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The Supreme Council

of the Republic of Latvia Law

On Personal Income Tax

Chapter I
General Provisions

Section 1. Structure of Personal Income Tax

1. Personal income tax (hereinafter – tax) shall be a tax, which is imposed on income acquired by a natural person, and it shall consist of:

1) payroll tax calculated from the income acquired by the employee and paid by the employer;

2) license fee which is an advance payment determined by local governments for the performance of certain types of economic activity; and

3) tax for income from economic activity where it is not the object of the enterprise income tax, and tax from other sources of income.

2. The tax shall be calculated and paid into the budget in two ways: in advance, also in the form of payroll tax and license fee, and in accordance with the summary procedures, by drawing up an annual income declaration (hereinafter – declaration).

[31 May 1995; 19 December 1996; 25 November 1999]

Section 2. Taxpayers

The tax shall be paid by:

1) natural persons who are domestic taxpayers (hereinafter – also residents) in conformity with the Law on Taxes and Fees and who have obtained income in the Republic of Latvia and/or foreign states during the taxation period;

2) natural persons who in conformity with the Law on Taxes and Fees are foreign taxpayers (hereinafter – also non-residents) and who have obtained income in the Republic of Latvia during the taxation period; and

3) natural persons – owners of individual undertakings, also the owners of agricultural and fishery farms who have acquired income upon which the enterprise income tax has not been imposed during the taxation period (calendar year).

[31 May 1995]

Section 3. Taxable Object

1. The tax shall be imposed on the amount of the taxable income of the taxation period (calendar year) of the payer of domestic tax (hereinafter – payer). The object of the payroll tax shall be the monthly taxable income of the payer.

2. The annual taxable income of the domestic taxpayer (the monthly taxable income of the payer of payroll tax) shall be the annual (monthly) income, except the non-taxable income referred to in Section 9 of this Law from which the following shall be subtracted:

1) eligible expenditure specified in Section 10 of this Law;

2) annual (monthly) non-taxable minimum of the payer; and

3) relief referred to in Section 13 of this Law.

3. The taxable income of the foreign taxpayer (non-resident) shall be:

1) employment income, including income from paid employment performed in the Republic of Latvia for an employer who is not a resident of the Republic of Latvia or who does not have a representation office in the Republic of Latvia, or for the work which has been performed outside the Republic of Latvia for an employer of the Republic of Latvia;

2) income from professional activities performed in favour of residents of the Republic of Latvia or of permanent representations of non-residents in or outside the Republic of Latvia;

3) income from the professional activities of artists, sportsmen or trainers in the Republic of Latvia irrespective of whether this income is received by the artist, sportsman or trainer himself or herself or by another legal or natural person;

4) income from the performance of duties in a council or board of directors of a capital company or a co-operative company registered in the Republic of Latvia irrespective of whether the income is received from capital companies or co-operative companies registered in the Republic of Latvia or from other capital companies or co-operative companies, which are not residents of the Republic of Latvia;

5) income from a partnership registered in the Republic of Latvia;

6) income in the form of a liquidation quota from a capital company or co-operative company registered in the Republic of Latvia – in the amount such income exceeds payable dividends;

7) income from the utilisation of an immovable property located in the Republic of Latvia;

7.1) income from the alienation of an immovable property located in the Republic of Latvia;

8) income from the utilisation of a movable property in the Republic of Latvia;

9) income from the agricultural production of a personal subsidiary farm, home farm, as well as of agricultural and fishery farms;

9.1) income from the sale of forest stands and sale of timber;

10) dividends in accordance with the rate determined in the Law On Enterprise Income Tax;

11) interest income, except interest income specified in Section 9, Paragraph one of this Law;

12) payment for intellectual property:

a) author’s fees (royalty) for the creation of works of science, literature and art, discoveries, inventions and works of industrial models, taking into consideration rates of expenditure which have been determined by the Cabinet in accordance with Section 10, Paragraph one, Clause 4 of this Law, and

b) payments for other types of intellectual property in accordance with the rate specified in Section 3, Paragraph four, Clause 4, Sub-clause a) of the Law On Enterprise Income Tax;

13) insurance compensation which in accordance with the life, health and accident insurance contract entered into by the employer (or another policyholder – legal person) is paid out when the end of the time period provided in the contract has come or when terminating the contract before the time period in the interests of the insured;

14) pensions paid out in accordance with the laws of the Republic of Latvia; and

15) supplementary pension capital, which is formed from payments made by the employer into private pension funds in conformity with licensed pension plans and paid out to pension plan participants.

[31 May 1995; 19 December 1996, 25 November 1999; 30 November 2000; 11 December 2003; 20 December 2004; 20 October 2005]

Section 4. Way of Calculation and Collection of Tax

1. Tax shall be calculated and paid into the budget:

1) payroll tax (of the payer) – by the employer;

2) from the income specified in Section 17, Paragraphs ten and twelve of this Law – by the payer thereof;

3) from the income referred to in Section 1, Paragraph one, Clause 3 of this Law, as well as the license payment – by the payer;

4) where the payer is employed by an employer – a foreign tax payer, the payroll tax – by the employer or payer himself or herself in accordance with the Cabinet regulations; and

5) payroll tax of such payer whose work is remunerated from the funds of foreign technical assistance or loans from international financial institutions – by the employer or payer himself or herself in accordance with the Cabinet regulations.

2. The payer, except the persons referred to in Section 20 of this Law, shall pay the tax in conformity with the declaration in accordance with summary procedures. Advance payments of the tax shall be made during the taxation year.

3. The amount of the advance payment of the tax for the payer who obtains income economic activities from the income of which personal income tax shall be paid, shall be determined in accordance with Cabinet regulations.

4. For a natural person – non-resident, with the acquisition of the status of a resident, the final tax shall be the tax calculated and paid into the budget.

[31 May 1995, 25 November 1999; 30 November 2000; 11 December 2003; 20 October 2005]

Section 5. Restrictions for the Employer

[30 November 2002]

Section 6. Restrictions for the Employee

Each resident of the Republic of Latvia may have only one payroll tax booklet (hereinafter – booklet) issued by the territorial office of the State Revenue Service or local government according to the place of residence of the person. The booklet shall be submitted to the place of the primary employment. The Cabinet shall determine the procedures for the issue of booklets.

[30 November 2000]

Chapter II
Specification of the Annual Taxable Income

Section 7. The Annual Income of the Payer

The annual income of the payer shall consist of the aggregate of money, natural values and services received within the whole taxation period (calendar year).

[31 May 1995]

Section 8. Sources of the Annual Taxable Income

1. The income for which payroll tax must be paid in conformity with Paragraphs two, four and five of this Section, as well as the rest of the income referred to in Paragraph three of this Section shall constitute the annual taxable income of the payer.

2. Salary, premiums, single and regular remuneration and other income an employee receives on the basis of current or past employment relations in companies, public undertakings, institutions, organisations and from natural persons, as well as remuneration for the performance of duties of the civil service and income from the performance of a contract of employment shall be regarded as the income for which the payroll tax must be paid in conformity with Cabinet regulations.

3. The following shall be regarded as the rest of the income of a natural person for which the tax must be paid:

1) income from individual work, undertaking contracts, commercial agent and broking activities;

2) income from an individual undertaking, as well as from an agricultural or fishery farm, if they are not the object of enterprise income tax and income from individual merchant activities;

3) income from a partnership, as well as income from the resale of a divided agricultural services co-operative society and income from the allocated surplus of an apartment owner’s co-operative society, motor vehicle garage owner’s co-operative society, boat garage owner’s co-operative society and horticultural co-operative society;

4) income, which is received by shareholders (members) of a commercial company, co-operative society, organisation, association and foundation in the case of liquidation or reorganisation of the commercial company, co-operative society, organisation, association and foundation;

5) income from the leasing or renting of immovable property (buildings, parts of buildings, apartments, land);

6) income from the transfer of an object (land, premises) further to a sub-lessee or sub-tenant;

7) income from leasing movable property;

8) income from intellectual property and the rights arising from it (author’s fee, performer’s royalties, honoraria of the authors of the works of science, literature and art, discoveries, inventions and works of industrial models and the honoraria their heirs), as well as from the right to exercise rights to the intellectual property;

9) donations received from merchants, commercial companies, co-operative societies, organisations, associations and foundations, as well as donations received from natural persons – performers of economic activities, which have been paid out within the scope of the economic activities of the natural person;

10) pensions irrespective of the source of payment thereof; and

11) other income not referred to in Section 9 of this Law.

4. The provisions of Paragraph two of this Section shall not apply to the income a natural person obtains on the basis of employment relations which provide for the employment of such person on a ship utilised in international transport which is in the ownership or possession of a domestic undertaking (within the meaning of the Law On Enterprise Income Tax), if the ship is registered in the Latvian Register of Ships. The income of the person referred to for which payroll tax has to be paid shall be the part of the income in the amount of two years of minimum (monthly) salaries determined by the Cabinet obtained on the basis of the employment relations.

4.1 The provisions of Paragraphs two and three of this Section shall not apply to income, which in conformity with Council Regulation No. 259/68 a natural person – resident of the Republic of Latvia – receives from the European Community (the institutions thereof) and which are taxed with Community taxes in accordance with Council Regulation No. 260/68.

5. The payments made by an employer in compliance with licensed pension schemes into private pension funds on behalf of employees and the paid amounts of the life assurance premium (with accumulation of funds) which in total do not exceed 10% of the gross remuneration for work calculated for the payer and amounts of payments of insurance premiums made for life, health and accident insurance of employees (without accumulation of funds) which do not exceed 10 per cent of the gross remuneration calculated for the payer in the taxation year, but not more than 180 lats a year shall be excluded from the income of the payer for which the payroll tax is paid, provided that the following conditions have been met:

1) the term of validity of the life insurance contract (with accumulation of funds) is not less than five years;

2) the term of validity of the life, health and accident insurance contract (without accumulation of funds) is not less than one year; and

3) the provisions of the life, health and accident insurance contract provide that the insurance compensation regarding an insurable event is paid to the insured person (or the acquirer of its benefit), other amounts pertaining to validity of the contract or the termination thereof is paid to the employer (insurance policy holder), and do not provide for the issuing of loans to the insured persons.

4) [20 December 2004]

[31 May 1995, 19 December 1996, 20 November 1997, 30 November 1997, 22 November 2001; 11 December 2003; 20 December 2004; 20 October 2005]

Section 9. Types of Non-taxable Income

1. The following types of income shall not be included in the annual taxable income and the tax shall not be imposed upon:

1) income of personal subsidiary farms, home farms and farms or fishing holding (hereinafter – farms) from agricultural production and the provision of rural tourism services, if it does not exceed 3000 lats a year taking into account the conditions in Paragraphs 3.1 and 3.2 of this Section;

2) income of a natural person – owner of an individual undertaking who is an enterprise income tax payer, and the dividends paid out to natural persons from the profits of a Republic of Latvia company or capital company and a European Union Member State resident – capital company profits, except dividends from non-residents and domestic undertakings which are not required to pay the enterprise income tax, as well as those undertakings which utilise the relief provided for by the Law On Foreign Investments in the Republic of Latvia or enterprise income tax relief specified in other Republic of Latvia laws, or analogous European Union Member State specified enterprise income tax reliefs in the year of declaring of dividends or in the preceding year;

3) income from deposits in credit institutions and savings and loan associations registered in the Republic of Latvia and other Member States of the European Union, as well as income from mortgage bonds;

4) insurance compensations, except those insurance compensations paid on the basis of a life, health and accident insurance contract entered into by the employer (or other policyholder – a natural person) on behalf of the insured, on the expiry date of the contract of insurance provided for in the contract of insurance or by terminating a contract before expiry of the term of validity thereof;

5) prizes of lotteries and gambling, which do not exceed the costs related to obtaining it – according to the procedures specified by the Cabinet;

6) income from Latvian State and local government bonds;

7) benefits to be paid from the budget specified in the regulatory enactments (provided for in budget appropriations), compensation for the performance of guardian duties and compensation for the performance of duties of a foster-family, except benefits for the temporary loss of the ability to work and benefits the basis of granting of which is the persons work or service relations with a budget financed institution, as well as other benefits to be paid from associations and foundations specified by the Cabinet;

8) scholarships paid from the budget, association or foundation resources approved by the Cabinet or resources of those international educational or co-operation programmes participation in which has been approved by the Cabinet;

9) income obtained as a result of inheritance, except author’s fees (royalty) which is paid to the inheritors of the copyright, and gifts received from natural persons;

10) material and monetary prizes (premiums) received at competitions and contests, the total value of which in the taxation year does not exceed 150 lats, and the prizes and premiums acquired at international contests the total value of which does not exceed 3000 lats a year, as well as the financial incentive paid out to the laureates of the prizes of the Baltic assembly;

11) allowance (alimony);

12) amounts received on the basis of a judgement of a court in connection with a divorce;

13) compensation in accordance with the procedures prescribed by legislative enactments for losses in the case of loss of ability to work related to mutilation or other damage to health, as well as in connection with the loss of a provider;

14) funeral benefit, which is granted in the case of the death of an employee, the kin (immediate family) thereof, and the value of which does not exceed 150 lats;

15) assistance in the case of a natural disaster or other exceptional circumstances if it has been provided on the basis of a decision of State or local government administrative bodies;

16) payments of compensation within the framework of the norms determined by laws and the Cabinet, except compensation for unutilised leave;

17) provision in kind determined by a decision of the Cabinet, as well as the amounts paid out instead of this provision;

18) compensation for donating blood and for other types of donor help;

19) income from selling one’s own property, except the income from:

a) selling of products (goods) produced or obtained for sale,

b) felling of a forest growing on the property of a natural person,

c) selling of such immovable property which has been in the possession of a person for more than 12 months,

d) repurchase of employee stocks;

20) assistance provided on the basis of a decision of a trade union institution from the funds of the trade union, which are formed from the payments of membership fees and donations (gifts) of foreign trade unions – in the amount of the annual non-taxable minimum;

21) money compensation paid to a natural person by undertakings (companies), on the basis of a condition that this natural person within a taxation period (in the calendar year) obtains a certain amount of goods in the relevant undertaking (company). This provision is not applicable in cases where the natural person is not the final consumer of the goods acquired (performs resale of these goods);

22) the amounts paid in the form of subsidies as State aid to agriculture or European Union aid to agriculture and rural development;

23) grants paid out in the framework of projects of the foundation Soros Foundation – Latvia and reimbursement paid out to a person outside of lawful employment relations with the foundation Soros Foundation – Latvia;

24) income from the investment of payments in private pension funds;

25) assistance in the form of money or other things, or services provided from a religious organisation or monies of an institution thereof on the basis of a decision of the religious organisation or a body of the institutions thereof (officials) – in the amount of the annual non-taxable minimum;

26) goods and services lottery prizes;

27) assistance in the form of money or other things, or services provided from the resources of public benefit organisations (except for religious organisations), or assistance which budget financed institutions, charity or philanthropic organisations have provided in things for which exemption from customs duties has been applied – in the amount of the annual non-taxable minimum; and

28) compensation for the termination of rental agreements and the freeing of dwelling space in denationalised houses or houses returned to lawful owners to tenants, who have lived in the relevant house up to the restoration of property rights to the lawful owner (his or her heirs).

2. Tax shall be imposed on the excess amount of the income referred to in Paragraph one, Clauses 1, 10, 14, 16, 20, 25 and 27 of this Section, if it exceeds the amount of the amount (rate) specified in these Clauses.

3. The provisions of this Section do not apply to income acquired in Latvia by non-residents.

3.1 The agricultural production referred to in Paragraph one, Clause 1 of this Section within the meaning of this Law shall be the production of products of crop production (also tree nursery growing, mushroom growing, wild berry growing), animal husbandry (also rabbit farming, poultry farming, bee-keeping and fur-farming), inland water fisheries (fish farming in private bodies of water or bodies of water transferred for use by natural persons) and horticulture also floriculture, greenhouse farming). Within the meaning of this Law, payer farm agricultural production products shall be deemed to be plant or animal kingdom products, which are realised in an initial (non-processed) way or after initial processing. The sale of agricultural production products from the payer’s farm may have a higher processing level if all the processing (except for the slaughter of livestock) is performed in his or her own farm.

3.2 The rural tourism services referred to in Paragraph one, Clause 1 of this Section within the meaning of this Law shall be the visitor accommodation services provided in rural territories or rural populated areas in specially fitted-out visitor accommodation housing or other adapted premises in which the basic number of beds does not exceed 12 and the number of supplementary beds is not larger than 6, as well as additional services associated thereof, which are based upon local cultural and nature resources.

4. The scholarship referred to in Paragraph one, Clause 8 of this Section shall be a single amount or an amount of money paid systematically for a longer period of time to a person:

1) who acquires a general or selected educational (study) programme at an educational establishment or independently;

2) for facilitating the acquisition of an educational (study) programme of dependent persons thereof at an educational establishment; and

3) for the support of research work or creative work thereof.

5. Benefits within the meaning of Paragraph one, Clause 7 of this Section shall also include the lifelong grants granted in accordance with the Cabinet regulations to the State scientists emeritus and lifelong scholarships granted by the Cultural Capital Foundation to workers in the fields of culture and the arts for their contribution in the development of culture and the arts.

6. The Cabinet shall prescribe the procedures by which scholarships from the foundations or international educational or co-operation programmes referred to in Paragraph one, Clause 8 of this Section are granted an exemption from the imposition of personal income tax.

[31 May 1995, 29 February 1996, 19. December 1996, 20 November 1997, 25 November 1999, 27 January 2000, 30 November 2000, 22 November 2001, 21 February 2002; 19 June 2003; 11 December 2003; 20 December 2004; 20 October 2005]

Section 10. Eligible Expenditure

1. Prior to imposing tax on income, the following expenditure of the payer shall be deducted from the amount of annual taxable income:

1) the amount of the social tax paid and State social insurance payments;

2) expenditure for the raising of qualifications, acquisition of a speciality, acquisition of an education, for the utilisation of health and therapeutic services and health insurance payments to insurance companies established and operated in accordance with the Law on Insurance Companies and Supervision thereof by the payer and family members thereof. The Cabinet shall determine the composition and rates of the expenditures referred to;

3) amounts which in the form of donations or gifts have been transferred to associations, foundations and religious organisations or the institutions thereof registered in the Republic of Latvia, which have been granted public benefit organisation status in accordance with the Public Benefit Organisations Law, and budget institutions, but these amounts may not exceed 20 per cent from the amount of the taxable income;

4) expenditure of the authors of works of science, literature and art, inventions and industrial models which is related to the creation, publication, performance or other utilisation and for which the authors receive author’s fees (royalty). The Cabinet shall determine the composition and rates of the expenditure referred to.

5) the payments made into the private pension funds established in accordance with the Law on Private Pension Funds, or other private pension funds registered in other Member States of the European Union, which together with the payments of insurance premiums referred to in Clause 6 of this Paragraph, and which have been made in compliance with a life assurance contract (with accumulation of funds) do not exceed 10 per cent of the annual taxable income of a person (in Paragraph two of this Section – of the monthly gross remuneration for work which is a remuneration for work of a calendar month prior to the deduction of those amounts for which in conformity with this Law, the reduction of the taxable income of an employee is permitted, as well as prior to any deduction); and

6) payments of insurance premiums made in conformity with a life assurance contract (with accumulation of funds) to an insurance company, which is founded and operates in accordance with the Law On Insurance Companies and Supervision Thereof, or an insurance company, which is registered in another Member State of the European Union, in accordance with the conditions of Section 8, Paragraph five, Clauses 1, 2, and 3 of this Law, and which together with those payments into the private pension funds which are referred to in Clause 5 of this Section do not exceed 10 per cent of the annual taxable income of a person.

1.1 Money or other things, which a natural person – taxpayer – transfers without consideration to a public benefit organisation, which has had this status granted in accordance with the Public Benefit Organisations Law for the achievement of the aims specified in the articles of association, constitution or by-laws thereof, or a budget institution, within the meaning of this Section shall be deemed to be a donation if the recipient has not been specified a corresponding duty to perform activities, which are deemed to be a consideration.

1.2 Paragraph one, Clause 3 of this Section shall not be applied if the recipient of the taxpayer’s donation for the specified aim of the donation is included a direct or indirect indication to a concrete person as the recipient of the donated resources, which is an associated person with the donor, or an employee of the donor, or a member of the donor’s family.

2. Prior to imposing payroll tax on the income of the employee, the payments referred to in Paragraph one, Clauses 1, 5 and 6 of this Section shall be deducted from the amount of the monthly income.

3. Only the eligible expenditure referred to in Paragraph one, Clauses 1, 3, 4, 5 and 6 of this Section may be deducted from the taxable income of non-residents on a lawful basis.

4. Paragraph three of this Section shall not be applied to a non-resident, who is a resident of another member State of the European Union and in a taxation year has acquired more than 75 per cent of his or her total income in Latvia.

[31 May 1995, 19 December 1996, 25 November 1999, 30 November 2001, 22 November 2001; 11 December 2003; 20 December 2004; 20 October 2005]

Section 11. Specification of Taxable Income Obtained from Economic Activity

1. The income of a natural person from economic activity shall be calculated as the difference between the income specified in this Section and the expenditure related to the obtaining thereof.

1.1 Economic activity shall also include activity related to the performance of a undertaking contract, professional activity, management of an immovable property, and commercial agent broking and individual merchant activities, as well as the activity of an individual undertaking (including an agricultural farm or a fishery farm) in the possession of a natural person.

1.2 Professional activity shall be any independent provision of professional services outside of lawful employment relations, as well as scientific and literary activity, and the activity of an lecturer, actor, producer, doctor, sworn advocate, sworn auditor, sworn land surveyor, sworn assessor, artist, composer, musician, consultant, engineer or architect.

2. The following shall be included in the income obtained from economic activity:

1) income from the sale of goods, works and services;

2) income from the leasing or letting of property or premises; and

3) amounts received in the form of fines.

3. If the expenditure is related to acquiring income in the taxation year from economic activity, the following shall be included:

1) expenditure for raw materials, materials, semi-finished goods, products, for stocks the value of which does not exceed 100 lats, and for goods, fuel and energy;

2) expenditure related to the utilisation of regular paid labour in the cases permitted in legislative enactments;

3) expenditure on official travel, advertisements, office, post, telegraph, telex, telefax, marketing and the assessment of artistic works;

4) depreciation of capital assets, which is calculated in accordance with Section 13 of the Law on Enterprise Income Tax;

5) expenditure related to the current repair of capital assets;

6) lease and rent payments;

7) the mandatory State social insurance payments for employees, as well as, in conformity with the provisions of Section 8, Paragraph five of this Law, regarding the premium amounts for life assurance (with accumulation of funds) and the premium amounts paid into private pension funds in conformity with licensed pension plans and life, health and accident insurance paid in for employees;

7.1) payment of mandatory insurance premiums for the fixed assets utilised in economic activities;

8) expenditure for training employees and raising the qualifications thereof;

9) expenditure for the works of a manufacturing nature performed by another person and services received from other persons, except expenditure for capital investments;

10) interest payments for the utilisation of bank credits, except payments of fines;

11) payments for the licences;

12) losses in the amount determined by a court which are caused to parties to a contract by failing to fulfil or failing to fulfil appropriately the obligations undertaken thereof;

13) payments of taxes determined in the Republic of Latvia (except the personal income tax and value added tax) and duties (except the State fee for a statement of claim to a court) into the State or a local government budget;

14) expenditure of the forest regeneration works in accordance with the procedures prescribed by the Cabinet; and

15) other expenditure, which is related to the economic activity and is necessary for the provision thereof in accordance with Cabinet regulations.

4. Such expenditure shall not be included in the expenditure related to the economic activity which, in conformity with Section 5 of the Law On Enterprise Income Tax, is not considered as expenditure directly related to the economic activity.

5. The payer shall, in accordance with the procedures prescribed by the Cabinet, perform an accounting of the income and expenditure related to the acquiring thereto for the purposes of calculating income.

6. The taxable income of agricultural farms and fishery farms shall not include products (home consumption), which have been utilised for their own use by the owner of the farm and the members of the family thereof, as well as persons related to the owner to the third degree of kinship.

7. By deducting tax from the income of sale of scrap metal, prior to the calculation of the tax, the expenditure related to the preparation and sale of scrap metal shall be deducted from the amount to be paid out, by applying a rate in the amount of 15 per cent from the amount to be paid out.

8. The Cabinet shall determine the procedures by which tax is imposed on the income from the sale of timber and standing forest.

9. Losses in the economic activity of a natural person in a taxation year, which have occurred in relation with the fact that the income of the taxation year is smaller than expenditure and costs, shall be covered in chronological order from the taxable income of the economic activity of three taxation years The amount of the income, as well as expenditure and payments shall be determined in compliance with the provisions of this Section.

10. If an individual merchant or an individual undertaking (including a farm and a fishery farm) of a natural person is, in accordance with the Regional Development Law, registered and located in a specially supportable territory and, according to the procedures specified by the Cabinet, a decision has been taken regarding the compliance of the economic activity development project thereof with the relevant territorial development programme, the losses of economic activity of such natural person in the taxation year which have occurred within a period when the relevant territory had the status of a specially supportable territory, shall be covered in chronological order from the taxable income of the economic activity of the following six taxation years. The amount of income, as well as the amount of expenditure and costs, shall be determined in accordance with the provisions of this Section.

11. If during the calculation of the income from the economic activity or losses of the economic activity of a natural person in the taxation year, the amounts paid out in the form of subsidies as State support for agriculture are excluded, the natural person does not have the right to apply the provisions of Paragraphs nine and ten of this Section.

[31 May 1995, 19 December 1996, 2 October 1997, 20 November 1997, 20 November 1997, 25 November 1999; 22 November 2001; 11 December 2003; 10 March 2005; 20 October 2005]

Section 11.1 Specification of the Income of the Economic Activities of Individual Merchants

1. An individual merchant whose income from economic activities is less than 45 000 lats, shall calculate the income from economic activity in accordance with Section 11 of this Law, or in accordance with Paragraphs two, three and four of this Section if he or she has selected the double entry accounting system to organise his or her accounting.

2. An individual merchant whose income from economic activities in the pre-tax year has exceeded 45 000 lats, shall calculate the income from economic activity in accordance with Chapter II of the Law On Enterprise Income Tax.

3. An individual merchant shall apply the provisions of Chapter II of the Law On Enterprise Income Tax for the specification of taxable income for five years in a row irrespective of the fact whether in one of the years of this time period the income from economic activities is less than 45 000 lats.

If in the last year of the five-year time period, the income from economic activities of the individual merchant is less than 45 000, the individual merchant may, in the next taxation year, commence the calculation of taxable income in accordance with Paragraph one of this Section.

4. A natural person in the taxation year in which he or she commences individual merchant activities, shall calculate the income from such activity by applying Paragraph one or two of this Section in conformity with his or her estimates in relation to the income for the taxation year from the individual merchant economic activities.

5. A natural person who in the taxation year is registered in the commercial register as an individual merchant, shall calculate income from economic activities for the taxation year in accordance with:

1) Paragraph one of this Section if the person referred to, in the pre-taxation year has been a personal income tax payer in respect of the income from the individual undertaking belonging to him or her, which is in his or her ownership; or

2) Paragraph two of this Section if the individual undertaking owned by the person referred to, in the pre-taxation year has been an enterprise income tax payer.

[11 December 2003]

Section 11.2 Special Provisions for the Specification of Income from the Economic Activities of Natural Persons – Owners of Individual Undertakings (including Farms and Fishery Farms)
A natural person whose income from an individual undertaking (including a farm and a fishery farm) which is owned by him or her is less than 45 000 lats, but who in his or her individual undertaking (including a farm and a fishery farm) has selected the double entry accounting system to organise his or her accounting, shall calculate the income from economic activity according to the same procedures as an individual merchant who conforms to the same provisions in accordance with Section 11.1, Paragraphs two, three and four of this Law.

[11 December 2003]

Section 12. Annual Non-taxable Minimum of a Payer

1. The amount, which amounts to the annual non-taxable minimum of one person, shall not be included in the taxable annual income of a payer. The non-taxable minimum shall be the amount of non-taxable minimum of all the months of the year. The Cabinet up to 30 June of the pre-taxation year shall determine the monthly amount of the non-taxable minimum in a taxation year.

2. The non-taxable minimum shall not be applied to non-residents, except for non-residents who are residents of another Member State of the European Union and in the taxation year have acquired more than 75 per cent of his or her total income in Latvia.

3. The non-taxable minimum referred to in this Section shall not be applied to persons to whom the non-taxable minimum specified in Section 13, Paragraph one, Clauses 2, 3 and 4 of this Law is applied.

4. The non-taxable minimum specified in this Section for the part of the taxation year in which the payer has been dependant of another taxpayer and in which this taxpayer has utilised the tax relief referred to in Section 13, Paragraph one, Clause 1 of this Law shall not be applicable to the payer.

[31 May 1995, 19 December 1996, 25 November 1999; 19 June 2003; 20 December 2004]

Section 13. Relief for a Payer

1. The following relief shall be provided for a payer:

1) for the maintenance of each person referred to in this Clause, if such person has not been granted a pension and does not receive a pension in accordance with the Law on State Pensions, except the loss of provider pension – in the amount specified by the Cabinet:

a) for a minor child,

b) for a child while he or she continues the acquisition of a general, professional, higher or special education, but not longer than until reaching 24 years of age,

c) for an unemployed spouse,

d) for unemployed parents and grandparents,

e) for a grandchild or a child taken for raising, if it is impossible to recover the allowance (alimony) from the parents of the child, including the period while he or she continues the acquisition of a general, professional, higher or special education, but not longer than until reaching 24 years of age,

f) for a brother, sister who is under the age of 18 years, if they do not have parents who are able to work,

g) for the dependants of the dependent persons,

h) for a person for the benefit of whom allowance (alimony) is recovered from the payer, and

i) for a person under guardianship or trusteeship of the payers;

2) for persons to whom a pension has been granted up to 1 January 1996 in conformity with the Law On State Pensions, the non-taxable minimum shall be in the amount of this pension;

3) for persons to whom a pension has been granted or recalculated after 1 January 1996 or specified a supplement to the pension for length of insurance standing, which has been accumulated up to 31 December 1995 in conformity with the Law On State Pensions or to whom a service pension or a special State pension has been granted or calculated in conformity with the regulatory enactments of the Republic of Latvia, the non-taxable minimum for such pensions (together with the supplement for accumulated length of insurance standing) shall be 1980 lats per year; and

4) for persons who in accordance with laws have been considered as disabled or politically repressed persons, the Cabinet shall determine the amount and procedures for the application of additional tax relief.

1.1 The non-taxable minimum specified in Paragraph one, Clause 3 of this Section shall be applied also to pensions received from foreign states (applying it together with the pension received from foreign states and the pension which is granted or recalculated on the basis of the 1 January 1996 Law On State Pensions, or service pensions, or special State pensions in conformity with the regulatory enactments of the Republic of Latvia);

1.2 The annual tax relief referred to in Paragraph one, Clause 1 of this Section is formed by the sum of the whole year monthly tax reliefs. The Cabinet shall determine the amount of tax relief per month by 30 June of the pre-taxation year.

2. If the persons referred to in Paragraph one of this Section obtain an income, the payer shall present it in the declaration thereof, except in the cases provided for in Paragraph three of this Section.

3. The relief specified in Paragraph one, Clause 1 of this Section is not applicable, if the persons referred to in this Clause independently receive a taxable income which exceeds the specified amount of tax relief, or an unemployment allowance (scholarship) or they are supported by some other person.

4. Non-residents do not have a right to the tax relief specified in this Section, except for non-residents who are paid a pension granted in accordance with the regulatory enactments of the Republic of Latvia and those non-residents, who, being residents of another Member State of the European Union have in the taxation year acquired more than 75 per cent of their total income in Latvia.

[31 May 1995, 19 December 1996, 20 November 1997, 25 November 1999; 11 December 2003; 20 December 2004; 20 October 2005; 8 June 2006]

Section 14. Justification for Eligible Expenditure and Relief of a Payer

1. The right of a payer to the exclusion of eligible expenditure, expenditure related to economic activity and relief from taxable income shall be proven by documentary evidence, by presenting the relevant documents or submitting true copies thereof.

2. Taking into consideration the documents submitted by the payer, the territorial office of the State Revenue Service of the place of residence of the payer or the local government which is the issuer of the booklet, or the employer, if the employee has submitted thereto a notice issued by the State Revenue Service or the local government regarding changes in tax relief shall record the positions of tax relief in the booklet.

3. If the documents confirming eligible expenditure have not been submitted in due time by the payer to the territorial office of the State Revenue Service, they shall be taken into consideration with regard to a time period which does not exceed one pre-tax year.

4. The documents of the payer confirming eligible expenditure apply only to the taxation period (calendar year).

[31 May 1995, 25 November 1999, 30 November 2000; 11 December 2003]

Chapter III
Calculation of the Tax

Section 15. Tax Rates

1. The annual taxable income, which shall be specified as the difference between the amount of the annual income of a payer and the amount calculated in accordance with the provisions of Sections 10, 12 and 13 of this Law, shall be taxable in conformity with the rates determined in this Law.

2. The rate of tax to be paid from the annual taxable income shall be 25 per cent. The payer of the payroll tax shall pay a rate of tax, which amounts to 25%, from the monthly taxable income.

3. [19 December 1996]

4. A rate of 2 per cent of the amount of the paid out remuneration shall applied to the income referred to in Section 3, Paragraph three, Clause 7.1 of this Law if the payer of such income, in conformity with Section 17, Paragraphs twelve and 12.2 of this Law, withholds the tax in the place of paying out the income.

[31 May 1995; 19 December 1996; 11 December 2003]

Section 16. Expression in Terms of Value

1. Income, eligible expenditure and expenditure made by performing economic activity shall be determined in the monetary units of the Republic of Latvia. Income and expenditure in foreign currency shall be recalculated in the monetary units of the Republic of Latvia in accordance with the official rate determined by the Bank of Latvia.

2. The income obtained in natural (material) terms and in the form of services and expenditure made shall be evaluated in the terms of money in accordance with the market prices that had existed on the date of obtaining the income or making the expenditure.

Chapter IV.
Procedures for Withholding and Payment of Tax

Section 17. Withholding and Payment of Payroll Tax and Withholding of Tax from Income, which is not Related to Employment Relations

1. Withholding and payment (transfer to the budget) of payroll tax shall be performed by the employer who employs the employee – (tax) payer.

2. The payroll tax shall be calculated in accordance with the rate determined in Section 15 of this Law.

3. The monthly income on which the payroll tax is to be imposed shall be:

1) for residents of the Republic of Latvia at the place of primary employment (at the place where the booklet is submitted) – the difference between the amount of the income of the calendar month and the monthly non-taxable minimum, eligible expenditure determined in Section 10, Paragraph two and the relief determined in Section 13, Paragraph one;

2) for the residents of the Republic of Latvia at the additional place of employment – income of the calendar month from which the amount of justified expenditures specified in Section 10, Paragraph two of this Law has been deducted; and

3) for the non-residents of the Republic of Latvia – income of the calendar month from which the amount of justified expenditures specified in Section 10, Paragraph one, Clauses 1, 5 and 6 of this Law has been deducted.

4. [25 November 1999]

5. Payroll tax shall be paid to the budget once a month when the money for the payment of personal income is received at the bank. Employers who pay out personal income from cash income without receiving money at the bank, shall pay the payroll tax into the budget the next day after the payment of salary.

6. The employer shall make a relevant entry in the booklet regarding the amounts paid out to the employee during the taxation period, as well as for the deducted sums, calculated and paid tax. At the end of the year, the employer shall issue to employees, as well as send to the territorial office of the State Revenue Service according to the place of location thereof, a notice regarding the payroll tax which has been paid within the period of existence of the employment relations.

7. The notice regarding the payroll tax shall be delivered to the addressee not later than by 1 February of the year following the taxation year, provided that the employment relations have existed until the end of the year. If the employment relations have been terminated before the end of the year, the employer shall enter a record in the booklet regarding payment of the payroll tax and submit the booklet to the employee on the day of dismissal. If employment relations with an employee who is employed at an additional place of employment have been terminated before the end of the taxation year, the employer shall issue to the employee a notice regarding the payroll tax on the day of dismissal, but for an employee employed in urgent, short-term or single works – when paying out remuneration. A notice regarding the payroll tax of the employees the employment relations with whom have not lasted until the end of the year, shall be sent by the employer to the territorial office of the State Revenue Service according to the place of location of the employer by the 15th date of the month following the month of termination of the employment relations or the month during which the employee has been employed in urgent, short-time, single works.

8. [25 November 1999]

9. [30 November 2000]

9.1 The payer of the payroll tax – a natural person referred to in Section 4, Paragraph one, Clauses 4 and 5 of this Law shall pay into the budget the tax calculated from the remuneration for work of a calendar month not later than on the 15th date of the month following the month of payment of income. The natural person – employee referred to shall submit a notice regarding the payroll tax calculated and paid into the budget in the calendar year to the territorial office of the State Revenue Service by 1 February of the year following the taxation year, but where the employment relations with this employer have terminated before the end of the year – by 15th date of the month following the month of the termination of the employment relations.

10. The payer of the income shall withhold the tax from the income paid to a natural person by merchants, co-operative societies, non-resident permanent representations, institutions, organisations, associations, foundations and natural persons who are registered as performers of economic activities, if they are not related through employment relations and that they are not exempted from the imposition of the tax, at the place of the payment of income and pay it into the budget not later than on the fifth date of the month following the month of payment of the income. The following shall constitute such income:

1) authors fee (royalty), as well as remuneration for works of applied art and decorative art and craft works sold by the author;

2) author’s fee (royalty) paid to the heirs of the copyright;

3) remuneration paid by procurement and other organisations for raw skin of games, games and meat thereof, game trophies, animal food and other production obtained in the wild, except the production of wild mushrooms and berries;

4) insurance compensation which in accordance with the life, health and accident insurance contract concluded by the employer (or other policyholder – a legal person) for the benefit of the insured is paid out on the expiry date of the contract provided for in the contract of insurance or by terminating the contract before the expiry of the time period thereof;

5) pensions;

6) income from the sale of scrap metal;

7) income from economic activity performed by a natural person to whom a certificate of the State Revenue Service regarding the registration in the status of a performer of economic activity has not been issued, except the income from the production of agricultural production;

8) donations in cash and other objects;

9) sickness benefits;

10) lottery and gambling prizes exceeding 500 lats, except for goods and services lottery prizes;

11) overpaid social tax (the mandatory payments of State social insurance) to be repaid;

12) dividends, except the dividends for which the payment of tax is not required in accordance with Section 9, Paragraph one, Clause 2 of this Law;

13) interest income, except income for which the payment of tax is not required in accordance with Section 9, Paragraph one, Clause 3 of this Law;

14) scholarships, except the scholarships, which are not taxable in accordance with Section 9, Paragraph one, Clause 8 of this Law; and

15) supplementary pension capital, which is formed from payments made by the employer into private pension funds in conformity with licensed pension plans and paid out to pension plan participants.

10.1 By withholding tax from the author’s fees (royalty) of performers of professional activity, prior to the calculation of the tax, the expenditure referred to in Section 10, Paragraph one, Clause 4 of this Law shall be deducted from the amount to be paid out in accordance with the specified norm.

10.2 By withholding tax from the income of sale of a standing forest, the expenditure related to the forest regeneration shall be deducted from the amount paid out by applying the rates of expenditure in the amount of 25 percent from the amount to be paid out, but from the income of selling timber – expenditure related to the preparation and selling of the timber by applying the rates of expenditure in the amount of 50 percent from the amount to be paid out.

11. Merchants, co-operative societies, non-resident permanent representations, institutions, organisations, associations, foundations and natural persons who are registered as performers of economic activities shall issue to persons – taxpayers a notice regarding the amounts paid out to which the personal income is applied to and which are not related with employment relations, and the tax withheld from these sums, or, if the tax is not applicable to the income paid – a document attesting to the payment, and send a notice to the territorial office of the State Revenue Service according to the place of location thereof:

1) regarding the income paid out to the persons referred to in Paragraphs ten and twelve of this Section and the tax withheld therefrom – not later than by the 15th date of the month following the month of the payment of the income; and

2) regarding persons, without withholding the tax for the amounts paid out – within the time period specified by the Cabinet. The Cabinet shall determine the procedures for the issue of the attestation documents, as well as the income for the payment of which they are to be issued, and the exceptions.

11.1 If the amounts of the income referred to in Paragraph 11, Clause 2 of this Section which are related to the agricultural production of the payer do not exceed 500 lats in a taxation year, the notice regarding the income paid out to this payer shall be submitted to the territorial office of the State Revenue Service for the entire year until 1 February of the year following the year of taxation.

11.2 A natural person – taxpayer shall submit to the payer of the income a relevant statement as a confirmation that the selling of his or her personal belongings to merchants, co-operative societies, non-resident permanent representations, institutions, organisations, associations, foundations and natural persons who are registered as performers of economic activities, is not related to the economic activity thereof.

12. The income tax shall be withheld from the income referred to in Section 3, Paragraph three, Clauses 1, 2, 3, 4, 6, 7.1, 8, 9.1, 10, 11, 12, 13 and 14 of this Law at the place of the payment of the income and paid into the budget not later than on the 5th date of the month following the month of the payment of the income.

12.1 A merchant, co-operative society, non-resident permanent representation, institution, organisation, association and foundation, which has paid such income to a natural person – non-resident the tax from which, in accordance with this Law, is to be withheld at the place of payment, shall issue a certificate to the non-resident regarding the income obtained from the relevant payer of the income in the Republic of Latvia in the taxation year and the personal income tax paid therefor.

12.2 A natural person – resident who is a performer of economic activities shall, from the income referred to in Section 3, Paragraph three, Clauses 1, 2, 3, 7.1, 8, 9.1 and 12, have the tax withheld at the moment of the payment of the income and the tax shall be paid into the budget not later than on the 5th date of the month following the month of the payment of the income, if such payments are related to the economic activity of the resident, and shall be taken into account in determining the taxable income, as well as shall issue a certificate to a non-resident regarding the income obtained in the Republic of Latvia in the taxation year and the personal income tax paid therefor.

12.3 A partnership shall calculate the tax for the income referred to in Section 3, Paragraph three, Clause 5 of this Law, which includes the taxable income share for the taxation period owing to the partnership shareholders – non-residents, and the withheld tax shall be paid into the budget within a period of 15 days after the submission of the partnership tax declaration in accordance with Section 22, Paragraphs nine and ten of the Law On Enterprise Income Tax.

13. If the amount of the income paid out in a month or the amount of the single payment is three lats or less, the tax shall not be withheld at the time of the payment of the income when paying out thereof. The beneficiary of the income shall present these amounts in the declaration thereof, which is to be submitted regarding the income of the taxation period (calendar year) in the year following it. The payer of the income shall send information regarding this income to the territorial office of the State Revenue Service in accordance with the procedures specified in Paragraph eleven of this Section.

14. A person who performs professional activity as an artist, author or a representative of any other creative profession or a person with three or more dependent minor children and children continuing acquisition of education until reaching 24 years of age, may request that the district branch of the State Revenue Service issues a certificate thereto regarding the non-withholding of the tax at the place of the payment, provided that this person attests to the State Revenue Service that the annual total taxable income thereof is expected to be less than the annual non-taxable minimum in accordance with Section 12 of this Law and the amount of relief provided therefor in Section 13 of this Law, on condition that the provisions referred to in Paragraph fifteen of this Section have been complied with. In such case, the State Revenue Service shall issue the certificate referred to, provided that the requester has not had violations of legislative enactments.

15. Certificates regarding non-withholding of the tax shall be issued and withdrawn in accordance with the procedures prescribed by the Cabinet. Within a period of 10 days since the moment the income of the payer exceeds the annual taxable income and the amount of relief provided for in Section 13 of this Law, or when the payer has entered into a contract the income obtained from which exceeds the annual non-taxable minimum and the amount of relief provided for in Section 13 of this Law, the payer shall notify thereof to the district (city) division of the State Revenue Service. In case of the concealment of information the State Revenue Service shall withdraw the certificate regarding the non-withholding of the tax and it shall not be issued henceforth to this person.

16. If the payments referred to in Paragraphs two, three and ten of this Section are received by a person to whom a certificate has been issued regarding the non-withholding of the tax, the tax for these payments shall not be withheld and this fact shall be reflected in the documents to be submitted to the district (city) division of the State Revenue Service in accordance with Paragraph eleven of this Law.

17. Irrespective of any provisions of this Law, enterprise income tax shall be deducted according to the 25 percent rate from all payments paid by residents of Latvia or by permanent representative offices of non-residents to legal, natural or other persons who are located, have been set up or established in the low-tax and tax-free countries or territories as referred to in the Cabinet regulations, including payments made to representatives of such persons or into bank accounts of third parties and payments made by way of mutual account entries, except payments to persons who are located, have been set up or established in low-tax and tax-free countries or territories for the supply of goods, provided that these goods have originated in the relevant low-tax and tax-free countries or territories.

18. The State Revenue Service has the right to permit the non-withholding of taxes from the payments from which in accordance with Paragraph seventeen of this Section tax is to be withheld, if the payer of these payments justifiably proves that the referred to payments are not made to decrease the taxable income of this payer and to refuse to pay or to decrease taxes paid in Latvia. The State Revenue Service shall cancel the permission granted, if during the administration process it has obtained information that is indicative of concealment of the actual circumstances of the transaction. In the case of cancellation of the granted permission, the norms of Paragraph seventeen of this Section shall be applied and those amounts of tax to which the cancelled permission applies shall be considered as the late payment of the tax.”;

19. The provisions of Section 3, Paragraph three and Paragraphs ten and twelve of this Section of this Law apply to the payments referred to in Paragraph seventeen of this Section from which, at the place of payment, tax has not to be withheld according to the 25 percent rate and to the payments the non-withholding of tax from which in accordance with the provisions of Paragraph eighteen of this Section is permitted.

[31 May 1995; 29 February 1996; 19 December 1996; 2 October 1997, 20 November 1997; 25 November 1999; 27 January 2000; 30 November 2000; 19 June 2003; 11 December 2003; 20 December 2004; 20 October 2005]

Section 18. Calculation of Tax from Income of Economic Activity and Payment thereof in Advance

1. By 1 February of the taxation year or a month after the commencement of economic activity, the payer shall submit to the territorial office of the State Revenue Service according to the place of residence thereof a calculation of the amount of advance payments of tax in the taxation year based on the income of the previous year or by estimating future income. If the actual amount of income changes during the payment period, the payer shall submit an amended recalculation of the advance payment of tax. Advance payments for the income of the owner of a personal subsidiary farm, home farm or agricultural farm from the agricultural production shall be determined in such amount which conforms with the tax from one half of his or her taxable income of the previous year. If the amount of his or her quarterly income is half as small as a quarter of the amount of advance payment of tax determined for one year, the advance payment may be transferred to the next time period provided for in Paragraph three of this Section.

2. The territorial office of the State Revenue Service shall specify the amount of advance payment on the basis of the submitted calculations of the payer regarding the amount of advance payment and the data at its disposal, and send a notice to the payer regarding it.

3. The payer shall independently pay into the budget the advance payments of tax for the taxation year within the following time periods: not later than on 15 March, not later than on 15 May, not later than on 15 August and not later than on 15 November – each time one fourth from the advance amount of the tax, unless otherwise provided by the territorial office of the State Revenue Service.

4. Payers receiving a license for the performance of individual work shall pay the license fees before the receipt of the license.

4.1 An individual merchant shall calculate the income from economic activities in conformity with the Section 11.1, Paragraphs two, three and four of this Law, and the advance payments for the taxation year by the taxpayer referred to in Section 11.2 of this Law shall be determined in accordance with Section 23 of the Law On Enterprise Income Tax.

Advance payments shall be made each month by the 15th date.

5. Advance payment shall not be required from the income referred to in Section 8, Paragraph three, Clauses 4, 8 and 9 of this Law.

6. The amount of advance payment of the tax calculated for the payer shall be reduced by the amount of tax, which in accordance with the provisions of Section 17, Paragraph ten, Clauses 6 and 7 is deducted and included in the budget. The grounds for such reduction shall be a notice regarding the deducted income, which in accordance with the provisions of Section 17 of this Law is submitted by the disburser of the income to the territorial office of the State Revenue Service.

7. The payer who commences economic activity within a taxation year may voluntarily make advance payments of tax for the taxation year.

8. A natural person who in the pre-taxation year has been the owner of an individual undertaking and who in the taxation year is registered in the commercial register as an individual merchant shall perform advance payments in the taxation year.

[31 May 1995; 19 December 1996; 25 November 1999; 30 November 2000; 11 December 2003]

Section 19. Summary Procedures for Calculation and Payment of Personal Income Tax

1. The calculation of tax and payment of tax into the budget shall be performed by the payer in accordance with summary procedures.

2. In conformity with this Law, tax shall be calculated for the total amount of the annual taxable income in the determination of which the losses of the economic activity may not be covered by the accounts of other types of income and it shall be reflected in the declaration. The declaration shall specify all income obtained by the payer during the taxation period (calendar year), as well as non-taxable income, if the total amount thereof exceeds the amount of the non-taxable minimum.

3. Not later than within a period of 15 days from the day of submission of the declaration, the payer shall pay the amount of the calculated tax into the budget, but if the amount of the calculated tax exceeds 100 lats, the payer may pay it into the budget within a period of three months from the day of submission of the declaration by paying one third of this amount by the 15th date of each month following the month of submission of the declaration. Moreover, this amount shall be reduced by such portion of tax which is paid within a period of a year by employers as a payroll tax or by the payer himself or herself as an advance payment, as well as a license fee or which has been deducted from the income thereof when paying out thereto the income referred to in Section 17, Paragraph ten of this Law.

4. If after the verification the amount calculated according to summary procedures proves to be smaller than the amount paid in advance, the territorial office of the State Revenue Service shall reimburse to the payer the difference incurred within a period of three months from the date of submission of the declaration.

4.1 This difference shall not be reimbursed to a person to whom the tax calculated in accordance with summary procedures for the taxation year from economic activity for the performance of which he or she has obtained a license is less than the annual license fee paid.

5. The declaration with the documents attached thereto attesting to the payment of the tax into the budget shall be submitted to the territorial office of the State Revenue Service according to the place of residence of the payer not later than by 1 April of the year following the taxation year. In those cases where in accordance with Section 20, Paragraph three of this Law a declaration must be submitted, a non-resident shall submit it to the territorial office of the State Revenue Service:

1) according to the location of the immovable property – for the income referred to in Section 3, Paragraph three, Clauses 7, 7.1 and 9;

2) at the option of the payer himself or herself – for the income referred to in Section 3, Paragraph three, Clause 1 of this Law; and

3) according to the location of the disburser of the income – in other cases.

5.1 A foreign taxpayer residing in Latvia in order to engage in paid employment on behalf of such an employer who is not a resident of Latvia or who does not have a permanent representation in Latvia, and who terminates obtaining of the income referred to, and return thereof to Latvia is not expected before the end of taxation year, shall submit a declaration before he or she leaves Latvia.

5.2 A foreign taxpayer (non-resident) who obtains an income in Latvia, from which tax is payable according to summary procedures, but who in the taxation year ceases to obtain such income or obtains a once-only payment income and simultaneously discontinues links with Latvia, shall submit a declaration within 30 days after the end of the obtaining of the income.

6. Documents attesting to the following shall be attached or simultaneously presented therewith, and, where necessary submitted:

1) the right of the payer to relief;

2) eligible expenditure made during taxation year;

3) tax paid as an advance, also as a payroll tax and license fee;

4) tax deduction from the income referred to in Section 17, Paragraph ten of this Law; 5) tax paid in foreign states; and

6) that a person being a resident of another Member State of the European Union, in the taxation year has acquired more than 75 per cent of his or her total income in Latvia and that he or she has not utilised the tax reliefs specified in this Law and the eligible income analogous deductions in his or her state of residence.

7. If the payer has changed his or her place of residence during the taxation year, the declaration shall be submitted (shall be sent by post) to the territorial office of the State Revenue Service according to the previous place of residence.

8. If an agricultural farm performs other economic activity apart from agricultural production, the total income (covering agricultural losses from other losses) may be calculated. In such case, Section 9, Paragraph one, Clause 1 shall not be applied.

9. If the rates of expenditure have been specified for expenditure, which is related to the economic activity of the payer, it is not necessary to submit or present documents attesting to such expenditure in the relevant amount.

[31 May 1995; 19 December 1996; 25 November 1999; 30 November 2000; 11 December 2003; 20 December 2004]

Section 20. Relief for Declaration of Income

1. The payer of the domestic tax who during taxation year in the Republic of Latvia has received income from which tax has been deducted at the place of payment, moreover, the total amount of non-taxable income received by him or her referred to in Section 9, Paragraph one of this Law does not exceed four time the amount of the non-taxable minimum specified for the taxation year, shall have the right to not to submit the declaration unless otherwise provided by this Law or other laws. The condition referred to shall also be applicable to cases where the payer of domestic tax during taxation year has received only such income in the Republic of Latvia from which tax has been deducted at the place of payment or only the non-taxable income referred to in Section 9, Paragraph one of this Law the total amount of which does not exceed four times the non-taxable minimum specified for the taxation year.

2. If the payer of domestic tax has not submitted a declaration within the period of time specified in Section 19, Paragraph five of this Law, this fact shall serve as a confirmation that tax has been deducted to the full amount from the income received by him or her during the taxation year. If the State Revenue Service is in possession of information that the payer during the taxation year has received taxable income from which tax has not been deducted at the place of payment, in the case of failing to submit a declaration the sanctions specified in Section 32 of this Law shall be applied to him or her.

3. A foreign taxpayer (non-resident) shall not be obliged to submit a declaration, except in the cases where the non-resident:

1) receives the income referred to in Section 3, Paragraph three, Clauses 7 and 9 of this Law, as well as the paid employment income referred to in Section 3, Paragraph three, Clause 1 of this Law from such an employer who is not a resident of Latvia or who does not have a permanent representation in Latvia, or also receives the income referred to in Section 3, Paragraph three, Clause 4 of this Law from companies, which are not residents of the Republic of Latvia;

2) receives the in come referred to in Section 3, Paragraph three, Clause 7.1 of this Law from natural persons who are not referred to in Section 17, Paragraph 12.2 of this Law; or

3) being a resident of another Member State of the European Union, in the taxation year has acquired more than 75 per cent of his or her total income in Latvia and that he or she wishes to apply in the taxation year the non-taxable minimum in accordance with Section 12 of this Law, the tax reliefs in accordance with Section 13, Paragraph four of this Law and the eligible expenditures in accordance with Section 10, Paragraph four of this Law.

4. The relief for the declaration of income referred to in this Section shall not be applicable to payers obtaining income from economic activity.

[19 December 1996; 25 November 1999; 30 November 2000; 11 December 2003; 20 December 2004]

Chapter V.
Control and Adjustment of Declarations

Section 21. Controlling Financial Institution

The territorial office of the State Revenue Service according to the place of residence of the payer shall:

1) verify the reliability and correctness of the data presented in the declaration;

2) perform control of the payment of personal income tax; and

3) perform control of the completeness and correctness of the income and expenditure referred to in Section 11 of this Law.

[14 January 1994; 25 November 1999; 11 December 2003]

Section 22. Control of Declarations and Specification of Taxable Income on the Basis of Calculations

1. The State Revenue Service shall verify the income acquired by the payer (natural person) in a taxation year on the basis of the data indicated in the submitted annual income declaration, the notices of employers (payers of income) regarding the amounts paid out, information provided by foreign tax authorities, results of surveys and verifications, as well as other information in the possession of the State Revenue Service regarding the income of the taxpayer, and changes and expenditure in the state of property.

2. If in the existing reports (notices) at the disposal of the State Revenue Service the income indicated for the payer or the amount of income indicated in declaration submitted by the payer in accordance with the information in the possession of the State Revenue Service is smaller than the amount of expenditure thereof, the State Revenue Service shall determine the amount of the taxable income and tax on the basis of calculations in conformity with the increase in value of the property and information in the possession of the State Revenue Service regarding the activity of the payer (including transactions of the payer and income from economic activity).

3. If the income declared by the payer or income of the payer presented in reports (notices) at disposal of the State Revenue Service fails to conform with the expenditure thereof in the taxation year, the State Revenue Service shall request within the time period specified in Paragraph 3.1 of this Section to submit:

1) an additional declaration (in conformity with the form approved by the Cabinet) regarding income, receipts, money and other provisions, property and change in value thereof (hereinafter – additional declaration); and

2) a declaration of the annual income of the taxation year, if it has not been submitted in accordance with the procedures prescribed for in this Law;

3) [20 December 2004]

3.1 A payer shall in accordance with the conditions in Paragraph three of this Section submit the requested supplementary declaration and the taxation year income declaration to the State Revenue Service personally not later than 15 working days after receiving the supplementary declaration or annual income declaration forms or, if the payer not later than 15 working days after receipt of the supplementary declaration form has submitted to the State Revenue Service a justified submission – another time period specified by the State Revenue Service. Other additional time periods for the submission of declarations may be specified if for the completion of the declaration is necessary information, which it is not possible to acquire within a 15 working day period, or if the payer due to illness, official travel or other justified reason cannot submit the declaration in the time period specified.

3.2 The extension of the time period specified by the State Revenue Service for the submission of supplementary declarations may not exceed 90 days from the day of the request for the supplementary declaration.

4. When determining the value of the property and increase therein of the payer, as well as the enlargement of the property within the period to be examined, the State Revenue Service shall utilise the data of the Enterprise Registry, Road Traffic Safety Directorate, land registry office and other State registries, as well as the additional declaration of the payer together with the corroborative documents appended thereto regarding income and expenditure of the payer. Only those corroborative documents of income and expenditure of the payer (submitted true copies of the documents), as well as other documents and evidence, shall be recognised as evidence of the payer for challenging the amount of the tax, which has been presented (submitted) simultaneously with the annual income declaration, amendment of the declaration and the additional declaration.

5. The State Revenue Service when clarifying the amount of income of the payer, is entitled to request and receive free of charge from all merchants (including credit institutions), co-operative societies, non-resident permanent representations, institutions, organisations, associations, foundations and other persons all the information necessary for clarifying the amount of taxable income in respect of transactions, income, amounts paid out, transferred valuables, property and other items. The information obtained shall be confidential and utilised for clarifying the amount of the taxable income and the amount of the tax to be paid, and the handing over thereof to other persons, except to investigating institutions and courts which have submitted requests in the cases determined by laws, shall be prohibited.

6. The State Revenue Service shall determine the evaluation of income related to the personal use of the payer and the family thereof by utilising the data of the Central Statistics Bureau for the relevant period, unless the payer is able to prove the amount of other income related to personal use.

7. The amount and time periods for the payment of the tax to be paid into the budget shall be determined by a decision of the State Revenue Service which is taken on the basis of the verification data for the relevant taxation period.

8. The Cabinet shall determine the procedures by which the State Revenue Service determines the amount of the taxable income on the basis of calculations and the procedures and time periods for submitting information to the State Revenue Service regarding income, monetary savings and property and the change in value thereof.

[25 November 1999; 20 December 2004; 20 October 2005]

Section 23. Adjustment of Declaration

1. If the submitted declaration contains factual inaccuracies and/or calculation inaccuracies, the territorial office of the State Revenue Service shall correct the mistakes committed and send the corrected declaration together with an indication regarding the mistakes the payer has permitted to the payer.

2. The duty of the payer shall be to pay into the budget the missing amount of the tax within a period of 30 days from the day of receipt of the corrected declaration.

3. If the payer in accordance with summary procedures has erroneously paid into the budget a larger amount of tax than specified in the law, the State Revenue Service within a period of 30 days from the correction of the declaration shall repay the erroneously paid in amount to the taxpayer.

3.1 The erroneously paid in amount shall be received back for not more than for three years.

4. When determining the violations of the Law, incomplete presentation or hiding of income and other violations, the territorial office of the State Revenue Service shall draw up a statement regarding the violations and apply the sanctions provided for by laws.

[31 May 1995; 25 November 2001; 11 December 2003; 20 October 2005]

Chapter VI
International Agreements

Section 24. Application of International Agreements

1. If an international agreement, to which the Republic of Latvia is a member state, contains procedures, which differ from the procedures prescribed in this Law, the norms of the international agreement shall be applicable.

2. The income obtained in foreign states by persons permanently residing in the Republic of Latvia shall be taxable in the Republic of Latvia, except in the cases where in accordance with international agreements entered into other procedures for taxation have been prescribed.

3. In accordance with the provisions of this Law, the calculated tax shall be reduced by the amount which equals the tax paid in the foreign state, provided that the payment of this tax in the foreign state is certified by such documents approved by the foreign institution for the collection of taxes in which the taxable income and the amount of tax paid abroad are indicated.

4. The reduction referred to in Paragraph three of this Section may not exceed the amount, which would conform to the tax calculated in Latvia for income obtained in a foreign state.

5. Paragraph four of this Section shall not be applied in relation to the special tax, which the Member States of the European Union, the associated and dependent territories thereof, which are not Member States of the European Union, but with which the European Community has entered into agreements that are binding upon Latvia, regarding the imposition of a tax on savings income and withheld from the savings income (hereinafter – tax from savings income). The total calculated income in Latvia shall be reduced by the entire amount of withheld tax from savings income in foreign states. The State Revenue Service shall repay the actual owner the amount of savings income, for which the tax from savings income exceeds the calculated tax in Latvia if such an amount of tax is larger than the total calculated tax in Latvia.

6. If from the savings income, which is received in another Member State of the European Union, the associated and dependent territories thereof, which are not Member States of the European Union, but with which the European Community has entered into agreements that are binding upon Latvia, regarding the imposition of a tax on savings income, is withheld both income tax and tax from savings income, firstly shall be applied Paragraph three of this Section in relation to the paid income tax in the foreign state and afterwards shall be applied Paragraph five of this Section in relation to the paid tax from savings income in the foreign state.

[19 December 1996; 20 December 2004]

Chapter VII
Budgetary Competence

Section 25. Place of Payment of Tax

1. The amount of the tax of the payer of domestic tax (resident) shall be paid into the budget on the basis of the provisions of Section 26 of this Law.

2. The amounts of tax paid in by the persons referred to in Section 2, Clause 2 of this Law shall be included into local government budgets according to the place of location of the employer (payer of the income) or of immovable property.

[31 May 1995; 25 November 2001]

Section 26. Tax Sharing

1. The amounts of tax (except license fees) from which the amounts referred to in Section 19, Paragraph four of this Law have been deducted, shall be included into the budget according to the following allocation:

1) 75 per cent – into the local government budget of the place of residence of the payer; and

2) 25 percent – into the State basic budget.

2. The procedures by which the amounts of tax and the, associated increases of basic debt, late payment fees and fines thereof of the shares specified in Paragraph one of this Section are included in the budget shall be determined by the Cabinet.

3. The amounts of tax from a payer’s taxation year income in conformity with Paragraph one, Clause 1 of this Section shall be paid into the local government budget in the administrative territory of which the person’s place of residence was declared at the beginning of the taxation year.

4. In taking a decision regarding the amount of monthly non-taxable minimum in accordance with Section 12, Paragraph one of this Law and regarding the amount of tax relief in accordance with Section 13, Paragraph one of this Law, the Cabinet shall evaluate the impact of such decision upon the revenues of local governments and, if necessary, shall provide for compensation in the draft State budget for the reduction in the revenue base of local governments.

[19 December 1996; 11 December 2003; 20 December 2004; 20 October 2005]

Section 27. Duties of Local Governments

1. Local governments have a duty to take the measures necessary in order to ensure the issue of booklets to the residents of the administrative territory thereof, as well as other measures necessary for collecting tax which are related to the registration of taxpayers obtaining income from property or entrepreneurial activity, as well as to the issues regarding evaluation of the income from property or entrepreneurial activity of these taxpayers.

2. the Cabinet shall determine the allocation of tax administration functions between the State Revenue Service and local governments.

[31 May 1995; 30 November 2000]

Chapter VIII
Security of Compliance with and Performance of the Law

Section 28. Duties of Payers

The payer has a duty:

1) to draw up a declaration or notice within the time periods and in accordance with the procedures prescribed by this Law and submit it to the territorial office of the State Revenue Service according to the place of residence thereof;

2) to pay tax into the budget within time limits and in accordance with the procedures prescribed by this Law;

3) to provide for the representatives of the territorial office of the State Revenue Service a possibility to access the premises and territory utilised for the obtaining of income;

4) to store documents verifying income and eligible expenditure for at least three years after the time period of the submission of the annual declaration of income, as well as, while carrying out economic activity, to register income and expenditure of the economic activity, store documents verifying income and eligible expenditure for at least five years, but in the cases where a special tax regime is applied to the tax payer in accordance with the Law for a period exceeding five years – for the whole period of the application of the tax regime. The payer has a duty to present such documents or submit the copies thereof to the territorial office of the State Revenue Service upon the request thereof.

5) to pay into the budget the missing amount of tax on the basis of the adjusted declaration of the territorial office of the State Revenue Service;

6) when commencing an economic activity, to register within a period of month with the regional office of the State Revenue Service according to the place of residence thereof as a person carrying out economic activity; and

7) to inform the regional authority of the State Revenue Service regarding discontinuance of the economic activity by submitting within a period of time a notice of the income obtained from the economic activity during this period and of the expenditure related to the obtaining thereof.

[31 May 1995; 20 November 1997; 25 November 1999; 30 November 2000; 22 November 2001]

Section 29. Duties of Employers

1. An employer has a duty within the time periods and in accordance with the procedures prescribed by this Law:

1) to calculate, withhold and pay into the budget the payroll tax from the amounts paid out to the employee, indicating the place of residence of the payer;

2) to inform the employee and controlling territorial office of the State Revenue Service according to the place of location thereof regarding the amounts paid out to the employee during the taxation year and the payroll tax paid therefrom into the budget;

3) to store the documents verifying the calculation and payment of work remuneration for the time period specified in Section 10 of the Law on Accounting;

4) to submit a notification regarding the amounts of personal income tax which are withheld monthly from the income of work of the employees and paid into the budget to the territorial office of the State Revenue Service according to the legal address thereof within the time periods specified for the employer in conformity with the Law On State Social Insurance for submitting the notice regarding mandatory payments of State social insurance;

5) to submit a report by 15th date of the following month on the tax withheld from income from which tax must be withheld at the place of the payment in accordance with Section 17, Paragraph twelve of this Law from non-residents; and

6) to submit a report by the 15th date of the following month to the territorial office of the State Revenue Service for the tax withheld and paid into the budget monthly from the income of natural persons the tax from which is withheld at the place of payment.

2. Transfer (include) into the budget of tax from the funds of the employer without withholding it from the employee shall be prohibited, except the increase in the principal debt of tax in conformity with the refinancing rate determined by the Bank of Latvia and sanctions to be paid by the employer for the violations of tax laws, as well as when performing amendments of the tax calculation in cases where the withholding of the calculated amounts of tax from the employee or recipient of the income is not possible.

3. The provisions of this Section and Sections 31, 31.2, 32 and 33 also apply to a person – payer of income who pays out the income from which in accordance with this Law or other tax laws tax must be withheld at the place of the payment of the income.

[14 January 1994; 19 December 1996; 25 November 1999; 30 November 2000]

Section 29.1 Duties of the State Revenue Service

The State Revenue Service shall, in accordance with the procedures and within the time period prescribed by the Cabinet, but not less often than once a quarter, provide local governments with information on the amounts of personal income tax included into the budgets of local governments from the income of natural persons – taxpayers residing in the territory thereof.

[25 November 1999]

Section 30. Rights of Payers

The payer has the following rights:

1) to submit to the territorial office of the State Revenue Service a substantiated request to divide the taxable income determined for the taxation year among the previous years, provided that the income referred to has been obtained as a result of work for several years;

2) [25 November 1999];

3) to request that the territorial office of the State Revenue Service according to the place of residence thereof reimburses the overpaid amount of tax or amount of tax paid erroneously in accordance with the summary procedures;

4) to become acquainted with the reports of verifications performed by the territorial office of the State Revenue Service insofar as such verifications concern the payer;

5) to appeal the decisions of the territorial office of the State Revenue Service in accordance with the procedures provided for in regulatory enactments; and

6) to submit an annual declaration of income, amending the calculation of tax of the taxation year within a period of three years in accordance with the Law On Taxes and Fees.

[31 May 1995; 25 November 1999; 30 November 2000]

Section 31. Liability of Employer (Payer of Income) for Tax not Paid in Due Time

1. If the employer (payer of income) has not paid into budget the tax withheld from the work remuneration of the employer (income which is to be paid out to a person) within the time period prescribed by Section 17, Paragraph five of this Law, he or she shall pay into the budget the amount of the unpaid tax (principal debt), the money of the increase in the amount of the unpaid tax (increase in the principal debt) in accordance with the provisions of Paragraph two of this Section, and fines for late payments in accordance with the provisions of the Paragraph three of this Section

2. Tax amounts (principal debt) deducted within the time period, but not paid into the budget within the time period specified in Section 17, Paragraphs five, ten and twelve of this Law shall be increased in conformity with the refinancing rate determined by the Bank of Latvia during the total late period for each late day of payment of tax.

3. For the amount of tax (principal debt) withheld within the time period, but not paid into the budget within the time period specified in Section 17, Paragraphs five, ten and twelve of this Law the fine for late payment shall be calculated from the principal debt not paid in time in the amount of 0.05 per cent for each late day of payment of the tax.

[19 December 1996; 25 November 1999]

Section 31.1 Liability of Payer for Tax not Paid in Due Time

1. If the payer fails to perform advance payments of the tax specified in Section 18, Paragraph three of this Law, he or she shall in addition to the late payment of tax pay the increase of the unpaid amount of tax (increase of the principal debt) in accordance with the provisions of Section 31, Paragraph two of this Law and the fines for late payment in conformity with the provisions of Section 31, Paragraph three of this Law.

2. If the payer fails to pay the tax calculated in accordance with the summary procedure into the budget within the time period specified in Section 19, Paragraph three of this Law, starting with the day following the next payment time period he or she shall have the increase in the unpaid amount of the tax (increase in the principal debt) calculated in accordance with the provisions of Section 31, Paragraph two of this Law and the fines for late payment in conformity with the provisions of Section 31, Paragraph three of this Law.

[19 December 2002]

Section 31.2 Liability of Employer (Payer of Income) for Incomplete Withholding of Tax

1. If the employer (payer of income) before the verification of the tax administration (declaration of the verification), by violating the requirements of this Law, has not withheld tax from all the taxable income of a person and without withholding tax has paid out amounts from which in conformity with this Law the tax is to be deducted at the place of payment, he or she must pay the missing amount and fine in the amount of the missing amount.

2. If the employer (payer of income) has failed to withhold the tax from the work remuneration (income to be paid out to a person) of an employee within the due time, as well as has failed to pay into the budget the amount of tax withheld, the increase of the unpaid amount of tax (increase of the principal debt) and the fine for late payment shall be calculated for the period of time, starting from the day following the day on which the tax had to be withheld and paid into the budget in conformity with the provisions of Section 17, Paragraphs five, ten and twelve of this Law.

3. The fine specified in Paragraph one of this Section and the late payment fine specified in Paragraph two of this Section shall not be applied to the employer (payer of income) if he or she prior to the verification of the tax administration (declaration of the verification) has himself or herself performed the amendment of the tax calculation, withheld and paid into the budget the missing amount of tax, but not more often than once in three years.

4. The employer (payer of income) shall pay the unpaid (missing) amount of tax and fines within a period of 30 days from the day a decision from the tax administration has been received thereof. If the payments have not been made during this time, the unpaid (missing) amount of tax and increase of the fine in conformity with the refinancing rate determined by the Bank of Latvia, late payment from the unpaid (missing) amounts of tax and fines shall be calculated starting from the 31st day after the receipt of the decision of tax administration.

[19 December 1996; 25 November 1999]

Section 313 Liability of Payer for Reduction of Taxable Income

1. If the payer by violating the requirements of this Law has failed to calculate the tax from the total taxable income which is taxable in conformity with this Law, except the income from which the tax had to be withheld at the place of payment by the employer of other person, he or she must pay the missing amount of the tax and fines in the amount of the amount of the tax.

2. The payer shall pay the unpaid (missing) amount of the tax and fines within a period of 30 days from the date of receipt of the decision of the tax administration regarding thereof. If payments have not been made during this time, the unpaid (missing) amount of tax and increase of the fine in conformity with the refinancing rate determined by the Bank of Latvia, late payment from the unpaid (missing) amount of the tax and fines shall be calculated starting from the 31st day after the receipt of the decision of tax administration.

3. If the employer (payer of income) within a period of taxation year has failed to withhold from the taxable income of the payer from which in conformity with the provisions of this Law it had to be deducted at the place of payment of the income, has discontinued its activity in Latvia, is liquidated or due to other reasons cannot be found, the missing amount of tax of the taxation year must be paid by the payer himself or herself, except in the cases where the payer is liquidated in conformity with the provisions of legislative enactments and the tax debts extinguished in conformity with Section 25 of the Law On Taxes and Fees.

[19 December 1996; 20 October 2005]

Section 32 Liability of Employer (Payer of Income) for Other Violations of Tax Laws

1. A fine shall be imposed on the employer (payer of income) for failing to submit (send) the notices provided for by this Law to the territorial office of the State Revenue Service in the amount of 10 lats for each unsent document (or for each person). In the case where such violation is repeated the amount of the fine shall be increased three times. If the employer (payer of the income) before the verification of the tax administration (performance of the verification) has corrected his or her mistake himself or herself and after the time period specified in the Law has sent to the territorial office of the State Revenue Service the notices provided for by the Law, a fine in the amount of one lat for each document not sent within the time period (or for each person) shall be imposed.

2. [30 November 2000]

3. A fine in the amount of 100 lats shall be imposed on the employer (payer of income) for failing to submit the reports specified in Section 29, Paragraph one, Clause 4 of this Law. A fine in the amount of five lats shall be imposed on the employer (payer of the income) for each person to whom income was paid in the calendar month and who is not specified in the submitted report.

4. If the employer (payer of income) has not submitted a report on the tax deducted from the income paid out to non-residents from which it was to be deducted at the place of payment of the income within the time period specified in Section 29, Paragraph one, Clause 5 of this Law, the fine shall be imposed on him or her in the amount of 100 lats for each account not submitted.

[19 December 1996; 25 November 1999; 30 November 2000]

Section 32.1 Liability of Payer for Other Violations of the Law

1. If the payer who in conformity with the provisions of this Law must submit a declaration fails to comply with the time period for the submission of the declaration, the liability specified in the Law On Taxes and Fees shall be applied thereto. If the payer has failed to submit a declaration in cases where the total amount of his or her non-taxable income referred to in Section 9 of this Law has exceeded four times the amount of the non-taxable minimum determined for the taxation year, a fine in the amount of 20 lats shall be imposed thereon.

2. If due to the fault of the payer the booklet is damaged or lost and the issue of a new booklet is required, a fine in the amount of 10 lats shall be paid prior to the issue of a duplicate of the booklet. The payment of a fine shall not be required, if the payer submits a statement of a relevant State authority regarding the fact that the booklet has been lost or damaged in a natural disaster or under other constraints.

[25 November 1999; 30 November 2000]

Section 33 Collection of Payments of Tax not Paid in Due Time on an Uncontested Basis

The amounts of tax not paid in due time shall be recovered on an uncontested basis in conformity with the provisions of the Law On Taxes and Fees.

[19 December 1996]

Section 34. Duties and Liabilities of Other Bodies

1. Merchants, co-operative societies, non-resident permanent representations, institutions, organisations, associations, foundations and other persons within the scope of the competence thereof have a duty to issue to a payer carrying out economic activity a written certification (receipt) for the expenditure made by the payer, if the payer carrying out economic activity requests such certification.

2. If an unfounded refusal to comply with the requirement referred to in Paragraph one of this Section is received, the State Revenue Service shall impose administrative sanctions upon the offender.

3. If a written certification is issued to a payer for expenditure which has not in fact been made, the State Revenue Service shall impose a fine upon the offender in twice the amount of the amount specified in the document issued unjustifiably.

[31 May 1995; 20 October 2005]

Section 35. Participation of Other Bodies in Filling out the Declaration

1. The payer has the right to authorise a sworn auditor to fill out the declaration.

2. The payer has a duty to familiarise the person filling out the declaration with all the data at his or her disposal that is related to the calculation of the tax. A data transfer/acceptance certificate signed by the payer and the person who fills out the declaration shall certify the fact of the transfer of the data referred to.

3. The person who fills out the declaration shall be liable for the accurate calculation of tax. The level of liability of the person who fills out the declaration shall be specified by the amount of the data referred to in the transfer/acceptance certificate.

Section 36. Competence of District (republican city) Territorial Offices of the State Revenue Service

The rights, obligations and liability of territorial offices of the State Revenue Service of districts (republican cities), as well as of the public servants of such institutions shall be regulated by the Law On the State Revenue Service (Latvijas Republikas Saeimas un Ministru Kabineta Ziņotājs, 1993, No.34)

[14 January 1994, 25 November1999]

Section 37. Income Tax Payer Code

All persons whose declared place of residence is Latvia and who obtain incomes shall be registered at the State Revenue Service and they shall be given a taxpayer code, which conforms to the personal identity number with which such person is registered in the Population Register of the Republic of Latvia, or a taxpayer code, which is granted by the State Revenue Service in the cases where the person in not registered in the Population Register of the Republic of Latvia.

[14 January 1994, 25 November 1999; 11 December 2003]

Section 38. Documentary Support

1. [20 October 2005]
2. The Cabinet shall determine the type of the form and the procedures for the completion thereof of the declarations, notices of the reports for ensuring implementation of this Law and of other documents necessary for the implementation of the Law.

[25 November 1999; 30 November 2000; 20 October 2005]

Section 39. Procedures for the Application of the Norms of this Law

For the application of the norms of this Law, the Cabinet shall determine:

1) explanations for individual terms used in this Law and the application of such terms for the needs of the calculation of the tax;

2) the procedures for the specification of taxable income, taking into account various situations and the restrictions reserved in the Law and other conditions, which in a concrete situation impact upon the amount of taxable income;

3) the moment of recognition of income and expenditures if such is not specified in the Law; and

4) the illustration of the practical application of the norms of the Law in required situations and examples of calculations.

[20 October 2005]

Transitional Provisions

[19 December 1996]

 

1. The amendments made to the Section 19, Paragraph two and Section 20 of the Law adopted on 19 December 1996 shall be applicable also to the declaration of income for 1996. In applying the amendments of Section 20 of the Law, the recipient of a pension has the right to refuse to submit the declaration, provided that in 1996 he or she has not received other non-taxable income or the total amount thereof does not exceed the amount of the non-taxable minimum specified for the taxation year.

2. The Cabinet shall approve the form of the declaration of income for 1996 within a period of 15 days after the proclamation of the Law.

3. [2 October 1997]

4. A person who on the basis of Paragraph 16, Sub-paragraph 12 of the Transitional provisions of the Law On State Pensions has submitted to the State Social Insurance Agency a submission requesting the granting of the pension de novo, and who must repay the previously received State pension into the special budget of State pensions, shall adjust the amount of the previously paid tax for 1997-1999 in accordance with summary procedures by submitting an annual declaration of income. Recalculation of the previously paid tax shall be performed in accordance with the following procedures:

1) for the tax from the income of 1997 – by submitting or adjusting the declaration of the income of 1997 from 1 January 2000 until 1 April 2000;

2) for the tax from the income of 1998 – by submitting or adjusting the declaration of income from 1 January 2001 until 1 April 2001; and

3) for the tax from the income of 1999 – by submitting or adjusting the declaration of income of 1999 from 1 January 2002 until 1 April 2002.

[25 November 1999]

5. Amendments to Section 9, Paragraph 19 in relation to the taxation of income from the sale of stocks and other transferable securities thereof, which have been in the possession of the person for less than 12 months, shall come into force on 1 January 2001.

[25 November 1999]

6. Section 29.1 of the Law shall come into force on 1 July 2000.

[25 November 1999]

7. The provisions of Section 9, Paragraph five shall be applied starting from 1999.

[27 January 2000]

8. The Cabinet shall co-ordinate the provisions provided for by Section 38 of this Law with the amendments to the Law On Personal Income Tax. Until the day of the coming into force of the relevant amendments to these provisions, but not longer than by 1 July 2001, Cabinet Regulation No. 357 of 18 October 2000, Regulations On the Application of Norms of the Law On Personal Income Tax shall be applied, insofar as they are not in conflict with this Law.

[30 November 2000]

9. [21 February 2002]
10. The amendments to Section 8, Paragraph three, Clause 3 of this Law shall be applied in the taxation year, which starts in 2003.

[11 December 2003]

11. The amendments to Section 9, Paragraph one, Clause 2 of this Law shall come into force by a special law.

[11 December 2003]

12. An individual undertaking (including a farm and a fishery farm) of a natural person, which is registered and operates in accordance with the Law On Specially Supported Regions in a specified specially supported region and in respect of which a decision has been taken regarding the conformity of the development project to the relevant regional development programme according to the procedures specified by the Cabinet, shall continue to apply Section 11, Paragraph ten of this Law while the in conformity with the Regional Development Law the specially supported region status granted by the Law On Specially Supported Regions is in force.

[11 December 2003]

13. On the day of the coming into force of the regulation provided for in Section 26, Paragraph two of this Law, but not later than by 1 July 2004 Cabinet Regulation No. 145 of 21 April 1998, Procedures by which personal income tax payments are included in Local Government Budgets shall be in force insofar as they are not in contradiction to this Law.

[11 December 2003]

14. The norms of this Law, which regulate the specification of the taxable income of partnerships and payment of tax applies also to business partnerships. 

[20 December 2004] 
15. A natural person – such a shareholder of a capital company the value of whose capital share or stock has been increased in the re-registration of a non-profit-making organisation (non-profit-making undertaking or non-profit-making company) or its reorganisation as a capital company in accordance with Sections 25 and 25.4 of the Law on Procedures for the Coming into Force of The Commercial Law, the increase of the increased value of the capital shares or stocks as a result of the referred to re-registration or reorganisation shall be taxed in the taxation period in which the reduction in the value of capital shares or stocks or alienation of capital shares was performed. 

[20 December 2004] 
16. A natural person – a capital company shareholder – shall be taxed on the amounts paid out from special reserves, which have been paid to him or her from the accumulated reserve fund of a non-profit-making organisation (non-profit-making undertaking or non-profit-making company) in re-registering or reorganising it as a capital company in accordance with Sections 25 and 25.4 of the Law on Procedures for the Coming into Force of The Commercial Law, if such are not deemed to be expenditures for the economic activities of the capital company. 

[20 December 2004] 
17. The payer of the income specified in the cases in Paragraphs 15 and 16 of these Transitional Provisions shall withhold taxes at the moment of payment and pay these into the budget not later than the fifth day of the month following the payment of the income, taking into account the conditions of Section 17, Paragraph eleven of this Law. If the payer of the income is a natural person, who does not perform economic activities, the shareholder of the capital company referred to in Paragraph 15 of these Transitional Provisions shall declare the acquired income and pay the tax according to summary procedures. 

[20 December 2004] 
18. Payers of personal income tax who in 2005 up to 31 March have donated to associations and foundations, which as public, cultural, educational, scientific, sport, charity, health and environmental protection organisations and funds, and religious organisations, which in 2004 have been granted or extended permits to receive donations with donors receiving tax relief, as well as Latvijas Kultūras fonds [Latvian Culture Fund], the Latvian Olympic Committee and Latvian Children Fund, are entitled in 2005 to reduce the calculated tax by the amount of the donation. The reduction in the total taxable income in accordance with Section 10 of this Law and this Paragraph may not exceed 20 per cent of the annual taxable income. 

[20 December 2004] 
19. The amount of monthly non-taxable minimum provided for in Section 12 of this Law and the amount of monthly tax relief provided for in Section 13, Paragraph one, Clause 1 and Paragraph 1.2 of this Law for 2005 shall be determined by the Law On the State Budget for 2005. 

[20 December 2004] 
20. Section 24, Paragraphs five and six of this Law shall come into force on 1 July 2005. 

[20 December 2004] 
21. The income of natural persons, which in the 2005 and 2006 taxations years was acquired from the sale of forest stands or from the sale of timber, shall not be taxed with personal income tax. 

[10 March 2005] 
22. Section 17, Paragraph ten, Clause 7, Paragraphs twelve and 12.2 of this Law in relation to income from the sale of forest stands or from the sale of timber, as well as Paragraph 10.2 shall not be applied in 2005 and 2006. A taxpayer to whom in 2005 in paying out income from the sale of forest stands or from the sale of timber, had tax withheld from it in conformity with this Law, for 2005 shall recalculate the tax to be paid according to summary procedures when submitting the annual income declaration.

[10 March 2005]
23. The Cabinet shall evaluate the impact of the norms provided for in Paragraph 21 of the Transitional Provisions of this Law upon the revenues of local governments in 2005 and, if necessary, shall prepare amendments to the Law On the State Budget for 2005 in order to cover the reduction in the revenue of local governments.

[10 March 2005] 

24. The norms of Section 3, Paragraph three, Sections 8, 17 and 34 of this Law, in which are included a reference to commercial companies or capital companies shall be applicable also in relation to undertakings and companies, which have not re-registered in the commercial register and are in insolvency proceedings. 

[20 October 2005] 
25. Amendments to Section 38, Paragraph one of this Law in relation to the deletion of this Paragraph shall come into force on 1 July 2006. 

[20 October 2005] 
26. Up to the day of the coming into force of the Cabinet regulations provided for in Section 39 of this Law, but not longer than by 1 September 2006, Cabinet regulation No. 357 of 18 October 2000, Regulations regarding the Application of Norms of the Law On Personal Income Tax shall be in force insofar as they are not in conflict with this Law. 

[20 October 2005] 
27. Amendments to Section 13, Paragraph one, Clause 3 of this Law (in relation to the increase in the non-taxable minimum from 1320 lats to 1980 lats) shall come into force on 1 October 2006. For the persons referred to in this Clause, the non-taxable minimum for 2006 shall be determined as the sum of 1/12 of the annual amount of non-taxable minimum, which was in force from 1 January 2006 to 30 September 2006 multiplied by 9, and 1/12 of the annual amount of non-taxable minimum, which was in force from 1 October 2006 multiplied by 3. If a person has a pension granted after 1 January 2006, the non-taxable minimum shall be determined in proportion to the time period from the day of granting of the pension to the end of the year, taking into account the annual amount of non-taxable minimum specified for January-September 2006 and the annual amount of non-taxable minimum specified from 1 October 2006.

 [8 June 2006] 
28. The Cabinet shall evaluate the impact of the amendments to Section 13, Paragraph one, Clause 3 of this Law (in relation to the increase in the non-taxable minimum from 1320 lats to 1980 lats) upon the revenues of local governments in 2005 and, if necessary, shall prepare amendments to the Law On the State Budget for 2006 in order to cover the reduction in the revenue of local governments. 

[8 June 2006] 
 

 

Chairperson of the Supreme Council of the Republic of Latvia                    A. Gorbunovs

 

Secretary of the Supreme Council of the Republic of Latvia                         I. Daudiss

 

Rīga, 11 May 1993
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