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Executive summary 

Grid connection   
 Effect on integration of RES-E Negative 
 Obligation to reinforce if necessary Yes 
 Distribution of costs Deep 
 Relevant grid level Distribution grid 
 Main barriers to integration Lack of sufficient grid capacity 

Speculation 
 

Grid operation   
 Effect on Integration of RES-E Positive 
 Purchase obligation No 
 Occurrence of grid curtailment None 
 Main barriers to integration No barriers detected 
 

Grid development   
 Effect on Integration of RES-E Negative 
 Regulatory instruments  Insufficient 
 Nationwide grid development studies Existent 
 Main barriers to integration Lack of incentives for Grid Operator 

Distribution of costs 
Communication between stakeholders 

 
Market design   
 Functioning markets Only bilateral contracts 
 Intraday market and gate closure No Intra-day market, bilateral trading 

stops 1 hour before delivery 
 Main issue No wholesale markets 
 
Support scheme   
 Support scheme feed-in-tariff and guaranteed payment; a 

premium is planned  
 Market integration and/or risk sharing 

elements None 

 Balancing responsibility for RES producers For large plants, penalty of +/- 20 % of 
the FiT 

Table 1: Overview on grid and market integration Latvia 

The connection of plants generating electricity from renewable sources (in the following “RES-E 
installations” or “RES-E plants”) usually happens on the level of the distribution grid. The comments 
received by different stakeholders in the consultation phase have showed a large spectrum of opinions. 
According to some stakeholder, the grid connection process in Latvia holds barriers for the 
deployment and integration of RES-E plants. Most of these barriers are indirectly linked to other 
underlying problems, such as the lack of sufficient grid capacity and speculative behaviour leading to 
virtual lack of grid capacity. Another grave problem that has been reported is the distribution of costs 
(deep cost approach). 
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Regarding the operation of the grid, no barriers were detected. The current regime that will be most 
likely reformed by the end of the year is not fulfilling all requirements defined by the RES Directive. 
According to stakeholders, however, this does not constitute a barrier. Rules on the curtailment of the 
grid are not very developed but since curtailment occurs very seldom this is not regarded as a problem. 

Apart from the lack of resources, the lack of legal clarity may be considered as another key barrier of 
the development of the grid. The legal framework and the decision-making process are determined in a 
very general way. Thus, it is difficult to state whether the power of the final decision on concrete grid 
development projects lies with the government, the grid operator or the regulator. Due to the 
transposition of the 3rd Energy Package, the regulator will become more influential. However, given 
resource constraints, it is unclear if the regulator can take on this responsibility. The existing legal 
framework is not entirely clear on whether or not grid operators have a duty to reinforce the grid for 
enabling the grid connection of RES-E plants. There are no regulatory instruments to encourage grid 
development for the integration of RES-E. The Latvian planning system provides a continuous and 
hierarchal structure of political plans issued on governmental level and grid plans developed by the 
grid operators. These plants have a mediocre focus on the integration of RES-E whereas 
interconnectors are playing a significant role. The role of the grid operator has been reviewed 
differently by stakeholders. 

Although the Latvian Electricity market is legally open since 1 July 2007 there is still only minor 
market activity. There is no spot market in Latvia. All wholesale trades are based on bilateral trades. 
Market concentration is very high, especially on the supply side where Latvenergo, the main supplier, 
provided a share of over 90 % of total gross consumption in 2009. As soon as the common Baltic 
market (Lithuania, Estonia, Latvia) merges with the Nord Pool Spot market, it should be possible to 
introduce a Day-ahead and an Intra-day market. Thus it is expected that more market participants will 
reduce market concentration. 

The RES support scheme is based on a feed-in-tariff with special elements of a quota and tendering 
system. The support scheme supports renewable energy only until the pre-defined share of RES is 
satisfied. RES generators have to apply through a tendering system to be entitled for regulated tariffs. 
The policy support scheme for RES is currently in an amendment process. It is planned that a premium 
tariff will replace the FiT.  
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Renewable electricity deployment

This chapter aims at providing a general introduction to the context for the deployment of renewable 
electricity in Latvia in terms of electricity production, consumption, and grid operation.

Thanks to its strong hydro power production, Latvia has one of the highest shares of RES
There is a strong potential for further increase in hydro, wind and biomass ge
generation mix, with moiré than 95% share of hydro + gas, is
higher sharers of variable generation.

Latvia is heavily dependent on energy imports from Russia. Most gas comes from Russia. Gas is 
essential for the heating sector, for industry and also for power generation. Moreover, in 2010 Latvia 
imported electricity from Russia for an amount equal to 14% of its consumption. Import dependence is 
a key driver for energy policy in Latvia.

Current generation mix

A graphical overview of Latvia’s electricity generation mix in 2010 is shown in Chart 1.

Chart 1: Generation Mix - 2010 (%), Source: own elaboration of Entso

Sources not explicitly mentioned are included in other renewables.

Power generation in Latvia is dominated by hydro (54.2% in 2010) and gas (41.8%). 
hydro capacities and, on top of that a
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Renewable electricity deployment 

This chapter aims at providing a general introduction to the context for the deployment of renewable 
Latvia in terms of electricity production, consumption, and grid operation.

Thanks to its strong hydro power production, Latvia has one of the highest shares of RES
There is a strong potential for further increase in hydro, wind and biomass ge
generation mix, with moiré than 95% share of hydro + gas, is quite favourable to the integration of 
higher sharers of variable generation. 

Latvia is heavily dependent on energy imports from Russia. Most gas comes from Russia. Gas is 
essential for the heating sector, for industry and also for power generation. Moreover, in 2010 Latvia 
imported electricity from Russia for an amount equal to 14% of its consumption. Import dependence is 
a key driver for energy policy in Latvia. 

neration mix and net generating capacity 

A graphical overview of Latvia’s electricity generation mix in 2010 is shown in Chart 1.

2010 (%), Source: own elaboration of Entso-e online database of Detailed Monthly Production. 
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This chapter aims at providing a general introduction to the context for the deployment of renewable 
Latvia in terms of electricity production, consumption, and grid operation. 

Thanks to its strong hydro power production, Latvia has one of the highest shares of RES-E in Europe. 
There is a strong potential for further increase in hydro, wind and biomass generation. The power 

favourable to the integration of 

Latvia is heavily dependent on energy imports from Russia. Most gas comes from Russia. Gas is 
essential for the heating sector, for industry and also for power generation. Moreover, in 2010 Latvia 
imported electricity from Russia for an amount equal to 14% of its consumption. Import dependence is 

A graphical overview of Latvia’s electricity generation mix in 2010 is shown in Chart 1.  

 

e online database of Detailed Monthly Production. 
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documents, it is currently not possible to
high share of hydropower provides Latvia only first sight with 
growth of variable renewables. Since all of these capacities stem from use of hydro from rivers, it is 
not possible to store the hydro energy. Moreover, 
significant impact on the inflow
predictability of the Latvian hydropower resources. 

The net generating capacity is provided in Chart 2.

Chart 2: Net generating capacity - 2010 (

Capacity.  

Electricity consumption

In 2010, Latvia consumed 7.3 TWh (ENTSO
half the value of the EU average (6,
capita in Europe together with Lithuania (3.
2011, Eurostat 2011). However, i
million EUR GDP in 2010 Latvia was performing substantially
MWh / million EUR GDP) (ENTSO
one of the less electricity intensive economies among the former socialist countries: only Lithuania 
and Slovenia are doing better.  
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documents, it is currently not possible to fully tap this potential due to environmental restrictions. 
high share of hydropower provides Latvia only first sight with flexibility to accommodate a

Since all of these capacities stem from use of hydro from rivers, it is 
not possible to store the hydro energy. Moreover, cold winters and dry summer months can have a 
significant impact on the inflow (Energy Development Guideline 2008) and thus decrease the 
predictability of the Latvian hydropower resources.  

The net generating capacity is provided in Chart 2. 

2010 (MW), Source: own elaboration of Entso-e online database of Net Generating 

Electricity consumption 

In 2010, Latvia consumed 7.3 TWh (ENTSO-E 2011), i.e. circa 3.3 MWh per inhabitant. 
the value of the EU average (6,2 MWh per inhabitant), and one of the lowest consumpti

together with Lithuania (3.1 MWh) and just below Poland (3.8
However, in terms of electricity intensity of the economy, with 

in 2010 Latvia was performing substantially worse than the EU average (25
(ENTSO-E 2011, Eurostat 2011), though it must be noted that Latvia is 

one of the less electricity intensive economies among the former socialist countries: only Lithuania 

1555
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tap this potential due to environmental restrictions. The 
flexibility to accommodate a strong 

Since all of these capacities stem from use of hydro from rivers, it is 
cold winters and dry summer months can have a 

and thus decrease the 
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The cold climate may be a factor explaining the high electricity consumption. District heating covers a 
considerable 28% share of the heating demand, which however is clearly less than in the Scandinavian 
countries 

Considering the development of electricity consumption in time (EEA 2010), Latvia’s consumption 
diminished by about 1.4% per year from 1990 to 2007, mainly due to the economic restructuring in the 
early 1990s. 

These data suggest that there is a very substantial potential to decrease the electricity intensity of the 
economy. However, if Latvia’s GDP will converge towards the EU average, electricity consumption is 
likely to rise. 

RES-E share 

Chart 3 provides an indication of Latvia’s total electricity consumption and RES electricity production 
up to 2020, according to the submitted action plan (NREAP). In other words, this is not a forecast, but 
the plan according to the government.  

 

Chart 3: Electricity consumption and RES-E generation (GWh). Source: own elaboration of Latvia’s NREAP 

According to the reference scenario of the Latvian NREAP, the gross final electricity consumption is 
planned to grow from 6.8 TWh in 2010 to 10 TWh in 2020 (46.3%). The share of RES-E generation 
over gross final electricity consumption is planned to grow from 44.4% in 2010 to 51.9 % in 2020. In 
absolute terms, the RES-E generation is planned to grow from 3 TWh in 2010 to 5.1 TWh in 2020, i.e. 
a total growth of 71% % in a period of ten years. This would result in an increase of consumption from 
non-renewable generation and/or from net electricity imports from 3.8 to 4.81 TWh/year.  
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The planned evolution of renewable electricity generation is further broken down in Chart 4, which 
outlines the generation shares of wind, solar, hydropower and other RES-E to 2020. 

 

Chart 4: RES-E generation (GWh). Source: own elaboration of Latvia’s NREAP 

The absolute amount of hydro power generation is planned to increase from 2.91 TWh in 2010 (it was 
2.94 in 2005) to 3.05 TWh in 2020. Wind generation is planned to grow from 58 GWh in 2010 to 910 
GWh in 2020 (+1468%), solar will play a negligible role, while other renewables, i.e. mainly biomass 
are planned to increase from 72 GWh in 2010 to 1.2 TWh in 2020 (+1600%). 

Natural resources and geographical structure 

There is potential for increasing hydro power production. A number of older small hydro reservoirs 
exist, but are currently not in use for power generation (Waterwiki 2011).However, as mentioned 
above, current regulations for the protection of the environment and the landscape prevent a full 
exploitation of this potential (Energy Development Guideline 2008). Latvia has good wind resources 
in some areas, and offshore. The low density of population is likely to facilitate the acceptance of wind 
generation and of grid infrastructure. On the other hand, establishing a grid infrastructure in those 
areas is perceived as being very expensive, both in the construction and in the maintenance phases 
(Baltic Consulting 2011). This constitutes a serious barrier for the integration of the wind power 
capacities in the West of Latvia. It remains to be seen whether the ongoing Kurzeme Ring project, 
which includes the new infrastructure in the West of Latvia and which is partly financed by the 
European Commission (Augstsprieguma tīkls AS 2011), will overcome this problem. The solar map 
shows that, at current prices, it is not to expect that solar energy will play a very large role in Latvia. 
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Figure 1: Mean annual wind in Latvia at standard height of 100m above ground level 

(Source: anemos 2009) 

 

Figure 2: Yearly sum of global irradiation on horizontal and optimally inclined surface, 8-

years average of the period 2001-2008 [kWh/m2]. (Source: EC JRC 2007) 
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Grid operators & dominant generators 

In Latvia, the market concentration is extremely high. There is one Transmission System Operator 
(TSO) – AS “Augstsprieguma tīkls” and one Distribution System Operator (DSO) that has license of 
operation at all territory of Latvia – AS „Sadales tīkls”. Both companies are subsidiaries of the state 
owned electricity producing and trading company AS “Latvenergo”. 

Interconnections, import/export 

Latvia has significant interconnection capacities with all its land neighbours. In 2010, the sum of 
import and export flows amounted to 96%% of the total of consumption of Latvia. This is the second 
highest value in the EU, after Luxembourg. Small countries are more likely to score high in this 
indicator. In the balance, Latvia imported 12% of its total consumption. The dependence from Russian 
electricity (and even more gas) imports is an important political issue in Latvia.  

GWh (2010) EE LT RU Total % of consumption 
Export 38 3055 8 3101 42.39% 

Import 2695 234 1044 3973 54.31% 

Net -2657 2821 -1036 -872 -11.92% 
Total flows 2733 3289 1052 7074 96.69% 

Table 2: Physical exchanges in interconnected operation (GWh) in 2010 (Source: ENTSO-E 2011) 
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1 The Interviewee would like to state that the interview has been made in during the time when the RES law period was prepared and in the 
middle of political discussion about the future of RES and that the interviewee’s opinions are related to the situation in May 11, 2011. 
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Grid Connection 

Summary  

The connection of plants generating electricity from renewable sources (in the following “RES-E 
installations” or “RES-E plants”) usually happens on the level of the distribution grid. The comments 
received by different stakeholders in the consultation phase have showed a large spectrum of opinions. 
According to some stakeholder, the grid connection process in Latvia holds barriers for the 
deployment and integration of RES-E plants. Most of these barriers are indirectly linked to other 
underlying problems, such as the lack of sufficient grid capacity and speculative behaviour leading to 
virtual lack of grid capacity. Another grave problem that has been reported is the distribution of costs.  

Relevant legal sources 

The legal framework is mainly defined by the Electricity Market Law (“Elektroenergijas tirgus 
likums2” ) that prescribes the principles for the connection of RES-E plants (RES LEGAL 2011). The 
other relevant law is the grid connection regulation for electricity producers Regulation Nr 280/2008 
(Sistemas piesleguma noteikumi elektroenergijas ražotajiem3), which regulates the requirements, 
processes and costs for the connection of RES-E installations to the power network. 

Connection procedures, deadlines, and information management 

Connection process 

Most RES-E plants and all wind power plants are connected to the distribution grid. Therefore, with 
regard to the connection procedure there is no differentiation between grid levels or connection of 
onshore/ offshore wind power plants, respectively. In general the following process applies (RES 
LEGAL 2011).   

  

                                                      
2 Elektroenergijas tirgus likums, 82 5/25/2005 
3 2008.gada 3.septembra lēmumu Nr.280 Sistemas piesleguma noteikumi elektroenergijas ražotajiem 
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PRELIMINARY REQUEST BY PLANT 

OPERATOR 

 
The plant operator applies for connection (paragraph 4 
Regulation 280/2008). In case of connection of wind power 
plants, additional documents have to be provided (paragraph 4 
Regulation 280/2008). 

   

DEFINITION OF TECHNICAL REQUIREMENTS 
 

Examination of site and needed capacity. Acceptance of grid 
connection if there is sufficient capacity. Announcement of 
technical requirements by grid operator within 60 days after 
reception of application (paragraph 7 Regulation 280/2008).  

   

PERMISSIONS 
 

Ministry issues permission to develop power-plant; grid 
operator must have given its consent. At the same time or 
afterwards approval from the Public Utility Commission for 
production of electricity.  

   

TECHNICAL PLANNING 
 Preparation of detailed plan and technical documentation to 

implement technical requirements by plant operator (paragraph 
7 Regulation 280/2008). 

   

GRID AGREEMENT 
 Acceptance of technical plans by grid operator and closure of 

mutual grid agreement between grid operator and plant 
operator (paragraph 9 Regulation 280/2008). 

   

GRID REINFORCEMENT 
 In case of need: grid reinforcement (paragraph 9 Regulation 

280/2008). Grid reinforcement if there are not sufficient 
capacities (paragraph 11, 12 Regulation 280/2008). 

   

PLANT CONSTRUCTION 
 Construction of RES-E plant – information of grid operator by 

plant operator of finalization at least 45 days before start of 
operation (paragraph 14 Regulation 280/2008). 

   

GRID CONNECTION 
 

Physical connection of RES-E plant. 

   

TESTING 
 Technical tests within 10 days after grid connection (paragraph 

15 Regulation 280/2008). 

Diagram 1: Connection procedure of medium and large plants connected to medium and high voltage grid 

Stakeholders have different opinion on whether or not the legal framework defining the grid 
connection process constitutes a barrier:  
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According to the AEON study that was published in 2010, the existing framework, i.e. the legal basis, 
is poorly developed and poses barriers (AEON 2010). This opinion is shared by the Latvian wind 
power association, which has stated that measures are not sufficiently defined and there is no common 
policy on grid connection procedures. Instead, there are only individual agreements between the grid 
operator and RES producers. Moreover, grid operators are perceived as not being sufficiently legally 
controlled and therefore unwilling to negotiate during the grid connection process (LVEA 2011). 
Another stakeholder, who is experienced in consulting investors, however, has refused this statement 
and perceives the legal framework defining the grid connection process as being sufficiently 
developed (Baltic Consulting 2011). As the evaluation of stakeholders from the RES industry differs 
in this point it seems advisable that stakeholders first carefully assess whether or not there is actual 
need for improvement. In case there is, the Latvian government could initiate a common platform for 
the identification and resolution of existing barriers.  

Another barrier that was reported concerned speculation. Stakeholders’ opinions were quite 
unidirectional and critical as regards the legal framework defining the broader process of the project 
development phase. According to a wind power investment consultant, the framework is flawed and it 
severely affects the grid connection process. From this stakeholder’s point of view, permissions and 
licences are issued too easily (Baltic Consulting 2011). This has lead to issuing a large amount of grid 
permissions for projects that were not realized afterwards, either because the projects were hindered by 
other barriers (such as financial or administrative), or because applicants intended to sell their 
permissions. Such speculative behaviour has resulted in a virtual lack of grid capacities (Baltic 
Consulting 2011). The virtual lack of grid capacities constitutes a serious barrier for the deployment 
and the integration of RES-E: the grid operator, whose priority is to ensure grid stability, is forced to 
refuse other projects as a consequence of this situation. Moreover, speculative behaviour has also 
harmed the reputation of wind power and has resulted in problems at political level when such 
behaviour was used as an argument to cut support schemes (Baltic Consulting 2011). What is maybe 
even more severe in the long-run, speculative behaviour may prevent grid operators from developing 
the grid appropriately. As it is unclear what projects will be realized, the grid operator is unable to 
assess what grid developments will be necessary. It is therefore hindered in setting up a master grid 
development plan that takes RES accurately into account (AS Augstsprieguma 2011). As the grid 
operator is facing the danger of stranded investments, it is understandable that it would postpone 
necessary infrastructure measures. It seems difficult to overcome this problem. Preventing all projects 
that are on pause from being realised would be a radical however unwise solution, according to a 
market insider, as many projects would not come into being if there were too strict rules to prevent 
speculation (Baltic Consulting 2011). 

One solution is to introduce for the grid connection process a set of intermediate steps, each of them 
ending with a realistic and appropriate milestone that the project developer has to reach within a 
defined period of time (e.g. first step submission of building permissions, second step financial 
guarantees and so on until the grid connection process is completed). After having achieved the first 
steps, the project developer may reserve a certain amount of capacity. If a project developer fails to 
reach the next milestone in the given time, the reservation expires and the developer has to restart with 
the first process step. However, in case of delays that do not lay in the responsibility of the project 
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developer, for example waiting time for administrative decisions, the waiting time should be extended. 
The restructuring of the process would prevent projects from being idle and would thus support a 
quick implementation of projects. The suggested process would provide grid operators with a clearer 
understanding which projects will be commissioned and an overview when projects will be ready. 
Such knowledge would help them in assessing how much capacity will be connected in a conceivable 
period of time and to accommodate its own planning. As a consequence, the process would be less 
stressful for grid and plant operators. However, such a deep planning would require more 
communication and coordination between all actors. Moreover, a more sophisticated connection 
process could become a challenge for less experienced RES installers. Thus it has to prove its 
effectiveness. This approach has been applied among others in France and to some extent in Estonia 
and Germany.  

Another solution might be to introduce a reservation fee or advance payment that the plant developer 
has to pay at the time when filing the application for the connection permit. The distinctive feature of 
the payments is that developers have to pay in advance to the connection process. The introduction of 
such a fee has two major advantages: First, the costs for reservation fee will entail a financial risk that 
the investment will be futile if the reserved capacity cannot be sold in due time. As a consequence, 
speculative behaviour will become more risky and thus less attractive. Second, the recipient of the 
reservation – usually the state or the grid operator – could use the fees as an additional resource for the 
development of the grid. The main drawback of these payments is that project developer would have 
additional expenses a long time before the investment would pay off. Moreover, the increased risks 
because of additional costs at the beginning of the project can lead to higher capital costs and thus 
higher costs of the overall RES project. The balancing of these costs can make additional funding 
necessary, thus, the costs for the general public could increase. Moreover, high advance payments can 
be realized rather by large companies that can afford high investments and do not need quick return of 
investments. As a consequence, reservation fees may advantage actors with high financial resources 
while it can pose a barrier to smaller actors at the market, resulting in a market concentration a very 
early stage. The introduction of reservation fees has taken place among others in Bulgaria and Poland, 
and is currently discussed in Czech Republic.  

Moreover, according to the AEON study, the procedures of connection to the grid are complicated 
(AEON 2010). This allegation is rejected by the TSO which stresses that the grid connection 
procedure is determined by legal acts (AS Augstsprieguma 2011). The Latvian wind power 
associations as well as the stakeholder Baltic Consulting agree with the TSO. They argue that the 
process is complex but should be doable for experienced project developers (Baltic Consulting 2011, 
LVEA 2011). Although most stakeholders reject this allegation it may be considered to check whether 
there is room for improvement. Since the connection process is fairly easy from the perspective of 
most stakeholders it might be sufficient to provide more information and training for new RES-E 
installers.  

Deadlines 

Stakeholders have pointed out in the AEON study that the duration of grid connection takes too long. 
The connection to the grid takes from 6 to 12 months when normally it should take 1-2 months at 
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maximum (AEON 2010). The Latvian Wind Power Association has confirmed this assessment and 
alludes to the fact that the grid operator normally needs at least two months for processing the first 
information from plant operator (LVEA 2011). The transmission operator agrees that some processes 
during the overall project development procedure are time consuming. Delays, however, rather happen 
in development steps for which the TSO is not responsible, such as the application for construction 
permits or environmental assessments (AS Augstsprieguma 2011). The duration periods for the 
development of technical studies are defined in the law and because of dependency from foreign 
companies when it comes to delivery of infrastructure facilities, the implementation of the connection 
cannot be realized within two months time (AS Augstsprieguma 2011). The barrier could be mitigated 
by a thorough analysis of existing processes in order to identify and improve existing inefficiencies. 
Another solution would be to introduce legally defined deadlines until when the grid connection 
process is ready. However, experiences from other member states have shown that this solution should 
be treated with great caution. Quite often, deadlines are too long, not legally binding or cannot be 
enforced because of loopholes such as useless actions that extend the deadlines. For this reason, it 
would be wise to also add qualitative criteria, for example that the installation shall be connected to 
the grid “without delay” or “promptly”. For example, such a feature has been recently introduced in 
the German system.  

Information management and cooperation 

Stakeholders also evaluated the transparency of the grid connection process differently. In the AEON 
study, the process was partly described as being discriminatory and not transparent as applicants could 
not review procedures and requirements and rules were mainly internal and based on discretionary 
regulations set up by the grid operator (AEON 2010). The Latvian wind power association, however, 
has disagreed to this assessment and has stressed that the rules are written and defined in the relevant 
laws and regulations, mainly the Grid Code. Technical regulations, which are issued by Latvenergo 
are also technically correct (LVEA 2011). The consulting company Baltic Consulting has also refused 
the accusation of non-transparent procedures and explained that it is possible to discuss with grid 
operator their requirements as they have a pragmatic approach to connection issues – as long as the 
request to change the technical requirements that are issued by grid operator are reasonable (Baltic 
Consulting 2011). Since most stakeholders disagree with the allegations raised in the AEON report, it 
should be first verified whether there is a barrier at all.  

Obligation, legal responsibilities and enforcement of legal rights 

Grid connection 

The Electricity Market Law obliges the grid operator to connect the RES-E plant to the grid (Section 9 
Electricity Market Law). The regulation for connection requires that plant operator and grid operator 
have concluded a grid connection contract (paragraph 9 Regulation 280/2008). However, according to 
some stakeholders, this requirement does not constitute a barrier because the grid operator uses a 
standard contract which is deemed reasonable (LVEA 2011, Baltic Consulting 2011). What is 
considered problematic in reality is that, depending on the local situation, grid connection cannot 
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always be guaranteed (LVEA 2011). This statement is qualified by an agent from Baltic Consulting: In 
case of greenfield projects, there is no guarantee of connection from the very beginning. However, if 
the project is developed to a certain extent, there is a 99% guarantee. Thus, projects in a certain phase 
are not facing any insecurity if the technical requirements are fulfilled. Nevertheless, the main barrier 
is the access to sufficient grid load, but this problem should be solved in the next 5-10 years (Baltic 
Consulting 2011).  

Grid reinforcement 

The obligation for connection does not necessarily include the duty to reinforce the grid for enabling 
grid connections. According to Section 9 of the Electricity Market Law, grid operators are merely 
responsible for the development of the system. The law does not explicitly state that plant operators 
can actually demand from grid operators to reinforce the grid. The TSO and the regulator derive from 
this that the grid operator is obliged only if both parties have agreed on the reinforcement in the 
connection agreement (Public Utilities Commission 2011, AS Augstsprieguma 2011). 

Legal enforcement 

The Electricity Market Law and the connection agreement create obligations between RES-E plant 
operators and grid operators. Thus, in case of infringements by one of the contracting parties, the other 
one can pursue its interests in court proceedings. Moreover, the plant operators can address their 
concerns to the Public Utilities Commission (AS Augstsprieguma 2011). 

Costs of grid connection 

Most of the interviewed stakeholders have reported that the connection charges are deep: Usually, the 
costs of grid connection shall be borne by the plant operators, including the costs for the grid 
reinforcement (Public Utilities Commission 2011, LVEA 2011, Baltic Consulting 2011, AS 
Augstsprieguma 2011, Soros Foundation 2011). An exemption from this rule shall apply only if there 
is a specific agreement between the grid operator and the plant producer (Public Utilities Commission 
2011). This assessment is quite surprising because the Electricity Market Law is quite ambiguous: 
Rules on distribution of costs are laid down in the Electricity Market Law and the System connection 
requirements for electrical system participants that are based on the Electricity Market Law. Section 9 
of the Electricity Market Law determines that the connection fee shall comply with the justified costs 
of the installation of the relevant system connection. It further states that the connection fee of a new 
system participant shall not include the system development expenses. In contradiction to that, 
paragraph 12 of Regulation 280/2008 lays down that all costs related to the connection of a system 
shall be borne by the producer.  

The ambiguity of the law is quite problematic, especially because the costs for the development of the 
grid are one of the key barriers for the deployment and integration of RES-E in Latvia (LVEA 2011, 
Soros Foundation 2011, AEON 2010). The Latvian wind power association has reported that 
distribution is one of the main problems further aggravated by unclear calculation and allocation of 
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costs. Moreover, it is considered inappropriate that grid operators become owners of the lines even if 
the plant operator has borne the construction costs (LVEA 2011). The agent from Baltic Consulting 
agrees that the development of the grid is costly; it should, however be regarded also as an investment, 
and, when taking all benefits into account, such an investment should be acceptable. If all 
reinforcement costs were borne by final consumers, costs for the society would become too high 
(Baltic Consulting 2011). The allocation of the costs is described as being transparent as the costs are 
formed by publicly open tender procedures and thus based on market prices (AS Augstsprieguma 
2011, Baltic Consulting 2011). According to the NREAP, the Latvian government is currently 
working on a legal reform of the RES regulations. In this reform the rules for the distribution of costs 
will be completely changed. It remains to be seen whether or not the new regulations will mitigate the 
described barriers. 
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Barriers identified Solution proposed Detailed 

description 

(Page) Stand Alone Cause Consequence 

 Poor legal framework for 

submission of connection 

permits 

Speculative behavior Definition of milestones in grid connection procedure; 

Introduction of a grid reservation fee 

19 

 Speculative behavior Harmed reputation of 

wind power 

See above 19 

 Speculative behavior Virtual saturation See above 19 

 Virtual saturation Refusal of Grid Operator 

to connect RES plants to 

the grid 

See above 19 

 Alleged long waiting time 

for reaction of TSO/ 

construction of permits 

Long lead times Thorough analysis of existing processes in order to 

identify and improve existing inefficiencies  

Introduction of legally defined and qualitative deadlines 

21 

Complicated connection 

procedures 

  Provision of more training for new RES-E installers 20 

Alleged non-transparent 

grid connection process 

  Verification whether or not there is a barrier in existence 21 

Unclear process regarding 

RES-E producers 

requesting grid 

reinforcement 

  Clarification of the relevant section of the law whether or 

not RES-E producers can demand grid reinforcement 

22 

Ambiguity of law 

regulating sharing of costs 

  Clarification of the relevant law 22-23 

Table 3: Connection: Summary of identified barriers and proposed solutions to overcome barriers 
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4 The Interviewee would like to state that the interview has been made in during the time when the RES law period was prepared and in the 
middle of political discussion about the future of RES and that all statements by the interviewee are related to the situation in May 11, 2011. 
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Grid Operation  

Summary  

Regarding the operation of the grid, no barriers were detected. The current regime that will be most 
likely reformed by the end of the year is not fulfilling all requirements defined by the RES Directive. 
According to stakeholders, however, this does not constitute a barrier. Rules on the curtailment of the 
grid are not very developed but since curtailment occurs very seldom this is not regarded as a problem.  

Relevant legal sources 

The legal framework for the operation of the grid with regard to RES-E installations is mainly 
determined by the Electricity Market Law (“Elektroenergijas tirgus likums5” ), which regulates the 
transmission of electricity. Another relevant law is the Network Code (“Tikla kodekss”6), which 
prescribes the procedures for the management and usage of the electricity system. 

Obligations, legal responsibilities and enforcement of legal rights 

The current support scheme is based on a feed in tariff that obliges the so-called public trader to 
purchase the electricity from RES systems that are qualified to participate in the support scheme 
(Section 28 Electricity Market Law). The Latvian government is currently working on a reform of that 
support scheme. It is foreseen that the Feed-in Tariff scheme will be replaced by a premium model. If 
this plan comes true, the purchase obligation would most likely be abolished. 

A regime to provide priority dispatch for renewables is not in place (Ministry of Economics 2011, AS 
Augstsprieguma 2011). However, since plant operators can sell RES-E electricity because of the 
existing purchase obligation, the lack of priority dispatch should not constitute a barrier for the 
deployment of RES-E. It is also not hindering the integration of RES-E, due to the still relatively small 
share of variable RES-E. According to stakeholders, it is currently discussed to introduce priority 
dispatch into the new RES law (Soros Foundation 2010). 

According to Section 13 Electricity Market Law, the TSO shall perform its duties in accordance with 
the principles of fairness, openness and equality. A priority is not foreseen (Ministry of Economics 
2011, AS Augstsprieguma 2011, Soros Foundation 2011).  

Plant operators have to provide ancillary services in accordance with the Grid Code. There is no 
responsibility for plant operators to balance. This will be changed to a full balance responsibility (AS 
Augstsprieguma 2011). 

                                                      
5 Elektroenergijas tirgus likums, 82 5/25/2005 
6 Tikla kodekss Regulation 1/3 of 24.02.2010 
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Grid curtailment 

The curtailment of the RES-E plants is currently not very relevant which may explain that there are no 
rules that specifically apply to the curtailment of RES-E systems. According to Section 13 Electricity 
Market Law, the TSO is entitled to restrict or refuse the intended commercial transactions in order to 
prevent transmission restrictions or a transmission system overload and the stability of the 
interconnected system is endangered. Moreover, the Network Code allows further disconnection, 
reduction and deactivation of a electrical facility in cases of emergency for public goods such as 
human safety or stable operation of the electrical system (paragraph 26 Network Code). 
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Barriers identified Solution proposed Detailed 

description 

(Page) Stand Alone Cause Consequence 

 None currently, given the 

low RES-E share 

   

Table 4: Operation: Summary of identified barriers and proposed solutions to overcome barriers 
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Grid development  

Summary 

Apart from the lack of resources, the lack of legal clarity may be considered as a key barrier of the 
development of the grid. The legal framework and the decision making process are determined in a 
very general way. Thus, it is difficult to state whether the power of the final decision on concrete grid 
development projects lies with the government, the grid operator or the regulator. Due to the 
transposition of the 3rd Energy Package, the regulator will become more influential. However, given 
resource constraints, it is unclear if the regulator can take on this responsibility. The existing legal 
framework is not entirely clear on whether or not grid operators have a duty to reinforce the grid for 
enabling the grid connection of RES-E plants. There are no regulatory instruments to encourage grid 
development for the integration of RES-E. The Latvian planning system provides a continuous and 
hierarchal structure of political plans issued on governmental level and grid plans developed by the 
grid operators. These plans have a mediocre focus on the integration of RES-E whereas 
interconnectors are playing a significant role. The role of the grid operator has been reviewed 
differently by stakeholders.  

Relevant legal sources 

The legal framework for the development of the grid, in general as well as with regard to RES-E 
installations, is mainly determined by the Electricity Market Law (“Elektroenergijas tirgus likums7” ). 
Other official documents that are playing a significant role are the Energy Development Guidelines for 
the period 2007-2016 (“Enerģētikas attīstības pamatnostādnes 2007. – 2016. gadam8“ ) that are 
qualified as a regulation and the Cabinet Regulation No. 322 on the system operator’s annual 
evaluation report, taking into account the Energy Development Guidelines for the period 2007-2016 
(“Noteikumi par pārvades sistēmas operatora ikgadējo novērtējuma ziņojum”)9. 

Regulatory framework for grid development   

The objectives of the grid operator are defined only on a very general scale. The TSO is the main 
responsible entity for the development of the grid; according to Section 9 Electricity Market Law, it 
shall manage and develop the system. There are no objectives for the development of the grid that 
exclusively apply to RES-E (Baltic Consulting 2011). 

The legal provisions are also quite general when it comes to the grid development decision-making 
process. The question of who takes the final decision on priorities in the development of the grid is not 

                                                      
7 Elektroenergijas tirgus likums, 82 5/25/2005 
8 Enerģētikas attīstības pamatnostādnes 2007. – 2016. gadam  <http://www.latvenergo.lv/portal/page?_pageid=73,299244&_dad=portal&_ 
schema=PORTAL> 
9Noteikumi par pārvades sistēmas operatora ikgadējo novērtējuma ziņojumu <http://www.likumi.lv/doc.php?id=133941&from=off>  
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regulated by law. As a consequence, the distribution of responsibilities is not transparent. Simply put, 
the government is setting abstract targets, the TSO implements the targets in plans and executes them 
and the regulator monitors the decisions of the grid operator by controlling the costs. In reality, 
however, the picture gets more mixed and the power of decision lies within the TSO-government-
regulator triangle (AS Augstsprieguma 2011). Depending on the individual case, one of these parties is 
more dominant and parties are interested in reaching a common consensus. Because of superior 
knowledge, it happens very often that the grid operator takes the initiative (AS Augstsprieguma 2011). 
Other stakeholders have commented that only the regulator and the TSO are involved (Soros 
Foundation 2011) or that final decisions are rather taken by the state owned electricity producing and 
trading company AS “Latvenergo” (Baltic Consulting 2011). However, as Latvenergo is owned by the 
state, the government gets involved, at least in case of important decisions (Public Utilities 
Commission 2011). The decision making process has not been identified as a barrier by anyone. Still, 
it would add more transparency if the process was described more clearly in the law.  

The Latvian government will transpose the 3rd Energy package by the end of 2011. Among others, it 
is foreseen to introduce an independent system operator in accordance with Article 13 Directive 
2009/72/EC10 (Public Utilities 2011). At the moment, it is not clear, how this will affect the existing 
share of responsibilities. Most likely, the regulator will follow the investment plans and will be 
enabled to check and accept investment agreements. However, this task might be difficult for the 
regulator because the expansion of its working scope may overstretch its resources (Public Utilities 
Commission 2011). To prevent this danger, it should be considered to increase the resources of the 
regulator in terms of staff and equipment. This would ensure that the regulator could cover its working 
scope.  

Obligations, legal responsibilities of the grid operator in relation to 
the RES-E producer 

The obligation for connection does not necessarily include the duty to reinforce the grid for enabling 
grid connections. According to Section 9 Electricity Market Law, grid operators are merely 
responsible for the development of the system. The law does not explicitly state that plant operators 
can actually demand from grid operators to reinforce the grid. The TSO and the regulator derive from 
this that the grid operator is obliged only if both parties have agreed on the reinforcement in the 
connection agreement (Public Utilities Commission 2011, AS Augstsprieguma 2011). 

Regulatory instruments to encourage grid development 

The current versions of the regulations on calculation of network fees embody no rules that 
specifically apply to investments for the deployment or integration of RES. As a consequence, the 
regulator does not regard such investments as a regulatory goal (Public Utility Commission 2011). 
Moreover, another stakeholder has pointed out that the current situation is further complicated by 

                                                      
10 Article 13 Directive 2009/72/EC of the European Parliament and of the Council of 13 July 2009 concerning common rules for the internal 
market in electricity and repealing Directive 2003/54/EC Text with EEA relevance 
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political influence, which is taken when setting the network tariffs. Lack of incentives for financing is 
a crucial barrier in many countries. It should be therefore considered to change and improve the 
existing regulations.   

Grid development studies and planned improvements 

The Latvian planning system provides a continuous structure of political plans issued on governmental 
level and grid plans developed by the grid operators. These documents are hierarchically structured, 
whereas the political plan sets the goal and the development plans describe the goal in more detail or 
define the steps to implement that goal.  

The current political goals are laid down in the Energy Development Guidelines for the period 2007-
2016. This policy planning document that entered into force in 2006 and was amended in 2008 is 
available in the internet in Latvian. It establishes the framework, objectives and directions of energy 
policy for the next decade and outlines the sector’s long-term development goals (Energy 
Development Guideline 2008). In this planning document, the integration of RES-E is not explicitly 
mentioned, but topics that relate to the integration – i.e. deployment of RES-E and general grid 
development – are discussed. The use of RES and other local sources is mentioned as one of the 
principles that guide the definition and implementation of the energy policy. Moreover, the document 
sets goals and indicators for fulfilling these goals. As for grid development, the Energy Development 
Guidelines defines which interconnectors shall be regarded as priority (Energy Development 
Guideline 2008). According to the Latvian regulator, RES may play a more prominent role in the 
follow-up of the guidelines that will be developed after the above mentioned RES Law has been 
reformed (Public Utilities Commission 2011).  

As for national grid development plans, there are no grid development plans that specifically focus on 
RES-E, either (the national renewable energy action plan will be discussed below). The current 
development of the 330 kV grid is described in the ENTSO-E Ten Years National Development Plan 
(TYNDP, henceforth). In the past, the grid operator had to develop yearly plans that were presented to 
the government (AS Augstsprieguma 2011). These plans are not available in the internet (Soros 
Foundation 2011, Ministry of Economics 2011).  

The TSO publishes on the internet the Annual Evaluation report, as obliged by Cabinet Regulation No. 
322. In this document, which is available in Latvian on the internet, the TSO states the electricity 
demand in reference year 2009 and forecasts the demand in the coming 10 years. It then discusses in 
two very detailed scenarios, how the foreseen consumption could be covered, concluding that the 
generating capacities in 2020 will not be sufficient to cover Latvian’s energy demand. In this context it 
also points out that increasing the share of wind energy must be backed up by an increased share of 
reserve plants, because of the unpredictability of this source. The TSO also describes the challenges 
for the transmission grid, thereby specifically focusing on the development of interconnectors (AS 
Augstsprieguma 2010).  
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The development of RES-E, in particular wind, was not very much in the focus of the plans. This is 
mainly because of two reasons. First, there is so little wind power installed that it could not be taken 
into account; second, due to the above described problem of speculations and virtual saturation, the 
development of wind power is too uncertain to be taken appropriately into account: According to the 
TSO, it is not possible to predict which applications will be realized and therefore an overall master 
plan including RES cannot be realized (AS Augstsprieguma 2011). However, for the development of 
the TYNDP, external stakeholders including RES producers shall be consulted (AS Augstsprieguma 
2011) and the TSO is currently realizing the Kurzeme loop, an infrastructure project that comprises the 
construction of several new 330kV lines in the central and Western part of Latvia in order to enable 
the development of wind power in the Western regions of Estonia and Latvia.  

The existing national grid development studies do not cover smart grids; however, according to the 
Latvian Ministry of Economics, the so-called Conception of Latvenergo, smart networks are currently 
being developed, also with an eye to the installation of smart meters in the nearest future (Ministry of 
Economics 2011). Storage capacities are also not mentioned in the national development studies 
because, according to the TSO, there are no storage capacities available (AS Augstsprieguma 2011). 

Interconnectors, on the other hand, are taken into account, especially those to Estonia and Lithuania, 
which reflects the intensive cooperation between the three Baltic States. Another important document 
in this context is the Baltic Energy Market Interconnection Plan (BEMIP). The BEMIP brings together 
in a coordinated way the existing projects around the Baltic Sea for the development of an internal 
market for electricity, electricity interconnections and new electricity capacity (BEMIP 2009). Based 
on a transparent methodology, it defines the steps to be taken for accomplishing these goals. The 
BEMIP is also taking Latvian wind development into account. According to the CESI Report on this 
matter, the penetration of wind generation in the western region of Latvia (and Estonia) is the main 
justification for the development of a third interconnection between Estonia and Latvia as well as 
between Latvia and Sweden (CESI 2009). 

Costs 

According to the TSO, the final consumer has to pay for the development of the grid via the 
transmission tariff. This is regulated in the tariff methodology, which is laid down in the electricity 
market law. (AS Augstsprieguma 2011). The plant operator does not need to pay to pay tariffs because 
they are only paid by the costumers as being stated in the Electricity market law (Public Utility 
Commission 2011, RES LEGAL 2011). 

Barriers 

The AEON study, which was performed about one year ago, identified further barriers that were 
mainly directed at AS Latvenergo, the state owned electricity producing and trading company, from 
which the TSO AS “Augstsprieguma tīkls” and the DSO AS “Sadales tīkls” are subsidiaries. 
According to that study, the high market concentration of Latvenergo constitutes a barrier; moreover, 
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Latvenergo has not sufficient incentives to promote RES-E development (AEON 2010). These 
allegations were confirmed by the Latvian Energy Association which pointed out that the system of 
the operators and the generators is too big to be transparent and that Latvenergo has no incentives to 
promote RES because wind power producers are competitors for Latvenergo (LVEA 2011). A 
stakeholder from the Soros Foundation is further confirming this point of view and states that 
independent producers are regarded as “enemies” and that the situation is worsened by the fact that the 
“Champion” Latvenergo is state owned (Soros Foundation 2011). A representative from the TSO, on 
the other hand, rejects the statements, pointing out that there are currently projects being implemented 
by the TSO in order to support the wind generation and integration in Latvia, most prominently the 
above-mentioned Kurzeme loop project. The idea of high monopolization was also rejected. The TSO 
would not be entitled to sell or purchase electricity except from some few examples. In general, it is 
not the task of Latvenergo to promote RES-E development – this would be the task of the state – but 
rather to ensure grid connections (AS Augstsprieguma 2011). The above statements are qualified by 
another stakeholder, a representative from the RES investment company Baltic Consulting. According 
to this stakeholder, Latvenergo has an incentive to promote RES-E production because Latvenergo is 
involved in the production of electricity from hydro and wind power, although the activities in the 
wind power sector are currently quite small (Baltic Consulting 2011). Moreover, according to the 
same stakeholder, Latvenergo is not regarded as a barrier for the development of RES, but rather as 
being pragmatic for procuring electricity for a reasonable price (Baltic Consulting 2011). It is neither 
possible nor in the scope of this study to finally decide whether or not the allegation are true. 
However, it seems that the communication between stakeholders is impeded. Thus, priority should be 
given to measures which aim to improve the communication between grid operators and plant 
operators and ensure that experience of good cooperation will be disseminated on both sides. One way 
to achieve this goal would be to establish a regular platform of communication between plant 
operators and grid operators. To give an example, a first step into this direction has been taken in 
Germany with the establishment of the so called Forum Netzintegration. Stakeholders from the energy 
sector are meeting on a regular basis in order to identify main barriers for the development of the grid 
and to find and formulate possible solutions. In addition, it could be advised to choose two 
representatives of each group that will collaborate on a continuous base and that have a direct link in 
order to discuss problems quickly once they arise. Such a close co-operation between grid operators 
and RES industry would mean that both groups have to provide additional funding for the necessary 
resources in terms of people and organisation. These investments, on the other hand, would ensure that 
the process would be organized in an effective and efficient way. 
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Barriers identified Solution proposed Detailed 

description 

(Page) Stand Alone Cause Consequence 

 Virtual saturation TSO cannot plan grid 

development properly 

Definition of milestones in grid connection procedure; 

Introduction of a grid reservation fee 

34 

 Alleged high market 

concentration 

Alleged low transparency 

in communication 

between plant and grid 

operators 

Improvement of communication between grid operators 

and plant operators 

35 

Investments for RES-E 

integration in the grid are 

not seen as a regulatory 

goal 

  Improvement of regulations to take RES-E integration 

better into account 

32 

Alleged conflicting 

interest of the TSO to 

develop wind power 

  Improvement of communication between grid operators 

and plant operators through communication platforms 

35 

Table 5: Development: Summary of identified barriers and proposed solutions to overcome barriers 



RES-INTEGRATION – Country Report Latvia 
 

 

 
 

37 

Literature and sources  

AEON (2010): ECORYS, Assessment of non-cost Barriers to Renewable Energy Growth in EU 
Member States (Latvia). Available at: 
 <http://ec.europa.eu/energy/renewables/studies/renewables_en.htm> (last visit on 17 May 2011). 

AS Augstsprieguma (2010): AS Augstsprieguma Tikls (Latvian TSO), Pārvades sistēmas operatora 
ikgadējais novērtējuma ziņojums (Annual evaluation report of the system operator). Available at: 
<http://www.em.gov.lv/images/modules/items/PSOzinojums2010.pdf> (last visit on 17 May 2011). 

AS Augstsprieguma (2011): Staltmanis, Arnis, AS Augstsprieguma Tikls (Latvian TSO). Interview on 
31 March 2011 and on 08 April 2011.  

Baltic Consulting (2011): Bindare, Zita, Baltic Consulting. Interview on 14 April 201111. 

BEMIP (2009): High Level Group, Baltic Energy Market Interconnection Plan – Final Report. 
Available at: 
<http://ec.europa.eu/energy/infrastructure/events/doc/2009/2009_11_25_hlg_report_170609.pdf> (last 
visit on 31 May 2011). 

CESI (2009): Centro Elettrotecnico Sperimentale Italiano Giacinto Motta SpA, Bruno Cova, Luca 
Gregori, Antonio Ardito Updating T E N-Energy- Invest study (Contract n. 
TREN/04/ADM/S07.38533/ETU/B2-CESI) with a particular attention paid to the future development 
of the Energy Market in the Baltic region – Methodology to prioritise infrastructure projects. Working 
Group "Electricity interconnections” Phase II: methodology for the assessment of new infrastructures 
and application to the assessment of the interconnection projects already identified in the Baltic area. 
Available at: <http://ec.europa.eu/energy/infrastructure/bemip_en.htm> (last visit on 31 May 2011). 

Energy Development Guideline (2008): Ministru kabineta, Enerģētikas attīstības pamatnostādnes 
2007. – 2016. gadam (Energy Development Guideline for the period 2007-2016). Available at: 
<http://www.latvenergo.lv/portal/page?_pageid=73,299244&_dad=portal&_schema=PORTAL> (last 
visit on 31 May 2011). 

LVEA (2011): Barons, Paulis, Lietuvos vėjo elektrinių asociacija (Latvian wind energy association). 
Interview on 26 April 2011. 

Ministry of Economics (2011): Ļvovs Aleksandrs, Latvijas Republikas Ekonomikas Ministrija 
(Ministry of Economics of Republic of Latvia). Interview on 10 May 2011. 

Public Utilities Commission (2011): Bite, Dace, Sabiedrisko pakalpojumu regulēšanas komisija 
(Public Utility Commission – Latvian regulator). Interview on 31 March 2011.  

                                                      
11 The Interviewee would like to state that the interview has been made in during the time when the RES law period was prepared and in the 
middle of political discussion about the future of RES and that the interviewee’s opinions are related to the situation in May 11, 2011. 



RES-INTEGRATION – Country Report Latvia 
 

 

 
 

38 

RES LEGAL (2011): Bundesministerium für Umwelt, Naturschutz und Reaktorsicherheit (Federal 
Ministry for the Environment, Nature Conservation and Nuclear Safety), Website on Legal Sources on 
Renewable Energy. Available at: <www.res-legal.eu> (last visit on 15 March 2011). 

Soros Foundation (2011): Rekis, Janis, Soros Foundation. Interview on 26 April 2011.  

  



RES-INTEGRATION – Country Report Latvia 
 

 

 
 

39 

Market integration 

Summary 

Although the Latvian Electricity market is legally open since 1 July 2007 there is still only minor 
market activity. There is no spot market in Latvia. All wholesale trades are based on bilateral trades. 
Market concentration is very high, especially on the supply side where Latvenergo, the main supplier, 
provided a share of over 90 % of total gross consumption in 2009. As soon as the common Baltic 
market (Lithuania, Estonia, Latvia) merges with the Nord Pool Spot market it should be possible to 
introduce a Day-ahead and an Intra-day market. Thus it is expected that more market participants will 
reduce market concentration. 

The RES support scheme is based on a feed-in-tariff with special elements of a quota and tendering 
system. The support scheme supports renewable energy only until the pre-defined share of RES is 
satisfied. RES generators have to apply through a tendering system to be entitled for regulated tariffs. 
The policy support scheme for RES is currently in an amendment process. It is planned that a premium 
tariff will replace the FiT. 

Relevant Legal Sources  

The Electricity Market Law (Elektroenergijas tirgus likums, 82 5/25/2005) – adopted on 25 May 2005 
– defines the legal framework for the Latvian Electricity Market.12 It was amended several times and is 
currently again in an amendment process. Sections 29 and 30 regulate the purchase and production 
rules for Renewable Energy Sources (RES).  

A Joint Declaration was signed on 27 April 2009 of the Prime Ministers of Estonia, Latvia and 
Lithuania to facilitate the Baltic Market opening. 

Regulation No. 262 “Regulations Regarding the Production of Electricity Using Renewable Energy 
Resources and the Procedures for the Determination of the Price” from 16 March 2010 determines the 
use of RES in electricity generation.13 

Market Design 

General availability of markets 

The general supervision of the Latvian electricity market is carried out by the Ministry of Economics. 
Since 1 July 2009 the Public Utilities Commission (PUC) is in charge of regulating tariffs and market 

                                                      
12 Elektroenergijas tirgus likums, 82 5/25/2005: http://sprk.gov.lv/index.php?id=4353&sadala=192. 
13 Ministru kabineta noteikumi Nr.262, 04/02/2010: 
http://www.vvc.gov.lv/export/sites/default/docs/LRTA/MK_Noteikumi/Cab._Reg._No._262_-
_Production_of_Electricity_Using_Renewable_Energy_Resources_and_Determination_of_the_Price.doc.  
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conditions for Latvia’s energy supply. According to law, PUC is independent from national 
government decisions. However, there were several attempts – especially from the Ministry of 
Economics – to legally undermine PUCs independence. Since none of them have been successful, 
PUC is still an independent decision making body (PUC 2009).  

“JSC Latvenergo” is a state-owned vertically integrated Joint Stock Company and dominates Latvia’s 
electricity supply with a share of 90 % in 2009. The Transmission System Operator (TSO) function is 
carried out by “JSC Augstsprieguma tīkls”. The largest Distribution System Operator (DSO) – there 
are in addition 10 local DSOs in Latvia – is “JSC Sadales tīkls”. Both are independent parts of the 
holding company Latvenergo, operating as separate entities since 1 September 2005 (TSO) and 1 July 
2007 (DSO) and renting fixed network assets of the transmission/distribution system from Latvenergo.  

The legal framework of Latvia enabled the electricity market to be open as from 1 of July 2007. There 
are no restrictions or market barriers to enter the market for any electricity producer. In general, the 
wholesale market is regarded as open to new entrants. Only a licence from PUC is needed and the 
confirmation of the system operator. Consumers can freely choose their suppliers, which 6.3 % of all 
consumers did in 2009. The market is much decentralised as trades on the wholesale markets are based 
on bilateral contracts. Producers have also the possibility to trade on the Estonian and Lithuanian 
power exchange markets.  

Considering only the Latvian activities the electricity market it is very concentrated. However, as the 
market is very intertwined with the electricity markets of the other Baltic States, market concentration 
decreased in recent years. Besides, further de-concentration will take place when Latvia will become 
part of the Nord Pool spot market in 2012 (Latvenergo 2011). 

Almost half of the electricity in Latvia is generated from hydropower plants and CHPs. Large-scale 
hydropower is the key source of production, generating 2.665 GWh in 2007 (RE-SHAPING 2009). 
The biggest share of local electricity production is delivered by the run-of-river hydro power plant 
from the Daugava River. Moreover, there are 144 small hydroelectric power plants. The electricity 
production from hydro power plants is limited by environmental restrictions. The electricity 
production of the existing hydro power plants could be increased by 10-12 % introducing modern 
technologies. 

Besides that, there are three large gas-fired CHPs in RIGA. One of them is run by a district heating 
company (Rigas siltums) with a CHP capacity of 50 MWe. The other two are run by Latvenergo 
(Latvenergo`s Riga CHP-1 and CHP-2) with a total installed capacity of 777.3 MWe (Latvenergo 
2011b). As national production does not cover the full demand for electricity, Latvia is very dependent 
on imports from Russia and Estonia (very little from Lithuania). Import and export account for up to 
50 % of Latvia’s electricity supply. 

Intra-day and Day-ahead market 

There is neither an Intra-day nor a Day-ahead market in Latvia. Latvia is too small to become a market 
on its own. In terms of gate closure, according to the rules of TSO “JSC Augstsprieguma tīkls” TSO 
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(Agreement on the use of system (Balancing agreement)14 there is already the possibility to change the 
schedule up to one hour before delivery (Latvenergo 2011). 

The three Baltic TSOs from Latvia, Estonia and Lithuania signed a memorandum stating that from 1 
January 2011 – the date was postponed to summer 2011 – the common Baltic spot market will come 
into force. The market will have three different price areas but still be one common market place. In 
the long-run this will support the expansion of the North Pool spot market (which is planned to happen 
in 2013/2014 when the Estlink 2 connection between Estonia and Finland is finalised) as well as the 
common European electricity market which is planned in the framework of the Baltic Energy Market 
Interconnection Plan (BEMIP) signed on 17 June 2009 by eight Baltic Sea countries and the European 
Commission (Mets 2011). As soon as the common Baltic market merges with the Nord Pool Spot 
market it should be possible to introduce a Day-ahead and an Intra-day market. 

Balancing  

Latvia does not have a real balancing market. There are not many providers other than Latvenergo – 
which is still the dominant market actor (AS Augstsprieguma 2011). The Latvian Electricity Market 
Law assigns the TSO the responsibility for electricity system balancing. The TSO provides the 
balancing service to the users, the generators and the DSOs at the transmission network level. The 
balancing procedures are specified in the Grid Code which was last updated on 3 March 2010. On the 
transmission level, large electricity producers and distribution operators which are directly connected 
to the grid buy balancing services from the TSO (on distribution level customers and suppliers settle 
balancing with the respective DSO they are connected to). Balancing occurs on an hourly basis. The 
TSO publishes trading information and costs for balancing energy. 

Support Scheme Design 

General support scheme design 

The basic promotion system for RES-E is a feed-in-tariff calculated by a special formula prescribed in 
37 Annex 8 Regulation no. 262. There is a cap on the total volume of RES, i.e. Latvenergo`s 
obligation to buy RES-E for the feed-in-tariff stops when the share of RES set by the government is 
fulfilled. To access the right to sell electricity for a guaranteed feed-in-tariff, producers have to apply 
for these tariffs. For some technologies (all expect hydropower) RES producers need to pass a special 
tendering system (RE-SHAPING 2009).  

All RES-E producers (except for geothermal generation) sell their electricity to Latvenergo for a pre-
defined price (feed-in-tariff). The tariff is available for a period of ten years and then after a reduction, 
according to a formula prescribed by the Regulation 26215, valid for another ten years. RES producers 

                                                      
14 Standard agreement available in Latvian on web site: 
http://www.latvenergo.lv/pls/portal/docs/PAGE/CORPORATEPAGES/AST/LATVIAN/FILES/ND_CITI/AST_Sist_Liet_Tipveida_Ligums
_2010.pdf 
15 The calculation of the FiT is based on a formula including the price of natural gas, the exchange rate of the Latvian Lat and the Euro, and a 
special coefficient depending on the system size.  
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can sell their outcome on Estonian and Lithuanian spot markets as well. The only precondition is to 
renounce the FiT and reach an agreement with the relevant TSOs (Latvenergo 2011a). In 2009, 64.4 % 
of electricity was purchased at regulated tariffs, including the FiT and the associated user tariffs16 
(PUC 2009). 

Biomass or biogas plants with an operation time of more than 8,000 hours and an installed capacity 
above 1 MW can either choose the FiT scheme or they claim a guaranteed payment for the installed 
capacity. The payment is based on an agreement between the TSO and the plant operator for 15 years. 
A similar regulation defines cogeneration plants with an installed capacity greater than 20 MW and the 
following technologies: combined cycle gas turbine, condensing steam turbine, backpressure steam 
turbine, gas turbine and other CHP technologies. The guaranteed payment ends for cogeneration plants 
if it is not operational for more than six months (RE-SHAPING 2009). 

Until today the share of electricity from photovoltaic is very low. Because of the climatic conditions in 
the northern latitude, the solar energy potential is not expected to increase significantly. However, in 
an attempt to give an incentive to invest in solar energy the promotion paid by the government is valid 
for the lifetime of the PV plant (Dusonchet, Telaretti 2009).  

Although a big share of Latvia’s electricity already comes from RES, the 59.8 % target of the 
Renewable Energy Directive is still considered to be very ambitious. The government has to 
implement further mechanisms to promote RES-E in order to fulfil the target set by the European 
Directive. Thus the government has asked the Ministry of Economics to revise the law for further 
promotion of RES-E (see below). The objective of the draft law is not only to achieve the EU’s 
provision or higher self-sufficiency of the national power system – which is planned to be reached 
stepwise until 2016 – but also to set directives for the framework of the Baltic Energy Market 
Interconnection Plan (BEMIP). The implementation for a common market in the BEMIP shall support 
the integration of the Baltic Energy market into the European energy market. 

Balancing responsibilities for RES 

All electricity producers are assigned a balancing responsibility. Only for RES-E producers with a 
capacity below 15 MW (for wind generation smaller than 250 kW) there is no balancing 
responsibility. For RES producers above these thresholds there is a special FiT balancing obligation. 
According to Regulation No. 262, wind generators have to pay 20 % of the feed-in-tariff if they do not 
meet their production forecast, i.e. if the supplied volumes exceed the forecast volumes, the surplus is 
bought from the TSO for only 80 % of the FiT; if the RES-E generator is short, the generators have to 
pay a penalty for the shortfall of 20 % of the FiT (Latvenergo 2011a). Thus, the applied balancing 
responsibility for RES-E incentivises the producer to improve their forecasts. 

                                                      
16Tariffs for associated users: tariffs approved by the PUC according to which associated users pay for electricity; these consist of the price of 
electricity, system service tariffs and mandatory procurement components which is a public trader’s obligation to purchase electricity 
produced from renewable sources at cogeneration plants compliant with the applicable legislation. 
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Mechanisms to promote market integration 

There are no mechanisms available in the Latvia system to promote market integration within the feed-
in scheme. The only option for RES-E generators to participate in the market is to leave the feed-in 
scheme. As the Ministry of Economics calls for tender every end of the year, RES producers can 
decide not to apply for the FiT and sell their output on the free market. However, until now, almost 
none of the RES producers renounce the FiT as these  tariffs are typically higher than market prices 
and the market is characterised by Latvenergo’s potential influence on market prices.  

The main RES-E policy is currently under revision. The planned RES-E promotion is a feed-in-
premium, where the producer sells all its electricity on the market. The premium will be paid by the 
TSO. There are no capacity restrictions but the amount of premium the producer receives depends on 
the operation time. For RES plants with an operation time above 3500 hours per year, the premium is 
planned to be higher. For smaller plants (smaller than 2 MW) there will be an obligation for AS 
Latvenergo to buy their produced electricity so that RES producers do not have to sell on the free 
market. It is also planned that the new law will than displace Regulation No. 262 which currently 
regulates the FiT sytem (NREAP 2010).  

However, there is still opposition against this model. RES producer fear that the market price gets 
pushed down by Latvenergo. They also claim that they require higher investment support than the 
premium scheme can provide. However, from a market perspective it may also be argued that the 
premium will increase market liquidity and support the integration of RES (Latvenergo 2011a) – 
provided that functioning markets are set up. Experiences from the Estonian Electricity market also 
showed that with the introduction of the premium market prices did not decrease as feared by RES-E 
generators. This was mainly because all generators can sell their electricity also to other TSOs of the 
Baltic regions. Many small Estonian RES-E producers still sell electricity to Latvenergo because of 
the competitive price Latvenergo offers. 
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NREAP Analysis 

The table below presents an overview on the identified national barriers of the RES Integration study 
as well as on the respective NREAP content. Throughout the study, the consortium carefully analysed, 
if the identified barriers of this study are addressed in the national energy action plan and whether or 
not the NREAP does foresee a solution approach: 

- The column “Barrier identified in RES Integration Study” lists the various barriers, which the 
present study identified and addressed. The list contains barriers from the section connection, 
operation as well as development.  

- The column “Is the barrier Contested?” would indicate, whether stakeholders in the country 
under concern would oppose to the identified barrier, namely if they do not see the listed issue 
as a barrier to the system.  

- The column “Section in NREAP” identifies, if and where the respective NREAP is addressing 
the barrier under concern. The column would list the specific section of the national action 
plan.  

- The column “Summary of foreseen Measure” would contain a short description of the 
foreseen measure of the NREAP, to overcome the addressed barrier. The column would be 
empty, if the respective NREAP does not identify the barrier, respectively if the NREAP does 
not propose a solution to the issue. 

- The column “Comments & Evaluation” would contain a short analysis of the proposed 
NREAP solution and would evaluate, whether the solution is an appropriate and credible 
option to overcome the existing issue. If the NREAP does not identify the barrier, this section 
may also contain a short summary of the identified issue. 

For a detailed description of the identified barriers in the framework of the RES Integration study, we 
kindly refer to the sections above, regarding connection, operation, development and market 
integration of RES-E installations. 
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Barrier identified in RES 

Integration Study 

Is the 

barrier 

contested? 

Measures foreseen in NREAP 

Section 

in 

NREAP 

Summary of foreseen Measure Comments & Evaluation 

Poor legal framework for 

submission of connection permits 

resulting in speculative behaviour  

 4.2.6 l) 

NREAP refers to a change of the existing 

regulations that will affect the connection 

process.  

The description of the planned regulation does not 

indicate how to tackle the problem of speculative 

behaviour. Thus, the barrier is not addressed in the 

NREAP 

Virtual saturation and harmed 

reputation of wind power due to 

speculative behaviour, leading to 

Refusal of Grid Operator to connect 

RES plants to the grid 

   Not addressed in NREAP 

Long waiting time for reaction of 

TSO/ construction of connections 
Yes 4.2.6 l) 

Presentation of the existing regulation that 

stipulates a deadline of 60 days during which 

the system operator has to issue clear and 

technically appropriate technical rules. 

Summary of planned regulation with no 

reference to deadlines. 

The summary of planned measures does not indicate 

new deadlines or measures for mitigating this 

alleged barrier. It remains to be seen whether the 

planned regulations will help to abolish this barrier.  

Complicated connection procedures Yes 4.2.6 l) 
Announcement of new grid connection 

procedures.  

It remains to be seen whether the new procedures 

will be less complicated.  

Alleged non-transparent grid 

connection process 
Yes 4.2.6 l) 

Announcement of new grid connection 

process.  

It remains to be seen whether the new process will 

be more transparent. .  

Unclear process regarding RES-E 

producers requesting grid 

reinforcement 

   Not addressed in NREAP 
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Ambiguity of law regulating sharing 

of costs 
 4.2.6 j) 

Announcement of regulations on sharing of 

costs. According to the new rules, either 

system operator or plant operator has to 

bear the costs, depending on the size of the 

RES installation.  

While it is too early to state a final verdict it appears 

that the planned measure will lead to a clearer 

sharing of costs.  

Communication between RES-E 

producers and system operators 
   Not addressed in NREAP 

TSO cannot plan grid development 

properly due to virtual saturation 
   Not addressed in NREAP 

Alleged high market concentration 

leading to low transparency in 

communication between plant and 

grid operators 

Yes   Not addressed in NREAP 

Investments for RES-E integration in 

the grid are not seen as a regulatory 

goal 

   Not addressed in NREAP 

Alleged conflicting interest of the 

TSO to develop wind power 
Yes   Not addressed in NREAP 

Table 6: Summary of identified barriers and treatment of barriers in NREAP  

 


