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The Saeima’ has adopted and
the President has proclaimed the following Law:

On Value Added Tax

Chapter |
General Provisions

Section 1 Terms Used in this Law

The following terms are used in this Law:

1) goods— any thing (property) exchanged by the ownerebkfor consideration,
unless otherwise prescribed in this Law;

2) supply of goods— a transaction, which is manifested as the teansf the
property rights of a thing to another person, sat the or she may act with the thing
(property). The sale of immovable property or pigsts, as well as transactions which are
performed in accordance with concluded hire-purehdsasing) contracts shall also be
considered as the supply of goods;

! The Parliament of the Republic of Latvia

Translationo 2005 TulkoSanas un termingif@as centrs (Translation and Terminology Centre)

e



3) supply of services- a transaction, which is not the supply of goatithin the
meaning of Clause 2 of this Section, but is:

a) an activity which a person performs within tleoge of his or her
economic activity, also self-employed person ati&si

b) the selling (transfer) of intangible propertytéingible values and
rights);

c) the obligation to refrain from some activity action or to allow some
activity or action;

d) the leasing of property; and

e) the transfer of immovable property to the owtlezreof after the
completion of construction work;

4) consideration — monetary value of goods and services, whichsthgplier or
the provider of services receives, or which hehw are to receive, from a purchaser or
other person as payment (including excise duty @hdr taxes and fees) for supply of
goods or supply of services, irrespective of whetie payment is made in full or
partially;

5) home consumption— the supply of goods or the supply of servicesaro
entrepreneur, his or her family members, employaad other persons without
consideration if it is not an economic activitytbé taxable person;

6) economic activity — any activity for consideration, which is not pant for
employment by an employer, or other considerationah employee, from which
mandatory State social security payments and palsorome tax is calculated,;

7) a person taxable with the value added tax (hereintdr — taxable person)—

a natural or legal person and groups of the persgfesred to who are bound by contract
or agreement, or representatives of such groups,arh registered in the State Revenue
Service Register of Value Added Tax Taxable Persons

8) inland — the customs territory of the Republic of Latvia;

9) input value added tax— the value added tax sum which:

a) is indicated on written value added tax invoit@msa taxable person
regarding goods acquired or services received Burenhis or her economic
activity,

b) is calculated regarding the acquisition of goodshe territory of the
European Union, on the basis of written value ad@edinvoices for a taxable
person by other Member States of the European Ufhemeinafter — other
Member States),

c) is calculated for services received in the teryi of the European Union
or inland, on the basis of written value addeditawices for a taxable person by
other Member States or written invoices in theitigny of the European Union by
non-registered persons,

d) payment in advance for goods or services,

e) payments to the customs authority for goods mepanland, and

f) paid out as compensation to a farm in accordavite Section 13. of
this Law;

10) agent— a person who participates in the supply of ses/or in the supply of
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goods without becoming the owner of such goodsyder to realise the interests of other
persons in transactions regarding the supply ofdgoar the supply of services, and
receives consideration only for intermediary sexsjc

11) budget authorities — State and local government institutions and
organisations, the maintaining of which are finahfrem the State budget or the budgets
of local governments;

12) market value where goods are supplied or servicesrqvided -
consideration for goods or services, on the assomfitat the goods are supplied, or the
services are provided, in order to make a profit;

13) customs value— a value, which is determined in accordance vagulatory
enactments in customs matters;

14) [20 December 2004]

15) [20 December 2004]

16) unused immovable property

a) newly built buildings or structures (also statioy equipment installed
therein), if such are not utilised, rented or |ebafter being approved for use,

b) newly built buildings or structures, if such ad within one year after
being approved for use, regardless of the formheirtutilisation until the time
they are sold,

¢) buildings or structures if such are sold withire year after renovation,
reconstruction or restoration work has been acdepied

d) objects the construction of which is not comgdiet
17)import of goods— the importation of goods for inland from thirduntries or

third territories;

18) [20 December 2004]

19) agricultural products processing undertakings

a) undertakings (companies) which perform the ahifprocessing of
agricultural products (including integrated dairgdertakings, integrated meat
processing undertakings, integrated preserved dioodertakings, grain processing
plants, sugar refineries),

b) feedstuff production undertakings (companiesictviprocess acquired
unprocessed agricultural products, and

) [11 March 2004];

20) co-operative societies- agricultural and fishing co-operative societias,
well as flat owner co-operative societies.

21) hire-purchase (leasing)— a supply of goods transaction in which the lesso
on the basis of an entered into hire-purchaseifigasontract, for a specified time period
and for the leasing payments specified in the emhtrtransfers for use to the lessee a
particular good (object of the lease), providingifothe hire-purchase (leasing) contract
that the object of the lease shall devolve to theership of the lessee if the lessee has
performed all payments specified in the contract;

22) crediting of leasing— [11 March 2004]

23) territory of the European Union — the territory of the Member States of the
European Union, which is specified in Article 299 the Treaty establishing the
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European Community;

24) third territory — territory of European Union Member States to cluhin
accordance with Article 299 of the Treaty estalsighthe European Community, the
Treaty establishing the European Community doesappty, as well as the following
territories of European Union Member States:

a) Federal Republic of Germany — the Island of gtdtind, the territory of

Buesingen,

b) Kingdom of Spain — Ceuta, Melillthe Canary Islands,

¢) Republic of Italy — Livigno, Campione d'ltalide Italian waters of
Lake Lugano,

d) French Republic — the overseas departments, and

e) Hellenic Republic — Mount Athos;

25)third country — states that are not member states of the Eundgeian;

26) a person not taxable with the value added tax (hemeafter — non-taxable
person) — a person who does not conform to the conditmfn€lause 7 of this Section
and whose legal address or declared place of resede the Republic of Latvia,

27)other Member State taxable person- a person who in a relevant transaction
utilises (uses) a registration number from anoliember State Register of Value Added
Tax Taxable Persons;

28) other Member State non-taxable persor- a person who is not registered as
a taxable person in one of the Member States oEtlhepean Union and whose legal
address or declared place of residence is in anbtbmber State of the European Union;

29) export of goods— the exportation of goods for inland from thir@uatries or
third territories;

30) means of transport:

a) a motorised land vehicles, the volume of tliomof which is greater
than 48 cubic centimetres or capacity is greaten th2 kilowatts,

b) a ship or other floating craft, which is longlean 7.5 metres, and

c) an aircraft, which is used less than threethmor has flown less than
40 hours;

31) new means of transport:

a) a motorised land vehicles, which has been lessdthan six months or
has travelled less than 6000 kilometres,

b) a ship or other floating craft, which has bemsed for less than three
months or has sailed for less than 100 hours, and

c) an aircraft, which has been used for less these months or has flown
for less than 40 hours;

32) supply of goods in theterritory of the European Union — the supply of
goods if the goods are dispatched from inland erti@nsported to another Member State
of the European Union and the dispatch or tranaport of such goods is ensured by the
supplier of goods or receiver of the goods, orialtherson on behalf of the supplier of
goods or receiver of the goods;

33) distance supply of goods in thderritory of the European Union — the
supply of goods by a taxable person to a persamother Member State, who has not
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registered in the receipt of goods state as a pdes@ble with value added tax, and the
dispatching or transportation of such goods is extsby the supplier or a third person in
the name of the supplier of the goods;

34) acquisition of goodsin the territory of the European Union — the receipt of
goods inland from another Member State if the didpar transportation of goods from
another Member State is ensured by the suppligootls or receiver of the goods, or a
third person on behalf of the supplier of goodseaeiver of the goods;

35) triangular transactions — the supply of goods in the territory of the Eagan
Union in which three persons are involved, morepeach of them is registered as a
person taxable with value added tax in another Merfitate;

36) goods transport services in the territory of the Ewopean Union — goods
transport services if the loading and unloading@bds takes place in various Member
States of the European Union; and

37) non-registered person in the territory of the Eurogean Union— a person
registered in a third country or third territoryhieh has not registered as a person taxable
with value added tax in any of the Member Statehe®fEuropean Union.

[13 November 1997; 15 April 1999; 23 November 2000; 6 November 2003; 11 March
2004; 20 December 2004]

Section 2  Transactions on which Value Added Tax shall be Impsed and the
Taxable Value Thereof

(1) [11 March 2004]
(2) Transactions performed within economic actégton which value added tax (herein
after — tax) shall be imposed (hereinafter — taxatainsactions) are the following:

1) supply of goods for consideration, also homesoamption;

2) supply of services for consideration, also h@mesumption; and

3) importation of goods.
(21 Transactions, which are referred to in Sectiomfléis Law shall also be deemed to
be taxable transactions in the territory of thedpaan Union.
(3) The norms of this Law which regulate the amtlimn of taxes to the supply of goods
or supply of services shall be applied to home gonion as a taxable transaction if this
Law does not prescribe otherwise.
(4) The taxable value of supply of goods or supgfl\service transactions shall be the
monetary market value of the goods supplied orisesvprovided without value added
tax.
(5) In the value of the supply of goods shall disoincluded all additional payments
(including agency services, insurance, packagimgteansportation), as well as customs
duty, natural resources tax, excise duty and dthers and fees if this has been provided
for in concrete regulatory enactments, except &ue added tax.
(6) If the supply of the container has not beerculated or charged for, its value shall
not be included in the value of the supply of goods
(6') Deposit payments on reusable packaging, whichspscified in regulatory
enactments shall be included in the taxable valilkeogoods.
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(7) In the value of services shall be includedcalsts, as well as all taxes and other
mandatory payments which are associated with tpplgwf such services, except for
value added tax.

(8) The taxable value of import of goods transaxgishall include the customs value of
the imported goods, the goods transport serviceevabm the border of the European
Union to the receiver of the goods (or the firgnshipment location in the customs
territory of the Republic of Latvia indicated inethgoods transport accompanying
documents), calculated customs duty, calculatedsexaduty and other calculated taxes
and fees if such is provided for in particular fegory enactments, except for value
added tax, as well as includes the value of théces referred to in Section 7, Paragraph
one, Clause 2 of this Law if it has not been inellith the customs duty.

(8") Deferred excise duty payments, which are apghedccordance with the Law On
Excise Duty shall not be included in the taxableigaf the goods.

(9) The taxable value of home consumption transastishall be the cost price of the
goods supplied or services provided.

(10) The taxable value of exchange and accountiagsactions shall be the goods or
service market price at the time of the supplyhefgoods or provision of the service.
(11) The value of agency services provided by aanagvho is taxable shall be
considered the agency consideration.

(12) [22 November 2001]

(13) If person who provides agency services receivk payment for supply of goods or
supply of services and in his or her own name ssutax invoice, such person shall be
considered a supplier of goods or provider of sewi and the value of the goods
supplied or services provided shall be taxableifprescribed otherwise in this Law.

(14) [11 March 2004]

(15) For transactions with used property, art woddllectable articles and antiquities,
the tax shall be applied according to the procexdspecified by the Cabinet.

(16) [6 November 2003]

(17) If buildings or structures are sold within oyear after renovation, reconstruction or
restoration work has been accepted, tax shall Ipéeapto the difference between the
selling price of the building or the constructiondathe value of such building or
construction before the commencement of renovatergnstruction or restoration work.
(179 If unfinished construction objects are sold, &hall be applied to the difference
between the sale value of the object and its attiuis/alue.

(18) The taxable value of a hire-purchase (leasirag)saction shall be the market value
of the object of the lease at the time of enteiimg the contract, as well as all the
supplementary payments specified in the contracem for credit interest.

(19) In leasing transactions the taxable valuel dfealall the payments specified in the
leasing contract.

(20) If a person exports, in accordance with regmaenactments in customs matters,
goods from inland for processing or treatment itinied country or third territory, and
afterwards imports them again inland, the taxableer of the goods shall be the value of
the processing or treatment service provided.

(21) Paragraph thirteen of this Section shall roapplied to:
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1) housing administrations, building administraiprowners of buildings and
other persons who receive payments for publictytdervices together with value added
tax and fully transfer such to undertakings (conmgsnwhich have provided the public
utility services. In such case, tax shall be imposa the value of the services of the
cashier.

2) tourist (travel) firms and agents who receivenfrtourists payments for the
total value of travel vouchers, in which is inclddaso the value of services provided by
other persons (including hotel, transport and pubditering undertakings) together with
value added tax if the services referred to areigenl by taxable persons and transfer the
received payments to the relevant providers ofisesv Tax shall be imposed on the
services provided by the tourist (travel) firm agency itself (including the formation of
travel packages and the publishing of advertisenghlets);

3) persons who provide shipping agent servicegjedlsas freight carriage agents;

4) persons who provide the following services t@iR#ic of Latvia international
road carrier undertakings (companies):

a) completion of permits for carriage of oversized over normal weight
freight to foreign states,

b) formation of visas for road carriers, and

c) distribution of foreign fuel credit cards;
5) undertakings (companies) which perform agencyises by selling:

a) tickets for regular carriage of passengers,

b) pre-paid cards,

C) insurance policies,

d) gift cards,

e) lottery tickets, and

f) entry tickets to cultural and sporting eventsil a

6) persons who provide other taxable persons witdss media subscription
services.

(22) The norms of this Law shall not apply to theaitive functions of the State
performed by budget authorities (including collentof taxes, fees and fines).

[ 13 November 1997; 15 April 1999; 23 November 2000; 22 November 2001; 6 November
2003; 11 March 2004; 7 April 2004; 20 December 2004]

Section 3 Persons Taxable with Value Added Tax and their Regtration

(1) The registration of persons in the State Rege3ervice Register of Value Added Tax
Taxable Persons shall be performed in compliande the following conditions:

1) natural persons shall be registered accordingh&r declared place of
residence;

2) legal persons shall be registered accordingedw tegal address;

3) partnerships shall be registered according ® dddress recorded in the
Enterprise Register;

4) if a group of persons perform joint economiawatyt on the basis of a contract,
a natural person authorised by such a group obpsrshall be registered according to his
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or her declared place of residence; and

5) if any other Member State person or person egistered in the territory of the
European Union performs one or more taxable trdiwgsecinland, one of the following
persons shall be registered:
a) any other Member State person or a person rgpsteeed in the
territory of the European Union — in one of thecela where the transaction is
carried out in the Republic of Latvia, or
b) their authorised person in the Republic of Latwi according to the
legal address or declared place of residence &f gecson.
(1Y) The State Revenue Service has the right to taklecision regarding refusal to
register a person in the Register of Value Added Tlaxable Persons if such person:

1) cannot be reached at the legal address orrddgdace of residence indicated
by him or her; or

2) after a request from the State Revenue Serdaes not submit information or
submits false information regarding the material ggchnical and financial possibilities
of performing the declared business.
(1% Registration with the State Revenue Service Regixf Value Added Tax Taxable
Persons for transactions in the territory of thedpean Union is determined by Section
26 of this Law.
(2) A budget authority shall with the State ReveBeevice Register of Value Added Tax
Taxable Persons if such an authority performs t@xethnsactions and such transactions
may create significant competition distortion. Tegistration of a budget authority shall
be mandatory if it:

1) provides telecommunication services;

2) supplies goods (including water, gas, eledyrigteam and heating);

3) provides goods transport services;

4) provides port or airport services;

5) provides public passenger transport services;

6) performs agricultural intervention transactioimsplementing the condition of
regulations regarding the organisation of a comamgmnicultural product market;

7) organises fairs and trade exhibitions;

8) provides warehousing services;

9) provides television and radio services of amemtial nature;

10) provides tourism services;

11) provides advertising services of a commercédlre;

12) provides public catering services (taking iatcount the exemptions referred
to in Section 6, Paragraph one of this Law);

13) supplies goods for the personal use of emplayand

14) provides leasing services.
(3) In commencing the performance of taxable tratgas natural or legal persons and
groups of such persons bound by a contract or agmee or by representatives of such
groups, shall register with the State Revenue SerWegister of Value Added Tax
Taxable Persons.
(4) [31 December 2001]
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(5) If the total value of taxable transactions igatrout by natural or legal persons and
groups of such persons bound by contract or agneeroe by representatives of such
groups, has not exceeded the sum of 10 000 latsegdtire preceding 12 months, such
persons, groups and their representatives haveighe not to register with the State
Revenue Service Register of Value Added Tax Tax&elesons. The norm referred to
shall also be applied to budget authorities. Thzsson who utilise the rights provided
for in this Section have a duty to not later thathin a period of 30 days after reaching
or exceeding the referred to sum to register vhth $tate Revenue Service Register of
Value Added Tax Taxable Persons.

(5Y If natural or legal persons and groups or thefiresentatives associated by contract
or agreement with such persons, within a periotizmonths, have performed only one
taxable supply of goods or provided only one tagadarvice, the value of which reaches
or exceeds 10 000 lats, or as result of this tictigathe total taxable value performed
within a period of 12 months has reached or exa&0e000 lats, they have the right not
to register with the State Revenue Service as abtaxperson, if this transaction is not
associated with the economic activities of the pesgeferred to.

(5) If the transaction referred to Sectiohds this Section within the period of the next
12 months is repeated, then the persons, nottleearwithin a period of one month after
the performance such a repeated transaction, relggdter with the State Revenue Service
as a taxable person.

(6) [20 December 2004]

(7) A person shall be considered as registeretienState Revenue Service Register of
Value Added Tax Taxable Persons on the day whearhshe has been issued with a
taxpayer registration certificate.

(8) A taxable person may apply to the State Rev&areice with a submission regarding
their exclusion from the register of taxpayers eatlier than one year after the time of
registration, if it is not prescribed otherwisethins Section.

(8") The State Revenue Service has the right, in decme with the procedures specified
by the Cabinet, to exclude a person from the regist taxpayers earlier than one year
after the time of registration, if:

1) the relevant undertaking (company) has beendajed or reorganised;

2) the taxable person within a period of one maoafter the time period for
submission of tax declarations specified by lawsdoet submit a tax declaration, in the
tax declaration has provided false informationfaliowing a written request from the tax
administration has not provided documents for iegifon of tax calculations; and

3) the State Revenue Service in accordance withidpe85 of the Law On Taxes

and Fees has submitted to the Enterprise Registep@sal regarding the deletion of the
taxpayer from the Enterprise Register.
(8% A taxable person shall be considered to be eeciftom the register of taxpayers,
commencing from the day when the State Revenuec®eas published a notice in the
newspaperlLatvijas Vestnesis [the official Gazette of the Government of Latvia]
regarding the cancellation of the taxable persoedgstration certificate. In the case of
liquidation, the taxable person shall be deemedédodeleted from the register of
taxpayers commencing from the day of the end ofitjuedation.
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(8%) A taxable person whom the State Revenue Sendseekcluded from the register of
taxpayers in accordance with Paragraphs eight shall calculate the residual value of
fixed assets, as well as the material value ofrémeainder of existing goods for which
the paid tax has been deducted as input value addednd shall pay the calculated tax
from this value into the State budget not latenthathin a period of 30 days from the
day of exclusion.

(8% A person who is deleted from the register of apays in accordance with Paragraph
8!, Clause 2 of this Section shall again registethia register of taxpayers after the
submission in good time of the declaration not sitiiech and the payment of the of the
tax amounts to be paid into budget indicated irhgax declaration, the increase in the
basic debt and fines for late payments, as wdihas calculated for the non-submission
of the tax declaration in good time.

(9) [23 November 2000]

(10) If a person not registered in the territorytteé European Union, who does not have
a specific location for the performance of econoagtivities or commercial activities in
the Republic of Latvia, performs one or more tagafphnsactions inland, such person
shall become registered, pursuant to the proceduesscribed in Paragraph one of this
Section, with the State Revenue Service as a texadison, shall have value added tax
calculated and shall pay the tax into the budgespective of the value of the taxable
transaction. The norm referred to shall not be iadpio those persons not registered in
the territory of the European Union, which provitdand the services referred to in
Section 4, Paragraph seven of this Law.

(11) [11 March 2004]

(12) If a person from another Member State or @@emnot registered in the territory of
the European Union in an inland customs warehoufe® zone performs only supply of
goods transactions with goods, which are not Conityigoods, as well as with such
Community goods for which the export procedure hasn commenced, such persons
need not register in the State Revenue Servicesiegdf Value Added Tax Taxable
Persons.

[25 April 1996; 13 November 1997; 15 April 1999; 25 November 1999; 23 November
2000; 22 November 2001; 20 June 2003; 6 November 2003; 11 March 2004; 7 April
2004; 20 December 2004]

Section 4 Place of Supply of Goods and Supply of Services

(1) The place of supply of goods and supply of isessshall be determined pursuant to
this Section.
(1Y) Transactions in the territory of the Europeanduini

1) the place of acquisition of goods and supplys@ifvices shall be determined
pursuant to this Section if Chapter VI of this Ldaes not specify otherwise; and

2) the place of supply of goods in the territorytioé European Union and the
place of import of goods shall be determined iroedance with Chapter VI of this Law.
(2) The place of supply of goods:

1) if the goods are dispatched or transportedyatl e the place where the goods
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are located when the dispatching or transportatfdhe goods is commenced,;

2) if the goods are not dispatched or transpoitezhall be the place, which the
goods are located at the time of supply;

3) if the goods are supplied to ships, aircraftt@ins for further sale to
passengers during the time of conveyance, it $leathe place where the conveyance of
passengers is commenced,;

4) if the goods are assembled or installed, itlsyeathe place where the goods are
assembled or erected,

5) if a person is supplied with natural gas or ®ieity, it shall be the place of
registration of economic activity or commercialigity or the legal address if:

a) the natural gas is supplied to such persoisiatyl a distribution system,

b) the economic activity or commercial activity sfich person is the
buying of natural gas and electricity goods andlessor

c) the consumption of natural gas or electricity such person is
negligible; and

6) if natural gas is supplied utilising a distrilout system, or electricity and the
supply thereof and Clause 5 of this Paragraph doeapply, it shall be the place where
such goods are consumed.

(3) The legal address or declared place of resel@nthe provider of services shall be
considered the place of supply of services if 8estion does not specify otherwise.

(4) The place of supply of services shall be thec@lwhere the following services are
provided.

1) cultural, artistic, educational, scientific, sigoand other services of a similar
nature, as well as the organisation of such events;

2) the re-loading and storage of goods, as wetlithsr services associated with
transportation; and

3) services associated with moveable (corporeat)gsh (property) (including
valuation, repair and maintenance), except fote¢heing of such things.

(5) The place of supply of services related to imatide property (including expert and
architect services, and preparation, co-ordinatind supervision of construction work
services), shall be the place where such propgsituated.

(6) The place of provision of transportation seegicshall be the place where
transportation occurs. The place of the provisibpassenger services shall be the place
where the conveyance of passengers occurs, obgghendistances travelled inland and
in other states. For transportation services thatagsociated with the export of goods,
import of goods and carriage of transit, the plaiceupply of services shall not be inland.
(7) The legal address of the recipient of serviteal be deemed the place of supply of
services for such services if the taxable persmviges such services to any other
Member State person who performs economic actsyitie person not registered in the
territory of the European Union:

1) the granting, or transferring to other persansghts of disposition and control
regarding patents, copyrights, licences, trademamnkissimilar rights;

2) services related to advertising or public atfivi also, activity of advertising
agents and advertising agencies;
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3) legal (also advocacy, notary), accounting, aoglitconsultation, translation,
expert-examination, engineering, market surveyrandagement activities, as well as the
activities of the patent office;

4) data processing;

5) provision of information — also, exchange of exgence;

6) services supplied in order to provide personpetparation and training of
such personnel excepted;

7) lease of things, except lease of immovable ptg@ad transport vehicles;

8) telecommunication services;

9) services of an intermediary agent if the intedimg/ agent participates in the
provision of the services referred to in this Paapb;

10) radio and television broadcasting services;

11) services provide electronically, including:

a) supply of electronic network programs, maiatese and service of
electronic networks, and the maintenance of progranad equipment at a distance,

b) supply and up-dating of databases and software

c) supply of images, texts and information, eimguaccess to databases,

d) supply of music recordings, films, games (udohg games of chance
and gambling);

e) supply of various reportages (including poditj cultural, art, sports,
science and entertainment broadcasts and eventk); a

f) distance learning;

12) financial and insurance transactions, includ@gnsurance, but excepting the
hire and lease of safes; and

13) provision of access to electricity and natgas distribution systems, as well
as transfer and distribution services and othexctly associated services.

(7Y The place of the provision of the services reféno in Paragraph seven, Clause 11
of this Section shall be inland if a person notisegged in the territory of the European
Union provides such services to non-taxable pemba does not perform economic
activities.

(8) The place of supply of services in respect udrgntee repairs of goods shall be the
legal address of the giver of the guarantee.

(9) [13 November 1997]

(10) [11 March 2004]

[25 April 1996; 13 November 1997; 15 April 1999; 25 November 1999; 23 November
2000; 1 March 2001; 6 November 2003; 11 March 2004; 20 December 2004]

Section 5 Tax Rates

(1) A tax rate in the amount of 18 per cent is deieed for taxable transactions, if this
Law does not specify otherwise.

(2) A tax rate in the amount of O per cent is deteed for taxable transactions in
accordance with Section 7, 13, 28, 33 and 34 eflthiv.

(3) A tax rate in the amount of 5 per cent is daieed for taxable transactions in
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accordance with Section’@®f this Law.
[13 November 1997; 23 November 2000; 22 November 2001; 18 December 2003; 11
March 2004; 20 December 2004]

Chapter I
Exemptions and Relief

Section 6 Exemptions

(1) Tax shall not be imposed on the following siggpbf goods and services:

1) services (including catering) which are provididretirement or old people’s
homes, welfare and rehabilitation centres and apsed welfare centres or homes,
which are fully or partly financed from the Statediget or budgets of local governments;

2) fees for children attending pre-school instaos;

3) catering services, which are financed from tketeSbudget and provided in
corrective institutions and places of imprisonment;

4) registration of educational, preparatory couraad admittance documents
services, which are provided by State and locakguwent educational institutions, and
State-accredited private educational institutiomspérsons who acquire an accredited
educational programme, as well as catering serviedsch are provided by such
educational institutions. The exemption referred dioall also be applied to the
educational services, which educational institigi@msure for other State educational
institutions;

5) fees for professional training or retraining thie unemployed, which is
organised by the State Employment Service;

6) [11 March 2004]

7) [13 November 1997]

8) the following cultural events, including enteek for such events:

a) theatre and circus shows,

b) concerts and performances in cultural institgjo

c) library services;

d) activities of museums, exhibitions, zoos andbimial gardens, and

e) performances for children, performances of aoraarts groups and for
charitable purposes;

9) [1 May 2004]

9') medical services and services associated withiaaedervices, which are
necessary in order to ensure the provision of naédservices according to a list
approved by the Cabinet;

9?) supply of human organs, mother's milk and huniandy

10) supplies of gold, coins and bank notes to thekBf Latvia,

11) betting, raffles (lotteries) and other formgambling;

12) [11 March 2004]

13) insurance and re-insurance services providednbyrers and insurance
agents;
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14) payments by persons for:

a) the rent of residential premises in accordanitle agreements entered
into (except for guest accommodation services esgaccommodation dwellings
— hotels, motels, guest houses, houses utilisedufal tourism, camping places,
tourist accommodation);

b) the maintenance and management services of Birdyvieouse which
are provided by the manager of the dwelling honsaccordance with a dwelling
house (apartment) management agreement;

¢) [1 January 2003]; and

d) thermal energy;

15) [1 January 2003]

16) scientific research, which is performed witinde from public foundations,
the State budget and the budgets of Local Govertsneninternational institutions;

17) the following financial transactions:

a) granting and control of credits and monetaryndpas well as services
related to sureties and guarantees and their sgmerwhich is performed by the
grantor of the credit,

b) services, which are related to the attractiondeposits and other
refundable funds, the conduct of payments in cashather than cash payments,
and fiduciary (trust) operations,

c) services related to the issuing and servicingpstfuments of payment,
as well as trading in instruments of payment amh@omoney market instruments,
except instruments of payment supplied for coltewi or containing precious
metals, and

d) services (including intermediary), which are ca&ssted with
investments in capital and the holding, disposa administration of securities,
as well as the issuing of securities;

e) [15 April 1999]

18) [1 January 2003]

19) consular services;

20) [1 May 2004]

21) [11 March 2004]

22) services provided by co-operative societies€pkthe supply of goods) to the
members of the co-operative society:

a) maintenance and management of residential hoaisds

b) processing and sale of agricultural and fish@oducts, as well as the
common utilisation and maintenance of agricultutathnical equipment,
machinery and other tools;

23) sale of immovable property, including land, egpxdcfor the first sale of unused
immovable property;

24) [13 November 1997]

25) [11 March 2004]

26) postal services which are provided by the narfifporganisation State stock
companylLatvijas pasts [Latvian Post] and to which it has monopoly rigimtsccordance
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with the Postal Services Law, as well as postagess, pre-stamped envelopes and
international reply coupons, which in accordancenthe Postal Services Law are issued
and sold by the non-profit organisation State stwmkpanylLatvijas pasts or are sold by
other persons in accordance with a contract wha lieen entered into with the non-
profit organisation State stock compadratvijas pasts;

27) carriage of schoolchildren that is conductedccanriers licensed specially for
this purpose if these services are financed frarallgovernment budgets;

28) phonogram producer consideration and authoumenation for works of art
created by authors (including composers, artists ldarary professionals), as well as
consideration received by performers;

29) dental care services; and

30) private lessons provided by a teacher withia Htope of the general
education and higher education teaching programmes.

(1Y The exemption referred to in Paragraph one, @l&usf this Section may be applied
to natural or legal persons and groups of suctoperbound by contract or agreement, or
by representatives of such groups (undertakingsjtumions and organisations) if in
providing such services profit is not acquired sysdtically. If profits are acquired, the
exemption shall be applied in such case if theipasfiuired is directed or invested in the
improvement in the supply of such services.

(2) Tax shall not be imposed on the importatiotheffollowing goods:

1) importation of goods mentioned in Paragraphaitthis Section;

2) consignments of foreign financial assistancesypamt to procedures prescribed
by the Cabinet;

3) [23 November 2000]

4) [20 December 2004]

5) the importation of goods which are not subjectiustoms duty, except for the
importation of such goods on which a 0 per cem ohtcustoms duty is imposed.

(3) [6 November 2003]

(4) If goods which have been imported into the Rdipwf Latvia without the payment
of taxes in accordance with Paragraph two of tkistiSn, except the goods referred to in
Clause 1 of Paragraph two, are sold or leasedvahe of the goods shall be taxable in
accordance with the procedures prescribed in tévs. L

(5) [23 November 2000]

[26 October 1995; 25 April 1996; 13 November 1997; 15 April 1999; 25 November
1999; 23 November 2000; 22 November 2001; 9 October 2002; 12 December 2002; 6
November 2003; 20 December 2004]

Section 6°  Application of 9 Per cent Tax Rate
[1 May 2004]
[22 November 2001; 6 November 2003; 18 December 2003; 1 May 2004]

Section 6°  Application of 5 Per Cent Tax Rate

A 5 per cent tax rate shall be applied to theofeihg:

1) supplies of medicaments in accordance witstaajpproved by the Cabinet;
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2) the supply of medical devices and medical gdaaso assembly parts, reserve
parts and accessories) in accordance with a l@bapd by the Cabinet;

3) supplies of veterinary medicaments in accordamith a list approved by the
Cabinet;

4) supplies of specialised products intended ri¢arits in accordance with a list
approved by the Cabinet;

5) the supply of books and cartographic publicatjon

6) the following mass media or the subscriptionrebé

a) newspapers, journals, bulletins and other odarals, which are
published not less than once every three monthstlamdnce-only edition of which
exceeds 100 copies, except publications of anceamtil pornographic nature, as well as
publications the direction of the contents and taskhe publication of advertisements
and commercial advertisements, and
b) subscriptions to commercial television andaoad

7) guest accommodation services in guest accomimodastablishments (hotels,
motels, guesthouses, houses utilised for ruralidoyr camping sites and tourism
establishments);

8) supplies of water in a centralised water sugghtem;

9) sewerage services;

10) collection, conveyance and disposal servicemimicipal waste;

11) funeral services;

12) entry fees to sports events;

13) entry fees to film shows, except for film stsowf an erotic and pornographic
nature; and

14) inland public transport services (carriaggpassengers and luggage in city,
district and long-distance busses, as well asaimg trolley busses and inland trains).
[18 December 2003; 11 March 2004; 20 December 2004]

Section 7. Application of 0 Per Cent Tax Rate

(1) A O per cent tax rate shall be applied to ti®Wwing:

1) export of goods and the supply of such goodsr@asmported into the territory
of the European Union from third countries or thiedritories and are not released for
free circulation if the supply is performed in austs warehouses and free zones;

2) services which are related to export of goodso(sauch export of goods for
which the export procedure has been commenced ath@an Member State of the
European Union), import and transit conveyancegaufds and services in a free zone
and customs warehouse, which are directly assaciait goods that are imported into
the territory of the European Union from third ctnies and third territories and are not
released for free circulation (including transpdotrwarding, storage of goods, loading,
unloading, expert-examination and sorting services)

3) services, the place of provision of which is mdand in accordance with this
Law, except the services referred to in SectioBa@agraph one of this Law;

4) refuelling of ships with marine fuel and supplygoods intended for provision
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thereof:

a) for ships, which are utilised for navigationimternational waters and which
convey passengers for a consideration or whickutiised for commercial activities or
industrial activities,

b) for ships, which are utilised for rescue or stssice activities on the seas, and

c) for warships, for which the combined custom#ft80.01 A sub-group has bee
specified and which leave the State and go to orésichorages in other Member States
of the European Union or third countries, or theditories;

4" port payments specified in the Law On Ports fawv&es, which are provided
to ships that ply international routes and shi@g trerform rescue or assistance work at
sea,;

4?) the supply, import (release for free circulatioodnversion, repair, technical
service, chartering and rent of the ships refeteedh Paragraph one, Clause 4, Sub-
clauses “a” and “b” of this Section;

4% the supply, import (release for free circulatioodnversion, repair, technical
service, chartering and rent of such aircraft as wsed by airlines, which operate for
consideration on international routes, as well ks gupply, rent, repair and technical
service of equipment which is built-in in such &éft or used therein;

4% the supply of goods and services, which are #ssatwith the repair of ships
referred to in Paragraph one, Clau$efithis Section or the repair of equipment whish i
built-in in such ships or used therein;

#°) the supply of goods and services, which are &smat with the repair of
aircraft referred to in Paragraph one, Claudeoft this Section and the repair of
equipment which is built-in in such aircraft or dgberein;

4°) the refuelling of aircraft referred to in Parggneone, Clause®bf this Section
with aviation fuel and supply of goods intendedgoovision thereof;

4"} other services, which are not specified in Paplgrone, Clause®4f this
Section and which are provided in order to endueedirect needs of the ships referred to
in Paragraph one, Claus@af this Section or the cargo thereof;

4%) other services, which are not specified in Paplgrone, Clause®%f this
Section and which are provided in order to enseedirect needs of the aircraft referred
to in Paragraph one, Clauseof this Section or the cargo thereof:;

4% intermediary services, which are provided inisgltickets for the carriage of
passengers on international routes by ship oradtrcr

5) services related to tourism (travel) in accoodawith Section 13 of this Law;

6) supplies of goods and services, which in acauaéawith procedures
prescribed by the Cabinet are provided to:

a) on the basis of the principle of parity — thaoluntry diplomatic and
consular missions in the Republic of Latvia, theplomatic and consular agents,
administrative technical staff, as well as to thenly members of the persons
referred to,

b) on the basis of the principle of parity — thzduntry representation
offices of international organisations, and thenpéoyees who in the territory of
the Republic of Latvia enjoy diplomatic status,
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c¢) diplomatic and consular missions of the MemitateS of the European
Union in the Republic of Latvia, their diplomaticnda consular agents,
administrative technical staff, as well as to thenly members of the persons
referred to,

d) European Union representation offices of inteomal organisations,
and their employees who in the territory of the Wdjg of Latvia enjoy
diplomatic status,

e) European community institutions in accordancth whe Protocol on
the privileges and immunities of the European Comities, and

f) North Atlantic Treaty Organisation (NATO), tremed forces of its

member states and the persons included therein;

7) supplies of goods and services which have beavided in return for foreign
financial assistance funds — in accordance witlegutares prescribed by the Cabinet;

8) processing services, which are provided to aidor person not registered in
the European Union, by a person who has importiethdhgoods in accordance with the
customs procedure “importation for processing” gt in the regulatory enactments
regarding customs matters, and has received a p&onm the customs authority to
process these goods and export compensatory psolaot the territory of the European
Union;

9) supply of goods performed by tax-free tradingpshto natural persons, who
depart from inland to third countries or third teries;

10) [20 December 2004]

11) carriage of international passengers, alsoiaggarof passengers to the
Member States of the European Union if the passerrgseses the border of the Republic
of Latvia by train, bus, aeroplane or ship, as waslithe carriage of the luggage of such
passengers, which the passenger is taking withohiher, and the carriage of a means of
transport with which he or she is travelling; and

12) import of electricity or natural gas if the nal gas id supplied utilising
transfer or distribution systems.

(2) [23 November 2000]

(3) [13 November 1997]

(4) The tax which natural persons registered indtisiountries or third territories have
paid regarding goods acquired in the Republic a¥iaathe value of which (without tax)
exceeds 25 lats and which is exported from thétdeyrof the European Union shall be
repaid, in accordance with procedures prescribetthéyCabinet, by the person registered
for economic activities in the Republic of Latviahieh has received a license for
refunding tax to natural persons registered indtltountries or third territories. The
procedures for the issuance of licenses, the anm(oata) of State fee for the licence and
the procedures for payment thereof, as well aptheedures by which licensed persons
and shops shall account between themselves and tviéhState budget shall be
determined by the Cabinet.

(41 [31 December 2003]

(5) If taxable persons who have supplied goods rawviged services according to
Paragraph one of this Section are unable to pretkntments which confirm export or
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documents that certify the application of the O qanmt tax rate, they shall pay tax for the
goods supplied or services provided in conformitithwthe tax rate prescribed in
Paragraph one of Section 5.

(6) If a taxable person has received a paymentdirarce for a transaction, which in
accordance with this Section is taxable with aOgeat tax rate, and if within a period of
six months from the day of the receipt of the adeapayment the good has not been
dispatched or the provision of the service has aayhmenced, from the referred to
advance payment shall be calculated tax in confgrmith the rate which would apply
for such transaction inland.

[25 April 1996; 13 November 1997; 15 April 1999; 25 November 1999; 23 November
2000; 22 November 2001; 6 November 2003; 26 February 2004; 20 December 2004]

Chapter IlI
Procedures for Calculation and Payment of Tax

Section 8 Value Added Tax Invoice

(1) Supply of goods has taken place if the goode Heeen dispatched or consideration
for the supply of the goods has been received poithe dispatch of the goods.

(1Y Supply of goods in the territory of the Européamion has taken place if the goods
are received. Supply of goods in the territory ke European Union shall have been
deemed to take place also if payment (considenatmrthe goods has been performed in
advance.

(2) Provision of a service has taken place if thivise has been provided to a client or a
consideration for the service has been receiveat pyiprovision of the service.

(21 Receipt of a service has taken place if the serkias been received or consideration
for the service has been performed in advance.

(3) Home consumption has taken place if the go@i& tbeen forwarded or otherwise
become available, or the services have been priyvidehe recipient. In such case, it is
the obligation of the taxable person to write aueahdded tax invoice and carry out the
recording of the home consumption in their accaunts

(4) A taxable person shall write, in accordancenwiitis Section, a tax invoice regarding
any taxable supply of goods or services not ldten within a period of 15 days from the
day of the transaction if it is not specified othise in this Section. A taxable person
shall write a tax invoice regarding supply of goadsservices to a non-taxable person in
conformity with Paragraph'®r six of this Section on the basis of his or feguest.

(4" A taxable person who performs the supply of goade territory of the European
Union shall not write out a tax invoice for the gesupplied. The necessary calculations
for the calculation of tax and deduction of inpalue added tax for the taxable person
shall be performed on the basis the tax invoicétewiby the supplier of the goods.

(4% A taxable person in receiving the services reféo in Section 31 of this Law from
a taxable person of another Member State and theces referred to in Section 4,
Paragraph seven of this Law from a person not texgid in the territory of the European
Union, shall not write out a tax invoice for thengees received. The necessary
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calculations for the calculation of tax and deductdf input value added tax for the
taxable person shall be performed on the basisatheévoice written by the provider of
the services.

(4% If the transaction is performed without interiiopt over a long period of time, the
tax invoice shall be written for a time period, winimay not be longer than six months.
(4% A taxable person may write a tax invoice for gedgnsport services in territory of
the European Union or for goods transport serviedsch are directly associated with
the export of goods, later than 15 days after tbhgigion of the service, but not later than
within a period of 90 days according the procedspexified by the Cabinet.

(5) Only a taxable person may issue a tax invo\eg. amount of value added tax which
has been paid in accordance with a tax invoiceesdy a person who does not have the
right to issue such an invoice, shall be paid thi State budget by the person who has
issued the invoice. The Cabinet shall determinastaations for which non-taxable
persons may issue a tax invoice.

(5" A tax invoice shall be deemed to be a documeat thcludes the following
information:

1) the date when the invoice was written;

2) invoice number

3) the name (natural person — given name, surnperspnal identity number)
and legal address (natural person — declared plaesidence) of the supplier of goods
or provider of services;

4) the registration number of the supplier of good provider of services in the
State Revenue Service Register of Value Added Eable Persons;

5) the name (natural person — given name, surnperspnal identity number)
and legal address (natural person — declared mhcesidence) of the receiver of the
goods or services;

6) the registration number of the receiver of gfomds or services in the State
Revenue Service Register of Value Added Tax TaxBelesons or other Member State
register of value added tax taxable persons if exddts;

7) the date of the supply of the goods or datéhefprovision of the service if
such differs from the date of the writing of theaice, or the date when a consideration
has been received in advance if such date is krawehdiffers from the date of the
writing of the invoice;

8) the name, amount (volume) and unit of measunémiethe goods supplied or
services provided,;

9) the price (value of one unit without tax) ofetlgoods supplied or services
provided,;

10) discounts applied if they are not deductethftbe value of one unit;

11) tax rate applied,;

12) calculated amount of tax;

13) the total of the transaction without tax;

14) if a tax rate of O per cent is applied to gleeds supplied or services provided
or if the receiver of the goods or services is oasjble for the payment of the tax into
the budget — a reference to the Section of the imaaccordance with which the tax is
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applied;

15) if new means of transport are supplied — dication of this;

16) if to the goods supplied or services providedpplied the special provisions
provided for in this Law (Section 2, Paragraph 3&ctions 13, 132 132, 32 and 34) —

a reference to the Section of the Law in accordanttewhich the tax is applied; and

17) if an authorised person is responsible for pagment of the tax — the
registration number of the authorised person axable person in the Register of Value
Added Tax Taxable Persons, his or her name (napgion — given name, surname,
personal identity number) and legal address (nhtpeason — declared place of
residence).

(6) For inland transactions, the value of whichhwiit tax is less than 100 lats, as a tax
invoice may be utilised a document which includesfbllowing information:

1) the designation of the supplier of goods or mtew of services (for a natural
person — given name and surname), the legal ad(fogss natural person — the declared
place of residence), as well as with the value ddde taxable persons registration
number issued by the State Revenue Service;

2) the designation of the recipient of goods owises (for a natural person —
given name and surname), the legal address (fatwal person — the declared place of
residence), as well as with the value added taati@xpersons registration number issued
by the State Revenue Service;

3) the designation and the amount of the goodbi@type and the volume of the
services;

4) the price and the value of the goods or the idenation for the services
provided;

5) the tax rate and the calculated tax; and

6) the date of the writing of the tax invoice.

(7) A cash receipt received from the taxable persay also be used as a tax invoice, if
the information referred to in Paragraph six obtBiection is provided therein. A cash
receipt which does not contain all of the inforroatreferred to in Paragraph six of this
Section shall be accompanied by a corroborativeitent upon which is indicated the
date and number of the cash receipt and the prisiexsureferred to in Paragraph six of
this Section if it is not specified otherwise imstisection.

(8) If a cash receipt has been issued for a traiosathe value of which, exclusive of
value added tax, is less than 20 lats and the pedeies not contain the information
referred to in Paragraph six, Clause 2 of thisi8ecthe cash receipt may be used as a
tax invoice if the name of the recipient of goodsryice) (for a natural person — given
name and surname), legal address (for a natursbperthe declared place of residence),
and the value added tax taxable persons registratimber issued by the State Revenue
Service is set out therein. The supplier (serviowider) shall make an annotation on the
front or the reverse side of the receipt and conitrwith their signature and seal.

(8" In transactions with persons from other Membeté3t of the European Union, a tax
invoice shall be deemed to be a document that diesltthe information referred to in
Paragraph 5of this Section.

[13 November 1997; 15 April 1999; 22 November 2001; 11 March 2004; 20 December
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2004]
Section 9 Taxation period

(1) The taxation period shall be one calendar month

(2) If the amount of taxable transactions perforrbgda taxable person during the pre-
assessment year does not exceed 10 000 latspt@eériod for the submission of a tax
declaration and the taxation period following tlhWmission by the taxable person may
be three months or six months.

(3) Pursuant to an application by a taxable petbenState Revenue Service may, in
connection with the seasonal character of the eunanactivity, determine another
taxation period.

(4) The taxation period for supplied sugar beetdldie determined in conformity with
the Sugar Sector Law.

(4" The taxation period for supply of cereals, legan@nd rapeseed (hereinafter —
cereals) which have been supplied to agriculturadipct processing undertakings by the
producers of such cereals shall be specified asp#itéod in which the cereal producers
receive consideration for the cereals supplied,jtbutly not exceed six months from the
month of supply of cereals and writing of invoices.

(5) The total of the taxation periods of a calengaar shall constitute the assessment
year.

[25 April 1996; 25 November 1999; 22 November 2001; 20 December 2004]

Section 10 Deduction of Input Value Added Tax and Calculationof Tax Payable
into the Budget

(1) Only a taxable person registered with the SRé&venue Service has, in a tax
declaration, the right to deduct as input valueealdigx, from the amount of tax payable
into the budget, the following amounts:

1) the tax amounts indicated in tax invoices reegifrom other taxable persons
regarding goods and services for ensuring their taxable transactions, as well as the
ensuring of such transactions conducted in forstgtes as would have had tax imposed
if they had been conducted inland.

2) the paid amount of tax for goods imported inlémdthe carrying out of their
own taxable transactions in accordance with doctsnethich confirm the payment of
tax for the importation of the goods, and in whtble taxable person is shown as the
purchaser or the importer; and

3) the calculated amount of tax which the taxaldespn shall pay during the
taxation period as the recipient of services faueimg their own taxable transactions, as
well as the ensuring of such transactions conduictddreign states as would have had
tax imposed if they had been conducted inland,;

4) value added tax indicated in the customs detiterabut not paid regarding
imported fixed assets which are intended to bg filpartially utilised to ensure taxable
transactions;
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5) [11 March 2004]

6) tax amounts which are indicated from the taxeigs received by other taxable
persons regarding goods supplied and servicesvestéd ensure such services as are
mentioned in:

a) Section 6, Paragraph one, Clauses 13 and thrsdfaw if the recipient
of the service is a person not registered in th@gan Union, and

b) Section 6, Paragraph one, Clause 13 of thig ifahe transactions
performed are directly associated with the expbgaomds; and

7) the calculated tax amount regarding goods segmi services received in the
territory of the European Union to ensure one’s ¢awable transactions.

(1Y Only a non-taxable person, in respect of the luppa new means of transport to a
person in another Member State, shall have thet ighan input value added tax
deduction.

(1% The amounts of tax indicated in tax invoicesdoonds or services received shall be
deducted after the receipt of the goods or senacesstax invoice or after the payment in
advance of the amount of tax indicated in the taxice.

(1) The tax paid according to the procedures refetoeid Section 12, Paragrapf df
this Law shall be deducted as input tax in the ttaraperiod in which the goods were
dispatched of the provision of services commenced.

(2) [11 March 2004]

(3) Documents, which certify the payment of tax flee importation of goods, shall be
utilised in a customs declaration or other goodampanying document prescribed by
regulatory enactments, with an annotation by thetarus authority that the value added
tax has been paid, and a customs payment recegppayment instrument of a bank or
other institution (post, telegraph) which certiftat the tax has been paid.

(4) In transactions with immovable property:

1) the taxable person shall deduct the input vadded tax for the unused
immovable property acquired, as well as for thddmg, reconstruction, renovation or
restoration of the immovable property. If the imrable property is intended to be used
only for the carrying out of taxable transactioten the input value added tax shall be
ducted in full. If the immovable property is intesttto be used for the carrying out of
both taxable transactions and non-taxable tramsagtihe amount of input value added
tax to be deducted shall be determined on the loddlse intended immovable property
utilisation proportions in accordance with Paragregn of this Section; and

2) unused immovable property acquired by the taxagerson, as well as built,
reconstructed, renovated or restored immovable gotppshall be registered with the
State Revenue Service, by the submission a tavamdidn for the taxation period in
which it was acquired or accepted for service. dgistering immovable property, the
taxable person shall indicate the total amounawfthich is indicated in the tax invoices
received in respect of the acquisition, buildingganstruction, renovation or restoration
of immovable property, as well as the amount ofudéed input value added tax, taking
into account the taxable and non-taxable transadmemovable property utilisation
proportion;

3) the taxable person commencing with the assedsyeanin which the property
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is acquired or accepted for service, and in thet i€k years, when submitting the
assessment year declaration shall inform the Ratenue Service in writing regarding
the utilisation of the immovable property in taxalsind non-taxable transactions in the
relevant assessment year;

4) the taxable person shall perform deductible in@lue added tax corrections
for each assessment year, calculating the differdmtween one tenth of the deducted
input value added tax and the deductible inputevaldded tax in the relevant assessment
year, taking into account the taxable and non-tex&tansaction immovable property
utilisation proportion. This difference shall beigay the taxable person into the budget
or shall be received back from the budget;

5) an input value added tax correction does not havbe performed if in the
assessment year the proportions referred to ins€éldu of this Paragraph have not
changed.

6) if the immovable property (or a part of it) islé within a period of 10 years
after its acquisition or acceptance for services thxable person shall refund to the
budget an amount of input value added tax whicll leacalculated by multiplying one
tenth of the deducted input value added tax wighrthmber of years which are left to the
10 years referred to in Clause 3 of this Paragrapls refundable amount of input value
added tax shall be included the value of the imrbtevaroperty, and the purchaser does
not have the right to deduct it as an input valdeea tax; and

7) if the immovable property within a period of y@ars after its registration with
the State Revenue Service has been ruined or gedtes a result of a natural disaster or
in some other forced way and this has been proyedocuments, the performance of
input value added tax corrections shall terminatéhe assessment year when in respect
of the referred to property documents attestingpéoloss have been drawn up.

(4" In transactions with fixed assets (except for mable property), the acquisition or
manufacturing value (without tax) of which reacbegxceeds 50 000 lats:

1) the taxable person who has acquired or manutdtthe fixed asset and for
such acquisition or manufacture has deducted imaluie added tax, taking into account
the utilisation proportions for taxable and nonafabe transactions of the fixed asset,
shall perform deducted input value added tax ctimes within a period of five years
commencing with the taxation year when the fixesegvas acquired or manufactured,;

2) if the utilisation proportion of the fixed asse the relevant taxation year has
changed, the taxable person shall, in submittisgphiher tax declaration for the taxation
year, perform the input value added tax correcti@asculating the difference between
one fifth of the deducted input value added tax #mal input value added tax to be
deducted in the relevant taxation year, taking agoount the utilisation proportion of the
fixed asset for taxable and non-taxable transastion

3) the input value added tax correction referedhtClause 2 of this Paragraph
need not be performed if the utilisation proportadrthe fixed asset in the taxation year
has not changed; and

4) the taxable person shall ensure a separatai@inog of separately deducted
input value added tax for each fixed asset, indigah each taxation year the input value
added tax corrections performed.
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(5) [23 November 2000]
(6) [22 November 2001]
(7) 40 per cent of the tax paid for goods for reprgation purposes and for services
received with respect to the preparation of pubtioferences, receptions and meals, as
well as for the manufacture of representative dbjdor taxable persons, shall not be
deducted as input value added tax from the amduaikgayable into the budget.
(8) [23 November 2000]
(9) If a taxable person carries out both taxabld aon-taxable transactions and if
separate accounting has been ensured in respgatiofyoods and services as are utilised
for the carrying out of taxable or non-taxable sactions, the input value added tax
which has been paid may be deducted from the taouatnpayable into the budget,
without applying the proportions referred to in &maph ten of this Section.
(10) If the goods acquired and services receivedusilised for the carrying out of both
taxable and non-taxable transactions, and if sépaacounting for such goods and
services has not been ensured, the part of inpué \zlded tax to be deducted during the
taxation period shall be calculated on the basth®following proportions:
numerator — the value of the taxable transactiothauit tax (including the value of
transactions that are taxable with a O per centaeey);
denominator — the total value of the transacti@rsied out without tax (the sum of value
of the transactions included in the numerator amdthe non-taxable transactions
according to Section 6, Paragraph one of this Law).
(12) If the value of taxable transactions carried loy a taxable person is less than five
per cent of the total transaction value duringgheassessment year, such a person shall
be permitted to carry out, for the purposes of #addded tax, only the registration of
taxable transactions and to deduct input value éghdde which has been paid for the
goods and the services received for the carryingobtaxable transactions pursuant to
Paragraph nine of this Section.
(11Y) If the taxable person performs both taxable aod-taxable transactions and the
value of the taxable transactions performed intéxation period is greater than 95 per
cent of the total value of transactions, such perdmve the right to deduct input value
added tax for the acquired goods and received cesrwithout applying the proportion
specified in Paragraph ten of this Section.
(12% If the taxable person within the period of theation year performs one non-
taxable transaction, which is not associated wightaxable person’s economic activities,
such taxable person has the right to not inclugentbn-taxable transaction value in the
input value added tax proportion calculation.
(12) In the cost price of goods supplied or sewipeovided shall be included tax
amounts which, in accordance with this Section,rarteto be deducted from the amount
of tax payable into the budget as input value addednd which:

1) are indicated in tax invoices, which are reedifrom other taxable persons;

2) are paid into the State budget for goods reléar free circulation (imported);

3) are calculated for the acquisition of goodsemeived services in the territory
of the European Union, based upon the tax invoicétem by a taxable person from
another Member State of the European Union; and
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4) are paid into the State budget in accordante S&ction 12, Paragraph af
this Law.
(13) Taxable persons shall ensure that tax amaaitsilated and paid are recorded in
accounts.
(14) [1 January 2002]
(15) [1 January 2002]
(16) If a taxable person systematically and lorrgateupplies goods or provides services
for a price, which is lower than an economicallypstantiated (justified) price, the
taxable person at the end of the taxation yeanr o the submission of the yearly
declaration, shall perform a recalculation, corteetamount input tax to be deducted and
shall pay tax into the budget from the differenedween the acquired goods or services
received price or cost price and the supplied gawdservices provided price, except in
the case where a price discount has been applieglniethods on the basis of which a
tax calculation shall be valued, or the supplieddgoor services provided price is lower
than an economically substantiated (justified) garghall be determined by the Cabinet.
[25 April 1996; 13 November 1997; 15 April 1999; 23 November 2000; 22 November
2001; 6 November 2003; 11 March 2004; 20 December 2004]

Section 11 Tax Declarations

(1) A taxable person shall submit to the State RegeService a tax declaration with a
tax calculation for an taxation period within a ipdrof 15 days after the end of the
taxation period if it is not specified otherwise tims Law. Taxable persons who pay
value added tax centrally into the budget for salventerprises (branches, departments),
as well as farms, pursuant to harmonisation withSkate Revenue Service, shall submit
a tax declaration for an taxation period not léiban 25 days after the taxation period.

(2) If a tax declaration is dispatched to the SRé&venue Service by post, the day of
submission shall be the day when the tax declaratias delivered to the post office
(postmark).

(3) A tax declaration shall also be submitted t® $tate Revenue Service in cases, where
the taxable person has not carried out taxablsactions during the taxation period.

(4) A taxable person who has not submitted a tectadation during the time period
specified in this Section, or has not submittedtiiall, shall not be released from tax
payments into the budget.

(5) The State Revenue Service may request, ifnsiders it necessary, that a taxable
person also submit a tax declaration at other tifmesnot more frequently than once in a
quarter.

(5") Together with the tax declaration a taxable pesttall submit to the State Revenue
Service a statement regarding the amounts of implite added tax which have been
included in the tax declaration for the relevamateon period.

(6) A taxable person shall submit a tax declarafamman assessment year to the State
Revenue Service by 1 May of the following year.ak teclaration for an assessment
year shall also be submitted to the State Revemueic®, in cases where the taxable
person has operated for a time period less thaaa y
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(6") A taxable person who during the period of oneryess performed both taxable and
non-taxable transactions, prior to the submissidnth@ annual declaration shall
recalculate the proportions (in conformity with 8e 10, Paragraphs nine, ten and
eleven of this Law) in total for the year and, @cessary, correct the calculated tax and
the amount of input value added tax to be deduetedavell as pay the tax into the budget
by 1 May of the post-taxation year.

(7) The Cabinet shall approve the form of a taXatation to be submitted for a taxation
period.

(8) Taxable persons who supply goods to taxablsgmsrfrom other Member States shall
submit a statement to the State Revenue Servicgdieg the supply of goods in the
territory of the European Union (hereinafter — eta¢nt). The statement shall be
submitted each calendar quarter by the fifteenth dathe month following the quarter.
Taxable persons who pay taxes into the budget afntfor several undertakings
(branches, departments), as well as farms aftesrdiation with the State Revenue
Service shall submit a statement for the taxatiemopl not later than by the twenty-fifth
date of the month following the quarter.

[13 November 1997; 15 April 1999; 23 November 2000; 6 November 2003; 11 March
2004]

Section 12  Procedures for Paying Tax

(1) A taxable person shall pay the tax into thaeSkaudget for a taxation period within a
period of 15 days from the end of the taxation qukriTaxable persons who pay value
added tax centrally into the budget for severatmgmises (branches, departments), as
well as farms, pursuant to harmonisation with tt&eSRevenue Service, shall pay the
tax for a taxation period within a period of 25 ddgsom the end of the taxation period.
(1Y For the services referred to in Section 4, Paplyrseven of this Law, which are
received from any person from another Member Statieom persons not registered in
the European Union, the tax shall be calculatedthadax paid into the budget by the
receiver of the services if such is a taxable personon-taxable legal person or non-
taxable natural person who performs economic dietsui

(1% The non-taxable legal person or non-taxable mhpegrson who performs economic
activities referred to in Paragraphdf this Section shall pay into the State budgethey
fifteenth date of the next calendar month and shédkm the State Revenue Service by
submitting a notice regarding the receipt of suehvises and payment of taxes. The
Cabinet shall approve the sample of the notice form

(1°) The conditions of ParagrapH of this Section shall not apply to State or local
government institutions if they receive such se¥sito ensure their own functions as
specified by regulatory enactments.

(1% A taxable person who applies a deposit system résrewable packaging in
accordance with regulatory enactments, in subrgitintax declaration regarding the
post-tax year in January, shall perform a goodaliexvalue correction regarding the
previous taxation year’s value of deposit packingreceived and from the calculated tax
amount of this value make a payment into the 3tatiget.
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(1°) If a transaction is performed uninterruptedly badong period, then the tax payment
into the State budget shall be in the taxationqoewhen the consideration for such
transaction is received, but not less frequentiyntbnce during every six-month period.
(1% Taxes for supplied goods or services provided sieapaid into the State budget for
such taxation period as the goods were dispatcheékeoservices provided and the tax
invoice was written or an advance payment is paigcicordance with the invoice.
(1") Taxes for the acquisition of goods in the tergitof the European Union shall be
paid when the goods are received and a tax inveiceceived or an advance payment
received with the invoice, however, not later thha fifteenth day after the taxation
period in which the acquisition of goods in theitery of the European Union has taken
place.
(1%) Taxes, which have been calculated for an advassenent in accordance with
Section 7, Paragraph six of this Law shall be idelliin the six-month period (from the
day of receipt of the advance payment) followingnthdy tax declaration.
(1% Taxes for services received shall be paid intéixation period when the service was
received and a tax invoice was received or payliiogrihe service performed in advance.
(2) If goods are imported inland, the tax shallppéd by any person releasing the goods
for free circulation. The tax for the import of gisshall be become collectable at the
moment when customs duty becomes collectable.
(2Y) In releasing fixed assets for free circulatidre tax for its import in accordance with
Paragraph two of this Section need not be paidtimobudget, but indicated in the tax
declaration as a calculated tax if:

1) the taxable person imports fixed assets, whiehirdended fully or partially for
ensuring taxable transaction utilisation;

2) the value of the fixed assets (without tax) hescor exceeds 500 lats;

3) the taxable person does not have a tax delihéoprevious taxation periods;
and

4) the fixed asset is also a passenger car, whighported by the taxable person
if the basic activity of the such person is leasimchire purchase (leasing) transactions
with passenger cars, the provision of taxi servara$vehicle driver training.
(29 [11 March 2004]
(2°) If in importing goods inland from third countries third territories, a customs
guarantee is applied for these goods in accordaitbethe Community Customs Code,
then the person who is responsible for the payroémlhe customs debt shall submit a
security deposit for the possible tax debt. Thei@slshall determine the amount of the
security deposit, and the procedures for its suions application and reduction.
(3) [6 November 2003]
(4) [23 November 2000]
(5) [23 November 2000]
(6) [11 March 2004]
(7) [23 November 2000]
(8) [20 December 2004]
(9) [20 December 2004]
(9Y) If a person from another Member State of the Beam Union in accordance with
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the procedures referred to in Section 26, Paragfiaphof this Law or a non-registered
person in the territory of the European Union inadance with Section 3, Paragraph ten
of this Law is not registered in the State ReveBaevice Register of Value Added Tax
Taxable Persons, the taxes for the acquisitiorooflg in territory of the European Union
and for services received shall be calculated amdl lpy the recipient (taxable person) of
the goods or services, submitting a tax declardiorthe taxation period in which the
goods or services were received.

(10) If a tax declaration for an taxation periods Haeen submitted in time, has been
drawn up in due form, and it is set out thereirt th& input value added tax for such
period exceeds the calculated tax for the perfortagdble transactions, the difference
between the tax amounts shall be applied to thetpgation period.

(10 Over-paid taxes (the difference between the taled tax and the deductible input
value added tax) on the basis of a request frontatketble person may be directed to the
performance of another tax, fee or mandatory paynexcept for customs duties, excise
duties for petroleum products and excise dutiesalooholic beverages, taking into
account the following order:

1) State mandatory social insurance payments;

2) taxes, fees and other mandatory paymentshet&tate budget; and

3) taxes, fees and other mandatory paymentsaetd jovernment budgets.

(11) The State Revenue Service shall refund anpagment (the difference between the
calculated tax and the deductible input value addedl to a taxable person within 30
days from the receipt of a justified applicatiom @ocuments attesting to transactions.
(11 The State Revenue Service has the right to d#layefund of the over-paid tax
amount, informing the taxpayer in writing regardthgs, in the following cases:

1) if in the time period specified in Paragraphdllhis Section, a decision has
been taken regarding the commencement of contxah{aations, audits) of the taxes to
be paid by the taxable person, regarding thoseardions for the examination of which
additional information is necessary — up to the dd&en the tax administration has
evaluated the transactions and taken a decisioardeg the justification for the
application;

2) if the person who is deemed to be a relatedopeis the taxable person within
the meaning of Section 1, Paragraph 18 of the Law &xes and Fees, has a value added
tax debt to the State budget — up to the day whemdlated person has paid the referred
to tax; and

3) if the person cannot prove documentarily théfjaation for the application of
the O per cent tax rate — until the moment wherudmmts are received verifying export
or documents which confirm the application of theed cent tax rate.

(12) The State Revenue Service may refuse to redutak over-payment, referred to in
Paragraph eleven of this Section, to a taxableopdrsthe following cases:

1) the taxable person is indebted for tax or ot@npulsory payments to the
State budget. In such cases, the overpaid sumishalpplied to cover the relevant taxes
or other compulsory payments. The State RevenueicBemay not refuse to pay the
over-payment referred to in cases where time fgnaant of the tax debt is extended by
the Ministry of Finance or the State Revenue Serplarsuant to procedures specified in
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the Law On Taxes and Fees, and the obligationbeing duly performed;

2) [11 March 2004]

3) [11 March 2004]; or

4) a person requests, during the taxation perietynd of the overpaid tax
amount, but the value of the transactions to wlach per cent tax rate is applicable
pursuant to this Law does not exceed 50 per certheftotal value of the taxable
transactions. At the end of the assessment yeaovwlmaid tax amount shall be fully
repaid from the State budget in conformity with thenual tax declaration. The
conditions of this Section shall not apply to th& twhich has been paid for the goods
acquired or imported and for services suppliedrdento implement projects included in
the State Investment Program.
(12 [11 March 2004]
(13) Tax shall be recovered pursuant to the Lawf&xes and Fees.
(14) If a person who is not registered with thet&StRevenue Service as a taxable person
has collected value added tax for the goods aafjuared services supplied, the tax
amount collected shall be paid fully into the Staelget. Such persons shall not have the
right to reduce the tax payable into the budgeth@yamounts of input value added tax
paid.
[13 November 1997; 15 April 1999; 25 November 1999; 23 November 2000; 22
November 2001; 20 June 2003; 6 November 2003; 11 March 2004; 20 December 2004]

Section 120 Refund of Value Added Tax to Foreign Legal Persons Providers of
International Road Transport Services

[1 January 2003]

[23 November 2000; 1 January 2003]

Section 122 Refund of Value Added Tax to Taxable Persons fromtber Member
States and Taxable Persons Registered in Third Cotnes or Third
Territories

(1) Taxable persons from other Member States ipe@sof value added taxes paid for
goods acquired inland, services received and f@onnof goods, shall be repaid if the
relevant person:

1) is registered for entrepreneurial activity ie tierritory of the European Union;
and

2) does not perform entrepreneurial activitieshia Republic of Latvia which are
registrable in accordance with regulatory enacts)emlhich are in force.
(2) Persons who are not registered in the territddrhe European Union shall in respect
of taxes paid for goods acquired and services vedein the Republic of Latvia, be
repaid paid valued added tax for goods acquireahthind services received on the basis
of the parity principle, if the relevant legal pens

1) is not registered in the State Revenue Serviegisier of Value Added Tax
Taxable Persons;

2) has registered the entrepreneurial activity isnegistered in their country of
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domicile as a value added tax taxable person im twintry of domicile outside the
territory of the European Union — the state in wWhi@lue added tax is applied (also an
identical or essentially similar tax); and

3) does not perform entrepreneurial activitiesh@ Republic of Latvia which are
registrable in accordance with regulatory enactment
(3) The Cabinet, taking into account the requiretsi@h Paragraphs one and two of this
Section, shall:

1) determine the procedures for the refund of tadt the time periods and the
minimum amount of tax to be repaid;

2) determine the documents to be submitted to tate Revenue Service and the
time periods for their submission; and

3) approve the form of the submission for the rdfahthe tax.
[22 November 2001; 11 March 2004; 20 December 2004]

Chapter IV
Special Provisions

Section 13  Application of the Tax to the Services Provided bylourism (Travel)
Firms and Agencies

(1) The tax shall be applied to the services predidy tourism (travel) firms and
agencies if a tourism (travel) firm or agency actsts own name and makes use of
supplies of goods and services provided by othesgoes for provision of tourism
services.

(2) All activities performed by an inland touristnalvel) firm or agency with respect to a
journey shall be treated as a single service peavidy the firm or the agency to the
traveller. Such services shall be taxable.

(3) The taxable value regarding services providgdolirism (travel) firms or agencies
shall be the difference between the total amouithfut tax) paid by the recipient of the
service (the traveller), and the actual coststerdupply of goods and services which are
provided to the tourism (travel) firms or agendigother persons.

(4) The tax calculated by a tourism (travel) firor the services it has provided itself
(including development of travel packages and palilbn of advertising brochures) shall
be included in the total value of a travel packagd be collected from the recipient of
the service. In calculating the amount of the taygble into the budget, the tax paid
inland in the course of providing their own sergicéncluding lease of premises,
telephone calls, electricity) shall be deductethpat value added tax.

(4" A tourism (travel) firm or agency shall calculatee value of its own provided
services and include it in the tax declarationtha taxation period in which the service
was provided to the traveller and invoices havenbesceived from other persons
regarding the actual value of the services provided not later than the next taxation
period after the supply of services to the travelle

(5) The tax for other tourism-related (travel-retit services (including services of
hotels, transportation, public eating places) whach actually provided inland by other
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taxable persons shall be included in the totalvalfutourism vouchers and be collected
from the recipients of the services. The amounheftax collected for such services shall
be fully transferred by the tourism (travel) finm the actual provider of the services. A
tourism (travel) firm may not deduct such amouninasit value added tax.

(6) [1 January 2003]

(7) If services provided by tourism (travel) firmos agencies are provided both in the
territory of the European Union and outside it, th@er cent tax rate shall be applied
only to that part of the services which is reldai@dransactions outside the territory of the
European Union.

[ 13 November 1997; 23 November 2000; 6 November 2003; 11 March 2004]

Section 13" Application of the Tax to Farms

(1) Natural persons and legal persons which prodreultural products and are not
registered with the State Revenue Service as texadisons (hereinafter — farms) shall,
upon delivering their self-produced unprocessedtaljural produce to taxable persons —
agricultural produce processing undertakings — aésmive compensation from such
enterprises in the amount of 12 per cent of theevalf the production supplied, for the
tax which has been paid upon purchasing goods ec®wlving services for the purposes
of producing agricultural produce (hereinafter mpensation).
(2) Compensation may be also paid by the followagble persons if they comply with
the conditions for agricultural produce processingertakings prescribed in Paragraphs
seven and eight of this Section:

1) agricultural and fishery co-operative societies;

2) stock companies for agricultural production; and

3) the Rural Support Service, which acquires franmis unprocessed agricultural
products produced by the farm themselves in estahly the intervention stockpiles.
(3) Compensation may also be received by the coatigpe societies referred to in
Paragraph two, Clause 1 of this Section, if theyfa@on to both of the conditions set out
in Clauses 1 and 2 of this Paragraph:

1) they are not taxable persons, and

2) all of the compensation received is paid to farm
(4) In order to receive compensation, a farm skalimit to the particular agricultural
produce processing enterprise a certificate isbyatie State Revenue Service certifying
that the farm is not a taxable person and hasghéto receive compensation.
(5) In order to receive a certificate mentionedFaragraph four of this Section, the
relevant farm shall submit to the State Revenugi&ea certificate of registration of the
farm or a confirmation by the relevant local goveamt regarding rights of ownership or
use of the land.
(6) The State Revenue Service shall issue a oatififor submission to a particular
agricultural produce processing undertaking, reféto in Paragraph four of this Section,
for a time period of one calendar (assessment) yegepeat certificate shall be issued by
the State Revenue Service to a farm for submidsi@m agricultural produce processing
undertaking after information is received from theevant processing undertaking
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regarding the amount and value of the produce etV by the particular farm during the
pre-assessment year.

(7) An agricultural produce processing undertakimay reduce, in its tax declaration for
the taxation period, the tax amount to be paid theoState budget by the amount of the
compensation paid to farms. It is the duty of amicadfural produce processing
undertaking to perform an inventory of farms arndithe end of the assessment year, to
provide to the territorial institution of the StaRevenue Service which has issued to a
farm a certificate prescribed in Paragraph fouthef Section, data regarding the produce
delivered by the relevant farm, and the amount\ahde thereof.

(8) If an agricultural produce processing underigkacquires produce from farms for a
value (without compensation) which is above or felbe price of supply at which
analogous produce is acquired from taxable persbsisall lose the right to relief set out
in Paragraph seven of this Section.

(9) Compensation shall not be paid to farms for de&very of acquired or processed
agricultural produce.

[13 November 1997; 23 November 2000; 11 March 2004]

Section 13 Application of the Tax to Transactions Related to 8pply of Timber

(1) The value added tax regarding supply of tingagaply referred to in Paragraph two of
this Section, if the supplier of timber and theipamnt of timber are registered with the

State Revenue Service as persons taxable with \ealded tax, shall be paid into the

budget by the recipient of timber pursuant to threcpdures prescribed by the Cabinet, in
compliance with the following conditions:

1) transaction relationships between the suppfiginber and recipient of timber
shall be set out in a unified form strict accougtdocument — a timber transport bill of
lading-invoice, the procedures for use and commbedif which, as well as the procedures
for reciprocal settlement of accounts, shall beraygd by the Cabinet;

2) a taxable person may deduct from the calcul@egayable into the budget, as
input value added tax for the acquired timber, dhly tax which is set out in the timber
transport bill of lading-invoice, if all the timbexcquired during the taxation period is
intended for the carrying on of the person’s tagakdnsactions. In such case value added
tax is not required to be paid regarding the aegluiimber; and

3) upon submitting, in accordance with the procedyrescribed by law, a value
added tax declaration for an taxation period, tingper of timber and the recipient of
timber shall also submit an annex to the tax datilam. The Cabinet shall approve the
form of the annex to the tax declaration, but thecedures for completing the form, as
well as the manner in which the transactions withber shall be presented in the
accounts, shall be approved by the State Revernve&e

4) [22 November 2001]

(2) The procedures set out in Paragraph one ofSsion are applicable to transactions
with the following kinds of timber:

1) cut and trimmed, cross-cut and not cross-cukdahand unbarked, lengthways
split and unsplit round timber consisting of oneneént without artificial joints, the
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length of which exceeds one metre, but the top dtatheter of which is at least three
centimetres; and

2) sawn timber of any length, sawn, planed or umgda consisting of one element
without artificial joints and which is thicker thaix millimetres.
(3) Value added tax regarding services which aogiged in transactions with the timber
referred to in Paragraph two of this Section, al agregarding the granting of felling
rights shall be paid into the budget by the reaeofethe services if the provider of the
services is registered with the State Revenue &=n8 a value added tax taxable person.
The Cabinet shall determine the types of servicesthe procedures for the application
of the tax.
[15 April 1999; 23 November 2000; 22 November 2001]

Section 13° Application of the Tax to Investment Gold

(1) Investment gold within the meaning of this Lew

1) gold bars, or a wafer of weights accepted lylbllion markets, of a purity
equal to or greater than 995 thousandths, whetheotaepresented by securities; and

2) gold coins which are of a purity equal to oeaer than 900 thousandths, are
minted after 1800 are or have been legal tendtrarcountry of origin, and are normally
sold at a price which does not exceed the openeha&etue of the gold contained in the
coins by more than 80 %.

(2) Exempt from tax shall be:

1) the supply of investment gold inland and in teeritory of the European
Union;

2) the acquisition of gold in the territory of tReropean Union;

3) the import of investment gold; and

4) the services of intermediary agents, which @navided in transactions with
investment gold.

(3) A taxable person has the right in accordandé Waragraph four of this Section to
apply the tax for the supply of investment gold #mel services of an intermediary agent
if he or she for such a choice has informed theéeSRevenue Service before the
performance of the transaction.

(4) A taxable person who normally:

1) supplies gold for industrial purposes may ckeoa$iether to apply the tax to
the supply of investment gold referred to in Paapbrone, Clause 1of this Section;

2) produces investment gold or transforms any gald investment gold may
choose whether to apply the tax to the supply wéstment gold referred to in Paragraph
one, Clause 1lof this Section; and

3) provides intermediary agent services, partiangain the supply of investment
gold referred to Clauses 1 and 2 of this Paragragaty, choose whether to apply the tax
to intermediary agent services.

(5) A taxable person who performs the supply oestment gold released from taxes has
the right in applying the procedures specified ectidn 10 of this Law, in the tax
declaration to deduct from the amount of tax toph&l into the budget, as input value
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added tax, the tax which is calculated for:

1) the acquisition of investment gold from otleetable persons or other Member
State taxable persons who have decided to applyathdor the supply of investment
gold;

2) the acquisition of gold from other taxable p&s or other Member State
taxable persons or import of gold if such gold kbaltransformed into investment gold
by the taxable person or an intermediary agertemime of a taxable person; and

3) services which are received in order to chahgdorm, weight or purity of the
gold or investment gold.

(6) A taxable person who produces investment golttamsforms gold into investment
gold, irrespective of whether such taxable persoadcordance with Paragraph four of
this Section has decided to apply the tax to tipplyuof investment gold or not, has the
right in applying the procedures specified in Sattl0 of this Law, in the tax declaration
to deduct from the amount of tax to be paid in® blndget, as input value added tax, for
goods, which are acquired from other taxable persmmother Member State taxable
persons, or imported goods and received servicéschware associated with the
production of investment gold.

(7) For a taxable person who performs transactwatis investment gold, the documents
which are associated with such transactions, bleglireserved for five years after the end
of the calendar year in which the transaction watked.

[11 March 2004]

Section 14 Change of Ownership of Undertakings or Parts Therel Liquidation
of Undertakings

(1) If a State or a local government undertakingrivatised, and its new owner takes
over all rights and obligations of the undertak{pgits independently functioning parts)
in order to continue economic activity, the transacshall not be taxable.

(2) If property is allocated within agriculturalcorporated companies operating under
articles of association which have been establigheduant to the Law On Privatisation
of Agricultural Undertakings and Fishing Kolkhozesregard to capital shares as belong
to the members of a privatised kolkhoz or to pesgorwhom the status of a member of a
kolkhoz is applicable in accordance with Sectiorof3the Law On Privatisation of
Agricultural Undertakings and Fishing Kolkhozesx tshall not be imposed on the
property allocated.

(3) Where a State or other undertaking is leasedvidb redemption rights, tax shall not
be imposed on lease payments for the utilisatiamaiovable property or on redemption
payments, in regard to fixed assets as ensurepeatreurial activity.

(4) If an undertaking which has not been a taxg#eson during the period of its
operation is liquidated, tax is not required togad, upon the sale or transfer of the
property of such enterprise.

(5) If an undertaking which has been a taxable gre®r which should have been a
taxable person) during the period of its operatsoliquidated, then the tax for the goods
supplied and for home consumption goods shall b=uleded and paid pursuant to this
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Law. In such cases, the liquidators or the liquodaif the undertaking shall submit a
value added tax declaration to the State Revenueic8e in accordance with their

location. The undertaking has the right to dedfrotn the tax amount payable into the
budget, the part of the turnover tax which has hesed up to 1 November 1993 for the
residual value of fixed assets acquired. The pronssof this Paragraph do not apply to
fixed assets which have been acquired without gaigimover tax.

(6) If a balliff enforcing a decision of a courtlisethe property of an undertaking — a
taxable person — tax shall be imposed on the maskiele or the auction price of the

property.

(7) If the undertaking (company) which in its periof operation was registered as a
taxable person, as a result of reorganisationvisiell or a part of it is divested and new
undertakings (companies) are established and ajistesed with the State Revenue
Service as taxable persons 30 days after theistragjon in the Enterprise Register of the
Republic of Latvia, tax for the divested propettyalt not be calculated.

(8) If the undertaking (company) which in its periof operation was registered as a
taxable person, as a result of reorganisation igyeteor the undertaking (company) —
taxable person — is acquired by another undertakiognpany) and the newly established
undertaking (company) takes over all the rights alplegation of the merged or acquired
undertaking (company), tax for the transferred propshall not be calculated.

[ 13 November 1997; 23 November 2000]

Chapter V
Final Provisions
[11 March 2004]

Section 15 Liability for Violations of this Law

[11 March 2004]

[13 November 1997; 25 November 1999; 23 November 2000; 6 November 2003; 11
March 2004]

Section 16  Procedures for Reviewing Disputes
[11 March 2004]

Section 17  Procedures for Application of the Provisions of thé Law
[11 March 2004]
[15 April 1999; 11 March 2004]
Chapter VI
Application of Value Added Tax in the Territory of the European Union
[11 March 2004]
Section 18. Taxable Transactions in the Territory bthe European Union

(1) Taxable transactions in the territory of thedpean Union are:
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1) the transactions referred to in Section 2, gtafzh two of this Law performed
within the scope of economic activities and acduisi of goods in the territory of the
European Union;

2) acquisition of goods in the territory of ther&pean Union shall also be the
movement of a taxable person’s goods from other MenStates to inland to ensure the
entrepreneurial activities of such person inland;

3) supply of goods in the territory of the Europednion shall also be the
movement of a taxable person’s goods from other MenStates to inland to ensure the
entrepreneurial activities of such person in anokhember State; and

4) the acquisition of new means of transport peréal by a non-taxable person in
the territory of the European Union.

(2) As goods acquired in territory of the Europeaamon shall not be considered the
receipt of such goods from customs warehouses ew fones for which the export
procedure has been commenced in another Member @tdte European Union.

(3) As the acquisition of goods shall not be coased the dispatch of goods of a taxable
person of another Member State of the EuropeanrUfuo period, which may not be
longer than 24 months. This norm shall not be appii a person has brought in inland
goods for the processing, treatment or repair chsgoods for a period, which is not
longer than 24 months, and after the receipt ofréffierred to services they are not taken
out to the state from which such goods were broimght

(4) As the acquisition of goods shall not be coased the dispatch of goods by a taxable
person to another Member State of the EuropeannJfap period, which may not be
longer than 24 months. In such case, the taxalsopeshall ensure a detailed accounting
record for such goods in order that the taxatianiatstration may follow the movements
of the referred to goods.

[ 11 March 2004; 20 December 2004]

Section 19.  Place of Supply of Goods in the Territg of the European Union

() If the goods are dispatched or transported fomma Member State of the European
Union to another Member State of the European Urtlos place of supply shall be that
Member State of the European Union in which theatishing or transporting of the
goods commences.

(2) [20 December 2004]

(3) The place of supply of assembled or erectedig@hall be that Member State of the
European Union in which the goods are assembledeated.

(4) [20 December 2004]

[11 March 2004; 20 December 2004]

Section 20.  Place of Acquisition of Goods in the Ti&ory of the European Union
(1) If the goods are dispatched or transported foma Member State of the European

Union to another Member State of the European Urtioa place of acquisition shall be
that Member State of the European Union in whi@hdlspatching or transporting of the
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goods ends.

(2) The place of acquisition of a new means ofgpamt shall be that Member State of the
European Union in which the means of transportf beaegistered.

[11 March 2004; 20 December 2004]

Section 21.  Place of Importation of Goods in the Tatory of the European Union

The place of importation of goods in the territofythe European Union shall be
that Member State of the European Union in whiah ¢bstoms procedure — release of
goods for free circulation is ended (concluded).

[11 March 2004]

Section 22.  Place of Provision of Goods Transporte8vices in the Territory of the
European Union

(1) The place of provision of goods transport sersiin the territory of the European
Union shall be that Member State of the EuropeaiotJim which the transporting of the

goods commenced if it is not specified otherwisthia Section.

(2) If the goods transport service in the territofythe European Union is provided to
another Member State taxable person, the placeowigion of goods transport services
in the territory of the European Union shall bet thiember State of the European Union
in which the recipient of the service is registeasch taxable person.

(3) The place of provision of goods transport sssiin the territory of the European
Union shall be inland if the taxable person receitlee goods transport service in the
territory of the European Union from another Mem8tate taxable person.

(4) The place of provision of goods transport sesiin the territory of the European
Union shall be inland if a taxable person provigeseds transport services in the territory
of the European Union to another taxable persaspective of where the transport of
goods commenced.

[ 11 March 2004; 20 December 2004]

Section 23. Place of Provision of Goods Transport Associated 8aces in the
Territory of the European Union

If the transhipment or storage or other servicesoaated with goods transport
services in the territory of the European Unionoasded services are provided to a
receiver of services who is registered as a taxadlson in another Member State of the
European Union, then as the place of supply ofisesvshall be deemed to be that
Member State in which the receiver of servicegggstered as a taxable person.

[ 11 March 2004; 20 December 2004]

Section 24.  Place of Provision of Intermediary AgenServices in the Territory of
the European Union
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(1) The place of provision of intermediary agentvaes shall be determined in
accordance with Section 4, Paragraph three andjRgtaseven, Clause 9 of this Law. If
the intermediary agent provides services to taxpbteons in another Member State, the
place of supply of services shall be that MembeteSof the European Union in which
the receiver of the services is registered asabtaxperson.

(2) If the intermediary agent participates in thhevision of goods transport services in
the territory of the European Union, the place avision intermediary agent services
shall be that Member State of the European Uniowhith the goods transport service
was commenced. If the intermediary agent partiefpat the provision of goods transport
services in the territory of the European Uniornhe taxable person of another Member
State, the place of provision intermediary agentises shall be that Member State of the
European Union in which receiver of the serviceeiistered as a taxable person.

(3) If the intermediary agent participates in emsgithe services referred to in Section 23
of this Law, the place of provision intermediaryeagservices shall be that Member State
of the European Union in which the service is dbtyaovided. If the intermediary agent
participates in ensuring the referred to serviges the service is provided to a taxable
person in another Member State, the place of pmvisitermediary agent services shall
be that Member State of the European Union in whedeiver of the service is registered
as a taxable person.

[11 March 2004]

Section 25. Place of Supply of Services Associatedth Movable (tangible)
Property in the Territory of the European Union

The place of supply of services associated withabte (tangible) property in the
territory of the European Union shall be the platere the service is provided. If such
services are provided to another Member State taxayson, and the movable (tangible)
property after the provision of the service is ex@d from inland, the place of provision
of the service shall be that Member State of thegean Union in which the recipient of
the service is registered as a taxable person.

[11 March 2004]

Section 26.  Registration in the State Revenue Secei Register of Value Added
Tax Taxable Persons

(1) If for a non-taxable legal person or a non-l@&anatural person who performs
economic activities, the value of goods without &oquired in the territory of the
European Union reaches or exceeds 7000 lats ircdheent calendar year, then the
relevant person within a period of 30 days afterrgmching or exceeding of such amount
shall register in the State Revenue Service RegisteValue Added Tax Taxable
Persons. After registration in the State Revenu®i&e Register of Value Added Tax
Taxable Persons, such person may voluntarily wétvdnot earlier than two years from
the day of registration.

(2) If another Member State person supplies goatsd to a non-taxable person to
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whom in the Republic of Latvia excise duty is apglithen such other Member State
person prior to the performance of the transacsball register in the State Revenue
Service Register of Value Added Tax Taxable Persomspective of the value of the
excise goods supplied.

(3) If another Member State taxable person perfodmistance supply of goods in the
territory of the European Union and the goods aeeived in Latvia, and the total
amount of such supply of goods without taxes in ¢baent calendar year reaches or
exceeds 24 000 lats, then such other Member Sta#dble person shall, within a period
of 30 days after such amount has been reachedceedd, register in the State Revenue
Service Register of Value Added Tax Taxable Persons

(4) If another Member State person supplies gooda hon-taxable person and such
goods are assembled or erected inland, then sidr Member State taxable person
prior to the performance of the transaction shadjister in the State Revenue Service
Register of Value Added Tax Taxable Persons irrespeeof the value of the assembled
or erected goods.

(5) If another Member State taxable person providesservices referred to in Section 4,
Paragraph four, Clause 1 and Paragraph five ofLiéwg to any person, then such other
Member State taxable person prior to the provigibthe service shall register in the
State Revenue Service Register of Value Added TexaBle Persons irrespective of the
value of the services provided.

(6) If another Member State person provides theices inland referred to in Section 4,
Paragraph two, Clauses 2 and 3 and Paragraph sinsofaw to a non-taxable person,
then such other Member State person prior to theigion of the service shall register in
the State Revenue Service Register of Value AddedTexable Persons irrespective of
the value of the services provided.

(7) Another Member State person has the right gister in the State Revenue Service
Register of Value Added Tax Taxable Persons aldoeifor she has not reached the
registration threshold referred to in Paragrapbetuof this Section.

(8) If in this Section it is not otherwise speaifjeanother Member State person who
inland performs the acquisition of goods in theitery of the European Union or supply
of goods shall register in the State Revenue Serlegister of Value Added Tax
Taxable Persons irrespective of the value of thedgaacquired. The referred to norm
shall not be applied to those other Member Statsoms who do not perform economic
activities in the territory of the European Union.

(9) Persons whose legal address is in the Repuobllatvia and who receive foreign
financial assistance from European Union pre-stimattfunds, prior to the acquisition of
goods in the territory of the European Union perfed within the scope of the project
and prior to the receipt of services from taxal#espn from other Member States, shall
register in the State Revenue Service Registeratie/Added Tax Taxable Persons for a
period until the end of project activities.

[11 March 2004; 7 April 2004; 20 December 2004]

Section 27.  Triangular Transactions
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(1) In a triangular transaction the dispatcherha&f goods, an intermediary and the final
recipient of the goods are involved. The dispatcberthe goods on the basis of
instructions from the intermediary shall dispaticé goods to final recipient of the goods.
(2) In triangular transactions:

1) the dispatcher of the goods performs the suppboods in the territory of the
European Union to the intermediary;

2) the intermediary performs the acquisition o thoods in the territory of the
European Union and the supply of goods in thetteyriof the European Union to the
final recipient of the goods. In the quarterly staént regarding supply of goods in the
territory of the European Union such supply sheleindorsed with the letter S; and

3) the recipient of the goods performs the actaisiof the goods in the territory
of the European Union.

[11 march 2004]

Section 28.  Application of the 0 Per Cent Tax Ratdor Transactions in the
Territory of the European Union

(1) The 0 per cent tax rate shall be applicabléosupply of goods in the territory of the
European Union by taxable persons if:

1) the accompanying documents of the goods (imatudhvoices) indicate that
the receiver of the goods is another Member Sgadabile person with a valid registration
number in such state’s register of value addedatgable persons; and

2) the goods are dispatched or transported fréamihto a destination in another
Member State and this is certified by the exisogds transportation documents at the
disposal of the supplier of the goods.

(2) The 0 per cent tax rate shall be applicabléhtosupply of goods performed by an
intermediary if he or she participated in trianguteansactions in accordance with
Section 27 of this Law.

(3) The 0 per cent tax rate shall be applicablthéoperformance of the supply of goods
by a taxable person intended for assembly or emedt another Member State taxable
person. The value of the assembly or erection serar the goods shall be included in
the value of the supply of the goods.

(4) The O per cent tax rate shall be applicabldaéoprovision of goods transport services
by a taxable person in the territory of the Europémion if it is provided to another
Member State taxable person.

(5) The 0 per cent tax rate shall be applicablehtoperformance of the supply of new
means of transport by any person to another Mel&tage person.

(6) If a taxable person provides the services, Whie referred to in Section 4, Paragraph
four, Clause 2 and Paragraph seven of this Lawntath@&r Member State person, the O
per cent tax rate shall be applicable to the sesvic

(7) If a taxable person provides the services, s referred to in Section 25 of this
Law to another Member State person, and after tbeigion of the service the movable
property is exported from inland, the O per cent tate shall be applicable to the
services.

Translationo 2005 TulkoSanas un termingifas centrs (Translation and Terminology Centre) 41

e



(8) If a taxable person — an intermediary agentovides the services, which are referred
to in Section 24 of this Law to another Member &taixable person, the O per cent tax
rate shall be applicable to the services.
(9) Persons who are registered in the State Rev@anace Register of Value Added Tax
Taxable Persons in accordance with Section 26,gPgsh nine of this Law, the O per
cent tax rate shall be applicable to:

1) the acquisition of goods in the territory oketEuropean Union performed
within the scope of the project; and

2) the receipt within the scope of the projecthaf services referred to in Section
4, Paragraph four, Clauses 2 and 3, as well agRguias six and seven of this Law.
[ 11 March 2004; 20 December 2004]

Section 29. Value of Supply of Taxable Goods in th&erritory of the European
Union and Value of Acquisition of Goods in the Teritory of the
European Union

(1) The value of supply of taxable goods in theitiety of the European Union shall be
determined in accordance with Section 2, Paragi@gohof this Law.

(2) The value of the acquisition of goods in theitery of the European Union shall
include all payments (including for intermediatiompsurance, packaging, and
transportation), which the supplier collects frdme purchaser, as well as excise duty and
other taxes and fees if such is provided for incgfgeregulatory enactments, except
value added tax.

(3) In performing the movement of goods in accoogawith Section 18, Clauses 2 and
3, the value of the acquisition of goods in theitery of the European Union and supply
of goods in the territory of the European Unionlisba the purchase value of such goods
or the cost of the goods, which is determined atntioment of the supply of the goods.
[11 March 2004; 7 April 2004]

Section 30. Procedures by which the Tax for the Acgsition of Goods in the
Territory of the European Union is Calculated and Raid

(1) If a taxable person receives goods from anditesnber State taxable person, then he
or she shall calculate and pay the tax into théeSiadget applying to such transactions
the appropriate rate of tax in accordance with iBedd, Paragraph one or three of this
Law. The referred to norm shall be applicable asothose persons who receive
electricity and natural gas utilising distributispstems from taxable persons from other
Member States.

(2) If a non-taxable person performs the acqumsittd goods in the territory of the
European Union, his or her tax shall not be catedland shall not be paid into the State
budget until the registration threshold referredrntdSection 26, Paragraph one of this
Law has been reached.

(3) If a non-taxable legal person or natural penstwo performs economic activities has
reached the registration threshold referred todntiSn 26, Paragraph one of this Law,
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then he or she, after registration in the StateeRe& Service Register of Value Added
Tax Taxable Persons, for the acquisition of good#e territory of the European Union,
shall calculate and pay the tax into the State budgplying to such transactions the
appropriate rate of tax in accordance with SeciioRaragraph one or three of this Law.
(4) If a taxable person receives goods from anoltember State taxable person and
such person himself or herself or a third personisror her name erects or assembles the
goods, then the receiver of the goods shall payathénto the State budget.

(5) If goods are received in the Republic of Latéiam taxable persons from other
Member States of the European Union, the tax feratquisition of goods need not be
calculated and need not be paid into the budget.

[ 11 March 2004; 20 December 2004]

Section 31. Procedures by which the Tax for Servisein the Territory of the
European Union is Calculated and Paid

(1) If another Member State taxable person provigesds transport services in the
territory of the European Union to a taxable pergben the tax shall be paid into the
State budget for the received service by the receaif/the service.

(2) If a taxable person receives the services mafleto in Section 4, Paragraph four,
Clauses 2 and 3 and Paragraph seven, and Sectidta@xgraph one of this Law, then
the tax shall be paid into the budget by the resredf the service.

[ 11 March 2004; 20 December 2004]

Section 32.  Procedures by which the Tax for ServiseProvided Electronically in
the Territory of the European Union is Calculated ad Paid

(1) A non-registered person in the territory of Elropean Union who in the territory of

the European Union provides a non-taxable persoa ddes not perform economic

activities the services referred to in Section da@raph seven, Clause 11 of this Law,
may register such supply of services in the Repubfi Latvia. The State Revenue

Service shall register such person as an electsanidce provider in the territory of the

European Union irrespective of the value of theiserprovided.

(2) The person referred to in Paragraph one ofSbigtion shall pay the tax according to
the procedures specified by the Cabinet from thaevaf the service provided.

(3) The Cabinet shall determine:

1) the procedures by which the person referred Raragraph one of this Section
shall submit to the State Revenue Service a ragjistr submission;

2) the procedures by which the State Revenue &eshall register the person
referred to in Paragraph one of this Section aslantronic service provider in the
territory of the European Union, and the time pasior registration; and

3) the procedures by which a non-registered peigothe territory of the
European Union who is registered in the Republidatfvia as an electronic service
provider in the territory of the European Unionlskabmit to the State Revenue Service
tax declarations and pay in the amounts of taxHerservices referred to in Paragraph
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one of this Section, as well as the time perioddHe submission of tax declarations and
payments of the amounts of tax.

(4) The tax which the non-registered person in téreitory of the European Union
referred to in Paragraph one of this Section had jpdand for goods and services to
ensure the provision of his or her electronic smsj shall be repaid from the State
budget applying the procedures specified in Sedtmof this Law.

[11 March 2004]

Section 33.  Application of Tax in Release of Goodsr Free Circulation Inland

() If goods which are imported into the territamfythe European Union are released for
free circulation inland, the tax which is calcuthten accordance with Section 5,
Paragraph one or three of this Law, the receivethefgoods shall pay into the State
budget after the release of the goods for freaulzton.

(2) A taxable person who operates in the name othen Member State taxable person in
releasing goods for free circulation shall apply @er cent tax rate if:

1) itis indicated in the accompanying documenthe goods that the receiver of
the goods is another Member State taxable persam vals a valid value added tax
registration number; and

2) the goods after release for free circulatiantesinsferred by the receiver of the
goods referred to in Clause 1 of this Paragragntiher Member State.

(3) The taxable person referred to in Paragraph dfvthis Section in transferring the
goods after release for free circulation to anoMember State, shall indicate the supply
of the goods on his or her own tax declaration ianthe quarterly statement regarding
supply of goods in the territory of the Europeanddn

(4) If the goods are released for free circulatiananother Member State and is
transferred for ensuring the economic activity lué taxable person inland, such person
shall calculate and pay the tax into the State buudg

[ 11 March 2004; 20 December 2004]

Section 34.  Application of the Tax in Performing tle Acquisition and Supply of
New Means of Transport in the Territory of the European Union

(1) Any person in acquiring a new means of transfpom another Member State person
and registering it inland shall pay the tax. A riarable person shall pay the tax into the
State budget prior to the registration of the mesdngansport.

(2) If a non-taxable person acquires a new meatmo$port from another Member State
person, he or she shall inform the State RevenuweicBeby the fifteenth of the next
calendar month, submitting a notice regarding twussition of a new means of transport
and copy of a document certifying the payment efttx.

(3) If a non-taxable person supplies a new meartsangport to any other Member State
person, then a 0 per cent tax rate shall be apftiedsuch supply according to the
procedures specified by the Cabinet.

(4) The Cabinet shall determine the procedures bigtwthe amount of tax to be paid
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shall be calculated, and the procedures by whiohnataxable person shall:

1) draws up and submits to the State Revenue c®eaviax invoice regarding the
supply of a new means of transport;

2) submits to the State Revenue Service docunfientie refund of tax from the
State budget; and

3) receives from the State budget the amountoftdabe repaid regarding the
supply of a new means of transport.
[ 11 March 2004; 20 December 2004]

Chapter VIi
Final Provisions
[11 March 2004]

Section 35 Liability for Violations of this Law

(1) Liability of taxable persons for failure to pélye tax in the correct amount and on
time shall be determined pursuant to the legigta¢inactments of the Republic of Latvia.

(2) If the tax amount to be paid into the budgétudated in the tax declaration has been
reduced, or the amount to be repaid from the budgehe tax amount to be carried

forward to the next taxation period has been irsgdathe taxation administration shall
calculate and for the benefit of the budget shedover from the taxpayer the reduced
(increased) amount of tax and a fine in the sameuatthereof.

(21 If the taxable person in the taxation period bakulated the amount payable and
included it in the tax declaration regarding thetp@axation period or the post taxation
period following thereof, the referred to tax ambian the late period shall be calculated
for the increase in the basic debt and fines fi&r fayments in accordance with the Law
On Taxes and Fees

(3) If a person has not registered with the StateeRue Service in accordance with the
requirements of Section 3 of this Law as a taxgteson, but carries on taxable

transactions, such a person shall be subject, frenday when he or she should have
registered in accordance with the procedures plestin this Law, to payments of value

added tax without the right of deductions of inpatlue added tax. If the person referred
to performs the supply of taxable timber, this parshall, from the day when he or she
had to register according to the procedures spekcidy this Law, have applied a fine

determined at an amount of 18 per cent of the valdlee timber supplied.

(4) If a person unlawfully issues a tax invoice;aiges the tax which he or she do not
have the right to receive, or intentionally perfsrimther actions not permitted by this
Law, the State Revenue Service shall have the tminécover, by undisputed process,
the unlawfully received tax amounts for the Stateldet and to collect a fine in the

amount of 200 per cent of the unlawfully receivaxd amount.

(5) If a taxable person who in importing fixed dssieas not paid the tax in accordance
with Section 12, Paragraph' 2f this Law, and within a period of one year frtme time

of importation has leased them or otherwise aleshahem, he or she shall pay a fine
which is determined at an amount of 18 per cemh@fvalue of the fixed assets indicated
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in customs declaration. This norm is not applicdabléhose taxable persons for whom the
performance of lease or leasing transactions is pinenary activity.
(6) If a taxable person who in supplying goods mmvping services to another Member
State person has without justification applied @hger cent tax rate, then he or she shall
pay into the State budget the unpaid amount oataka fine in accordance with the Law
On Taxes and Fees.
(7) If a non-taxable legal person or non-taxableirzd person who performs economic
activities, he or she shall pay into the State lktidge unpaid amount of tax and a fine in
accordance with the Law On Taxes and Fees if lsher

1) has not paid the tax regarding services reddiveaccordance with Section 12,
Paragraph 4of this Law; or

2) has not registered in the State Revenue SeReggster of Value Added Tax
Taxable Persons after, in relation to the acqoisitof goods in the territory of the
European Union, the registration threshold spetifreSection 26 of this Law has been
reached.
(8) A non-taxable legal person or non-taxable ratperson shall pay into the State
budget the unpaid amount of tax and a fine in atare with the Law On Taxes and
Fees if he or she has not paid the tax for theiaitiun of a new means of transport in
accordance with Section 34, Paragraph two of thig.L
(9) If the non-taxable person has not calculatedl lzas not paid the tax into the State
budget in accordance with Sections 30 and 31 sflthiv, he or she shall pay a fine in
the amount of 10 per cent of the amount of unpaid t
[ 11 March 2004; 20 December 2004]

Section 36 Procedures for Application of the Provisions of th Law

The procedures for application of the norms of thiaw, in providing
interpretation of the norms of this Law and exptanaexamples, shall be regulated by
Cabinet regulations.

[11 March 2004]

Transitional Provisions

1. With the coming into force of this Law, the foNing laws and regulations are
repealed:

1) the Law On Turnover TaxLétvijas Republikas Augstakas Padomes un
Valdibas Zigotajs, 1992, Nos. 2/3, 10, 29./31; 1993, Nos. 1/2, 2024/25 Latvijas
Republikas Saeimas un Ministru Kabineta Zizotajs, 1993, No. 31; 1994, Nos. 2, 12) and
the regulations, instructions and letters of thdiQet, the Ministry of Finance and the
State Revenue Service, which regulate the appicati the Law On Turnover Tax;

2) the 19 December 1991 Supreme Council of the Blapaf Latvia Resolution
On the Procedure for Coming into Force of the Lawth® Republic of Latvia On
Turnover Tax [atvijas Republikas Augstakas Padomes un Valdibas Zigotajs, 1992, No.
2);
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3) the 12 February 1992 Supreme Council of the Bigpof Latvia Resolution
On the Procedure for Coming into Force of the Law Anendments and Additions to
the 18 December 1991 Law of the Republic of Lat@a Turnover Tax l(atvijas
Republikas Augstakas Padomes un Valdibas Zinotajs, 1992, No. 10);

4) the 1 June 1993 Supreme Council of the Repulbliatvia Resolution On the
Coming into Force of the Law On Amendments to tBeDkecember 1991 Law of the
Republic of Latvia On Turnover Tax_ dtvijas Republikas Augstakas Padomes un
Valdibas Zigotajs, 1993, No. 24);

5) the 1 June 1993 Supreme Council of the Repuabliatvia Resolution On the
Coming into Force of the Law On Amendments and Adids to the 18 December 1991
Law of the Republic of Latvia On Turnover Takafvijas Republikas Augstakas
Padomes un Valdibas Zinotajs, 1993, No. 24);

6) the 10 July 1991 Presidium of the Supreme Couridhe Republic of Latvia
Resolution On the Interpretation of the Term “Exton Services” Used in the 18
December 1991 Law of the Republic of Latvia On Twer Tax; and

7) the 12 November 1992 Presidium of the Supremen€ibof the Republic of
Latvia Resolution On the Interpretation of the TeW@harged-for Services and Work”
regarding Budget Organisations and InstitutionsdUsethe 18 December 1991 Law of
the Republic of Latvia On Turnover Takatvijas Republikas Augstakas Padomes un
Valdibas Zipotajs, 1992, No. 46)

2. With the coming into force of this Law, the peyy®f turnover tax registered at the
State Revenue Service shall be treated as persaasié with value added tax.

3. The provisions of this Law, the implementatidiwhich shall be governed by Cabinet
regulations, may not be applied before the relevegtlations of the Cabinet come into
force.

4. Payers of turnover tax who have the right nobéoregistered as taxable persons in
accordance with Section 3 of this Law may, unfildy 1995, give notice regarding their
withdrawal from further payment of the tax.

5. Undertakings (companies) which have equippetbpéliing stations with electronic
cash systems by 1 January 1998 are permitted cor@dance with procedures prescribed
by the Cabinet, to reduce the payments of valueddalx into the State budget, but by
not more than 1500 lats for each petrol fillingtista

6. The regulations provided for in Section 7, Peaph four of this Law shall be adopted
by the Cabinet by 1 July 1998.

7. [22 November 2001]

8. Clause 18 of Section 6, Paragraph one of thig dtzall be in force until 31 December
2002.
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9. Paragraphs fourteen and fifteen of Section 1€hisf Law shall be in force until 31
December 2001.

10. If a hire-purchase (leasing) contract in wtiloh object of the leasing conforms to the
supplied goods referred to in Section 6, Paragomghof this Law, and is entered into by
1 January 2001, tax shall not be calculated reggrdayments which in accordance with
this contract are to be paid after 1 January 2Gahe conditions of such hire-purchase

(leasing) contract are not complied with and thgeabof the leasing remains in the

ownership of the giver of the leasing, the tax Ishal applicable as a lease transaction
according to the procedures specified in SectigriPd2agraph six of this Law.

10", If the hire-purchase (leasing) contract regarding supply of taxable goods is

entered into up to 1 January 2001 and in the Igasomtract there is separately recorded
credit interest which up to 31 December 2000 wagar@ble, then this interest shall not
be taxable also after 1 January 2001 until the eihthe operation of the concrete

contract.

11. The State Revenue Service shall by 1 Febru@d§ formulate the procedures for the
issuance and control of the certificates referceith tSection 12, Paragraph & this Law
and shall ensure the separate accounting of thiedssertificates in the State Revenue
Service territorial offices and customs authorities

12. The Cabinet shall adopt new regulations pravifite in Section 17 of this Law in

relation to the procedures for applying the norinthe Law On Value Added Tax. Up to
the day of the coming into force of the regulatioeferred to, but not longer than 1 May
2001, Cabinet Regulation No. 187 of 19 May 1998cPBdures for the Application of the
Norms of the Law On Value Added Tax, insofar as/taee not in contradiction to this
Law shall be applicable.

13. Section 10, Paragraph one, Clause 4 and Sei@ioRaragraphs'and 2 of the Law
On Value Added Tax shall come into force on 1 ARAD1. Up to the day of the referred

to law norms coming into force, the norms of Paagbrtwo, Clause 3 and Paragraph five
of Section 6 are in force.

14. The regulations provided for in Section*i#.the Law On Value Added Tax shall be
adopted by the Cabinet by 1 April 2001.

15. Section 3, Paragraph four of the Law On Valdeled Tax shall be in force up to 31
December 2001.

16. [18 December 2003]

17. Section 7, Paragraph df the Law On Value Added Tax shall come into éom 1
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January 2002.

18. Section 13, Paragraph six of the Law On Valdeed Tax shall be in force up to 31
December 2002.

19. Section 13 Paragraph three of the Law On Value Added TaX sbane into force
on 1 April 2001.

20. Section 6, Paragraph one, Clause 14, Sub-cleusnd Clause 15; Section 7,
Paragraph 4and Section 12of the Law On Value Added Tax shall be in forcetos1
December 2002.

21. Section 5, Paragraph three; Section 6, Paragme, Clause® Section 6., Clauses
2,3,5,6, 7,8, and 9; and Sectiorf d2the Law On Value Added Tax shall come into
force on 1 January 2003.

22. The Cabinet shall, by 1 October 2002, issuer¢elations provided for in Section
122 of this Law.

23. The Cabinet shall, by 31 December 2002, issgelations which are associated with
the implementation of a 9 per cent rate of valugeadax.

24. Section 12, Paragraph™Xd the Law On Value Added Tax shall be applicati#® in
relation to the refund of amounts of value addedvihich up to day of the coming into
force of this amendment and in relation to whictexa administration decision has not
been taken regarding its refund or direction toecoanother tax, fee or mandatory
payment.

25. Section 6, Paragraph one, Clause 14, Sub-cldusé the Law On Value Added Tax
shall be in force until 30 June 2006.

26. Section 6, Paragraph one, Clause 9 of the Law&ue Added Tax shall be in force
up to 30 June 2005 (inclusive).

27. The coming into force of Section 6, Paragrapd, €lauses’damendment to Section
11, Paragraph’dn relation to the deletion of the second sentearmthe amendment to
Paragraph seven shall come into force on 1 May 2004

28. [18 December 2004]

29. Undertakings producing heating (taxable pensomghich supply heating to
inhabitants in submitting the tax declaration fatyJ2006 may deduct the input value
added tax paid for acquired heating fuel in 200& 2006 and not deducted. The amount
of input value added tax to be deducted shall berdened in relation to the residual
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amount of existing heating fuel on 1 July 2006 #pet by the results of an inventory,
taking into account the proportion applied at trement of acquisition.

30. Up to the day of the coming into force of tistsl approved by the Cabinet referred to
in Section 6, Paragraph one, ClausesS@ction 6, Clause 3; Section®%.Clauses 1, 2, 3
and 4 of the Law On Value Added Tax, but not ldkem by 1 July 2004, the relevant
lists which have been developed by the MinistrWéélfare (Ministry of Health) and
Ministry of Agriculture and co-ordinated with the ifstry of Finance shall be
applicable.

31. Section 5, Paragraph 3; Section 6, Paragraph@ause 20 and Sectiort hall be
in force until 30 April 2004 (inclusive).

32. Section 5, Paragraph 4 and Sectiérsi6all come into force on 1 May 2004.

33. The Cabinet shall, by 1 April 2004, issue tegutations provided for in Section 2,
Paragraph fifteen; Section 7, Paragraphs one amg $&ction 12, Paragraphi; Bection
122 Section 32, Paragraph three and Section 34, Raufaghree of this Law.

34. The Cabinet shall, by 1 April 2004, issue ragahs which are associated with the
application of value added tax to transactionhieterritory of the European Union.

35. If the contract regarding hire-purchase (legsimas entered into up to 30 April 2004,
the tax for this transaction shall be payable togetvith payments to be made in the time
periods indicated in the contract, applying sutchxarate as was applicable on the day of
the entering into of the hire-purchase (leasinggatcontract. If the contract regarding
hire-purchase (leasing) was entered in respedieftpply of the goods referred to in
Section 6, Paragraph one of this Law, but the d¢mrd of the contract are not fulfilled
and therefore the hire-purchase (leasing) objecanes the property of the lessor, the tax
shall be applied as a leasing transaction andecltd all the previously made hire-
purchase (leasing) payments. In such case, tortpaidi tax amount shall be applied the
increase in the basic debt and fines for late paysnprovided for in Section 29 of the
Law On Taxes and Fees.

36. The crediting of leasing, which is performedaiccordance with a contract that is
entered into up to 30 April 2004 shall be deemeble@ financial transaction and the tax
shall not be applicable to such crediting.

37. The tax for goods, which are imported inlarahfrMember States or candidate states
of the European Union up to 30 April 2004, in appdyone of the customs procedures or
regimes, shall be applied and paid into the budgebrding to the procedures specified
by law after the completion of the customs proceddr release of goods for free
circulation.
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38. A taxable person who is included in the lispefsons prepared and published in the
newspapeLatvijas Vestnesis by the Enterprise Register of the Republic of iatwhich

by 31 December 2004 in accordance with SectionPEdagraph one of the Law on
Procedures for the Coming into Force of The Comiaklcaw have not applied for
recording in the commercial register and regardhrg liquidation of which a decision
has not been taken, shall be deemed to be excludedthe taxable persons register
commencing from the day when the referred to l&$ wublished.

39. The supply of goods and the acquisition of gowdthe territory of the European
Union and the provision of services in the timeigetfrom 1 May 2004 to 31 December
2004 shall be deemed to have occurred also irotlening cases:

a) goods have been dispatched and tax invoicés&msror

b) goods have been received and tax invoices lheee received, or

c) services have been provided and tax invoicésany or

d) payment has been made in advance, or

e) consideration received in advance.

40. Tax for the taxable transactions referred tdParagraph 39 of the Transitional

Provisions shall be paid into the budget or dedlei® input tax in the taxation period

when the goods were supplied and the tax invoigdenr the service provided and the

tax invoice written or an advance has been receigedds have been received and tax
invoices received, the service has been receivddaninvoices received or an advance
payment has been made. However, if the taxabl@pensthis time period has calculated

the tax and the input tax has been deducted duleetdact that one of the conditions

referred to has come into effect (in terms of timéhe first), a correction to the tax

declaration need not be performed.

41. Until the day of the coming into effect of tlie approved by the Cabinet referred to
In Section 6, Paragraph one, Clauseof this Law, but not later than 1 May 2005,
Cabinet regulation No. 442 of 27 April 2004, Regiolas regarding Medical Services,
which are not Taxable with Value Added Tax shalbbelied.

42. Until the day of the coming into effect of tlie approved by the Cabinet referred to
In Section &, Paragraph one, Clause 2 of this Law, but not ltten 1 May 2005,
Cabinet regulation No. 550 of 21 June 2004, Reguiatwith respect to the supply of
Medical Devices and Medical Goods to which a Fiee €ent Value Added Tax Rate is
Applied shall be applied.

43. Amendments to Section 7, Paragraph four of ithiw shall come into force on 1
September 2005.

44. The Cabinet shall issue, by 1 July 2005, tlyeilegions provided for in Section 10,
Paragraph sixteen of this Law.
[13 November 1997; 15 April 1999; 23 November 2000; 1 march 2001; 22 November

Translationo 2005 TulkoSanas un termingifas centrs (Translation and Terminology Centre) 51

e



2001; 9 October 2002; 12 December 2002; 6 November 2003; 18 November 2003; 11

March 2004; 11 November 2004; 20 December 2004; 16 June 2005]

Informative Reference to European Union Directives

This Law contains legal norms arising from Direesv 77/388/EEC and

86/560/EEC.
[6 November 2003]
This Law shall come into force on 1 May 1995.

This Law has been adopted by Ss=ima on 9 March 1995.

President
Riga, 30 March 1995
Transitional Provisions Regarding Amendments
to the Law On Value Added Tax

Transitional Provisions
(regarding amending Law of 26 October 1995)

This Law shall come into force the day after itsgiamation.

Transitional Provisions
(regarding amending Law of 25 April 1996)

G. Ulmanis

Farms which are registered as taxable persons aiwhwn accordance with this
Law have a right to choose whether to register asable person shall be excluded from
the register of tax payers pursuant to a writtebngasion in accordance with the

procedures prescribed by the Cabinet.

Transitional Provisions

(regarding amending Law of 28 November 1997)

This Law shall come into force on 1 January 1998.

Transitional Provisions

(regarding amending Law of 25 November 1999)
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This Law shall come into force on 1 January 2000.
Transitional Provisions
(regarding amending Law of 23 November 2000)
This Law shall come into force on 1 January 2001.
Transitional Provisions
(regarding amending Law of 22 November 2001)
This Law shall come into force on 1 January 2002¢ept for the amendments to
Section 12 of the Law On Value Added Tax, whichllst@me into force on the next day

after the proclamation of this Law.

Transitional Provisions
(regarding amending Law of 9 October 2002)

This Law shall come into force on 1 January 2003.

Transitional Provisions
(regarding amending Law of 12 December 2002)

This Law shall come into force on 1 January 2003.
Transitional Provisions
(regarding amending Law of 20 December 2004)

This Law shall come into force on 1 January 2005.
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