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Chapter I
General Provisions

Article 1. General Provisions
The Law provides the procedure and terms and conditions for establishing, operating and liquidating free economic zones in the Republic of Lithuania and the legal status of the economic entities operating in a free economic zone. The purpose of the Law is to create favourable conditions for economic and commercial activities in the free economic zone in terms of taxation, customs duties, currency, finance and law and other preferential conditions to enable foreign and local economic entities to establish, within the zones, enterprises and organisations engaged in international trade, production and export which develop and introduce technical and scientific progress, as well as to stimulate foreign investments and create new jobs.

Article 2. Free Economic Zone

1. Free economic zone (hereinafter referred to as ‘zone’) means a territory designated for the purpose of economic, commercial and financial activities within which economic entities are provided with special economic and legal conditions of operation as established by this Law. The territory must have no permanent residents.

2. Within a zone, subject to coordination with the Customs Department under the Ministry of Finance, specific parts of the zone’s territory (hereinafter referred to as ‘free territories’) may be set up in line with the requirements applicable to free zones established by Council Regulation (EEC) No. 2913/92 of 2 July 1993 establishing the Community Customs Code, Commission Regulation (EEC) No. 2454/93 of 2 July 1993 laying down provisions for the implementation of Council Regulation (EEC) No. 2913/92 establishing the Community Customs Code, the Law on Customs of the Republic of Lithuania and other legislation. 
Article 3. Types of Activities of Free Economic Zones

1. Commercial, production, import and export, business or other activities not prohibited  by the laws of the Republic of Lithuania may be developed in a zone established in the Republic of Lithuania. The types of activities shall be determined by a separate law on the establishment of a specific zone.
Article 4. Laws of the Republic of Lithuania Effective in the Zone

The Constitution of the Republic of Lithuania and this Law shall apply within the zone. Other laws and legal acts of the Republic of Lithuania shall be effective to the extent the legal relations pertaining to the operations of the zone and of its economic entities are not governed by this Law.

Article 5. Administration of the Zone

1. The territory of the zone shall be leased out to the zone administration company in accordance with the procedure established by law.

2. The economic activities of the zone shall be organised by the zone administration company.

Article. 6. The Zone Administration Company

1. The zone administration company shall be a legal entity. The zone administration company shall be set up for the term of operation of the zone. No less than 51% of capital of the zone administration company shall belong to natural persons and legal entities by the right of private ownership. It shall operate in compliance with the Law on Companies of the Republic of Lithuania. 
2. The powers of the zone administration company shall be determined by this Law, as well as by the bylaws of the zone administration company.

Article 7. The Zone Enterprise

1. The zone enterprise shall be an enterprise of any form and type of ownership situated within the zone and registered in accordance with the law of the Republic of Lithuania, to which the terms and conditions of activities established by this Law and state guarantees for its activities within the zone shall apply.
2. The procedure for establishing zone enterprises shall be provided by the laws governing the procedure for incorporating an enterprise and the law on the zone. An enterprise already existing and operating in the zone shall gain the status of a zone enterprise after the zone administration company issues a permit to engage in activities in the zone and the managing authority of the Register of Legal Entities registers amendments to the bylaws of the enterprise relating to the acquisition of the status of a zone enterprise.
3. The zone enterprise shall operate in compliance with this Law, the law on the zone, the statute of the zone, its bylaws and founding documents as well as the agreement with the zone administration company concerning the terms and conditions of activities in the zone.

4. The economic and commercial activities that meet the objectives specified in the founding documents and that are not prohibited by the laws of the Republic of Lithuania shall be permitted in the zone. Retail trade shall be permitted only to the extent it serves to satisfy the internal needs of the zone.

5. Founders wishing to register a zone enterprise shall submit the registration documents established by legislation and the permit of the zone administration company to engage in activities in the zone to the managing authority of the Register of Legal Entities.

6. A decision concerning issuance of a permit for the economic entity to engage in activities in the zone shall be adopted by the zone administration company. A permit shall be issued to an economic entity under the terms and conditions set forth in the statute of the zone for the activities which are specified in the law on the zone and in the statute of the zone.
Permits shall not be issued to economic entities for their activities in the zone where:

the activities indicated in the application of the economic entity are not in line with those established in this Law and the law on the zone nor those detailed in the statute of the zone;

the economic entity does not have a licence (permit) issued in the manner provided by the Government of the Republic of Lithuania for activities which are subject to such permit or the licence (permit) has been suspended or cancelled;
the territory of the zone is divided and no technical facilities to provide an operating area are available.

The zone administration company shall provide a written grounding for its refusal to issue a permit for the activities of an economic entity. Refusal to issue a permit may be appealed against to the state institution authorised to carry out state supervision of free economic zones.

7. The activities of a zone enterprise may be suspended if the enterprise violates the terms and conditions of activities established by this Law, the law on the zone, the statute of the zone, the bylaws of the zone enterprise or the agreement between the zone administration company and the economic entity or other laws and legal acts of the Republic of Lithuania which are in effect in the zone. On the proposal of the state institution authorised to conduct state supervision of free economic zones or the zone administration company, inspections of a zone enterprise may be carried out in accordance with the procedure established by laws of the Republic of Lithuania.
Work in a zone enterprise may be suspended in accordance with the procedure established by the Law on Labour Protection.

8. A zone enterprise may not establish branches or representative offices outside the boundaries of the zone. A zone enterprise located outside the boundaries of a zone may be founder of a zone enterprise.

Article 8. Spheres of Capital Investment and Activities Prohibited and Restricted in the Zone

1. The following spheres of capital investment and activities shall be prohibited for enterprises in the zone:

1) economic and commercial activities connected with ensuring state security and defence, as well as with the production, storage or sale of arms, ammunition or explosives, or having a harmful effect on the environment;

2) production, processing, storage and neutralisation of hazardous and radioactive materials;

3) production and combustion of plastic and other environmentally hazardous materials;

4) production, sale and storage of narcotics, narcotic, virulent and poisonous substances;

5) processing, sale and storage of crops containing narcotic, virulent and poisonous substances;

6) manufacture of vodka, liqueur and other liquors;

7) manufacture of tobacco products;

8) manufacture of securities, paper money and coins, postage stamps;

9) founding and keeping of gambling-houses;

10) organisation of lotteries;

11) publishing activities, except for personal needs, preparation and broadcasting of radio and TV programmes, with the exception of technical servicing of printing -houses, radio and television;

12) treatment of patients who are ill with serious and particularly dangerous infectious diseases, including venereal and contagious skin diseases, aggressive forms of mental diseases;

13) treatment of animals ill with particularly dangerous diseases; and

14) settlement of labour migration issues.

2. A licence issued by the Government of the Republic of Lithuania or its authorised state institution must be obtained for licensed activities.

3. Investment of capital of foreign origin into exploitation of natural resources shall be prohibited without a concession.

Chapter II
ESTABLISHING A FREE ECONOMIC ZONE

Article. 9. Zone Establishment Procedure

1. The establishment of a zone may be initiated by municipal councils and the Ministry of Economy of the Republic of Lithuania which present to the Government of the Republic of Lithuania a proposal to establish a zone. The following must be specified in the proposal:

type (types) of zone activities;

description of territorial boundaries of the zone and the plan of its territory; 

agreement of the entity to which state-owned land had been settled or which owns the land to lease the territory allotted to the zone;
information about the infrastructure required for the functioning of the zone, indicating the objects, distribution systems and preliminary costs of their installation;

draft law on the zone.

2. The zone shall be established by a law of the Republic of Lithuania. The law must provide territorial boundaries of the zone (where the law does not provide otherwise), the type (types) of the activities in the zone, the term of zone activities, the conditions and criteria of the competition procedure to select successful bidders in the zone establishment competition, structure of the zone administration company, the functions, powers and responsibility of its management bodies, the procedure for liquidating a zone administration company without liquidating the zone and for the formation of a new company, grounds of relations of important state (municipal) objects with the zone administration company in respect of the use of those objects to service the zone and the procedure for establishing charges from zone enterprises for the general affairs of the zone.

3. After the Seimas of the Republic of Lithuania passes the law on the establishment of a zone, the Government of the Republic of Lithuania shall adopt a decision regarding an international competition for drafting the best business plan for the zone and the zone statute and for choosing the group of founders.

International competitions shall be organised by the institution authorised by the Government of the Republic of Lithuania whereas the competition panel shall be approved by the Government of the Republic of Lithuania.

4. The Government of the Republic of Lithuania shall adopt resolutions on:

1) the decision of the competition panel concerning the formation of the zone founders’ group;

2) the appointment of the board member of the zone administration company to represent state interests in the company;

3) the approval of the zone statute; 
4) phases of assimilation of the territory of the zone and the operation of the zone; 

5) establishment of the boundaries of the territory of the zone – in cases provided by the Law.
Chapter III
ADMINISTRATION OF A FREE ECONOMIC ZONE

Article 10. Basic Principles of Zone Administration

The structure, functions, powers and responsibility of the zone administration bodies shall be established by this Law and by the laws on an individual zone.

Article 11. The Zone Administration Company

1. The group of founders which is the winning bidder in the competition for the best business plan, statute of the group and selection of the group of founders shall incorporate a zone administration company. One member of the board of the zone administration company shall be appointed by the Government of the Republic of Lithuania and one by the council of the municipality on whose territory the zone is being created. The board chairperson of the zone administration company shall be nominated by the board members of the zone administration company by open ballot. The board chairperson of the zone administration company shall be approved by the state institution charged by the Government of the Republic of Lithuania in accordance with the procedure established by law to carry out state supervision of the zones.

2. A supervisory board of the zone administration company shall not be formed.
Article 12. Rights, Duties and Responsibility of the Zone Administration Company

1. The zone administration company shall have the right:

1) acting in accordance with the goals of operation of the zone, its investment business project, statute as well as the bylaws of the zone administration company, to register in the zone economic entities in compliance with the Law on the Register of Legal Entities of the Republic of Lithuania and this Law;
2) to sublease to the zone enterprises registered in the zone the land and immovable property leased to the zone administration company;

3) to determine the internal rules of the zone;

4) to establish service enterprises in the zone;

5) to set, in the agreements between the zone enterprises and the zone administration company, the financial conditions of the sublease of land and immovable property and provision of mutual services;

6) to obtain from the economic entities operating in the zone statistical report data concerning their activities which is established by the Government of the Republic of Lithuania;
7) to use resources on a co-operative basis for the common needs of the infrastructure development and environment management of the zone; 

8) to submit proposals to the Government of the Republic of Lithuania and the state institution which carries out state supervision of free economic zones on the amendment of the statute of the zone and changing of its territorial boundaries.

9) to establish charges for the enterprises of the zone in accordance with the law on the zone;
10) in coordination with the Customs Department under the Ministry of Finance of the Republic of Lithuania, to announce parts of the territory of the zone as free territories and to set boundaries of such territories.
2. Duties of the zone administration company:

to abide by this Law and other laws of the Republic of Lithuania which are in force in the zone, the statute of the zone and the bylaws of the zone administration company;

to organise the economic activities of the zone;

to ensure that the economic entities registered in the zone adhere to the statute of the zone, refrain from engaging in activities prohibited under the laws of the Republic of Lithuania, operate in accordance with the terms and conditions set in the agreement, keep to the requirements of the Law on the Environmental Protection of the Republic of Lithuania and other legal acts in the sphere of environmental protection;

to ensure the protection of the zone boundaries and create conditions for the work of customs of the Republic of Lithuania at the check posts;

to ensure physical protection of the territory of the zone;

to create proper conditions for the law enforcement institutions and international control organisations to perform their respective functions in the zone; and

to form a commission for resolving disputes between economic entities.

3. The zone administration company shall be liable under the laws of the Republic of Lithuania for its activities and negative effects thereof.

4. The zone administration company shall account to the Government of the Republic of Lithuania for the activities of the company and the zone within the time period and according to the procedure established by the statute of the zone.

Article 13. Board of Zone Enterprises 

An advisory board of zone enterprises may be formed for representing the interests of the zone enterprises. The procedure of its formation and its powers shall be specified in the statute of the zone.

Article. 14. State Supervision of Free Economic Zones

State supervision of free economic zones shall be carried out according to the procedure established by the Government of the Republic of Lithuania by the state institution authorised by it or a special institution formed by it. The above institution shall also resolve all issues related to the establishment, administration and activities which are common to all zones.

Chapter IV
TAXES, CUSTOMS DUTIES, CURRENCY AND FINANCIAL CONDITIONS IN FREE ECONOMIC ZONES

Article 15. Taxes in the Zone

1. The enterprises registered in the zone and their employees, in accordance with the EU legislation and legislation governing the procedure for the application of same in the Republic of Lithuania, shall pay import duties as defined in Article 4(10) of Council Regulation (EEC) No. 2913/92 of 12 October 1992 establishing the Community Customs Code. The enterprises registered in the zone and their employees shall pay the following taxes and charges:

1) tax on profits of legal persons;

2) income tax of natural persons;

3) pollution tax and tax on the use of natural resources;
4) state social insurance contributions;

5) compulsory health insurance contributions; 

6) charges for the general affairs of the zone established by the zone administration company;
7) value-added tax, excise duty, sugar tax, turnover tax – as prescribed and defined by the legislation governing those taxes;
8) other taxes and charges prescribed by law.

2. For leased-out state-owned land the zone administration enterprise shall pay a preferential, i.e. a 50% lower, land rent. The zone administration company shall have the right to pay the rent in advance for the entire period of lease or for a part thereof, as prescribed by the Government of the Republic of Lithuania or by its authorised state institution. In such a case the funds accumulated for state-owned land leased out shall be allocated to repurchasing the land taken for public needs from land owners on that territory or for other public needs. The private capital of the zone administration company and of the zone enterprises invested into the zone’s infrastructure shall be excluded from the value of land when establishing the respective rent. Where the zone administration company has paid the whole or part of the rent in advance followed by a change to the value of land which serves as basis for calculating the level of the land rent or the rate of land rent or a different basis for calculating the land rent, the level of the land rent for the period in respect of which the land rent was paid in advance shall not be adjusted.

3. A zone enterprise whose capital investment reached at least one million euros, for 6 taxation periods starting from the taxation period when the said investment amount was reached, shall not be subject to profit tax, and for the 10 subsequent taxation periods it shall be subject to a 50% lower profit tax rate. The tax privilege provided in this clause may apply only where at least 75% of the income of the zone enterprise over the respective taxation period is comprised of income from the following activities conducted in the zone: production of goods, manufacturing, processing and warehousing activities, manufacture of aircraft and spacecraft and related equipment, repair and maintenance of aircraft and spacecraft, activities related to the maintenance and repair of aircraft and spacecraft (repair, technical inspection and analysis of electronic and optical equipment), computer programming activities, computer consultancy activities, managing of computer hardware and software, other IT and computer service activities, data processing, Internet server services (hosting) and related activities, call centre services, wholesale in the goods stored in the zone and / or services related to the above-listed types of activities conducted in the zone (transportation, service, construction on the territory of the zone of goods produced, manufactured, processed or stored in the zone, as well as of goods required for the production, manufacture or processing conducted in the zone and other services related to the above-listed types of activity). The tax privilege provided in this clause may be applied only where the zone enterprise is in possession of an auditor’s opinion which confirms the required level of capital investment. Where the amount of capital investment decreases prior to expiration of the tax privilege term established in this clause and no longer amounts to one million euros, application of the tax privilege shall be suspended for the taxation period in which the amount of capital investment thus decreased and may be renewed for the taxation period in which the capital investment reaches one million euros. The tax privilege established in this clause may in no case apply to credit institutions and insurance companies.
4. Dividends received by investors in the free economic zone shall be exempt from taxation as prescribed by the Law on Profit Tax of the Republic of Lithuania.

5. Other tax privileges shall be applied in accordance with the laws of the Republic of Lithuania.

6. The zone administration company shall pay taxes imposed on corresponding enterprises by the laws of the Republic of Lithuania.
7. The tax privileges provided in Clauses 2, 3, 4 and 5 of this Article and other methods of state aid shall apply to the enterprises of the zone to the extent they are not in conflict with the EU legislation governing provision of state aid and with the procedure for the provision and supervision of state aid established by the Government of the Republic of Lithuania.
Article 16. Characteristics of Customs Inspection Activity in Free Territories
The free territories of free economic zones are considered free zones within the meaning of Council Regulation (EEC) No. 2913/92 of 12 October 1992 establishing the Community Customs Code, Commission Regulation (EEC) No. 2454/93 of 2 July 1993 laying down provisions for the implementation of Council Regulation (EEC) No. 2913/92 establishing the Community Customs Code, and Law on Customs. 
Article 17. Activities of Banking and Insurance Institutions in the Zone. Currency and Financial Conditions

1. The activities of banking and insurance institutions in the zone shall be regulated by the Law on Commercial Banks and insurance laws of the Republic of Lithuania.

2. For settlements litas and convertible foreign currency may be used in the zone.

3. The procedure applied to money that is brought in and taken out of the zone shall be the same as to money brought in from abroad or taken out abroad.

Article 18. Keeping of Records and Accounting in the Zone

Economic entities shall keep records and conduct accounting in the zone according to the effective laws of the Republic of Lithuania and other legal acts.

CHAPTER V
LABOUR RELATIONS AND USAGE OF LANGUAGES IN THE FREE ECONOMIC ZONE

Article 19. The Regulation of Labour Relations, Working Conditions and Social Insurance in the Zone

Issues concerning labour, safety at work, state compulsory social insurance and other issues related to labour relations shall be regulated in the zone by the laws of the Republic of Lithuania and other legal acts.

Article 20. Usage of Languages in the Zone

The official language used in the territory of the zone shall be the state language of Lithuania (Lithuanian).

CHAPTER VI
REGULATION OF ECONOMIC RELATIONS WITH INSTITUTIONS OF THE EXECUTIVE AUTHORITIES AND MUNICIPALITIES

Article 21. Utilisation of Land, Structures, Facilities of Infrastructure and Natural Resources in the Zone

1. The relations of the ownership and lease of land shall be regulated by the Civil Code and the Law on Land of the Republic of Lithuania.

2. Structures and facilities of infrastructure that are owned by the state (municipality) may be leased or sold in accordance with the procedure established by the laws of the Republic of Lithuania.

3. Natural resources in the zone may be exploited and utilised in the manner established by laws of the Republic of Lithuania.

Article 22. Services Rendered to the Zones by the State and Municipalities

The state and municipal institutions shall render the same services to economic entities operating in the zone as to other economic entities operating in their territory.

Article 23. Activities of Law Enforcement Institutions in the Zone

Law enforcement institutions of the Republic of Lithuania shall operate in the zone within their purview and in the manner established by the laws of the Republic of Lithuania. The zone administration company shall ensure proper working conditions for these institutions.

Article 24. Activities of Supervision Institutions in the Zone

The functions of the sanitary and hygiene, environmental protection, and utilisation of natural resources inspectorates, fire prevention , labour and other state inspectorates shall be performed by the state supervision inspectorates of the Republic of Lithuania or local inspectorates formed by the zone administration company, which shall be duly authorised by respective state inspectorates of the Republic of Lithuania.

Article 25. Activities of the Parties and NGOs in the Zone

The activities of the parties and NGOs shall be prohibited in the zone.

CHAPTER VII
ENTRY INTO FREE ECONOMIC ZONE

Article 26. This article became null and void.
CHAPTER VIII
STATE GUARANTEES TO INVESTORS INTO FREE ECONOMIC ZONE

Article 27. State Guarantees for the Functioning of the Zone

1. Investments, legally earned profit, income, dividends, rights and legitimate interests of the investors shall be protected by the laws of the Republic of Lithuania.

2. The system of state guarantees of investment security shall apply to all economic entities engaged in economic and commercial activities as well as other activities in the zone. The state shall guarantee the economic entities the right to bring in the zone and to take out of the zone and the Republic of Lithuania capital and profit.

3. Economic entities shall be guaranteed the right to own 100% of the assets of an enterprise operating in the zone. The terms and conditions for the investment of capital or the existence of investments shall not change for five years from the beginning of investment for those investors who invested the capital owned by them by the right of ownership according to the procedure and conditions established at the time a relevant law was in effect.

4. Foreign investors shall have the right to transfer legally earned income (profit) to other countries without restrictions. Foreign investors may export their income (profit) or a part thereof in the form of goods purchased in the domestic market or reinvest into the economy of the Republic of Lithuania.

CHAPTER IX
SETTLEMENT OF DISPUTES CONCERNING THE ACTIVITIES OF THE ZONE ENTERPRISES OR THE ZONE ADMINISTRATION COMPANY

Article 28. Procedure for the Settlement of Disputes in the Zone

Disputes arising between the zone enterprises, the zone enterprises and the zone administration company, the zone administration company and state institutions, the zone administration company and the state institution authorised by the Government of the Republic of Lithuania to perform state supervision of free economic zones, concerning the compensation for the change of conditions of the activities of zone enterprises, as well as other disputes shall be settled in accordance with the procedure established by the Code Of Civil Procedure of the Republic of Lithuania.

CHAPTER X
LIQUIDATION OF THE FREE ECONOMIC ZONE AND THE ZONE ENTERPRISE

Article 29. Procedure for the Liquidation of the Zone Enterprise

1. A zone enterprise may be liquidated on the grounds and in line with the procedure established by the Civil Code of the Republic of Lithuania.
Article 30. The Procedure for the Liquidation of the Zone

1. A free economic zone shall be deemed liquidated upon the expiration of the period for which it was established, provided its activities are not extended by the Seimas of the Republic of Lithuania.

2. A zone may be liquidated by the Seimas of the Republic of Lithuania prior to the expiration of the period for which it was established in cases recognised as international legal grounds.

3. The Government of the Republic of Lithuania shall form a liquidation commission for the settlement of property and other issues related to the liquidation of the zone, and the financial relations between the economic development and management bodies of the zone and the subjects of economic activities operating in the zone, which shall be authorised to administer the zone until final settlement of all issues concerning the liquidation of the zone.

4. Disputes over the liquidation of the zone shall be settled in the courts of law of the Republic of Lithuania.

I promulgate this Law, passed by the Seimas of the Republic of Lithuania.

PRESIDENT OF THE REPUBLIC


ALGIRDAS BRAZAUSKAS
