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Chapter L

General Provisions

Article 1. Terms Used in the Law
For the purposes of this Law:

1) gocds shall mean any item (praoe rv), transferred by its owner for
remuneraticn, if not provided otherwise 9v this Law,

2} supcly of goeds shall mean 2 iransacticon of wansier of title o ancther
pe'scn fer remuneration, e.-::'tl o ther perscn 1o use the item (propery) First
sale of unused real estate affer the sompieticn of consiruction shail also mean suzziv
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3) sugply of services - a ransaciicn thar is nct a supply of goeds, bu: an
acuvity pertormed bv persens for remuneration, including :he sale (transier) of

intangitie assess and dghts in order to rafrain Jom an activity, or te allow an activin ity

as well as lease of goods. Delivery of real 2st2te 1o its owner after the completicn of
construction shall also mean supoiv of services;

4) remuneration - the vaiue of geeds and services in monetary terms, recaived

L=

by the supclier of goeds or servicss, or what the supplier was supposed to receive as 3
payment for the supely of gocds or semvices (including excise tax and other taxas and
fees) from the buver or other person, irrespeciive of whether the payment has besn
made in full or in part,

5) internal consumption - sugply of goods and services to an entregreneur, his
family and other persons, including emplovess, for remuneraticn, as well as the part of
value not received that is below the marker value of goods and services;

6) economuc activity - any activity for remuneration;

7) entregreneurial activity - a regular economic activity with the purpose of
gaining profit;

8) demestic ternitery - the terriiors of the Republic of Larvia, except terniteries
where special customs regulations apgly,



9) inpur tax - the amount the supciier of zeeds or services has paid as the value
added tax for geods and services purchased or received by the suppiier in order to
ensure ais/ her econemic aciviry,

10) agent - a person who supelies gocds without becoming the owner of these
gocds; or supplies services on behalf of other persons in order to execute interssts of
these perscns in transactiens of supply of gecods and sercss;

I1) budge: instimutions - state or lecal govemnment institutions and
orgaruzations funded Tom the state or local goverament budger;

12) marker value in tase of surplv of geeds or services, or imemal
consumption - remuneration that would have besn received for goods or services, had

s b

the gcods or services been suppited with the aim of 2aining arofics

13) customs value - value derarmined o accordance with the law On Cusioms
Dur. /Tarf7s) and the Customs Code

0_

1) barer transactions (exchange) - transacticn of exchange of zeods withcut
payment in cash.

13) clearing - accrual pavment for geeds. securities or servicss scld
{purchased) on the basis of countering 1 claim with 2 counterclaim.

Article 2. Object Subject to the Value Added Tax

(1) The VAT (hereinafter also: the tax) shall be levied on the total value of all
the transacions subject to said tax, performed in a domestic territory by a person
subject to this tax, if not provided otherwise by this Law.

(2) Taxable transactions shall be:
1) supply of goods;

-

2} supcly of seraces;

3) import of goods;



4) internal consumptica.

(3) The taxable value of supply of goods or services shall se the remuneration
for suppiy of goods or services in monetary terms without the VAT When providing
agent services, the taxabie value shall be the remunerarticn to the agent.

(¢4) If a VAT taxable person parzcipates in supply of goods or services
representing a foretgn legal or natural persca, it shall be consicersd that this person

itself has supplied goods or serices, and the :otal value of all the suppiies of services
or goods shall be subject to the tax.

(3) If an agent receives full remunerasion for sugply of gocds, the 1gen: shall 5e
onsicderad sugplier of said goeds, and tha v2lus of zeods supciied shall Se sulject ©
the tax.
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(7) The VAT taxatle value in barter and clearing transacticns, or such sucpiies
of goods and services when cash paymert is not pianned to be a fuil part of
remuneration, shall be the market value of goeds or services at the moment of supply
of geeds or services.

(3) If a VAT taxable person experss geeds from the domestc tervitory in
accordance with the procedurs established by customs legislation, in order to precess
or manufacture them in another country and then said person re-imports the goods, the
value of goods shall be determined by the remuneration paid for processing of items, or
by the value which is calculated as the differance berwesn re-import value of goods
and the value of goods when exported.

(9) For suppliers of goods or services that use self-produced or acquired
goods or services for internal consumption. transfer them fre= of charge, orata partial

charze to other producers or consumers, the taxacle value shall be determined as the
market value of goods and services.



Article 3. The VAT Taxable Persons and Their Registration.

(1) A VAT taxable person (hereinafter - taxable person) shall be a aawural or
legal person and groups of such persons ded by contract or verbal agresment, or their
agents who perform transactons referred to in Part 2, Article 1 of this Law, and thar

are registered or were required o be regisiarad in accordance with a procedurs ser ov
this Article.

(2) If a budget institution supplies goeds and services to other persans, it shall
also be consideraqd a taxable person.

(3) When the total taxable value of gcods and services supolied bv a natural or
lezal person, or groups of such persons ded by contrac: or verbal agresment. or their
agents, reachies (excesds) Ls 10 000 during 12 pracading months. saic perscrs shail

register as VAT taxatle persons ar the Siate Revenus Service no later than one meni:
afzer reaching (exce=ding) this amcunt.

=N

(4) Narurad or legal persons and groups of such gersens tied by a coniract aor
vercal agrasment, or their agents, shail have the right 1o register at the State Ravenue
Service as VAT taxable persons if the tetai vaive of the goods and servicss supciied 5y
themn during 12 preceding months (for a newly-2stablished enterprise - during the
foillowing 12 months) reaches or excssds ar least 73% of the amount referted to in
Par: 5 of this Article.

(3) Oniy taxabie persens shail have the right ¢ input tax deductions

(6) A person registersd in aczordance with Parss 3 and 4 of this Aricle shall
acquire the rfght t0 deductions of input tax paid afier the date of registration as a VAT
taxable person at the State Ravenue Serice.

(7) A taxable person may submit a request to the State Revenue Service to be
released from the register of taxable persons no sconer than one year after the dats
registration, if not provided otherwise by this Asticle. For such taxable persons the
remaining value of fixed assets, as well as the remaining material value of tangible
goods shall be recorded and the input tax paid from the budget on said assets and
goods shall be transferted back to the budger. The State Revenue Service shall have
the nght to decide an expulsion of a persen from the register of taxable perscns no
sconer than a year from the date of registraticn if liquidation or reorganization of such
enterprise (entrepreneurial company) has occurred.
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(3) When mportng gcods intg the domestic termitory, the VAT shall be paid
at the border doth by the VAT taxatie gersen, and anv other person impening zcods.

(9) If a foreten naturzi or lecal persons provides services listed in Article 4 in
the domestic territory, it shall register as a taxatle person, calculate the tax and iransfer
it 10 the budger in accordance with the procedure provided by this Law If a Lardan
natural or legal person uses VAT taxable sericas supriied by a non-ragistered foraign
natural or lezal person, the tax shall be gaid by an agen: who ensures suppiv of these
services in the domestic territory, or in case thers is no agent

- by the recaiver of
services.

Article 4. Location of Supply of Goods and Services

(1) Thae lecation of sugpiy of goeds and servicas shail be a critarion
dersrmining whether supcly of gceds and seriices nas ccoumred inoth
uLur't

(2) The lecaticn of suppiv of zoads shail Te the lcearion whers the
the mement of start of their delivery or suzziv o customer

2 zo0ds are &t

(3) The location of the supcly of serices shail be legal addrass or place of
residence of provider of services.

(4) For the following serices -

1) services in the feld of culrurs, ar, science, education, sgerts and the
like;

2) services connected with loading and storage, as well as transporiation
referred 10 in Part 6 of this Armicle;

3) services connected with valuazicn of itams and expert evaluation - the

location of supcly of service shall be the locaticn whers thev are
provided.

(3} The lecation of sugply services connectad with real esiate (including
services of expert evaluaticn, praparation for constructon, its ccerdination  and



supervsion and services of design companies) shall be the location where this real
estaie is locarad.

(6) The location of sugply of transgortation services shail oe the lecation
where the transporzation of goods and passengers takes piace.

(7) If the supplier of serce is not a person registered in the Republic of
Latvia, for the following serdces:

1) transfer of patents, copyright, trademarks and similar nighis at the
disposal and contral of other persons;

2) services connmectad with acdvemisin and public information and

orerations, including activitiss of advertising agants and 1gancles.

(¥F]
~—
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engineers, as we!l as legal econemic, technical and other types of

*

consultation with the help of other enterpnses,
4) dara processing,

5) suoply of information, also sharing of experience - legal or residential
address of a taxatie enterprise (eniregreneural company) receiving the
supplied service and trarsfering the tax to the budget shall be

considerad the location of the sugply of services.

(3) The location of supply of services when renting (leasing) goods from a
foreign natural or legal person shall be the location where the goods are used.

Article 5. Tax Rartes

(1) The tax rat2 shall be set at 13 % of the taxable value of supglies of goods
(including impors), services and sugplies for intzmal consumption.



(2) The tax rate of 0% shail be set for export sugeiles, intemational
ranspertation, as well as for services connected with expert supplies of goods n
accordance with Aricle 7 of this Law.

Chapter I
Exemptions and Relief
Article 6. Exemptions.
(1) The tax shail not be levied on the foilowing:
1} semvices of nursing tcmes:
2) services of dav-cars centers and indarzarans,
3) catering in penitentianies.
4) services of educational esizblishments direcly cornectad with the
process of education, including tuition at stats 2 and ‘ccal government an

and music schools;

5) services of training farms in cates ring for students at agriguitural

educational estabiishments;
6) services of public loranes;
7) wuition at private educarional estabiishments ace aditad by the stats,

8) visits to theaters, movies (axcept video), circus shows, concert acuviuss,
eveats in cultural establishments, visits to Museums, exhipitions,
zoalogical and batanical gardens, events for children and c charity avenis,

events of amaraur ars and $ports,
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9) medical services, supplies of medicine and medical gcods in accardance

with the list adopted by the Ministry of Weifars and apgroved by the
Ministry of Financs.

10) supglies of gold, coins and bank nctes to the Bark of Larva,

11) berming, lotteries and other types of gambling;

12) bucal services, and religious, rirual and other services provided by
religious organizaticns regisiersd in the Repubiic of Larvia provided
the have ac purpose of systematic gaining of prefiy

HI

13) insurance semvices sugciied v insurance COMpanies in actordance

sy
ancz Wil

the Law On [nsurance;

14) payments of individuals on apartment rent CONITACs signed, excapt

payments for rent of actels, motels and simular establishments;

15) specialized baby-foed in accordance with the Ust adgpted by the

Ministry of Welfare and approved by the Ministry of Finance,

16) scientific research financed by pubiic foundations, or by funding from

the state and local government budget, or intermational institutions;

17) the following goods and fnancial services:
a) extension of loans and their monitoring, as well as services connected

with loan guarantees or other financial guarantees and their
monitoring, except debt collection;

b) services of loan institutions connected with deposit and current
account operaticns, payments, transfers, debts, checks and other
negotiable instruments,
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¢) negotiable instruments and servicss connected with purchase or saie
of negotiabie instrurments in circulation, except items (monev, coins)
supplied for colleczon, or that contain precious metal

d) securities and capital invesuments, as well as services supplied at

purchase and saie of securities and capital investments;

18) humanitarian aid and gifts in accordance with the Catiner regulations,

but if said goods are soid, the tax shall be paid in aczordance with law:
19) consular servicss,

20) scheol beocks and scientic lieramurs, frst putiicaticns of werks al

original literature 1 Lacian anc uhiicaticns Sor chiicran pubiisied and

M)

printed in Latvia in aczordancs wil lists acogted by the Minisuy of

« Education and Science,
21) mass media registersd in the Reguciic of Lamia.

22) services provided by comparnies for joint processing and sale of
agricultural and fishery producss, as well as companies for joint usage
and maintenance of agriculural equipment, machizery and other tocis
(hereinafter - agricultural cooperatives) to farmers heldings that are act
taxable persons; '

23) sate of real estate, except sale or transier of an unused real estate tc its

owner after compledion of construction,

24) supplies of imporied geods not subject to customs duties in accordance
with Chapters 6 and 7 of the Law On Customs Duty (Tariffs) under a
procédure set by the Cabinet, except supplies of goods 10 which the 0%

rate of customs duty is applied.



25) fire-Aghting services provided by the Fireﬁghtiﬁg and Rescue Seriics
department of the Minisiry of Interor, frefighung sersices of
institutions, enterprises (entregreneunial companies) and organizaticns,
vo[untar;f firefighters’ unions and formarions of firefighting voiuntaers

e 3.

(2) A perscn supplying said services (cccds) may subject them to the tax by
regsiering at the State Revenue Service.

(3) Fixed assets imperted in the Repubiic of Latvia by a taxable person, shail
nct be subject to the tax on the border. [n case imported fixed assets do nct crear

distertions of competition in the country, for example, due to production of analogcus
fixed assets in Larda, the tax shall be written off. Otherwise the canceled tax shall be
collected from a person who has impored the fixed assets. The procadurs for tax
write-o and collection shall be derermined v the Cabiner reguiations. [D a raxztie
person sugelies goeds and servicss act subject to the fax in aczordance with Part 1oar
this Article, the tax may be writtan off oniv for the gertion of the tax that corraspends
to the ratic estatiished bv Part 3 of Asticle 10

Article 7. Application of 0% Rate to Exports and International
Transport -
(1) 0% tax rate shall be applied to
1) supplies of goods outside the Ragublic of Latvia,

2) services related to supplies of goods referred to in Paragraph 1 of this
Par;

3) supplies of services outside the domestic termtory;

4) suppiies of goods and servces related to supply and maintenance of
vessels that:

a) cperate on internaticnal shipping lines;
b) perform emergency and rescue missions, or provide assistance on
seq,



(2) If an agent representing a nacural ¢r legal persen of Lz
of gcods outside the borders of the Raputlic of Larda, 0% rate sh

5) delivery, reconstruction, repairs, maintenance, chartering and lease of
vessels referred to in Paragraoh 4 of this Part, and supplies and services
in this regard;

§) delivery, reconsiruction, repairs, maintenance, chartening and lease of

aircraft operating on internaconal routes, and suppiles and sericss in
this regard,

7) agent services ard servicss %or cargo handling of wansporiaticn vehicies
listed in Paragraphs 1-3 of this Par

8) on the basis of parity, goods and services supriied to digiomaric and

consular estabiishmen:s in the Resubiic of Larvia chair dizicrmatc an
consular agents and their underage amily members residing With mem

in accordance with the procedurs set by the Catizet

el

Az pro\. ides surrlies
a:l arely for the

agent on supplies of goods in accordance with the procedure set oy th Cai:'me:.

(3) To receive input tax refund, a VAT taxable person registered at the St
Ravenue Service shall submir documentary evidence substantaring that the su

L s

supcly

Ta
T2
.‘.'
Q1

geods or services referred to in Part 1 of this Asicle has oq:ur—ed

(4) The VAT amount paid by natural persons for goods (if their value exceeds

Ls 100) exported from the domestic territory shall be refunded in accordance with the
Cabinet regulations. -

(5) Ifataxable person that has sepplied goods or services in accordarce with
Part | of this Article cannot produce documents certifying to exporz, it shall be sugjec:
to the tax for goods and services supplied in accordance at the rate set by Parz 1,

-
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Chapter T

Procedure of Calculation and Payment of the Tax

Article 8. The VAT Invoice

(1) The supply of goods shall be deemed to have occurred if the goods have
besn shipped, and th: VAT invoice (hereinafter - tax inveice) has been filled out, or if
remuneration for the supply has besn recsived before the delivery of the gocds.

(2) The supeiy of services shail Je desmed o have occurrad if the servics has
besn srovided to a cusiomer, and 2 tax invoice has esn diled out, or [ remuneratcn
for the serice has been received Jefore the surciv of service

(3) Int2rmal consumpticn shall be desmed to have ccourrad if zoeds or services
have bSeen supplied or otherwise made availaie 10 the recipient. In such a case, the

dur/ of a taxabie person shall be to il cut a tax inveice ard perform recording of
intzmal censumption in the beoks.

(-1) A taxable person shall issue the :ax invoice in aczordance with Part 6 ¢

this Article for any taxable supply of goeds or services no later than 7 days afier \’.l"
dare of ransaction.

(3) A tax inveice shall be issued enly by a taxable person. Any amount of whe

VAT paid on a2 VAT invoice issuer of which had nc right to issue it, shall be
transferred by the issuer to the state budget.

(6) A VAT invoice shall include the following information:

1) the name (for a natural persen - name and last name), tegal or residential
address, and the code qumber of a person subject to the VAT,

2) the namie and address of the cecipient of geods or services (for a natural
person - name and last name), legzl or resicential address, as well as
the registration numter of an enterprise (entrepreneurial company)

rezistered in Larvia (for a nawural person - person D code numoer);



3) quantity and name of zoods, or the type and amcunt of service;
4) price and value of gceds, or remuneration for servces supplied;
5) the calculated tax amount;

6) the dare of supply of goads or services.

(7) A purchase recaipt recsived at 1 Tading company may also be used as a tax
invoice, if it contains information listed in Part 6 of this Aricle. If this information is
incomplers, a special form of recaipt shall be amached providing the missing
informaticn.

Article 9. Taxation Period

(1) The VAT taxation period shail 5e cne calendar menth.

(2) If the tax amount paid by an entarprise (entrepreneurial company) does act
exceed Ls 1800 for the pre-taxation year, the term for submission of a tax return and

taxaticn period may be thres menths or six months at a taxpayer’s request.

(3) In accordance with a request Tom a taxable persen in regards to seasonaiity
of economic activity, the Stats Revenue Service may establish other taxation pericd.

(4) The total of taxation periods in a calendar year shall form a taxation year.

Article 10. Input Tax Deduction and Calculation of the Tax Transferable to the
Budget

(1) Only a taxzable person, registered at the State Revenue Service, shall have

the right to deduct the following input tax amounts from the VAT transferable to the
budget:
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1) in the VAT wivoice filed sut in accordancs with Aricle 8 of this Law,
separately stared tax amount for goods and services a taxable person
has acquired from another person in the domestic territory to ensure its

taxable operations. In arder o take said deductons, the payment on the
VAT invoice shall be made;

2) amount of the VAT paid for goeds imparted into the demestic territory
to ensure its taxabie operations. In order to perform said deducicons, a
document of import certifying the tax payment shall be necessary,

where the taxable person is listed as a persen ordering the goods or as
imporzer.

(2) In regards to goeds (including imgerss) and services used for gerformancs
of the VAT-exemot transacticns listed in Aricle 5 of this Law, and in regards to any

ansactions of persons nct registered 2s raxatie gersens. the inpur tax shall ncr e
decducted. '

(3) A taxable person shall ensure recording in the books of the amounts of the
tax calculated and paid.

(4) If a taxable person has acquired goeds or services in the demestic termitory
from a person not subject to the tgx, the input tax on these goods and services shall
not be deducted, except cases referred to in Part 7 of thus Aricle.

(5) If a taxable person uses only part of goods and services supplied to
perform taxable transactions, the imput tax may be deducted for thus part. This part
(proportion) shall be determined by the following estimation:

in the numerator - the amount of taxabie value without the tax on transactions
(including exports) subject to the tax and cases referred to in Part 7 of this Arricle,

in the denominator:

the amount of total value of transacticns without the tax (the transactions
included in the numerator and the VAT-exemgt transactions).

(6) Legal and natural persons producing agricultural products and that are not
registered at the State Revenue Service as taxable persons (for the purposes of Parts
7,8 and 9 of this Article, hereinafier - farmers holdings), when selling self-produced
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products to fcod processing plants or cooperatives, if said plants or cooperatives are
taxabie persons, and when presenting a ceruficate issued by the State Revenue Service,
shall receive payment for their groduce, including the campensation for the tax gaid on
purchase of gocds and services for producton purposes in the amount set by Pars 8

and 9 of this Artcle. The provisions of this Part shall also apply to agricultural
cooperatives if they:

1) are not taxable persons;

2) pay the recetved compensation to farmers holdings.

(7) The compensation for farmers holdings referrad to in Parz 6 of this Amicle
shail be set n the amount of 13% Tom the value of the produce supplied. A food
processing plant mav reducs the tax amcunt pavabie mto the state budgs: for the
compensaticn amount set by this Part in irs tax cerum for the respeciive taxation veer
The dury of said enterprises shail se to perfcrm recording of farmers heldings and
provide information on the produce supelied to a Stats Ravenue Servics establisnment
that has issued the certificate referred to in Par § of this Article.

(3) If 2 food plant purchases produce fom farmers heldiags for value {without
the ccmpensation for the tax paid) that is higher or lower than its supply value for
which analogous products from taxabie persons are acquired, they shall lose the nighs
to relief provided by Part 7 of this Article.

(9) The State Revenue Service shall issue a cerificate to farmers holdings for
sale of their products to the effect that the respective farm s a person not subject to
the tax and it is entitled to the rdght to receive compensation for the tax pad on
acquisition of goods to ensure the production procass in the amount set by Part 7 of
this Article. In order to receive the certficate the respective farm shall submit a
regisiration certificate of a farmers holding or a certification from the respective local
government on the title to land, or the right to use it.

Article 11. Tax Return.

(1) A registered taxable person shall, within 15 days afier the end of the
taxation pericd, submit a tax rerurn to the State Revenue Service for the previous
taxation pericd with the tax calculations for the previcus taxation period.
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(2) The State Revenue Service may request a taxable person o fil out a tax

return also at any other tme, if it considers it necessary, but no more Fequently than
ance a quarter, :

(3) A registered taxable person shall submit the tax return to the Stare
evenue Service by April | of the current year for the pre-taxation year; the form of
said return shall be approved by the Cabinet in accaordance with this Law,

Article 12. Procedure of Transfer of the Tax

(1) Taxable person shall transfer the VAT to the statz budge: befors
sutmission of the tax resum in accordanca with Article |1 of this Law

(2} When imperting gceds into the domestic tertitory, the tax shail Ye paid in
accordances with the procedurs ser by cusioms lemislazion.

(3) When selling gcods (processed or unprocassed) imperiad into the domestic
teritery for which the tax has not been paid on the border at 2 cusioms establishment,

a taxable person shall pay the tax in accordance with the procedure provided by this
Law.

(4) When importing goods, the person filling out the customs declaration shall
state the tax rate and amount or a separate line in a customs declararicn.

(3) If goods are tax-exempt when imported in accordance with Article 6 and if
customs establishment makes a mark of the fact thar the tax is not collected, the
importer shall not have the right to input tax deduction for that amount.

(8) If a tax return for a tax payment period has been duly submitted in correct
form, and it shows the amount of input tax paid for a taxation period is larger than the
amount of the tax transferable to the budget for this period, the excess amount of the
VAT paid for this period shall be carried forward to the post-taxation peried.

(7) The State Revenue Service shall refund any excess tax payment (the
difference between the tax pavable and the input tax paid) at a substantiated request of
a registered taxable person within 15 days of submission of the claim. The refund may
be made only if tax returns for the previous taxation periods have been received and
checked and there is no tax debt.
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(8) The tax shall become coilecdbie by enforceable measures after the end of
the taxadon period.

Chapter IV,

Special Provisions

Article 13. Services of Travel Companies and Agencies

(1) The taxshail apply to serices of wave! (teunsm) companies and agencies
if the travel ccmpany or agency operates an its own behalf and uses the goeds and
services supplied by other persons to ensura the supply of ravel servicss.

(2) All the servicas performed 5v a domestc travel comgany or agency in
conneczon with travel shall be traarad as ore single service supclied 0 a traveler by
agency. Thus service shall be taxatle.

(3) For services of travel companies or agencies, the taxabie value shall be the
difference berwesn the total amount (excluding the tax) pad by a recaiver of the

service (traveler) and actual expenditures for geods and senvices supplied to tavel
companies or agencies by other taxable persons.

(4) The services of travel companies or agencies shall be tax-exempt in
accordance with Article 7, if

4

1} supplies of goods and services connected with travel take place beyond
the border of the Republic of Latvia,

2) air and sea transportation connected with travel is crossing the border; or

3) air and sea transportation takss place only beyond the border of the
Republic of Latvia.
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(5) If the services of tavel companies or agencies are supplied hoth in the
domestic territory and outside it, only the part of service which is connected with
transacdons beyond the border of the Republic of Latvia shall be tax-exempt.

Article 14. Full or Partial Change of Ownership, Liquidation of an Enterprise

(1) If by sale of an individual, state-qwned or local government enterprise, its
new owrer takes over all the rights and. liabilities for the purpose of continuing its

economic acavity, its assets, including inventory produced for sale, its raw materials
and other stock shall not be subject to the tax.

(2) When transferring a state-gwned or other type of anterprise on a lease with
rights of acquisition, the lease payvments for the use of real estate, as well as the
acguisition payment for fixed assers for the gurpose of ensuring entrepraneurial actvics
shall not be subject to the tax.

(3) If an enterprise that was aever a taxable person during its time of operation
is liquidated, then sale or transfer of its assers shall aot be subjecst 1o the fax.

(4) If an enterprise that has been (or was required to be) a taxable person
during its ime of operation is liquidated, the tax on the goods supplied and on intemal
consumption shall be calculated and paid in accordance with this Law. In these cases
the person or persons performing liquidation of the enterprise shall submit a VAT tax
return to the State Revenue Service at the location of liquidators. An enterprise shall
have the right to deduct from the amount of the VAT transferrable to the budget the
part of the tax paid by November 1, 1993 on the remaining value of the fixed assets

acquired. The provisions of this Paragraph shall not .apply to fixed assets acquired
without paying the VAT,

Chapter V.

Closing Provisions

Article 15, Liability for Violations of This Law
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(1) Liability of a taxable berson for failure to pay the tax duly and correcty
shall be determined in accordance with legislative acts of the Republic of Latvia.

(2) If taxable value is concaaled, or the amount of the tax is not calculated and

stated in a tax return correctly, penaltes shall be applied in accordance with the law
On Terxces and Fees.

3) If 2 taxable person has failed to register in accordance with the provisions
of Artcle 3 of this Law, but it performs taxable transactions, the person shall be

subject to the tax and fine payments from the date it was required to register in
accordance with this Law.

(4) If a taxable person unlawfully issues a tax invoice, recetves the VAT it is
not entitled to, or intenticnally performs other activities prohibited by this Law, the
State Revenue Service shall have the right, under a non-dispute procedure, to collect
the tax amount unlawfuily cashed bv enfercibie measures and collect a fine in the
amount of 200% of the tax amount unlawtuilv cashed.

Article 15, Dispute Settiement

Disputes regarding the tax calculation shall be settled in accordance with law.

Transition Provisions

1. With this Law taking effect, the following shall become ineffective:

1) the Law of the Republic of Latvia On Turnover Tax, dated December 18,
1991 (LR AP and Valdibas Zinotajs, No 29/51, 1992, No 1/2/; 20/21, 24/25; 31, 1995,
No 2, 1994) and the Cabinet, Ministry of Finance and the State Revenue Service

regulations, instructions and letters. regulating the application of the law On Turnover °
Tax;

2) Decision of the Supreme Council of the Republic of Latvia On Procedure of
the Law of the Republic of Latrvia On Turnover Tax Becoming Effective, dated
December 19, 1991 (Zinotajs, No 2, 1992),
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3) Decision of the Supreme Council of the Republic of Latvia On Procedure of
the Law On Amendments and Additions to the Law of the Republic of Latvia On

Turnover Tax Dated December 18, 1991, Becoming Effective, dated February 12,
1992 (Zinotajs, No 10, 1992);

4) Decision of the Supreme Council of the Republic of Latvia On Procedure of
the Law On Amendments to the Law of the Republic of Larvia On Turnover Tax Dated

December 18, 1991, Becoming Effective, dated June 1, 1993. (Zinotajs, No 24,
1993}, : '

5) Decision of the Presidium of the Supreme Council of the Republic of Larvia,
dated July 10, 1992 On Explanation of the Term ‘Travel Services' Used in the Law of
the Republic of Latvia On Turnover Tax, dated December [9, 1991,

6) Decision of the Presidium of the Supreme Council of the Repubiic of Latvia,
dated November 12, 1992 On Explanation of the Term ‘Services and Work for
Remuneration’ for Budget Organizations and Establishments as Used in the Law of

the Republic of Larvia On Turnover Tax, dated Decam_ber 19, 199! (Zinctays, No 36,
1992).

2. With this Law taking effect, the turnover tax taxpayers regisiered at the
State Ravenue Service shall be cansidered VAT taxable persons.

3. Provisions of the Law regulated by the Cabinet regulations shall mot apply
before the adoption of the respective Cabinet regulations.

4. Turnover tax taxpayers that have the right not to register as VAT taxable
persons in accordance with Article 3 of this Law, may announce their refusal to make
further tax payments by Aprl 1, 1995.

The Law shall become effective May 1, 1995.
The Law has been adopted by the Saeima on March 9, 1993
President,

Republic of Latvia . G. Ulmarus



