information regarding zone capital companies or licensed capital companies:
1) which have been issued permission to apply direct tax relief within the taxation period;
2) whose issued permission to apply direct tax relief within the taxation period are no longer in effect; and
3) which are terminating commercial activity or whose activity has terminated in accordance with the Commercial Law.

(6) A zone authority or a free port authority shall, on the basis of a request from the State Revenue Service territorial office, local government or the Ministry of Finance, submit a copy of the contract entered into between it and a zone capital company or a licensed capital company regarding the making of investments and the annex to the contract – the planned investment schedule.
[31 March 2004; 19 December 2006]

Section 12.1
Storage of Information regarding the Application of Direct Tax Rebates


A zone capital company or a licensed capital company, which receives direct tax rebates within the scope of this Law, shall store data regarding the investments made and the direct tax rebates received for 10 years from the year when direct tax rebates were applied to the zone capital company or licensed capital company in accordance with the conditions of this Law.

[19 December 2006]


Section 13. 
Performance of State Social Insurance Payments
(1) Mandatory social insurance payments shall be made by zone capital companies or licensed capital companies for their employees and by persons employed in zone capital companies or licensed capital companies in accordance with the Law On State Social Insurance, except for the case described in Paragraph two of this Section.
(2) In respect of a person employed in a zone capital company or a licensed capital company – an alien who pays mandatory State social insurance payments or similar payments in his or her state of residence – a zone capital company or a licensed capital company, is entitled to perform monthly mandatory social insurance payments from an amount which is less than the monthly work income of the socially insured person, but which is not less than fifteen minimum monthly salaries. The zone capital company or the licensed capital company shall agree with the relevant person in writing in respect of the amount from which the mandatory State social insurance payments is to be calculated.
(3) Persons employed in a zone capital company or a licensed capital company for whom reduced State social insurance payments are made, may receive all the guarantees and services as prescribed in the Law On State Social Insurance and in other laws in conformity with the mandatory social insurance payments made for these persons.
[19 December 2006]


Transitional Provisions

1. For construction services provided to a zone capital company or a licensed capital company, a free port authority or a zone authority by a person who is registered as a value added tax payer in the free zone, the value added tax shall be applied at a rate of 0 per cent until 30 April 2004. A value added tax shall be applied at a rate of 0 per cent until 30 April 2004 also for those construction services, which a tax payer provides to a free port authority or a zone authority outside the territory of the free zones.

2. Permissions to apply direct tax relief that are issued to zone capital companies up to 31 December 2001 shall be considered to be in effect.
3. As of 1 January 2003, the restrictions on the application of direct tax rebates as prescribed in this Law shall be applied to zone capital companies which have acquired the status of a zone capital company by 31 December 2001 and which have been issued permission by 31 December 2001 to apply direct tax relief, and to Rīga Free Port licensed capital companies.
4. Section 6 of this Law shall not apply to licensed capital companies, which have been issued a licence by the Free Port of Ventspils Authority up to the day of the coming into force of this Law.
5. Capital companies in the Liepāja Special Economic Zone and the Rēzekne Special Economic Zone which until the day of the coming into force of this Law have calculated the depreciation of fixed assets utilised for economic activities for the purposes of calculating enterprise income tax on the basis of rates which are different from those prescribed in the Law On Enterprise Income Tax, in relation to fixed assets which have been acquired up to the day of the coming into force of this Law, until the final writing off of the relevant fixed asset or fixed asset category depreciation shall continue to apply the previously applied fixed asset depreciation rates. Fixed assets utilised in economic activity, which are acquired after the day of the coming into force of this Law, the writing off of depreciation shall be performed in accordance with the general procedures specified in the Law On Enterprise Income Tax.

6. The direct tax relief provided for in Sections 6-13 of this Law for a licensed capital company and port authority is entitled to be applied to such investments as are performed up to 2017 (inclusive) not exceeding the allowable State aid intensity specified for the accumulated direct tax relief in relation to the amount of accumulated investments. 

7. The restrictions of direct tax relief specified in Sections 8 -11 of this Law shall be applied in conformity with the maximum State aid intensity specified in the regional aid map of Latvia. The restrictions specified in such map shall be applied commencing from the next taxation period after the coming into effect of the decision of the European Commission, which approves the referred to map. 

8. A zone capital company or a licensed capital company, which in conformity with the regional aid map of Latvia has the right to apply the State aid intensity which is less than the percentage specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law, starting with the next taxation period after the decision of the European Commission has come into effect, shall calculate the accumulated amount of investments and the accumulated amount of direct tax rebates as follows:

1) if until a taxation period, in which the State aid intensity has been reduced in accordance with a decision of the European Commission, the ratio of the accumulated amount of direct tax rebates to the accumulated amount of investments of a zone capital company or a licensed capital company has exceeded the percentage specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law, the zone capital company or the licensed capital company is not entitled to apply the direct tax rebates, but shall continue to make investments until the percentage ratio specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law has been reached.  Starting with the next taxation period after the percentage ratio specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law has been reached, the zone capital company or the licensed capital company shall start a new calculation of the accumulated amount of investments and the accumulated amount of direct tax rebates without regard to the amounts accounted in previous taxation periods; 

2) if until a taxation period, in which the State aid intensity has been reduced in accordance with a decision of the European Commission, the ratio of the accumulated amount of direct tax rebates to the accumulated amount of investments of a zone capital company or a licensed capital company has not reached the percentage specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law, the zone capital company or the licensed capital company shall continue to utilise the direct tax rebates until the ratio of the direct tax rebates to the accumulated amount of investments reaches the percentage specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law.  In determining the accumulated amount of investments, only such investments shall be taken into account, which have been made until the taxation period (including) in which a decision of the European Commission has been taken providing reduction of the State aid.   Starting with next taxation period when the ratio of the direct tax rebates to the accumulated amount of investments has reached the percentage specified in Section 8, Paragraph one, Clauses 1 or 2 of this Law, a zone capital company or a licensed capital company shall start a new calculation of the accumulated amount of investments and the accumulated amount of direct tax rebates. Investments, which have been made after the taxation period in which a decision of the European Commission was taken providing reduction of the State aid, shall be included in the new accumulated amount of investments;

9. Up to 31 December 2003, a zone capital company or a licensed capital company which pays the immovable property tax for buildings and constructions shall calculate the amount of tax to be paid into the budget for the taxation year, taking into account the rebates specified in Section 6, Paragraphs one and two of this Law, as well as the procedures for the application of immovable property tax rebates specified in Section 10 of this Law.

10. [31 March 2004]

11. Amendments to Section 1, Paragraph two (the terms used in this Law in relation to the Rēzekne Special Economic Zone) shall come into force simultaneously with the relevant amendments to the Rēzekne Special Economic Zone Law. 

12. Section 3 of this Law shall come into force on 1 July 2005.

13. A zone capital company or a licensed capital company, which operates in the fishery sector referred to in Annex 5 of this Law, after 1 January 2007 shall continue to apply the direct tax rebates for investments, which were made up to 31 December 2006, in accordance with the norms of the Law, which were in force up to 31 December 2006.

14. A zone capital company or a licensed capital company, which operates in the fishery sector referred to in Annex 5 of this Law, after 1 January 2007 shall continue to apply the direct tax rebates for investments, which were made after 1 January 2007 in accordance with a contract regarding the making of investments, which was entered into between the zone authority and the zone capital company or the free port authority and the licensed capital company up to 31 December 2006. In order that the capital company operating in the fishery sector may receive tax rebates for the investments made after 1 January 2007, the entered into contract must precisely indicate the investment plan, the amounts of investment and the time periods in which the investments shall be made. Direct tax rebates for investments, which are made after 1 January 2007 shall be applied in accordance the norms of the Law, which were in force up to 31 December 2006.

[22 May 2003; 31 March 2004; 20 January 2005; 19 December 2006]

Informative Reference to Commission Regulations
Aid within the scope of this Law shall be provided in accordance with Commission Regulation (EC) No. 1628/2006 of 24 October 2006 on the application of Articles 87 and 88 of the Treaty to national regional investment aid (published in the Official Journal of the European Communities, L302, 1.11.2006, p. 29).

[31 March 2004; 19 December 2006]

This Law shall come into force on 1 January 2002.
This Law has been adopted by the Saeima on 27 July 2001.
President






V. Vīķe-Freiberga
Rīga, 10 August 2001

Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 1

Transport Sector Capital Companies

1. Within the meaning of this Law, a transport sector capital company is a capital company, which provides the following transport (carriage) services (for the provision thereof a licence is necessary):


1) sea transport services;


2) air transport services;


3) land transport services;


4) railway transport services;


5) city transport services;


6) internal water transport services; and


7) combined transport services.

2. Within the meaning of this Law, capital companies the activities of which are associated with ensuring port services (for example, pilot, tugboat services, stevedoring services) in the territory of a port or outside thereof, are not deemed to be transport sector capital companies.

Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 2

Steel Industry Sector Capital Companies


Within the meaning of this Law, steel industry sector capital companies are capital companies, which manufacture the following products:

	No.
	Product
	Combined Nomenclature Code

[in accordance with Commission Regulation (EC) No 2031/2001 of 6 August 2001, amending Annex I to Council Regulation (EEC) No 2658/87 on the tariff and statistical nomenclature and on the Common Customs Tariff, published in the Official Journal of the European Communities, L279, 23.10.2001]

	1.
	Pig iron 
	7201

	2.
	Ferro–alloys
	7202 11 20; 7202 11 80; 7202 99 11

	3.
	Ferrous products obtained by direct reduction of iron ore and other spongy ferrous

products
	7203

	4.
	Iron and non–alloy steel
	7206

	5.
	Semi–finished products of iron or non–alloy steel
	7207 11 11; 7207 11 14; 7207 11 16; 7207 12 10; 7207 19 11; 7207 19 14; 7207 19 16; 7207 19 31; 7207 20 11; 7207 20 15; 7207 20 17; 7207 20 32; 7207 20 51; 7207 20 55; 7207 20 57; 7207 20 71

	6.
	Flat–rolled products of iron or non–alloy steel
	7208 10 00; 7208 25 00; 7208 26 00; 7208 27 00; 7208 36 00; 7208 37; 7208 38; 7208 39; 7208 40; 7208 51; 7208 52; 7208 53; 7208 54; 7208 90 10; 7209 15 00; 7209 16; 7209 17; 7209 18; 7209 25 00; 7209 26; 7209 27; 7209 28; 7209 90 10; 7210 11 10; 7210 12 11; 7210 12 19; 7210 20 10; 7210 30 10; 7210 41 10; 7210 49 10; 7210 50 10; 7210 61 10; 7210 69 10; 7210 70 31; 7210 70 39; 7210 90 31; 7210 90 33; 7210 90 38; 7211 13 00; 7211 14; 7211 19; 7211 23 10; 7211 23 51; 7211 29 20; 7211 90 11; 7212 10 10; 7212 10 91; 7212 20 11; 7212 30 11; 7212 40 10; 7212 40 91; 7212 50 31; 7212 50 51; 7212 60 11; 7212 60 91


	7.
	Bars and rods, hot–rolled, in irregularly wound coils, of iron or non–alloy steel
	7213 10 00; 7213 20 00; 7213 91; 7213 99

	8.
	Other bars and rods of iron or non–alloy steel
	7214 20 00; 7214 30 00; 7214 91; 7214 99; 7215 90 10

	9.
	Angles, shapes and sections of iron or non–alloy steel
	7216 10 00; 7216 21 00; 7216 22 00; 7216 31; 7216 32; 7216 33; 7216 40; 7216 50; 7216 99 10

	10.
	Stainless steel
	7218 10 00; 7218 91 11; 7218 91 19; 7218 99 11; 7218 99 20

	11.
	Flat–rolled products of stainless steel
	7219 11 00; 7219 12; 7219 13; 7219 14; 7219 21; 7219 22; 7219 23 00; 7219 24 00; 7219 31 00; 7219 32; 7219 33; 7219 34; 7219 35; 7219 90 10; 7220 11 00; 7220 12 00; 7220 20 10; 7220 90 11; 7220 90 31

	12.
	Bars and rods of stainless steel
	7221 00; 7222 11; 7222 19; 7222 30 10; 7222 40 10; 7222 40 30

	13.
	Flat–rolled products of other alloy steel
	7225 11 00; 7225 19; 7225 20 20; 7225 30 00; 7225 40; 7225 50 00; 7225 91 10; 7225 92 10; 7225 99 10; 7226 11 10; 7226 19 10; 7226 19 30; 7226 20 20; 7226 91; 7226 92 10; 7226 93 20; 7226 94 20; 7226 99 20

	14.
	Other alloy steel in ingots
	7224 10 00; 7224 90 01; 7224 90 05; 7224 90 08; 7224 90 15; 7224 90 31; 7224 90 39; 7227 10 00; 7227 20 00; 7227 90; 7228 10 10; 7228 10 30; 7228 20 11; 7228 20 19; 7228 20 30; 7228 30 20; 7228 30 41; 7228 30 49; 7228 30 61; 7228 30 69; 7228 30 70; 7228 30 89; 7228 60 10; 7228 70 10; 7228 70 31; 7228 80

	15.
	Sheet piling
	7301 10 00

	16.
	Rails and sleepers (cross–ties)
	7302 10 31; 7302 10 39; 7302 10 90; 7302 20 00; 7302 40 10; 7302 10 20

	17.
	Tubes, pipes and hollow profiles
	7303; 7304

	18.
	Welded iron or steel tubes and pipes, the external diameter of which exceeds 406,4 mm
	7305


Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 3

Synthetic Fibre Manufacturing Sector Capital Companies

Within the meaning of this Law, synthetic fibre manufacturing sector capital companies are capital companies, which are engaged in:


1) the extrusion or texturizing of all types of polyester, polyamide, acrylic, or polypropylene fibres and threads (irrespective of the type of utilisation thereof);


2) polymerisation ( including polycondensation) if it is utilised in terms of equipment combined with extrusion; and


3) ancillary processes, which are associated with the simultaneous installation of extrusion or texturizing capacity, which is performed by a potential aid recipient or also another of the group thereof capital companies in which the potential aid recipient is included, and which in the relevant type of commercial activity in terms of equipment utilised usually is combined with such capacity.

Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 4

Agricultural Sector Capital Companies

Within the meaning of this Law, agricultural sector capital companies are capital companies, which perform:


1) the primary production (agriculture) of the products referred to in Annex 1 of the Treaty establishing the European Community and the production and marketing of such products, which duplicate or replace milk and milk products as indicated in Article 3, Paragraph 2 of Council Regulation (EEC) No 1898/87 of 2 July 1987 on the protection of designations used in marketing of milk and milk products; and


2) the processing and marketing of agricultural products, except for the milk or milk product replacements referred to in Sub-paragraph 1 of this Annex.

Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 5

Fishery Sector Capital Companies


Within the meaning of this Law, fishery sector capital companies are capital companies, which produce the fishery products referred to in Article 1 of Council Regulation (EC) No 104/2000 of 17 December 1999 on the common organisation of the markets in fishery and aquaculture products.

Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 6

Coal Industry Sector Capital Companies


Within the meaning of this Law, coal industry sector capital companies are capital companies, which acquire or produce the coal referred to in Article 2, Sub-paragraph “a” of Council Regulation (EC) No 1407/2002 of 23 July 2002 on State aid to the coal industry.

Law On the Application of Taxes in 

Free Ports and Special Economic Zones

Annex 7

Ship Building Sector Capital Companies

Within the meaning of this Law, ship building sector capital companies are capital companies, which perform:

1. Ship building, repair or reconstruction, where:


1) the ship building is the building of self-propelled seaborne trade ships;


2) the ship repair is the repair or renewal of self-propelled seaborne trade ships;


3) the ship reconstruction is the reconstruction of such self-propelled seaborne trade ships the gross tonnage of which is not less than 1000 tons, on the condition, that the reconstruction includes significant changes to the cargo plan, hull, engine system or passenger accommodation;


4) self-propelled seaborne trade ships are:

a) ships the gross tonnage of which is not less than 100 tons and which are utilised  for the carriage of passengers and/or goods,

b) ships, which provide special services (for example, dredgers and ice-breakers) the gross tonnage of which is not less than 100 tons, 

c) tugs the capacity of which is not less than 365 kW,

d) fishing vessels the gross tonnage of which is not less than 100 tons, and

e) the unfinished hulls of the ships referred to in Clauses “a”, “b”, “c” and “d” of this Paragraph, which are floating and movable; and


5) a self-propelled seaborne ship is a ship, which in utilising its propulsion and control, has all the characteristics in order that it may be suitable for independent navigation at sea.

2. The ship building, repair and reconstruction of warships (ships, which in accordance with their construction characteristics and abilities are specially intended for utilisation only for military purposes, for example, warships and other ships for attack or defence) and other ships intended for utilisation for military purposes, on the condition, that the activities performed on such ships are not hidden activities, which are performed for the benefit of trade ship building.

1 The Parliament of the Republic of Latvia
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