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Procedures for the Application of Provisions of the Law On Value Added Tax
Issued pursuant to

Section 12, Paragraph 1.2 and Section 36

of the Law On Value Added Tax

1. These Regulations prescribe the procedures for the application of the provisions included in the Law On Value Added Tax (hereinafter — Law).

2. The term “goods” used in the Law shall also be applicable to electricity, gas, heat, heating, steam and water.

3. In applying Section 1, Clause 3, Sub-clause b) of the Law, also the granting of the felling rights shall be deemed to be the supply of services.

4. In applying Section 1, Clause 5 of the Law, if a person taxable with value added tax (hereinafter — taxable person) transfers goods acquired for his or her own economic activity (including those produced by themselves) to his or her employees without consideration, it shall be considered to be home consumption. For example, if the economic activity of the taxable person is the supply of dishes and this person presents dishes to his or her employees, it shall be considered to be home consumption. If the economic activity of the taxable person is the supply of services (for example, dry-cleaning of clothes) and this person cleans the clothes of his or her employees without consideration, it shall be considered to be home consumption. If the taxable person whose economic activity is dry-cleaning of clothes buys and presents dishes to his or her employees, it shall not be considered to be home consumption.
5. The term “budget authorities” used in Section 1, Clause 11 of the Law shall not be applicable to the undertakings (companies) registered in the Enterprise Register.

6. Successive use or combination of the following methods shall determine the market value of the supply of goods and the supply of services:

6.1. according to the internal price of the undertaking (the price for which the taxable person sells self-produced goods or supplies services to other persons in the same tax period (including average discounts));

6.2. according to the external market price (the price for which other taxable persons under similar conditions sell analogous goods or supply analogous services);

6.3. by using the cost adding method (calculating the cost price of the produced and supplied goods or supplied services and the average profit margin of the taxable person or similar persons);

6.4. by using the resale price method (using the goods acquisition cost which has been increased by the average profit margin of the taxable person or similar persons);

6.5. by using the customs value;

6.6. by using the average statistical value of the goods or services in the State;

6.7. by using an expert evaluation; and

6.8. if disagreement has arisen — by using the opinion of the Transaction Evaluation Commission.

7. If a transaction has been performed in accordance with the Law On Procurement for State and Local Government Needs, the value of the procurement shall be considered to be the market value.

8. If income reducing discounts are applied to the supply of goods (including anticipation discount, bonus and rebate), the market value of the goods shall be determined taking into account the amount of the discount.

9. Exchange transactions in accordance with Section 1, Clause 14 of the Law shall also be deemed to be such transactions of exchange of goods or services which are performed by the taxable persons in accordance with mutually entered into written contracts which provide for partial payment in cash.

10. The buildings and structures referred to in Section 1, Clause 16, Sub-clauses b), c) and d) of the Law shall be deemed to be unused immovable property even if the newly-built building or structure or part thereof is leased or otherwise used until the end of the construction work or if not longer than one year after being put into service it is rented, leased or used for other purposes.

11. The terms “renovation”, “reconstruction” and “restoration” referred to in Section 1, Clause 16, Sub-clause c) of the Law shall be used within the meaning of the General Construction Regulations.

12. Within the meaning of the Law the railway rolling stock (including wagons, locomotives and tanks) shall not be considered to be immovable property.

13. The term “agricultural product processing undertakings” referred to in Section 1, Clause 19 of the Law shall not be applicable to public catering undertakings (companies) (including canteens, cafés, restaurants), as well as commercial undertakings (companies) not engaged in the processing of agricultural products.

14. In applying Section 1, Clause 21 of the Law, if the contract between a lessee and a lessor does not provide for the transfer of the ownership rights to the object of the lease to the lessee, this transaction shall not be considered to be a hire-purchase (leasing). Such transaction shall be considered to be the lease of things.

15. A motorised land vehicle, a ship or other floating craft and an aircraft shall be considered to be new also if both of the conditions referred to in Section 1, Clause 31 are fulfilled.

16. If both of the conditions referred to in Section 1, Clause 31 are not fulfilled, the motorised land vehicle, the ship or other floating craft and the aircraft shall not be considered to be a new means of transport.

17. In applying Section 2, Paragraph two of the Law, transactions performed by self-employed persons shall also be considered to be taxable transactions.

18. In applying Section 2, Paragraph two of the Law, the supply of goods (including awarding of prizes) and supply of services to the potential customer without consideration which has been performed within the scope of advertising measures (including degustation) shall not be considered to be a taxable transaction.

19. Payments received by taxable persons from their employees or other persons as a compensation for the services supplied or goods supplied by other taxable persons which are partially used for the personal needs of the employees of the taxable person or other persons (for example, for fuel consumed above the limit, telephone calls above the limit) shall not be considered to be taxable transactions.

20. The provisions of the Law shall not be applicable to:

20.1. penalties;

20.2. grants and subsidies from the State budget and local government budgets allocated to State or local government institutions in order to fulfil the executive functions thereof;

20.3. investments in the capital;

20.4. amounts received in accordance with the cession of the right to claim;

20.5. interest income for deposits in credit institutions (including for the balance on bank accounts and deposit);

20.6. amounts (interest income) from debt securities (including from bonds, notes);

20.7. the provisions referred to in Sub-paragraphs 20.5 and 20.6 of these Regulations shall not be applicable if the interest income is received by credit institutions;

20.8. dividends;

20.9. income from fluctuations of the currency exchange rate and buying and selling of currency;

20.10. securities and capital share certificates;

20.11. mutual settlements of the providers of telecommunication services with communications operators of other states;

20.12. religious and ritual services supplied by religious organisations registered in the Republic of Latvia;

20.13. goods transferred (presented) and services supplied without consideration for charitable purposes; and

20.14. the provision of free mandatory copies of printed and other publications to the Latvian National Library in accordance with the Law On the Provision of Free Mandatory Copies of Printed and Other Publications.

21. In applying Section 2, Paragraph two of the Law the import of goods that is not performed within economic activities shall also be considered to be a taxable transaction.

22. In applying Section 2, Paragraph four of the Law, a State and local government grant (subsidy) that has been received to partially or fully cover the expenses associated with the production of goods or supply of services and is directly related to the price of the goods or services shall be included in the value of these transactions, i.e. the value of transactions may not be reduced by the amount of the State and local government grant (subsidy). The referred to provision of the Law shall not be applicable to budget authorities.

23. The procedures referred to in Section 22 of these Regulations shall not be applicable to earmarked grants for financing public passenger transport and earmarked grants to inland carriers for the carriage of disabled and politically repressed persons.

24. In applying Section 2, Paragraph four of the Law, a State and local government grant (subsidy) that has been received to partially or fully cover the expenses associated with the production of goods or supply of services, but is not directly related to the price of the goods or services, shall not be included in the value of these transactions.

25. In applying Section 2, Paragraph seven of the Law, the value of crediting and monetary loan allocation and control services shall be the value of the interest on credit and the commission of credit institutions.

26. In applying Section 2, Paragraph seven of the Law, the value of a service related to the sale of payment instruments (buying and selling of currency) shall be the difference between the buying and selling price of currency.

27. In applying Section 2, Paragraph eight of the Law, if the place of destination in the international carriage of goods bill of lading is not specifically indicated, the place of reception of goods shall be deemed to be the address of the consignee of goods in the Republic of Latvia as specified in the customs declaration.

28. The procedures specified by the Cabinet referred to in Section 2, Paragraph fifteen of the Law shall also be applicable to intermediary services supplied by pawnshops.

29. In applying Section 2, Paragraph 17.1, if an unfinished construction object is sold for the first time and it does not have an acquisition value, tax shall be imposed on the sales price of the object.

30. In applying Section 2, Paragraph twenty-one of the Law, tax shall only be imposed on the value of services supplied by the undertaking (company) itself.

31. In applying Section 2, Paragraph twenty-two of the Law, the executive functions of the State of budget authorities shall be the activities of State and local government institutions other than the economic activities of these institutions.

32. Section 2, Paragraph twenty-two of the Law shall also be applicable to fire safety services supplied by the Fire-fighting and Rescue Department of the Ministry of the Interior.

33. For the person referred to in Section 3, Paragraph one and Section 26, Paragraph one of the Law to be registered in the State Revenue Service Register of Value Added Tax Taxable Persons (hereinafter — Register of Taxable Persons), he or she shall submit a registration submission to the relevant regional office of the State Revenue Service. The submission shall indicate:

33.1. the name, registration code and legal address of the person (for a natural person – given name, surname, personal identity number and declared place of residence);

33.2. information regarding officials having the right to sign (given name, surname, personal identity number and declared place of residence of the relevant person);

33.3. information on the material and technical and financial possibilities of the person to perform the declared entrepreneurial activity, specifying information on:

33.3.1. the types of the business activity, units, co-operation partners;

33.3.2. total value of the goods supplied and supplied services taxable with value added tax within the previous 12 months;

33.3.3. the planned turnover in the tax year;

33.3.4. the amount of the registered equity capital;

33.3.5. owned and leased fixed assets (composition, value);

33.3.6. the amount and composition of current assets, including the stocks of raw materials and products produced; and

33.3.7. settlement accounts in credit institutions.

34. A person who has the right to sign shall submit the registration submission referred to in Paragraph 33 of these Regulations in person to the territorial office of the State Revenue Service. When submitting the submission the person shall present a personal identification document or a driving licence. The person who has submitted the submission shall be liable for the veracity of the information provided until the moment when the liability is re-registered to another person. If an authorised person submits the registration submission, he or she shall also present an appropriate authorisation.
35. In applying Section 3, Paragraph one, Clause 5, Sub-clause a) of the Law, the person in the Republic of Latvia authorised by a person not registered in the territory of the European Union who performs taxable transactions inland in its own name shall be registered with the State Revenue Service as a taxable person in accordance with Section 3, Paragraph three of the Law. The referred to person may exercise the rights granted in Section 3, Paragraph five of the Law.

36. In applying Section 3, Paragraph one, Clause 5, Sub-clause b) of the Law, if the authorised person performs taxable transactions inland in the name of a person not registered in the territory of the European Union, it shall register the person not registered in the territory of the European Union with the State Revenue Service as a taxable person in accordance with Section 3, Paragraph ten of the Law.

37. In applying Section 3, Paragraph 1.1 of the Law, the regional office of the State Revenue Service shall examine the registration submission and within 15 working days after receipt of the submission register the person in the Register of Taxable Persons or take a decision regarding refusal of registration.

38. If a decision regarding refusal of registration has been taken, the regional office of the State Revenue Service shall within five working days after taking of the decision notify the person thereof in writing, specifying the reasons for refusal.

39. The person who has received a notification regarding refusal of registration has the right to clarify the registration submission and re-submit it to the regional office of the State Revenue Service.

40. In applying Section 3, Paragraph two of the Law, budget authorities shall register in the Register of Taxable Persons if the value of taxable transactions performed by these budget authorities (except for the transactions which in accordance with Section 3, Paragraph two do not create significant competition distortion) within 12 months reaches or exceeds 10 000 lats.

41. The budget authorities that are registered in the Register of Taxable Persons may ask to be excluded from the Register of Taxable Persons if the value of taxable transactions performed by them (except for the transactions which in accordance with Section 3, Paragraph two do not create significant competition distortion) within 12 months is less than 10 000 lats.

42. In applying Section 3, Paragraph two of the Law, the President's Chancery, the Saeima and the Cabinet shall register in the Register of Taxable Persons if the value of taxable transactions performed by them (except for the transactions which in accordance with Section 3, Paragraph two do not create significant competition distortion) within 12 months starting from 1 May 2004 reaches or exceeds 10 000 lats.

43. The term “groups of persons bound by a contract or agreement” referred to in Section 3, Paragraph three of the Law shall be applicable to business partnerships, partnerships or groups of persons operating on the basis of the principles of business partnerships. It means that persons have entered into a contract that provides for the performance of joint economic activities (for example, jointly lease premises, technological equipment, machinery).

44. The 12 months referred to in Section 3, Paragraphs five and 5.1 of the Law are not related to a calendar year, but are attributable to any 12 month period.

45. If a person has commenced the collection of tax prior to its registration in the Register of Taxable Persons, the collected tax shall be paid into the State budget in full without performing input tax deductions.

46. In applying Section 3, Paragraph 8.3 of the Law, a taxable person shall submit to the State Revenue Service, written information on the residual value of fixed assets and the material value of the remainder of existing goods for which input tax has been deducted. Tax for these values shall be calculated and paid into the State budget. The residual value of fixed assets shall be determined in accordance with that specified in the financial accounts of the taxable person.
47. In applying Section 4, Paragraph two, Clause 1 of the Law, if the dispatch or transportation of goods is commenced inland, the place of supply of goods shall be inland.

48. In applying Section 4, Paragraph two of the Law, if electricity is supplied to a person whose economic activity is the purchase of electricity for resale purposes, the place of supply of electricity shall be determined according to the place where such person is performing the economic activity or according to the legal address of this person.

49. In applying Paragraph 48 of these Regulations, if electricity is supplied to a person whose economic activity is not the resale of electricity, the place of supply of electricity shall be deemed to be the place where the electricity is consumed.

50. In applying Section 4, Paragraph three of the Law, inland shall be considered to be the place of supply of services if the legal address or declared place of residence of the supplier of services is inland.

51. Section 4, Paragraph four, Clause 3 of the Law shall also be applicable to processing services.

52. If a goods transport service begins and ends in third countries or third territories, the place of provision thereof shall not be inland.

53. A transport service of express mail letters, correspondence consignments and postal package consignments shall also be considered to be a goods transport service. The place of provision of this service shall be determined in accordance with Section 4, Paragraph six of the Law.

54. The place of provision of a goods transport service shall be inland if the transportation of goods begins and ends inland, irrespective of the fact whether the referred to service is received by a taxable or non-taxable person.

55. If several bills of lading are drawn up for truck or rail freight transport, tax for each part of transport shall be imposed as for a separate service in accordance with these Regulations.

56. Section 4, Paragraph seven, Clause 3 of the Law shall also be applicable to the activities of courts of arbitration.

57. The term “data processing” referred to in Section 4, Paragraph seven, Clause 4 of the Law shall also be attributable to the development of computer software (including creation, maintenance and updating of databases) if this service is not ensured electronically.

58. Section 4, Paragraph seven, Clause 6 of the Law shall be applicable to the services supplied by the taxable person in order to provide personnel (also personnel selection and staffing services). For services supplied by the referred to personnel the place of supply of services shall be determined in accordance with the general procedures prescribed by the Law.

59. In applying Section 4, Paragraph seven of the Law, the place of supply of services shall be the legal address of the service provider if the services referred to in this Paragraph are supplied to a taxable person, non-taxable person or non-taxable person of another Member State not engaged in economic activities.

60. In applying Section 4, Paragraph seven, Clause 7 of the Law, the place of supply of services:

60.1. upon the lease of immovable property shall be determined in accordance with Section 4, Paragraph five of the Law; and

60.2. upon the lease of means of transport shall be determined in accordance with Section 4, Paragraph three of the Law.

61. In applying Section 4, Paragraph seven, Clause 8 of the Law, telecommunication services shall be deemed to be such services which ensure full or partial transmission of signals of all kinds (including sound, image and written text), Internet services, as well as the transfer or granting of the right to supply such services.

62. In applying Section 5, Paragraph one of the Law, passenger transport services shall be subject to a 18 per cent tax rate if the passenger embarks and disembarks inland.

63. In applying Section 5, Paragraph one of the Law, a goods transport service shall be subject to a 18 per cent tax rate if the goods are loaded into and unloaded from the means of transport inland.

64. Section 6, Paragraph one, Clause 3 of the Law shall not be applicable to the catering services for security guards and other employees in correctional facilities and places of imprisonment.

65. Section 6, Paragraph one, Clause 4 of the Law shall also be applicable to the fees for extracurricular education in comprehensive schools, vocational schools, secondary special schools or institutions of higher education for pupils and students of State, local government or State-accredited private educational institutions.

66. Section 6, Paragraph one, Clause 4 of the Law shall not be applicable to those services supplied by educational institutions which are not directly related to the educational process.

67. Section 6, Paragraph one, Clause 4 of the Law shall also be applicable to:

67.1. training and sports services supplied by sport schools to sports school trainees;

67.2. fees for the stay of children in recreation and sports camps; and

67.3. fees for specially organised training classes for children up to 18 years of age (for example, fees for swimming training).

68. Fees for training classes for adults (for example, swimming, gymnastics) shall be taxable in accordance with the procedures prescribed by the Law.

69. Catering services shall not be taxable if they are supplied by the educational institution itself to its students and employees. If other taxable persons supply such services in an educational institution to its students and employees, they shall be subject to tax.

70. Section 6, Paragraph one, Clause 4 of the Law shall also be applicable to the training services to the employees of State administrative institutions organised by the School of Public Administration.

71. Section 6, Paragraph one, Clause 8, Sub-clause c) of the Law shall also be applicable to the making of copies from books and other documents in the library collection, as well as thematic events, bibliographic, informative (also Internet connection) and other similar services.

72. The term “performances in cultural institutions” referred to in Section 6, Paragraph one, Clause 8 of the Law shall not be applicable to the lease of the premises of cultural institutions, organisation of commercial exhibitions, fairs and similar events, as well as public catering and other services.

73. In applying Section 6, Paragraph one, Clause 9.1 of the Law tax shall also not be imposed on the payment for the vouchers of social and medical rehabilitation institutions. If in addition to the services included in the value of the voucher the referred to institutions supply also other services, they shall be subject to tax in accordance with the procedures prescribed by the Law.

74. Section 6, Paragraph one, Clause 11 of the Law shall not be applicable to:

74.1. services in casinos and gaming halls not related to the organisation of raffles (lotteries) and gambling (for example, public catering services or supplies of goods);

74.2. purchase, repair of slot-machines and similar services; and

74.3. services related to the purchase, maintenance and use of children’s slot-machines.

75. Undertakings (companies) having the right to engage in the creation of casinos and gaming halls and organisation of raffles (lotteries) and gambling shall not impose a tax on prizes, lottery tickets, entrance fee to casinos and gaming halls, the right to play and the value of stakes set in betting.

76. In applying Section 6, Paragraph one, Clause 11 of the Law, lotteries with rewards in kind shall not be subject to tax. The tax that has been paid upon the purchase of the goods shall not be deductible as input tax, but included in the total value of the goods.

77. If the institutions or organisations referred to in Section 6, Paragraph one, Clauses 1, 2, 3, 4, 5 and 8 of the Law perform economic activities (leases premises, provides paid public catering services, copies documents of the commissioning party, engages in the supply of goods), these transactions shall be subject to tax in accordance with the procedures prescribed by the Law.

78. Section 6, Paragraph one, Clause 13 of the Law shall also be applicable to the services supplied by insurance policy distributors if in accordance with the Law On Insurance Companies and their Supervision a co-operation contract with the insurer or insurance intermediary has been entered into.

79. Section 6, Paragraph one, Clause 14, Sub-clause a) of the Law shall also be applicable to lease payments of trainees or students of educational institutions for the lease of hostels of educational institutions.

80. The tax exemption specified in Section 6, Paragraph one, Clause 14, Sub-clause b) of the Law shall also be applicable to the monthly payments of inhabitants included in the dwelling house (apartment) management agreement for:

80.1. the maintenance and technical servicing of internal water supply and collecting systems of the house;

80.2. the maintenance and technical servicing of internal heating and hot water heat systems of the house;

80.3. the technical servicing of the electricity supply system;

80.4. the maintenance of the refuse chute;

80.5. the cleaning of ventilation shafts and flues; and

80.6. the maintenance and technical servicing of the internal gas supply system of the house.

81. The tax exemption specified in Section 6, Paragraph one, Clause 14, Sub-clause b) of the Law shall not be applicable to the payments of inhabitants for services (including repair of the dwelling house (apartment) that are not included in the management agreement of the dwelling house (apartment) and are not covered from the monthly payments for the management of the dwelling house (apartment).

82. Section 6, Paragraph one, Clause 14 of the Law shall not be applicable to the maintenance and management services of artists’ studios and unoccupied premises.

83. The acquired or imported goods and received services that are required in order to perform the scientific research referred to in Section 6, Paragraph one, Clause 16 of the Law shall not be exempt from tax payments. The paid tax amount shall be included in the total value of the scientific research.

84. Section 6, Paragraph one, Clause 17, Sub-clause b) of the Law shall also be applicable to those services of credit institutions which are related to client consulting in financial matters (for example, regarding receipt and issue of credits, buying and selling of securities).

85. The service supplied by credit institutions – approval of signature sample booklets performed in the name of the bank – shall be exempt from tax.

86. Section 6, Paragraph one, Clause 17, Sub-clause b) of the Law shall also be applicable to the services of the postal settlement system supplied by the non-profit organisation State stock company Latvijas pasts [Latvia Post].

87. The tax exemption specified in Section 6, Paragraph one, Clause 17, Sub-clause c) of the Law shall not be applicable to:

87.1. banknotes and securities if they have a historic and numismatic value and they are acquired for the purposes of collection;

87.2. precious metal coins if:

87.2.1. they are not used in settlements or

87.2.2. they have a historic and numismatic value and they are acquired for the purposes of collection, or

87.2.3. they are sold for a price not corresponding to their nominal value (for example, commemorative coins), or

87.2.4. in accordance with Section 13.3 of the Law they are not considered to be investment in gold.

88. Section 6, Paragraph one, Clause 17, Sub-clause c) of the Law shall also be applicable to the services related to the issuing and servicing of payment/accounting cards.

89. The tax exemption referred to in Section 6, Paragraph one, Clause 17, Sub-clause c) of the Law shall not be applicable to the services related to the technical servicing of payment/accounting cards (including modification, improvement of systems, repair of cash machines).

90. The term “investments in capital” used in Section 6, Paragraph one, Clause 17, Sub-clause d) of the Law shall be attributable to the shares of limited liability companies, co-operative shares of co-operative societies and co-operative share companies, investments in the equity capital of stock companies, investments in the capital of business partnerships, as well as to the rights to capital shares or distribution of income of foreign companies if they are not laid down in the form of stocks or bonds.

91. The term “securities” used in Section 6, Paragraph one, Clause 17, Sub-clause d) of the Law shall be applicable to stocks, bonds, promissory notes, debentures, privatisation certificates and other securities which in accordance with the procedures set out in laws are issued by the State, local governments, as well as undertakings (companies) or natural persons and which give the right to income to the holders thereof.

92. Section 6, Paragraph one, Clause 17 of the Law shall not be applicable to:

92.1. safe renting and collection services; and

92.2. services of securities market research, investment and capital investment market research, interbank settlement research and credit market research.

93. Section 6, Paragraph one, Clause 19 of the Law shall be applicable irrespective of the fact whether the consular services are supplied by the consular institutions of the Republic of Latvia or a foreign state.

94. The first sale referred to in Section 6, Paragraph one, Clause 23 of the Law shall be deemed to be the sale of such immovable property that has been performed for the first time within a year after putting into service. The sale of immovable property after privatisation shall not be deemed to be the first sale of unused immovable property.

95. In applying Section 6, Paragraph one, Clause 23 of the Law immovable property shall also be deemed to be the land and buildings thereon, buildings, structures, permanent plantations, objects that are in permanent connection to the ground (for example, tracks, bridges, roads, communications, tanks that are built into the ground and are not mobile), areas for camp sites, parking lots and sports grounds.

96. Section 6, Paragraph one, Clause 23 of the Law shall also be applicable to the sale of a part of immovable property (including apartments, artists’ studios and unoccupied premises).

97. In applying Section 6, Paragraph one, Clause 27 of the Law the part of the carriage of schoolchildren service that is financed from local government budgets shall not be subject to tax.

98. The term “carriers licensed specially for this purpose” referred to in Section 6, Paragraph one, Clause 27 of the Law shall be applicable in accordance with Section 15 of the Law On Local Governments. These carriers shall have received a licence from the local government regarding the right to perform carriage of passengers.

99. In applying Section 6.2 of the Law if goods are supplied as a set, each of these goods shall be subject to the appropriate tax rate as set out in the Law.

100. In applying Section 6.2, Clause 6 of the Law a five per cent tax rate shall also be applied to the supplements of magazines in a compact disc format which are appended to the magazines without additional charge and are an integral part of the magazine if the information included in the compact disc supplements the information provided in the magazines.

101. A five per cent tax rate shall be applied to guest accommodation services supplied by the guest accommodation establishments referred to in Section 6.2, Clause 7 of the Law. A five per cent tax rate shall also be applied if other services are included in the value of this service and they are not specified separately in the tax invoice (for example, breakfast, use of parking place).

102. A five per cent tax rate shall not be applied to those additional services supplied by guest accommodation establishments which are not included in the guest accommodation service and are specified separately in the tax invoice or for which a separate tax invoice is issued. Such services shall be subject to 18% tax rate (also for the use of mini-bars, pay television channels and telecommunications services).

103. In applying Section 6.2, Clauses 8, 9 and 10 of the Law a five per cent tax rate shall be attributable to goods supplied to any person and services supplied to any person.

104. Section 7, Paragraph one, Clause 2 of the Law shall also be applicable to the services supplied by third persons (for example, customs brokers, principals, sub-forwarders, warehouse owners, sea ports, airports) if in respect of the servicing of the relevant export or transit freights a contract with the carrier or forwarder of goods has been entered into.

105. In applying Section 7, Paragraph one, Clause 2 of the Law for goods transport services, as well as freight forwarding services directly related to goods import, export and transit, upon crossing the state border of the Republic of Latvia and drawing up bills of lading of international transport (including CMR, international rail transport bill of lading) which specifies the place of loading of goods in a third country (third territory) or in the Republic of Latvia and the place of receipt of goods is in the Republic of Latvia or a third country (third territory) a 0% tax rate shall be applied to the entire value of transport services to the place of destination (consignee) specified in the international transport bill of lading.

106. In applying Section 7, Paragraph one, Clause 2 of the Law if a goods exportation procedure has been commenced in accordance with regulatory enactments in customs matters, a 0% tax rate may be applied to transport services that have been supplied when supplying the goods intended for export to ports if the supplier of transport services may give documentary evidence that the freight has crossed the border of the European Union and it is confirmed by a copy of the international transport bill of lading and customs declaration.

107. If when carrying out transit freight operations in the customs territory of the Republic of Latvia the transit freight carrier is changed, Section 7, Paragraph one, Clause 2 of the Law shall only be applicable if the transit freight is transferred from one carrier to another under customs control.

108. In the case of goods export, a 0% tax rate shall be applied to the entire value of the carriage of freight from the place of loading in the customs territory of the Republic of Latvia to the place of unloading in a third country or third territory in accordance with the international transport bill of lading.

109. In the case of goods transit, a 0% tax rate shall be applied to the entire value of the carriage of freight from the place of loading as specified in the international transport bill of lading to the place of unloading, including the part of carriage performed in the Republic of Latvia.

110. A 0% tax rate shall be applicable to transport services that are related to transit freight operations, crossing the customs border of the Republic of Latvia, and that are supplied by taxable persons irrespective of the fact where the consignor and consignee are located or registered, also if the consignor of the transit freight is a transport and forwarding undertaking of the Republic of Latvia which subsequent to the storage of goods in a customs warehouse organises further supply of goods outside the territory of the European Union.

111. If during transit freight operations a change of the means of transport or transhipment of goods takes place, a 0% tax rate may only be applied if the referred to operations are performed under customs control (for example, in a customs warehouse).

112. Application of a 0% tax rate to export, import and transit consignments shall be confirmed by international freight transport accompanying documents or copies thereof (including CMR, international rail transport bill of lading, bill of lading, air transport bill of lading or customs declaration with a note regarding exportation of goods from the customs zone in order to continue transit operation) which shall specify the place of loading and unloading of goods in third countries or territories and which shall contain a note regarding importation of goods into the territory of the European Union (the territory of the Republic of Latvia) or exportation thereof from the territory of the European Union (the territory of the Republic of Latvia).

113. In applying Paragraph 107 of these Regulations, the application of a 0% tax rate to transit freight operations shall be confirmed by an international transport bill of lading or copy thereof which specifies the place of loading of the transit freight in third countries or third territories and the place of unloading in the customs territory of the Republic of Latvia, as well as other documents approved by a customs authority or copies thereof (including internal transport bill of lading for transit operations, customs transit declaration) which specify identification data of the means of transport, the commodity code and the amount of the transit freight, certifying the change of the carrier in the customs territory of the Republic of Latvia.

114. Section 7, Paragraph one, Clause 4 of the Law shall also be applicable to the deliveries of those administrative documents (including the TIR carnet, international transport permits and certificates of origin of goods) which in accordance with the international agreements entered into by the Republic of Latvia are used in international freight transportation by road.

115. In applying Section 7, Paragraph five of the Law, the documents confirming export shall be the customs declarations (or copies thereof) with a note that the goods have been exported outside the territory of the European Union, as well as:

115.1. agreements entered into with persons registered in third countries or third territories;

115.2. international transport bill of lading;

115.3. specifications of goods; and

115.4. documents certifying payment for the export of goods.

116. In order to confirm the export of goods or the application of a 0% tax rate, in each particular case without the documents referred to in Paragraph 115 of these Regulations other documents may be used which unequivocally and clearly certify that the goods have been exported from the territory of the European Union or the application of the 0% tax rate has been justified.

117. Documents confirming export which the taxable person submits to the State Revenue Service shall be drawn up in accordance with the procedures prescribed by regulatory enactments, in the name of the taxable person exporting the goods. The referred to documents may also be prepared in the name of the forwarder or intermediary (exporter), but in this case they may be used as documents confirming export only if the fact of export can be proved.

118. In applying Section 8, Paragraphs one and two of the Law, upon receipt of consideration for goods or services in advance, the tax specified in the tax invoice shall be paid into the budget in the tax period when the advance was received.

119. In applying Section 8, Paragraph one of the Law if in a hire-purchase (leasing) transaction the hire-purchase (leasing) contract is terminated before the time period specified in the leasing contract, the lessor shall issue a credit invoice to the lessee for the unpaid part of the object of the lease.

120. Section 8, Paragraph two of the Law shall be applicable to construction services starting from the moment when a deed of delivery and acceptance regarding performance of construction works has been signed or an advance for the purchase of materials or for other needs related to the provision of construction services has been received.

121. In applying Section 8, Paragraphs one and two of the Law, the price of pre-paid phone cards, transport tickets, monthly tickets and gift vouchers shall include the tax that shall be transferred to the State budget in accordance with the procedures set out in the Law in the tax period when the card or ticket was sold to the user.

122. The tax payment procedures specified in Paragraph 121 of these Regulations shall be applicable only to those marketed gift vouchers which the taxable person markets in his or her name without using intermediary services.

123. In applying Section 8, Paragraph one of the Law if a State or local government institution which has registered as a taxable person transfers fixed assets to the units of this institution or another State or local government institution without consideration (from a balance-sheet to a balance-sheet) a tax invoice need not be issued. If fixed assets are transferred to an undertaking (company), the supply thereof shall be subject to tax in accordance with the procedures set out in the Law.

124. In applying Section 8, Paragraph one of the Law, the moment of the supply of goods shall be deemed to be the moment when the goods are placed at the disposal of the carrier. If the carrier of goods transports the goods itself, the moment of the supply of goods shall be deemed to be the moment when the transportation of goods is commenced.

125. In applying Section 8, Paragraphs one and two of the Law, if the taxable person has branches which are not registered as independent taxable persons and intermediate products of manufacture are moved or services are supplied among these branches to ensure further manufacturing process, a tax invoice need not be issued.

126. In applying Section 8, Paragraph three of the Law, farms – taxable persons – shall regularly record the home consumption of the goods produced by themselves and at the end of the tax period write out a tax invoice, carry out tax calculation and reflect it in the tax declaration. The use of self-produced products to ensure further production process in a farm (for example, the use of self-produced animal feed) shall not be considered to be home consumption.

127. In applying Section 8, Paragraph four of the Law, if the tax invoice includes transactions taxable with different tax rates and non-taxable transactions the value of such transactions shall be specified separately.

128. In applying Section 8, Paragraphs 4.1 and 4.2 of the Law, if payments are made in accordance with a contract without writing out a tax invoice, the taxable person shall write out the tax invoice for the purposes of tax calculation and input tax deduction at the moment of making the payment.

129. In applying Section 8, Paragraph five of the Law, if the property of an undertaking (company) – taxable person – according to a court decision is sold by a liquidator, administrator or bailiff, he or she shall write out a tax invoice on behalf of the undertaking (company).

130. In applying Section 8, Paragraph five of the Law, if a natural person who was registered as a taxable person dies and in order to manage the estate the heir or a trustee appointed by the court continues economic activities instead of the estate-leaver, he or she shall write out tax invoices in his or her name and use the taxable person registration number of the estate-leaver until the moment when the rights of inheritance of the lawful heirs come into force.

131. If the requirements specified in Section 8, Paragraph five of the Law are not complied with and the tax amount is collected, but not paid into the budget in full amount, the sanctions specified in Section 35, Paragraph four of the Law shall be imposed.

132. In applying Section 8, Paragraphs 5.1 and six of the Law, the taxable person upon the purchase of goods or receipt of services from another taxable person has the right to request a tax invoice for taxable transactions.

133. In applying Section 8, Paragraph 5.1, Clause 3 and Paragraph six, Clause 1 of the Law, sworn notaries and sworn advocates who have registered in the Register of Taxable Persons as natural persons, upon writing out tax invoices for the supplied notary or advocate services, shall specify the declared place of residence or the address of the sworn notaries (advocates) office that is registered in the Register of Taxable Persons.

134. In applying Section 8, Paragraph 5.1 and six of the Law, also bills of lading-invoices, invoices and cash receipts in which instead of the legal address of the consignor (consignee) of goods or provider (recipient) of services the address of the place of loading (unloading) of goods or provision (receipt) of services is specified may be used as tax invoices.

135. In applying Section 8, Paragraph 5.1 and six of the Law if cash receipts are used as tax invoices, in respect of several separate supplies of goods and services performed during a month for which several separate cash receipts have been issued a general tax invoice may be written out. The general tax invoice shall specify the tax invoice prerequisites specified in Section 8, Paragraph 5.1 or six of the Law and the identification data of the separate cash receipts (tax invoices) – the number and the date.

136. In applying Section 8, Paragraph seven of the Law, to be able to use a receipt together with a corroborative document as a tax invoice, the corroborative document in addition to the prerequisites referred to in Section 8, Paragraph 5.1 or six of the Law shall specify the number of the receipt. The corroborative document shall be written out in two copies of which the first shall be received by the buyer of goods (recipient of services), but the second shall remain with the consignor of goods (supplier of services). The consignor of goods (supplier of services) shall write out a corroborative document upon request of the buyer (recipient of services).
137. In applying Section 8, Paragraph eight of the Law, the stamp by which the consignor of goods (supplier of services) certifies the entry in the cash receipt shall reproduce the name and legal address of the consignor of goods (supplier of services).

138. In applying Section 9, Paragraph two of the Law, the tax period for the tax year may be changed for a taxable person if he or she by 31 January of the tax year has submitted to the territorial office of the State Revenue Service a submission regarding a change of the tax period and has specified the amount of taxable transactions performed in the pre-tax year.

139. In applying Section 10, Paragraph one, Clause 1 of the Law the taxable person in performing input tax deductions has a duty to verify whether the tax invoice has been issued by a taxable person. Such information may be received at regional offices of the State Revenue Service or in the publicly available Register of Taxable Persons.

140. In applying Section 10, Paragraph one, Clause 1 of the Law, also the tax for the goods and services specified in the tax invoice for which advance payment has been made shall be deducted as input tax.

141. In applying Section 10, Paragraph one, Clause 1 of the Law, also the tax specified in the tax invoice for the goods purchased and services received to ensure one’s own administrative activities (for example, equipment of the work place, purchase of drinking water), as well as performance of advertising measures shall be deducted as input tax.

142. The tax specified in the tax invoice for goods and services for recreation, catering, health improvement and entertainment of the employees of the taxable person shall not be deducted as input tax.

143. In applying Section 10, Paragraph one, Clause 1 of the Law in respect of the investments in capital referred to in Sub-paragraph 20.3 of these Regulations which are made in the form of fixed assets (including immovable property) the correction of the deducted input tax shall be performed in accordance with Paragraphs 146 and 172 of these Regulations.

144. In applying Section 10, Paragraph one, Clause 1 of the Law, the tax for goods purchased and services received to ensure transactions which are related to the performance of State executive functions or to ensure activities which are outside the scope of the Law shall not be deductible as input tax.

145. The taxable person who has received State or local government grants (subsidies) may deduct input tax only for those goods and services which have been used for the performance of taxable transactions.

146. If a taxable person invests a fixed asset (except immovable property) into the equity capital of another person as property investment, the part of the deducted input tax which is calculated from the remaining (undepreciated) value of the fixed asset recorded in the financial accounting of the taxable person shall be repaid to the State budget in the following cases:

146.1. if the fixed asset is intended to be used for non-taxable transactions;

146.2. if the property investment is made earlier than a year after the acquisition of the fixed asset; or

146.3. if the fixed asset is invested in the equity capital of a non-taxable person.

147. In applying Section 10, Paragraph one, Clause 1 of the Law, the part of the tax amount specified in the tax invoice for the received goods and received services which have been used for personal needs of the employees of the taxable person (including transport services, purchase of fuel and telecommunications services) shall not be deductible as input tax.

148. In applying Section 10, Paragraph one, Clause 2 of the Law, if the tax is paid into the budget in one tax period but the goods are imported in another tax period, the paid tax shall be deducted as input tax in the tax period in which the tax was paid and the goods released for free circulation.

149. In applying Section 10, Paragraph one, Clause 2 of the Law, if the tax for imported goods has been paid in advance, the tax amount paid in advance may be deducted as input tax in the tax declaration of that tax period in which the advance payment was made.

150. If the tax payment on the border of the European Union which is also the border of the Republic of Latvia on behalf of the consignee of goods is performed by a third person (for example, customs broker), then the consignee, if he or she is a taxable person, may deduct the paid tax as input tax if his or her book-keeping accounts contain documents which confirm the payment of tax for the importation of the goods and in which the consignee is specified as the purchaser or the importer. Such documents shall be deemed to be a customs declaration and a document confirming the payment of tax with the identification data of the customs declaration.

151. In applying Section 10, Paragraph one, Clause 2 of the Law, also the paid tax amount for goods imported inland by a taxable person for the carrying out of his or her own taxable transactions in accordance with the customs procedure “temporary importation” and which in accordance with regulatory enactments in customs matters are subject to partial exemption from customs duty shall be deductible as input tax.

152. In applying Section 10, Paragraph three of the Law, if goods are released for free circulation and the customs authority has taken a decision to cover tax payments using a security deposit or customs guarantee, the document confirming the payment of tax into the budget shall be considered to be the decision of the customs authority regarding the transfer to the State budget of the tax transferred to the security deposit account of the State Revenue Service or a payment order confirming that in accordance with the decision of the customs authority the tax has been paid into the State budget.

153. In the case of the importation of goods the payment of tax shall be confirmed by both documents referred to in Section 10, Paragraph three of the Law.

154. The provisions of Section 10, Paragraph four of the Law shall not be applicable to electric power lines, heating networks, heating mains, heat chambers, railway tracks and natural gas pipelines.

155. In applying Section 10, Paragraph four, Clause 1 of the Law, the taxable person shall deduct the input tax for the acquired unused immovable property in the tax period when the property was acquired. The amount of the deductible input tax shall be determined taking into account the expected immovable property utilisation proportion for taxable and non-taxable transactions.

156. In applying Section 10, Paragraph four, Clause 2 of the Law, the taxable person shall register the immovable property acquired or accepted for service with the regional office of the State Revenue Service in which he or she has registered as a person taxable with the value added tax, irrespective of the location of the immovable property.

157. The taxable person shall register the immovable property referred to in Section 10, Paragraph four, Clause 2 of the Law with the State Revenue Service also if the immovable property is intended to be used only for non-taxable transactions and input tax deductions for this immovable property have not been performed. 

158. In applying Section 10, Paragraph four, Clause 2 of the Law, the taxable person shall not register with the State Revenue Service the acquired used immovable property which is exempt from value added tax.

159. If the taxable person conducts leasing transactions with immovable property, Section 10, Paragraph four of the Law shall be applicable as follows:

159.1. the lessor shall register the unused immovable property acquired or the immovable property constructed, reconstructed, renovated or restored for the performance of leasing transactions with the State Revenue Service;

159.2. the transfer of the acquired unused immovable property to another person (lessee) in accordance with the hire-purchase (leasing) contract shall be considered to be the second sale of the immovable property and it shall not be subject to value added tax. The lessor does not have the right to deduct input tax for the immovable property acquired for the leasing transaction. If the immovable property has been transferred to the ownership of the lessee, upon termination of the leasing contract the lessor in accordance with Paragraph 161 of these Regulations shall inform the State Revenue Service of the removal of the immovable property from the register. If the leasing contract is terminated before 10 years from the acquisition of the immovable property have passed and the immovable property remains in the ownership of the lessor, the lessor shall inform the State Revenue Service of the changes in the use of the immovable property and in the remaining tax years shall perform input tax correction in accordance with Section 10, Paragraph four, Clause 4 of the Law;
159.3. the transfer of the constructed, reconstructed, renovated or restored immovable property to the lessee in accordance with the leasing contract within a year after acceptance for service shall be considered to be the first sale of the immovable property and subject to tax in accordance with the procedures set out in the Law. If the immovable property has been transferred to the ownership of the lessee, upon termination of the leasing contract the lessor shall not perform input tax correction and in accordance with Paragraph 161 of these Regulations inform the State Revenue Service of the removal of the immovable property from the register. If the leasing contract is terminated before 10 years from the acceptance of the immovable property for service have passed and the immovable property remains in the ownership of the lessor, the lessor shall inform the State Revenue Service of the changes in the use of the immovable property and in the remaining tax years perform input tax correction in accordance with Section 10, Paragraph four, Clause 4 of the Law.
160. In applying Section 10, Paragraph four, Clause 3 of the Law the first year of registration shall be considered to be the year when the immovable property was acquired or accepted for service. 

161. In applying Section 10, Paragraph four, Clause 3 of the Law, the taxable person concurrently with the tax declaration for the relevant tax period shall submit to the State Revenue Service a submission regarding removal of the registered immovable property from the register if the immovable property:

161.1. has been sold (specifying the buyer of the immovable property);

161.2. has been transferred to the ownership of the lessee, upon termination of the leasing contract (specifying the lessee);

161.3. has been invested in the equity capital; or

161.4. has completely perished or has been destroyed due to a natural disaster or in another way against the will of the person.

162. In applying Section 10, Paragraph four, Clause 4 of the Law, if the taxable person has registered several immovable properties with the State Revenue Service, the input tax correction shall be performed in respect of each immovable property separately.

163. In applying Section 10, Paragraph four of the Law:

163.1. the total amount of tax shall be the amount of tax specified in the tax invoices received from another taxable person regarding acquisition of immovable property or in tax invoices regarding construction, reconstruction, renovation or restoration services;

163.2. the deducted input tax shall be the input tax actually deducted by the taxable person, taking into account the immovable property utilisation proportion for taxable and non-taxable transactions at the moment of registration with the State Revenue Service; and

163.3. the deductible input tax shall be the input tax calculated by the taxable person for each tax year, by calculating one tenth of the total amount of tax by the immovable property utilisation proportion for taxable and non-taxable transactions in the relevant tax year. 

164. In applying Section 10, Paragraph four, Clause 5 of the Law the changes in the proportion shall be recorded if they exceed one per cent. 

165. If unused immovable property within a year after its acceptance for service is sold for the first time, the seller shall not perform input tax correction. The amount of tax specified in the tax invoice that has been calculated from the taxable value of the immovable property to be sold shall be paid by the seller into the State budget and the buyer has the right to deduct it as input tax in the amount set out in the Law. If immovable property is sold to a taxable person, the buyer shall register the acquired immovable property with the regional office of the State Revenue Service in which he or she has registered as a person taxable with the value added tax and henceforth perform input tax correction for this immovable property.
166. If the taxable person has registered the reconstructed, renovated or restored immovable property with the State Revenue Service in accordance with Paragraph 155 of these Regulations and during the same year continues the reconstruction, renovation or restoration of this immovable property, he or she shall adjust the amount of the deducted input tax upon submitting the annual declaration and perform input tax correction from the total amount of tax.

167. If the taxable person has registered the reconstructed, renovated or restored immovable property with the State Revenue Service in accordance with Paragraph 156 of these Regulations and in the next 10 tax years performs new reconstruction, renovation or restoration of this immovable property, he or she shall inform the State Revenue Service in writing of the amount of input tax that has been deducted for part of the reconstructed, renovated or restored immovable property, upon submitting a tax declaration for the tax period when this part of the immovable property was accepted for service. The correction of the deducted input tax shall be performed irrespective of the previously performed input tax corrections of the registered immovable property.

168. If within 10 years after acquisition of unused immovable property the taxable person decides on his or her own initiative to pull it down, the taxable person shall in respect of the pulled down immovable property refund to the budget the deducted input tax amount which is calculated in accordance with Section 10, Paragraph four, Clause 6 of the Law.

169. The procedures referred to in Paragraph 168 of these Regulations shall also be applicable to reconstructed used immovable property that has been pulled down within 10 years after its putting into service.

170. In applying Section 10, Paragraph four, Clause 6 of the Law, the taxable person who within 10 years after the acquisition or acceptance for service of immovable property sells part of the immovable property:

170.1. shall terminate the performance of input tax correction in respect of the sold part of the immovable property starting with the tax year in which the purchase contract was drawn up;

170.2. shall refund to the State budget the deducted input tax for the sold part of the immovable property which has been calculated in accordance with Section 10, Paragraph four, Clause 6 of the Law; and

170.3. shall continue to perform input tax correction for the remaining part of the immovable property in conformity with the immovable property utilisation proportion for taxable and non-taxable transactions.

171. If as a result of a natural disaster or in some other forced way part of the immovable property referred to in Section 10, Paragraph four, Clause 7 of the Law has been ruined or destroyed, the taxable person shall terminate the performance of input tax correction for the part of the immovable property in the tax year when documents attesting to the loss have been drawn up and shall continue the performance of input tax correction for the remaining part of immovable property.

172. A taxable person who invests immovable property or part thereof in the equity capital of another person as property investment shall:

172.1. terminate the performance of input tax correction in respect of the invested immovable property (or part thereof) in the tax year when the investment contract is drawn up; and

172.2. refund to the State budget the part of the deducted input tax that has been calculated in accordance with Section 10, Paragraph four, Clause 6 of the Law.

173. The provision referred to in Sub-paragraph 172.2 of these Regulations need not be applied if the taxable person invests immovable property as property investment in a newly created (newly established) undertaking and this newly created undertaking within 30 days after registration with the Enterprise Register registers with the State Revenue Service as a person taxable with the value added tax. In this case the newly created undertaking shall re-register such immovable property and continue the correction of input tax.

174. If as a result of reorganisation of an undertaking, the undertaking is divided or part thereof is separated and immovable property is transferred to the newly created (separated) undertaking, then the reorganised undertaking shall refund to the State budget the deducted amount of input tax that has been calculated in accordance with Section 10, Paragraph four, Clause 6 of the Law. This provision need not be applied if the reorganised undertaking during the period of its activity was registered as a taxable person and the newly created (separated) undertaking in accordance with Section 14, Paragraph seven of the Law within 30 days after registration with the Enterprise Register is registered with the State Revenue Service as a person taxable with the value added tax. In such case the newly created undertaking shall re-register such immovable property and continue the correction of input tax.
175. When performing the re-registration referred to in Paragraph 174 of these Regulations, the amount of deducted input tax for each unfinished construction object shall be recorded separately and the newly created (separated) undertaking shall continue to account these amounts so that when this object is put into service and registered with the State Revenue Service the deducted total amount of input tax may be declared, as well as henceforth the input tax correction may be performed (from the first day of construction of this immovable property) in conformity with the provisions of the Law.

176. If several immovable properties are transferred to the newly created undertaking as a result of reorganisation, the undertaking to be reorganised shall draw up a list regarding such immovable properties, including in the list the indicators referred to in Paragraphs 178, 179 and 180 of these Regulations.

177. The list referred to in Paragraph 176 of these Regulations shall be co-ordinated with the territorial office of the State Revenue Service in which these immovable properties are registered. In turn, the newly created undertaking, upon re-registration of this immovable property, shall take into account the indicators approved in this list and register these immovable properties with those territorial offices of the State Revenue Service in which the newly created undertaking has registered.

178. The undertaking to be reorganised which as a result of reorganisation transfers to the newly created undertaking immovable property that is registered with the State Revenue Service shall specify the following information for the purposes of drawing up the list referred to in Paragraph 176 of these Regulations:

178.1. the total amount of tax (Nkop.) as specified in tax invoices regarding acquisition, construction, reconstruction, renovation or restoration of immovable property;

178.2. the amount of input tax deducted from the budget (Natsk.), taking into account the immovable property utilisation proportion for taxable and non-taxable transactions that was specified upon registration of the immovable property with the State Revenue Service;

178.3. the amount of input tax (Niem.) paid back to the budget when performing input tax correction in the time period from 1998 to 2002;

178.4. the amount of input tax actually deducted from the budget (Nfakt.) which shall be calculated using the following formula:

Nfakt. = Natsk. – Niem., where
Natsk. — the amount of input tax deducted from the budget;

Niem. — the total amount of input tax refunded to the budget.

179. The number of years (n) after the re-registration of immovable property for which the taxable person starting with the year 2002 shall perform input tax correction shall be calculated as follows: the year of acquisition (or acceptance for service) of immovable property + 10 (years) – 2002 (year).

180. The input tax correction for each tax year after the re-registration of immovable property shall be performed as follows:

180.1. part of the actually deducted input tax (Pact) shall be calculated using the following formula:

Pact = Nfakt./n, where

Nfakt. — the amount of input tax actually deducted from the budget;
n — the number of years for which the input tax correction is performed;

180.2. the deductible input tax (Patsk.) shall be calculated using the following formula:

Patsk. = Nkop./n × p, where
Nkop. — the total amount of tax;
n — the number of years for which the input tax correction is performed;

p — the immovable property utilisation proportion for taxable and non-taxable transactions in the relevant tax year;

180.3. the difference S shall be calculated which the taxable person pays into the budget or receives back from the budget, using the following formula for the calculation:

S = Pfakt. – Patsk., where
Pfakt. — part of the actually deducted input tax;
Patsk. — deductible input tax.
181. If the newly created undertaking within 30 days fails to register with the State Revenue Service as a person taxable with the value added tax or has not re-registered immovable properties in conformity with Paragraphs 174, 175, 176, 177, 178, 178 and 180 of these Regulations, the undertaking to be reorganised shall refund to the State budget the deducted input tax for those immovable properties which in the case of reorganisation have been transferred to the newly created undertaking.

182. In applying Section 10, Paragraph 4.1, Clause 4 of the Law, the taxable person who acquires or manufactures a fixed asset only for the performance of taxable transactions need not perform separate accounting and input tax correction for each fixed asset.

183. If the taxable person has not performed separate accounting of input tax for each acquired or manufactured fixed asset, on the basis of Paragraph 182 of these Regulations, and within five years after the acquisition or manufacture of the fixed asset starts to utilise it also for non-taxable transactions, the taxable person shall perform separate input tax accounting and input tax correction for the remaining years in respect of each fixed asset.

184. In applying Section 10, Paragraph ten of the Law, the value of the performed taxable transactions shall be the sum of values of supplied goods, supplied services and home consumption of the taxable person. The value of the performed taxable transactions shall not include the value of imported goods and the value of those services for which the taxable person has paid tax as the recipient of services.

185. If the taxable person has received State and local government grants (subsidies) in order to partially or fully cover expenses associated with the manufacture of goods or supply of services but they are not directly related to the price of goods or services and separate accounting of the received goods and services for the performance of taxable and non-taxable transactions is not ensured, the part of the deductible input tax shall be calculated by applying the proportion specified in Section 10, Paragraph ten of the Law, including the amount of received grants (subsidies) in the total value of transactions.

186. The procedures referred to in Paragraph 185 of these Regulations shall not be applicable to earmarked grants for financing public transport and earmarked grants to inland carriers for the carriage of disabled and politically repressed persons.

187. In applying Section 10, Paragraph nine of the Law, the taxable person – budget authority performing the executive functions of the State or local governments, may deduct as input tax the tax for goods and services used for the performance of taxable transactions if separate accounting of these goods and services is ensured.

188. If the taxable person (budget authority) has not ensured separate accounting of goods and services for the performance of taxable transactions, the deductible input tax shall be calculated, applying the proportion specified in Section 10, Paragraph ten of the Law. In such case the received amounts of grants (subsidies) shall be included in the total value of transactions.

189. In applying Section 10, Paragraph 11.1 of the Law, if the taxable person during a tax period exercises the right to deduct input tax without applying the proportion specified in Section 10, Paragraph 10 of the Law, prior to the submission of the annual declaration the taxable person shall re-calculate the proportion of transactions for the year as a whole and correct the amount of the deductible input tax and the tax payable to the budget.

190. In applying Section 11, Paragraph one of the Law, if the time period for the submission of the tax declaration is on Saturday, Sunday or a holiday, the last day of the time period for submission shall be considered to be the first working day after Sunday or holiday.

191. In applying Section 11, Paragraph one of the Law, the taxable person who during the tax period has supplied new means of transport to a non-taxable person of another Member State, upon submitting the value added tax declaration for the tax period shall append thereto copies of tax invoices confirming the supplies performed.

192. In applying Section 11, Paragraph six of the Law the taxable person who during a year has performed both taxable and non-taxable transactions prior to the submission of the annual declaration shall recalculate the proportion of transactions (in conformity with Section 10, Paragraphs nine, ten and eleven of the Law) for the year as a whole, as well as, if necessary, correct the amount of the deductible input tax and pay the tax into the budget by 1 May of the post-tax year.

193. In applying Section 11, Paragraph eight of the Law, the quarterly statement regarding supplies of goods in the territory of the European Union shall not include:

193.1. the assembled or installed goods supplied to a taxable person of another Member State; and

193.2. new means of transport supplied to a non-taxable person of another Member State.

194. In recalculating the proportion of transactions for a year as a whole, the total value of transactions and taxable transactions shall be determined, taking into account the corrections performed in the tax year (for example, in relation to discounts granted, annulment of purchase, receipt of goods back, in the cases of refund of advances).

195. If the taxable person performs transactions with timber, then when recalculating the proportion of transactions for the year as a whole, the value of transactions with timber shall be included in the value of taxable transactions and total transactions.

196. If when importing goods inland they are subject to the customs procedure “temporary importation” with partial exemption from the payment of the customs duty, the tax shall be paid into the budget in the amount of three per cent of the calculated tax amount.

197. In applying Section 12, Paragraph one of the Law, an electricity supplier shall pay tax for the electricity supplied to the consumer who writes out the settlement document for the received electricity himself or herself in the tax period when consideration from the consumer has been received.

198. The requirements referred to in Section 12, Paragraph 1.1 of the Law shall not be applicable to the received services referred to in Section 4, Paragraph seven, Clause 12 of the Law.

199. In applying Section 12, Paragraph 1.2 of the Law the non-taxable legal or natural person who performs economic activities shall specify the amount of tax paid for the received services in the notice (Annex) which shall be submitted to the State Revenue Service in the tax period when the tax was paid into the budget. 

200. In applying Section 12, Paragraph eleven of the Law, during the tax year the tax over-paid in the previous taxation months shall be repaid or directed to the performance of other payments specified in Paragraph 10.1 of this Section in the amount that does not exceed 18% of the total value of the taxable transactions performed in these taxation months (taking into account the amounts of tax already repaid in these tax periods). The remaining amount of over-paid tax shall be fully repaid from the State budget in conformity with the annual tax declaration.

201. In applying Section 12, Paragraph twelve, Clause 1 of the Law, the tax debts and debts of other mandatory payments shall be covered in conformity with the procedures for the performance of payments specified in Section 12, Paragraph 10.1 of the Law.

202. Section 12, Paragraph twelve, Clause 4 of the Law shall also be applicable to the direction of the overpaid tax to the performance of tax, duty or other mandatory payments or the covering of debts.

203. The conditions referred to in Paragraph 200 of these Regulations and Section 12, Paragraph twelve, Clause 4 of the Law shall not be applicable to the amounts of tax deducted by the taxable person as input tax in respect of the following:

203.1. acquired, constructed, reconstructed, renovated or restored immovable property;

203.2. acquired fixed assets;

203.3. acquired goods that are intended for the ensuring of hire-purchase (leasing) transactions;

203.4. acquired goods and received services in transactions with timber; and

203.5. imported goods which after provision of processing or treatment services in the territory of the European Union to a non-registered person are exported from the territory of the European Union as compensating products.

204. In applying Section 13, Paragraph three of the Law the value of a service supplied by the agency itself shall be subject to a 18% tax rate. If the agency provides to the traveller also other services (including transport, hotel, catering services), the tax shall be imposed in accordance with the general procedures set out in the Law.

205. In applying Section 13.1, Paragraph one of the Law the compensation shall be paid only for self-produced unprocessed agricultural produce of farms, for example, for milk (not for cottage cheese or cream), for livestock (live or carcasses), and grain (not for flour).

206. Section 13.1, Paragraph one of the Law shall not be applicable to the gathered products growing in wild (for example, berries, plants, mushrooms) delivered by farms.

207. In applying Section 13.2, Paragraph three of the Law in respect of timber transport services supplied by the State stock company Latvijas dzelzceļš [Latvian Railways] a railway transport bill of lading shall be drawn up and the tax shall be imposed in accordance with the general procedures set out in the Law.

208. In applying Section 14, Paragraph one of the Law, if the property of an undertaking is sold to several persons, tax shall not be imposed on that part of the property which is invested in the undertaking (company) that is the successor to rights and obligations of the privatised undertaking (company). Separately sold goods, fixed assets or materials shall be subject to tax in accordance with the procedures set out in the Law.

209. Section 14, Paragraph six of the Law shall also be applied if the property of the taxable person is sold by an administrator or liquidator.

210. Section 14, Paragraphs seven and eight of the Law shall also be applied if taxable natural persons join together in groups bound by a contract or an agreement or if such groups are divided.

211. The acquisition and supply of goods in the territory of the European Union referred to in Section 18, Paragraph one, Clauses 2 and 3 of the Law shall be considered to be the conveyance of goods from one branch (unit) of the undertaking of a taxable person to another branch (unit).

212. The dispatch of goods of a taxable person of another Member State to the Republic of Latvia for a period that may not exceed 24 months shall not be considered to be the acquisition of goods referred to in Section 18, Paragraph two of the Law.

213. The dispatch of goods of a taxable person to another Member State of the European Union for a period that may not exceed 24 months shall not be considered to be the acquisition of goods referred to in Section 18, Paragraph three of the Law. The taxable person shall ensure detailed accounting of such goods so that the tax administration may track the movement of the referred to goods.

214. In applying Section 19, Paragraph one of the Law if the taxable person dispatches or transports goods to another Member State of the European Union to a taxable person of another Member State, the place of supply of goods in the territory of the European Union shall be that Member State of the European Union in which the transporting or dispatching of the goods ends.

215. In applying Section 19, Paragraph two of the Law if the taxable person dispatches or transports goods to a non-taxable person of another Member State, the place of supply of goods shall be inland.

216. In applying Section 19, Paragraph three of the Law the place of supply of goods shall be another Member State of the European Union if the taxable person supplies goods and assembles or installs them in another Member State of the European Union.

217. In applying Section 19, Paragraph four of the Law, the place of acquisition of the new means of transport shall be inland if the taxable or non-taxable person acquires new means of transport and:

217.1. registers the land motor vehicle with the Road Traffic Safety Directorate;

217.2. registers the ship or other floating craft with the Latvian Ship Register or Road Traffic Safety Directorate; and

217.3. registers the aircraft with the Civil Aviation Administration of the Ministry of Transport.

218. In applying Section 20 of the Law, if the goods are sent from another Member State of the European Union to the Republic of Latvia, the place of acquisition of such goods shall be inland.

219. In applying Section 21 of the Law, if the goods are released for free circulation in the Republic of Latvia the place of importation of the goods shall be inland.

220. In applying Section 22, Paragraph one of the Law, if the transportation of goods is commenced in the territory of the Republic of Latvia, the place of provision of the goods transport service in the territory of the European Union shall be inland.

221. In applying Section 22, Paragraph two of the Law, if the transportation of goods is commenced in the territory of the Republic of Latvia and the goods transport service in the territory of the European Union is supplied to a taxable person of another Member State, the place of provision of the referred to service shall be the Member State of the European Union in which the recipient of the service has registered as a person taxable with the value added tax.

222. If the services referred to in Section 23 of the Law are supplied inland to a taxable person of another Member State, the place of provision of these services shall be the Member State of the European Union in which the recipient of the service has registered as a person taxable with the value added tax.

223. If the services referred to in Section 23 of the Law are supplied inland to a non-taxable person of another Member State, the place of provision of these services shall be inland.

224. If an intermediary agent provides the services referred to in Section 24, Paragraphs two and three of the Law inland to a taxable person of another Member State, the place of provision of the intermediary agent service shall be the Member State of the European Union in which the recipient of the service has registered as a person taxable with the value added tax.

225. If an intermediary agent provides the services referred to in Section 24, Paragraphs two and three of the Law inland to a non-taxable person of another Member State, the place of provision of the intermediary agent service shall be inland.

226. In applying Section 25 of the Law, if services associated with movable (tangible) property are supplied inland to a non-taxable person of another Member State, the place of provision of these services shall be inland.

227. In applying Section 25 of the Law, if services associated with movable (tangible) property are supplied inland to a taxable person of another Member State and after provision of the services the movable (tangible) property is not exported from inland, the place of provision of these services shall be inland.

228. The services referred to in Section 25 of the Law shall also include processing services.

229. The amount referred to in Section 26, Paragraph one of the Law shall be composed of all amounts for the acquisition of the received goods, except for the amounts for the acquisition of new means of transport and acquisition of excise goods.

230. The registration referred to in Section 26, Paragraph one of the Law shall also be applicable to the supplies of goods performed by budget authorities in the territory of the European Union.

231. The amount referred to in Section 26, Paragraph three of the Law shall be composed of the amounts of all those supplies which the person referred to has supplied during the calendar year.

232. For the persons referred to in Section 26, Paragraphs two, three, four, five, six, seven and eight of the Law to be registered in the Register of Taxable Persons, they shall submit a registration submission to the regional office of the State Revenue Service according to one place of performance of transactions inland. The submission shall indicate:

232.1. the name, registration code and legal address of the person (for a natural person – given name, surname, personal identification number, date of birth and place of residence), place of activities in the Republic of Latvia;

232.2. information regarding the officials having the right to sign (given name, surname, personal identification number and declared place of residence of the relevant person); and

232.3. information regarding:

232.3.1. the types of the business activity, units, co-operation partners in the Republic of Latvia;

232.3.2. settlement accounts in credit institutions;

232.3.3. the amount of the registered equity capital;

232.3.4. owned and leased fixed assets (composition, value);

232.3.5. the amount and composition of current assets, including the stocks of raw materials and products produced; and

232.4. the justification for registration specified in Section 26, Paragraphs two, three, four, five, six, seven and eight of the Law.

233. Upon submission of the registration submission referred to in Paragraph 232 of these Regulations, the person shall present a personal identification document or a driving licence. If the registration submission is submitted by the authorised person, he or she shall also present an appropriate authorisation.

234. In applying Section 26, Paragraphs two, three, four, five, six, seven and eight of the Law the regional office of the State Revenue Service shall examine the registration submission and within 15 working days from the receipt of the submission register the person in the Register of Taxable Persons or take a decision regarding refusal of registration if the person has failed to specify the information referred to in Paragraph 232 of these Regulations in the registration submission.

235. If a decision regarding refusal of registration has been taken, the regional office of the State Revenue Service shall within five working days after taking of the decision notify the person thereof in writing, specifying the reasons for refusal.

236. The person who has received a notification regarding refusal of registration has the right to clarify the registration submission and re-submit it to the regional office of the State Revenue Service.

237. In applying Section 26, Paragraph eight of the Law, the taxable person of another Member State who participates in the triangular transaction as an intermediary need not register in the Register of Taxable Persons if the final consignee of goods is a taxable person.

238. In applying Section 26, Paragraph eight of the Law, a taxable person of another Member State need not register in the Register of Taxable Persons if the taxable person receives stocks of manufacturing goods or wholesale goods from this person and the ownership right to the referred to goods in accordance with a contract entered into between these persons passes over to the taxable person (consignee of goods) only at the moment of resale or use of the goods. The consignee of goods shall pay tax for the acquisition of such goods in accordance with Section 30, Paragraph one of the Law and shall ensure detailed and separate accounting of the received goods.

239. In applying Section 28, Paragraph one, Clause 1 of the Law, the validity of the registration number of a taxable person of another Member State in the Register of Value Added Tax Taxable Persons may be verified in the State Revenue Service, on its Internet homepage or on the Internet homepage of the European Union.

240. In applying Section 28, Paragraph one, Clause 2 of the Law, if the transportation of goods is ensured by the consignee of goods, any document that confirms the fact of goods transfer to the carrier may be considered to be a goods transportation document.

241. In applying Section 28, Paragraph one, Clause 2 of the Law, if the transportation of goods is ensured by the consignor of goods, using his or her transport, any document that confirms the commencement of goods transportation may be considered to be a goods transportation document.

242. In applying Section 28, Paragraph one, Clause 1 of the Law, a 0% tax rate shall also be applicable to the supply of electricity and natural gas to a taxable person of another Member State. In such case goods transportation documents shall not be required.

243. In applying Section 28, Paragraph four of the Law, a 0% tax rate shall also be applied to the part of the goods transportation service performed inland if the referred to service constitutes a part of the total goods transport service in the territory of the European Union.

244. The provisions of Section 28, Paragraph six of the Law shall not be applicable to the supplied services referred to in Section 4, Paragraph seven, Clause 12 of the Law.

245. In applying Section 29, Paragraph two of the Law, the value of the acquisition of goods shall not include the registration tax of passenger cars and motorcycles.

246. The requirements of Section 31, Paragraph two of the Law shall not be applicable to the received services referred to in Section 4, Paragraph seven, Clause 12 of the Law.

247. Cabinet Regulation No. 374 of 14 August 2001, Procedures for the Application of Provisions of the Law On Value Added Tax (Latvijas Vēstnesis, 2001, No. 125) is repealed.

248. 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/EEC 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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Annex

Cabinet Regulation No. 427

22 April 2004

PVN – V

State Revenue Service

Notice on Value Added Tax Payment

	
	Name of the legal person or
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	given name, surname of the natural person
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


	
	Legal address or
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	declared place of residence of the natural person
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


	
	Taxpayer registration number or
	
	
	
	
	
	
	
	
	
	
	

	
	personal identification number of the natural person
	
	
	
	
	
	
	–
	
	
	
	
	


	
	Telephone
	
	
	
	
	
	
	


	
	Value of the received service or acquired new means of transport (in lats)
	Amount of tax paid (in lats)
	Date of tax payment
	Specify the appropriate Clause of Section 4, Paragraph seven of the Law On Value Added Tax (in respect of which service received tax has been paid)

	For service received
	
	
	
	

	For the acquired new means of transport
	
	
	
	


______________________________________________________ _____________________
(signature and full name of the legal or natural person) 

(date)

	Responsible SRS official _________________________________






(signature and full name) 


(date)


Minister for Finance 







O. Spurdziņš

Translation © 2004 Tulkošanas un terminoloģijas centrs (Translation and Terminology Centre)
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