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Corporate income tax Payers

v" resident companies (including partnerships)

v individual (family) undertakings (including farms and fishing companies) which submit annual

accounts;
v' permanent establishments;

v' foreign companies who receive income in Latvia (withholding tax shall be applied)
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Income tax payers in Estonia

natural persons;

resident legal persons;

sole proprietorship;

common investment funds;

public limited funds and non-resident legal persons who derive taxable income;

a common investment fund is a common fund established in Estonia or foreign state;
a public limited fund a fund founded as a public limited company;

non-residents having a permanent establishment in Estonia;

non-residents operating as employers in Estonia;.
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Tax rate on dividends and other profit distributions

20/80 on net amount 20/80 or 14/86 (2018) on net amount

20 % from gross amount 20 % or 14% (2018) from gross amount

Withholding tax on income paid to non — Income tax on income paid to non —

resident: resident:

« 20 % on income from management and « 20% on income from alienation of
consultancy services; immovable property (difference

* 3% on income from alienation of between the acquisition cost and the
immovable property selling price of the sold property)

» 20 % on any payment to «offshore» » 20 % on any payment to «offshore»
countries countries
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Tax base - Latvia

Distributed profit: Deemed distributed profit:

v"calculated dividends (including

_ . V' expenses not related to economic activity (including expenses for
exceptional dividends);

o acquisition and maintenance of the representative vehicle,
v profit distributions (for other legal

forms) donations, costs related to the assets not used for business

. . ) urpose, penalties, fines, other costs);
v conditional dividends (increase of PUTp P )

share capital by transfer of v liquidation quota

undistributed profit)

Subject to monthly tax payment,
I.e. at the moment of payment or
calculation

© Rodl & Partner 15.12.2017. 5




Rodl & Partner

Tax base - Latvia

Deemed distributed profit:

v Difference calculated due to transfer pricing adjustments
Written off doubtful debts if no activities provided to recover debts (artificial cancelation of debt)
Increased interest payments (Thin cap rules, proportion 1:4)

Loans to related parties (special regulation, short term loans exempted)

R NEENERN

Any benefit in kind provided to employee attributable to PE in Latvia

Subject to yearly tax payment, i.e.
shall be included in the last tax
report for taxation year (December)
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Tax base - Estonia

Distributed profit:

v"calculated dividends (including
exceptional dividends);

v profit distributions (for other legal

forms)

v" conditional dividends

Subject to monthly tax payment,
based on actual cash flow

Deemed distributed profit (two types):

The explicit way stands for dividends and other profit
distributions (except for bonus issue, which is taxable for
resident natural persons upon the alienation of assets
received through the bonus issue).

Payments upon proceeds from liquidations, payments
upon capital reductions and redemption or return
of participation in a company are generally subject to
corporate income tax in the hands of the payer. an
Estonian company at the moment of distribution.

The implicit way to distribute profits is to do that through
fringe benefits, gifts and donations, as well as expenses
and payments unrelated to business activity (special
treatment, non personalized, applies to shareholders).
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Withholding Tax from Payments to Non-residents

Latvia

* From remuneration for management and consulting services - 20 % of the amount of
remuneration (in case DTA is applicable, exemption — residence certificate shall be
provided);

 From remuneration for alienation of real property in Latvia — 3% of the amount of
remuneration;

« Payments to natural or other persons located, have been set up or established in low-tax
and tax-free countries or territories - 20 % of the amount of the payment

E The tax should be withheld at the moment of payment
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Income tax from Payments to Non-residents |

Estonia

= Non-residents (natural and legal persons) have a limited tax liability in Estonia; only the
Estonian-source income is taxed in Estonia.

= Employers, who grant taxable fringe benefits, included employers who are natural persons
and non-residents having a permanent establishment or operate as employers in Estonia
pay income tax on fringe benefits.

* Income tax is charged on business income derived by a non-resident in Estonia if the
service is provided in Estonia. If the non-resident is a legal person located in a low tax rate
territory, income tax is charged on all income derived by the non-resident from the provision
of services to Estonian residents, irrespective of where the services were provided or used.

E The income tax should be withheld and fringe benefit paid at the moment of payment
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Income tax from Payments to Non-residents Il

Estonia

Income tax is charged on gains derived by a non-resident from transfer of property if:
= the sold or exchanged immovable is located in Estonia;
= the movable was subject to entry in an Estonian register prior to the transfer;

= the transferred real right or the right of claim is related to an immovable or a structure as
a movable, which is located in Estonia;

= the transferred holding is a holding of a person who at the time of transfer owned at least
10 per cent in a company, investment fund or pool of assets of whose property, at the time
of transfer or during certain period within two years immediately preceding the transfer,
more than 50 per cent was directly or indirectly made up of immovable or structures as
movables, which are located in Estonia

= the transferred timber from the immovable property situated in Estonia.

E The tax should be withheld at the moment of payment
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Income tax from Payments to Non-residents lll

Estonia

Income tax is withheld at a rate of 10% from:
= royalties paid to a non-resident;

= payments made to a non-resident artist, sportsman or sportswoman for activities conducted
in Estonia, and payments made to a third person who is a non-resident or a natural person
for activities conducted in Estonia by an artist, a sportsman or a sportswoman;

= payments to a non-resident for services provided in Estonia;
= supplementary funded pension specified in § 21 of the Estonian Income Tax Act.

The tax should be withheld at the moment of payment to both — natural and legal persons
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Personal income tax

v Capital gain tax and tax on income from capital — 20 % (both - Estonia and Latvia)

v Progressive tax rate in Latvia for:
* employment income
 self employment income (small business, certain professions)

* Royalty income

Income from 0 — 20 004 (1667 EUR monthly) tax rate 20 %

. Income from 20 005 - 55 000 tax rate 23 % (current rate)

Income above 55 000 tax rate 31,40 %
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Your contact

Rodl & Partner

Elina Putnina
Associate Partner

Rodl & Partner Latvia
Kronvalda bulv. 3-1
LV-1010 Riga

Latvia

Phone: +371 67338125
Fax: +371 67338126
elina.putnina@roedl.pro

.Each and every person counts“ — to the Castellers and to us.

Alice Salumets
Partner

Rodl & Partner Advokaadibiiroo
Tartu mnt 13
10145 Tallinn

Phone +372 606 8650
Mobile phone + 372 5077770
alice.salumets@roedl.pro

Human towers symbolise in a unique way the Rodl & Partner corporate culture. They personify our philosophy of solidarity, balance, courage
and team spirit. They stand for the growth that is based on own resources, the growth which has made Rédl & Partner the company we are
today. ,Forga, Equilibri, Valor i Seny” (strength, equilibrium, valour and common sense) is the Catalan motto of all Castellers, describing their
fundamental values very accurately. It is to our liking and also reflects our mentality. Therefore R6dl & Partner embarked on a collaborative
journey with the representatives of this long-standing tradition of human towers — Castellers de Barcelona — in May 2011. The association
from Barcelona stands, among many other things, for this intangible cultural heritage.
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