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Adopted 13 April 2004

Procedures for the Application of Value Added Tax in Transactions with Second-hand Goods, Works of Art, Collectors’ Items and Antiques 
Issued pursuant to Section 2, Paragraph fifteen of 

the Law On Value Added Tax

I. General Provisions

1. These Regulations prescribe the procedures by which value added tax (hereinafter – tax) shall apply to transactions with second-hand goods, works of art, collectors’ items and antiques.

2. Second-hand goods within the meaning of these Regulations shall be such tangible movable things, which have been used and are suitable for further use in the same way without modifications or after fixing and which are not works of art, collectors’ items or antiques, and are not precious stones or precious metals and articles thereof, which are considered as such within the meaning of the Law On Supervision of the Official Hallmark. 

3. Works of art within the meaning of these Regulations shall be the articles referred to in the European Union Combined Nomenclature codes 9701, 9702 00 00, 9703 00 00, 5805 00 00 and 6304. The articles referred to in codes 5805 00 00 and 6304 must be made by hand according to the original designs of an artist, in not more than eight copies.

4. Collectors’ items within the meaning of these Regulations shall be the articles referred to in the European Union Combined Nomenclature codes 9704 00 00 and 9705 00 00 .

5. Antiques within the meaning of these Regulations shall be the articles referred to in the European Union Combined Nomenclature code 9706 00 00.

6. A dealer of second-hand goods, works of art, collectors’ items and antiques (hereinafter – dealer) within the meaning of these Regulations shall be a taxable person whose economic activity is the purchase or release for free circulation of second-hand goods, works of art, collectors’ items and antiques (hereinafter – goods) in order to sell thereof, irrespective of whether such person acts for himself or on behalf of another person pursuant to a contract under which the remuneration for mediation is payable upon purchase or sale.

7. A seller of second-hand goods, works of art, collectors’ items and antiques (hereinafter - seller) within the meaning of these Regulations shall be a person who delivers a commodity from another Member State of the European Union or hands it over for sale to the dealer and complies with at least one of the following conditions:

7.1. he or she is a person who does not conduct economic  activities;

7.2. he or she is a person who performs only such transactions that are not taxable in accordance with Section 6, Paragraph One of the Law On Value Added Tax or with the relevant norms of the legislation of another Member State;

7.3. he or she is a person who carries out economic activities and is not registered in the State Revenue Service’s register of persons taxable with value added tax in accordance with Section 3, Paragraphs five and 51 or Section 26 of the Law On Value Added Tax or who is a non-taxable person of another Member State in accordance with the norms of the legal enactments of another Member State and who delivers or hands over to the dealer second-hand fixed assets; or

7.4. he or she is a dealer for the supply of goods to which tax is applied in accordance with the special procedures for the application of tax in compliance with these Regulations or the relevant norms of the legal enactments of another Member State.

8. A purchaser of second-hand goods, works of art, collectors’ items and antiques (hereinafter - purchaser) within the meaning of these Regulations is a person to whom goods are supplied by the dealer.

II.  Choice between Special or General Procedures for the Application of Value Added Tax

9. A dealer has the right to choose the special procedures for the application of value added tax (hereinafter – special procedures for the application of the tax) or the general procedures for the application of tax specified in the Law On Value Added Tax (hereinafter – general procedures for the application of tax) for the supply of those goods which have been delivered to the dealer by a seller.

10. A seller has the right to choose the special procedures for the application of tax or the general procedures for the application of tax not later than one month before the supply of goods by submitting a written submission to the State Revenue Service for the supply of the following goods:

10.1. works of art, collectors’ items or antiques which have been released for free circulation by the dealer himself or herself; and

10.2. works of art which have been supplied to the dealer by the creator of the works of art or the successor in title.

11. A dealer may change the procedures for the supply of the goods referred to in Paragraph 10 of these Regulations not sooner than after 24 months provided that he or she submits a written submission to the State Revenue Service at least one month in advance.

12. The procedures for the supply of the goods referred to in Paragraph 10 of these Regulations may be commenced or changed from the first day of a new tax month, specifying the date in the submission.

III. Special Procedures for the Application of Tax

13. The special procedures for the application of tax shall be such procedures for the application of tax by which the margin between the remuneration received by the dealer for the goods supplied to the purchaser and the purchase value shall be taxed. This margin is to be reduced by the value of the calculated value added tax.

14. The sales value within the meaning of Paragraph 13 of these Regulations shall be the whole remuneration which is or shall be received by a dealer for the supply of goods from a purchaser or third party, including the subsidies directly related to the transaction, taxes, dues and other payments, as well as supplementary payments (for example, the remuneration for mediation, costs for wrapping, transport and insurance).

15. The procurement value within the meaning of Paragraph 13 of these Regulations shall be the whole remuneration which has been or will be paid by a dealer to a seller for the supply of goods or to the art works’ creator or successor in title for the supply of works of art, including the subsidies, taxes, dues and other payments directly related to the transaction, as well as supplementary payments (for example, the remuneration for mediation, costs for wrapping, transport and insurance).

16. If a dealer for the supply of goods in the interior or within the territory of the European Union applies a tax in accordance with the special procedures for the application of tax and supplies the goods, which are second-hand, referred to in Section 6.2 of the Law On Value Added Tax, such goods shall be subject to a tax rate of 18 per cent.

17. If a dealer for the supply of goods applies a tax in accordance with the special procedures for the application of tax, the dealer shall specify as the value of the taxable transaction in the declaration of value added tax only the taxable value calculated in accordance with the procedures specified in Paragraph 13 of these Regulations.

18. If the value of the margin referred to in Paragraph 13 of these Regulations is negative, the tax shall not be calculated therefrom.

19. The special procedures for the application of tax shall not be applied to the supplies of those vehicles which are considered new vehicles in compliance with Section 1, Paragraph thirty-one of the Law On Value Added Tax.

20. If a commodity is not sold, but rather returned to the seller, tax shall be imposed on the whole remuneration received by the dealer from the seller (including the payment for the service and the repair, restoration, and transportation of the commodity).

21. If a work of art is not sold, but rather returned to the creator or to the successor in title, tax shall be imposed on the whole remuneration received by the dealer from the creator or the successor in title (including the payment for the service and the repair, restoration, and transportation of the work of art).

IV. Deduction of Input Tax
22. In the tax invoice made out for a purchaser or in another document which may be used as a tax invoice, the dealer shall not specify the value of tax for the supply of goods to which tax is applied in accordance with the special procedures for the application of tax.

23. A purchaser shall not deduct the tax for the obtained goods as an input tax if the tax is applied to the supply of goods in accordance with the special procedures for the application of tax.

24. A dealer shall not deduct as an input tax the tax for the goods referred to in Paragraph 10 of these Regulations, which has been or is to be paid upon the release of the goods for free circulation, or which has been paid or is to be paid to the creator of the works of art or to the successor in title, if tax is applied to the supply of goods in accordance with the special procedures for the application of tax. Such tax shall be specified in the value added tax declaration as a non-deductible input tax and it shall be included in the value of the procurement.

25. If tax is applied to the supply of goods in accordance with the general procedures for the application of tax, the tax for the goods referred to in Paragraph 10 of these Regulations which has been or is to be paid upon the release of the goods for free circulation or which has been or is to be paid to the creator of the works of art or to the successor in title shall be deducted by the dealer as an input tax during the tax period when the tax for the supply of goods to the purchaser is to be paid.

26. If tax is applied to the supply of goods in accordance with the special procedures for the application of tax, and the value of the input tax for such supply of goods exceeds the calculated value of the tax, the part of the input tax which does not exceed the value of the calculated tax may be deducted from the amount to be paid to the budget.

27. The norm specified in Paragraph 26 of these Regulations does not apply to the exportation of goods.

V. Application of Tax in Commerce with Persons from Member States and Third Countries

28. The procurement value referred to in Paragraph 15 of these Regulations for works of art, collectors’ items or antiques which have been released for free circulation by the dealer himself or herself shall be the value taxable in the import transaction of the good specified in Section 2, Paragraph eight of the Law On Value Added Tax to which the tax which is to be or has been paid for the release of these goods for free circulation shall be added. 

29. If tax is applied to the export of goods in accordance with the special procedures for the application of tax, the zero per cent rate of tax shall be applicable to the export of the goods.

30. The acquisition of goods made by a purchaser within the territory of the European Union shall not be subject to tax and the purchaser shall not specify thereof in the value added tax declaration if the supply of such goods from another Member State has been conducted by a dealer who has been registered in this Member State as a taxable person and tax has been applied to the supply of goods in the Member State from which they were sent or transported to Latvia in accordance with the special procedures in force for the application of tax for the trade of goods. A corroborative document shall be a tax invoice written out by a dealer from another Member State and which shall contain a note stating that tax for the supply of these goods has been applied in the relevant Member State in accordance with the special procedures for the application of tax for the trade of goods.  The tax invoice shall not specify the tax amount separately.
31. A dealer shall not apply the zero per cent rate, as determined by Section 28, Paragraph one of the Law On Value Added Tax, to the supply of goods within the territory of the European Union for which tax is applied in accordance with the special procedures for the application of tax.

32. A dealer shall not apply the conditions, which are applicable to the supply of goods in the territories of the European Union to the supply of goods to which tax is applied in accordance with the special procedures for the application of tax.

33. A dealer shall not indicate in the survey on the supply of goods within the territory of the European Union such supplies of goods to which tax applies within the territory of the European Union in accordance with the special procedures for the application of tax.

VI. Register of Goods

34. Upon the purchasing or accepting of goods for sale from a seller, creator of works of art or the successor in title, a dealer shall, in addition to the contract entered into, draw up a corroborative document – procurement deed which shall provide the following information:

34.1. the name of the dealer and the registration number in the State Revenue Service’s register of persons taxable with value added tax; 

34.2. the dealer’s legal address; 

34.3. the number and date of the purchase deed;

34.4. the purchase deed’s registration number in the accounting register;

34.5. the name of the seller, creator of works of art or successor in title , registration number of the tax payer, if any (for a person taxable with value added tax – the registration number in the State Revenue Service’s register of persons taxable with value added tax), for a natural person – the given name, surname, personal identity number or personal identification number; address;

34.6. specification (for cars and motor-cycles – also the make, year of production, number of chassis, unladen mass, engine capacity and colour); 

34.7. the commodity’s identification number (for cars and motor-cycles – the State registration number for the car or motor-cycle assigned by the State stock company “Ceļu satiksmes drošības direkcija” [Road Traffic Safety Directorate], for other  goods – the number assigned by the dealer);

34.8. the buying-in price of a commodity:

34.8.1. the buying-in price without value added tax;

34.8.2. value added tax (if any); 

34.8.3. the price of a commodity with value added tax; and

34.9. the dealer and seller, creator of works of art or successor in title (signature and name).

35. When selling goods, a dealer shall issue a cash register receipt drawn up in accordance with Cabinet Regulation No. 361 of 1 July 2003, Regulations on Electronic Appliances and Devices for Registering Taxes and Other Payments. If a tax is applied for sales of goods in accordance with the special procedures for the application of tax, the cash receipt shall specify the selling price of a commodity which shall include the value added tax calculated in compliance with Paragraph 13 of these Regulations. The tax value shall not be indicated separately in the cash receipt.
36. A dealer shall complete the accounting register after printing out each cash register receipt.

37. At each location for the trading of goods, a dealer shall maintain an accounting register of transactions for the registration of special and general procedures for the application of tax, which shall specify the following information:

37.1. the date and sequence number of the entry;

37.2. the number of the buying-in deed;

37.3. the partner indicated in the buying-in deed (seller, creator of the works of art or successor in title );

37.4. specification (for cars and motor-cycles – also the make, year of production, number of chassis, unladen mass, engine capacity and colour);

37.5. the identification number of the commodity (for cars and motor-cycles – the State registration number of the car or motor-cycle which has been assigned by the State stock company “Ceļu satiksmes drošības direkcija” [Road Traffic Safety Directorate], for other goods – the number assigned by the dealer);

37.6. the buying-in price of the commodity:

37.6.1. the buying-in price without value added tax;

37.6.2. value added tax (if any);  and

37.6.3. the price of the commodity with value added tax; 

37.7. the following shall be specified for the special procedures for the application of tax:

37.7.1. the date of sale;

37.7.2. the number of the cash receipt;

37.7.3. the selling price;

37.7.4. the difference between the buying-in price and selling price; and

37.7.5. tax due;

37.8. the following shall be specified for the general procedures for the application of tax:

37.8.1. the date of sale;

37.8.2. the number of the cash receipt;

37.8.3. the selling price without the value added tax; and

37.8.4. value added tax;

37.9. the following shall be specified regarding the return of goods:

37.9.1. the date of the document with which the goods were returned;

37.9.2. the number of the document with which the goods were returned;

37.9.3. reimbursement received by the dealer from the seller or creator of a work of art or successor in title, without value added tax; and 

37.9.4. value added tax; and 

37.10. the name of the purchaser, registration number of the tax payer, if any (for a person taxable with value added tax – the registration number in the State Revenue Service’s register of persons taxable with value added tax), for a natural person – their given name, surname, personal identity number or personal identification number; address;

VII. Other Duties of a Dealer
38. When submitting to the State Revenue Service a value added tax declaration for the tax period, a dealer shall also submit information regarding the sums of money paid out to the seller in question in compliance with Cabinet Regulation No. 166 of 2 May 2000, Regulations regarding Reports and Notifications of Personal Income Tax.

39. Upon calculation of the total value of a dealer’s taxable supplies of goods and provided services, in accordance with the procedures specified in Section 3, Paragraphs three, 51 or 52 of the Law On Value Added Tax, the value of the supply of goods (to the purchaser of the goods) without tax is taken into account for the supplies of goods to which tax is applied in accordance with the special procedures for the application of tax , not the taxable value specified in Paragraph 13 of these Regulations.

VIII. Closing Provisions

40. Cabinet Regulation No. 47 of 6 February 2001, Procedures for Application of Value Added Tax to Remuneration for Mediation (Commission) in Commission Sales of Goods (Latvijas Vēstnesis, 2001, No. 23) is repealed.

41. These Regulations shall come into force on 1 May 2004.

Informative Reference to European Union Directives

These Regulations contain legal norms arising from the Council Directive 94/5/EC of 14 February 1994 supplementing the common system of value added tax and amending Directive 77/388/EEC – Special arrangements applicable to second-hand goods, works of art, collectors’  items and antiques.
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