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1. The Latvian authorities have received the Commission’s formal notice of 5 
June 2008 in relation to infringement proceedings No 2008/2133, in which it 
is stated that: 

1.1. Pursuant to Article 3(3) of Directive 2001/77/EC of the European 
Parliament and of the Council of 27 September 2001 on the 
promotion of electricity produced from renewable energy sources 
in the internal electricity market, Member States were required to 
submit a report to the Commission for 2007, as well as an analysis 
of success in achieving their national renewable energy targets, by 
27 October 2007.  

1.2. Given that the Latvian authorities have not submitted the report, 
the Commission considers that the Republic of Latvia has not 
fulfilled its obligations under Article 3(3) of the aforementioned 
Directive. 

1.3. By letter No C(2008)  2042 of 5 June 2007 and in accordance with 
Article 226 of the EC Treaty, the Commission invited the Latvian 
Government to submit its observations on the aforementioned issue 
within two months of receiving the letter.   

2. In reply to the Commission’s formal notice in relation to infringement 
proceedings No 2008/2133, the Latvian authorities submit the following 
information: 

2.1. Obligations pursuant to Article 3(3) of Directive 2001/77/EC as 
regards submission to the Commission of the report for 2007 will 
be fulfilled in their entirety by 31 August 2008, when the report 
will be approved by Cabinet and the Commission duly informed.  

2.2. So that the Commission may be better informed of the measures 
taken by the Latvian authorities to implement the Directive, a draft 
of the aforementioned report is enclosed in the Annex..The 
wording of the draft report may differ from that of the approved 
version. 

Encl.: Draft regular report by the Latvian authorities on success in meeting the 
indicative target pursuant to Article 3(2) and (3) of Directive 2001/77/EC 
(14 pages). 

 Regular Report of the Latvian authorities on success in meeting the 
indicative target pursuant to Article 3(2) and (3) of Directive 2001/77/EC 
of the European Parliament and of the Council of 27 September 2001 on 
the promotion of electricity produced from renewable energy sources in 
the internal electricity market  
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Introduction 
Under the Guidelines on Renewable Energy Resource Use in Latvia for 2006-13, 
increasing the proportion of renewable energy used is linked to the following key 
objectives:  

1. increasing the proportion of renewable energy resources in Latvia’s total energy 
balance; 

2. enhancing Latvia’s security of energy supply; 
3. ensuring the contribution of renewable energy sources to a long-term reduction in 

greenhouse gas emissions. 

1. Laws and regulations 
The main piece of legislation governing the use of renewable energy sources and support 
for their use is the Electricity Market Law of 2005, which includes provisions on: 

- Latvia’s national indicative target, i.e. 49.3% of Latvia’s electricity consumption 
must be met from renewable energy sources by 2010. 

- the introduction of new electricity production capacity and the expansion of 
current capacity; 

- regulating electricity production from renewable energy sources. 

On the basis of the delegation of responsibilities laid down in the above Law, the 
Cabinet of Ministers has issued the following Regulations: 

- Cabinet Regulation No 695 of 29 August 2006 ‘Rules on permits to increase 
production capacity or install new production facilities’ (effective as of 2.9.2006). 

- Cabinet Regulation No 921 of 6 November 2006 'Rules on the production of 
electricity from cogeneration' (effective as of 11.11.2007). 

- Cabinet Regulation No 503 of 24 July 2006 'Rules on electricity production from 
renewable energy sources' (effective as of 22.8.2007). 

2.   Production of electricity from renewable energy 
sources 
The proportion of renewable energy sources in Latvia’s primary energy resource mix has 
traditionally been high, accounting for 30.2% of final consumption in 2006 if the 
contribution of renewable energy to electricity and district heating is taken into account. 

Wood and water resources are the most widely used, and wind energy, straw and biogas 
are used to a lesser extent.  

Renewable energy sources account for a very high proportion of the electricity produced 
in Latvia.  

In 2006 the proportion of the electricity supply derived from renewables was obtained 
from wind farms, small hydroelectric power stations, biogas power stations and wood. 
Because of a reduction in the amount of hydroelectricity produced, the proportion of 
electricity supply and consumption derived from renewable energy sources in 2006 was 
37.7% of the self-sufficiency requirement, 10.7% less than in 2005. The availability of 
hydropower is dependent on weather conditions and the volume of river flows. 

Hydro resources are utilised mainly in the large hydroelectric power stations run by AS 
Latvenergo.  In 2006, 35.9% of electricity was supplied by large hydroelectric power 
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stations, 0.5% by small hydroelectric power stations, 0.6% by wind farms, 0.5% by 
biogas installations and 0.1% by installations using wood.   

Given that the amounts of electricity produced are largely dependent on water flows in 
the Daugava River, the proportion of electricity derived from renewable energy sources 
fluctuates considerably from year to year. 

LEGEND: 
Dabas g•ze: natural gas 
Liel•s HES: large hydroelectric power stations 
Maz•s HES: small hydroelectric power stations 
VES: wind farms 
Naftas produkti: petroleum products 
Koksne: wood 
Biog•ze: biogas 
Neto imports: Net imports 
Citi: other 

3. Support scheme for electricity production from 
renewable energy sources 
In accordance with the Law on the Electricity Market, Cabinet Regulation No 503 
‘Rules on electricity production from renewable energy sources’ and Cabinet Regulation 
No 921 ‘Rules on the production of electricity from cogeneration’, the policy of support 
for the use of renewable energy sources is implemented with the aid of a compulsory 
purchasing scheme.  

In comparing Cabinet Regulations Nos 503 and 921, it should be pointed out that the 
essential difference between the two insofar as the compulsory purchase of electricity 
from renewable energy sources is concerned relates to how the amount of electricity 
subject to compulsory purchase is regulated. 

Cabinet Regulation No 503 establishes annual quotas of aid for compulsory purchase in 
respect of various types of renewable energy sources over the 2007-10 period. The 
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quotas are expressed as a percentage of the total expected consumption of electricity in 
Latvia.   

Cabinet Region No 921, on the other hand, places no quantitative restrictions on the 
compulsory purchase of electricity produced from cogeneration. 

a. Compulsory purchase pursuant to Cabinet Regulation No 503 
Cabinet Regulation No 503 was adopted so as to transpose the requirements of Directive 
2001/77/EC into Latvian legislation, facilitate an increase in the proportion of electricity 
produced from renewable energy sources and help Latvia meet its indicative target, 
pursuant to which 49.3% of electricity must be produced from renewable energy sources 
by 2010.   

The aforementioned Regulation lays down  

- criteria in accordance with which a producer of electricity from renewable energy 
sources may obtain the right to sell it within a compulsory purchase framework; 

- the procedure by which the amount of electricity produced from renewable 
energy sources and the amount subject to compulsory purchase are determined; 

- the proportion of all electricity consumed by Latvia's electricity end-users that 
must be covered from each type of renewable energy source; 

- the procedure for determining the price of electricity produced from a renewable 
energy source, depending on the source used; 

- the procedure for determining the amount of electricity subject to compulsory 
purchase, as well as for implementing and monitoring the purchasing process;  

- the procedure that may be used to waive the right to sell electricity in a 
compulsory purchase framework;  

- the procedure for obtaining proof that electricity has been derived from a 
renewable energy source; 

- measures for facilitating electricity production from biomass. 
Pursuant to Cabinet Regulation No 503, compulsory purchase applies to such forms of 
renewable energy as hydropower, wind power and power derived from biogas or 
biomass. 

The Regulation lays down three pricing mechanisms for compulsory purchase: 

1) for compulsory purchase of electricity produced in wind farms through a 
tendering process, the lowest-price principle is applied;  

2) for compulsory purchase from biomass power stations with an installed 
electrical capacity of up to 4 MW, biogas power stations, hydroelectric 
power stations with an installed electrical capacity of up to 5 MW and 
wind farms with an installed electrical capacity of up to 0.25 MW, price 
formulae are applied;  

3) for electricity produced in biomass power stations with an installed 
electrical capacity of more than 4 MW, the selling price in a compulsory 
purchase situation is set by the Public Utilities Commission (SPRK) in 
accordance with a  methodology that it has itself approved. 

Pursuant to Cabinet Regulation No 503, the selling price of electricity produced from 
renewable energy sources which economic operators do not have the right to sell within 
a compulsory purchase framework is determined by agreement between an operator and 



6 

any participant in the electricity market.  
Compulsory purchase on the basis of price formulae 

Pursuant to Cabinet Regulation No 503, prices for compulsory purchase are set using 
price formulae in cases where electricity is produced in biomass power stations with an 
installed electrical capacity of up to 4 MW, biogas power stations (no restrictions on 
installed capacity are specified), hydroelectric power stations with an installed capacity 
of up to 5 MW or wind farms with an installed capacity of up to 0.25 MW (if no more 
than one wind power generator is connected to a transformer or distribution point in the 
electricity distribution system or to a substation in the electricity transmission system). 

Economic operators are not subject to any specific time limits on the exercise of 
compulsory purchase rights where these rights have been obtained for the purpose of 
producing electricity from renewable energy sources at the aforementioned power 
stations. 

The selling price for the amount of electricity from renewable energy sources that 
economic operators have the right to sell in a compulsory purchase process is calculated 
using the following formulae: 

Type of 
renewable 
energy source 
and power 
station 

Installed 
electric 
capacity 

Tariff Initial year Aid period for 
compulsory 
purchase  

For 10 years after 
commencement of operations 

C = (Tg  x  k)/9.2) x 3.5                    
* 

Wind farms • 0.25 MW 

More than 10 years after 
commencement of operations 

C = (Tg  x  k)/9.2) x 2.6 

2007 unlimited 

For 10 years after 
commencement of operations 

C = (Tg  x  k)/9.2) x 4.5 

Biomass 
power stations 

• 4 MW 

More than 10 years after 
commencement of operations 

C = ((Tg  x  k)/9.2) x 3.4 

2007 unlimited 

Biogas power 
stations 

No limits on 
capacity 

For 10 years after 
commencement of operations 

2007 unlimited 
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C = ((Tg  x  k)/9.2) x 4.5 

More than 10 years after 
commencement of operations 

C = ((Tg  x  k)/9.2) x 3.4 

Hydroelectric 
power stations 

• 5 MW C = ((Tg  x  k)/9.2) x 3.8 2007 unlimited 

Symbols used: 
C – price (in LVL/MWh), without VAT, at which the public trader purchases 
electricity produced from renewable energy sources from a power station; 
Tg – the final regulator-approved natural gas trade tariff (without VAT) set for 
annual natural gas consumption of between 126 000 n.m3  and 1 260 000 n.m3  

(LVL/thousand n.m3), where the calorific value of the natural gas is 7900 
kcal/n.m3; 
k – price differentiation coefficient which, depending on the installed electric 
capacity, fluctuates between 0.965 for power stations of a capacity greater than 
3.50 MW and 1 240 for power stations of a capacity less than or equal to 0.08 
MW.  

Compulsory purchase as part of a tendering procedure 

Pursuant to Cabinet Regulation No 503, the right to sell electricity produced from 
renewable energy sources within a compulsory purchase framework is to be awarded as 
part of a tendering procedure, but only to wind farms with an installed electrical capacity 
greater than 0.25 MW.  

The right to participate in a tendering process for the sale of electricity from renewable 
energy sources within a compulsory purchase framework is awarded to wind farms by 
the Ministry of the Economy in accordance with the conditions stipulated in Cabinet 
Regulation No 503.  

This right can be exercised at any time from 2010 to 2019.  
The successful tenderer is an economic operator that possesses all the qualifications 
required of tenderers, as specified in the abovementioned Cabinet Regulation, and offers 
to sell electricity at the lowest weighted average selling price of electricity derived from 
renewable energy sources.    
In fulfilment of the requirements of Cabinet Regulation No 503, a call for tenders for the 
sale within a compulsory purchase framework of electricity produced from renewable 
energy sources and  generated by wind farms was published by the Ministry of the 
Economy in the official gazette Latvijas V•stnesis on 5 March 2008. The deadline for 
receipt of applications is 30 December 2008.    

The starting price has been set at LVL 70.2804/MWh.  

i.  Structure for meeting the indicative target 
Pursuant to Annex I to Cabinet Regulation No 503, the electricity produced from 
renewable energy sources that is to be Latvia's Indicative Target will be derived from 
the following mix of sources:  



8 

Type of renewable energy source and 

power station 

2007 2008 2009 2010 

Hydroelectric power stations with a 

capacity greater than 5 MW  

41.28% 39.32% 37.35

% 

35.39% 

Hydroelectric power stations with a 

capacity no greater than 5 MW 

1.04% 1.06% 1.08% 1.10% 

Wind farms 1.48% 2.78% 4.08% 5.37% 

Biogas power stations 0.38% 1.07% 1.77% 2.46% 

Biomass power stations and power 

stations in which biomass and fossil fuels 

are used together 

0.44% 1.95% 3.46% 4.97% 

Total 44.62% 46.18% 47.74

% 

49.30% 

The amount of electricity produced from renewable energy sources that is to be subject 
to compulsory purchase each year until 31 December 2010 is calculated and published 
by the public trader.  

Pursuant to Cabinet Regulation No 503, by 1 March every year from 2008 the public 
trader is also required to calculate and publish an accurate estimate of the amounts of 
electricity to be produced from various renewable energy sources over the coming 
years, based on actual figures for the previous year and updated forecasts of  electricity 
consumption by end-users. 

On 22 February 2008 AS Latvenergo, in its capactity as public trader, published the 
amounts of electricity (in MWh) from renewable energy sources which are to be 
subject to compulsory purchase from now until 31 December 2010: 

Type of renewable energy source and power station 2008 2009 2010 

Hydroelectric power stations with a capacity greater than 5 

MW  

2 732 334 2 707 413 2 663 023 

Hydroelectric power stations with a capacity no greater than 

5 MW 

73 659 78 287 82 773 

Wind farms 193 181 295 750 404 081 

Biogas power stations 74 354 128 303 185 110 

Biomass power stations and power stations in which biomass 135 505 250 807 373 982 
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and fossil fuels are used together 

Total 3 209 033 3 460 560 3 708 968 

ii. Obtaining a guarantee of origin 
Producers of electricity from renewable energy sources may, pursuant to Cabinet 
Regulation No 503, obtain proof of the origin of the electricity generated. The proof of 
origin is issued by the Ministry for the Economy at the producer's request. 

b. Compulsory purchase pursuant to Cabinet Regulation No 921 
Cabinet Regulation No 921 was adopted in order to transpose Directive 2004/8/EC on 
the promotion of cogeneration based on a useful heat demand in the internal energy 
market. 

The aforementioned Regulation lays down 

- criteria according to which power stations in which electricity is produced from 
cogeneration are awarded the right to sell the electricity they produce with a 
compulsory purchase framework; 

- a procedure for the compulsory purchase of electricity produced in power 
station by cogeneration, and a procedure for supervising the purchase;  

- a procedure for setting (in accordance with the power station’s electric capacity 
and available fuel) the price of electricity produced in power stations by 
cogeneration; 

- a procedure whereby an economic operator may waive the right to sell its 
production within a compulsory purchase framework;  

- a procedure whereby an economic operator that has the right to sell the 
electricity it has produced within a compulsory purchase framework may obtain 
guarantee of its origin. 

In accordance with Cabinet Regulation No 921, electricity produced from renewable 
energy sources using cogeneration is not subject to any quantitative restrictions. 

As in the case of Cabinet Regulation No 503, the price at which an economic operator 
may sell electricity produced from renewable energy sources by cogeneration within a 
compulsory purchase framework is set by applying a price formula. This formula 
contains the same variables as those used in the price formulae in Cabinet Regulation 
No 503: the gas tariff and the price differentiation value, which is dependent on the 
installed electrical capacity.  

Pursuant to Cabinet Regulation No 921, electricity produced by cogeneration, if 
derived from renewable energy sources or indigenous energy sources such as peat, is 
subject to a higher compulsory purchase aid coefficient than electricity produced using 
fossil fuels: 

Type of 
resource 

Electrical 
capacity of power 

station using 
cogeneration 

Tariff Initial 
year 

Aid period 
for 

compulsor
y purchase 

Fossil fuels up to 4 MW  
C = ((Tg  x  k)/9.2) x 3.4       
* 

2006 unlimited 
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Biomass up to 4 MW  
C = ((Tg  x  k)/9.2) x 4.5          2006 unlimited 

Peat up to 4MW  
C = ((Tg  x  k)/9.2) x 4.5          2006 unlimited 

* Symbols used: 
C – price (in LVL/MWh) without VAT at which the public trader purchases 
electricity produced by cogeneration from a power station ; 
Tg - the final regulator-approved natural gas trade tariff (without VAT), where 
the calorific value of the natural gas is 7900 kcal/n.m3 (in LVL/thousand 
n.m3); 
k – price differentiation coefficient which, depending on the installed electric 
capacity, fluctuates between 0.965 for power stations of a capacity greater 
than 3.50 MW and 1 240 for power stations of a capacity less than or equal to 
0.08 MW.  
Example of a compulsory purchase price calculation 

To be able to clearly compare the amounts of aid for compulsory purchase stipulated 
under Cabinet Regulations No 503 and 921 respectively,  the following example of the 
application of price formulae may be instructive.    

Cabinet 
Regulation 

Power station Natural gas 
tariff (LVL/ 
’000 n.m3) 

Compulsory 
purchase price 
(LVL/MWh) 

for 10 years after 
commencement of 
operations 

212.15 100.12 No 503 biomass 
power 
stations 
>3.5 MW- 
•4 MW, 
biogas 
power 
stations >3.5 
MW 

more than 10 years 
after commencement of 
operations  

212.15 75.65 

No 921 biomass and biogas power stations 
>3.5 MW-<4 MW 

206.19 97.29 

In accordance with the price formulae for compulsory purchase as established in 
Cabinet Regulation No 503 for biomass and biogas power stations that commenced 
operations no more than 10 years ago, prices for the compulsory purchase of electricity 
produced in power stations with an installed electrical capacity greater than 1 MW but 
no more than 4 MW range between 100.12 LVL/MWh and 107.41 LVL/MWh. 

On the other hand, in accordance with the price formulae for compulsory purchase as 
laid down in Cabinet Regulation No 921 for biomass and biogas power stations with 
an installed electrical capacity greater than 1 MW but no more than 4 MW, the prices 
for compulsory purchase range between 97.33 LVL/MWh and 104.4 LVL/MWh. 
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[Graph: see original.] 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

4. The compatibility of support measures for electricity 
production from renewable energy sources with 
Latvia’s climate change commitments 

[VIDM] 


