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Issued pursuant to

Section 3, Paragraph three, Clause 12, Sub-clause (a),

Section 4, Paragraph one, Clause 4 and 5,

Section 9, Paragraph one, Clauses 16 and 17,

Section 10, Paragraph one, Clause 4,

Section 11, Paragraph three, Clause 15,

Section 17, Paragraph eleven, Clause 2 and 

Section 38, Paragraph two and Section 39

of the Law On Personal Income Tax

1. These Regulations prescribe the procedures for the application of certain norms of the Law On Personal Income Tax (hereinafter – the Law) in respect of the terms used in the Law and different aspects of the procedures for the specification of taxable income including:

1.1. the moment of recognition of income and expenses;

1.2. the procedures for the payment of tax, if a person is employed by a foreign taxpayer or a person’s work is paid for from funds of foreign financial assistance;

1.3. eligible expenses and norms of recipients of author’s fees

1.4. compensation norms;

1.5. norms for provision in kind; and 

1.6. expenses related to the economic activities of a natural person regarding which, in determining taxable income, it is allowed to reduce taxable income.

2. In applying Section 3, Paragraph three of the Law, the taxable income for a natural person – non-resident – in Latvia for the taxation period (calendar year) shall consist of the aggregate of monies, natural values and the services received in Latvia.

3. In applying Section 3, Paragraph three, if a natural person – non-resident – receives an income in the Republic of Latvia only in the form of natural values or services, and it is not possible to deduct the personal income tax (hereinafter –tax) at the moment of the disbursement of such income, then the value of the total income received shall consist of the equivalent of the income in monetary terms and the amount which corresponds to the amount of tax from the value of the total income.

4. In accordance with Section 3, Paragraph three of the Law in determining, whether a natural person – non-resident – should pay a tax for income obtained in Latvia, bilateral international agreements in effect regarding double taxation and the prevention of tax evasion (hereinafter – tax conventions) shall be observed.

5. In applying Section 3, Paragraph three, Clause 1 of the Law compensation amounts received by a non-resident, which a non-resident obtains from an employer – non-resident, if they are connected with official travel and working trips to Latvia, shall not be taxed.

6. In accordance with Section 3, Paragraph three, Clause 1, in determining the taxable income of a natural person – non-resident - from paid employment, the amounts, which an employer disburses in relation to official travel and working trips, if they do not exceed the norms specified in the regulatory enactments which prescribe the procedures by which the expenses that are related to official travel and working trips of employees are to be reimbursed, shall not be included in the taxable income. If the amounts disbursed in relation to official travel and working trips exceed the provisions specified in the regulatory enactments that determine the procedures by which expenses in relation to official travel and working trips of employees are to be reimbursed, the excess amount shall be taxed.

7. In applying Section 3, Paragraph three, Clause 6 of the Law, the income, which is received by the participants of a commercial company or co-operative company in the case of a liquidation or reorganisation, shall be determined as the difference between the amount received in the case of the liquidation or reorganisation of this commercial company or co-operative company and the value of the person’s investment in this commercial company or co-operative company.

8. In applying Section 3, Paragraph three, Clause 71 of the Law, a natural person – non-resident, who alienates an immovable property located in the Republic of Latvia shall pay a tax on the income from the alienation of the referred to immovable property by submitting an annual declaration of income (hereinafter – declaration) in accordance with summary procedures. The taxable income from the sale of an immovable property shall be determined as the difference between the sales price and the acquisition value (establishment value)  thereof.

9. In applying Section 3, Paragraph three, Clause 71 of the Law, the acquisition value of an immovable property shall be determined as the acquisition cost of the relevant immovable property to which the expenditures connected with the acquisition thereof have been added – the State fees for the documentation of the transaction and the registration of the rights of ownership in the Land Register, commissions and other appropriate expenses not connected with the management of the property.

10. In applying Section 3, Paragraph three, Clause 71 of the Law, the day of entering into a contract shall be considered the day of acquisition (alienation) of an immovable property (regardless under what terms the purchaser makes payments for the purchase), unless it is specified otherwise in these Regulations.

11. In applying Section 3, Paragraph three, Clause 71 of the Law, in alienating an immovable property recovered through the renewing of the rights of ownership to a nationalised immovable property, the selling price shall be considered to be the acquisition value of the referred to property.

12. In applying Section 3, Paragraph three, Clause 71 of the Law, in alienating an immovable property received as an inheritance (except for the case referred to in Paragraph 13 of these Regulations) or as a gift, the acquisition value thereof shall be respectively considered to be the specific property value contained in the entirety of the property of an estate or the specific property value indicated in the donation contract. The day when the judgement of a court regarding an inheritance matter or a donation contract enters into effect shall be considered the day of acquisition of the immovable property.

13. In applying Section 3, Paragraph three, Clause 71 of the Law, in alienating an immovable property inherited from a person who has recovered the respective immovable property through the renewal of the rights of ownership to a nationalised immovable property, the selling price of the referred to property shall be considered to be the acquisition value.

14. In applying Section 3, Paragraph three, Clause 71 of the Law, if a non-resident invests an immovable property in the equity capital of a capital company, the difference between the nominal value of the relevant capital shares or stock and the acquisition value of the immovable property shall be considered as the alienation value of the immovable property, but it shall be included in the taxable income of a taxation year, when the relevant shares are or stock is alienated.

15. In applying Section 3, Paragraph three, Clause 71 of the Law, the acquisition value of an immovable property shall be increased by the expenses, which are documentarily provable and related to the  improvement and renewal of the immovable property.

16. Section 3, Paragraph three, Clause 8 of the Law is applied if a non-resident obtains income from the utilisation of such movable property which is located in the State or has been brought into the State by crossing the border of the Republic of Latvia and which has been leased to residents or to the permanent representative offices of non-residents (foreign merchants) for the carrying out of their economic activities both in the territory of the Republic of Latvia and in foreign states.

17. In applying Section 3, Paragraph three, Clause 12 of the Law, the objects and subjects of copyright and neighbouring rights shall be determined in accordance with the Copyright Law, as well as the rules of the tax conventions which are in force shall be observed.

18. In applying Section 3, Paragraph three, Clause 12 of the Law, any payment received as compensation for any copyright (including neighbouring rights), or for the right to use a copyright (including neighbouring rights) to a literary, scientific or artistic work (including computer programs, films, videos or phonograms, any patent, trade mark, design or model, plan, secret formula or process) or for the right to use manufacturing, commercial or scientific equipment or for the use thereof, or for information in respect of industrial, commercial or scientific activity and experience shall be considered to be a payment for income from intellectual property. 

19. A natural person, in accordance with Section 4, Paragraph one, Clauses 4 and 5 of the Law, shall himself or herself calculate the payroll tax from the income of his or her paid employment and shall pay such into the budget if the payroll tax regarding his or her income is not paid by the employer and if he or she:

19.1. is in an employment relationship with an employer which is a foreign undertaking (non-resident) and which does not have a representative office or permanent representative office in Latvia;

19.2. is in an employment relationship with a foreign diplomatic or consular representative office in Latvia (applies to the local staff of such representative offices);

19.3. receives remuneration on the basis of a contract of employment for execution of such work, which is financed from the funds of foreign technical assistance or loans from international financial institutions; 

19.4. is in an employment relationship with an employer – a natural person who is a foreign taxpayer; and

19.5. is a national expert who works in another state within the framework of the international project financed by the participation of the European Union and the payer of income is a non-resident. 

20. In applying Section 4, Paragraph one, Clause 4 and 5 of the Law, if an employer – non-resident – has a representative office or permanent representative office in Latvia, the payroll tax shall be calculated and paid into the budget by the employer (the representative office or permanent representative office thereof) in accordance with general procedures.

21. The natural persons –residents - referred to in Paragraph 19 of these Regulations shall register with the territorial office of the State Revenue Service according to their place of residence by the end of the month following the month when the natural person has entered into an employment relationship with the employer referred to in Section 4, Paragraph one, Clauses 4 and 5 of the Law, and the payroll tax regarding the salary received for a calendar month shall be paid within the time period specified in Section 17, Paragraph 91 of the Law In registering as a payer of payroll tax, a natural person shall present the employment contract entered into with the employer. If a natural person – resident – registered with the territorial office of the State Revenue Service in the month which follows the month in which he or she has entered into an employment relationship with the referred to employer, then in performing payment of payroll tax for the first time, the natural person shall pay the tax for the month in which he or she entered into the employment relationship, and for the month following thereupon.
22. Natural persons – non-residents – referred to in Paragraph 19 of these Regulations shall register with the territorial office of the State Revenue Service in accordance with their place of residence or, if there is not any, - by their choice up to the end of that month which follows the month, in which a person arrived in the Republic of Latvia to carry out paid employment for a foreign employer. If a natural person – non-resident – registered with the territorial office of the State Revenue Service in the month which follows the month in which he or she arrived in the Republic of Latvia to carry out paid employment for a foreign employer, then in performing payment of the payroll tax for the first time, the natural person – non-resident - shall pay the tax for the month in which he or she entered into the employment relationship, and for the month following thereupon.

23. The natural persons – residents – referred to in Paragraph 19 of these Regulations, in calculating payroll tax, shall calculate the taxable income for a calendar month as the difference between the income of paid employment in accordance with the regulatory enactments regarding the income for which the payroll tax must be paid, and the amount of the non-taxable minimum for the month, tax incentives and mandatory payments of State social insurance calculated for the relevant month.

24. Paragraphs 19, 20, 21 and 23 of these Regulations do not apply to such natural persons – permanent residents of the Republic of Latvia – whose employer is a foreign taxpayer if the referred to persons are working for an employer outside of Latvia. These persons shall hand in a declaration of annual income within the time period and in accordance with the procedures prescribed by the Law regarding income obtained during the period of a taxation year on the basis of an employment relationship with a foreign employer.

25. The income referred to in Section 8, Paragraph three, Clause 4 of the Law, which is received by the participants of a commercial company, co-operative company, organisation, association and establishment in the case of a liquidation or reorganisation, shall be determined as the difference between the amount received in the case of the liquidation or reorganisation of the commercial company, co-operative company, organisation, association and establishment and the value of the person’s investment made in this commercial company, co-operative company, organisation, association and establishment.

26. In applying Section 8, Paragraph three, Clause 8 of the Law, any payment which a natural person receives as compensation for any copyright (including neighbouring rights), or for the right to exercise a copyright (including neighbouring rights) to a literary, scientific or artistic work (including computer programs, films, videos or phonograms, any patent, trade mark, design or model, plan, secret formula or process) or for the right to use manufacturing, commercial or scientific equipment or for the use thereof, or for information in respect of industrial, commercial or scientific activity and experience shall be considered as income from intellectual property and the rights to intellectual property.

27. In applying Section 8, Paragraph three, Clause 11 of the Law, if a taxpayer – a natural person – receives a repayment of a debt from a borrower (the same amount of money or things, which were received by the borrower), the repayment of this debt shall not be considered as a taxable income regardless of whether the repayment is made directly or via a third party.

28. In applying Section 8, Paragraph three, Clause 11 of the Law, in the case of the cession of the right to claim the taxable income of a natural person – assignee – shall be created from the difference of the amount of income obtained as a result of cession and the amount paid to the transferor. 

29. In applying Section 8, Paragraph three, Clause 11 of the Law, if a natural person has the right to claim against another natural person, however, this other natural person, in order to cover the claim, cedes the right to claim to the first natural person against some third party, which, in its turn, is in debt to the second natural person, then in such case the taxable income of the assignee shall be created from the difference between the income obtained as a result of cession and the claim (which the assignee has against the transferor).

30. Section 8, Paragraph five of the Law is to be applied to payments of insurance premiums made by an employer from his or her own resources on behalf of an employee in accordance with the Law On Insurance Contracts and in accordance with the life, health and accident insurance contract entered into with an insurance company which has been established and is operating in accordance with the Law On Insurance Companies and the Supervision thereof, or an insurance company registered in another member state of the European Union or the European Economic Area State, as well as to payments into a private pension fund which has been established and is operating in accordance with the Law On Private Pension Funds or the analogous law of another member state of the European Union or the law of a European Economic Area State.

31. In applying Section 8, Paragraph five of the Law, payments into a private pension fund and the amounts of insurance premium payments made by an employer on behalf of an employee are a part of the employee’s income, acquired on the basis of the employment relationship and for which payroll tax payments are to be made. The referred to payments shall be included in the work income of the employee. In determining the taxable income of the employee, the referred to payments shall be deducted from the work income of the employee, taking into account the limitations specified in Section 8, Paragraph five of the Law.
32. In applying Section 8, Paragraph five of the Law, if the total amount of insurance premium payments made by an employer in accordance with a life (without the accumulation of funds), health and accident insurance contract on behalf of an employee in a tax year exceeds 10% of the gross remuneration for work of the natural person – employee – during the tax year, the employer shall include the excess of the total amount of the referred to payments, also taking into account the limitation in the amount of LVL 180 specified by the Law, in the taxable income of the employee for the last month of the tax year and shall calculate and deduct therefrom payroll tax in accordance with the procedures specified by the Law (examples for application of Section 8, Paragraph five of the Law – in Annex 1 to these Regulations (Example 1)).

33. In applying Section 8, Paragraph five of the Law, if the total amount of life (without the accumulation of funds), health and accident insurance premium payments made by the employer does not exceed 10% of the gross remuneration for work of the employee, but is more than LVL 180 per year, the amount in excess of LVL 180 is to be included in the taxable income of the employee.  In calculating the taxable income, the employer shall observe the conditions of Paragraph 32 of these Regulations.

34. In applying Section 8, Paragraph five of the Law, if in accordance with an insurance contract (with the accumulation of funds) entered into by an employer or a contract regarding payments into a private pension fund, the insurance premium payments or payments into the private pension fund on behalf of an employee are made once or several times per year, dividing an annual payment into parts, the ratio of insurance premium payments and payments into the private pension funds against the gross remuneration for work of the employee in a tax year is determined in two ways. If the employer has made insurance premium payments or payments into private pension funds for a tax year and post-tax year, during the tax year, in determining the ratio of the payments made against the gross remuneration for work of the employee in the tax year, only the part which applies to the tax year is to be taken into account. If the employer has made payments for a pre-tax year and for a tax year, in determining the ratio of the payments made against the gross remuneration for work of the employee in a tax year, the whole payment shall be taken into account in the tax year. If the amount of payments exceeds 10% cent from the gross remuneration for work of the employee in a tax year, the excess amount shall be included in the taxable income of the employee in the last month of the tax year and the tax shall be deducted therefrom (examples for application of Section 8, Paragraph five of the Law – in Annex 1 to these Regulations (Example 2 and 3)).
35. In applying Section 8, Paragraph five of the Law, the insurance premium payments made by the employer on behalf of the employee, if the employment agreement between the employer and employee is being discontinued, but the insurance agreement is being renewed with respect to the employee’s new employer or to another employee of the same employer or if the relevant employee takes it over himself or herself, as of the day of the discontinuation of the contract, the ratio of the payments made for the employee against the total amount of gross remuneration for the work of the employee in the year of the discontinuation of the employment agreement shall be determined. If the amount of insurance premium payments exceeds the determined 10% restriction, the excess amount shall be taxed with personal income tax.  If insurance premium payments on behalf of the employee have been made in accordance with a life insurance (without the accumulation of funds), health or accident insurance contract and the total amount of the insurance premium payments has exceeded the specified annual LVL 180 restriction, the excess amount shall be taxed with personal income tax.
36. In applying Section 8, Paragraph five of the Law, the ratio of those insurance premium payments made by the employer, which the employer has made for the employee in accordance with an insurance contract entered into by the employer before the taking up of the employment relationship by the employee, shall not exceed 10% of the gross remuneration for the work of the employee during that period of time in which he or she has become an insurable person. With regard to the life insurance (without the accumulation of funds), health or accident insurance contract entered into by the employer care shall be taken that the insurance premium limit specified in the amount of LVL 180 is applied in proportion to the period of time for which the life insurance (without the accumulation of funds), health or accident insurance contract has been renewed (examples for application of Section 8, Paragraph five of the Law – in Annex 1 to these Regulations (Example 4)).

37. In applying Section 8, Paragraph five of the Law, if the list of insured persons attached to the life (without the accumulation of funds), health or accident insurance contract entered by the employer on behalf of employees is supplemented with a new employee, the conditions referred to in Paragraph 34 of these Regulations shall be applied. 

38. In applying Section 8, Paragraph five of the Law, if the life insurance contract (with the accumulation of funds) entered into by the employer provides accident insurance as an additional type of insurance, in determining the non-taxable amount of income of an employee, the total amount of the insurance premium paid shall be taken into account, which may not exceed 10% of the gross remuneration for the work of the employee during the taxation year.

39. The non-taxable amount of income of a natural person from agricultural production from a personal sub-farm, household plot, farm or fishing enterprise and provision of rural tourism services specified in Section 9, Paragraph one, Clause 1 of the Law – LVL 3 000 per year – is applied to the relevant natural person’s total annual income from agricultural production and provision of rural tourism services, regardless of the number of farms in the possession of the referred to person. The referred to provision also applies to individual merchants.

40. In applying Section 9, Paragraph one, Clause 2 of the Law, other laws shall be understood to mean those laws which give the right to domestic undertakings – residents – to enterprise income tax allowances or relief, but which do not determine the general principles of enterprise income tax taxation, calculation and payment (Law on Application of Taxes in Free Ports and Special Economic Zones).  

41. In applying Section 9, Paragraph one, Clause 2 of the Law, dividends received from the commercial company which utilises the right to reduce the amount of enterprise income tax in accordance with the Law On Application of Taxes in Free Ports and Special Economic Zones, shall be taxed with a tax in proportion to that part of profit which, in applying the enterprise income tax allowances or relief specified by the referred to law, has not been taxed with enterprise income tax.

42. Section 9, Paragraph one, Clause 4 of the Law applies also to insurance compensations paid by foreign insurance companies.

43. Section 9, Paragraph one, Clause 4 of the Law shall not apply to insurance compensations, which are disbursed in cases when the insurance premium has been included in the expenditure of the economic activity.

44. In applying Section 9, Paragraph one, Clause 7 of the Law, the benefits that are specified in regulatory enactments and the disbursement of which is provided for by budget appropriation shall not be taxed.

45. In applying Section 9, Paragraph one, Clause 7 of the Law, if the basis for the granting of a benefit is such that a person is in an employment or service relationship with an institution or authority financed from the budget, the exemption shall not be applied for the benefits paid by the relevant institution or authority because it shall not be construed that they are benefits to be paid from the budget.

46.  In applying Section 9, Paragraph one, Clause 16 of the Law a tax shall not be imposed also upon the part of tuition fees covered for a civil servant in accordance with the State Civil Service Law or for an official or employee of the Office of the State Auditor in accordance with the State Audit Law, or for an official or employee of the Bureau for the Prevention and Combating of Corruption in accordance with the Bureau for the Prevention and Combating of Corruption Law or for a soldier of a professional service in accordance with the Military Service Law and the benefit paid out to the family of the civil servant, the State Auditor, member of the Advisory Board of the Office of the State Auditor, member of the collegium of an audit department of the Office of the State Auditor, the auditor of the Office of State Auditor, the official or employee of the Bureau for the Prevention and Combating of Corruption, if he or she has died when performing the duties of the position.

47. Section 9, Paragraph one, Clause 16 of the Law applies also to compensation paid out for employees with special ranks of service in the institutional system of the Ministry of the Interior and to compensation for tuition fees paid out by the support foundation for continuing education for the pedagogical staff of educational institutions.

48. In applying Section 9, Paragraph one, Clause 16 of the Law, a tax shall not be imposed upon compensation for the expenses of an official trip paid out by an employer to natural persons who are sent on an official travel or working trip for the fulfilment of work duties in accordance with the provisions specified in the regulatory enactments which determine procedures by which expenses that are related to official travel and working trips of employees shall be reimbursed.

49. Payments of compensation within the meaning of Section 9, Paragraph one, Clause 16 of the Law shall also be the amounts paid to natural persons (regardless whether the natural person is in an employment relationship with the authority which sends him or her on official travel), in order to compensate the expenses of an official travel if this official travel is connected with the achievement of such goals and performance of such tasks as provided for in the articles of association (by-laws) of the relevant authority. If a daily allowance paid during an official travel exceeds the norms provided for in the regulatory enactments which determine the procedures by which expenses that are related to official travel and working trips of employees shall be reimbursed, the tax shall be imposed for that part of the daily allowance which exceeds the specified norm.

50. Disbursements of compensation within the meaning of Section 9, Paragraph one, Clause 16 of the Law are also the amounts which have been disbursed to full-time students of institutions of higher education of the Republic of Latvia in order to compensate the expenses for a study visit in accordance with provisions specified in the regulatory enactments which determine the procedures by which expenses that are related to official travel and working trips of employees shall be reimbursed.

51. In applying Section 9, Paragraph one, Clause 16 of the Law, institutions which have covered tuition fees (have disbursed a compensation for a tuition fee) in the tax year in the amount specified in the Civil Service Law, the State Audit Law, the Bureau for the Prevention and Combating of Corruption Law or the Military Service Law, as well as the Ministry of Education and Science regarding compensation for tuition fees disbursed by the support foundation for the continuing education of pedagogical staff at educational institutions by 1 February of the year following the tax year, shall provide the information to the State Revenue Service regarding natural persons to whom a compensation has been disbursed, indicating the given name, surname, personal identity number of the person, the amount disbursed to him or her and the date of disbursement, as well as the calendar year for which the compensation was disbursed.

52. The provision in kind provided for in Section 9, Paragraph one, Clause 17 of the Law is the ensured serving of food by the employers – ship owners - to those fishermen and members of the crew of a merchant ship where, in performing the duties of employment, they shall be on board at least 48 hours without interruption. The serving of food to the members of the crew shall not be replaced by compensation in cash. The daily norm of a food serving for one member of the crew shall be the following:
52.1. in the amount of LVL 5, while the ship is at a port in Latvia; and

52.2. an amount equivalent to EUR 7, if the ship is on a voyage or at a foreign port.

53. In applying Section 9, Paragraph one, Clause 19 of the Law, a natural person, in order to certify that the sale of his or her personal property to a merchant, co-operative company, institution, organisation, association, foundation or permanent representative office of non-residents is not connected with the economic activity thereof, shall submit the relevant statement (Annex 2) to the person to whom the relevant property is sold.

54. In applying Section 9, Paragraph one, Clause 19 of the Law, income from the sale of personal property shall be separated from income from economic activity – income from the sale of products (property) manufactured or purchased for selling, evaluating the economic essence of the transactions and the regularity and amount of transactions performed.

55. In applying Section 9, Paragraph one, Clause 19 of the Law, a natural person who sells an immovable property which has been in the possession of the person for less than 12 months shall pay a tax from the income from the sale of the immovable property in summary procedure, submitting a declaration of annual income. Taxable income from the sale of an immovable property shall be determined as the difference between the sales price and the acquisition value thereof.

56. In applying Section 9, Paragraph one, Clause 19 of the Law, if a natural person sells an immovable property which has been in the possession of the person for more than 12 months, the income from the sale of the immovable property shall be exempted from the imposition of personal income tax. However, if the immovable property has been used for economic activities, the amount, which is determined in accordance with Paragraph 57 of these Regulations, shall be subject to tax.  
57. In applying Section 9, Paragraph one, Clause 19 of the Law, if the referred to immovable property has been used for economic activity, the taxable income of a natural person shall be increased by the written-off depreciation during all the previous taxation periods in which the immovable property has been utilised in economic activity (example for application of Section 9, Paragraph one, Clause 19 – in Annex 3 to these Regulations).

58. The provisions referred to in Paragraph 56 and 57 of these Regulations shall not be applied, if the trade, management and construction of immovable property are the economic activity of the taxpayer.

59. In applying Section 9, Paragraph one, Clause 19 of the Law, the acquisition value of an immovable property shall be determined as the value of the establishment or acquisition cost of the relevant immovable property to which the expenses related to the purchase thereof have been added – the State fees for documentation of the transaction and the registration of the rights of ownership in the Land Register, commissions and other appropriate expenses not connected with the management of the property.  The acquisition value of a part of an immovable property shall be determined in proportion to the area of such part to the entire area of the relevant immovable property.

60. In applying Section 9, Paragraph one, Clause 19 of the Law, the acquisition value of an immovable property shall be increased by the expenses, which are documentarily provable and related to the improvement and renewal of the immovable property.

61. In applying Section 9, Paragraph one, Clause 19 of the Law, the day of entering into a contract (regardless in what time periods the purchaser makes payments for the purchase) shall be considered to be the day of acquisition (sale) of an immovable property, unless it is provided for otherwise in these Regulations. If the aggregation of objects of immovable property is formed by land, buildings and structures and the days of acquisition (obtaining) of these objects differ, the period of time, during which the immovable property has been in the ownership of a person, and taxable income shall be determined for each object of the immovable property separately.

62. In applying Section 9, Paragraph one, Clause 19 of the Law, in selling an immovable property obtained by renewing the rights of ownership to a nationalised immovable property, the sales price shall be considered to be the acquisition value of the referred to property.

63. In applying Section 9, Paragraph one, Clause 19 of the Law, in selling an immovable property received as an inheritance (except for the case referred to in Paragraph 64 of these Regulations) or as a gift, the acquisition value thereof shall be considered respectively to be the specific property value contained in the entirety of the property of an estate or the value of the specific property specified in the donation contract. The day when the judgement of a court regarding an inheritance matter or a donation contract enters into effect shall be considered the day of acquisition of the immovable property.

64. In applying Section 9, Paragraph one, Clause 19 of the Law, in selling immovable property, which has been inherited from a person who has recovered the respective immovable property through the renewal of the rights of ownership to a nationalised immovable property, or which has been obtained by exchanging the immovable property in a forced way, to which the rights of ownership have been recovered, for another immovable property, the selling price shall be considered as the acquisition value of the referred to property. 

65. In applying Section 9, Paragraph one, Clause 19 of the Law, in selling a privatised apartment, artist’s workshop or non-residential premises, the acquisition value thereof shall be the nominal value of the privatisation certificates used for the redemption of the privatisation object if the certificates used for the privatisation have been granted to a natural person or family members thereof in accordance with the procedures set out in the Law On Privatisation Certificates.  If the payments for a privatised apartment, artist’s workshop or non-residential premises have been made by privatisation certificates and cash, the acquisition value of the privatised objects shall be the sum total of the nominal value of the privatisation certificates used for the privatisation and the part paid in cash. If a natural person has utilised privatisation certificates purchased from other persons for a privatisation, then, in determining the acquisition value of the privatised apartment, artist’s workshop or non-residential premises, it shall include the acquisition value of the privatisation certificates purchased from other persons or the value of the privatisation certificates according to the average market price on the day when the sale transaction of the certificates occurred.
66. In applying Section 9, Paragraph one, Clause 19 of the Law, in selling a privatised apartment or artist’s workshop, the day of purchase thereof shall be considered to be the day when the rental agreement regarding the renting of the apartment or artist’s workshop entered into by the natural person comes into effect (even when the rental agreement has been entered into under the name of a family member of the natural person), or – in accordance with regulations in effect regarding the registration and deregistration of inhabitants – the day from which the natural person has been registered (has declared his or her place of residence) in this apartment until privatisation.

67. In applying Section 9, Paragraph one, Clause 19 of the Law, if the payer invests immovable property in the fixed capital of a capital company and alienates the relevant shares or stock within less than 12 months from the day of the acquisition of the immovable property, the difference between the nominal value of the appropriate capital shares or stock and the acquisition value of the immovable property shall be considered as the sales value of the immovable property, but it shall be included in such taxable income of that taxation year within which the relevant shares are or stock is alienated.

68. In applying Section 9, Paragraph one, Clause 19 of the Law, in order to specify the taxable income from the alienation of employee stock, which in accordance with Section 9, Paragraph one, Clause 19 of the Law is not exempt from taxation, the difference is calculated between the amount disbursed to an employee or his or her heir at the moment of the alienation of the employee stock, and the expenditures of the employee in purchasing this stock.  If the employee stock possessed by a natural person in accordance with the provisions of the Commercial Law is being converted into shares of common stock, the value of the shares of common stock on the day when the decision was taken regarding the conversion thereof shall be considered to be the income obtained as a result of the alienation of the employee stock and the day of the taking of this decision – as the day of acquisition of the shares of common stock.

69. In applying Section 9, Paragraph one, Clause 21 of the Law, only that part of the compensation shall not be taxable, which applies to goods purchased for personal consumption by the taxpayer.

70. In applying Section 9, Paragraph one, Clause 24 of the Law, income from investment of payments into private pension funds is considered as excess of the supplementary pension capital over the investments made.

71. State social insurance payments in accordance with the Law of the Republic of Latvia On State Social Insurance or analogous payments specified in regulatory enactments of other member states of the European Union are deemed to be the eligible expenses of a natural person in accordance with Section 10, Paragraph one, Clause 1 of the Law.

72. In applying Section 10, Paragraph one, Clause 2 of the Law, persons for whom a natural person has the right to receive personal income tax relief in accordance with Section 13 of the Law, as well as parents, grandparents, the spouse, children and grandchildren, regardless whether they are living under the support of the payer, are considered to be his or her family members. The right of a natural person to a deduction of eligible expenses from taxable income shall not be dependent on whether the natural person has utilised the personal income tax relief during the calendar year regarding the persons referred to in Section 13 of the Law.

73. A taxpayer has the right to deduct from the amount of author’s fees (royalty) the expenditures of the author of scientific, literary and artistic works, discoveries, inventions and industrial models related to the creation, publication, performance or other utilisation of such works as provided for in Section 10, Paragraph one, Clause 4 of the Law of in the following amount:

73.1. in the amount of 40% from the amount of the author's fee (royalty):

73.1.1. for the creation and publication of musical works (operas, ballets, operettas, music for other stage works, chamber works, symphonic, vocally symphonic and choir works, works for a brass band); and

73.1.2. for the creation of sculptures, monumental decorative paintings, decorative and design art, easel painting, theatrical set-design art and various graphic art techniques;

73.2. in the amount of 30% from the amount of the author's fee (royalty):

73.2.1. for the creation of artistic graphics and photographs for printing and exhibitions, as well as for the creation of computer graphics and video works; and

73.2.2. for discoveries, inventions and the creation of industrial models (from the royalty for the utilisation thereof during the first 2 years);

73.3. in the amount of 25% from the amount of the author’s fee (royalty) – for other musical works;

73.4. in the amount of 20% from the amount of the author’s fee (royalty):

73.4.1.  for the creation of architectural designs; 

73.4.2. for the creation of a draft design; and

73.5.  in the amount of 15% from the sum of the author’s fee (royalty) for the creation of other works not mentioned in this Clause.

74. In applying Section 10, Paragraph one, Clause 4 of the Law, the disburser of the income during the tax year, in calculating the tax to be deducted from the amount of the author’s fee (royalty) to be disbursed to a natural person at the moment of disbursement, shall take into account the expenditure related to the acquisition of this income in the amount specified in Paragraph 73 of these Regulations.

75. In applying Section 10, Paragraph one, Clause 4 of the Law, a natural person for whom the tax has been calculated and deducted from the amount of the author’s fee (royalty) disbursed during the tax year in accordance with Paragraph 74 of these Regulations may submit an annual declaration of income if his or her actual expenditures related to the creation, publication, performance or other utilisation of works of science, literature and art, discoveries, inventions and industrial models, which are certified by corroborative documents, exceed the expenditure norms specified in Paragraph 73 of these Regulations. If a person cannot present documents verifying the expenditures, the expenditures shall be taken into account in the calculation of the taxable income for the tax year, in the amount specified in Paragraph 73 of these Regulations.

76. Paragraphs 73, 74 and 75 of these Regulations shall be applied if the work of science, literature or art, discovery, invention or industrial model, regarding which the author’s fee (royalty) has been received, is not created, published, performed or otherwise utilised within the framework of the employment relationship arising from the contract of employment, or an employer has not reimbursed to the recipient of the author’s fee (royalty) any of the payer’s expenses referred to in Section 10, Paragraph one, Clause 4 of this Law.

77. In applying Section 10, Paragraph one, Clause 5 of the Law, an employee’s work remuneration from which the deductible amounts allowed by law have not been deducted (non-taxable-minimum, tax relief, eligible expenses) and retention sums, which in accordance with the laws may be withheld from the work remuneration of a person, as well as the amount of any withheld payroll tax, shall be deemed to be a natural person’s gross work remuneration. Gross work remuneration is the aggregate of all the elements of the work remuneration included in the Labour Law of Latvia: remuneration for work to be disbursed on a regular basis, which includes salary and supplements specified in regulatory enactments, collective labour contract or contract of employment, as well as bonuses and any other type of remuneration in relation to work on the basis of the contract of employment.  Gross remuneration for work shall not include the value of additional benefits granted to a natural person on the basis of the employment relationship.
78. The provisions of Section 10, Paragraph one, Clause 6 of the Law shall be applied to payments of insurance premiums made by a natural person performed in conformity with a life insurance contract (with the accumulation of funds) for an insurance company which is established and operates in accordance with the Law On Insurance Companies and the Supervision thereof or an insurance company registered in another member state of the European Union or European Economic Area State.

79. Section 10, Paragraph one, Clause 6 of the Law applies to such life insurance contracts (with the accumulation of funds) entered into by a natural person in which it is intended to disburse the compensation for an insurable event to the insurer himself or herself (or beneficiary) and to disburse any other amount related to the operation of the contract or the termination thereof to the insurance policy holder himself or herself.

80. In applying Section 10, Paragraph one, Clause 6 of the Law, a natural person has the right to include among eligible expenses payments of life insurance premiums in accordance with such life insurance contract (with the accumulation of funds) which has been entered into by the employer on behalf of the natural person – employee – for a period of time not shorter than 5 years, and which has been renewed by the natural person.

81. In applying Section 10, Paragraph two of the Law, prior to imposing payroll tax on the income of an employee, the employer has the right to deduct from the amount of the monthly income also those payments of life insurance premiums (with the accumulation of funds) and payments into private pension funds made by the employee himself or herself, which are paid on the basis of a collective or individual contract and which:

81.1. together with payments made by the employer on behalf of the employee shall not exceed the limit in the amount of 10% from the monthly gross work remuneration of the employee as specified in Section 8, Paragraph five of the Law; and 

81.2. have been made by the employer on the basis of the submission of the employee, withholding them from the work income of the employee. 

82. In applying Section 10, Paragraph two of the Law, if the life insurance contract (with the accumulation of funds) entered into provides accident insurance as an additional type of insurance, a taxpayer may reduce the amount of taxable income by the amount of all insurance premiums paid, but not by more than 10% of the amount of taxable income obtained by a person. 

83. In applying Section 10, Paragraph four of the Law, there is the right to apply all eligible expenses referred to in Section 10, Paragraph one of the Law for a non-resident, who is a resident of another member state of the European Union and who has obtained more than 75% from his or her own income in Latvia in a taxation year, in determining the taxable income of a taxation year. 

84. In determining the taxable income from an economic activity in accordance with Section 11, Paragraph one of the Law, a natural person shall exclude the following expenditures from the inventory journal of the income and expenditures of the economic activity for the expenditures listed during the tax year (hereinafter – journal) in order to determine the taxable income for the tax year:

84.1. the acquisition value of intangible investments and fixed assets or establishment cost price used in the economic activity, including expenditures which are related to the establishment of the fixed assets and which have been made by the time of the commencement of the exploitation of the fixed assets; and

84.2. the expenditures that do not pertain to the income for this tax year (including the residual value of inventories at the end of the tax year). 

85. In applying Section 11, Paragraph one of the Law, expenditures for a tax year listed in the journal for the determination of the taxable income for a tax year shall be supplemented with the following expenditures:

85.1. with the depreciation amounts for fixed assets to be utilised in the economic activity in accordance with Section 13 of the Law On Enterprise Income Tax; and

85.2. with the expenditures related to the income for the tax year, but which have been made and listed during previous tax years (including the residual value of inventories at the beginning of the tax year).

86. In applying Section 11, Paragraph 12 of the Law, the activity of a sworn bailiff shall also be considered to be a professional activity. 

87. Income from the alienation of such fixed asset, which has not been used in economic activity, shall not be listed as income obtained from economic activity in accordance with Section 11, Paragraph two of the Law. 

88. In determining the taxable income obtained from economic activity, natural persons for whom the rights of ownership to buildings or structures have been renewed in accordance with the prescribed procedures, as well as their heirs and legal persons who have acquired ownership rights to buildings and structures as a gift from persons for whom the rights of ownership to buildings or structures have been renewed in accordance with the prescribed procedures, shall calculate the depreciation of the fixed assets for buildings and structures referred to in Section 11, Paragraph three, Clause 4 of the Law, based on the inventory value of the buildings and structures determined by the State Land Service, which has been updated after 1 January 1997. 

89. If the inventory value of the buildings and structures referred to in Paragraph 88 of these Regulations, the ownership rights to which had been renewed until the year 2000, has been determined several times, the depreciation thereof shall be calculated from the last value that was updated not later than in the year 2000.  If the buildings and structures the ownership rights to which had been renewed by the year 2000 had not been utilised in the economic activity up to 2000, the depreciation of these buildings and structures shall be calculated from the inventory value, which is determined for the year when the utilisation of the building or structure in economic activity was commenced.

90. If the inventory value of the buildings and structures referred to in Paragraphs 88 and 89 of these Regulations had not been updated from the year 1997 until 2000, the last inventory value determined by the year 1997 shall be used for the calculation of depreciation. If such has not been determined, the value specified in the deed of delivery and acceptance shall be used. The referred to condition does not apply to the buildings and structures the utilisation of which in economic activity has been commenced after 1 January 2001. 
91. The inventory value for the buildings and structures referred to in Paragraph 88 of these Regulations for the purposes of calculating the depreciation during the year 2001 and thereafter, shall not be updated (re-calculated).

92. In applying Section 11, Paragraph three, Clause 4 of the Law, in determining the residual value of the buildings and structures from which depreciation during a tax year shall be calculated, the inventory value for the buildings and structures updated not later than in the year 2000 shall be taken as the basis, and it shall be reduced by the amount of depreciation calculated for these buildings and structures by 1 January 2000 for the purposes of calculating the tax. 

93. In applying Section 11, Paragraph three, Clause 4 of the Law, if a fixed asset after the acquisition thereof has not been utilised in economic activity during a tax year, the depreciation thereof shall not be included into the expenditures of economic activity for the tax year.

94. In applying Section 11, Paragraph three, Clause 4 of the Law, if the fixed assets possessed by a natural person are being partially utilised in economic activity, the depreciation of the value thereof for tax purposes shall be calculated in proportion to the utilisation of the relevant fixed asset in the economic activity. A natural person may include the depreciation so calculated into the expenditures of economic activity, provided only that the proportion can be determined by objective considerations and shall be substantiated by documentary evidence.

95. In applying Section 11, Paragraph three, Clause 4 of the Law, if a building (or a part thereof) owned by a natural person is partially utilised for economic activity, the depreciation thereof shall be calculated proportionally from the part of the area utilised in the economic activity to the total area of the building (the part thereof).

96. In applying Section 11, Paragraph three, Clause 4 of the Law, the depreciation of the value of a personal road transport vehicle and the running costs shall be included into expenditures in proportion to the kilometres covered for the purposes of economic activity (but not more than 90%).

97. In applying Section 11, Paragraph three, Clause 7 of the Law, a natural person may include into expenditures of economic activity mandatory payments of State social insurance made only for employed persons.

98. In applying Section 11, Paragraph three, Clause 7 of the Law, a natural person who is a payer of personal income tax for income from his or her own individual undertaking (including a farm or a fishery), shall include into expenditures of economic activity any work remuneration and mandatory payments of State social insurance calculated and disbursed to his or her family members employed in such undertaking.

99. In applying Section 11, Paragraph three, Clause 13 of the Law, value added tax paid during a tax year shall be included into the expenditures of economic activity, which, in accordance with the Law On Value Added Tax, is not deducted as an input tax.

100. In accordance with Section 11, Paragraph three, Clause 15 of the Law, a natural person performing economic activity is entitled to include the following expenditures related to the acquisition of income from economic activity if they are related to the economic activity of the referred to person and are necessary for the provision thereof:

100.1. payments for property insurance premiums;

100.2. payments for civil legal insurance premiums and expenses for the State technical inspection of a vehicle utilised for economic activity in proportion to the kilometres covered for the purposes of economic activity during the insurance period or during the period to which the technical inspection applies;

100.3. expenditures for e-mail;

100.4. expenditures for telephone conversations for the purposes of economic activity in accordance with the itemised list of all telephone conversations provided in the statement issued by a telecommunications undertaking and the subscription fee in proportion to the conversations made for the purposes of economic activity;

100.5. compensation to tenants that are disbursed by the landlord for repairs made to living quarters in accordance with an agreement if the expenses for the repairs are not included into the expenditures of the tenant’s economic activity;

100.6. compensation to tenants for vacating living quarters and the termination of a contract in connection with the capital repairs of a residential building or the reconstruction of premises for the performing of economic activity;

100.7. expenditures connected with the commencement of economic activity;

100.8. admission fees and annual membership fees in a professional public organisation which applies to the professional activity of a natural person; and

100.9. other expenditures necessary for the provision of economic activity according to the economic content and significance.

101. In applying Section 11, Paragraph eight of the Law, a natural person who has sold a standing forest and timber of the forest owned by him or her or if he or she has obtained felling rights in the forest owned by another person during a tax year, in calculating the taxable income for a tax year in accordance with summary procedures, shall include the costs connected with the selling of the standing forest and timber into the expenditures of economic activity in the following amounts:

101.1. in the amount of 25% from the sales revenue from the standing forest; and

101.2. in the amount of 50% from the sales revenue from the timber. 

102. In applying Section 11, Paragraph four of the Law, if a natural person uses premises or property for the carrying out of economic activity used also for the purposes of personal consumption, only that part of the expenditures connected with the utilisation of these premises or property which applies to economic activity may be included into the expenditures of economic activity.

103. In applying Sections 12 and 13 of the Law, the employer, in disbursing to a person the income obtained for an incomplete calendar month on the basis of an employment relationship, if the employment relationship has been commenced after the beginning of the month or has been terminated before the end of the month, income for which payroll tax shall be assessed shall be calculated by applying any non-taxable minimum and tax relief to which the person has a right in accordance with the Law to those calendar days during which the employment relationship existed. The non-taxable minimum for an incomplete month of an employment relationship shall be calculated as the multiplication of the non-taxable minimum for one day of the calendar month with the number of days of the existence of the employment relationship. The amount of the non-taxable minimum for one calendar day shall be calculated by dividing the amount of the non-taxable minimum for a month by the number of calendar days in the month. The amount of tax relief shall also be determined for an incomplete month in the same way.
104. In applying Sections 12 and 13 of the Law, an employee does not interrupt his or her employment relationship with the employer during annual or additional leave from work, or leave without retention of work remuneration and during this time the employee shall not lose the right to apply a non-taxable minimum and tax relief to the receivable income on the basis of the employment relationship.

105. In applying Sections 12 and 13 of the Law, for the period of time for which a non-taxable minimum and tax relief have been applied at the place of disbursement thereof – the State Social Insurance Agency – to the income of a natural person (sickness benefit based on a sick-leave certificate “B”) in proportion to the number of days of the time of the loss of the ability to work, the employer shall not apply such in determining taxable income at the workplace.

106. The State Social Insurance Agency, in calculating the tax from a sickness benefit, shall take into account the non-taxable minimum specified in Section 12 of the Law and the tax relief specified in Section 13, Paragraph one of the Law for the period of time for which the sickness benefit shall be calculated. The amount of the non-taxable minimum for one calendar day shall be calculated by dividing the amount of the non-taxable minimum for a month by the number of calendar days in the month. The amount of tax relief shall also be determined for an incomplete month in the same way.
107. The tax relief specified in Section 13, Paragraph one of the Law are applicable from the date on which the right to the tax relief has arisen for a taxpayer and shall be suspended from the next day after which this right is lost.

108. In applying Section 13, Paragraph one of the Law, relief for a dependant may not be specified for a person who is fully supported by the State, i.e., if he or she lives in a home for the elderly, infant home or children home, studies in a specialised educational institution and the provider does not pay for the residence in these institutions.

109. In applying Section 13, Paragraph one, Clause 1 of the Law, an employer, on the basis of entries made in the payroll tax booklet regarding the arising or loss of the right to tax relief, shall perform a re-calculation of taxes for the tax year if the tax relief has not been applied for the entire period from the beginning of the tax year until the end of the tax year for which the person had the right thereto, or it has been applied for a longer period of time than the person had the right thereto, and shall deduct any additionally calculated tax or shall reimburse any overly withheld tax during the subsequent months of the tax year, after the updating of the entries made in the payroll tax booklet regarding the right to tax relief.

110. In accordance with Section 13, Paragraph one, Clause 3 of the Law tax relief (non-taxable minimum) shall be applied to the following pensions:

110.1. for a State old-age pension, disability pension or survivor’s pension granted after 1 January 1996 in accordance with the Law On State Pensions;

110.2. for a pension granted until 1 January 1996, which has been re-calculated after 1 January 1996 in accordance with the Law On State Pensions;

110.3. for a service pension which has been granted after 1 January 1996 in accordance with Clause 12 of the Transitional Provisions of the Law on State Pensions or the Law On Service Pensions of Military Persons or the Law On Service Pensions for Employees of the Ministry of the Interior System with a Special Service Rank or the Law On a Prosecutor’s Pension or the Law On Service Pensions for Officials of Constitution Protection Bureau, the Law On Service Pensions for State and Local Government Professional Orchestra, Choir, Concert Organisation, Theatre and Circus Artists or The Law On Service Pensions for Judges; and 

110.4. for a special State pension that has been granted in accordance with the Law On the Legal Status and Pensions of the Deputies of the Supreme Council of the Republic of Latvia.

111. In applying Section 13, Paragraph one, Clause 3 of the Law, if a pension has been granted after the beginning of a tax year, the tax relief referred to in Paragraph 110 of these Regulations shall be determined in proportion to the period of time from the day of the granting of the pension until the end of the year (examples for application of Section 13, Paragraph one, Clause 3 of the Law – in Annex 4 to these Regulations (Example 1)).

112. In applying Sub-paragraph 110.2 of these Regulations, a pension shall be considered to have been re-calculated, provided the recalculation has been made on the basis of the written submission of the recipient of the pension in accordance with Section 24 of the Law On State Pensions.

113. In applying Section 13, Paragraph one, Clause 3 of the Law, if both the old age pension and the service pension is disbursed to a natural person in accordance with the Law On State Pensions, the non-taxable minimum specified in Section 13, Paragraph one, Clause 13 of the Law shall be applied to the old age pension to be disbursed by the State Social Insurance Agency, but, if the old age pension of a natural persons is less than LVL 110 per month or – beginning from 1 October 2006 – less than LVL 165 per month, a monthly non-taxable minimum, in disbursing a part of the service pension to a natural person, which is equal to the difference between the monthly non-taxable minimum of the pension and the old age pension disbursed by the State Social Insurance Agency, shall be applied also to the disburser of the service pension (example for application of Section 13, Paragraph one, Clause 3 of the Law – in Annex 4 to these Regulations (Example 2)).

114. In applying Section 17, Paragraph five of the Law, an employer who disburses remuneration for work of the employees using non-cash payments, shall pay the payroll tax into the budget on the same day when he or she has made the payment order for the transferring of the remuneration for work from his or her own account to the account of the employee.

115. In applying Section 17, Paragraph five of the Law, the employer shall pay the payroll tax assessed and withheld from the remuneration for work of employees employed in urgent, temporary, extraordinary works into the budget on the same day when he or she pays into the budget the payroll tax for permanent staff.

116. The disburser of income – merchant, co-operative company, institution, organisation, association, foundation, permanent representation of a non-resident and a natural person which is registered as a performer of economic activity, situated in the administrative territory of such local government with which an agreement has been entered into regarding special procedures for the collection of tax revenues, in disbursing the income referred to in Section 17, Paragraph ten of the Law to a natural person whose place of residence is situated in the territory of the referred to local government, the tax withheld from the taxpayer shall be paid into the budget account of the local government.

117. Section 17, Paragraph ten, Clauses 1 and 2 of the Law shall apply to any income from intellectual property, from the rights to intellectual property and from the rights to the use of the rights to intellectual property.

118. Section 17, Paragraph ten, Clause 6 of the Law shall not be applied if a natural person, in handing over scrap metal, has submitted the statement referred to in Paragraph 53 of these Regulations.

119. In applying Section 17, Paragraph ten, Clause 7 of the Law, as verification that a natural person carrying out economic activity has been registered in the status of a performer of economic activity, the following shall be considered:

119.1. the individual work registration certificate or patent issued in accordance with the procedures set out in the Law On Individual (Family) Undertakings, Farms or Fisheries and Individual Work; 

119.2. the taxpayer’s registration certificate; and

119.3. the registration certificate of an individual merchant. 

120. In applying Section 17, Paragraph ten, Clause 7 of the Law, in order to certify registration in the status of a performer of economic activity, a natural person needs to have only one of the documents referred to in Paragraph 119 of these Regulations.

121. In applying Section 17, Paragraph ten, Clause 7 of the Law, a natural person, in order to certify registration in the status of a performer of economic activity, shall submit to the merchant, co-operative company, institution, organisation, association, foundation, permanent representation of a non-resident and a natural person, who is registered as a performer of economic activity – the disburser of the income – copies of the documents referred to in Paragraph 119 of these Regulations presenting the originals of the relevant documents.

122. If a natural person cannot present the document referred to in Paragraph 119 of these Regulations, the disburser of the income shall withhold a tax from the amount to be disbursed, which shall be paid into the budget within the time period specified in Section 17, Paragraph ten of the Law.

123. In applying Section 17, Paragraph ten, Clause 7 of the Law, a natural person who obtains income from economic activity and has not registered with the State Revenue Service as a performer of economic activity, is not entitled to deduct expenses which are connected with the obtaining of the referred to income.

124. In applying Section 17, Paragraph eleven, Clause 2 of the Law, a disburser of income – a merchant, co-operative company, institution, organisation, association, foundation, permanent representation of a non-resident or a natural person, who is registered as a performer of economic activity, which disburses to a natural person an income connected with the economic activity thereof or other income not exempted from the imposition of the tax, but from which the tax need not be withheld at the place of disbursement in accordance with Section 17 of the Law, shall send a statement regarding the amounts of income upon which the tax is to be imposed, disbursed to the natural person within the quarter, which are not connected with his or her employment relationship, each quarter by the 15th date of the month following the quarter to the territorial office of the State Revenue Service according to the place of location thereof in accordance with Annex 4 to the Cabinet Regulation No. 166 of 2 May 2000, Regulations regarding Reports and Notifications of Personal Income Tax. The notification regarding the fourth quarter of the year shall be submitted by 1 February of the post-tax year.

125. A tax on payments to a natural person – non-resident – shall be withheld at the place of disbursement of income, by applying Section 17, Paragraph twelve and ten of the Law in the cases when personal income tax is to be imposed upon the income of the non-resident in accordance with Section 3, Paragraph three of the Law and a report (Annex 5) shall be submitted regarding the income obtained by a natural person – non-resident – and the tax paid in the Republic of Latvia.

126. In applying Section 17, Paragraph twelve and seventeen of the Law, the day of withholding of tax shall be the day, when a taxpayer – disburser of income – performs an actual payment to a non-resident, or the day, when reduction of the obligations of a creditor – non-resident - is made by performing mutual account entries of a taxpayer and non-resident, or the day, when the transfer of the obligations of a certain creditor is made (example for application of Section 17, Paragraph twelve and seventeen of the Law – in Annex 6 to these Regulations).

127. In accordance with Section 17, Paragraph 121 of the Law, a merchant, co-operative company, institution, organisation, association, foundation, permanent representation of a non-resident and a natural person, who has been registered as a performer of economic activity, which has paid such income to a natural person – non-resident – the tax on which in accordance with the Law is to be withheld at the place of disbursement of income, shall issue a certificate to the non-resident regarding the income obtained and the tax paid in the Republic of Latvia for the tax year (Annex 7).

128. In applying Section 17, Paragraph 121 of the Law, if a natural person – non-resident – pays personal income tax in accordance with the summary procedures, by submitting an annual declaration of income, then a certificate regarding income obtained by a non-resident during a taxation year and tax paid in the Republic of Latvia shall be completed by the non-resident – recipient of income. In this case a non-resident shall fill in the first and third part of a certificate, the second and fourth part of the certificate is not filled in, but the territorial office of the State Revenue Service shall fill in the fifth part of the certificate upon checking the information provided in the certificate.

129. The statement referred to in Paragraph 124 of these Regulations shall be drawn up separately for each type of income disbursed to a natural person upon whom a tax is to be imposed.

130. At the request of a natural person – recipient of income – the disburser of income shall issue to the natural person the statement referred to in Paragraph 124 of these Regulations.

131. A merchant, co-operative company, institution, organisation, association, foundation, permanent representation of a non-resident and a natural person, who has been registered as a performer of economic activity – a disburser of income – in disbursing non-taxable income to the natural person, shall send by 1 February of the post-tax year a statement to the territorial office of the State Revenue Service according to the place of location thereof in accordance with Annex 5 to the Cabinet Regulation No. 166 of 2 May 2000, Regulations regarding Reports and Statements of Personal Income Tax, regarding the non-taxable amounts disbursed to the natural person.

132. The statement referred to in Paragraph 131 of these Regulations need not be submitted by the disburser of income, provided the amount of non-taxable income paid out to the natural person in a tax year has been less than the four-fold non-taxable minimum for a month.

133. A merchant, co-operative company, institution, organisation, association, foundation, permanent representation of a non-resident and a natural person, who has been registered as a performer of economic activity – a disburser of income – need not send the statement referred to in Paragraph 124 or 131 of these Regulations to the territorial office of the State Revenue Service, in disbursing the following kinds of income:

133.1. scholarships from the budget or international educational or co-operation programmes;

133.2. benefits from the budget, remuneration for the fulfilment of the duties of a guardian and remuneration for the fulfilment of the duties of a foster family;

133.3. compensation in accordance with the procedures prescribed by the law and other regulatory enactments for harm in case of the loss of the ability to work related to mutilation or other harm to health, as well as in connection with the loss of a provider;

133.4. amounts paid out on the basis of a decision of State or local government authorities in providing assistance in the case of a natural disaster or other extraordinary circumstances;

133.5. amounts of compensation within the framework of the norms prescribed by the law and Cabinet regulations;

133.6. compensation for donating blood and for other types of donor aid; and

133.7. any lottery or gambling prizes the amounts of which do not exceed LVL 500.

134. An authority, which has been established in Latvia for provision of the relevant programme, shall submit to the State Revenue Service a report up to 1 February of the post-tax year in accordance with Annex 2 to the Cabinet Regulation No. 337 of 31 July 2002 Procedures by which Scholarships are to be Exempted from Imposition of Personal Income Tax, regarding scholarships granted and disbursed from the resources of international educational or co-operation programmes.

135. The statement referred to in Paragraph 128 and 131 need not be submitted regarding amounts paid out to an individual undertaking (including a farm or fishery) in the possession of a natural person or to an individual merchant.

136. The foundation Soros Foundation – Latvia shall submit the statement regarding grants and reimbursement paid out within the framework of projects financed thereby during a tax year, which have been paid out to a natural person outside of legal employment relations with the foundation Soros Foundation – Latvia (Annex 8), to the territorial office of the State Revenue Service according to its place of location by 1 February of the post-tax year.

137. The foundation Soros Foundation – Latvia shall carry out the disbursement of grants and reimbursements within the framework of projects financed thereby by transferring the monies from the account of the foundation Soros Foundation – Latvia to the account indicated by a person or by disbursing such in cash from the cashier’s office of the foundation Soros Foundation – Latvia, or by using the intermediation of another person.

138. The persons for whom payments made are taxable in accordance with Section 17, Paragraph seventeen of the Law, shall be determined on the basis of the regulatory enactments regarding low-tax or tax-free countries or territories.

139. For the application of Section 17, Paragraph seventeen of the Law, the term “payments” means any payments, which reduce taxable income for the payer of these payments. The concept “payments”, regardless of whether they are made using non-cash transactions or disbursed in cash or by other means (in kind) or made by way of mutual account entries to any person who is located, has been set up or established in a low-tax or tax-free country or territory, shall include payments of interest, royalties, payments for all kinds of services, payments for reimbursement of actual expenses, payments of insurance premiums, guarantee money and per diem money, which is reimbursable by taxpayers – residents or non-residents of Latvia, who in accordance with the Law need to submit a declaration of personal annual income.

140. In applying Section 17, Paragraph seventeen of the Law, if a taxpayer repays a loan and interest for a loan received from a person located, set up or established in a tax-free or low-tax country or territory, the tax shall be withheld only from the amount of the interest to be paid.

141. If an account has been opened at a credit institution registered in the Republic of Latvia for a person located, set up or established in a tax-free or low-tax country or territory, and the respective person makes payments from the referred to account, the recipient of which is another person located, set up or established in a tax-free or low-tax country or territory, and as a result of these payments the taxable income of the taxpayer of Latvia is reduced, it is considered that the referred to payments are made by the taxpayer of Latvia and in respect thereof Section 17, Paragraph seventeen of the Law shall be applied.

142. In accordance with Section 17, Paragraph seventeen of the Law, the disburser of income shall pay the withheld tax into the budget not later than on the fifth date of the month following the month of disbursement of income.

143. If a taxpayer believes that Section 17, Paragraph eighteen of the Law is to be applied to the payments to be made to the referred to persons thereby, which specifies that the State Revenue Service may permit the tax from these payments not to be withheld, the taxpayer shall submit to the territorial office of the State Revenue Service according to the place of residence thereof an application-request, before making the payments, not to apply Section 17, Paragraph seventeen of the Law to the payments to the referred to persons.

144. The taxpayer shall indicate the character, essence and applicable prices of the transactions in the application-request referred to in Paragraph 143 of these Regulations, shall explain what circumstances have determined the necessity to perform transactions with a person in a tax-free or low-tax country or territory, shall confirm that the referred to transaction is not being carried out to decrease the taxable income of the taxpayer of Latvia or to avoid paying taxes in Latvia and that the taxpayer of Latvia or such persons or undertakings connected with the taxpayer of Latvia are not direct or indirect participants (using the participation in another person, in several other persons or by other means) in the person – recipient of the payments, shall identify such persons in documentary form which directly or indirectly (using participation in another person, in several other persons or by other means) are the person’s – recipient of payments – actual owners. The taxpayer shall also indicate in the referred to application-request any other important information, which would facilitate the decision-making for the State Revenue Service. If the State Revenue Service so requests, the taxpayer, after carrying out the transaction, shall submit the documents (for example, agreements, customs declarations, freight documents) or copies thereof which affirm the actual execution of the transaction.
145. A taxpayer need not apply Section 17, Paragraph seventeen of the Law (need not withhold a tax at the rate of 25%) only upon the receipt of a written permit from the State Revenue Service not to withhold the tax from the payments indicated in the permit or from the payments for the execution of the transactions referred to in the permit. If a taxpayer has not received the referred to permit, the payments he or she has made to a person located, set up or established in a low-tax or tax-free country or territory cannot be taken into account as expenditures in determining the taxable income thereof.

146. The State Revenue Service shall consider the application-request referred to in Paragraph 143 of these Regulations and within 30 days from the day of receipt of the application shall issue to the taxpayer a permit in a written form not to withhold the tax or a refusal to issue the referred to permit.

147. In issuing the permit referred to in Paragraph 145 of these Regulations, the State Revenue Service shall indicate therein to which payments the permit issued refers and what the term of validity of the permit shall be. The State Revenue Service may not issue a general permit to a taxpayer, which would be applicable in respect of all payments made by the taxpayer, without indicating any specific transactions and the participants therein (recipients of payments).

148. The State Revenue Service has the right to permit the non-withholding of taxes in accordance with Section 17, Paragraph seventeen of the Law, if the taxpayer justifiably proves that the referred to payments are not being made to decrease the taxable income of this taxpayer and to avoid paying taxes or to reduce taxes to be paid in Latvia.  In determining whether the payments are not being made for the referred to purposes, the State Revenue Service shall take into account the following conditions:

148.1. whether the making of payments is based on real economic activity;

148.2. whether the economic relations of a taxpayer with persons located, set up or established in tax-free or low-tax countries or territories are required for the specific character of the entrepreneurial activities to be carried out by the taxpayer;

148.3. whether after the transfer of payments the taxable income of the taxpayer is not reduced on a larger scale than if the recipient of payments were a resident or permanent representative office of a non-resident in Latvia;

148.4. whether a taxpayer or persons or undertakings connected therewith are not direct or indirect (using participation in another person, in several other persons or by other means) participants in a person located, set up or established in a tax-free or low-tax country or territory;

148.5. whether a taxpayer and person located, set up or established in a tax-free or low-tax country or territory, in addition to a contract on a specific transaction, an agreement has not been entered into in any form (also, an agreement that is not made public) on any additional remuneration unforeseen in the contract, or concerted activity of other type are not performed with an aim to reduce taxes;

148.6. any other actual circumstances and conditions under which the respective transactions are being carried out or which affect the respective transactions and on the basis of which a decision regarding the non-withholding of tax may be taken in accordance with Section 17, Paragraph eighteen of the Law.

149. The State Revenue Service may not without justification refuse to issue a permit for a taxpayer not to withhold tax in accordance with Section 17, Paragraph seventeen of the Law, if the taxpayer has proven that the requirements of Section 17, Paragraph eighteen of the Law and those requirements of these Regulations the fulfilment of which is required to receive the referred to permit have been fulfilled (example for application of Section 17, Paragraph eighteen of the Law – in Annex 9 to these Regulations).

150. The State Revenue Service may cancel a permit if during the process of administration of taxes it has obtained information, which attests that a taxpayer, in submitting the information specified in Paragraph 144 of these Regulations, has provided false information. If the State Revenue Service cancels a permit issued for non-withholding of a tax, the tax or part of the tax which has not been withheld in accordance with Section 17, Paragraph seventeen of the Law, shall be considered to be a late tax payment for which increase in the amount of the principal debt and fines for the late payment shall be calculated, beginning with the day when the payment from which the tax had to be withheld was made.

151. A taxpayer may request an opinion from the Transaction Evaluation Commission in accordance with Section 39 of the Law On Taxes and Fees if he or she is in disagreement with the State Revenue Service regarding the market price or evaluation of the market value for a transaction with a person located, set up or established in a tax-free or low-tax country or territory. 

152. In applying Section 18, Paragraph 41 of the Law, individual merchants, which calculate the income from economic activity in accordance with the Section 11.1, Paragraphs two, three and four of the Law, and owners of individual undertakings (also farms and fisheries), who have selected the double entry accounting system for accounting, shall determine the advance payments for the taxation year in accordance with Section 23 of the Law On Enterprise Income Tax.

153. The taxpayers referred to in Paragraph 152 of these Regulations shall pay advance payments each month of the taxation year up to the fifteenth date, which are specified in accordance with the following procedures:

153.1. in accordance with Section 23, Paragraph one, Clause 1 of the Law on Enterprise Income Tax the advance payments regarding each month starting with the first month of the taxation period up to that month (including), in which a taxpayer submits an annual declaration of income, shall be specified in accordance with the following procedures:

153.1.1. the amount of tax regarding the taxation period before the pre-taxation period (the amount of Row 15 of the relevant annual declaration of income multiplied by the tax rate) multiply by the total consumer price index of the pre-taxation year specified by the Central Statistical Bureau, obtaining the corrected amount of tax;

153.1.2. the corrected amount of tax shall be divided by 12 and the result makes up the amount of monthly advance payments, which are to be made during the taxation period starting from the first month of the year up to that month (including), when the annual declaration of income is submitted;

153.2. in accordance with section 23, Paragraph one, Clause 2 of the Law on Enterprise Income Tax the advance payments regarding each month during the remaining part of the taxation period after submission of an annual declaration of income shall be specified in accordance with the following procedures:

153.2.1. the amount of tax for a pre-taxation year (the amount of Row 15 of Annex D3 to the annual declaration of income multiplied by the tax rate) multiply by the total consumer price index of the pre-taxation year specified by the Central Statistical Bureau, obtaining the corrected amount of tax;

153.2.2. the advance payment amount paid up to the month (including) of submission of the annual declaration of income shall be subtracted from the corrected amount of tax; and

153.2.3. the difference shall be divided by the remaining number of months after the month of submission of the annual declaration of income up to the end of the taxation period, and the result shall make the amount of monthly advance payment, which is to be made within the period of time after submission of the annual declaration of income.

154. In applying Section 18, Paragraph 41 of the Law, the calculation of advance payments shall be submitted in free form together with the annual declaration of income (examples for application of Section 18, Paragraph 41 of the Law – in Annex 10 to these Regulations (Example 1)).

155. If the taxpayers referred to in Paragraph 152 of these Regulations calculate income from economic activity during a pre-taxation period in accordance with Section 11 of the Law, in its turn the double entry accounting system is selected in accounting during the taxation period and income from economic activity is calculated in accordance with Chapter II of the Law on Enterprise Income Tax, the advance payments from the first month of a taxation year up to the month, when a payer submits an annual declaration of income, shall be the payments in such amount, in which they are made during the pre-taxation year in accordance with the Law (examples for application of Section 18, Paragraph 41 of the Law – in Annex 10 to these Regulations (Example 2)).

156. The taxpayers referred to in Paragraph 152 of these Regulations have the right to apply also other conditions for the calculation of the advance payments referred to in Section 23 of the Law on Enterprise Income Tax (for example, if changes in income of a taxpayer are foreseen, there are essential changes in the type of operation, the structure of income and (or) expenditures has changed). 

157. In applying Section 19, Paragraph six of the Law, in order to certify eligible expenses made during a tax year, a natural person, in submitting a declaration of annual income, shall append copies of the following documents (the originals of the corroborative documents shall be presented upon the request of the territorial office of the State Revenue Service):

157.1. corroborative documents (payment documents, for example, a receipt, cheque, payment order, extract of account, approved payment order of an Internet bank), which certify the payment of educational and medical expenses and in which the given name, surname and personal identity number of a natural person – taxpayer – or his or her family member is indicated and the type of paid expenses is specified, as well as which certify the payments of insurance premiums and payment into private pensions funds for a payer;

157.2. a corroborative document (statement) issued by the employer regarding the necessity for the raising of qualification (courses) at work, profession, position or for the acquisition and the improvement of skills required for a trade, as well as for broadening of knowledge and raising of the level of occupational preparedness;

157.3. a submission in which it is indicated that the eligible expenses regarding educational and medical services used by a family member of the payer are included only partially in his or her declaration, and which notify regarding the payer (indicating the payer’s code) in whose declaration the remaining part of the eligible expenses is being presented regarding the relevant family member, as well as notify that eligible expenses regarding the services used by the family members during the pre-taxation periods has been included in the declaration of a family member himself or herself or some other person who in accordance with Paragraph 63 of these Regulations has the right to eligible expenses regarding the family member of a payer;

157.4. a statement of the insurance company, which attests that the agreement (the purchased policy) entered into by the natural person regarding life insurance (with the accumulation of funds) complies with the requirements specified in Section 10, Paragraph one, Clause 6 of the Law and in which the period of operation of the insurance contract, insured person (given name, surname, personal identity number) and the amount of insurance premiums paid during the tax year (Annex 11) shall be indicated; and 

157.5. a written opinion of the Commission for the Cancellation of Credits established by the Study Foundation of the Ministry of Education and Science or the Minister for Education and Science regarding the cancellation of a credit (part of a credit) received in accordance with the procedures set out in regulatory enactments. 

158. If an institution – employer – has covered the tuition fee for a natural person as a civil servant, an official or employee of the Office of the State Auditor, an official or employee of the Prevention and Combating of Corruption Bureau or a soldier of the professional military service, or if the further education support foundation of the pedagogical employees of educational establishments has covered the tuition fee for a natural person, then the natural person, who has received a refund of the tax for eligible education expenses shall clarify the calculation of the tax for the tax year, in submitting a declaration for the following tax year.

159. In applying Section 20, Paragraph three, Clause 2 of the Law, relief shall be applied to a non-resident, which provides that a declaration is not submitted by a non-resident who has obtained income from the alienation of immovable property present in the Republic of Latvia, if the tax has been withheld from the referred to income. However, a non-resident may not use the right to the relief specified in the Paragraph of the referred to Section and submit a personal income tax declaration (example for application of Section 20, Paragraph three, Clause 2 of the Law – in Annex 12 to these Regulations).

160. Section 20, Paragraph four of the Law shall not apply to a natural person from the income of professional activity of which – author’s fees (royalty) – the tax has been withheld in the full amount at the place of disbursement of the income during the tax year.

161. An insurance company with which a natural person has entered into a life insurance contract (with the accumulation of funds) and for which the statement referred to in Sub-paragraph 157.4 of these Regulations has been issued, shall inform the territorial office of the State Revenue Service in accordance with the place of residence thereof regarding the termination of the contract within a month after the termination of the contract.

162. The Study Foundation of the Ministry of Education and Science shall submit to the State Revenue Service the list of the study loan recipients for whom the credit (part of the credit) has been cancelled during a tax year until 1 February of the post-tax year. The given name, surname, personal identity number and amount of the cancelled credit shall be indicated on the list.

163. In applying Section 24, Paragraph two of the Law, a natural person – taxpayer, who is employed by the employer of Latvia, obtains a paid employment income in the state with which a tax convention has been entered into, and pays a tax in accordance with the conditions of the convention in this state and this fact is approved by the statement issued by the tax administration of the referred to state, the employer shall not withhold and pay into the budget a payroll tax from the paid employment income of a natural person in accordance with Section 17, Paragraph one of the Law, however, the amounts of income disbursed shall be indicated in a statement regarding payroll tax in accordance with Annex 1 to the Cabinet Regulation No. 166 of 2 May 2000, Regulations regarding Reports and Statements of Personal Income Tax.  The referred to norms shall apply also to natural persons who calculate and pay a payroll tax in accordance with Section 4, Paragraph one, Clause 4 of the Law.

164. In applying Section 24, Paragraph three of the Law, if a natural person – taxpayer – has obtained income during a taxation year in the state with which a tax convention has been entered into and he or she has submitted during the post-taxation period a declaration regarding the income of a taxation year in accordance with the conditions of the convention, as well as has paid personal income tax which is approved by the statement issued by the tax administration of the relevant state, a taxpayer shall indicate the amount of tax paid in his or her declaration of a taxation year (example for application of Section 24, Paragraph three of the Law – in Annex 13 to these Regulations).

165. These Regulations shall be applicable from 1 September 2006.
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Examples for the Application of Section 8, Paragraph Five of the Law

1. An employer in accordance with an insurance contract entered into for a time period from March until February of the next year, has paid a premium of health insurance for an employee in the amount of LVL 180. The total amount of work remuneration of the employee for all months of the tax year is LVL 1 740 or about LVL 145per month. 10% from the gross remuneration for work is LVL 174 annually. This means that the excess amount of insurance premium payments for the year comprises LVL 6 (180 – 174). In calculating personal income tax for December, a tax in the amount of LVL 1.50 (25% of 6.00) is calculated and deducted from the excess amount.
2. In September an employer has paid life insurance premiums (with the accumulation of funds) or has made payments into a private pension fund for an employee for September, October, November, and December of the current year and 8 months of the following year.  The insurance contract has come into effect as of September. The amount of the paid premium is LVL 360, the gross remuneration for the work of the employee is LVL 3 500 annually. The amount of LVL 120 applies to the tax year from the life insurance premium payments or payments into the private pension fund made by the employer (360: 12 x 4). The other part of the payments the employer shall enter as the payment for subsequent periods and shall take such into account in determining the taxable income of the employee for the post-tax year. In December of the tax year the employer shall determine the ratio of the payment made (which applies to the tax year) to the annual gross remuneration for work of the employee.  In this case it is 3.4%, thus, it does not exceed the 10% limit.
3. In January an employer has paid life insurance premiums (with the accumulation of funds) or has made payments into a private pension fund for an employee for 3 months – November and December of the previous year and January of the current year – the month in which he or she shall make the payment. The amount of the paid premium is LVL 90. For the following 3 months the referred to payments are made in April in the amount of LVL 90. The next payment is made in July (LVL 90) and the final payment in the tax year is made in October (LVL 90). During the tax year the employer has made life insurance premium payments (with the accumulation of funds) or payments into a private pension fund on behalf of the employee in the total amount of LVL 360. In December the employer calculates the ratio of the payments made to the annual gross remuneration for work of the employee. The annual gross remuneration for the work of the employee is LVL 3 360 (approximately LVL 280 per month). As 10% of LVL 3 360 is LVL 360, the taxable income of the employee in December is to be increased by LVL 24 (360 – 336 = 24). Thus, the employee's income in December subject to personal income tax is LVL 304 (280 + 24 = 304). As the payment for November and December is made in January of the following year, it is applied to the employee's work remuneration for the following year.
4. If an employee has taken up an employment relationship with an employer 4 months after entering into the life insurance (without the accumulation of funds), health or accident insurance contract the period of validity of which is 1 year, the insurance premium payments made by the employer shall not exceed LVL 120 (8 : 12 x 180).  
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	Shall be submitted to the person to whom a personal property (belonging) is being sold
	


STATEMENT

certification of the sale of personal property (belonging)

	
	
	
	
	
	
	
	-
	
	
	
	
	

	(natural person’s selling his or her own personal property (belonging) given name and surname)
	(personal identity number)


	
	
	
	
	
	
	
	

	( address of the place of residence)
	(telephone)


	I certify, that the products (belonging) mentioned below are my personal property (belonging) and the sale thereof is not related to my business (economic activity).  I have been informed that for the carrying out of non-registered entrepreneurial activity (economic activities), administrative liability shall arise in accordance with Section 1662 of the Administrative Violations Code of Latvia.


	(merchant, co-operative company, institution, organisation, association, foundation, permanent representation office of a non-resident or a natural person who is registered with the State revenue Service as a performer of economic activity, to which the personal property (belonging) is being sold
(name or given name and surname))


	
	
	
	
	
	
	
	
	
	
	
	

	(legal address)
	(registration number or a personal identity number)

	

	No.
	Name of the personal property (belonging)
	Quantity
	Selling price

	1.
	
	
	

	2.
	
	
	

	3.
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Date: ___ ___________ 20___

	


(signature of the submitter)
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Example for the Application of Section 9, Paragraph One, Clause 19 of the Law

A natural person sells immovable property (building) for LVL 60 000 the acquisition value of which is LVL 50 000 and which had been utilised in economic activity for 3 years. The written-off depreciation during previous taxation periods is LVL 13 550. In submitting a declaration, the person’s taxable income from the sale of immovable property shall be corrected (increased) by the depreciation amount written-off during the previous taxation periods. A taxable income in this case shall be LVL 13 550.
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Examples for the Application of Section 13, Paragraph One, Clause 3 of the Law

1. The date of the granting of a pension is 12 May. In order to determine the tax relief to be applied to a person’s pension until the end of the year, the amount of the tax relief shall be calculated until the end of the year for the 7 fully remaining months, and it is LVL 770 (1320 : 12 x 7), and for the month in which the pension was granted, and it is LVL 70.96 (1320 : 12 : 31 x 20).  In calculating the amount of the tax relief for an incomplete month, the amount of the tax allowance for 1 calendar day shall be determined by taking into account the number of days in the respective calendar month.  Thus, the amount of the tax allowance to be applied to the person’s pension referred to in the example during the tax year is LVL 840.96.

2. A person’s service pension, which has been granted after 1 January 1996 and which is disbursed by the Ministry of Interior, is LVL 50, in its turn an old age pension, which has been granted or re-calculated after 1 January 1996 and which is disbursed by the State Social Insurance Agency, is LVL 90. The non-taxable minimum for these pensions is LVL 1 320 per year or LVL 110 per month. It means that a non-taxable minimum is applied to the old age pension in the amount of the pension (LVL 90) and a tax is not withheld, in its turn the remaining part of the non-taxable minimum LVL 20 (110-90) is applied to the service pension by the Ministry of Interior, but a tax shall be withheld from the remaining part of the pension which is LVL 30 (50-20). The tax withheld is LVL 7.50 (25% of 30).
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	State Revenue Service 
	
	Territorial Office


Personal income tax report regarding the income obtained by a natural person – non-resident – and tax paid in the Republic of Latvia for ____________ 200__

(month)

	Name of disburser/given name, surname
	Taxpayer’s registration code/personal identity number
	Address

	
	
	
	
	
	
	
	
	
	
	
	
	
	


	No.
	Non-resident – recipient of income
	Personal identity number of identification number in the state of residence
	Date of birth of the recipient of income
	Type of recipient of income (code) *
	Country of residence
	Address in the country of residence (street, number; city, populated area; postal code)
	Type of income (code)**
	Date of disbursement
	Amount of income (LVL)
	Rate of tax (%)
	Amount of tax (LVL)

	
	given name
	surname
	
	
	
	
	
	
	
	
	
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13

	
	
	
	
	
	
	
	
	
	
	
	
	


	Position
	Given name, surname 
	Signature
	Date

	
	
	
	


Notes.

* Code for a type of recipient of income :

01 – a natural person.

** Code for a type of income:

6 – income from the utilisation of immovable property.

7 – income from professional activity.

10 – dividends.

11 – interest.

12 – income from intellectual property or income from the utilisation of immovable property.

13 - income from the alienation of an immovable property located in the Republic of Latvia.

15 – wage.

16 – director’s wage, income from performing the duties in the council or board of a company.

17 – income from activities of artists, sportsmen or coaches.

18 – pensions.

19 - work remuneration and other remuneration which is disbursed to a natural person by the State or local government for the services provided.

21- other income.
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Example for the Application of Section 17, Paragraph Twelve and Seventeen of the Law

A natural person – non-resident – sells to a resident – legal person – an immovable property for LVL 100 000, the acquisition value of which is LVL 96 000. A legal person withholds a tax in the amount of LVL 2 000 from the remuneration disbursed (2% of 100 000) in accordance with the provisions of the Law. The non-resident shall submit an annual declaration of income. The calculation of tax in this case shall be the following:
- the taxable income is LVL 4 000 (100 000 – 96 000);

- the personal income tax is LVL 1 000 (25% of 4 000);

- taking into account that the tax withhold in advance is LVL 2 000, a tax overpaid by a natural person – non-resident -  is LVL 1 000 (2 000 – 1 000).

If an alienated immovable property of a natural person – non-resident has been obtained through the renewal of the rights of ownership to a nationalised immovable property, the selling price of the referred to property shall be considered as the acquisition value thereof. Therefore, in calculating a tax in accordance with summary procedures, the tax overpaid by a non-resident shall be LVL 2 000.
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	Issued to the recipient of income
	


APLIECINĀJUMS / CERTIFICATE
par nerezidenta gūtajiem ienākumiem un samaksāto iedzīvotāju ienākuma nodokli Latvijas Republikā / on income derived and income tax paid in the Republic of Latvia
I. Ienākuma guvējs / Recipient of income
	Vārds, uzvārds/ 
Given name, surname
	Personu apliecinošs dokuments, numurs, izdošanas datums/ 
Personal identification document, number, date of issue

	
	


	Iela, numurs/
Street, number
	Pilsēta, apdzīvota vieta/
City or populated area
	Pasta indekss/
Postal Code
	Valsts/
Country

	
	
	
	


II. Darba devējs (Ienākuma izmaksātājs) / Employer (Payer of income)
	Izmaksātāja nosaukums/
Name of payer
	Reģistrācijas numurs Uzņēmumu reģistrā/
Registration number in the Register of Enterprises
	Nodokļu maksātāju reģistra kods/
Taxpayer’s register code

	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	


vai / or
	Vārds, uzvārds/
Given name, surname
	Personas kods/
Personal identity number

	
	

	
	
	
	
	
	
	
	
	-
	
	
	
	
	
	

	
	


	Iela, numurs/
Street, number
	Pilsēta, apdzīvota vieta/
City or populated area
	Pasta indekss/
Postal Code
	Valsts/
Country

	
	
	
	


III. Gūtie ienākumi un samaksātais ienākuma nodoklis / Income derived and income tax paid
	Ienākuma veids/
Type of income
	Ienākuma summa/
Amount of income
(LVL)
	Izmaksas datums/
Date of disbursement
	Nodokļa likme/
Tax rate
(%)
	Samaksātais nodoklis/
Tax paid
(LVL)

	
	
	
	
	

	
	
	
	
	


IV. Ienākuma izmaksātāja apliecinājums / Certificate of the payer of income
Apliecinājuma parakstītājs apliecina, ka šī apliecinājuma II un III daļā sniegtā informācija ir pilnīga un pareiza./ The undersigned declares that the particular information given in part II and III of this certificate is complete and correct.
	Place for a seal


	
	Position

	Given name, surname 

	Signature

	Date



	
	
	
	
	
	


V. Nodokļu administrācijas apliecinājums / Certificate of the tax administration
Apliecinām, ka saskaņā ar Latvijas Republikas nodokļu administrācijas rīcībā esošo informāciju šajā apliecinājumā minētais ienākumu saņēmējs Latvijas Republikā ir saņēmis ___________________ latu lielu ienākumu un ir samaksājis nodokli _______________ latu apmērā.
We confirm that in accordance with the information available to the Tax Administration of the Republic of Latvia the recipient of the income named in this Certificate has received in the Republic of Latvia the income of LVL ___________________ and has paid the income tax of LVL _______________.
	Z.v./
Place for a seal
	
	Amats/
Position
	Vārds, uzvārds/
Given name, surname
	Paraksts/
Signature
	Datums/
Date
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	To be submitted to the State Revenue Service
	


	Tax year
	
	
	
	


Statement

regarding the grants paid out within the framework of projects of the foundation Soros Foundation – Latvia and reimbursement paid out outside of the legal employment relations with the Foundation
Address 

	Taxpayer’s registration No.
	
	
	
	
	
	
	
	
	
	
	


	No.
	Recipient's given name and surname 
	Recipient's personal identity number
	Amount paid to the recipient in the tax year (in lats)

	1
	2
	3
	4

	1.
	__________________ recipients

(name of the project)
	
	

	1.1.
	
	
	
	
	
	
	
	-
	
	
	
	
	
	

	1.2.
	
	
	
	
	
	
	
	-
	
	
	
	
	
	

	
	Total
	X
	

	2.
	__________________ recipients

(name of the project)
	
	

	2.1.
	
	
	
	
	
	
	
	-
	
	
	
	
	
	

	2.2.
	
	
	
	
	
	
	
	-
	
	
	
	
	
	

	
	Total
	X
	

	
	Sum total
	X
	


Date: ___ ___________ 20___

 Foundation manager 


(signature and full name)

Accountant 


(signature and full name)

Telephone ____________
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Example for the Application of Section 17, Paragraph Eighteen of the Law

A resident of Latvia purchases goods (products, semi-finished products) from a resident of a tax-free or low-tax country or territory, which actually are brought into Latvia for further sale, production or assembly. The goods (products, semi-finished products) are purchased at prices, which are not higher than market prices. In such case, the State Revenue Service may allow the non-withholding of a tax from the amounts the resident of Latvia pays for the goods (products, semi-finished products) brought into Latvia for sale, production or assembly.
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Examples for the Application of Section 18, Paragraph 41 of the Law
1. An individual merchant who uses the double entry system in accounting and income from economic activity calculates in accordance with Chapter II of the Law On Enterprise Income Tax, submitted the annual declaration of income to the State Revenue Service on 25 February 2005 for 2004, in which the taxable income indicated in Row 15 of Annex D3 from the economic activity makes LVL 15 000. The individual merchant submitted to the State Revenue Service an annual declaration of income on 17 March 2006 for 2005, in which the taxable income indicated in Row 15 of Annex D3 from the economic activity makes LVL 15 000.

The advance payments in 2006 shall be specified in the following way:

1) for the period of time from January up to March 2006 -

(1 500 x 0.25 x 1.07) :12 = LVL 334.38 per month (terms of payment – 15 January, 15 February, 15 March 2006 ); 
2) for the period of time from April up to December 2006 -

(25 000 x 0.25 x 1.07 – 334.38 x 3) :9 months = LVL 631.60 per month (terms of payment – starting from 15 April, the fifteenth date of each month); 
3) for the period of time from January 2007 up to the month of submission of the annual declaration of income for 2006 –(25 000 x 0.25 x 1.07) : 12 = LVL 557.29 per month.

2. An individual merchant shall calculate the income from economic activity for 2005 in accordance with Section 11 of the Law. The income from the economic activity of the individual merchant in 2005 makes LVL 220 000, the advance payments in the amount of LVL 150 has been specified for the 4th quarter of 2005, the annual declaration of income for 2005 was submitted to the State Revenue Service on 25 February 2006. An individual merchant shall calculate the income from economic activity during 2006 in accordance with Chapter II of the Law on Enterprise Income Tax. The advance payments in the amount of LVL 50 per month (150:3) shall be paid by the individual merchant on 15 January and 15 February 2006. 
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	Tax year
	
	
	
	


	To be issued to the person who has entered into the life insurance contract (with the accumulation of funds) with an insurance company


Statement

regarding the life insurance contract

entered into by a natural person (with the accumulation of funds) and

the insurance premium payments made in accordance therewith

	
	

	(name of the insurance company)


	

	
	
	
	
	
	
	
	
	
	
	
	
	

	(legal address)
	(registration No.)
	

	certifies that
	

	
	
	
	
	
	
	
	-
	
	
	
	
	
	,

	(given name, surname of the natural person)
	(personal identity number)
	


	residing at
	
	
	
	
	
	
	
	
	,

	
	(address of the place of residence)
	(telephone)
	


	has entered into a contract of life insurance (with the accumulation of funds)
	


	
	No.
	
	and it is in effect on the day of issuance of this statement


	Insured person

	
	
	
	
	
	
	
	-
	
	
	
	
	
	
	
	

	(given name, surname of the natural person)
	(personal identity number)
	
	
	


Term of the insurance contract from _________________________ until ______________

Lifetime of the insurance contract __________________________________years

	Amount of the insurance premiums paid in a tax year
	

	
	(amount in figures and words, currency)

	


	Subdivision of the amount of insurance premiums by years
	

	
	(amount in figures and words, currency)

	

	


	Signature
	
	Place for a seal


Given name, surname 
Position _________________________________________
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Example for the Application of Section 20, Paragraph Three of the Law

 A non-resident sells an immovable property for LVL 44 000, the acquisition value of which is LVL 42 000, to a legal person . In selling the immovable property to a legal person, a disburser of income withholds a tax from the remuneration disbursed in the amount of 2%, i.e. LVL 880 (2% of 44 000). A non-resident, upon ending of the year, may submit an annual declaration of income. In submitting an annual declaration of income, the tax withheld in the amount of 2% of the remuneration disbursed shall be considered as advance payment. The tax calculation shall be the following:
- the taxable income is LVL 2 000 (44 000 –42 000);

- the personal income tax is LVL 500 (25% of 2 000);

- taking into account that the tax withheld in advance is LVL 880, the tax overpaid by the taxpayer is LVL 380 (880 -500).
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Example for the Application of Section 24, Paragraph Three of the Law

A natural person had obtained income in the Kingdom of Belgium in 2005, in accordance with the provisions of the tax convention he or she had paid personal income tax in the Kingdom of Belgium in 2006 and the appropriate approval by the tax administration of the Kingdom of Belgium has been issued thereof. In the referred to case the tax paid in the Kingdom of Belgium in 2006 for 2005 shall be included in the annual declaration of income for 2005.
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