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The Supreme Council of

the Republic of Latvia has adopted a Law:

On Foreign Investment in the Republic of Latvia

The purpose of this Law is to encourage foreign investment in the Republic of Latvia, but to ensure therewith due regard for the interests of the Republic of Latvia. 

Terms Used in this Law

Foreign investors – foreign legal or natural persons registered in foreign states, or international organisations registered in foreign states which invest assets in order to carry out entrepreneurial activity in the Republic of Latvia. 

Foreign investments – long-term investments in equity capital by foreign investors earmarked for carrying out entrepreneurial activity in the Republic of Latvia.  Conversion of convertible currency shall be made in accordance with the exchange rate set by the Bank of Latvia on the day when the memorandum of association of a company is signed, or on the day when amendments regarding an increase in equity capital have been made to the articles of association. 

Companies with foreign investments - newly-established or existing companies registered in the Republic of Latvia in which a foreign investment is made. 

National regime – a legal regime, under the conditions of which the rights and obligations determined for foreign investors are the same as for legal persons and natural persons of the Republic of Latvia.

Paid-up equity capital – that part of the equity capital of a company, which has actually been paid in convertible currency or which is covered by property or intellectual property of foreign investors imported from abroad and valued in convertible currency.

[23 February 1993; 16 June 1994; 22 August 1996]
Section 1. 
National Regime Application to Foreign Investors 

1. A national regime shall be guaranteed for foreign investors in the Republic of Latvia.

2. Companies with foreign investments may only commence entrepreneurial activity, where restrictions have been set regarding such activity in accordance with the Law on Entrepreneurial Activity, after obtaining licences in accordance with the procedures prescribed by law.

3. Companies with foreign investments may only use land if a leasing contract, the term of which may not exceed 99 (ninety-nine) years, has been entered into or ownership of the land has been acquired in accordance with the procedures prescribed by law. 

[22 August 1996]
Section 2. 
Forms of Entrepreneurial Activity

1. Foreign investors are entitled to engage in entrepreneurial activity by establishing limited liability companies or stock companies, also without the participation of entrepreneurs from Latvia, or by getting involved in such companies. 

2. A foreign company may also be the sole founder of an undertaking with foreign investment. 

3. Foreign undertakings (companies) may set up representation offices, which are not entitled to engage in entrepreneurial activity in the territory of the Republic of Latvia.

4. For the purposes of engaging in entrepreneurial activity, foreign undertakings (companies) may use permanent representation offices (branches, divisions) in Latvia. In these cases permanent representation offices (branches, divisions) of foreign undertakings (companies) shall be registered as independent tax payers in the Republic of Latvia, and they must also  be registered with the Enterprise Register of the Republic of Latvia, by submitting the information set out in Annex 4 of this Law. 

[9 March 1995]
Section 3. 
Restrictions On Foreign Investment in the Republic of Latvia

[22 August 1996]
Section 3.1. 
Foreign Bank Investment 

1.  Foreign banks may, with authorisation from the Bank of Latvia, open branches and divisions in the territory of the Republic of Latvia. 

2. In such case, a branch or a division of a bank shall be registered as an independent tax payer in the Republic of Latvia unless it is provided otherwise in international agreements in force, as have been ratified by the Saeima [the Parliament of the Republic of Latvia], with respect to the elimination of double taxation. 

[16 June 1994]
Section 4. 
Attraction of Foreign Investments 

Measures related to attraction of foreign investments shall be overseen by the Latvian Development Agency.

Section 5. 
Foreign Investment Applications 

[22 August 1996]
Section 6. 
Protection of the Interests of the Republic of Latvia

[22 August 1996]
Section 7. 
Registration of an Undertaking with Foreign Investments

An undertaking with foreign investments shall be registered in accordance with the Law On the Enterprise Register of the Republic of Latvia, and in accordance with this Law.

[9 March 1995]
Section 8. 
Protection of Foreign Investments 

1. The Republic of Latvia shall ensure the protection of foreign investments.  Forcible alienation of foreign investments in the Republic of Latvia may only be effected by a separate law adopted in accordance with the 15 September 1992 Law On the Expropriation of Immovable Property for the State or Public Needs of the Republic of Latvia (Latvijas Republikas Augstākās Padomes un Valdības Ziņotājs, 1992, No. 39). 

2. If foreign investments are expropriated in the interests of the State, the owner thereof shall receive compensation for losses in full in convertible currency, within three months from the time when the investments are expropriated. 

3. In case of a dispute, the extent of loss shall be determined by a court. 

4. If subsequent Republic of Latvia legislative enactments worsen investment conditions, such legislative enactments as were in force at the time the investment was made shall apply to the foreign investment for ten years. 

5. The procedures set out in Paragraph four of this Law are not applicable to such amendments to legislative enactments of the Republic of Latvia as are related to the ensuring of defence, national security, public order, the taxation system, with the exception of relief as provided for by this Law, environmental protection, morality or public health, or to antitrust legislation. 

[23 February 1993]
Section 9. 
Taxation

Undertakings with foreign investments and foreign investors shall pay taxes in accordance with the laws of the Republic of Latvia and the relief provided for by this Law. Taxes and fees shall be paid in the currency used as means of payment in the territory of the Republic of Latvia, except in cases where the law on a specific tax or fee provides for making such payments in foreign currency. 

Section 10. 
Tax Relief

[9 March 1995]
Section 11. 
Disposition of Profit 

1. Foreign investors may invest part of their profit in entrepreneurial activity in Latvia in the currency used in the territory of the Republic of Latvia as means of payment in accordance with the procedures prescribed by legislative enactments.

2. For deposits of monetary funds, foreign investors may open current accounts in the banks functioning in the territory of the Republic of Latvia in accordance with the procedures prescribed by legislative enactments of the Republic of Latvia. 

3. Foreign investors may take out profits from the Republic of Latvia after payment of taxes provided for by legislative enactments of the Republic of Latvia. 

Section 12. 
Taking Out Investments

Foreign investors, after settlement of liabilities with creditors, may freely take out their investment in an undertaking of the Republic of Latvia from the Republic of Latvia. 

Section 13. 
Exemption from Customs Duties

Customs duties shall not be imposed upon property which is imported into the Republic of Latvia as a foreign investment and which is not intended for sale. 

Section 14. 
Social Security and Insurance of the Employed

The social security and social insurance of persons employed in undertakings with foreign investment (with the exception of foreign employees working in the undertaking) shall be provided in accordance with laws of the Republic of Latvia.

Section 15. 
Bookkeeping and Statistics

Undertakings with foreign investments shall, in accordance with the procedures prescribed by legislative enactments of the Republic of Latvia, maintain accounting records and provide information required by State institutions for calculation of taxes, statistical purposes and assessment of compliance with this Law. 

Section 16. 
Procedures for Adjudication of Disputes

Disputes between undertakings with foreign investments and other undertakings and organisations, disputes between undertakings with foreign investments, and disputes of shareholders in an undertaking in regard to issues related to the activity of the relevant undertaking shall be adjudicated by a Commercial Court or – upon mutual agreement of parties – by an arbitration court. 

Section 17. 
Liquidation Procedures

Undertakings with foreign investments shall be liquidated in cases provided for and in accordance with the procedures prescribed by the Law of the Republic of Latvia On Entrepreneurial Activity. 

Section 18. 
Payment of Taxes in Case of Liquidation 

Where an undertaking with foreign investments is liquidated, the portion of the profit on which taxes have not been paid shall be subject to taxes. 

Section 19. 
Application of International Agreements

If international agreements entered into by the Republic of Latvia, as have been ratified by the Saeima, determine, in respect of foreign investments, provisions other than those provided for by this Law, the provisions of the international agreement shall apply. 

[16 June 1994]
Chairperson of the Supreme Council 

of the Republic of Latvia





A.Gorbunovs 

Secretary of the Supreme Council 

of the Republic of Latvia





I. Daudišs

Riga, 5 November 1991

Annex 1

[22 August 1996]

Annex 2
[22 August 1996]
Annex 3

5 November 1991

Law on Foreign Investments in the Republic of Latvia.

Sectors and manufactured products regarding which undertakings with foreign investments shall receive tax relief in accordance with Section 10 of this Law

1. Paper and wood-pulp industry.

2. Building material industry.

3. Manufacture of agricultural machinery, tractors, agricultural and food industry equipment and spare parts.

4. Production of flax and wool. 

5. Development of the port economy.

6. Food industry.

7. Pharmaceutical industry.

8. Development of the tourism infrastructure. 

9. Manufacture of electronic products.

10. Agricultural produce processing and storage. 

11. Biotechnological products. 

12. Medical equipment.

13. Manufacture of devices and building construction related to environmental protection.

14. Processing of industrial waste and other recycled resources. 

15. Furniture manufacture. 

16. Energy industry.

17. Transport and communications.

Secretary of the Supreme Council 

of the Republic of Latvia






I. Daudišs

Annex 4 

5 November 1991

Law on Foreign Investments in the Republic of Latvia.

Data that must be Submitted to the Enterprise Register of the Republic of Latvia, when Registering a Permanent Representation Office (Branch, Department) of a Foreign Undertaking (Company)

1. The name of the foreign undertaking.

2. The state  wherein such undertaking is resident, the name of the undertaking, telephone, telefax of the undertaking. 

3. By-laws of the permanent representation office (branch, department) which must include the basis on which it is for established, status, operations to be performed, address, organisational structure and procedures for the liquidation thereof. 

4. A certificate by competent institutions of the relevant State which confirms that the undertaking is a resident thereof.

5. Confirming documentation (articles of association, a certificate of incorporation (registration) of the foreign undertaking (company). 

6. The given name, surname, citizenship and address of the head of the permanent representation office (branch, department).

7. An authorisation granted to the head (representative) of the permanent representative office (branch, department) to act on behalf of the undertaking. 

8. A document confirming the address of the permanent representation office opened in the Republic of Latvia. 

9. Special permits (licences) for engaging in particular types of entrepreneurial activity if it is intended to engage in entrepreneurial activity for which such special permit (licence) is required. 

[9 March 1995]
Transitional Provisions Regarding
Amendments to the Law on
Foreign Investment in the Republic of Latvia
Transitional provisions

(regarding amending law of 9 March 1995)

1. Undertakings with foreign investments which have been registered by 12 March 1993 and which have the right to tax relief on profits shall continue to use such relief in accordance with the following procedure: 

1) if the share of a foreign investor in the equity capital (statutory fund) of an undertaking at the beginning of a tax payment period and during the whole period of tax payment relief exceeds 30 per cent, the undertaking shall be exempt from payment of enterprise income (profits) tax for two years, beginning with the first year of making profit (inclusive), whereas in the subsequent two years the enterprise income (profits) tax shall be reduced for the undertaking by 50 per cent; 

2) if the share of a foreign investor in the equity capital (statutory fund) of an undertaking at the beginning of a tax payment period and during the whole period of tax payment relief exceeds 30 per cent and such undertaking carries out activity for which the Cabinet in accordance with Annex 3 of the Law On Foreign Investments in the Republic of Latvia has prescribed the most-favoured economic activity regime, the undertaking shall be exempt from payment of enterprise income (profits) tax for three years, beginning with the first year of making profit (inclusive), whereas in the subsequent two years the enterprise income (profits) tax shall be reduced for the undertaking by 50 per cent; 

3) if the share of a foreign investor in the equity capital (statutory fund) of an undertaking at the beginning of a tax payment period and during the whole period of tax payment relief exceeds 50 per cent, moreover, is not less than USD 1 000 000 (one million) or whatever is equivalent to this amount in any other convertible currency, the undertaking shall be exempt from payment of enterprise income (profits) tax for three years, beginning with the first year of making profit (inclusive), whereas in the subsequent five years the enterprise income (profits) tax for the undertaking shall be reduced by 50 per cent. 

2. Undertakings with foreign investments which have been registered within the period from 12 March 1993 until the day of coming into force of this Law and which have the right to tax relief on profits shall continue to use such in accordance with the following procedures: 

1) if the share of a foreign investor in the equity capital (statutory fund) of an undertaking at the beginning of a tax payment period and during the whole period of tax payment relief exceeds 30 per cent, moreover, is not less than USD 50 000 (fifty thousand) or whatever is equivalent to this amount in any other convertible currency, the undertaking shall be exempt from payment of enterprise income (profits) tax for two years, beginning with the first year of making profit (inclusive), whereas in the subsequent two years the enterprise income (profits) tax for the undertaking shall be reduced by 50 per cent; 

2) if the shares of a foreign investor in the equity capital (statutory fund) of an undertaking at the beginning of a tax payment period and during the whole period of tax payment relief exceed 30 per cent, moreover, are not less than USD 50 000 (fifty thousand) or whatever is equivalent to this amount in any other convertible currency and such undertaking carries out activity for which the Cabinet in accordance with Annex 3 of the Law On Foreign Investments in the Republic of Latvia has prescribed the most-favoured economic activity regime, the undertaking shall be exempt from payment of enterprise income (profits) tax for three years, beginning with the first year of making profit (inclusive), whereas in the subsequent two years the enterprise income (profits) tax shall be reduced for the undertaking by 50 per cent. 

3) if the share of a foreign investor in the equity capital (statutory fund) of an undertaking at the beginning of a tax payment period and during the whole period of tax payment relief exceeds 50 per cent, moreover, is not less than USD 1 000 000 (one million) or whatever is equivalent to this amount in any other convertible currency, the undertaking shall be exempt from payment of enterprise income (profits) tax for three years, beginning with the first year of making profit (inclusive), whereas in the subsequent five years the enterprise income (profit) tax for the undertaking shall be reduced by 50 per cent. 

If an undertaking with foreign investments terminates its operations, prior to three years having elapsed since the registration thereof, the amount of tax shall be calculated in full extent for the whole period of operation of such undertaking. 
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