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Latvia facts 

 

 Latvia is one of the three Baltic States and a Member State of the European Union. It 
is located on the coast of the Baltic Sea and has land borders with Estonia, Lithuania, Russia 
and Belarus. The total area of Latvia is 64,589 km2, approximately 45 % of which is covered 
by conifer and mixed forests.  

Latvia has about 2.2 million inhabitants, and the official language is Latvian. The 
capital of Latvia is Riga founded in 1201. Latvia is divided administratively in 110 
amalgamated municipalities and 9 republican cities. The Republic of Latvia is a 
parliamentary democracy. 

 

Membership in international organisations 

Latvia was the first of the Baltic States to join the World Trade Organization (WTO) 
in February 1999. On 20 September 2003, 66.9 % of the Latvian citizens voted for Latvia's 
accession to the European Union. Latvia became a Member State of the European Union on 
1 May 2004. And it has been a member of the North Atlantic Treaty Organization (NATO) 
since 29 March 2004.  
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Objectives and economic achievements of Latvia 

Currently, Latvia's economy has started to grow rapidly and successfully after 
surviving the crisis of 2009. Latvia's achievements in overcoming the economic recession 
have been well received both by the European Union and globally.  

Latvia's success in dealing with the crisis has been positively recognised by the 
International Monetary Fund (IMF), the President of the European Council, H. van Rompuy, 
and the popular newspaper The New York Times. Although there are still some difficulties, 
Latvia has turned from a country with a significant economic decline into a country with 
5 % economic growth that is the best rate among the 27 EU Member States. 

 
Currently, the key priorities of the Latvian international policy are introducing the 

euro, enhancing the investment and business environment, promoting the export growth 
and improving the balance of trade. Also, the priorities of the internal policy are based on 
the increase in the level of economy and include reduction of the unemployment level, and 
improvement of the overall living standards. 

At the beginning of 2013, the European Commission acknowledged that the 
economy of Latvia satisfied the preconditions for participation in euro zone. Current rates 
allow to assume that Latvia will be able to meet all Maastricht criteria. Latvia has a stable 
exchange rate against the euro, and the national currency fluctuations against the euro 
have not exceeded ±1 % for two years. Now, the deadline for introducing the euro is 1 
January 2014. Since 1993 the national currency is lats which is pegged to the euro 
currency. One lat consists of 100 santims.  

Latvia is experiencing economic growth. In comparison to the first quarter of 2011, 
during the first quarter of 2012, the volume of GDP grew by 6.8 % which was affected by an 
11% increase in the construction and industry volumes and a 10 % increase in the trade 
volume, as well as the amount of collected taxes. Also, in 2013, the overall unemployment 
level is decreasing in Latvia, and its current rate is 10.9 %. The lowest unemployment level 
of 7 % has been registered in the Riga region.  

The main industrial sectors are the manufacturing of buses, minibuses, trams and 
wagons, synthetic fibre, agricultural equipment, fertilizer, as well as the manufacturing of 
radio receivers, electronic devices, telephones and production of pharmaceutical goods, 
foodstuffs and textiles. In their turn, the key agricultural products are crops, sugar-beets, 
potatoes, vegetables, pork, milk, eggs and fish. The total export volume continues to grow 
in Latvia. In 2012, the volumes of the export of goods have increased overall by 15% 
compared to 2011. During the 11 months of 2012, the total volume of the Latvia's external 
trade in goods reached LVL 14.32 billion which is by LVL 1.72 billion or 14.1 % more than 
within the period from January to November 2011, and the export volume was LVL 6.34 
billion.  

Although there is only one official language in Latvia which is Latvian, a significant 
share of Latvia’s inhabitants uses Russian in their everyday communication. English is 
widely used among youth and businessmen. 
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Political structure of the Republic of Latvia 

In Latvia, the legislative function is fulfilled by the Parliament or the Saeima 
consisting of 100 members. It is elected in general, equal, direct, secret and proportionate 
election by assigning seats to the parties which have gained at least 5 % of votes. The 
election is held every four years on the first Saturday of October. Only Latvian citizens who 
are at least 18 years old on the day of the election are entitled to vote. Any citizen who is 
more than 21 years old on the day of the election may become a member of the Saeima. 

In Latvia, the President is elected by the Saeima for a four-year period with a 
majority of at least 51 votes of members of the Saeima by secret ballot. One person cannot 
be a president for more than eight years in a row.  

The executive body of Latvia is the Cabinet of Ministers (and its subordinated institutions) 
under supervision of the Prime Minister. After electing the Saeima, the president of the 
State chooses a Prime Minister candidate who then forms the government (selects the 
ministers) which can obtain the support of the Parliament majority, because the Cabinet of 
Ministers is approved by the Saeima. The current president of the state is Andris Bērziņš, 
and the Prime Minister is Valdis Dombrovskis. 
  



BALTIC LEGAL 
www.baltic-legal.com 

 

6 
 
 

Judicial system of Latvia 

Latvia has a three-tiered judicial system. The constitution of the Republic of Latvia 
(Satversme) states that justice is administered by the district (city) courts, regional courts 
and the Supreme Court, and in the event of war or a state of emergency – also, military 
courts. The Constitutional Court (Satversmes tiesa) is an independent judicial power 
institution that reviews cases on the compliance of laws and other regulatory acts with the 
Satversme that fall within the scope of its competency according to the Satversme of the 
Republic of Latvia and the law on the Constitutional Court, as well as other cases under its 
competence according to the law.  

A legal provision that the Constitutional Court has declared as non-compliant with 
the provision of a higher legal force, shall be considered as not in effect from the day of 
publishing the Constitutional Court's judgment unless stated otherwise by the 
Constitutional Court. If the Constitutional Court has deemed any international agreement 
signed or entered into by Latvia as non-compliant with the Constitution (Satversme), the 
Cabinet is obliged to provide for amendments to this agreement without delay, 
denunciation of this agreement, suspension of its operation or revocation of the accession. 

In Latvia, the alternative mechanism for civil dispute resolution envisages a 
possibility to resolve such disputes before the court of arbitration. When resolving a 
dispute, the court of arbitration observes the principle of legal equality and contest of the 
parties. Each party has equal rights to state its opinion and to defend the rights and the 
interests protected by the law. The court of arbitration settles any dispute, if the parties 
have voluntarily reached an agreement and entered into an arbitration agreement, except 
for disputes which according to the law are not allowed to be resolved by the court of 
arbitration.  

The court of arbitration is a non-governmental judicial institution that reviews and 
adjudicates cases assigned to it. There is a legal basis for establishing two courts of 
arbitration. Firstly, the court of arbitration may be created for resolving one particular 
dispute (ad hoc court of arbitration). Secondly, constantly-operating courts of arbitration 
(permanent courts of arbitration) may be established. Since the restoration of 
independence, approximately 200 permanent courts of arbitration have been established. 
The best known courts of arbitration are: the Court of Arbitration of the Latvian Chamber 
of Commerce and Industry (LCCI) (established in 1991), Court of Arbitration of the 
Association of Commercial Banks of Latvia (established in 1993), Riga International 
Arbitration Court (established in 1996), and Latvia International Arbitration Court 
(established in 1996). 
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Business etiquette 

 Business vitally depends on the cooperation both with customers and partners; 
therefore it is essential to be aware of the business etiquette rules in the respective 
country. One of the first impressions that allow to judge a personality in the business world 
is a handshake because a meeting usually starts with it. The business etiquette in Latvia 
requires a handshake when greeting a person. Using a handshake is acceptable also when 
greeting a woman, but only if the woman first reaches for a handshake. However, a woman 
should be greeted first verbally. Also, when greeting a group of people, women should 
always be greeted first. It is not polite to hint that you are waiting for a greeting. 

 Verbal greeting is done by using words "Labdien!" ("Good day!"), "Labrīt!" ("Good 
morning!"), "Labvakar!" ("Good evening!"). In Latvia, the word "Sveiki!" ("Hello!") is 
commonly used; it is an informal form of the word "Uzredzēšanos!" (Goodbye!) which is 
used to bid farewell and is inappropriate when greeting a person. The words "Labdien!" 
("Good day!") and "Sveicināts(-a)!" ("Hello!") can be used to greet a person at any time 
during the day and night; however, if one wishes to distinguish between the times of day, 
then the word "Labrīt!" ("Good Morning!") should be used from 6.00 AM to 12.00 noon, the 
word "Labdien!" ("Good day!") should be used from 12.00 noon to 6.00 PM, but the word 
"Labvakar!" ("Good evening!") – from 6.00 PM to 0.00 AM. It is polite to address people by 
their last name and the word "kungs/kundze" ("Mr./Mrs."). 

 The exchange of business cards is important for establishing a relationship and the 
future communication. There are also some rules on exchanging business cards. A person 
who is lower in rank offers his or her business card first; however, if the hierarchy of 
persons is not known, then the person arriving is the first to give a business card. If 
someone offers you a business card, it is polite to offer one in exchange. It helps to avoid 
unpleasant situations in case a person wants to receive a business card from someone. It is 
not polite to ask for a business card. Also, it is not polite to refuse to give your business card 
in exchange; however, there may be a situation when an entrepreneur does not want to 
offer his or her business card. In such case, he or she should thank the other person for the 
business card and just continue the meeting. It is preferable that a business card includes 
the translation into Latvian. A business card should be neat and appropriate and carried in 
a business card holder. If an entrepreneur does not have a business card, it is polite to 
apologize about the fact that he or she does not have anything to give in exchange and to 
agree on another way of giving the entrepreneur's contact details, for example, to offer 
provision of contact details by using the information on the received business card. A 
person should also state his or her first and last name, so the receiver of the business card 
can better remember the person who has given the business card. If you intend to give 
someone a business card together with business documents, it is recommended to provide 
a place for the business card in the document materials. After receiving a business card, it 
should be put in a visible place, for example, on the table instead of putting it in the pocket 
that may hint at its insignificance. 
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Why to invest in Latvia? 

 The geographical location of Latvia is undoubtedly an advantage for business 
activities, because it serves as a border separating the extensive EU and Russian markets. 
Besides, since Latvia is a Member State of the European Union, the business is easier from 
several aspects.  

 Promotion of economic growth and improvement of the business environment are 
the key priorities of the Latvian government. Currently, Latvia has the best indicators in the 
European Union in regard to the recovery from economic recession. The export rate is 
increasing. The skill level of labour force is high, and the labour force is cheap in Latvia 
compared to other EU Member States.  

  The state of Latvia has provided entrepreneurs with various kinds of incentives. 
One of such incentives is introduction of a facilitated procedure for new entrepreneurs to 
start a business. For example, the Commercial Law envisages that a business may be 
started with a reduced equity capital, i.e., the equity capital of a limited liability company 
(SIA) may be less than LVL 2,000, for example, LVL 100 or LVL 1. Also, the state fee for 
registering a limited liability company in the Commercial Register has been reduced. 
Additionally, a status of a micro-enterprise taxpayer has been introduced, and it is intended 
to facilitate starting a business for new entrepreneurs.  

In order to promote the attraction of investments, the Immigration Law envisages 
conditions that allow foreigners to request residence permits. People who want to reside or 
work in Latvia are offered residence permits, for example, temporary residence permits 
that allow foreigners to reside in the Republic of Latvia for a certain period of time and 
permanent residence permits that allow foreigners to permanently reside in the Republic 
of Latvia.  

The geographical locations of Latvia, as well as the access to the Baltic Sea and the 
well-developed port infrastructure are additional advantages for trade. The three largest 
ports are in Ventspils, Riga and Liepāja, and their activities are based on transit operations, 
as well as they have been assigned a status of a free economic zone.  

Latvia has its own national airline airBaltic which was established in 1995. In 2011, 
airBaltic serviced 3,351,294 passengers from the airports of Riga, Tallinn and Vilnius which 
was by 5 % more than in 2010. Overall, in 2011, airBaltic carried out 55,319 flights, which 
was slightly less than in 2010 (56,098 flights); however, 75 % of the airplane seats were 
filled (compared to 69 % in 2010). The average 15-minute punctuality increased up to 
88.6 % compared to 83.4 % in 2010. 

The flight tracker service company FlightStats declared that based on the arrival 
punctuality airBaltic was the second most punctual European regional airline following 
the Canarian NAYSA. 

Since 1 May 2004, Latvia is a Member State of the European Union, therefore the Latvian 
market is a part of the EU market where the custom dues have been removed and the 
international trade is being promoted. Latvia serves as an excellent bridge to Russia. 

  

http://en.wikipedia.org/wiki/Canary_Islands
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Business opportunities 

The country's competitiveness is based on competitive entrepreneurs whose 
successful operation depends on a favourable business environment. Provision of the 
respective environment is one of the basic tasks of the Latvian state administration. 
Entrepreneurship is significantly affected by both availability of the relevant infrastructure 
and access to support, but the regulatory environment, in which the enterprise is active, is 
as important. An environment that is beneficial for entrepreneurship and investments is 
one of the key long-term priorities of Latvia's economy. 

In Latvia, it is possible to register various types of undertakings – an individual 
undertaking, limited partnership and the most popular forms of undertaking: a limited 
liability company and joint stock company. 

The Latvian government has ensured a possibility to establish and register also a 
limited liability company with reduced equity capital. This form of undertaking may be 
registered with the equity capital ranging from LVL 1 to 1999; also, the registration costs 
have been reduced. 

Registering a branch of a foreign undertaking in Latvia is especially popular in the sector of 
undertakings providing banking and debt recovery services. 
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Gateway to Europe and Russia 

Latvia is an ideal place not only for providing transit and logistics services among 
the markets of the European Union, the Commonwealth of Independent States (CIS) and 
Asia, but also for other forms of international business because of its favourable 
geographical location combining these two very different cultures. Also, the Latvia's access 
to the Baltic Sea is an advantage ensuring regular traffic of cargo ships through Latvia's 
ports. 

So, as mentioned previously, Latvia is an ideal place for providing transit and 
logistics services among the markets of the European Union, CIS and Asia. Operators of ports, 
railways, carriers, customs warehouses and brokers, logistics centres, as well as operators of ship 
agents, dispatchers and oil and its products' pipelines provide effective and competitive services. 
The transit and logistics sector ensures half of the export of services from the Latvia's 
economy. Therefore special attention is paid to these services both at national and 
company level, and the largest investments into the transport infrastructure – ports, 
railways and motor roads – go to services that are used for transit. 

The three ice-free ports in Riga, Ventspils and Liepāja process a total of 65 million 
tons of cargo. Regular traffic of ferries connects Latvia with the ports of Sweden and 
Germany. Container transport companies ensure container transport services to many 
other ports of the Baltic Sea and further ports of the European Union. 

A common railway system with 1,520 mm wide rails and a united system for 
organisation of cargos shipment provide countries of the CIS and Asia with direct access to 
the Latvian ports in the European Union. Railway transport accounts for almost a half of 
the total transport volumes in Latvia. It has reached 57 million tons. 

The most significant routes of motor roads and railways, as well as ports and 
airports are included in the Trans-European Transport Network (TEN-T) of the European 
Union. So, as mentioned above, the largest investments into the transport infrastructure – 
ports, railways and motor roads – go to services that are used for transit. 

The Latvian transit corridors are recognised also within the framework of other 
international networks: the United Nations (UN) road network AGR, railway network AGC, 
combined transport network AGTC, transport corridors of Eurasia – EATL, and networks of 
the Organisation for Co-operation between Railways – OSZD. 
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Business regulation in Latvia 

  

Legal Environment 

The business environment Latvia has been recognised as one of the best among the 
Baltic States. The World Bank's report „Doing Business 2011” ranks Latvia as 24th in the 
world, which shows progress since the 27th place in 2010. During recent years the 
regulation has been modified and improved in areas, such as closing business, registration 
of real estate, insolvency procedure and procedure for dispute resolution outside the 
courts, as well as procedure for registration of real estate. Latvia has put in place an 
electronic customs declaration system which reduces the time necessary for processing 
import and export documents.  

In Latvia, business is regulated by laws and regulations, but individual areas related 
to the business environment are regulated by both national provisions and the EU law. 

 

Commercial Law 

In Latvia, the commercial law is regulated by the Commercial Law which entered 
into force on 1 January 2002. Because the commercial law is a specific area of private law, 
also the Civil Law's part four „Obligations Law” is applied in addition to the Commercial 
Law. The Commercial Law is modern and corresponds to the global business development 
trends. Currently, the Commercial Law contains four outlining the general provisions of 
business, types of undertakings and regulation of their activities, as well as procedure for 
reorganising companies and types of business deals. It is planned in the near future to 
supplement the Commercial Law with the fifth part governing concern-related issues. The 
general provisions on commercial activity refer to issues, such as concepts of an 
undertaking and commercial activity, the Commercial Register, a company and branch, a 
firm, procuration and ordinary commercial power of attorney, commercial agent, broker.  

In Latvia, commercial activity is one of the types of business, and an undertaking is a 
physical entity (an individual undertaking) or a company (partnership or Capital 
Company). Depending on the level of responsibility, a partnership may be a general 
partnership (unlimited liability) and limited partnership (both limited and unlimited 
liability). In its turn a capital company, whether limited or unlimited, may be a limited 
liability company or SIA and joint stock company or AS. 
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Competition law 

In Latvia, the competition law is governed by the Competition Law which entered 
into force on 1 January 2002 and is harmonised with the EU competition law and 
regulations. Compliance with the Competition Law is controlled and the law itself is 
enforced by the Competition Council. The Competition Law stipulates the liability of 
market players for cartels and abuse of a dominant position (with specific requirements 
concerning retail). Besides, the Competition Law provides that the Competition Council 
has control over merging of market players, as well as it envisages liability for illegal 
merging of market players. 

The Competition Law also prescribes the liability for unfair competition, i.e., actions 
of market players resulting in violation of laws and regulations or customs of fair economic 
activity and prevention, restriction or distortion of competition. 

 

Real estate 

The legislative act governing maintenance and protection of property rights is a part 
of the Civil Law's property rights, however, matters related to real estate are determined 
by many other laws and Cabinet regulations, for example, the Land Register Law, 
Immovable Property State Cadastre Law, Notoriety Law, etc. 

 

Labour Law 

In Latvia, labour rights matters are governed by the Labour Law that entered into 
force on 1 June 2002. It is continuously amended to comply with the general standards set 
by the international legal provisions. This law determines the labour legal relations 
between an employee and employer: the general principles of an employment contract, 
obligations of an employee and employer, regulation of salary matters, working time and 
rest period, labour dispute resolution procedure, employment termination procedure, as 
well as matters of international labour law. State supervision and control in the area of 
labour legal relations and occupational safety is implemented by the State Labour 
Inspectorate. 

Currently, several Cabinet regulations are in place ensuring better enforcement of the Labour Law, 
for example, they determine the procedure for setting the minimum monthly salary and the hourly 
tariff rate, but other Cabinet regulations stipulate the seasonal job types and jobs in areas where an 
employment contract is usually concluded for an indefinite period. 
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Intellectual property 

                 Latvia has a wide range of laws and regulations governing matters related to 
intellectual property. Although in Latvia protection of the intellectual property does not fall 
within the competence of any particular institution, it is ensured by 9 out of 13 ministries, 
for example, the Ministry of Culture (responsible for the copyright and neighbouring 
rights), Ministry of Justice (the Patent Office is responsible for industrial property rights: 
trademarks, designs, inventions, etc.), Ministry of Transport (responsible for matters 
related to domains, servers and downloads, area of electronic management and 
information technologies); maintenance and protection of intellectual property rights is 
also implemented by the prosecutor's office, court and several non-governmental 
organisations. 

                The term “intellectual property” usually refers to various intangible goods, 
knowledge, experience and other similar objects that are described by their intangible 
nature and the fact that they can be expressed and evaluated in monetary terms or other 
equivalents of material nature. The emphasis is on the volume instead of the content. It is 

determined by legislation that the creators of the respective objects or other persons 
envisaged by the law are granted exclusive rights to use them. 

               More precisely, the term “intellectual property” refers to the rights to results of 
intellectual labour, including literary, art and scientific works, artist performances, 
phonograms, broadcastings, inventions, designs, product and service trademarks, 
commercial names and signs, rights to protection against unfair competition, as well as any 
other similar rights in areas of science, literature and art. The following laws and 
regulations apply to intellectual property: Patent Law, Law “On Patent Treaty”, Law on 
Film, Law on Scientific Activity, Copyright Law and other laws and Cabinet regulations. 
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Taxes in Latvia 

The tax system of the Republic of Latvia is governed by the Law "On Taxes and 
Fees". The tax and fee system of the Republic of Latvia consists of state taxes, state fees and 
local government fees. State fees is a mandatory payment into the State budget or, in cases 
stipulated by the law, into the local government budget as a remuneration for the funding 
that state institutions have given to the business, or for services provided, as well as for 
special purposes envisaged by the law (maintenance and development of road, port and 
communication systems, ecological protection of residents and nature, improvement of the 
territory and other purposes). Local government fees are a mandatory payment into the 
basic or special budget of a local government determined by the city council of the local 
government in cases stipulated by the law.  

In Latvia, each type of taxes is governed by a specific law: 

1) personal income tax — Law "On Personal Income Tax";  
2) corporate income tax — Law "On Enterprise Income Tax";  
3) immovable property tax — Law On Immovable Property Tax;  
4) value added tax — Law "On Value Added Tax";  
5) excise duty — Law "On Excise Duties";  
6) customs duty — Customs Law and other laws and regulations governing the procedure 
of customs matters;  
7) natural resources tax — Natural Resources Tax Law;  
8) lottery and gambling tax — Law On Lottery and Gambling Fees and Tax;  
9) mandatory payments of State social insurance (social tax)— Law "On State Social 
Insurance";  
10) car and motorcycle tax — Law "On Car and Motorcycle Tax";  
11) electricity tax — Electricity Tax Law;  
12) micro-enterprise tax — Micro-enterprise Tax Law;  
13) vehicle operation tax — Law On the Vehicle Operation Tax and Company Car Tax;  
14) company car tax — Law On the Vehicle Operation Tax and Company Car Tax. 

Taxpayers are natural and legal persons of the Republic of Latvia or foreign 
countries and groups of such persons formed on the basis of a contract or agreement or 
their representatives who carry out taxable activities or who have been 
guaranteed income in the future. Each specific law determines the taxable objects and 
taxpayers. Also, persons subject to value added tax and persons, groups of persons or their 
representatives who withhold or should withhold the tax from payments to other persons, 
groups of persons or their representatives shall be considered taxpayers. 

In Latvia, state institutions supervising the enforcement of tax laws and regulations 
and implementing tax administration are State Revenue Service and its established 
institutions, and officials appointed or institutions established by the city council of the 
local government. Tax administration is governed by the Law "On State Revenue Service". 
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Tax rates 

In Latvia, tax rates are set according to the respective tax law. 

1) The corporate income tax is set at 15 % of the taxable income, but for non-residents 
the percentage rate is 2 to 15 %. The taxpayer's taxable income is the profit earned through 
the economic activity minus the costs related to the economic activity. Taxation period is 
12 months that may not correspond to the calendar year. 

 

2) The personal income tax is set at 24 % of the taxable income. The taxable income is 
income obtained on the basis of labour relations, income from the economic activity and 
other income in compliance with the Section 3 of the Law On Personal Income Tax. The tax 
rate is 10 % of the income from capital that is not a capital gain and 15 % of the capital 
gain. The taxation period is one calendar month, if it is based on labour relations, or one 
calendar year in other cases. 

 

3) The rate of the mandatory state social insurance contributions is 35.09 % (if an 
employee is insured with all types of social insurance), out of which 24.09 % is paid by an 
employer, but 11 % – by an employee. And for persons entitled to the old-age pension, the 
rate is 30.13 %, out of which 20.68 % is paid by an employer, but 9.45 % – by an employee. 
The object of mandatory payments is the salary calculated for a hired employee from which 
the personal income tax is deducted and the remuneration of a self-employed person. The 
taxation period is one calendar month. 

 

4) The value added tax (VAT) consists of several rates that depend on the type of the 
taxable transaction. The standard VAT rate is 21 %. The VAT rate of 21 % is applied to the 
supply of goods in exchange for consideration, also goods for home consumption; provision 
of services in exchange for consideration; import of goods; purchase of goods from Member 
States of the European Union; using services provided by persons from Member States of 
the European Union and purchase of new vehicles by non-taxable persons in the territory 
of the European Union. 

The reduced VAT rate of 12 % is applied to medication; medical devices; medical 
goods; special products for infants according to the list approved by the Cabinet of 
Ministers; newspapers, magazines and other periodical publications; educational and 
original literature; inland public transport services; heat and natural gas supply to 
residents; supply of firewood and wood fuel to residents and housing services at tourist 
accommodations.  
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In its turn, the VAT rate of 0 % is applied to export and delivery of goods that are not 
put into free circulation, if the delivery of goods is carried out in the customs warehouse or 
free zone; services related to the export and import of goods, transit and services in the 
free zone and customs warehouse which are related to the goods not put into free 
circulation; fuelling of ships and aircraft and delivery of supply -related goods and services; 
international passenger traffic; import of electricity or natural gas, if natural gas is supplied 
using a distribution or transmission system; delivery of goods within the territory of the 
European Union, if the buyer of an article is a taxable person in another Member State and 
goods are delivered to another Member State; delivery of goods if an article is sent to the 
fiscal representative for further export and other transactions in compliance with the 
Section 7 and 28 of the Law On Value Added Tax.  

The VAT is not applied to the following activities and transactions: social care, 
rehabilitation and social assistance services; educational services provided by accredited 
educational establishments; payments for services rendered to children in preschool 
establishments; theatre, circus, concert, exhibition and museum entrance fees; library 
services; insurance services; services of the Latvian postal company "Latvijas Pasts" and 
services to which it has monopoly rights in compliance with the Postal Law; residents' 
payments for the rent of living premises; individual finance services and other transactions 
in compliance with the Section 6 of the Law On Value Added Tax. The VAT is not applied to 
the non-domestic transactions and delivery of goods if the place of delivery is not inland. 

The taxation period is one calendar month, if: 1) the value of taxable transactions 
during the pre-taxation or taxation year exceeds LVL 35,000; 2) if the deliveries of goods 
are carried out within the territory of the European Union or persons of other Member 
States are provided with the services the place of supply of which is stipulated by the 
fourth paragraph of the Section 41of the Law On Value Added Tax. 

The taxation period is one quarter: 1) for a taxable person who has been registered 
by the State Revenue Service in the register of VAT taxable persons , if the value of person's 
taxable transactions during the taxation year does not exceed LVL 35,000 and if the person 
does not carry out deliveries of goods within the territory of the European Union or does 
not provide to persons in other Member States services the place of supply of which is 
stipulated by the fourth paragraph of the Section 41of the Law On Value Added Tax; 2) 
persons whose value of taxable transactions during the pre-taxation year exceeds LVL 
10,000, but does not exceed LVL 35,000 and who does not carry out deliveries of goods 
within the EU territory or does not provide to persons in other Member States services the 
place of supply of which is stipulated by the fourth paragraph of the Section 41of the law.  

The taxation period is a half of the calendar year, if the volume of persons taxable 
transactions during the previous taxation year does not exceed LVL 10,000 and the person 
does not carry out deliveries of goods within the EU territory or does not provide to 
persons in other Member States services the place of supply of which is stipulated by the 
fourth paragraph of the Section 41of the law. 
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5) The excise tax imposed on alcoholic beverages depends on the type of alcohol and on 
the absolute alcoholic strength by volume (%). The excise tax rate imposed on beer is LVL 
2.18 for each % of the actual alcoholic strength by volume, but not less than LVL 4 for 
100 litres of beer. However, the excise tax is LVL 1.09 for each % of the actual alcoholic 
strength by volume, but not less than LVL 4 for 100 litres of the first 10 thousand 
hectolitres of beer produced by an independent small brewery during the calendar year. 
The excise tax for 100 litres of wine or brewed beverage is LVL 45. In their turn, the excise 
tax imposed on intermediate products with alcoholic content up to 15 % by volume is LVL 
45 from 100 litres. For beverages with alcoholic content up to 15–22 (including) percent by 
volume, the tax rate is LVL 70 for 100 litres. But for all the other alcoholic beverages, the 
rate is LVL 940 for 100 litres of absolute alcohol. The taxation period is one calendar month 
or five working days starting from the day when an article has been received from Member 
States of the European Union, or on the border, when excise goods are imported from non-
EU countries. 

 

6) The excise duty of tobacco products is imposed on the following tobacco products: 
cigars and cigarillos, cigarettes, smokable tobacco, finely sliced tobacco for rolling 
cigarettes and other smokable tobacco. The excise duty imposed on tobacco products is 
calculated according to the following rates: LVL 32 for 1000 cigars or cigarillos; for 
cigarettes – LVL 32 for 1000 cigarettes and 33 % from the maximum retail price (the 
calculated tax may not be lower than LVL 64 for 1000 cigarettes); for smokable tobacco 
(for 1000 grams of tobacco) – LVL 43 for both finely sliced tobacco for rolling cigarettes 
and other smokable tobacco. In addition to the above, the excise duty may change 
according to the cigarette length in compliance with the second and third paragraph of the 
Section 13 of the Law On Excise Duties. The taxation period is one calendar month or five 
working days starting from the day when an article has been received from Member States 
of the European Union, or on the border, when excise goods are imported from non-EU 
countries. 

7) The excise duty imposed on oil products is calculated according to the following rates: 
for unleaded petrol, the substitute products and components thereof (per 1000 litres) – 
LVL 289; leaded petrol, the substitute products and components thereof (per 1000 litres) 
— LVL 320; for kerosene, the substitute products and components thereof (per 1000 
litres)— LVL 234; for diesel fuel (gas oil), the substitute products and components thereof 
(per 1000 litres) — LVL 234; for petroleum gases and other gaseous hydrocarbons (per 
1000 kilograms) — LVL 90; for fuel oil, the colorimetric index of which is less than 2.0 and 
kinematic viscosity at 50°C is less than 25 mm2/s, the substitute products and components 
thereof, except the fuel oils referred to in Clause 7 of this Paragraph (per 1000 litres) — 
LVL 234; for fuel oil, the colorimetric index of which is equal to 2.0 or larger or kinematic 
viscosity at 50°C is equal to 25 mm2/s or larger, the substitute products and components 
thereof (per 1000 kilograms) — LVL 11. The excise duty imposed on specific oil products 
may be lower in compliance with the second paragraph of the Section 14 of the Law On 
Excise Duties. The taxation period is one calendar month or five working days starting from 
the day when an article has been received from Member States of the European Union, or 
on the border, when excise goods are imported from non-EU countries.  
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8) The excise duty imposed on non-alcoholic beverages and coffee is calculated 
according to the following rates: for non-alcoholic beverages (per 100 litres) the tax rate is 
LVL 5.2, but for coffee (per 100 kilograms), the tax rate is LVL 100. The taxation period is 
one calendar month or five working days starting from the day when an article has been 
received from Member States of the European Union, or on the border, when excise goods 
are imported from non-EU countries. 

 

9) The natural resource tax rate is calculated based on the type of resource and 
respective measurement unit (in cubic centimetres, tonnes or kilograms). The tax is 
calculated per each acquired or used natural resource or unit of pollution emitted in the 
environment. And the specific rate is calculated according to the Annexes 1–9 to the Law 
On Natural Resources Tax. 

 

10) The car and motorcycle tax is calculated for passenger cars and motorcycles. This tax 
is paid by natural and legal persons registering cars or motorcycles in their name. Tax rates 
are calculated based on the amount of their carbon dioxide (CO2) emissions per one 
kilometre or the car's age and engine size. In its turn, the tax rate for motorcycles is 
calculated based on the motorcycle's engine displacement or age. Cars and motorcycles 
older than 25 years, as well as cars with an electric motor, special passenger cars 
(ambulances, motor caravans, hearses) and cars specially equipped for transporting the 
disabled in wheelchairs are exempt from the car and motorcycle tax. Also, specially 
prepared sports motorcycles and cars, as well as operational cars and motorcycles and 
other vehicles are exempt from the car and motorcycle tax in compliance with the Section 5 
of the Law "On Car and Motorcycle Tax". A person pays the tax into the state budget before 
registration of the respective car or motorcycle by the Road Traffic Safety Directorate. 

11) The immovable property tax is imposed on material objects located in the territory of 
the Republic of Latvia that cannot be moved to another place without externally damaging 
them — land, buildings, including buildings that are registered in the cadastral information 
system, but are not put into operation, and engineering structures (immovable property). 
Immovable property tax payers are natural and legal persons from Latvia or foreign 
countries and groups of such persons created on the basis of a contract or different 
agreement or their representatives who own or have in a legal possession an immovable 
property. The immovable property tax rate is 1.5 percent of the immovable property's 
cadastral value for land, buildings or their parts and engineering structures. The tax rate 
imposed on residential houses depends on their cadastral value (Clause 2 of the first 
paragraph of the Section 3 of the Law on Immovable Property Tax). An additional 
immovable property tax rate of 1.5 percent is imposed on uncultivated agricultural land the 
area of which does not exceed one hectare. The taxation period is one calendar year. 
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12) The lottery and gambling tax is imposed on a gambling organisation – company, 
gambling venue and gaming equipment. Lottery and gambling tax rates are calculated 
based on the type of gambling. The gambling tax is to be calculated monthly for each 
gambling place of each slot machine and each game table in every venue where gambling is 
directly carried out, including the month, when a slot machine or game table is installed or 
dismantled In its turn, the lottery tax is imposed on revenue from the sales of lottery, and 
the tax rate for lotteries and instant lotteries is 10 % of the revenue. The taxation period for 
the lottery tax is one calendar month. 

 

13) The electricity tax is imposed on the electricity supplied to the end user, as well as the 
electricity supplied for home consumption. The taxpayer is an electricity producer 
registered in the register of electricity producers, electricity dealer, distribution system 
operator, autonomous producer or a public dealer. The tax rate is LVL 0.71 per megawatt 
hour. And the taxation period is one calendar month. 

14) The micro-enterprise tax includes: mandatory state social insurance contributions, 
the personal income tax and state fee of the business risk for micro-enterprise employees, 
corporate income tax and personal income tax of the micro-enterprise owner for the part 
of the micro-enterprise revenue from the economic activity. The micro-enterprise tax is 
imposed on the turnover of a micro-enterprise during the taxation period. The micro-
enterprise tax rate is 9 % for the turnover of a micro-enterprise, if the micro-enterprise 
complies with the respective criteria. If a micro-enterprise does not comply with these 
criteria, it pays the micro-enterprise tax according to a higher rate: 1) two percentage 
points are added to the rate of 9% for each additional employee, if the number of 
employees of a micro-enterprise exceeds five employees in a quarter; 2) a 20 % rate is 
applied, if the annual turnover of a micro-enterprise exceeds LVL 70,000; 3) a 20 % rate is 
additionally applied to the part of revenue which exceeds 500 LVL, if the income of a micro-
enterprise employee is higher than LVL 500. The taxation period is a calendar year (the 
micro-enterprise tax is paid four times a year for the turnover of each quarter). 

15) The company car tax is paid according to the cars' engine capacity in the following 
amounts: LVL 19 per month (up to 2,000 cm3); LVL 30 per month (2,001–2,500 cm3); LVL 
40 per month (above 2,500 cm3). This tax is imposed on a car owned or possessed by an 
undertaking, the construction and internal equipment of which suggests that it is intended 
for transporting passengers and their baggage and the number of seats of which, excluding 
the driver’s seat, does not exceed eight seats and which has been registered as a car, 
passenger or general use car. The taxation period is one calendar year. 

 

16) The vehicle operation tax is paid for motorcycles, tricycles and quad bike according to 
the engine capacity in the following amounts: LVL 12 (up to 500 cm3); LVL 24 (501–1,000 
cm3); LVL 36 (1,001–1,500 cm3); LVL 48 (above 1,500 cm3). This tax is imposed on all 
vehicles, except tractor-type machinery, trailers and semi-trailers of cars whose gross 
weight does not exceed 3,500 kilograms, trams, trolleybuses, off-the-road vehicles, snow 
motorcycles, mopeds and bicycles. The taxation period is one calendar year.  
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Obligations of taxpayers 

The general obligations of taxpayers in the area of tax control are outlined in the Law "On 
Taxes and Fees", and they are the following: 

1. To calculate payable tax amounts; 

2. To pay taxes and fees in due time and to the full extent; 

3. To submit to the tax administration in writing or in electronic form the declarations, 
reports or tax assessments provided for in the Law "On Taxes and Fees" or specific 
tax laws; 

4. In order to prove the correctness of tax assessments, to preserve documents 
verifying the revenue from financial and economic activities and the respective 
expenditure and other documents confirming the activities for at least five years, 
but in cases when in accordance to the law, a special regimen of taxes is being 
applied to a taxpayer for a period of time exceeding five years, for the total period of 
application of the special tax regimen; 

5. To report all income, to justify the compliance of the amounts of tax and fee 
payments and other payments required by the state with the laws and regulations 
on the procedure for assessment and payment of the amounts due to the state and 
local governments by presenting or submitting to the officials (employees) of the tax 
administration the requested documents; 

6. To let the officials (employees) of the tax administration inspect the premises to be 
used for economic activity according to the procedure prescribed by the law; 

7. To deduct the amount of payable taxes in compliance with the specific tax laws; 

8. To register taxes and other payments with electronic devices and equipment in 
compliance with the procedure prescribed by the Law "On Taxes and Fees" and 
Cabinet regulations; 

9. If a taxpayer organises accounting registers with electronic computing machines 
(computers), on the basis of the tax administration's request, to issue supporting 
documents and accounting register data prepared in electronic form for 
performance of tax reviews (audits);  

10. To submit to the tax administration the requested documents which are used for 
specification of the tax base; 

11. If a taxpayer organises accounting registers with electronic computing machines 
(computers), on the basis of the request by a person authorised by the tax 
administration, to ensure for tax reviews (audits) that in the presence of the person 
authorised by the tax administration, a representative of the taxpayer by using 
company's computers accesses the information included in the accounting registers, 
as well as other information describing the activities that have affected or could 
have affected assessment and payment of taxes and upon the request by the person 
authorised by the tax administration, to provide for a possibility to copy this 
information to a medium owned by the tax administration.  
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Visas, residence permits and work permits 

Visas 

On 21 December 2007, Latvia entered the Schengen Agreement and became a full-
fledged member state of the Schengen area. Therefore, it is possible to travel with a visa 
issued in Latvia to other member states of the Schengen Agreement. Latvia issues visas that 
are valid only in Latvia or in Latvia and other member states of the Schengen Agreement.  

Three types of visas may be issued: A category visa or airport transit visa, C category 
visa or short-term visa and D category visa or long-stay visa.  

The airport transit visa entitles its holder to cross the international transit area of 
Schengen state airports, but it does not allow to enter the territory of member states of the 
Schengen Agreement. It is intended for citizens of specific countries who have to board 
another flight or whose plane stops at a Schengen state airport on the way to another non-
Schengen country. An airport transit visa is issued by diplomatic or consular missions of 
the Republic of Latvia in foreign countries. 

A short-term visa is issued to foreigners who want to visit one or several Schengen 
countries or cross them during transit. It may be a single-entry, double-entry or multiple-
entry visa depending on the purpose of the foreigner's travel. The visa is valid for no more 
than five years. A foreigner with this type of visa may stay in Schengen countries for up to 
90 days in a six-month period after the first time of crossing the border between a 
Schengen and non-Schengen country. The validity term of single-entry and double-entry 
visas includes also an additional term of 15 days that does not affect the time of residence 
indicated in the visa. 

A long-stay visa is usually issued to a foreigner who has to reside in Latvia for more 
than 90 days in a six-month period, counting from the day of first entry. A foreigner who 
has a valid long-stay visa issued in one of the member states of the Schengen Agreement, 
may enter and stay for a short period of time (not more than 3 months within a six-month 
period) in other member states, if he or she complies with the entry conditions stipulated 
in the Schengen Borders Code and there is no information in the Schengen Information 
System prohibiting this person to enter the Schengen countries. 

Before entering Latvia, the visa can be received at a Latvian mission in a foreign 
country which is competent to review the visa application. Schengen visas for entering 
Latvia are issued also by missions of other member states of the Schengen Agreement if 
special agreements on representation are concluded. A visa may be requested at border 
checkpoints of the Republic of Latvia only under exceptional circumstances. 
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Residence permits 

A residence permit is a document that allows a foreigner to reside in the Republic of 
Latvia for a certain period of time (a temporary residence permit) or permanently (a 
permanent residence permit). The residence permit is necessary if a person needs to reside 
in the Republic of Latvia for a period longer than 90 days within 6 months, counting from 
the first day of arrival. The list of documents to be submitted in order to receive a residence 
permit may vary depending on the foreigner's home country. 

The Office of Citizenship and Migration Affairs shall process the submitted documents 
and give a reply on issuance of a temporary residence permit within 30 to 90 days after the 
receipt of all necessary documents. The state fee for processing a request for a residence 
permit depends on the time it takes. It ranges from LVL 30 (if the documents are processed 
within 30 days) to LVL 220 (if the documents are processed within 5 days). 

Upon receipt of a temporary residence permit, a foreigner must present a valid health 
insurance policy. Upon receiving a temporary residence for the first time or after an 
interruption lasting for more than 90 days, a foreigner must submit a statement issued by a 
Latvian health care establishment stating that the person does not suffer from tuberculosis 
in active phase 
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A temporary residence permit 

A residence permit is a document that allows a foreigner to reside in the Republic of 
Latvia for a certain period of time (a temporary residence permit) or permanently (a 
permanent residence permit). The residence permit is necessary if a person needs to reside 
in the Republic of Latvia for a period longer than 90 days within 6 months, counting from 
the first day of arrival. It can be requested in several cases, for example, if a foreigner 
purchases real estate in Latvia or invests in the equity capital of a company, thus increasing 
it or creating a new company. 

A temporary residence permit must be registered every year. To register a residence 
permit in the cases envisaged by the law, a confirmation of sponsorship processed by the 
Office of Citizenship and Migration Affairs is needed. Such confirmation is not necessary, if 
a foreigner: 

 is considered an individual undertaking; 

 holds a position of management board or director of a company or a branch 
registered in the Commercial Register with the right of representation; 

 is a self-employed person; 

 is a representative of a foreign undertaking; 

 Also, in other not business-related cases.  

Foreigners may request a temporary residence permit in compliance with the 
provisions of the Immigration Law. Also, the foreigner's spouse, minor child and child 
under guardianship, as well as persons under trusteeship have the right to request a 
temporary residence permit for the period of the temporary residence permit issued to the 
foreigner. 

In order to receive a temporary residence permit, a foreigner must submit the relevant 
documents to the Office of Citizenship and Migration Affairs. The list of documents to be 
submitted depends on the foreigner's home country and reason for residence. However, a 
foreigner must submit the following basic documents: 

 an application of a specific form to request a residence permit; 

 a photo; 

 a statement issued by the competent establishment of the state of citizenship or 
residence in regard to the criminal record (for a foreigner older than 14 years of 
age), if a foreigner has resided therein for more than 12 months; 

 a document confirming provision of the necessary subsistence; 

 documents confirming the expected place of residence in the Republic of Latvia; 

 a payment document confirming payment of the state fee. 
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A permanent residence permit 

In certain cases, in order to receive a permanent residence permit, in addition to 
general documents to be submitted a foreigner also has to file a certificate confirming 
proficiency in native language (Latvian) corresponding at least to the 2A level. Such is the 
case, when, for example, a permanent residence permit is requested by parents or a spouse 
of a Latvian citizen or non-citizen, or a foreigner who has continuously resided in the 
Republic of Latvia on the basis of a temporary residence permit at least 5 years before the 
day of submitting the application. 

A foreigner has to submit the documents necessary to request a residence permit to 
a diplomatic or consular mission of the Republic of Latvia in a non-Schengen country. If a 
foreigner has a valid residence permit in one of the member states of the Schengen 
Agreement, he or she is entitled to submit documents to a mission in a member state of the 
Schengen Agreement. Along with a foreigner, documents to request a residence permit may 
be submitted also by the foreigner's spouse, their minor children (also the ones in 
custody) and persons under guardianship. 

The Office of Citizenship and Migration Affairs reviews the documents and replies in 
regard to issuance of a permanent residence permit within 90 days after submitting all 
necessary documents. If a permanent residence permit is requested for a minor child of a 
Latvian citizen or non-citizen, or of a foreigner with a permanent residence permit, or by a 
foreigner residing in the Republic of Latvia who had been a Latvian citizen or non-citizen 
before acquiring citizenship of another country, then it is issued within 30 days. 

A residence permit may be issued to a foreigner as a citizen of a third country for a 
period up to five years if he or she has purchased or owns one or several real estates in the 
Riga planning region or cities of the Republic, the total value of which is at least LVL 
100,000, one or several real estate outside the Riga planning region or cities of the Republic 
the total value of which is at least LVL 50,000, if the following conditions are met 
simultaneously:  

a) He or she does not have a real estate tax payment debt;  

b) The payment for the total value of the real estates has been made by transfer;   

c) The real estate has been purchased from a legal or natural person who is a citizen 
or non-citizen of the Republic of Latvia, citizen of the European Union or a foreigner 
residing in Latvia with a valid residence permit;  

d) The assessed value of real estates purchased in the Riga planning region or cities 
of the Republic is at least LVL 30,000 at the time of purchase or at least LVL 10,000 in case 
of real estates purchased outside the Riga planning region or cities of the Republic.  
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Work permits 

If the foreigner's work requires short-term or irregular residence in the Republic of 
Latvia not exceeding 90 days in a six-month period, he or she must have a visa or 
temporary residence permit and a work permit. This rule refers also to foreigners who do 
not need a visa to enter the Republic of Latvia.  

If the foreigner's work requires regular residence in the Republic of Latvia 
exceeding 90 days in a six-month period, he or she must have a temporary residence 
permit and work permit. A work permit is not needed in the following cases:  

1) If a foreigner enters the country for road shows (concerts) as a performer 
(musician, singer, dancer, actor, circus performer, etc.), an author (composer, 
choreographer, director, stage designer etc.), administrative or technical responsible for 
ensuring performances (concerts) and if the duration of planned residence does not exceed 
14 days;  

2) If a foreigner enters upon invitation of an educational or scientific institution, or 
an independent researcher in relation to scientific studies or to participate in 
implementation of educational programmes and if the duration of planned residence does 
not exceed 14 days;  

3) If a foreigner carries out scientific activity in the Republic of Latvia in accordance 
with a scientific cooperation agreement concluded with a scientific institution from the 
register of scientific institutions; 

4) If a foreigner has received a permanent residence permit.  
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