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 TAX UPDATE APRIL - JUNE 2020 
 

COVID-19 news 
 
DEFERRAL OF SOCIAL INSURANCE CONTRIBU-
TIONS  

After the termination of the quarantine in Lithua-
nia on 16 June 2020, it became clear that by 17 Au-
gust (i.e. within two months from the end of the 
quarantine) social insurance contributions (here-
inafter – SIC) postponed during the quarantine pe-
riod must be paid or the payment must be spread 
over four years. In order to do so, the application 
has to be submitted through the personal online 
account of the State Social Insurance Fund Board 
(hereinafter – Sodra), and must indicate the 
amount of the debt and for what period it is desired 
to defer contributions. 

 

 
 

It is specified that SIC debt may be de-
ferred for one year (without paying contributions 
for the whole year), after which the contributions 
may be spread evenly each month for a maximum 

period of four years. Payments are deferred in a 
simplified manner – no interest is charged and 
credibility justification is requested.  

However, it is not necessary to submit 
an application or pay the full amount of the debt 
by 17 August to those who have already indicated 
in the same application (STI and Sodra) the 
amount of indebtedness they wish to set out, the 
debt repayment schedule and do not want to 
change them.  

It is also important to mention that such 
a simplified deferral procedure for Sodra's contri-
butions will not apply if: 

 
- The amount of deferred contributions re-

quested exceeds 200 000 Euros; 
- The recovery of which has already been 

transferred to a bailiff before the start of 
quarantine; 

- For whom bankruptcy proceedings have 
been initiated before the quarantine has 
been declared; 

- Have not been adversely affected during 
quarantine. 

 
Unlike in the case of SIC payments to Sodra, the 
measures of the State Tax Inspectorate (herein-
after – STI), e.g. tax deferral, are applicable until 
the end of the state of emergency and two 
months after. Taking this into account, there is 
no clear deadline when the other deferred taxes 
may be due. 

 
More information about Sodra's defer-

rals can be found here and here.  

TAXATION OF SUBSIDIES 

The STI has published explanations regarding the 
recognition of subsidies received from the state 
budget for the purposes of calculating income and 
personal income tax and their impact on the de-
duction of input VAT and its calculation. 

Subsidies that did not specify the spe-
cific costs to be reimbursed or how the enterprise 
should use them are included in gross taxable in-
come. 

Subsidies intended to compensate for 
wages or rent shall reduce the allowable deduc-
tions and thus increase taxable profits. 

Non-profit entities recognize received 
subsidies as financing, which after use of subsidy 

https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/3ee7bbf0b00911ea9a12d0dada3ca61b?jfwid=a09v26dvq
https://www.sodra.lt/lt/situacijos/svarbi-informacija-draudejams-gyventojams-covid-19/imoku-mokejimas-ir-skolos-atidejimas-supaprastinta-tvarka-draudejams
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are recognized as income. However, when calcu-
lating corporate income tax such income becomes 
tax exempt.  

In cases where subsidies are paid to 
cover the costs of rent, purchased goods or ser-
vices, the deduction of VAT shall not be limited and 
input VAT shall be deductible in accordance with 
the procedure laid down in Article 58 of the VAT 
Law. 

Pursuant to Article 60 of the VAT Law, 
VAT payers who carry out VAT taxable and non-
taxable activities and receive subsidies or grants 
should apply the "turnover" method and add the 
amount of the subsidy or grant received to the rev-
enue received when calculating the deduction per-
centage of input VAT. 

The original STI report can be found 
here.  
 
AMENDMENTS TO LAWS GOVERNING THE 
DOWNTIME AND PAYMENT OF SUBSIDIES 

The amendments to Articles 47 and 49 of the Labor 
Code, which have entered into force in June 2020, 
stipulate that an employer may declare downtime 
when a state of emergency and / or quarantine has 
been declared in the state, which means that 
downtime under Article 47 can continue even if the 
quarantine is lifted.  

 

 
 

Also, Article 41 (7) of the Employment 
Law has been amended, which provides a proce-
dure for the payment of subsidies to companies af-
fected by the pandemic. Wage subsidy is subject 
to following restrictions – it is granted for no more 
than: 
 

- 10 employees, if the company has up to 20 
employees; 

- 50 per cent employees when the company 
has 21 and more employees. 

 
However, when calculating who is enti-

tled to the subsidy, employees who have been paid 
a wage subsidy during downtime are not included. 

The original legislative changes can be 
found here and here. 

 
 
 
 

VAT news
 

 

VAT AND EXCISE DUTIES ON THE SALE OF 
GOODS AND SERVICES TO DIPLOMATS AND 
NATO MILITARY UNITS 

At the beginning of April 2020, the STI issued a 
publication setting the conditions under which an 
exemption from excise duties and a 0 per cent VAT 

 
rate on the sale of goods and services to diplo-
matsand NATO military units can be applied di-
rectly from 1 January this year. 

It is important to note that the 0 per 
cent VAT rate can only be applied to the direct sale 
of goods or services to diplomatic missions and 
NATO military units, but cannot be applied 
throughout the supply chain. 

The STI publication can be found here.  

 
EU DECIDED TO DEFER NEW VAT RULES IN E-
COMMERCE BECAUSE OF COVID-19 CRISIS 

In response to the disruption caused by the global 
pandemic, the European Commission has reached 
an agreement between Member States to post-
pone for six months the new VAT rules that will ap-
ply to distance sellers. This means that the appli-
cation of these rules is postponed until 1 July 2021 
(previously, the start was set for 1 January 2021). 

The 2021 e-commerce VAT changes in-
clude the following key measures: 

https://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-gautu-subsidiju-pripazinimo?redirect=https%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1
https://www.e-tar.lt/portal/lt/legalAct/d8cd8e50abe211eab9d9cd0c85e0b745
https://www.e-tar.lt/portal/lt/legalAct/502ff420abe211eab9d9cd0c85e0b745
https://www.vmi.lt/cms/documents/10162/8782061/RM-11090/e09003a6-ecbe-44ca-bc75-6505c8c1081f
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- Businesses operating electronic interfaces 
(e.g., marketplaces or platforms) will, in 
certain circumstances, be deemed for VAT 
purposes to be the supplier of the goods 
and will be responsible for collecting and 
paying the VAT due; 

- The creation of an import scheme covering 
distance sales of goods imported from 
third countries or territories (i.e., from non-
EU jurisdictions) to customers in the EU up 
to a value of 150 Euros; 

- The abolition of the current VAT exemption 
for imports of goods in a small consign-
ment of a value of up to 22 Euros; 

- And other changes. 
 

More information can be found here. 

 
 
AFTER SCHOOL ACTIVITIES FOR STUDENTS 
OVER 18 YEARS OLD ARE FREE OF VAT 

The STI amended the commentary to Article 22 (1) 
of the VAT Law, which states that non-formal edu-
cation services for children will not be subject to 
VAT when children over the age of 18 who are still 
studying in full-time vocational and general educa-
tion schools. 

The STI publication can be found here.  
 
 
 

Personal income tax news 
 

 

THE AMOUNT OF NON-TAXABLE INCOME IS IN-
CREASING 

On 23 June 2020, the Seimas approved the amend-
ment of Article 20 of the Law on Personal Income 
Tax (hereinafter - PIT), which increases the amount 
of non-taxable income for FY 2020 to 400 Euros  
 
 
 

(increased by 50 Euros). Under this new proce-
dure, the employer can, but is not obliged to, recal-
culate the amount of non-taxable income from the 
beginning of this year, which requires an agree-
ment between both parties (employee and em-
ployer). 

If the non-taxable income is not recal-
culated, the resident will be able to close this in-
come gap (from the beginning of the year until the 
law enters into force) by submitting the 2020 an-
nual PIT declaration. 

The formula for calculating the amount 
of non-taxable income applicable to a resident will 
henceforth look like this: 

 
- 2020 monthly non-taxable income = 400 - 

0.19 x (per capita monthly employment-re-
lated income – 607 Euros); 

- 2020 annual non-taxable income = 4,800 
- 0.19 x (annual per capita income – 7,284 
Euros). 

 
It is important to mention that this 

change in the amount of non-taxable income will 
lead to the greatest savings for the lowest paid 
workers (up to 607 Euros), an increase in real in-
come of 10 Euros per month, and those who earn 
more will save just a few Euros a month. 

PIT Law can be found here. 
 

https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A32000L0031
https://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-pridetines-vertes-mokescio-istatymo-22-straipsnio-komentaro?redirect=https%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1
https://www.e-tar.lt/portal/lt/legalAct/TAR.C677663D2202/asr
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AMENDMENTS TO BUSINESS LICENSES 

From 1 July 2020, the updated memorandum valid 
for persons operating under business licenses en-
tered into force. Also, the following business cer-
tificates are cancelled: 
 
 
 
 

- Babysitters; 
- Builders; 
- Plumbers; 
- Electricians; 
- Car repairers. 

 
From now on, persons engaged in such 

activities will be required to register their activities 
as individual entrepreneurs. 

In addition, persons renting premises 
will have to obtain as many business licenses as 
those renting premises, and persons providing ac-
commodation services will have to obtain business 
licenses for rural tourism services or bed and 
breakfast services. 

More information about these changes 
can be found here.  

 
 
 

 

Withholding tax news 
 
FOREIGN COUNTRIES HONORARIES PAID TO 
RESIDENTS ARE TAXED WITH 0 PER CENT IN-
COME TAX  

The STI has published a list of foreign countries 
whose royalties may be exempt. It is important to 
mention that although the STI published the in-
formation in April 2020, the exemption from roy-
alties can be applied from 1 January 2019.  

From 2019, the 0 per cent withholding 
tax rate is applied to the payment of royalties to 
residents of the following countries: Ireland, Bel-
gium, Denmark, Italy, Iceland, Spain, Japan, the 
United Kingdom, Latvia, Luxembourg, the Nether-
lands, Norway, France, Finland, Sweden, Switzer-
land and Hungary. 

Royalties paid to residents of the 
above-mentioned countries may be taxed at the 
source of income if the Lithuanian company has 
documents confirming that the benefit is paid to 
residents of these countries and that the benefit is 
received by its beneficial owner. 

Information published by STI can be 
found here.  

  

https://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-verslo-liudijima-isigyjancio-gyventojo-atmintines-trumposios-papildy-1?redirect=https%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1
https://www.vmi.lt/cms/web/kmdb/konsultacines-medziagos-katalogas/-/asset_publisher/4Dvf00qbQF2j/content/salys-su-kuriomis-yra-sudaryta-ir-taikoma-dvigubo-apmokestinimo-isvengimo-sutartis/10174?redirect=https://www.vmi.lt/cms/web/kmdb/konsultacines-medziagos-katalogas%3Fp_p_id%3D101_INSTANCE_4Dvf00qbQF2j%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1
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Other tax news 
 
PROTOCOLS FOR NON-SUBMISSION OF FINAN-
CIAL STATEMENTS TO THE REGISTER OF LEGAL 
ENTITIES WILL BE WRITTEN UP WITHOUT THE 
PARTICIPATION OF THE RESPONSIBLE PERSON  

The order published by the Director of the Center 
of Registers on 28 May 2020 states that the em-
ployees of the State Enterprise Center of Registers 
will be able to write up a protocol on administrative 
misconduct for failure to submit financial state-
ments to the Register of Legal Entities or not sub-
mitting them on time. The protocols will be sent by 
registered mail or e-mail, leaving the heads of the 
companies to appear in court. 

According to the Code of Administra-
tive Offenses, the maximum fine for non-submis-
sion of financial statements can be up to 3 000 Eu-
ros, so such cases may be held in court. 

More information can be found here. 
 

 

FREE TRADE AGREEMENT BETWEEN THE EURO-
PEAN UNION AND THE SOCIALIST REPUBLIC OF 
VIETNAM 

12 June 2020, a free trade agreement has been 
signed, which will allow the elimination of customs 
duties on 99 per cent of goods imported into Eu-
rope from Vietnam within seven years. In addition, 
this agreement contains rules on the protection of 
workers' rights and the environment, intellectual 
property rights. 

The original legislation can be found 
here. 

IT IS AGREED TO DELAY DAC6 DEADLINE 

On 3 June 2020, representatives of EU Member 
States agreed that Member States could optionally 
postpone the submission deadlines set out in EU 
Directive 2018/822, otherwise known as the DAC6, 
for six months (until early 2021). This Directive 
obliges cross-border agreements to be reported by 
intermediaries (e.g. tax advisers, lawyers, account-
ants) and / or interested taxpayers. 

On 2 July, the STI has agreed to post-
pone the obligation to report cross-border arrange-
ments in Lithuania until 28 February 2021 (instead 
of 31 August 2020). 

In Lithuania, this directive has been im-
plemented by an order of the STI, which can be 
found here and in Article 61-2 of the Law on Tax 
Administration (the law can be found here). The di-
rective can be found here.  

https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/c79cd120a1e411eaa51db668f0092944?positionInSearchResults=0&searchModelUUID=f2f9f679-bdac-42bf-bb17-71340791f36a
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELLAR:696cf988-ac72-11ea-bb7a-01aa75ed71a1
https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/10637dd0236b11ea8f0dfdc2b5879561?positionInSearchResults=0&searchModelUUID=411b3900-1716-4306-bd06-dd90177256d7
https://e-seimas.lrs.lt/portal/legalAct/lt/TAD/TAIS.231855
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0822&from=EN
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This Newsletter offers non-binding information and is intended 
for general information purposes only. It is not intended as 
legal, tax or business administration advice and cannot be 
relied upon as individual advice. When compiling this 
Newsletter and the information included herein, Rödl & Partner 
used every endeavour to observe due diligence as best as 
possible, nevertheless Rödl & Partner cannot be held liable for 
the correctness, up-to-date content or completeness of the 
presented information.  

The information included herein does not relate 
to any specific case of an individual or a legal entity, therefore, 
it is advised that professional advice on individual cases is al-
ways sought. Rödl & Partner assumes no responsibility for de-
cisions made by the reader based on this Newsletter. Should 
you have further questions please contact Rödl & Partner 
contact persons.  
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