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Republic of Latvia

Cabinet

Regulation No 391

Adopted 22 April 2004

Procedures for the Determination of the Amount of Security for Value Added Tax, Submission, Application and Decreasing thereof

Issued pursuant to Section 12, 

Paragraph 23 of the Law On Value Added Tax

1. These Regulations prescribe the amount of security for value added tax (hereinafter – a tax), as well as the procedures for the submission, application and decreasing of security for a tax.

2. The requirements specified in the regulatory enactments of the field of customs for the submission, acceptance and application of a customs guarantee in respect to a customs debt or a customs debt which could arise are also applied to security for a tax, except the cases referred to in Paragraph 18 of these Regulations.

3. A security shall be submitted to the customs authority of the State Revenue Service (hereinafter – a customs authority), if, in accordance with the regulatory enactments of the field of customs, the customs authority requests the providing of a customs guarantee in order to cover a customs debt or a customs debt which could arise.

4. The types of security and the procedures for covering thereof shall comply with the types of customs guarantees and the procedures for covering them specified in the regulatory enactments of the field of customs.

5. A security shall be submitted to the customs authority by a person who accepts responsibility for the covering of a customs debt or for the covering of a customs debt which could arise (hereinafter – a principal debtor).

6. A principal debtor has the right to choose a security and the type of covering thereof, if the regulatory enactments of the field of customs do not specify otherwise.

7. The amount of security shall comply with the amount of the value added tax to be paid upon the releasing of goods into free circulation (hereinafter – a tax debt).

8. The amount of security to cover a tax debt, which could arise, shall comply with the calculated tax amount, which would be paid if the goods were released into free circulation.

9. A security does not have to be submitted if:

9.1. the customs guarantee is applied to goods for a customs debt, which arises in respect to export customs duties;

9.2. the common or Community transit procedure is applied to goods;

9.3. exemption from a tax is applied to goods in accordance with Section 6 of the Law On Value Added Tax; and

9.4. the customs authority does not request a customs guarantee for the covering of a customs debt or a customs debt, which could arise.

10. A security is removed as soon as a customs debt and a tax debt for which it has been requested is extinguished or can no longer arise.

11. If a customs debt has been partly extinguished or may arise again only in respect to part of the amount of the debt for which a tax security has been submitted, part of the security obligations terminate upon the request of a principal debtor or a guarantor if the relevant amount ensures it.

12. A bank or insurance company shall obtain the status of guarantor in accordance with the procedures specified in the regulatory enactments of the field of customs.

13. If a principal debtor submits a supplemented security, the term of validity thereof may not exceed the term of validity of the previous security.

14. The amount of a security deposit for the ensuring of a tax debt shall comply with the 100 per cent calculated tax debt , which could arise.

15. The amount of a one-time security shall comply with the 100 per cent calculated tax debt or a tax debt, which could arise.

16. The principal debtor shall determine the amount of general security  by performing a calculation in accordance with the procedures specified in the regulatory enactments of the field of customs regarding the calculation of the amount of a general guarantee.

17. If a principal debtor who receives a general security complies with the conditions referred to in Paragraph 18 of these Regulations, the State Revenue Service shall permit the use of a reduced general security by accepting and registering the general security.

18. The amount of a general security may be reduced:

18.1. by 50 per cent, if the principal debtor has utilised a general guarantee for the ensuring of a customs debt, or a customs debt which could arise, at least four times a month during the last 18 months before the receipt of a general guarantee and:

18.1.1. the principal debtor, in accordance with the regulatory enactments of the field of value added tax, shall pay a tax into the State budget and submit reports and declarations to the State Revenue Service; and

18.1.2. the principal debtor has been registered for at least three years with the State Revenue Service Register of persons taxable with value added tax;

18.2. by 70 per cent, if the principal debtor has utilised a general guarantee for the ensuring of a customs debt, or a customs debt which could arise, at least four times a month during the last 30 months before the receipt of a general guarantee and:

18.2.1. the principal debtor, in accordance with the regulatory enactments of the field of value added tax, shall pay a tax into the State budget and submit reports and declarations to the State Revenue Service; and

18.2.2. the principal debtor has been registered for at least five years with the State Revenue Service Register of persons taxable with value added tax ; and

18.3. by 90 per cent, if the principal debtor has utilised a general guarantee for the ensuring of a customs debt, or a customs debt which could arise, at least four times a month during the last 36 months before the receipt of a general guarantee and:

18.3.1. the principal debtor, in accordance with the regulatory enactments of the field of value added tax, shall pay a tax into the State budget and submit reports and declarations to the State Revenue Service; and

18.3.2. the principal debtor has been registered for at least seven years with the State Revenue Service Register of persons taxable with value added tax.

19. If the customs procedure – release into free circulation – is applied, the amount of security shall comply with the 100 per cent calculated tax debt.

20. If, during a reference period for the amount of the general guarantee, a tax debt, which could arise, shall exceed 10 per cent of the submitted amount of a general security, the principal debtor shall increase the amount of the general security up to the full amount.

21. The agreements concluded with the State Revenue Service regarding the acquisition of the status of guarantor up to 1 May 2004 shall be again entered into by 1 July 2004.

22. Comprehensive guarantee certificates issued up to 1 May 2004 shall remain in force until the end of the term of validity referred to therein.

[21 December 2004]
23. These Regulations shall come into force on 1 May 2004.

Informative Reference to European Union Directives

These Regulations contain legal norms arising from the Sixth Council Directive 77/388/EC of 17 May 1977 on the harmonisation of the laws of the Member States relating to turnover taxes - Common system of value added tax:. uniform basis of assessment.
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