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Foreword by the Energy Charter Secretary General
Under the Latvian Presidency of the Council of the European Union, the High Level Conference 
launched the important process for the formation of an Energy Union in February 2015. The 
Energy Union is a response to the current geopolitical situation in Europe and is expected to 
strengthen the EU’s energy independence. The Union is expected to address five dimensions of 
energy policy that are linked together: energy security and solidarity; a fully integrated internal 
energy market; energy efficiency as a contribution to the moderation of energy demand; 
decarbonisation of the economy; and research, innovation and competitiveness.

Although the integration of energy systems within the Energy Union is well advanced 
among its Member States, more international cooperation is required with partner countries 
outwith the Energy Union's geographic coverage. The International Energy Charter, which 
was adopted and signed during the Ministerial Conference in The Hague on 20-21 May 
2015, is the policy instrument for reaching out to countries around the world, especially the 
energy- producing states.

Latvia has a favourable geographical position and is a strategic location for business 
operations targeting the developed economies of the EU and the emerging markets of its 
eastern neighbours. As a full member of the Energy Union and the Energy Charter Latvia is 
well positioned to benefit from multilateral cooperation in the energy sector and improve its 
energy security.

This in-depth review of the investment climate and market structure inof the energy sector 
of Latvia provides extensive information about the investment climate along with valuable 
information on the legal frameworks for establishing business in the country. Insights into the 
structure of the energy market enable valuable analysis of the potential for further development 
and investment opportunities. In the light of the results of the review the Energy Charter 
Conference has adopted the recommendations presented in the book that are intended to 
assist national policy-makers to improve investment policies in the Latvian energy sector. 

Energy Charter Secretary General

Amb. Urban Rusnák 
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Introduction
Latvia ratified the Energy Charter Treaty (ECT) and the Protocol on Energy Efficiency and Related 
Environmental Aspects (PEEREA) in September 1995. Since then it has actively participated in 
the activities of the Energy Charter Conference. 

This in-depth investment climate and market structure (ICMS) review in the energy sector of 
Latvia report has been prepared in the first quarter of 2015 by the Ministry of Economics of the 
Republic of Latvia with the technical assistance of the Energy Charter Secretariat. 

The Energy Charter Secretariat conducted a mission to Latvia in march 2015 to interview public 
and private stakeholders. Peer review experts from Denmark and Kazakhstan contributed to 
preparation of the final report. The policy conclusions and recommendations proposed by the 
Energy Charter Secretariat were discussed at the meeting of the Investment Group on 21 April 
2015 and adopted by the Energy Charter Conference in writing on 15 May 2015. 

It is hoped that the report, along with its policy recommendations and conclusions, may 
contribute to improving the investment climate and to developing effective legislation and 
regulation for a competitive energy market in Latvia. A stable, equitable, favourable and 
transparent investment climate will create the conditions for regulatory stability and market 
confidence attracting potential investors and possible cooperation partners. 

This exercise also aims at promoting energy investments in Latvia and at the same time 
reinforcing cooperation among the members of the Energy Charter Conference. Increased 
investment flows and regional cooperation are an essential component towards achieving the 
national strategic goals of energy security and sustainable energy. 

Interested stakeholders will find in this in-depth ICMS review updated information for the 
period from 2010 to 2015, based on publicly available data, concerning: recent developments 
of the national economy; the legal framework for energy investments and a sector by sector 
analysis of the energy market in the Republic of Latvia.



Table of Contents



6

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

1. Executive Summary and Policy Recommendations ............................................................................................................................11

2. General Information ............................................................................................................................................................................................................................19

2.1. Country information .......................................................................................................................................................................................................................20

2.2. Political System in Latvia  ..........................................................................................................................................................................................................21

2.3. Economic situation  .........................................................................................................................................................................................................................22

2.3.1. Performance of the economy .................................................................................................................................................................................22

2.3.2. Foreign direct investments .........................................................................................................................................................................................25

2.3.3. Investment policy ..................................................................................................................................................................................................................28

2.3.4. Doing business in Latvia  ..............................................................................................................................................................................................29

3. Legislative Framework for Foreign Investment in the Energy Sector  ...................................................................35

3.1. Description of the legislation relevant to investment ..........................................................................................................................36

3.2. Summary of regulations relevant to the energy sector ......................................................................................................................48

3.3. Plans for significant future legislation .......................................................................................................................................................................55

4. Market Structure  ......................................................................................................................................................................................................................................57

4.1. Primary energy sources ..............................................................................................................................................................................................................59

4.1.1. Renewable energy resources ..................................................................................................................................................................................61

4.1.2. Fossil energy .................................................................................................................................................................................................................................62

4.1.3. Other energy sources  ......................................................................................................................................................................................................63

4.1.4. Energy intensity  ......................................................................................................................................................................................................................64

4.2. Electricity sector ...................................................................................................................................................................................................................................64

4.2.1 Electricity market .....................................................................................................................................................................................................................64

4.2.2. Electricity infrastructure  ................................................................................................................................................................................................73

4.2.3. Opportunities in electricity sector .....................................................................................................................................................................76

4.3. Natural gas sector ..............................................................................................................................................................................................................................78

4.3.1. Natural gas market................................................................................................................................................................................................................78

4.3.2. Natural gas infrastructure .............................................................................................................................................................................................81

4.3.3. Opportunities in natural gas sector .................................................................................................................................................................83

4.4. Renewable energy sector ........................................................................................................................................................................................................84

4.5. Heating sector ........................................................................................................................................................................................................................................86

Table of Contents



7

Table of Contents

Annex 1. Exception to National Treatment  .............................................................................................................................................................89

Annex 2. List of BITs and DTAs......................................................................................................................................................................................................91

Annex 3. Membership of International Organisations ..........................................................................................................................97

Annex 4. Acknowledgements .......................................................................................................................................................................................................99

Annex 5. References ................................................................................................................................................................................................................................103

Annex 6. Abbreviations ......................................................................................................................................................................................................................107



8

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

List of Figures

Figure 1: Map of Latvia  20

Figure 2: Latvia's FDI inflows and outflows, 2000-2014 q3 (EUR million) 26

Figure 3: Latvia’s FDIs inward stocks by sector by q3 2014 26

Figure 4: Latvia’s FDIs outward stocks by sector by q3 2014 27

Figure 5: EU countries in Doing Business 2015 30

Figure 6: Latvia and comparator economies - ranking on the ease of doing business 30

Figure 7: Rankings on Doing Business topics - Latvia 31

Figure 8: What it takes to start a business in Latvia 33

Figure 9: Most popular forms of corporate legal entities by the end of 2014  38

Figure 10: Comparison between energy, economic and environmental quality indicators in Latvia 58

Figure 11: Structure of primary energy source in 2013 in PJ and % 60

Figure 12: Share of RES in total primary energy consumption 61

Figure 13: Gross electricity consumption structure of Latvia in 2013, GWh, % 65

Figure 14: Electricity market structure in Latvia 66

Figure 15: Total installed electricity production capacity, MW 67

Figure 16:  Registration of newly formed electricity production companies  
and exclusion from registry by year starting 2012 67

Figure 17: Electricity generated by JSC “Latvenergo” by power stations 68

Figure 18: Composition of electricity price EUR/kWh  70

Figure 19: Price for electricity in the first half of 2014 (EUR/kWh) 71

Figure 20:  Electricity price (including all taxes) for the industrial sector  
with electricity consumption from 2,000 to 20,000 MWh (in EUR/MWh) 72

Figure 21: Planned and existing interconnection infrastructure 74

Figure 22: Project 60: NordBalt phase 1 77

Figure 23: Project 62: Estonia-Latvia Third IC 77

Figure 24: Project 163: Baltic Corridor 78

Figure 25: Total gas consumption in Latvia, million m3 per year 79

Figure 26: Natural gas sales to major customers, 2014 79

Figure 27: Baltic ‘energy island’ 80

Figure 28: Latvian natural infrastructure 82

Figure 29: MPC distribution between CHP and RES from 1 April 2015 86

Figure 30: District heating consumption by sector in 2012 87



9

Table of Contents

List of Tables

Table 1: Latvia’s Key Economic Development Indicators 23

Table 2: Structure of the economy (by GDP, %) 25

Table 3: Breakdown of Latvia’s FDI inward and outward stocks (EUR million) 28

Table 4: Economic overview 29

Table 5: Doing Business two-year comparison of rankings by topic 32

Table 6: Summary of time, cost and procedures for starting a business in Latvia 33

Table 7: Number of newly registered companies for 2012 to 2014  38

Table 8: Important tax rates, April 2014 42

Table 9: Other important tax rates, April 2014 43

Table 10: List of all laws and regulations relevant to the energy sector 49

Table 11: Subsidised electricity tax rates 52

Table 12: Major public institutions working in the energy sector 58

Table 13: Energy intensity in kilogram of oil equivalent per 1000 euros of GDP, 2010 64

Table 14: Comparison of key figures of Baltic gas companies 2014 81

Table 15: Full list of Bilateral Investment Agreements concluded, 1 January 2015 92

Table 16: Full list of tax conventions signed by Latvia, 1 January 2015 94

Table 17: Latvia’s membership of international organisations, 2 December 2014 98





1. Executive Summary  
and Policy Recommendations



12

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

1. Executive Summary and Policy Recommendations

Investment climate 
Latvia has a favourable geographical position and is a strategic location for business operations 
targeting the developed economies of the EU and the emerging markets of its eastern 
neighbours. Following a slowdown in 2014, Latvia’s economic growth is expected1 to pick 
up again in 2015 and 2016 despite a multitude of external shocks which are rebalancing the 
country’s growth towards domestic demand. 

The country has consistently pursued liberal economic policies and reforms to improve 
the business climate. The reforms in Latvia have strengthened the private sector, created 
macroeconomic conditions favourable for growth and helped to improve the business 
environment, thus attracting the attention of international investors. The stock of inward 
foreign direct investments (FDI) accounted for almost 50% of the gross domestic product 
(GDP). However, the energy sector attracted only 4% of FDI in 2014 and the full investment 
potential has yet to be realised in the context of ongoing liberalisation of the electricity sector, 
the opening of the natural gas sector by 2017 and opportunities to utilise the renewable 
energy potential of Latvia.

Latvia is ranked2 twenty-third among 189 countries and ninth among the EU member states in 
terms of the ease of doing business. The World Bank has recognised Latvia as one of the top 30 
leaders that have implemented major reforms to improve the business environment in more 
than three areas over the past two years. 

This review confirms that the investment climate in Latvia has considerably improved over 
the last few years but that some challenges need to be addressed. According to the Global 
Competitiveness Index 2014,3 Latvia's legal system is poorly ranked 116 out of 144 for its 
efficiency to settle disputes whereas the country's general ranking is positive at 42. It should 
also be noted that the government of Latvia has experienced investment arbitration under 
the Energy Charter Treaty (ECT) in the past. A number of disputes have been filed by energy 
investors at local courts, there is one ongoing arbitration case under the ECT and potentially 
there could be more disputes, especially in the renewable energy sector. 

On a positive note, it should be noted that the Latvian government established the Investment 
and Development Agency of Latvia (LIAA) to implement the POLARIS process,4 which is a national 
strategy enabling communication, cooperation and execution of tasks among stakeholders in 
the industry as well as by government and academics. The Latvian government meets annually 
with the Foreign Investors Council in Latvia (FICIL), which represents large foreign companies 
and chambers of commerce and aims to improve the business environment and encourage 
foreign investment. In August 2010 the government also established the Coordination Council 
for Large and Strategically Important Investment Projects, chaired by the Prime Minister.

Conclusions and Recommendations on Investment Climate
- Latvia has undertaken substantive business reforms and significantly improved the 

investment climate over the last decade

1 The EC Economic forecast for Latvia, available at http://ec.europa.eu/economy_finance/publications/european_economy/forecasts/index_en.htm, accessed on 24 
February 2015
2 World Bank, Doing Business 2015 Report, available at http://www.doingbusiness.org/data/exploreeconomies/latvia , accessed on 23 February 2015
3 http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2014-15.pdf, accessed on 25 February 2015
4 More information available at http://www.liaa.gov.lv, accessed on 23 February 2015
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- The government is encouraged to continue the reforms to attract FDIs and green field 
investments that contribute to economic development, job creation and technology 
transfer

- The Foreign Investment Council of Latvia undertakes an important role in advising the 
government on how to strengthen the investment climate

- The Latvian Investment and Development Agency plays an important role in facilitating 
investments and it would be advisable to enlarge the POLARIS programme to include 
more investments in the energy sector 

- It is pleasing that the government has improved transparency by including stakeholders in 
decision-making processes in relation to major legislation 

- It is noted that Latvia provides a national treatment (NT) regime to foreign investors with 
one exception in terms of access to land 

- The government of Latvia should continue efforts to ensure a “level playing field” for energy 
sector investments with the aim of reducing to a minimum the non-commercial risks, a 
fundamental objective of the Energy Charter Treaty

- It is recommended that efficiency in the domestic legal system for settling disputes be 
improved

- In order to address current and potential disputes the government is advised to apply 
mediation and conciliation schemes in the energy sector which could be assisted by the 
Energy Charter Secretariat

- The level of required investments in the energy sector is significant and thus the government 
should consider more widespread use of public-private partnerships for improving the 
infrastructure.

Energy Markets
The energy security of Latvia continues to be a key concern at a political level because the 
country remains largely isolated from EU energy networks and is highly dependent on Russian 
gas. Latvia's Energy Strategy 2030, in force since March 2013, sets long-term plans to ensure 
energy supply, competitiveness, energy efficiency and the use of renewable energy. Mid-term 
energy priorities are described in the government’s Energy Development Guidelines for 2007 to 
2016. The main focus of the guidelines is on hydropower, which is the largest source of Latvia’s 
domestic electricity generation. Currently the government is working on the finalisation of 
new guidelines for the energy sector. The Public Utilities Commission (PUC) or the Regulator 
is institutionally and functionally independent and carries out regulation of public services 
including the energy sector. 

Natural Gas

The Latvian natural gas supply system is not connected to the other EU member states, with 
the exception of Lithuania and Estonia. Almost all natural gas in Latvia is supplied by Russia. 
Latvia received derogation in the framework of the European Union's Third Energy Package 
under the criterion of being an “isolated market” in the gas sector. The gas market is dominated 
by a single vertically-integrated company, JSC “Latvijas Gāze”, which provides natural gas 
supply, storage, transmission, distribution and trading.

The new amendments to the Energy Law, adopted in March 2014, envisage a gradual opening 
of the natural gas market by April 2017. The government’s ambition is to liberalise the natural 
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gas market in Latvia, thereby encouraging alternative supplies and competition. The country 
already has access to an LNG terminal in Lithuania, which however is modest in terms of 
potential supply. Increasing competition on the supply side is in line with the EU’s third energy 
package, which stipulates the effective separation of supply and production activities from 
network operations.

 In 2015, the Regulator launched public consultation on the draft rules of access and use of the 
natural gas transmission system and the use of underground gas storage. The concept note 
on gas sector unbundling, which is currently under preparation by the government, should 
provide the necessary information for investors regarding the upcoming changes. 

Conclusions and Recommendations on the Natural Gas Sector 
- Latvia is mainly dependent on one gas supplier country but has high security of supply 

thanks to good interconnections and UGS facility 

- Latvia has recently received access to an LNG terminal located in Lithuania and provides 
some gas storage services to it at the underground gas storage (UGS) facility

- It is noted that privatisation of the state-owned gas enterprise attracted a significant 
number of foreign investments which resulted in the improved reliability and safety of the 
gas system in Latvia 

- It is noted that the gas sector is partially liberalised and full unbundling will take place from 
2017

- The government is invited to ensure proper consultation and planning concerning the 
opening of the gas market from 2017. Adoption of the Gas Law would be an important 
step towards developing gas market legislation as well as improving competition;

- The existing underground gas storage (UGS) facility plays a critical role in ensuring 
security of supply in Latvia, as well as the whole region, and is an integral part of the gas 
transportation system

- It is recommended to consider merging the UGS and main gas transportation systems into 
one transmission system operator (TSO) company after the opening of the gas markets in 
2017.

Electricity

The liberalisation of the electricity market in Latvia has been fully implemented since 1 January 
2015, and introduced free competition to the sector. The supply of electricity can be divided 
into three main stages: electricity production and wholesale; electricity transmission and 
distribution; and electricity retail trade. Generation of electricity is dominated by the state-
owned JSC "Latvenergo" but there are also many local electricity production companies. In 
addition, electricity is imported from other countries.

 In 2013, Latvia started to operate power exchange by opening a new “Elspot” bidding area, 
which has connected Latvia to the Nordic electricity market. It is expected that greater 
integration with the Nordic electricity market will result in reduced wholesale electricity prices 
in Latvia. It is not excluded that electricity prices might increase in response to market changes, 
and it is therefore important that the government approves a compensation mechanism for 
low-income households as well as households with three or more children, that will help to 
reduce energy poverty in the country. 
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Access by third parties to interconnected electricity transmission and distribution systems is 
ensured in Latvia. The small distribution network operators, a total of 11, are connected to both 
the high-voltage grid and JSC “Sadales tīkls” grid. In 2013, the Regulator approved the updated 
Grid Code to coordinate cooperation of all market participants. The new Grid Code regulates 
activities and services of the transmission system and distribution system operators for stable 
operation of the electricity system, as well as obligations of all market participants.5 

Latvia actively participates in the "Roadmap towards the Baltic states power system 
synchronisation with Continental Europe network" ("CEN"), a long-term project that was 
adopted in 2014. Furthermore, the "Declaration on Energy Security of Supply of the Baltic 
states" was recently signed by the Baltic Energy Ministers in January 2015. 

Conclusions and Recommendations on the Electricity Sector 
- The government is encouraged to complete guidelines for the energy sector that will 

provide strategic orientation for the industry and investors 

- It is pleasing that the government has completed liberalisation of the electricity sector and 
introduced a new support scheme for access to electricity by more vulnerable members of 
the population and/such as families with three children

- It is pleasing that the government has introduced a system which allows large customers to 
construct required energy infrastructure and receive the investment back through reduced 
tariffs over a five-year period 

- It is noted that the electricity sector has been fully unbundled since the beginning of 2015 
and customers can now fully benefit from competitive prices and services by choosing 
their preferred suppliers

- It is recommended to improve procedures and reduce time to realise final customer 
electricity interconnection

- Further promotion of the use of smart meters that would allow customers to take full 
advantage of day and night tariffs is recommended.

Renewable Energy

The amount of renewable energy sources (RES) has traditionally been significant in Latvia’s 
energy supply. Compared with EU member states, Latvia has the second highest proportion of 
renewable energy in terms of its gross final energy consumption. In 2012, renewable energy 
accounted for 35.8% of the total energy consumption in Latvia, approximately three times the 
EU-27 average. RES energy accounted for more than half of the total electricity consumption 
(52.3%) in 2013. It should be noted that a significant proportion of renewable energy in the 
energy mix is owed to a large amount of hydroelectric power for electricity generation. Latvia 
has great potential to develop biomass, wind, solar and geothermal energy sources further. 

In order to promote RES and co-generation electricity productions Latvia adopted a mandatory 
procurement of electricity (feed-in tariff ) and a guaranteed payment for installed capacity. 
The support scheme covered combined heat and power (CHP) plants of high efficiency and 
producers using renewable energy sources. The support schemes attracted many local and 
international investors. However, as of May 2011, the government introduced a moratorium on 
new power capacity until the end of 2015 and such rights are no longer issued. It is reported 

5 The Public Utilities Commission of Latvia. Annual Report 2013
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that investors were not properly consulted prior to introduction of the moratorium and it is 
possible that the moratorium will be extended beyond 2015. The confidence of investors in 
the Latvian investment environment was substantially affected, and it is reported that local 
financial institutions are limiting access to finance for renewable energy projects because of 
the uncertainties of the support scheme. 

Another grave problem that has been reported is the distribution of costs. The costs of grid 
connection are currently met by the plant operators, including the costs of grid reinforcement. 
An exemption from this rule shall apply only if there is a specific agreement between the grid 
operator and the plant producer.6

Conclusions and Recommendations on RES 
- Latvia has set clear goals in order to reach the 40 per cent target of renewable energy in the 

prime energy mix by 2020 

- It is noted that the government introduced a moratorium on mandatory purchases of new 
power capacity (until the end of 2015) that could be extended. The government is advised 
to start consultation on adoption of a new support (capacity bidding) scheme that is more 
market-oriented 

- The government is advised to balance the interests of renewable and co-generation heat 
and power (CHP) producers in relation to existing and future support schemes 

- It is also advised to consider new regulations to provide for connection of RES projects to 
the power grid on a priority basis 

- It is advised to promote new and innovative financial schemes for the RES sector and 
promote energy efficiency

- It is advised to continue development of an energy policy that would allow promotion of 
different technologies including biomass, wind, solar, and geothermal which are the most 
important indigenous resources 

- The government is advised to promote awareness and education about the potential 
benefits of renewable energies among investors and the general population.

Heating sector

In Latvia the average length of the heating season is between 200 and 210 days of the year. 
About 70% of households are connected to the heating grid, consuming 39% of prime energy 
resources. Municipalities are main shareholders in the district heating companies. In most 
cases the heating companies are vertically integrated with responsibilities to produce, transmit 
and sell heat to customers. JSC Rigas Siltums is the main heat supplier of Riga, and is engaged 
in production, distribution and sale of thermal energy, and also ensures technical maintenance 
of inner heat supply systems in buildings.

In Latvia, the combined heat and power (CHP) plants that utilise natural gas and heating boilers 
based on wood chips play an increasingly important role in the heating sector. Operation of CHP 
plants has been affected by the moratorium described above. In addition, it should be noted 
that in 2012, the Cabinet of Ministers shortened the mandatory procurement term for existing 
producers. Currently mandatory procurement for CHP plants with installed capacity of up to 4 
MW is available for a period of 10 years, and for CHP above 4 MW for a period of 15 years.

6 Keep on truck project. National Report Latvia, Prepared by eclareon 2014
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Conclusions and Recommendation on Heating Sector 
- The heating sector plays an important role in the energy sector of Latvia

- The heating sector is largely owned by local municipalities. It is recommended to investigate 
how the private sector could contribute more strongly to developing and upgrading the 
massive infrastructure of the heating sector

- Consider how small-scale CHP and local heat boilers that utilise wood chips and other RES 
could be supported in the framework of new support scheme to be developed

- It is noted that biomass and wood chips in particular play an important role as local fuel in 
heating boilers. It is important to facilitate the use of modern technologies that have high 
standards in terms of emissions from heat boilers

- Introduction of individual heat meters could be considered in the direction of cost control 
for end-users

- There is a need to promote energy efficiency investments, and in order to reduce losses 
in the distribution and to upgrade production the government is encouraged to carry 
out with the Energy Charter Secretariat a comprehensive review of its energy efficiency 
policies.

Regional cooperation

The energy markets of Latvia, Estonia and Lithuania lack adequate connections, both between 
themselves and to other parts of the EU. This lack of integration drives up energy prices for 
consumers and lowers energy security in the region. The Baltic Energy Market Interconnection 
Plan (BEMIP) aims to solve this problem by creating a fully functioning and integrated energy 
market in the region, supported by the necessary infrastructure. BEMIP projects are part of 
the European Economic Recovery Plan (EERP), which means that they are eligible for over 
funding of half a billion euros. Projects can further be funded through the European Regional 
Development Fund, the EU's Cohesion Fund, and, as projects of common interest, through the 
Connecting Europe Facility.7

In order to achieve the goal of secure, competitive and sustainable energy the Baltic states 
should cooperate with developed and developing countries, be they producers, transit 
countries or consumers. The Energy Charter Treaty establishes a framework for international 
cooperation between European countries and other industrialised countries with the aim of 
developing the energy potential of central and Eastern European countries and of ensuring 
security of energy supply for the European Union. The multilateral platform of the Energy 
Charter may be actively used by Latvia and other Baltic states to promote regional and 
international cooperation in promoting global energy security.

Conclusions and Recommendations on Regional Cooperation 
- Implementation of the EU projects of common interest in electricity and gas interconnections 

in the region will further increase the security of supply to Latvia and the entire region

- Latvia shall actively participate in and benefit from various support schemes provided by 
the European Union to improve the regional infrastructure and energy interconnectivity in 
the Baltic region

7 http://ec.europa.eu/energy/en/topics/infrastructure/baltic-energy-market-interconnection-plan, accessed on 25 February 2015
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- Latvia has already achieved greater security of electricity supply through participation in 
the Nord Pool spot electricity market

- More considerations and planning shall be undertaken towards the synchronous 
interconnection of the Baltic states with the European network as a long-term regional 
project

- It is recommended to continue to strengthen beneficial regional cooperation in the 
framework of the Energy Charter, BEMIP and other appropriate fora.
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2. General Information
2.1. Country information

Latvia is the central country of the Baltic states and is located in north-eastern Europe on the 
east coast of the Baltic Sea, between Estonia and Lithuania. The country is well known for 
having one of the fastest growing economies in the EU. Latvia provides a perfect transportation 
hub and has a strong potential to further develop its energy sector, along with other highly 
developed industries like timber production. Latvia has an abundance of potential business 
ventures, largely enhanced by the country's great entrepreneurial spirit and good investment 
climate. 

Latvia is bordered by Estonia to the north, Russia to the east, Belarus to the south-east, and 
Lithuania to the south, with the Baltic Sea to the west. Its strategic location has made it an 
international crossroads for trade, commerce and cultural exchange since ancient times. Latvia 
is the eighteenth largest county in the European Union. Mixed forests mostly cover a total area 
of 64,600 sq. kilometres, a vast network of free-flowing rivers and thousands of lakes, as well 
as a beautiful coastline, which makes this land exciting from a recreational perspective. Over 
27,000 species of flora and fauna thrive in natural settings that are still relatively undisturbed 
by humans.

Latvia’s weather features a temperate maritime climate, with mild summers, moderate winters 
and frequently high levels of humidity and precipitation. The average temperature in summer 
is 16°C and in winter -4.5°C. The warmest month is July and the coldest is February. The heating 
season’s average length is 200 to 210 days per year. 

The total population of Latvia is 1,935,600, 68% of which lives in urban areas and 32% in rural 
areas. Out of all major cities the capital Riga is the largest, with a population of 701,000. 

Figure 1: Map of Latvia 

 
Source: www.nationsonline.org
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Latvians are the indigenous people of Latvia, and the Finno-Ugric Livs (or Livonians) are the 
only indigenous minority. Latvia’s present ethnic mix is largely a result of massive post- World 
War II immigration. Ethnically Latvia’s population consists of 61.4% Latvians, 26% Russians, 3.4% 
Belorussians, 2.3% Ukrainians, 2.2% Polish and 4.7% other. 

The largest religious denominations are Evangelical Lutheran, Roman Catholic and Russian 
Orthodox.

Latvian is a Baltic language that belongs to the Indo-European language family. Its only linguistic 
relative is Lithuanian, and it is considered to be among the oldest and least changed of all living 
Indo-European languages in the world. It is estimated that 1.5 million people worldwide use 
Latvian as their primary language. English and Russian are widely spoken throughout Latvia, 
and German, French and the Scandinavian languages are also frequently heard.8

2.2. Political System in Latvia 
Latvia is a parliamentary republic in which the sovereign power belongs to the people, 
represented by a unicameral parliament (Saeima), consisting of 100 members elected by 
universal, equal, direct, secret and proportional elections for four years.

The foundations of the political system are enforced by the Constitution of the Republic of 
Latvia (Satversme), which was adopted in 1922. The Parliament as well as the people has the 
right to legislate in the manner and to the extent described by the Constitution.

The President, the Cabinet of Ministers, parliamentary committees, Members of Parliament in 
the number of not fewer than five persons and, in cases stipulated by the Constitution, citizens 
of Latvia in the amount of not less than one-tenth of the electorate of the country may submit 
bills to the Parliament. 

The Parliament elects the President for four years. One and the same person cannot hold 
the presidency for more than eight consecutive years. The President represents the state 
at the international level, appoints diplomatic representatives, and also receives diplomatic 
representatives of other states. The President implements the decisions of the Parliament on 
ratification of international treaties and is the Commander-in-Chief of the Armed Forces of 
Latvia, who, in wartime, may appoint a Supreme Commander. The president proclaims laws 
passed by the Parliament no earlier than the seventh and no later than the twenty-first day 
after the law has passed, and the law comes into force fourteen days after its announcement, 
unless the law has a different starting date.

The Prime Ministerial candidate is appointed by the President and invites ministers to form a 
government. The Parliament must approve the list of ministers and the proposed government 
action plan submitted by the candidate for the post of Prime Minister. After receiving a vote of 
confidence the newly appointed Prime Minister and the Cabinet of Ministers begin to perform 
their functions and exercise authority. The Prime Minister determines the general direction of 
the government's actions and ensures the coordinated and purposeful work of the Cabinet of 
Ministers. The Prime Minister chairs the Cabinet of Ministers and is accountable to Parliament. 
The Prime Minister chairs the meetings of the Cabinet of Ministers and the Cabinet of Ministers 
committee meetings. 

The Cabinet of Ministers is a collegiate institution that makes decisions at the Cabinet meeting. 
Within the framework of its competence, the Cabinet of Ministers considers policy planning 
documents, external and internal legal acts of the Cabinet of Ministers, informative statements, 

8 Source: http://www.latvia.eu/library/latvia-brief, accessed on 11 February 2015
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national positions and official opinions of the State. After approval by the Cabinet of Ministers, 
all legal acts are published in the official journal “Latvijas Vēstnesis” (Latvian Herald).

The final arm of the government is the judiciary. Judicial power in the Republic of Latvia is 
vested in district (city) courts, regional courts. Judicial power is exercised in conformity with 
the rule of law whereby judges are independent and subject only to the law.

A district (city) court is the court of first instance for civil matters, criminal matters, and 
administrative matters, unless it has been laid down otherwise in the law. A Land Registry 
Office oversees the Land Registers, and examines applications for undisputed compulsory 
execution, the procedure for warning of undisputed compulsory execution of obligations and 
the confirmation of statements of auction. In the district (city) court, a single judge adjudicates 
civil matters and administrative matters. Particularly complicated administrative matters may, 
at the discretion of the Chief Judge, be adjudicated collegially by three judges. A Chief Judge 
of a district (city) court is appointed by the Minister for Justice for five years in co-ordination 
with the Board of Justice. The same person may be a Chief Judge of a district (city) court for 
two terms of office in succession.

A regional court, sitting as a court of appellate instance, adjudicates civil matters, criminal 
matters and administrative matters collegially, through a panel comprising three regional 
court judges. The same selection procedure and term-served rules applicable to a Chief Judge 
of a district (city) court apply to a Chief Judge of a regional court. 

The Supreme Court consists of the Department of Administrative Cases, the Department 
of Civil Cases and the Department of Criminal Cases. A department of the Supreme Court 
adjudicates matters collegially through three judges. The work of the Supreme Court is 
managed by the Chief Justice of the Supreme Court, who is appointed by Parliament for a five-
year term from among the judges of the Supreme Court on the proposal of the Plenary Session 
of the Supreme Court. The same person may not be a Chief Justice of the Supreme Court for 
more than two terms of office in succession.9

The Constitutional Court is a high court that deals primarily with constitutional law. Its main 
task is to rule on whether the laws challenged are unconstitutional.

The parties to a dispute are entitled by mutual agreement to commit their case to a court of 
arbitration. The parties can decide to go before a court of arbitration to resolve a dispute that 
has already arisen or that may arise in the future. Any civil dispute can be brought before a 
court of arbitration except for certain disputes specified in the legislation. When the parties 
have agreed to commit their dispute, an application must be submitted to the appropriate 
court of arbitration. An award issued by a court of arbitration is final and cannot be appealed 
by the parties.

2.3. Economic situation 
2.3.1. Performance of the economy

In late 2009, the economic recession in Latvia came to an end and growth resumed. From 2011 
until 2013, the GDP increased on average by 4.7% per year, one of the highest growth rates 
in the EU. Growth continued in 2014, although the rate has now slowed down because of 
certain tendencies in the external environment such as slower growth in the EU than previously 
expected and the weakening economic situation in Russia. Overall, for nine months of 2014, 
the growth in GDP was 2.5% higher than in the respective period of 2013, and experts from the 

9 Source: http://likumi.lv/doc.php?id=62847&from=off , accessed on 11 February 2015
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Ministry of Economics forecast that GDP will increase by 2.3% in 2014. Although the economy of 
Latvia has been growing in recent years, the GDP is still 5.3% lower than before the crisis in 2007.

Economic growth in Latvia slowed down in 2014, when extraordinary circumstances in 
relations between Ukraine and Russia damaged consumer and business confidence. The fiscal 
position of the country has been weakened by slower growth in 2014, and the economy will 
remain highly sensitive to external risks, remaining weak in 2015 with prospects of picking up 
in 2015 and 2016. 

Latvia experienced rapid growth from 1996 until 2007, particularly following Latvia’s accession 
to the European Union in 2004, as the credit expansion fuelled by capital inflows from Nordic 
banks lowered borrowing costs and boosted real estate investments. As the Latvian banking 

2008 2009 2010 2011 2012 2013 2014e 2015f

Gross domestic product
(current prices, billions EUR)

24.4 18.9 18.2 20.3 22.0 23.3 24.0 24.8

(changes in comparison with the previous year, %)

Gross domestic product -3.2 -14.2 -2.9 5.0 4.8 4.2 2.3 2.0

Private consumption -8.0 -16.2 3.1 2.9 3.0 6.2 2.6 2.5

Public consumption 2.4 -10.7 -8.1 3.1 0.4 2.8 3.1 1.8

Gross fixed capital formation -9.2 -33.3 -20.0 24.2 14.5 -5.2 0.1 -3.0

Exports 2.4 -12.9 13.4 12.0 9.8 1.5 1.4 -0.4

Imports -10.7 -31.7 12.4 22.0 5.4 0.3 0.0 -1.8

Consumer prices 15.4 3.5 -1.1 4.4 2.3 0.0 0.6 1.0

Changes in the number of employed (aged 
15-74 years)

-0.2 -13.9 -6.4 1.3 1.6 2.1 -1.1 0.2

(% of GDP)

General government sector balance -4.0 -8.9 -8.2 -3.4 -0.8 -0.9 -1.4 -1.0

General government debt 18.6 36.4 46.8 42.7 40.9 38.2 40.0 35.0

Export-import balance -13.6 -1.5 -1.5 -5.0 -4.4 -3.2 -2.5 -2.2

(%)

Employment rate (the proportion of working 
age adults employed, here working age 15-74 
years, %)

62.0 54.3 52.0 54.0 56.1 58.2 59.1 60.1

Unemployment rate (ratio of unemployed 
persons to the economically active population 
aged 15-74 years, %)

7.7 17.5 19.5 16.2 15.0 11.9 10.9 9.8

Table 1: Latvia’s Key Economic Development Indicators

 
Source: Ministry of Economics of Latviae – evaluation, f – forecast
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sector’s assets increased from 46% of GDP in 2000 to 146% of GDP in 2007, the debt of the 
non-financial sector increased from 35% of GDP in 2000 to 116% of GDP in 2007. Rising 
capital inflows came about with a rise in lending in foreign currency and greater currency risk 
exposure of the private sector. In tandem with booming capital inflows, the current account 
deficit increased.

Growth rates eventually became positive again in 2011 and growth has been robust since, 
with growth from 2011 to 2012 at an average rate of 5.3%. Growth of 4.1% made Latvia the 
fastest-growing EU country in 2013. 

The main growth driver of the first half of 2014 was the construction sector. The industrial 
sector was in a stalemate because of halted production in some metal processing companies, 
most notably Latvia’s largest steelmaker Liepājas Metalurgs. The steelmaker, under the direction 
of a new owner, now accounts for a positive trend in the growth forecast for 2015, which is 
expected to impact mostly on export and import quantities and to a lesser extent on value-
added growth. 

Since 2010 the unemployment rate has been consistently decreasing. The forecast rate of 
unemployment in 2014 was around 10.9%, which in comparison with the previous year is 
lower by 1%. Employment grew only slightly during the same period, because of an ageing 
population and immigration. It is projected that the current rate of decreasing unemployment 
will continue in 2016, reaching 9%, amid increase in job creation. The labour market is also 
showing signs of structural improvement. Long-term unemployment dropped to around 40% 
from 50% in the previous year. In comparison with 2013, the minimum wage hike of 12% at 
the beginning of 2014 increased the overall wage level by 7% countrywide. This is considered 
to pose a risk to labour cost-competitiveness in the future. 

Low energy and food prices have kept consumer price inflation below expectations. Latvia’s 
inflation is forecast to rebound from 0.6% in 2014 to 1.4% in 2015 thanks to deregulation of 
domestic electricity prices at the beginning of 2015. A further upswing in consumer prices is 
forecast for 2016 when economic growth is expected to pick up. It is worth mentioning that 
the Bank of Latvia's latest prognosis is that the inflation rate for 2015 will not reach 1.4% and is 
more likely to be 1.0%. Non-tradable items are forecast to keep Latvia’s inflation above the EU 
average as incomes are also forecast to rise at a higher rate. 

The government deficit is estimated at 1.4% of GDP for 2014. Overall expenditure is under 
control, lower spending in other areas offsets higher capital and social spending. Pension 
indexation, increasing child benefits and assistance to vulnerable households with the cost 
of electricity will contribute to an increase in social benefits. Public sector wage increases are 
expected to match those in the private sector in view of the government’s initiative to reduce 
the pay gap, especially for skilled specialists. 

The gross government debt level is projected to reach 40% of GDP, including reserves 
accumulated for a large repayment of EU financial support due in 2015. Following this 
repayment, Latvia’s debt should decline over the following years, helped by a growth in GDP 
which should outpace the government’s net borrowing.10

Regarding capital inflows Latvia maintains measures constituting restrictions on liberalisation 
obligations under the Codes in the following areas: limits on acquisition of real estate by non-
residents and surcharges on bank liquidity and capital requirements for banks with higher 
ratios of non-resident deposits to total assets.
10 Source: http://ec.europa.eu/economy_finance/publications/european_economy/2014/pdf/ee7_en.pdf, accessed on 10 January 2015
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Further development of the economy will still be closely related to export possibilities, and 
therefore the highest risk to the growth of Latvia is related to global economic development. 
The growth of the national economy in the medium term will depend greatly on several 
factors. Growth of Latvia as a small open economy with a comparatively high degree of 
market liberalisation is significantly influenced by the development of global economy and 
maintenance of stable competitiveness. The overall dynamics of development of the EU 
economic space, as well as improvement of the geopolitical situation caused by the crisis in 
Ukraine, is of particular importance. The economic benefits of Latvia in the medium term are 
mainly based on the achieved macroeconomic stability, which has resulted in the improvement 
of credit ratings, as well as the efficiency of the planned structural fund support programmes 
and improvements in the business environment.

The more rapid development scenario expects that growth in the key export markets of Latvia 
will be resumed, and thus the benefits of the competitiveness of the Latvian economy are 
mainly based on technological factors, improvement of production efficiency and innovations, 
and less on a cheap labour force and cheap resources. Latvia may reach an increase of 4% in 
the annual growth rate in the medium term. The slower development scenario with weak 
growth in Europe and no improvements in the geopolitical situation caused by the crisis in 
Ukraine means the growth rate of the Latvian economy may be much slower.

2.3.2. Foreign direct investments
Privatisation was the main driver of FDI inflows as Latvia embarked on its transition to a market 
economy following its declaration of independence in 1991. By the end of 2013, the stock 
of inward FDI reached almost 50% of the GDP. FDI inflows received a boost following Latvia’s 
accession to the EU in 2004, particularly in the financial and real estate sectors. Inflows suffered 
a sharp decline from their 2007 peak with the inception of the global financial crisis, recovered 
in 2011 but remain volatile. Latvia’s outward FDI flows have grown more moderately and 

2005 2006 2007 2008 2009 2010 2011 2012 2013

Agriculture, forestry 4.3 3.7 3.8 3.3 3.7 4.5 3.9 3.7 3.6

Manufacturing 13.2 12.2 11.5 10.9 10.9 13.5 13.1 12.9 12.6

Electricity, gas, steam supply 2.2 2.1 2.1 2.5 3.5 4.0 3.6 3.4 3.1

Other industries 1.0 1.0 1.0 1.1 1.7 1.5 1.5 1.4 1.3

Construction 6.4 8.1 9.7 9.6 7.4 4.7 5.4 6.1 6.4

Trade and accommodation 17.8 18.1 17.1 15.4 16.4 16.9 16.3 15.7 15.8

Transport and storage 12.3 9.8 8.4 9.2 10.3 10.2 10.2 10.3 9.7

Other commercial services 27.5 29.7 30.8 30.9 29.0 28.6 30.4 31.3 32.7

Public services 15.2 15.4 15.7 17.0 17.2 16.2 15.6 15.2 14.8

GDP 100 100 100 100 100 100 100 100 100

Table 2: Structure of the economy (by GDP, %)

 
Source: Ministry of Economics of Latvia
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remain lower than inflows; they also show a marked decline at the inception of the global 
financial crisis and subsequent recovery.

Most of Latvia’s inward FDI originates from neighbouring countries and other EU member 
states, led by Sweden, which accounted for 22% of accumulated investments by the end of 
2014, and the Netherlands for 8%. 

Figure 2: Latvia's FDI inflows and outflows, 2000-2014 q3 (EUR million)

 
 Source: www.bank.lv

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 q3

356 296 212 197 803 834 1 543 1 765 660 -54 111 1 176 898 1 312 166

10 15 14 38 87 63 124 275 105 -122 50 -2 176 316 -279

Figure 3: Latvia’s FDIs inward stocks by sector by q3 2014

 
Source: www.bank.lv
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Swedish FDI is focused on financial services (59%) but 24% is invested in the real estate sectors. 
Some 76% of the Netherlands' FDI accounts for real estate, transport, and storage of goods as 
well as the trade sector. A large proportion of the Cypriot FDI is a consequence of the Cypriot 
financial crisis of 2012 and 2013. Estonian FDI results from “transit investment” by Scandinavian 
and other investors through regional head offices established in Estonia. In 2011, investment 
from within the EU comprised around 70% of total FDI inflow.

Latvia’s inward FDI stock data by sector shows a concentration in financial services (25% 
in 2014), with real estate operations, manufacturing and wholesale and retail trade each 
accounting for an almost equal share of 12% of the total FDI stock in 2014. FDI inward stock for 
energy is currently only 4% and is considered an attractive area of investment after the energy 
market liberalisation, which has been completed in the electricity sector and is ongoing in the 
natural gas sector. 

Figure 4: Latvia’s FDIs outward stocks by sector by q3 2014

 
Source: www.bank.lv
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Outward FDI shows a pattern similar to that for inward FDI with a strong concentration in 
neighbouring countries and EU member states. By sector, financial services and trade each 
account for one-third of 2014 stocks.

2.3.3. Investment policy
The Investment and Development Agency of Latvia (LIAA) and the Ministry of Economics 
of Latvia are responsible for developing and implementing investment policy. Currently the 
POLARIS process is being implemented and promoted to investors by LIAA.

The POLARIS process is an investment strategy focused on the economic growth and 
development of Latvia. The strategy is based on an alliance between the public sector including 
national and local governments, the private sector covering national and international 
companies, investors willing to invest in Latvia, and, finally, major Latvian academic institutions 
incorporating the main universities and research institutions.11

After three years of research on world economic trends, seven target sectors were identified 
with the greatest potential and expertise based on Latvia’s competitive advantages. LIAA 
particularly focuses on and sees potential investment opportunities for foreign investments 
in the following sectors: woodworking, metalworking and mechanical engineering, transport 
and storage, information technology (including global business services), environmental 
technology, healthcare, life sciences and food processing.12

The government encourages investments in Latvia and investors are provided with incentives 
in different forms. Tax incentives include: special economic zones; corporate income tax 

Inflow 2000 2010 2013 2014 q3  Outflow 2000 2010 2013 2014 q3  

TOTAL 1818 8184 11570 11736 100% TOTAL 21 670 1160 881 100%

Sweden 192 1055 2465 2550 22% Lithuania 11 147 214 197 22%

Netherlands 53 551 991 907 8% Switzerland 0 131 184 171 19%

Cyprus 1 401 814 858 7% Estonia 2 73 113 74 8%

Germany 150 422 547 679 6% Cyprus 1 41 70 73 8%

Russian 
Federation

107 337 565 676 6% Belarus 0 23 39 37 4%

Norway 101 250 589 631 5% Ukraine 1 38 39 34 4%

Estonia 164 1158 597 549 5% Poland 0 32 31 34 4%

Denmark 186 576 459 500 4%
Russian 

Federation
4 34 47 30 3%

Lithuania 8 254 408 387 3% Luxembourg 0 0 135 24 3%

United 
Kingdom

94 181 335 310 3% Belize  1 19 19 2%

Other 762 2999 3799 3688 31% Other 2 152 268 186 21%

Table 3: Breakdown of Latvia’s FDI inward and outward stocks (EUR million)

 
Source: www.bank.lv

11 Source: http://www.polarisprocess.com/home/polaris/, accessed on 27 January 2015
12 Source: http://www.liaa.gov.lv/invest-latvia/investor-business-guide/promising-business-sectors, accessed on 27 January 2015
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rebate for large-scale investment projects; beneficial depreciation ratio for new technological 
equipment; loss carry forward; holding company regime. The state employment agency 
provides help in finding skilled labour. Incentives for R&D, state credit guarantee, state and 
EU loans as well as a chance to attract venture capital from the European Investment Fund’s 
JEREMIE are all at the investors’ disposal. Starting with the liberalisation of the energy market in 
the domestic sector the potential for FDI attraction will increase and provide new opportunities 
for international investors. 

2.3.4. Doing business in Latvia 
This section of the report will concentrate on the summary “Doing Business 2015”. This is a 
study which has been produced by the World Bank Group on an annual basis since 2003. The 
report for 2015 ranks 189 countries in terms of business conditions from 2 June 2013 until 1 
June 2014. The report contains quantitative measures of regulations for starting a business, 
dealing with construction permits, employing workers, registering property, getting credit, 
protecting investors, taxes, trading across borders, enforcing contracts, getting an electricity 
connection and closing a business. The report by the World Bank Group measures regulations 
affecting 11 areas of the life of a business.13

Latvia is ranked 23 among 189 countries. For policy-makers and potential investors knowing 
where the economy stands in the aggregate ranking on the ease of doing business is useful. 
It is important to know how Latvia ranks relative to comparator economies and relative to 
the regional average. The economy’s rankings and distance to frontier scores on the topics 
included in the ease of doing business ranking provide another perspective.

13 Source: http://www.doingbusiness.org/reports/global-reports/doing-business-2015, accessed on 27 January 2015

Country Latvia

Doing Business 2015 Rank 23

Region Europe & Central Asia

Income category High income

Population 2,013,385

GNI per capita (US$) 15,280

Table 4: Economic overview

 
Source: Doing Business 2015
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Figure 5: EU countries in Doing Business 2015

 
Source: Doing Business 2015

Figure 6: Latvia and comparator economies - ranking on the ease of doing business

 
Source: Doing Business Report 2015
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The World Bank has recognised Latvia as one of the TOP 30 leaders that have implemented 
major reforms to improve the business environment in more than three areas over the past 
two years. 

As shown in Figure 7, Latvia has a very positive ranking in most areas but ranked only 89 in 
the category of getting electricity. Another area that has shown improvement is protection of 
minority investors where the country was ranked 49, one place lower in comparison with 2014 
because of the methodological approach. 

According to “Doing Business 2015” Latvia has improved its performance in terms of paying 
taxes and registering property indexes. The relevant index for this year has repeatedly observed 
improvements; Latvia has moved up four places (24th) thanks to the reforms carried out in the 
last two years in the field of tax declaration and development of the electronic declaration 
system. In the field of real estate registration Latvia is ranked 32nd, having improved its position 
by one place. 

Figure 7: Rankings on Doing Business topics - Latvia

 
Source: Doing Business Report 2015
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It should be noted that no procedures were strengthened or increased in terms of cost, 
rank or time in 2014 and 2015. The other topics reported by “Doing Business 2015” which 
are subject to a negative change from 2014 to 2015 are due to a mixture of reasons: change 
in methodological approach in the report and outside factors. All such issues are currently 
targeted for improvement by new legislation which will come into force in the near future.

Measures to improve the business environment in Latvia have been implemented since 
1999 when the Ministry of Economics prepared the first Action Plan to Improve the 
Business Environment. Every year, together with a wide range of organisations representing 
entrepreneurs, such as the National Economic Council, the Foreign Investors Council in Latvia, 
the Latvian Chamber of Commerce and Industry, and the Employers' Confederation of Latvia, 
the plan is updated and approved by the government. The aim of the Plan is "simple and high 
quality services in business: more e-services", and it includes actions to be taken to overcome 
burdensome requirements identified by entrepreneurs in all business cycle areas.14

Within the framework of the Plan around 520 actions have so far been introduced and Latvia 
made: 

- starting a business easier by introducing on-line business registration, reducing the 
minimum capital and providing a one-stop shop for company and tax registration;

- simplified construction process by approving the construction law and amending 
subordinated construction regulations;

- made tax and accounting more business friendly by implementing an electronic declaration 
system at the State Revenue Service and devising a simplified process for filling out the 
declarations;

- enhanced insolvency regulation by introducing a new insolvency law in 2010 and 
amending in 2014 regulations that adjust procedures on creditor claim satisfaction;

Latvia Doing Business 2014 Doing Business 2015 Change

Starting a business 26 36 -10

Dealing with construction permits 46 47 -1

Getting electricity 82 89 -6

Registering property 33 32 +1

Getting credit 19 23 -3

Protecting minority investors 48 49 -1

Paying taxes 28 24 +4

Trading across borders 26 28 -2

Enforcing contracts 15 16 -1

Resolving insolvency 38 40 -2

Table 5: Doing Business two-year comparison of rankings by topic

 
Source: Doing Business 2015 

14 Source: Improvements of Business Environment in 2014 Report by LIAA
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- enforcing contracts more equitably through an improved framework for mediation and 
arbitration, as well as introducing special legal procedures on business dispute-related 
matters.

Figure 8: What it takes to start a business in Latvia

 
Source: Doing Business 2015

No. Procedure Time to 
complete Cost to complete

1

Complete signatories’ cards and companies deeds, certification of 
cards by a notary 

Agency: Public Notary 

1 day EUR 26

2
Open a bank account and get a receipt of reference from the bank 

Agency: Bank 
1 day EUR 10

3

Register at the Commercial Registry and register with State Revenue 
Service (tax authority) for VAT

Agency: Commercial Registry and State Revenue Service 

10 days EUR 169

4

Register employees for mandatory state social insurance 
contribution with the State Revenue Service 

Agency: State Revenue Service 

Less than one day 
(online procedure)

No charge

Table 6: Summary of time, cost and procedures for starting a business in Latvia

 
Source: Doing Business 2015
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The Business Survey of Administrative Procedure Impact upon the Business Environment is 
another important tool for evaluating the business environment in Latvia. Its main objective 
is to canvass the opinions of Latvia’s business leaders about various administrative procedures 
at both state and municipal level. About 7000 entrepreneurs participate in the survey and 
evaluate the procedures in such areas as registering a business, obtaining licences, registering 
real estate, obtaining a construction permit, regulating labour relations, paying taxes, closing a 
business, dealing with inspections, applying for state aid, getting credit, etc. (the methodology 
was the result of close cooperation between the government of Latvia and high-level experts 
of the World Bank in 2001 and covers all Doing Business surveyed areas).

The results of the Business Survey for 2014 show that entrepreneurs spend 13% of their working 
time on average dealing with issues related to administrative requirements (compared with 
37% on average in 2005). In 2014 all areas surveyed, like regulatory requirements, administrative 
procedures, etc., were judged less likely to hinder business development than they were in 
previous studies (since 2001).



3. Legislative Framework for Foreign 
Investment in the Energy Sector 
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3. Legislative Framework for Foreign Investment in the Energy Sector 
3.1. Description of the legislation relevant to investment

Constitutional provisions and legal system in relation to international treaties

The Constitution does not regulate the hierarchy of legal acts. The hierarchical system is derived 
from rules set in the Constitutional Court Law15 (adopted on 5 June 1996), the Administrative 
Procedure Law16 (adopted on 25 October 2001) and the Law on Official Publications and 
Legal Information17 (adopted on 31 May 2012). The hierarchical system of legal acts in Latvia 
comprises the following:

1) Constitution;

2) international agreements approved by the Parliament;

3) laws;

4) acts of the Cabinet of Ministers (including acts of derived legal persons according to 
Article 9(2) of the Law on Official Publications and Legal Information);

5) municipal rules.

Therefore, the Constitution of Latvia generally prevails over international treaties except in 
the case of conflict between an international legislative provision and a Latvian legislative 
provision with equal legal force when the former provision prevails.

Article 68 of the Constitution of Republic of Latvia18 (adopted on 15 October 1922) states: 

“All international agreements, which settle matters that may be decided by the 
legislative process, require ratification by the Parliament.

Upon entering into international agreements, Latvia, with the purpose of strengthening 
democracy, may delegate part of its State institution competencies to international 
institutions. The Parliament may ratify international agreements in which some of the 
State institution competencies are delegated to international institutions in sittings in 
which at least two-thirds of the members of the Parliament participate, and a two-
thirds majority vote of the members present is necessary for ratification.

Membership of Latvia in the European Union is to be decided by a national referendum, 
which is proposed by the Parliament. Substantial changes in the terms regarding the 
membership of Latvia in the European Union are to be decided by a national referendum 
if such a referendum is requested by at least half of the members of the Parliament”.

The law on international treaties of the Republic of Latvia19 (adopted on 13 January 1994) 
governs this process. It aims to define the procedures for signing, execution, denunciation 
and other issues related to international agreements by the Republic of Latvia in relation to 
international treaties.

If an international treaty ratified by the Parliament includes provisions other than those 
stipulated in the existing and adopted Latvian laws, the provisions of the newly ratified 
international treaty are considered to be in force and the provisions of existing and adopted 
Latvian laws inoperative.
15 Source: http://likumi.lv/doc.php?id=63354, accessed on 10 February 2015
16 Source: http://likumi.lv/ta/id/55567-administrativa-procesa-likums accessed on 10 February 2015
17 Source: http://likumi.lv/doc.php?id= 249322, accessed on 10 February 2015
18 Source: http://likumi.lv/doc.php?id=57980, accessed on 10 February 2015
19 Source: http://likumi.lv/doc.php?id=57840, accessed on 10 February 2015
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Establishment of enterprises, entrepreneurship and corporate laws

Issues related to the establishment of enterprises, entrepreneurship and corporate laws are 
governed by the Commercial Law20 (adopted on 13 April 2000), Group of Companies Law21 
(adopted on 23 March 2000) and Co-operative Societies Law22 (adopted on 5 February 1998).

At the moment any international investor can do business in Latvia using one of the following 
corporate legal entity forms. 

Individual entrepreneur: an individual registered as an entrepreneur with the Commercial 
Register. An individual entrepreneur may conclude transactions which are associated with 
commercial activities utilising his/her firm name. An individual entrepreneur is liable for his 
obligations with the whole of his or her assets. A claim against an individual entrepreneur 
which arises from the performance of his/her commercial activities has a statute of limitations 
period of three years after deletion from the Commercial Register if the claim is not subject to 
a shorter statute of limitations period.

General Partnership: a partnership, the purpose of which is the performance of commercial 
activities utilising a joint firm name and in which two or more members have united, on the basis 
of a partnership agreement, without limiting their liability regarding creditors of the general 
partnership. The interrelationships between the members of a partnership are conducted 
in accordance with the provisions of the partnership agreement. Members of a partnership 
are personally liable for the obligations of the partnership including their property as joint 
debtors. A partnership can be terminated when its expiry date is reached, on the decision of 
the members of the partnership, on the commencement of bankruptcy proceedings or by 
court adjudication.

Limited Partnership: a partnership, the purpose of which is the performance of commercial 
activities utilising a joint firm name and to which two or more members have agreed on 
the basis of a partnership agreement. If the liability of at least one of the members of the 
partnership in relation to the creditors of the partnership is limited to the amount of their 
contribution the partnership is considered limited.

Capital Company: a commercial company, the equity capital of which consists of the total 
sum of the nominal value of equity capital shares or stock. A capital company is a limited 
liability company or a stock company. A limited liability company is a private company, the 
shares of which are not publicly tradable objects. A stock company is a public company, the 
shares (stock) of which may be publicly tradable objects. A company is deemed to be founded 
and acquire the status of a legal entity from the date when it is registered in the Commercial 
Register. A company is liable for its obligations concerning its property but not liable for the 
obligations of its shareholders and shareholders nor for the obligations of the company. The 
main difference from the other types of entities is that capital companies require equity capital. 
Depending on the type of company, equity capital may vary from 2 800 EUR for a limited 
liability company to 35 000 EUR for a stock company. 

Equity capital can be paid with money or property contributions and the type of payment is 
determined by the memorandum of association. Contributed property becomes the property 
of the company. Property contributions may be tangible or intangible and valued in terms of 
money, which may be used in the commercial activities of a company. 
20 Source: http://likumi.lv/doc.php?id=5490 accessed on 10 February 2015
21 Source: http://likumi.lv/ta/id/4423-koncernu-likums accessed on 10 February 2015
22 Source: http://likumi.lv/ta/id/47009-kooperativo-sabiedribu-likums accessed on 10 February 2015
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Branches and Representative Offices of Foreign Merchants: an organisationally independent 
part of a corporation, which is territorially or otherwise separated from the principal undertaking 
and at the location of which commercial activities are systematically performed in the name 
of the merchant. The provisions of the Commercial Law are applied to branches of foreign 
merchants. A foreign company is fully liable for the obligations of its branch. The person who 
is authorised to represent activities of the foreign merchant which are related to the branch 
and the scope of such powers must be registered with the Commercial Register. A foreign 
merchant has the right to open a representative office in Latvia. 

Foreign companies may establish a representative office in order to carry out representational 
and promotional activities. A representative office is not a legal entity, and it does not have a 
right to conduct commercial activities in Latvia.

The most popular legal entity in Latvia is a capital company but in recent years, with the 
introduction of new regulations, the number of individual merchants has grown. 

2012 2013 2014

Stock company (AS) 45 42 30

Branches of foreign merchants (AKF) 26 34 25

Branches (FIL) 57 63 15

Individual merchant (IK) 1012 1000 1557

Limited partnership(KS) 4 6 7

General partnership(PS) 11 17 19

Limited liability company (SIA) 2763 2593 3662

Table 7: Number of newly registered companies for 2012 to 201423 

 
Source: www.lursoft.lv

23 Source: http://www.lursoft.lv/lursoft-statistika/Uznemumu-registra-un-komercregistra-subjektu-likvidacijas-dinamika-sadalijuma-pec-to-uznemejdarbibas-
formas&id=124, accessed on 10 February 2015
24 Source: http://www.lursoft.lv/lursoft-statistika/Uznemumu-registra-un-komercregistra-subjektu-likvidacijas-dinamika-sadalijuma-pec-to-uznemejdarbibas-
formas&id=124, accessed on 10 February 2015

Figure 9: Most popular forms of corporate legal entities by the end of 201424 

 
 Source: www.lursoft.lv
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The procedure for establishing a legal entity may vary depending on the type of entity that is 
required to carry out planned activities. A common requirement for all types, however, is the 
need to be registered on the Commercial Register. The Registrar can provide information on 
the necessary steps and the type of entity a business needs. 

To set up a company in Latvia, the founder(s) must prepare and sign the company’s articles 
of association, form the company’s governing bodies, subscribe to the share capital, pay 
the relevant fees and register the company with the Registry of Enterprises. The registration 
application must be signed by all founders and be notarised. Entries made in the Commercial 
Register are published in the official newspaper, “Latvijas Vēstnesis”, and simultaneously in 
electronic form in the official database.

The Law on Foreign Investment in Republic of Latvia (adopted on 5 November 1991) regulated 
all foreign investment issues until it was no longer in force and its functions were replaced 
mostly by the Commercial Law and other relevant legislation on 1 January 2001. 

Legislation on land, immovable property, real estate acquisition

The Law on Land Privatisation in Rural Areas25 (adopted on 9 July 1992) provides that land in 
Latvia without any restrictions can be acquired by:

- Latvian citizens and other nationals of member states of the European Union and the 
European Economic Area and the Swiss Confederation;

- capital companies registered in the Republic of Latvia as well as in other European Union 
or the European Economic Area or a Swiss Confederation registered corporation that has 
registered as a taxpayer in Latvia; 

- all participants, whether natural or legal persons from countries with which the Latvian 
Republic has concluded international agreements on investment promotion and 
protection, approved by the Parliament until 31 December 1996. This also applies to natural 
or legal persons from countries with which international agreements were concluded after 
31 December 1996;

- registered religious organisations in Latvia;

- associations and foundations on the register of associations and foundations of Latvia.

Latvian legislation places no restrictions on the acquisition or transfer of ownership rights to 
real estate in cities for citizens of Latvia, citizens of EU member states, and companies in which 
more than 50 % of equity is owned by citizens of Latvia, citizens of EU member states, (the same 
principle applies to companies where more than half of the fixed capital belongs to natural 
or legal persons from states with which the Republic of Latvia has entered into international 
contracts regarding the promotion and protection of investments); however, foreign nationals 
from third countries are subject to restrictions on the acquisition of land in state border zones, 
specially protected areas, natural resource extraction areas, and agricultural or forest land. It 
should be noted that certain exemptions are made for citizens and legal entities owned by 
the citizens of states counterparties to the investment protection agreements of the Republic 
of Latvia.

Immovable property (including buildings, land, apartments and other premises) rights, 
transactions and changes in the legal status of the real estate must be recorded in the Land 
Register. Rights related to immovable property must be corroborated in the Land Register in 

25 Source: http://likumi.lv/doc.php?id=74241, accessed on 12 February 2015
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accordance with the requirements specified in the Law on Recording of Immovable Property26 
(adopted on 30 January 2007). 

The property owner cannot damage or modify the energy traders’ objects installed on his/her 
property or take action that would block other energy supplies to customers. The energy trader 
pays the property owner losses directly related to the new energy trader object installations, 
restricted use of land or existing facility maintenance and repair. The calculation and payment 
of remuneration are determined by the Cabinet of Ministers.

Competition legislation

Competition legislation is regulated mainly by two laws, the Competition Law27 (adopted 
on 4 October 2001) and the Law on Regulators of Public Utilities28 (adopted on 19 October 
2000). The purpose of the Competition Law is to protect, maintain and develop free, fair and 
equal competition in the interests of the public in all economic sectors by restricting market 
concentration, imposing as a duty the termination of activities prohibited by the regulatory 
enactments governing competition, and by calling to account persons at fault in accordance 
with procedures prescribed by regulatory enactments. This law applies to market participants 
and to any registered or unregistered groups of market participants. The Competition Council 
is an institution directly responsible for administration of the law.

The Competition Council monitors the observance of the prohibition against the abuse of 
power and prohibited agreements by market participants, prescribed in this law as well as 
the observance of the Advertising Law29 (adopted on 20 December 1999) within the scope of 
its competence, examining submitted notifications regarding agreements between market 
participants and taking decisions in respect of them, restricting market concentration by 
taking decisions in relation to mergers of market participants and co-operating with relevant 
foreign institutions.

The Competition Council makes decisions regarding:

- the initiation or non-initiation of a case;

- the extension of the time period for a decision process;

- the determination of violations, imposition of legal obligations and fines;

- the termination of the investigation of a case;

- mergers of market participants;

- notified agreements;

- violations of the Advertising Law.

Agreements between market participants that hinder restrict or distort competition in Latvia 
are prohibited and null and void from the moment of being entered into. Types of agreements 
that are prohibited include direct or indirect fixing of prices and tariffs in any manner; restriction 
or control of the volume of production or sales, markets, technical development, or investment; 
allocation of markets; application of unequal provisions in equivalent transactions with third 
persons which for them create disadvantageous conditions in terms of competition and action 

26 Source: http://likumi.lv/doc.php?id=42284, accessed on 10 February 2015
27 Source: http://likumi.lv/ta/id/54890-konkurences-likums, accessed on 11 February 2015
28 Source: http://likumi.lv/ta/id/12483-par-sabiedrisko-pakalpojumu-regulatoriem, accessed on 11 February 2015
29 Source: http://likumi.lv/ta/id/163-reklamas-likums, accessed on 11 February 2015
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(inaction), as a result of which another market participant is forced to leave a relevant market or 
the entry of a potential market participant into a relevant market is made difficult.

The Law on Regulators of Public Utilities ensures the possibility of receiving continuous, safe 
and qualitative public utilities with prices that are in line with the costs of utilities, as well 
as promoting the development of economically substantiated competition in regulated 
sectors. This law prescribes the general procedure for the regulation of public utilities and 
basic principles for the development and operation of the regulatory system. The following 
sectors are governed by this law: energy, electronic communications, postal services, railway 
transport, municipal waste management and water management. Public utilities are regulated 
by the Public Utilities Commission. 

Providers of public utilities calculate tariffs for public utilities in the regulated sectors in 
accordance with the methodology determined for tariff calculation and at their own initiative 
or the request of the Public Utilities Commission, submit drafts of the calculated tariffs together 
with a breakdown of the costs making up the tariffs referred to in the draft tariff calculation. 
If the Public Utilities Commission determines that the draft tariffs have been calculated 
incorrectly or the costs making up the tariffs referred to in the draft tariff calculation are not 
substantiated, providers of public utilities may be asked to perform recalculation of the draft 
tariffs or be prohibited from applying the draft tariffs.

Corporate taxation

Corporate income tax is governed by the Law on Corporate Income Tax30 (adopted on 9 
February 1995). Latvian resident companies are subject to income tax on their worldwide 
income. Non-resident companies without a permanent establishment in Latvia are subject 
to tax on their Latvian income. Resident companies include companies registered in Latvia 
and companies incorporated in foreign countries that are registered in Latvia as branches or 
permanent establishments. All other companies are considered to be non-resident companies. 

Non-resident companies operating through a permanent establishment in Latvia are subject 
to tax on income derived by the permanent establishment in Latvia as well as on income 
independently derived abroad by the permanent establishment. If a non-resident company 
engages directly in business activities that are similar to the business activities performed by 
its permanent establishment or subsidiary in Latvia, income derived from the non-resident 
company’s activities is included in the taxable income of the permanent establishment or the 
subsidiary.31 Income tax rate for companies is 15%. 

30 Source: http://likumi.lv/doc.php?id=34094, accessed on 12 February 2015
31 Source: http://www.ey.com/Publication/vwLUAssets/Worldwide_corporate_tax_guide_2014/$FILE/Worldwide%20Corporate%20Tax%20Guide%202014.pdf, 
accessed on 12 February 2015
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Companies can enter into agreements with the management of the Liepaja or Rezekne special 
economic zones or the Riga and Ventspils free ports in order to receive tax benefits such as 
80% rebate of corporate income tax on income incurred in the special economic zone and an 
80% rebate of withholding tax on management and consulting services fees and royalties paid 
to non-residents.

Companies may apply for corporate income tax rebates on investments of more than 10 
million EUR in long-term investment projects supported by the government. The Ministry of 
Economics decides if the project is supported and whether or not it is in agreement with 
criteria specified in the Law on Corporate Income Tax for the granting of the tax benefits. Tax 
benefits include:

- 25% of the whole initial investment amount up to 50 million EUR;

- 15% of the part of the whole initial investment amount that exceeds 50 million EUR.

Taxable income is the income reported in a company’s profit and loss statements, prepared 
in accordance with the Law on Accounting32 (adopted on 10 October 1992) and subject to 
certain adjustments specified in the Law on Corporate Income Tax. Dividends paid by a resident 
company out of profits taxed under the Law on Corporate Income Tax are not included in the 
taxable income of a resident recipient company.

Income or loss on the disposal of equity shares is excluded from the taxable revenue of the 
taxpayer, except for shares of a commercial company that is a resident of a state or territory 
that has been recognised as a low-tax or tax-free state or territory in accordance with Cabinet 
Regulations. For non-resident companies without a permanent establishment in Latvia, the 
final withholding tax is imposed on proceeds received from the sale of Latvian real estate, as 
well as from the sale of shares of a company if in the tax year of the sale or in the preceding 
year 50% or more of the company’s assets directly or indirectly consists of real estate located 
in Latvia. Withholding tax at a rate of 2% is imposed on income from the sale of Latvian real 

Name Rate

Corporate Income Tax Rate 15%

Branch Tax Rate 15%

Withholding Tax

Dividends 0/10/30 %

Interest 0/5/15 %

Royalties 0/15 %

Management and Consulting Fees 0/10/15 %

Net Operating Losses (Years)

Carry back 0

Carry forward Unlimited

Table 8: Important tax rates, April 2014

 
Source: Ernst & Young Baltic

32 Source: http://likumi.lv/doc.php?id=66460, accessed on 12 February 2015
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estate or from the sale of a company’s shares. A resident company is not taxed on dividends 
received from a non-resident company unless the payer company is a resident of a state or 
territory that has been recognised as a low-tax or no-tax state or territory in accordance with 
Cabinet Regulations.33

The tax year is either the calendar year or another year stipulated in the charter of the company. 
An annual income declaration must be filed with the State Revenue Service.

Resident companies may use foreign tax credit on foreign tax paid on taxable income earned 
abroad. The amount of credit may not exceed an amount equal to the tax that would be 
imposed in Latvia on the income earned abroad.

Latvian law requires the arm’s-length principle to be followed in all related-party transactions. 
The Latvian tax authorities may reassess transactions between related parties and recalculate 
the tax base if the prices applied in related-party transactions are not at arm’s length. Transfer-
pricing methods, such as the comparable uncontrolled price, resale price, cost-plus, profit-split 
and transactional net margin methods, may be used to assess whether the prices applied in 
controlled transactions are consistent with the arm’s-length principle.34

Starting from 2008 tax losses incurred may be carried forward indefinitely. Before 2008 tax 
losses could be carried forward only for eight years. Losses may not be carried back. From 1 
January 2014, the intragroup transfer of losses is abolished. 

The official currency of Latvia is the euro since 1 January 2014. No significant foreign-exchange 
controls are imposed in Latvia.

33 Source: http://www.ey.com/Publication/vwLUAssets/Worldwide_corporate_tax_guide_2014/$FILE/Worldwide%20Corporate%20Tax%20Guide%202014.pdf, 
accessed on 12 February 2015
34 Source: http://www.ey.com/Publication/vwLUAssets/Worldwide_corporate_tax_guide_2014/$FILE/Worldwide%20Corporate%20Tax%20Guide%202014.pdf, 
accessed on 12 February 2015

Nature of tax Rate

Value-added tax on goods and services, including imports

Standard rate 21 %

Medical services, and supplies of books and subscriptions 12 %

Exports 0 %

Social security contributions, paid by

Employer 23.59 %

Employee 10.5 %

Property tax; applies to land, engineering structures and buildings, except for residential buildings 1.5%

Property tax on residential buildings

Cadastral value under 56 915 EUR 0.2 %

Cadastral value between 56 915 EUR and 106 715 EUR 0.4 %

Cadastral value above 106 715 EUR 0.6 %

Table 9: Other important tax rates, April 2014

 
Source: Ernst & Young Baltic
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Legislation regulating the publishing of laws and other legal acts; subjects of publishing 

Article 90 of the Constitution (“Everyone has the right to know about his or her rights”) 
establishes access to legal acts as a human right on the national level. The purpose of the 
Law on Official Publications and Legal Information35 (adopted on 31 May 2012) is to ensure 
the right of private individuals to be informed regarding their rights and duties, regulating the 
proclamation, publication and validity of and access to legal acts and official notices binding 
thereto. It also establishes the status of the official gazette where all laws and acts of the 
Cabinet of Ministers are published. Municipal rules issued by republic cities or municipalities 
are also published in the official gazette, and all municipal rules are published on the website 
of the respective local government. The official gazette is available freely and free of charge in 
permanent online mode on the website www.vestnesis.lv.

In accordance with the Law on Official Publications and Legal Information, the state agency 
Latvijas Vēstnesis is tasked with the systematisation (consolidation) of legal acts. The 
systematised legal acts are published on the website www.likumi.lv; however, the consolidated 
legal acts are not formally legally binding as they do not have the status of official publications. 
The website also contains English translations of selected consolidated legal acts which, if 
current, are available from the profile of the respective legal act under the section “Related 
documents”. These translations are produced by the State Language Centre, an institution 
subject to the supervision of the Ministry of Justice, upon requests from the government 
authorities, and subsequently made freely accessible to the general public. 

Court judgments are published in accordance with the Law on Judicial Power36 (adopted 
on 15 December 1992). It states that judgments of court made during open court will be 
published on the Internet homepage after their entry into effect, unless it has been laid down 
otherwise in the law, and court decisions will be published in the amount stipulated by the 
Cabinet. A searchable database of published judgments is available at the website www.tiesas.
lv. Selected judgments and decisions of the Supreme Court are regularly published on the 
website of the Supreme Court, www.at.gov.lv.

Judgments of the Constitutional Court are published in accordance with the Constitutional 
Court Law37 (adopted on 5 June 1996) which requires judgments and decisions to terminate 
judicial proceedings to be published in the official gazette. In practice, the judgments and 
decisions to terminate judicial proceedings are also promptly made available on the Court’s 
website, www.satv.tiesa.gov.lv.

Legislation regulating conditions for entry stay and work of foreign natural persons38

Conditions for entry are regulated by the Immigration Law39 (adopted on 31 October 2002) 
and Council Regulation (EC) No. 539/2001. Latvia is part of the Schengen area and is regulated 
by all the applicable legislation. 

Foreign nationals holding a residence permit issued by Latvia, or a document considered to be 
equivalent to one, may travel freely within the territory of other countries, and members of the 
Schengen Agreement for no more than 90 days in any 180-day period if they comply with the 
provisions of Article 5 of the Schengen Borders Code:

35 Source: http://likumi.lv/doc.php?id=249322, accessed on 18 February 2015
36 Source: http://likumi.lv/ta/id/62847-par-tiesu-varu, accessed on 18 February 2015
37 Source: http://likumi.lv/doc.php?id=63354, accessed on 18 February 2015
38 Source: http://www.mfa.gov.lv/en/consular-information, accessed on 24 February 2015
39 Source: http://likumi.lv/doc.php?id=68522, accessed on 24 February 2015
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- they are in possession of a valid travel document

- they can justify the purpose and conditions of the intended stay;

- they have sufficient means of subsistence, both for the duration of the intended stay and 
for the return to their country of origin

- they are not persons for whom an alert has been issued in the Schengen Information 
System for the purposes of refusing entry;

- they are not considered to be a threat to public policy, internal security, public health or the 
international relations of any of the member states.

A citizen of a Schengen Agreement member state holding a valid travel document (passport 
or identification card) does not require a visa in order to enter and reside in Latvia for a period 
of up to three months. If a citizen of a Schengen Agreement member state wishes to reside 
in Latvia for more than 90 days counting from the first day of entry, s/he must register with 
the Office of Citizenship and Migration Affairs and receive a registration certificate. It is not 
necessary to register with the Office of Citizenship and Migration Affairs if the citizen:

- resides in the Republic of Latvia up to six months per year counting from the first day 
of entry if the aim of residence is the establishment of employment relationship in the 
Republic of Latvia. If after the end of the six months’ period the citizen has not established 
the employment relationship, s/he and his/her family members may continue residing 
in the Republic of Latvia without registering with the Office provided that there is proof 
that the citizen is continuing to search for work and it is justified to believe that s/he will 
establish an employment relationship;

- is employed in Republic of Latvia but lives in another European Union Member State to 
which s/he is returning once per week;

- is a student of an educational institution registered in the Educational Institutions Register 
of the Republic of Latvia, and his/her expected length of residence in the Republic of Latvia 
does not exceed one year.

Foreigners entering and residing in the Republic of Latvia must have a valid health insurance 
policy, which guarantees the covering of expenses related to health care in the Republic of 
Latvia, including transportation back to the country of residence in the case of serious illness.

The Schengen visa gives a foreigner the right to stay in Latvia and in other Schengen member 
states. The uniform visa has two types – A and C – depending on the purpose of entry. The 
A-type visa is intended for crossing the international transit zone at the airport of a Schengen 
member state. The C-type visa is issued if a foreigner wishes to visit or transit one or more 
Schengen member states. Type-D visas are applicable in the case of foreigners who need to 
stay in Latvia more than 90 days. 

If a third-country national needs to enter a Schengen member state but there are circumstances 
forbidding a uniform visa valid in all Schengen member states, s/he may be granted a visa 
with a limited territorial validity. This means that the visa is not valid for entering all Schengen 
member states, but only those indicated on the visa. If it is stated on the visa that it is valid 
only for Latvia, a foreigner is barred from entering other Schengen member states. Visas with 
limited territorial validity may be issued for transit or a short-term visit to a Schengen member 
state of no more than 90 days in any 180-day period.
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Legislative framework for privatisation

The Latvian Republic distinguishes between two types of state-owned companies sales 
processes (privatisation).

First, the process of privatisation. Privatisation is one of the national reform processes (land 
reform, property of the rightful owner's return process, etc.), with the task of restoring 
independence of the Latvian Republic and moving it from a command economy to a market 
economy. Privatisation aims at changing the state or municipal property owners, to create 
a favourable environment for private equity activity and narrow activity with the state and 
local governments as merchants. Order in which privatisation of the state or local government 
property objects is established by Law on State and Municipal Asset Privatisation40 (adopted 
on 17 February 1994). The state property privatisation process is organised by the national 
joint-stock company "Privatizācijas aģentūra" (Privatisation Agency) and municipal property by 
the Municipal Property Privatisation Commission. The privatisation process can be performed 
in various ways (sale of objects at auction, sale to a certain person, etc.). Payments for state or 
municipal property must be made in euros and/or privatisation certificates. The decision on 
state asset privatisation is made by the Cabinet of Ministers, except for municipal property 
treated by the city council or county council. Currently, goals of the privatisation process have 
been reached and the completion of the privatisation process has commenced. Accordingly, 
the Cabinet of Ministers can no longer decide on new state-owned shares for privatisation, 
but can only make decisions on sale of shares in accordance with the Law on Public Personal 
Shares and Capital Companies Management41 (adopted on 16 October 2014). 

The second process is the process of divestment. A sale (divestment) is the process whereby 
state-owned shares are sold in accordance with the Law on Public Personal Shares and Capital 
Companies Management. The Privatisation Agency is the institution responsible for performing 
the divestment process. The decision on the sale of shares remains with the highest governing 
body of a public institution. The Cabinet of Ministers must approve this decision on the sale of 
shares. In this process, sale by auction is the disposal method. The divestment process does not 
impose any conditions or restrictions on the divested company or the new owner that would 
fall outside the general civil or commercial regulations.

In accordance with the Law on State and Municipal Property Privatisation and Completion of 
Use of Privatisation Certificates (adopted on 16 June 2005) JSC “Latvenergo” shares are public 
property and should not be divested or privatised. “Latvenergo”-owned infrastructure, power 
distribution and telecommunications networks and equipment also cannot be divested 
or privatised. This infrastructure cannot be used as collateral for loans or other obligations. 
Infrastructure objects can move on to capital companies that are fully owned by “Latvenergo” 
and must not be privatised or divested. If “Latvenergo” is reorganised, the newly established 
legal entity is its successor and is subject to the mentioned provisions. Consequently 
“Latvenergo” subsidiaries belong to the state.

Legislation regulating intellectual property rights

The protection of intellectual property rights in the Republic of Latvia does not come under 
the remit of any single state institution.42

40 Source: http://likumi.lv/doc.php?id=57971, accessed on 24 February 2015
41 Source: http://likumi.lv/doc.php?id=269907, accessed on 24 February 2015
42 Source: http://europa.eu/youreurope/business/start-grow/intellectual-property-rights/index_en.htm#latvia_en_protecting-intellectual-property, accessed on 12 
February 2015
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Industrial property rights

The Patent Office is responsible for implementation of government policy in the field of 
industrial property rights protection. The Patent Office issues patents, registers trademarks, 
designs, inventions and topographies of semiconductor products, and encourages people to 
understand why the protection of these rights is necessary. Protection of industrial property 
rights in the Republic of Latvia is implemented under the Patent Law43 (adopted on 15 
February 2007), the Law on Trademarks and Indications of Geographical Origin44 (adopted on 
16 September 1999), the Law on Designs45 (adopted on 28 October 2004) and the Law on the 
Protection of Topographies of Semiconductor Products46 (adopted on 13 March 1998). The 
Patent Office accepts and reviews applications submitted by legal and natural persons for the 
legal protection of inventions, designs, trademarks and semiconductor product topographies; 
provides expert examinations of inventions, designs, trademarks and topographies of 
semiconductor products, issues patents and certificates protecting them and organises the 
relevant state registers.47

Copyright

The Ministry of Culture is responsible for copyrights and related rights and their protection 
is governed by the Copyright Law48 (adopted on 6 April 2000). The Ministry prepares draft 
legislation in the field of copyrights and related rights and organises and monitors organisations 
collectively managing property rights.

Intellectual property protection institutions

Several government institutions are responsible for protecting intellectual property rights. The 
Ministry of Justice is responsible for the Patent Office, which deals with the following areas:

- trademarks;

- patents;

- industrial designs;

- semiconductor product topographies;

- indications of geographical origin;

- the Patent Office.

The Appeal Council of the Patent Office deals with disputes related to the registration of the 
objects of industrial property. The Ministry of Agriculture is responsible for the protection of 
plant varieties and the geographical indications of foodstuffs and agricultural produce. The 
Economic Police, which is an arm of the Central Criminal Police Department of the State Police 
Force of the Ministry of the Interior, is responsible for combating infringements in the area of 
intellectual property. The Ministry of Transport is responsible for issues related to domains, 

43 Source: http://likumi.lv/ta/id/153574-patentu-likums, accessed on 12 February 2015
44 Source: http://likumi.lv/ta/id/18863-par-precu-zimem-un-geografiskas-izcelsmes-noradem, accessed on 12 February 2015
45 Source: http://likumi.lv/ta/id/96620-dizainparaugu-likums, accessed on 12 February 2015
46 Source: http://likumi.lv/ta/id/51245-pusvaditaju-izstradajumu-topografiju-aizsardzibas-likums, accessed on 12 February 2015
47 Source: http://www.wipo.int/wipolex/en/profile.jsp?code=LV, accessed on 12 February 2015
48 Source: http://likumi.lv/doc.php?id=5138, accessed on 12 February 2015
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servers and downloads. The State Revenue Service deals with cases of infringement, the seizure 
of counterfeit goods and industrial espionage. A number of non-governmental organisations 
are also involved in maintaining and protecting intellectual property rights.49

3.2. Summary of regulations relevant to the energy sector
Management of the energy industry is carried out by the Cabinet of Ministers, the Ministry 
of Economics and the minister responsible for the energy industry. The Cabinet of Ministers 
determines the procedures by which new supply merchant objects are installed. The 
organisational, technical and safety requirements for the operation of energy supply objects 
are determined in energy standards. The energy standards of mandatory application are 
approved by the Cabinet of Ministers.

49 Source: http://europa.eu/youreurope/business/start-grow/intellectual-property-rights/index_en.htm#latvia_en_protecting-intellectual-property, accessed on 12 
February 2015
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Name Date of issue Entry into force

Laws

Energy Law50 03.09.1998 06.10.1998

Electricity Market Law51 05.05.2005 08.06.2005

Subsidised Electricity Tax Law52 06.11.2013 01.01.2014

Law on Regulators of Public Utilities 19.10.2000 01.06.2001

Electricity Tax Law53 19.12.2006 01.01.2007

Biofuel Law54 17.03.2005 15.04.2005

Safety of Hydraulic Structures of Hydropower Plants Law 17.12.2000 01.04.2001

Energy End-use Efficiency Law 28.01.2010 03.03.2010

Cabinet Regulations

Cabinet Regulation No.50 “Electricity trade and usage rules” 21.01.2014 01.04.2014

Cabinet Regulation No.1521 ”Rules of subsidised electricity tax application” 17.12.2013 01.01.2014

Cabinet Regulation No.900 “Rules for obtaining certificates of origin for electricity 
produced from renewable energy sources”

22.11.2011 03.12.2011

Cabinet Regulation No.759 “Rules on public electricity grid voltage requirements” 04.10.2011 01.01.2012

Cabinet Regulation No.262 “Rules for the production of electricity from renewable energy 
sources, and pricing arrangements”

16.03.2010 01.04.2010

Cabinet Regulation No.883 “Regulations regarding permits for increasing electricity 
production capacities or the introduction of new production equipment”

10.03.2009 18.03.2009

Cabinet Regulation No.221 “Rules for production of electricity and price determination in 
production from renewable energy sources”

11.08.2009 15.08.2009

Cabinet Regulation No.1112 “Regulations on payment tenders on introduced electricity 
production capacity”

22.12.2008 30.01.2009

Cabinet Regulation No.476 “Regulations on special connection to the electricity 
transmission system”

13.06.2006 06.07.2006

Cabinet Regulation No.322 “Regulations on transmission system operator's annual 
evaluation report”

25.04.2006 29.04.2006

Cabinet Regulation No.450 “Regulations regarding the amount of the state petroleum 
product stocks” 

14.06.2011 18.06.2011

Cabinet Regulation No.839 “Determining the amount of the fine for electricity and natural 
gas supply”

23.12.2014 14.01.2015

Table 10: List of all laws and regulations relevant to the energy sector

 
Source: The Ministry of Economics of Latvia

50 Source: http://likumi.lv/doc.php?id=49833, accessed on 12 February 2015
51 Source: http://likumi.lv/doc.php?id=108834, accessed on 12 February 2015
52 Source: http://likumi.lv/doc.php?id=262304, accessed on 12 February 2015
53 Source: http://likumi.lv/doc.php?id=150692, accessed on 24 February 2015
54 Source: http://likumi.lv/doc.php?id=104828, accessed on 24 February 2015
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The energy sector as a whole is governed by the Energy Law, but the electricity market by 
a separate Electricity Market Law, which contains the terms and conditions for electricity 
production, its transmission, distribution and trade. The Energy Law regulates the energy 
industry, and covers the acquisition and use of energy resources for the production of various 
types of energy, and the conversion, purchase, storage, transmission, distribution, trade and 
use of energy. According to the Electricity Market Law for traders, system operators and users' 
rights and obligations, the procedure for supply and breaks in supply of electricity to users, as 
well as payments for the services received and change of supplier, is made in accordance with 
Cabinet Regulation No. 50 "Electricity sale and usage rules". Electricity users who are eligible for 
universal services are named in those rules.

Energy supply merchants are regulated merchants, who ensure the safe, continuous and 
stable supply of energy users with electricity, thermal energy and natural gas in economically 
justified quantity and quality. The operations of energy supply merchants are regulated by the 
Energy Law, the Law on Regulators of Public Utilities and the Electricity Market Law.

The Ministry of Economy issues permits for electricity production capacity increase or new 
power generation facilities. Permission is granted to all producers of electricity who supply 
the generated electricity to the network, or consume for their own electricity needs using the 
network services. Electricity producers are eligible to start production if it is registered in the 
register of producers of electricity established and maintained by PUC. The electricity price is 
determined by producers, vendors and users, by mutual consent, except in cases stipulated in 
the Electricity Market Law on electricity producers that acquire the right to sell electricity under 
mandatory procurement frameworks or acquire the right to receive a guaranteed payment for 
the installed electrical capacity.

A producer who produces electricity by using renewable energy resources may acquire the 
right to sell the produced electricity as the volume of electricity to be mandatorily procured. 
A defined part of the total consumption of the electricity by end-users in Latvia is mandatorily 
covered by the electricity, which is produced by using renewable energy resources. Electricity 
producers which utilise renewable energy resources for electricity production may receive a 
guarantee of origin for the quantity of electricity produced, which is expressed in megawatt 
hours (MWh).

The natural gas supply system includes high-pressure transmission system pipelines, ancillary 
objects, articles and other property necessary for natural gas transmission, natural gas storage 
sites and natural gas distribution networks. An energy supply merchant may determine the 
addition of technical requirements in the contract for accounting & measuring equipment 
and natural gas consumption meters which are used within the natural gas system, and 
publish these requirements on the Internet homepage. Natural gas distribution, transmission 
and storage system operators must guarantee all system users and applicants equal and 
transparent access to the relevant system, providing them with gas transmission, distribution 
or storage services. Natural gas system operators have the right to refuse access to the relevant 
system according to the procedures specified in the Law on Regulators of Public Utilities in the 
following cases:

- the system capacity is insufficient;

- the duties and obligations specified by the Regulator are not fulfilled;

- the long-term (10 years or more) energy supply contractual obligations are not fulfilled;
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- the Regulator has taken a decision in the cases specified in the Energy Law regarding the 
granting of temporary derogation.

Balancing of the natural gas supply system must be ensured by the natural gas transmission 
system operator. The operator provides energy users who have a direct connection to the 
natural gas transmission system and natural gas distribution system operators with balanced 
services.

Electricity transmission is the transportation of electricity, which does not include the trading 
of electricity, through a high-voltage interconnected system to energy users. Balancing is an 
organised uninterrupted process to ensure balance between electricity consumption and 
production in the electricity system. Transmission system service tariffs are set by the Regulator 
or the transmission system operator in accordance with the tariff calculation methodology set 
by the Regulator and obtained from the Regulator.

Electricity distribution is the transportation of electricity, and does not include the trading 
of electricity, medium and low-voltage distribution. The distribution system operators are 
separate from electricity generation, transmission and trading activities and are regulated by 
the Regulator. The distribution system operator ensures electricity distribution services in the 
distribution system to each specific client, providing a distribution network operation, renewal 
and planned development. Distribution system service tariffs are set by the Regulator or the 
distribution system operator in accordance with the tariff calculation methodology set by the 
Regulator and obtained from the Regulator.

An electricity market operator enters into a contract with a transmission system operator 
and organises an electricity exchange in which the participants buy and sell electricity. The 
electricity market operator supervises the transactions performed by the electricity exchange. 
The Regulator has the right to request information necessary for the performance of its 
function from an electricity market operator. The transactions of market participants, which 
exceed the intervals of trade and include the physical transmission of electricity, must only be 
performed in the electricity exchange. The transactions within one of the intervals of trade, 
which are associated with the physical transmission of electricity, may be performed by market 
participants either in the electricity exchange or by mutual agreement.

The electricity NET payment system was introduced in the Electricity Market Law. This system 
is available for all households producing electricity for their own needs from renewable 
resources and transfers the produced electricity to the power network for reuse when needed. 
In order to participate in the NET payment system households must obtain a permit from the 
Ministry of Economics for the installation of generating equipment for parallel operation with 
the distribution network, produce electricity from renewable resources and use a working 
current not exceeding 400 volts. Households pay in full for distribution costs and mandatory 
procurement components, but electricity costs must cover only the excess amount of 
consumed electricity in proportion to produced electricity. Overproduced electricity can be 
used to cover costs in future months. 

The Subsidised Electricity Tax Law describes the subsidised electricity tax object, the tax 
payers, tax rate, subsidised electricity producers' registry establishment and procedures for tax 
calculation, payment and administration procedures, as well as liability for violations of this law. 
The subsidised electricity tax law distinguishes three different rates.
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Taxpayers are electricity producers, who have the right to:

- sell electricity under mandatory procurement;

- receive a guaranteed fee for combined heat and power station or electric capacity installed.

Rate Taxable object Special simultaneous criteria

15 % applicable 
to taxable object 
income

1) mandatory purchases of electricity 
manufactured from fossil energy sold; 
2) guaranteed fee for the installed 
electric capacity of cogeneration plants 
that use fossil fuels

n/a

10 % applicable 
to taxable object 
income

1) mandatory purchases of electricity 
manufactured from renewable energy 
sold;
2) guaranteed payment for the installed 
capacity of power generation facilities 
that use renewable sources of energy; 
3) guaranteed fee for the installed 
electric capacity of cogeneration plants 
that use renewable energy.

n/a

5 % applied to 
taxable object 
income

1) mandatory procurement of electricity 
sold

1) electricity is produced in high-efficiency cogeneration plants 
with installed natural gas cogeneration capacity of up to 4 MW, or 
in renewable energy cogeneration plants without installed capacity 
limitation;
2) at least 70% of heat produced during the cogeneration process is 
sold to a distribution merchant or municipality that provides district 
heating services.

5 % applied to 
taxable object 
income

1) mandatory procurement of electricity 
sold

1) electricity is produced in high-efficiency cogeneration plants with 
installed natural gas cogeneration capacity of up to 4 MW;
2) not less than 30% of animal by-products or derived products is 
used in production of electricity; 
4) taxpayer uses produced heat in the manufacture of their own 
products.

5 % applied to 
taxable object 
income

1) mandatory procurement of electricity 
sold

1) electricity is produced in high-efficiency cogeneration plants with 
installed natural gas cogeneration capacity of up to 4 MW;
2) electricity is produced from wood biomass;
3) taxpayer uses no less than 70% of produced heat in the 
manufacture of their own products.

5 % applied to 
taxable object 
income

1) mandatory procurement of electricity 
sold

1) electricity is produced in high-efficiency cogeneration plants 
with installed natural gas cogeneration capacity of up to 4 MW, or 
in renewable energy cogeneration plants without installed capacity 
limitation;
2) electricity is generated from fossil fuels (natural gas) or biogas;
3) taxpayer uses no less than 70% of produced heat in the 
manufacture of their own products.

Table 11: Subsidised electricity tax rates

 
Source: Subsidised Electricity Tax Law
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Energy security in the Baltic region

On 8 November 2013 a Baltic Prime Ministers’ meeting took place in Riga, during which it was 
decided to set up a high-level group of Baltic senior officials within the Energy Committee under 
the Council of Ministers of three Baltic states. A lot of attention was paid to synchronisation 
issues aimed at developing an action plan with a road map for the future, including a long-
term Baltic grid synchronisation scenario with the EU mainland power system.

On 28 May 2014 the European Commission statement "European Energy Security Strategy" 
(EEDS) indicated that the pro-competitive and well-integrated market in the Baltic countries 
had been delayed as a result of the region’s inability to benefit from the energy supply security 
benefits. EEDS indicates that the Baltic region needs focused approaches that will accelerate 
development of critically important infrastructure. In addition, the European Council conclusions 
of 24 October 2014 state that the member states and the Commission will promote projects as 
indicated by EEDS and included in the CIP list published by the Commission, especially for the 
Baltic states, ensuring that these projects receive the highest priority.

On 23 January 2015 three Baltic state energy ministers signed the Declaration of the Baltic states' 
Energy Supply Security whereby Latvia, Lithuania and Estonia declared their commitment 
to strengthening regional cooperation, ensuring support for adequate interconnection 
between the Baltic states and electricity in synchronisation with the EU continental network. 
Harmonised rules among the Baltic states and market integration contribute to energy security 
and at the same time respect the fair balance between the costs and the overall benefits of the 
development of the region.

Environmental protection

Environmental protection and legislation related to climate change are under the jurisdiction 
of the Ministry of Environmental Protection and Regional Development. Its responsibilities do 
not directly include the structure and role of the energy sector but have an important impact 
on how the sector is working.

The main legislative document in Latvia on environmental protection is the Law on Pollution55 
(adopted on 15 March 2001) wherein the main requirements for air protection, industrial 
emission reduction, and greenhouse gas emission reduction, noise reduction and waste 
management are established.

Environmental impact assessment (EIA) is governed by the Environment State Bureau. The 
EIA is an environmental protection policy instrument covering all kinds of areas associated 
with the environment. The EIA should be seen as an applicable procedure for assessing the 
potential impact of intended activities on the environment and developing proposals for 
preventing or reducing any negative impact.56

Requirements for the procedure of the environmental impact assessment in Latvia are 
established by the Law on Environmental Impact Assessment57 (adopted on 14 October 1998) 
and the Cabinet of Ministers Regulations of 13 January 2013 No. 18, “Procedure for Assessing 
the Impact of Intended Activities on the Environment and Authorisation of the Operation”. 

55 Source: http://likumi.lv/doc.php?id=6075, accessed on 13 February 2015
56 Source: http://europa.eu/youreurope/business/product/chemicals-packaging-labelling-classification/index_en.htm#latvia_en_keeping-to-environmental-rules, 
accessed on 13 February 2015
57 Source: http://likumi.lv/doc.php?id=51522, accessed on 13 February 2015
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These documents harmonise with the respective EU Directives. The law and its subordinated 
regulations define the sequence of implementation of the assessment, explain the rights, 
obligations and liabilities of all concerned parties, and describe the result of the environmental 
impact assessment and its influence on the decision-making procedure.

Up to 2020 Latvian Climate Change policy is determined by the EU Climate and Energy 
Package 2020, including:

- Decision No 406/2009/EC of the European Parliament and of the Council of 23 April 2009 
decision (“Effort Sharing Decision”);

- Directive 2009/29/EC of the European Parliament and of the Council of 23 April 2009 
(amending directive on EU emission allowance trading scheme (ETS));

- Directive 2009/28/EC of the European Parliament and of the Council of 23 April 2009 (on 
the promotion of the use of energy from renewable sources).

The targets established in the above-mentioned legislation for Latvia are as follows:

- common EU target of ETS greenhouse gas emissions -21% to 2005, because ETS is a 
mechanism at the EU level;

- non-ETS greenhouse gas emissions +17% by 2020 compared with 2005; 

- 40% renewable energy share (RES) in final energy consumption in 2020; 

- 10% RES in transport.

To ensure that Latvia meets its targets several policies and measures regarding climate change 
have been included in development planning documents and in legislation.

Albeit the EU is making good progress towards meeting its climate and energy targets for 
2020, an integrated policy framework for the period up to 2030 is needed to ensure regulatory 
certainty for investors and a coordinated approach among member states. To this end, European 
Commission and EU leaders agreed on 23 October 2014 a domestic 2030 greenhouse gas 
reduction target of at least 40% compared with 1990 together with the other main building 
blocks of the 2030 policy framework for climate and energy, as proposed by the European 
Commission in January 2014. This 2030 policy framework aims to make the European Union's 
economy and energy system more competitive, secure and sustainable and also sets a target 
of at least 27% for renewable energy and energy savings by 2030.

Latvia is taking part in the EU Emissions Trading System (EU ETS), and as a result the European 
Union Allowances (EUA), which are allocated to a member state, are being auctioned. Latvia 
auctions its EUAs in the European Energy Exchange, which is the common platform for the 
large majority of countries participating in the EU ETS. In 2013 Latvia sold 2 453 500 EUAs.58

The EU ETS is a cornerstone of the European Union's policy to combat climate change and its 
key tool for reducing industrial greenhouse gas emissions cost-effectively. The first - and still 
by far the biggest - international system for trading greenhouse gas emission allowances, the 
EU ETS covers more than 11,000 power stations and industrial plants in 31 countries, as well 
as airlines. 

EU ETS is a successful market-based mechanism that has proved itself in Latvia. GHG emissions 
were reduced by 8.04% in the 2005-13 period, whereas the production amount and capacities 
in the industrial installations significantly increased; for example, in the cement production 

58 Source: Ministry of Environmental Protection and Regional Development
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plant the GHG intensity (tCO2 per production ton) decreased by 35.4% from 1.13 tCO2/prod.
ton to 0.73 t CO2/prod.ton. Also, the energy from fuel production was decoupled from GHG 
emissions; the amount of energy produced from fuel decreased by 7.8% but GHG emissions 
from fuel combustion activities decreased by 17.3%. The use of biomass has increased by more 
than 102%.

In Latvia it has been proved that the EU ETS is a useful instrument for GHG emission reduction. 
The established system (the EU-wide EU ETS emission reduction goal and EU-wide harmonised 
requirements) has facilitated GHG emission reduction without affecting the competitiveness 
and growth of companies and without creating unreasonable costs and burdens. 

EU energy policy plays an important role in promoting energy efficiency. In order to meet 
the European Council objective (an increase in energy efficiency of 20% by 2020), three main 
instruments have been developed: 

- Energy Performance of Buildings Directive59 - a tool for improving energy efficiency in the 
building sector, which includes establishing minimum building energy efficiency standards 
for new and renovated buildings and their parts, as well as at the national level to introduce 
a requirement to move nearly zero-energy-level buildings;

- Energy Labelling Directive60 and Eco-design Directive61 - lay down the general requirements 
for product labelling and minimum energy performance indicators;

- Energy Efficiency Directive62 - identifies a number of targets and sub-targets of final 
energy savings. Contains measures which cover the entire supply chain, including energy 
generation, transmission and distribution, and the important role of the public sector in 
terms of energy efficiency, buildings and the equipment industry, as well as the need to 
provide an opportunity for end-users to manage their energy consumption.

According to the European Commission in 2020 it will be possible to increase energy efficiency 
by 18 to 19%.

3.3. Plans for significant future legislation
Latvia is constantly improving existing and introducing new and significant legislation. In 
the context of investment and specifically investment in the energy sector several important 
pieces of legislation have been identified. It should be noted that these pieces of legislation are 
in different concept, discussion and implementation stages and are subject to change. 

- Legislation on decreasing the time spent on criminal, administrative and insolvency 
proceedings. At the moment because of the lack of resources and no time limit on these 
kinds of proceedings court cases can be of long and sometimes unreasonable duration. 
There is a plan to limit the time used on these proceedings by introducing new legislation.

- In 2017 the Parliament of the Republic of Latvia is planning to introduce into the legal 
system a completely new institution – the right of superficies. According to the draft, 
the right of superficies will be a real property right which will enable its proprietor - the 
superficiary - to have a right to build non-residential buildings and other constructions on 
land owned by someone else. Right of superficies will be established for a certain term and 
no fewer than 10 years. The superficiary will be obliged to make a payment for the right of 

59 Source: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L:2010:153:FULL&from=en, accessed on 24 February 2015
60 Source: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L:2010:153:FULL&from=en, accessed on 24 February 2015
61 Source: http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2005:191:0029:0058:en:PDF, accessed on 20 February 2015
62 Source: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L:2012:315:FULL&from=EN, accessed on 24 February 2015
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superficies to the owner of the land unless otherwise agreed. The provisions of the right 
of superficies will facilitate relations between the owner of the land and a person who is 
interested in real estate development without acquiring the land.

- Latvia is currently one of three countries in the world where underground natural resources 
located on the property of landowner are considered the property of the land owner and 
not of the country. There are no current plans to change this but discussions are taking 
place. 

- Considering the goal of opening up the natural gas market in Latvia in 2017 legislation is 
now under development. There are some questions about how it will be implemented 
(as amendments to the existing Energy Law or by introduction of a separate law), and the 
proposals will be available for review and comment by the public.

- In March 2015 the Latvian government made a decision to unbundle natural gas 
transmission system operator ownership, as a requirement for successful natural gas 
market liberalisation. Three models of unbundling exist: through establishment of an 
independent transmission operator, through establishment of an independent system 
operator or through ownership unbundling. The final decision was in favour of ownership 
unbundling and the process must be finalised by 3 April 2017. 



4. Market Structure 



58

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

4. Market Structure 
The Latvian economy's GDP illustrates the interaction between economy, energy and the 
environment. Primary energy consumption, gross electricity consumption and greenhouse 
gas emissions have strongly supported this trend in recent years. There is a close correlation 
between primary energy consumption and changes in the level of GDP. The primary energy 
consumption structure is an important indicator of economic development.

The Ministry of Economics is the governing body which is responsible for all related activity 
and legislation in the energy sector. Major public institutions working in the energy sector are: 
JSC “Latvenergo”, JSC “Augstsprieguma tīkls”, JSC “Sadales tíkls” and JSC “Latvijas Gāze”. 

Figure 10: Comparison between energy, economic and environmental quality indicators in Latvia63

 
 Source: The Ministry of Economics of Latvia

63 This chart shows the correlation between four categories. Each year is compared with the starting-point and is shown as a % up to 2010.
64 Source: http://www.latvenergo.lv/files/news/LE_AS%20Latvenergo%20gada%20parskats_2013.pdf, accessed on 11 February 2015
65 Source: http://www.ast.lv/files/ast_files/gadaparskzinoj/Gada_parsk_2013_LV.pdf, accessed on 11 February 2015
66 Source: http://www.sadalestikls.lv/files/newnode/parskati/AS%20Sadales%20tikls%202013.gada%20parskats.pdf, accessed on 11 February 2015
67 Source: http://www.lg.lv/?id=94&lang=eng, accessed on 11 February 2015

Company name Sector Shareholders

JSC “Latvenergo”64 Electricity Ministry of Economics of the Republic of Latvia – 100%

JSC “Augstsprieguma tīkls”65 Electricity Ministry of Finance of the Republic of Latvia – 100%

JSC “Sadales tíkls”66 Electricity JSC Latvenergo – 100%

JSC ”Latvijas Gāze”67 Natural gas E.ON Ruhrgas International GmbH – 47.23 %
OJSC Gazprom – 34.00 %
LLC ITERA Latvija – 16.00 %
Other shareholders – 2.77 %

Table 12: Major public institutions working in the energy sector

 
Source: Annual reports of the mentioned companies 
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4.1. Primary energy sources
Energy sources can differ for each individual country but the basic structure almost always 
stays the same and is comprised of:

- available energy resources in the territory and the ability to import them;

- consumed energy types and amount of consumption;

- economic, social, environmental and geopolitical situation;

- political decisions resulting from the above-mentioned conditions.

Europe's dependence on imported energy is increasing. According to the International 
Energy Agency (IEA) forecasts for 2035, more than 80% of the consumption of oil and gas 
will be imported. Global energy consumption in 2035 could grow by more than a third. It is 
forecast that China, India and the Middle Eastern countries will consume more than 60% of 
the projected increase.68 This increase in energy consumption in countries outside Europe may 
have the most direct impact on Europe. For example, Japan and the Republic of South Korea 
currently import LNG that costs about 60% more than the average LNG imports. In contrast, 
imports to the EU of LNG in February 2013 decreased by 30% compared with 2011.

It is projected that the USA will become a net energy exporting country by 2018. Electricity 
price differences in the global market significantly affect the prices of fossil energy. The shale 
gas revolution in the USA gives an advantage to energy-intensive industry in the USA in 
comparison with the EU. In 2012, the cost of gas to industrial users in the United States was 
more than four times lower than in the EU. Another effect caused by the shale gas revolution 
in the USA is the increased use of low-priced American coal in the EU.

68 Source: http://www.iea.org/newsroomandevents/pressreleases/2013/october/name,43501,en.html,accessed on 29 January 2015
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In Latvia, unlike in some EU member states, coal consumption is decreasing and in 2013 it 
accounted for only 2% of total primary energy consumption. Overall, coal is a widely available 
type of primary energy, and can be burned together with wood biomass, peat and other solid 
fuels, thus reducing emissions and the impact on the environment. Currently Latvia has no 
plans to increase the consumption of coal.

Latvia primarily uses imported energy resources. In 2013 local energy resources accounted 
for 36% of the total primary energy consumption. Most of them were RES - wood biomass, 
hydro energy, wind, biogas, biofuels and indigenous energy resources - peat, waste. Some 
64.5% of the total primary energy resources is imported. The most important resources are 
oil and natural gas. Oil is imported from the Baltic region, the EU and third-world countries, 

Figure 11: Structure of primary energy source in 2013 in PJ and %

 
Source: Central Statistical Bureau of Latvia
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including Russia. Natural gas is supplied only by Russia, and accounted for 27% of primary 
energy resources.

Oil products, natural gas and renewable energy dominate Latvia's primary energy structure.

4.1.1. Renewable energy resources
The overall growth rate of renewable energy resources (RES) in primary energy consumption 
is slow but stable and is one of the highest in the EU.

The most important RES in Latvia are biomass (wood fuels) and hydropower. Wood biomass 
is the most important local fuel source. In 2013 its proportion of the Latvian primary energy 
balance amounted to 27% of total primary energy consumption. Wood biomass is used in 
central, local and individual heating and cogeneration. Wood biomass production potential 
for energy consumption in Latvia exists, but increasing demand for wood biomass will reduce 
the price advantage of wood biomass products compared with its use in power generation.69

69 Source: https://www.em.gov.lv/lv/nozares_politika/energijas_tirgus_un_infrastruktura/, accessed on 30 January 2015

Figure 12: Share of RES in total primary energy consumption

 
Source: Central Statistical Bureau of Latvia
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Latvia has suitable conditions for the use of hydropower and some pumped-storage 
hydropower plants can also be used as a base load power station. Hydropower power plant 
construction may have contradictory effects on the surrounding ecosystems, but hydropower 
technology, which ensures turbine operation in accordance with the river flow, reduces the 
risks to a minimum. Latvia’s medium and small rivers have hydropower resources that can 
generate 900 GWh of electricity per year without using the middle and bottom sections of 
major rivers, which are used for other national economic activities. Small river hydropower 
resources are estimated to be in the range of 250-300 GWh of electricity per year; so far only 70 
GWh, i.e. 23-28%, have been generated.

Wind energy distribution is highly uneven in Latvia. The Latvian wind atlas shows zones with 
average annual wind speed ranging from 2.8 m/s to more than 5.4 m/s, mainly in the western 
part of Latvia. According to the Central Statistical Office, the installed electrical net capacity 
of wind power plants has increased to 59 MW since 2008. Wind turbines start to produce 
power when the wind speed reaches 2.5 m/s. Nevertheless, wind energy has annual potential 
of between 250 and 1250 GWh.70

Geothermal energy is the world's next most common renewable energy technology after 
hydropower. Latvia’s main geothermal resources are related to groundwater with temperatures 
above 30° C. There are several sources of potential geothermal energy in the southern part of 
Latvia where geothermal anomalies are located. Weather temperature in these anomalies is 
between 50° C and 65° C.

Development of geothermal energy in Latvia has a positive outlook. On the one hand, efficient 
use of geothermal energy reduces CO2 emissions, partially eliminating the use of fossil fuels 
and increasing independence of imported energy resources. On the other hand, one of the 
major limitations of geothermal energy use in Latvia is the necessity for a relatively large 
investment in order to implement new technological solutions. 

4.1.2. Fossil energy
In 2013 the total consumption of oil products amounted to 31% of total primary energy 
consumption, most of which was spent in the transport sector – 74%. Transit terminals of 
oil products by sea are well developed in Latvia (the ports of Riga and Ventspils), and greatly 
expand the diversity of supply and competition. Oil product supply channels are diversified, as 
products are supplied from both the Eastern and Western markets. A lot of international retail 
oil companies operate in Latvia and oil products can be purchased from different regions of 
the world. Wholesale and retail gasoline and diesel importation needs are met by more than 
10 oil refinery companies in a radius of 1000 to 1500 km. The oil product pipeline from Samara 
in Russia and Novopolotsk in Belarus allows the transport and delivery of diesel fuel from the 
regions on the west to the port city of Ventspils on the shores of the Baltic Sea.

Latvia has potential for hydrocarbon extraction, as well as inland and along the Baltic Sea. About 
35 deposits of hydrocarbons have been discovered, some of which are being successfully 
developed. So far one oilfield has been involved in the development. 

The most promising location for hydrocarbon extraction is located on the shelf of the southern 
part of Latvia. Geologically it has the smallest degree of risk and the estimated oil deposits are 
the largest. These large and medium-sized commercial oil deposits have formed in area which 
are the subject of Latvian-Lithuanian border disputes and despite the interest in developing 
them they are not currently available for research.
70 Source: https://www.em.gov.lv/files/energetika/EM_21102014_Pamatnost.docx, accessed on 30 January 2015
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The other prospective oil deposit grouping is found on the central shelf and on land adjoining 
the identified deposits. Many of them are small, among them Latvia's only open oilfield at 
Kuldiga. Several operators have been issued with licences for hydrocarbon exploration and 
production both in the Baltic Sea and on land in the oilfield territory.

Natural gas is an important part of Latvia's primary energy structure. In 2013 it accounted for 
27% of total primary energy consumption. In 2013 the total Latvian natural gas consumption 
was 3% less than in 2012. Most of the natural gas supply, 68.9% (1007 million m3), is converted, 
including 877 million m3 consumed for heat and electricity production through cogeneration, 
and 130 million m3 are used for heat production in domestic central heating. In 2013 the 
domestic sector utilised 8.5% of total Latvian natural gas consumption, the industrial sector 
11.9% and other sectors 10.7%.

The main natural gas supply route to Latvian consumers is a gas pipeline network branching 
off from the Yamal-Europe gas pipeline in the Tver region in Russia to St Petersburg, Pskov and 
further on to Latvia and Estonia. Baltic natural gas transmission networks are well developed 
and able to provide a stable supply to the Inčukalns Underground Gas Storage Facility (UGS) 
with a capacity of 2.32 billion m3 of active natural gas. During the summer season, when the 
consumption of natural gas is many times lower than during the colder months, natural gas 
is injected into the storage facility, so that it can be supplied, during the heating season, to 
customers in Latvia, Estonia, north-western Russia, and (in smaller amounts) Lithuania. Thanks 
to the storage facility, the stability and volume of natural gas supply for customers in Latvia 
does not depend on demand in other countries. From 2015 the supply of natural gas by the 
Klaipeda (Lithuania) LNG terminal has been possible.

4.1.3. Other energy sources 
The remaining part of the Latvian primary energy structure consists of net electricity imports, 
as well as peat, coal, and waste. Latvia has well-known potential for peat extraction. Energy 
peat extraction licences are in place and produce 700 thousand tonnes of energy peat per 
year from 4,000 hectares of developed peat deposits. In Latvia currently 324 water-heating 
boilers are operating on co-incinerated peat. Some 462 thousand tonnes of peat is used per 
year to produce heat. At the same time, using peat as fuel may deteriorate the quality of the 
environment, is contrary to the objectives of decreasing GHG emissions, and is particularly 
unacceptable in more densely populated areas.

Latvia has no plans in building a nuclear power plant in near future, only neighbouring EU 
country that is currently considering it is Lithuania.
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4.1.4. Energy intensity 

Energy efficiency is very important as energy prices continue to rise. Recent investments have 
being made to cut energy consumption across all industries, especially in energy-intensive 
sectors. Latvia is fully prepared for future challenges in the regulatory sector and productivity.71

4.2. Electricity sector
Latvian HPPs, CHPs, biogas and wind power plants generate some electricity, and the rest is 
imported. The imported fuels – natural gas and heavy fuel oil and local fuels – firewood – are 
mainly used in heat energy and electricity generation.

4.2.1 Electricity market
Latvia's gross electricity consumption in 2013 was 7,564 GWh, which is 3.8% less than in the 
previous year. Three sectors of the economy are responsible for the majority of gross electricity 
consumption: commercial and public services (36%), industry and construction (24%) and the 
domestic sector (23%).

Table 13: Energy intensity in kilogram of oil equivalent per 1000 euros of GDP, 2010

 
Source: http://www.polarisprocess.com
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71 Source: http://www.polarisprocess.com/wp-content/themes/polaris/brochures/LIAA_GT_AF.pdf, accessed on 11 February 2015
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In the process of delivery of electricity a lot of parties are involved: power generator traders 
(wholesalers and retailers), system providers (transmission and distribution operators) and the 
electricity end-users. Overall, the supply of electricity can be divided into three main stages: 
electricity production and wholesale; electricity transmission and distribution; and electricity 
retail trade.

Figure 13: Gross electricity consumption structure of Latvia in 2013, GWh, %

 
Source: Central Statistical Bureau of Latvia
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The energy sector as a whole is governed by the Latvian Energy Law, but separately the 
electricity market is regulated by the Electricity Market Law, which contains provisions and 
conditions both in terms of electricity production and its transmission, distribution and trade. 

Production of electricity

Latvia' electricity market is supplied by local electricity production companies (a total of 209 
electricity producers are currently registered and only 77 actively produce electricity, the largest 
being JSC "Latvenergo"),73 and electricity is also imported from other countries. Some of the 
wholesale electricity market transactions take place through the Nord Pool Spot exchange, 
and the remainder of the electricity market is supplied directly by the producers to market 
participants (buyers and sellers) whereby they agree on a price on a case-by-case basis.

Figure 14: Electricity market structure in Latvia

 
Source: JSC “Latvenergo”72

72 Source: http://www.latvenergo.lv/lat/par_mums/pardosana/elektroenergijas_tirgus_shema/, accessed on 30 January 2015
73 Source: http://www.sprk.gov.lv/uploads/doc/Elektroenergijasrazotajuregistrspub.pdf, accessed on 31 January 2015
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As part of market liberalisation, from 1 April 2012 all households and other customers who 
used a connection up to 400 volts had the right to use the universal service of electricity 
(regulated tariffs); after 1 November 2012 only households had regulated tariffs. This required 
a registry of electricity companies to be established.

Figure 15: Total installed electricity production capacity, MW74

 
Source: http://www.sprk.gov.lv

Figure 16:  Registration of newly formed electricity production companies  
and exclusion from registry by year starting 2012

 
Source: http://www.sprk.gov.lv

74 Source: http://www.sprk.gov.lv/uploads/doc/Elektroenergijasrazotajuregistrspub.pdf, accessed on 30 January 2015
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Out of the total gross electricity consumption of 7,564 GWh in 2013, JSC "Latvenergo" 
generated 64.2%, 17.9% was purchased from small power producers, and 17.9% accounted for 
net electricity imports.75

Hydroelectricity power plants in 2013 accounted for 46% of the total electricity generated in 
Latvia. The Daugava HPP76 (a combination of three major HPPs – Rīgas, Pļaviņu and Ķeguma) 
cascade station also provides balancing capacity and peak absorbing capacity. Power 
generation increases during the flood period and Daugava HPP can successfully compete in 
the Baltic states and Finland Nord Pool Spot electricity market.

Transmission and distribution of electricity

The transmission system operator JSC "Augstsprieguma tīkls" is the sole transmission network 
provider working throughout Latvia. TSO, based on published tariffs for transmission service, is 
responsible for the safety of the Latvian electricity supply system, transmission service, open third-
party access to the transmission network. JSC “Augstsprieguma tīkls" also conducts electricity 
system balancing in Latvia, ensuring a balance between consumption and production systems. 

Overall Latvian authorities issued 11 licences77 to distribution system operators in different 
operational areas (overlapping of distribution areas is prohibited). The largest distribution 
system operator is JSC "Sadales tīkls", which ensures the supply of electricity to over one million 
electricity customers, a service area covering 99% of the national territory.

Electricity transmission and distribution services are supplied with electricity-related services, and 
are considered to be separate from the electricity trading in the relevant markets. These markets 
are mostly regulated. Participation in the market requires a licence and, in line with the statutory 

75 Source: http://www.latvenergo.lv/lat/par_mums/razosana/, accessed on 28 January 2015
76 Named because they are all situated on the same river, the Daugava 
77 Source: http://www.sprk.gov.lv/lapas/sadales-sisetmas-operatoru-licencu-saraksts, accessed on 30 January 2015

Figure 17: Electricity generated by JSC “Latvenergo” by power stations

 
Source: www.latvenergo.lv 
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requirements, only one operator can participate in the market; this is considered to be natural-
monopolist, so there is no competition on the market (a licence is issued to only one merchant 
in each geographic area). From a consumer's point of view, the electricity distribution over a 
single network (transmission and distribution) cannot be replaced by another. At the same time 
it should be noted that the distribution of electricity to end-users could in small amounts (up 
to 1 MV voltage) be performed by any legal entity, without a licence for distribution operations. 
These entities should use the appropriate power distribution infrastructure, supplying electricity 
to end-users of the licensed distribution system operator (acting as intermediaries between the 
licensed distribution system operator and end-users). The electricity transmission market includes 
the use of high-voltage electricity services, maintenance and organisation, comprising a high-
voltage electricity transmission network and accompanying high-voltage interconnections, i.e. 
the transmission of electricity between different places in the high-voltage network (in Latvia 110 
to 330kV). On the other hand, the electricity distribution market includes the use of low-voltage 
power grid services, and service organisation, comprising a low-voltage power distribution 
network and the relevant low-voltage interconnections, i.e. the distribution of power between 
the different sites (objects) of low-voltage networks (in Latvia, 0.4 to 20kV).

The electricity balancing service compensates for the difference between the market 
participant’s (end-user) planned and actual consumed electricity. The balancing service 
provider78 sells the additional electricity to the consumer if necessary (if the actual consumption 
is higher than planned), thus covering the shortfall in the range of trade, and buys surplus 
electricity (if actual consumption is less than planned).

Such a service is technically necessary because the transmission system operator is responsible 
for maintaining a relatively constant voltage in the network, i.e. if a given network’s power 
consumption is greater than the supply voltage in the network decreases, which in some places 
may affect network stability. Also, if the network subordinate amount of electricity is higher 
than the consumption in this particular network, the network voltage exceeds the permissible 
upper limit, so the network operator has to balance the consumption and supply ratio, either 
by reducing the amount of electricity supplied to the network subordinate or by increasing the 
consumption of the network. Consumers pay for the operator’s balancing services; as regards 
the consumed amount, which does not coincide with that previously planned, usually the fee 
is for the amount of electricity used for balancing. Balancing services are considered to be a 
separate market, because all of the above services indicate that the power balancing service is 
not interchangeable with any other power supply chain service provided.

Trade of electricity

After completion of the electricity market liberalisation process on 1 January 2015 there were 
62 registered energy traders to legal entities and only 12 of them were considered to be active 
traders.79 In the sector for domestic electricity supply four companies (JSC “Latvenergo”, LLC 
“Baltcom TV”, LLC “WIN Baltic”, LLC “220 Enerģija”) entered the market at the moment of market 
liberalisation for all households and two other companies (LLC “BCG RIGA” and LLC ”STARFIT 
ENERGY”) are planning to enter the market.80 All electricity in Latvia is traded through the Nord 
Pool Spot electricity exchange.

78 The transmission network operator is responsible for balancing the network as a whole in Latvia, and may enter into contracts for the provision of balancing services 
with traders who provide these services to end-users
79 Source: http://www.sadalestikls.lv/lat/klientiem/juridisku_personu_apkalposana/tirgus_juridiskam_personam/elektroenergijas_tirgotaji/, accessed on 30 
January 2015
80 Source: http://www.sadalestikls.lv/lat/tirgus/elektroenergijas_tirgotaji/, accessed on 30 January 2015



70

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

In 2013 the JSC “Latvenergo” retail electricity supply in Latvia was 5,873 GWh, a market share 
of 81%. Almost 80% or the major part of the retail electricity supply was supplied on the open 
electricity market, and approximately 20% through the regulated electricity tariff.81 None of 
the other electricity trading companies has a market share of more than 5%, as the top four 
companies account for 95% of the whole market. This situation may change in the future as 
the final stage of the market liberalisation provided households with a free choice of electricity 
trading company. 

The final price for electricity (the price paid by the end-user for the electricity consumed) 
consists of a number of important items: electricity trading price, cost of system services, fee for 
mandatory procurement components (MPC) and taxes. Electricity users purchasing electricity 
on the free market can affect the trading price component of the final price for electricity, 
while the rest of the total electricity price components (cost for system services, fees for MPC 
and taxes) are regulated in terms of the amount and end-users cannot change it.

According to the data from "Eurostat" for the first half of 2014 the electricity price for households 
in Latvia was the twelfth lowest among the EU members. The price for domestic electricity 
(including all taxes and levies) was 136.5 EUR/MWh; that of Latvia's closest neighbours, 
Lithuania and Estonia, was 133.0 EUR/MWh and 130.7 EUR/MWh, respectively. 

Latvia provides support for vulnerable customers by offering reduced tariffs from traders. A 
trader is compensated by the government for the difference from the market price. In order to 
apply for support the customer must be accorded the status of “vulnerable customer” by the 
local municipality and submit proof of this status to the electricity trader. From 2016 electricity 
traders will participate in a tender procedure in order to provide electricity for vulnerable 

Figure 18: Composition of electricity price EUR/kWh82 

 
Source: http://www.elektroenergija.lv/

81 Source: http://www.latvenergo.lv/eng/about_us/sales/ , accessed on 1 February 2015
82 Based on the average electricity trading price for four available companies, accessed on 31 January 2015



71

4. Market Structure

customers. For 2015 the trader has been appointed and the electricity price for vulnerable 
customers set to 116.4 EUR/MWh.

The industry and construction sector is the second largest electricity consumer in Latvia. In 
manufacturing, the largest energy consumers are wood product producers (except furniture 
manufacturing), metallurgy, food and beverage industry, as well as other non-metallic mineral 
product producers. Energy cost increases could have a significant impact on a number of 
economic sectors such as commercial and public services, the processing industry (including 
all types of wood processing), as well as food production and construction. In addition, Latvia 
lost one of the biggest industrial consumers of electricity and natural gas in 2014, JSC "Liepajas 
Metalurgs". 

Given the electricity cost increases in the whole of the EU, some member states have developed 
specific national mechanisms to support energy-intensive industries in order to compensate 
them to some extent. The existence of such support distorts competition in export markets 
for Latvian energy-intensive enterprises, putting them in a worse position. Therefore, it is 
necessary to find national solutions to reduce the negative effects of higher electricity cost 
on their competitiveness in the EU export markets with similar companies or in third-world 
countries, where electricity costs can be up to two to three times lower than in Latvia.

Figure 19: Price for electricity in the first half of 2014 (EUR/kWh)

 
Source: eurostat.ec.europa.eu
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Looking at the electricity prices for the total industrial sector with consumption between 2,000 
to 20,000 MWh, it is evident that business companies in Germany in the first half of 2014 paid 
an average of 182.1 EUR / MWh. Despite this, the cost of electricity-intensive industries has 
dropped, that is, Germany’s implemented support mechanism for energy-intensive businesses 
provides the opportunity to reduce energy costs, thus ensuring that a company's international 
competitiveness is not impaired and preserving and creating jobs in these sectors. In contrast, 
the Latvian energy-intensive companies are losing out to other EU member states in terms of 
the market share because of the high cost of electricity.

Recently the EU Commission opened an inquiry into support for energy-intensive companies.83 
The Commission argues as follows: 

“The surcharge reduction for energy intensive companies appears to be financed from 
a state resource. The reduction is available only to undertakings of the manufacturing 
sector having consumption of at least 1 GWh and with electricity costs representing 
14% of their gross added value. The reductions seem to give the beneficiaries a 
selective advantage that is likely to distort competition within the EU internal market. 
The current state aid guidelines do not foresee the possibility of such reductions. At the 
same time, the EU Commission (EC) considers that under certain conditions, reductions 
on the financing of renewable electricity may be justified for energy-intensive users 
in order to prevent carbon leakage. In parallel to the investigation, the Commission 
is inviting stakeholders to comment on possible criteria that could be included in 
the forthcoming guidelines (see IP/13/1282). The Commission will therefore carefully 
examine whether the reductions for energy-intensive companies can be justified and 
whether they are proportionate and do not unduly distort competition”.84

Figure 20:  Electricity price (including all taxes) for the industrial sector  
with electricity consumption from 2,000 to 20,000 MWh (in EUR/MWh)

 
Source: eurostat.ec.europa.eu

83 Source: http://setis.ec.europa.eu/newsroom-items-folder/commission-opens-inquiry-support-energy-intensive-companies, accessed on 29 January 2015
84 Source: http://www.germanenergyblog.de/?p=14984, accessed on 29 January 2015
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In order to achieve the set industrial policy guideline target of 20% growth in the industry 
by 2020, it is necessary to provide energy-intensive companies with the ability to compete 
internationally. The EC guidelines defined the industries85 which are considered energy-
intensive, such as plywood production, pulp production, pharmaceuticals, glass fibre 
production, metal processing and manufacturing of cement. According to JSC "Sadales tíkls", 
in 2013 Latvian companies that consumed more than 50 GWh accounted for 9.5% of the 
country's total consumption.86

Out of the total gross electricity consumption of 7564 GWh in 2013 JSC "Latvenergo" generated 
64.2%, and 17.9 % was purchased from small power producers; 17.9% accounted for net 
electricity imports.87

4.2.2. Electricity infrastructure 
Transmission system

Sufficient interconnection is the most important prerequisite for optimal functioning of the 
electricity market. Unlike other EU countries, the Baltic states' power systems operate in parallel, 
synchronous mode with an IPS/UPS region transmission grid (integrated power system of 
Russia, Ukraine, Belarus, Kazakhstan, Kyrgyzstan, Azerbaijan, Georgia, Tajikistan, Moldova, 
Mongolia) rather than continental European power systems. The cross-border activities of the 
Baltic states, Russia and Belarus are mandated by a Belorussian, Russian, Estonian, Lithuanian 
and Latvian TSO BRELL agreement (Belarus, Russia, Estonia, Latvia, Lithuania). Currently, the 
market for cross-border activities with Russia and Belarus takes place only in the one direction, 
towards the Baltic states. Three Baltic TSOs signed a cooperation agreement on research work 
on potential Baltic energy system access to the EU internal electricity market and potential for 
synchronisation with continental Europe transmission systems, which analyses three possible 
scenarios. Work on possible synchronisation scenarios continues.

Currently interconnection and transmission capacity between the Baltic countries and other 
EU member states is sufficient only between Finland and Estonia. It is provided by the Estlink 
sea cables Estlink 1 and Estlink 2, which connect the Finnish and Estonian power systems. 
Estlink 1 (Harku-Espoo, transmission capacity 350MW) and Estlink 2 (Puusi-Anttila, transmission 
capacity 650 MW). 

In 2015 an interconnection construction between Lithuania and Sweden (NordBalt; 
transmission capacity700MW, from Klaipeda to Nibo) is expected to be completed. It is 
expected that the NordBalt interconnector will help to create a common, unified Baltic and 
Nordic electricity market and will ensure the possibility for Lithuania and Latvia to purchase 
electricity from hydro resources-rich northern European countries, thus reducing the energy 
dependency on third-world countries for electricity supplies. 

In order to improve the transmission system infrastructure in Latvia, the project "Kurzemes 
loks" is being developed. The first phase of the project included the construction of 330 kV 
high-voltage lines, connecting the 330 kV substation "TEC-1" with substation "Imanta", and was 
implemented in 2013. The second phase, the construction of 330 kV high-voltage lines from 
Grobiņa to Ventspils, was completed in 2014. Some 39% of these phases' construction cost 
was covered by the European Energy Programme for Recovery. "Kurzemes loks", third phase, is 

85 Source: http://ec.europa.eu/enterprise/policies/sustainable-business/climate-change/energy-intensive-industries/carbon-leakage/files/cl_literature_review_
en.pdf, accessed on 29 January 2015
86 Source: https://www.em.gov.lv/lv/nozares_politika/energijas_tirgus_un_infrastruktura/, accessed on 28 
87 Source: http://www.latvenergo.lv/lat/par_mums/razosana/, accessed on 28 January 2015
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expected to be completed by the end of 2019. "Kurzemes loks" is included in the list of CIP and 
its implementation has been assigned CEF funding. 

Latvia and Estonia are working on establishing the third interconnection. The project envisions 
connecting a "TEC-2" substation in Riga and Kilingi-Nomme in Estonia, as well as the Estonian 
side, to build a connection between Sindi and Harku. The project is expected to run until 2020, 
and will increase capacity between Latvia and Estonia to the tune of 500 or 600MW. The Latvia-
Estonia third interconnection is included in the list of CIP and its implementation has been 
assigned CEF funding. 

Distribution system

In order to ensure the supply of electricity to more than one million users in Latvia, the quality 
of the distribution system services is paramount. The distribution system operator provides 
the power supply to connect new users, conducts electricity implementation monitoring, 
electricity consumption metering and implements distribution network loss reduction 
prevention measures. The total length of the Latvian electricity distribution network in 2014 
was 94,701 kilometres. Distribution services are used for low voltage (0.4 kV) and medium 

Figure 21: Planned and existing interconnection infrastructure

 
Source: www.em.gov.lv
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voltage (6 to 20 kV) electrical equipment. Approximately one-third (35,235 kilometres) from 
the distribution system consists of medium voltage network and about two-thirds of low-
voltage network. Electrical supply is provided by 26,052 transformer substations. Electricity 
supply quality is evaluated by two indicators: power supply interruption duration per customer 
per year and frequency of power supply interruptions per customer per year. Over the past 10 
years improvement of both indicators has been one of the main tasks for all EU distribution 
system operators.

In 2013 power grid interruptions were recorded 30,179 times, which is 11% less than in 2012. 
The majority of power breaks were recorded in the low-voltage power grid. Unplanned outage 
duration for a single client was reduced to 192 minutes in 2013, in comparison with 256 
minutes in 2012. Quality indicators are affected by maintenance work on the network, as well 
as the location in which the grid operates. Access to the network is difficult as 53% of Latvian 
territory is covered in forests.

Quality parameter improvement was the priority of JSC "Sadales tīkls" (responsible for 99% of 
distribution systems in Latvia) in the last three years and remains its objective for the next 10 
years. The DSO Development Plan identifies the following priorities:

- restoration of a network grid via secure technical solutions and shifting priority to 
strategically important 6-20 kV grid rebuilding;

- improving power grid quality to end-users;

- increasing the efficiency of the connection process, reducing the required number of 
documents and speeding up the connection process;

- improvement of grid maintenance work, reducing the duration of outages;

- smart grid development;

- technology research and further optimisation of internal processes, for rapid implementation 
of the necessary technical solutions, which effectively allows achievement of objectives;

- improvement of cooperation with local governments and other utility companies, allowing 
more effective grid development.

Distribution networks are being connected to alternative energy producers’ generators more 
and more. Increasing the share of alternative energy connection has increased the impact 
on the normal operation of the network, customer electricity supply and voltage quality. 
Therefore, network technical personnel and technological equipment must be modified in 
order to ensure a harmonious distribution system offering a safe and high-quality performance 
in the future. 

Latvian electromobility development (according to the approved national electromobility 
development plan) means it is necessary to construct a single charging station infrastructure. 
A convenient public electric car charging infrastructure must consist of fast and medium-
fast charging stations equipped with auto identification, smart electricity accounting and 
centralised data storage infrastructure for optimal charging and organisation of the service. 
Taking into account the road length and the distance the electric car can travel on a single 
charge, the country would need to install about 1,000 such charging stations. When the 
construction of charging stations is planned, the existing distribution grid and the available 
capacity should be taken into account. This is required for the appropriate use and optimisation 
of costs. In order to implement the planned investment projects, it is necessary to develop 
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additional distribution system service tariff settings and tariff structure to ensure an efficient 
distribution system infrastructure. 

4.2.3. Opportunities in electricity sector
In the area division of the European Network of Transmission System Operators for Electricity 
(ENTSO-E) Latvia belongs to the Baltic Sea Region. The Baltic Sea Region comprises nine 
countries in three separate synchronous systems. The Nordic power system is hydro-dominated, 
with most of the hydropower plants located in Norway and northern Sweden. The difference 
in the energy balance of countries in the region between wet and dry years is significant. 
The continental system and the Baltic states are currently thermal power- dominated areas. 
Denmark and Germany stand out with a high share of wind power. 

The three main drivers for system evolution in the Baltic Sea region and especially in Latvia 
are market integration, integration of RES and conventional generation and security of supply. 
These drivers are followed by the refurbishment of ageing equipment. One of the biggest 
challenges regarding the main drivers is that there is a large uncertainty regarding the 
generation investments. On the EU-Russian border there is also uncertainty regarding market 
development. Until early 2010 the direction of flow was steady from Russia, since Russian prices 
have clearly been below the prices in the region, but in future with similar prices resulting from 
similar generation portfolios, CO2 price and fuel price changes, there may be fewer imports or 
even exports.88

Currently there are several ongoing projects in the sector of electricity designed to minimise 
these uncertainties and continue the evolution of the electricity grid. 

NordBalt89

Nordbalt will connect the Baltic and Nordic grids and integrate the Baltic countries with the 
Nordic electricity market and also increase security of supply. It consists of a 700 MW DC 
interconnector between Sweden and Latvia and associated internal grid reinforcements. 
Before phase 2 is implemented, the Nordbalt cable can be fully utilised thanks to a temporary 
system protection scheme. The project is key to the security of supply of the Baltic states and 
helps to integrate RES, especially in the Baltic states but also in southern Sweden. The project 
will have a social and environmental impact but the investments are at an early stage so it is 
not possible to describe the impact.

88 Source: https://www.entsoe.eu/Documents/TYNDP%20documents/TYNDP%202014/141031%20TYNDP%202014%20Report_.pdf, accessed on 31 January 
2015
89 Source: https://www.entsoe.eu/Documents/TYNDP%20documents/TYNDP%202014/141031%20RgIP%20BS_.pdf, accessed on 23 January 2015 
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Estonia-Latvia Third IC90

The planned third interconnection between Estonia and Latvia consists of two investments 
of which the main inter-area investment is the interconnection between Kilingi-Nõmme 
substation in Estonia and TEC2 substation in Latvia. It increases the capacity between Estonia 
and Latvia by 600 MW. The project will also help to improve security of supply and increase 
RES in the Baltic's western coastal areas. The project is also a precondition for construction 
of offshore wind parks in Estonia and Latvia. The Estonia-Latvia third interconnection is a 
significant project for the entire Baltic region, because it will increase competition on the 
electricity market in the Baltic states and between the Baltic states and Nordic countries. It will 
provide a reliable transmission network corridor to improve interoperability between the Baltic 
states. In addition, after commissioning, the projects forming the Baltic Energy Interconnection 
Plan, the reinforced Baltic states transmission system and connections to Nordic and Central 
Europe will also serve as an alternative route for exporting Nordic surplus to the Central 
European power system.

Baltic Corridor91

The Baltic Corridor project includes several investments to enable the increase of 600 MW 
through the Baltic states from North Estonia to the Lithuania-Poland border in the south of the 
Baltic states. The project reinforces Baltic market integration in the common European market 

Figure 22: Project 60: NordBalt phase 1

 
Source: www.entsoe.eu

Figure 23: Project 62: Estonia-Latvia Third IC

 
Source: www.entsoe.eu

90 Source: https://www.entsoe.eu/Documents/TYNDP%20documents/TYNDP%202014/141031%20RgIP%20BS_.pdf, accessed on 23 January 2015
91 Source: https://www.entsoe.eu/Documents/TYNDP%20documents/TYNDP%202014/141031%20RgIP%20BS.pdf, accessed on 23 January 2015



78

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

and offers great possibilities for large-scale RES integration up to 1200 MW. Additionally, this 
project can be considered as an alternative way to transfer electricity from North Scandinavia 
to continental Europe. The investments in this project are also seen as relevant preconditions for 
synchronous operation of the Baltic states with continental Europe. This means that the project 
also serves as a backbone for the project Baltic Synchronisation with CE. The project includes 
reinforcement of existing 330 kV lines internally and on the borders of the Baltic states. The new 
standards of line construction enable significant increase of the line capacity, up to 50%.

4.3. Natural gas sector
Europe is still heavily dependent on gas supplies from third-world countries, so it is necessary 
to take immediate steps to find an appropriate solution to this problem. To increase the security 
of energy supply in Europe, it is important to make efficient use of gas storage potential, thus 
reducing the potential negative effects of the supply shortages. In order to optimise the 
supply of natural gas and strengthen the country's energy security, gas companies in Europe 
increased investment in natural gas storage or storage services for cross-border development. 
Latvian UGS facility is the only gas storage facility in the Baltics. UGS fully ensures Latvian 
domestic demand for gas in winter, thereby creating stability in the region.

4.3.1. Natural gas market
Latvian natural gas is mainly used for electricity and heat production. In addition, natural gas 
is used for both industrial and domestic heating. Overall, the consumption of natural gas 
in Latvia over the last three years has decreased. Natural gas consumption is influenced by 
outdoor temperature during the winter months (in 2013 temperatures significantly exceeded 
the average norms), a shift from natural gas to alternative fuels in district heating, and the 
introduction of energy efficiency measures such as insulation of buildings. 

Figure 24: Project 163: Baltic Corridor

 
Source: www.entsoe.eu
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Key sectors where natural gas is consumed are the transformation sector (energy), the industry 
and construction sectors and the domestic sector. In the production of electricity about two-
thirds of the total gas consumption in the country is used. The two largest Latvian CHP plants 
are combined cycle plants fuelled with natural gas, which at the same time produces electricity 
and heat. CHP plant energy production, because of heating requirements, is seasonal. Natural 
gas prices in recent years have declined slightly. 

Figure 25: Total gas consumption in Latvia, million m3 per year

 
Source: Central Statistical Bureau of Latvia

Figure 26: Natural gas sales to major customers, 2014

 
Source: JSC “Latvijas Gāze”
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Latvia's natural gas supply system is not connected to the other EU member states, with the 
exception of the Lithuanian and Estonian systems. Latvia has only one natural gas supplier, 
Russia, and as a result has developed an isolated natural gas market, the so-called ‘energy island’. 
The gas supply business environment in the region and gas supply agreements practically 
exclude third parties except for a regional transmission system operator and access to UGS. 
The capacity of the gas pipeline is not sufficient to ensure gas supply to the Baltic states and to 
the northwest region of Russia during winter. Consequently, at the moment, the gas market in 
Latvia may only be considered technically open.

In the case of the electricity market Latvia has fulfilled and fully adopted the requirements 
of the European Union's Third Energy Package. The natural gas sector, on the other hand, 
has received derogation. Derogation is given under the criterion of an “isolated market”. The 
"Isolated market" applies until Latvia (Baltic states) has a direct interconnection to any EU 
member state, except Estonia, Lithuania and Finland, or the market share of the dominant 
gas supplier of natural gas in Latvian will fall below 75%. Derogation is in place until April 
2017. After that, if the derogation criterion is not met earlier, a law will come into force which 
states that it is necessary to ensure the distribution system operator's legal unbundling. The 
distribution system operator must submit a report to the regulator of its independence, which 

Figure 27: Baltic ‘energy island’

 
Source: Ministry of Economics of Latvia 
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will trigger full opening of the market and separation of the transmission system operator for 
natural gas and give the end-user the right to choose and to change merchants freely.

At the moment Latvia's natural gas sector and market are composed of a single vertically-
integrated company, JSC “Latvijas Gāze”, which provides natural gas supply, storage, 
transmission, distribution and trading. JSC “Latvijas Gāze” has entered into long-term contracts 
with the gas suppliers "Gazprom” and "ITERA Latvia" up to 2030, which ensures sufficient supply 
of natural gas to Latvian end-users. The UGS facility ensures that the available volume of gas is 
approximately equal to 1.5 years of gas consumption in Latvia. Regardless of derogation from 
the natural gas market liberalisation, JSC “Latvijas Gāze provides non-discriminatory access to 
gas transmission and storage based on technical capabilities and separate accounts for gas 
transmission, storage, distribution and sales as well as non-discriminatory and undisturbed 
access to the gas distribution networks as set by the Public Utility Commission Rules.

4.3.2. Natural gas infrastructure
The total length of the natural gas pipeline in Latvian is 1,239 km. The transmission system 
ensures the country's largest cities have a full gas supply; the link between gas transmission 
and distribution systems is supported by gas regulation stations using capacity reserves.

Latvijas Gāze (LV) Lietuvos Dujos (LT) Eesti Gaas (EE) Gasum (FI)

Gas consumption (mio.m3) 1 336 2 575 538 3 111

Gas PEB (%) 26.9 36 9 11

Gas transmission pipelines (km) 1 240 1 904 880 1 312

Gas distribution pipelines (km) 4 908 8 206 1 980 1 911

Number of customers 442 370 556 524 52 000 35 730

Service of apartment house customers 385 000 465 600 - -

UGC facilities (bcm) 4.5 - - -

Table 14: Comparison of key figures of Baltic gas companies 2014

 
Source: JSC “Latvijas Gāze”
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There is no indigenous gas production in Latvia. All the gas consumed in the country is 
imported from Russia by two 700 mm pipelines. During the warm period of the year part of the 
received gas is injected into Inčukalns UGS and the rest is delivered directly to the consumers. 
During winter, gas from the underground facility is delivered to Latvian customers, as well as 
customers in Estonia and Russia, thus securing reliable gas supply for the whole region. There 
is also a gas connection to Lithuania, but it has only been used in emergency cases or in the 
case of construction works or other situations when there is a need to supply customers in 
Latvia from the Lithuanian side. However, after construction of the Klaipeda LNG terminal it is 
expected that up to 200 mcm of gas annually from the terminal will be transported and stored 
in the Inčukalns UGS. Since the first natural gas supplies to Latvia began in 1962, some of the 
gas network is old, and the whole transmission system is designed for annual consumption 
of up to 4 bcm, more than twice the current consumption level in Latvia. After privatisation 
of JSC “Latvijas Gāze” in 1997, an technical assessment of the infrastructure was carried out 
and step-by-step modernisation of the whole gas supply system in Latvia started. Extensive 
modernisation works were carried out in the last decade. From 1997 to 2013 inclusive, 384.7 
million EUR were spent on modernisation and improvement of safety.92

The gas transmission network of Latvia was studied, and particular measures were proposed for 
increase of gas supply safety. Based on these studies a programme for inspection of pipelines 
and repair of discovered defects was elaborated. At present, 98% of the whole transmission 
network in Latvia is inspected and it is planned to finish inspection and repair of the defects 
discovered by the end of 2014.

Figure 28: Latvian natural infrastructure

 
Source: JSC “Latvijas Gāze”

92 Source: http://www.entsog.eu/public/uploads/files/publications/GRIPs/2014/GRIP_002_140514_BEMIP_2014-2023_main_low.pdf , accessed on 3 February 
2015
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Inčukalns Underground Gas Storage

The total volume of Inčukalns UGS is 4.4 bcm, including working gas volume of 2.3 bcm. 
Inčukalns UGS started its operation in 1968, and therefore overall modernisation was needed 
in order to meet modern gas storage standards. Before work was started, a few technical 
studies were carried out to decide on necessary modernisation and replacement measures. 

Modernisation and expansion of Inčukalns UGS will not only boost security of supply in the 
entire East-Baltic region, but also improve efficiency of the regional LNG terminal by offering 
the opportunity to store gas reserves and use them freely in the case of uneven supply. After 
completion of the interconnection between Finland and Estonia gas supply security for Finland 
will also be improved because gas reserves can be kept in storage

4.3.3. Opportunities in natural gas sector
As regards development of the natural gas infrastructure in the Baltic states the limited natural 
gas market must be taken into account in calculation of project payback options if it does not 
have investment support. To ensure energy independence with regard to natural gas supplies 
in the Baltic region a number of important interconnection infrastructure projects have been 
developed such as:

- Polish-Lithuanian gas interconnector construction (GIPL)

- Latvian-Lithuanian gas interconnector improvement

- LNG regional terminal

- Inčukalns UGS expansion and modernisation.

- Estonian-Latvian gas interconnection improvement.

In order for Latvia to fully implement the European Union's Third Energy Package the 
enhancement and modernisation of existing interconnections is required. The interconnection, 
interoperability and development of trans-European networks (TEN-E) for transporting natural 
gas are essential for the effective operation of the internal energy market in particular and the 
internal market in general. Users should have access to higher-quality services and a wider 
choice as a result of the diversification of energy sources, at more competitive prices. TEN-E 
also play a crucial role in ensuring the security and diversification of supply. Interoperability 
with the energy networks of third-world countries is essential. Access to TEN-E help to reduce 
the isolation and also promote sustainable development.93

Several projects have been identified as priority projects for trans-European networks.

Gas Interconnection Poland-Lithuania (GIPL)94

GIPL aims to connect the gas transmission systems in Poland and Lithuania and, consequently, 
enable the integration of the isolated gas markets in the Baltic states (and Finland) with 
Polish and EU gas markets, contributing to the creation of a regional gas market, enhancing 
competition and the security of gas supply. The project will also provide access to the global 
LNG market for the Baltic states. The construction of GIPL, as well as providing the above 
benefits for security and diversification of gas supplies in the Baltic region, will connect the 
Baltic states with the CEE countries, thus providing a strategic link between BEMIP and North-

93 Source: http://europa.eu/legislation_summaries/energy/internal_energy_market/l27066_en.htm, accessed on 3 February 2015
94 Source: http://www.entsog.eu/public/uploads/files/publications/TYNDP/2013/TYNDP_Corrigendum/TYNDP010_130709_Annex-A_InfrastructureProjects_Cor-
rigendum.pdf, accessed on 3 February 2015



84

In-depth review of the investment climate and market structure in the energy sector of the Republic of Latvia | 2015

South priority corridors in this part of Europe. Security of supply, market integration, reverse 
flows, diversification of sources, diversification of routes, and back-up for renewables are the 
considered benefits of this project. The aim of GIPL is the integration of the isolated gas markets 
of the Baltic states into the EU gas grid by introducing an alternative gas supply route to the 
Baltic states. This interconnection will diversify the gas supply sources, increase the security of 
supply and enhance competition in the gas market of the Baltic states. For the Baltic states, 
GIPL will provide access both to EU gas spot market and to the global LNG. From a long-term 
perspective, it may also be used for importing shale gas from Poland, if production is on a 
large scale. For the Polish market players, GIPL will provide the opportunity of using Latvian 
Inčukalns UGS. 

Enhancement of Latvia-Lithuania interconnection95

In order to further enhance Latvian-Lithuanian interconnection, a section of gas pipeline in 
Latvia must be built and the gas metering station in Lithuania should be upgraded. Benefits 
include security of supply, market integration, reverse flows, diversification of sources, and 
diversification of routes. The project will significantly increase the interoperability of Latvian and 
Lithuanian gas systems, improve security of supply for Lithuania and be part of an important 
route connecting the common European gas grid with gas systems of the East Baltic countries.

Modernisation of Inčukalns Underground Gas Storage96

The scientific institute VNIIGAZ completed extensive investigation of the equipment at 
Inčukalns UGS site and recommended modernisation of technological equipment and 
improvement of operational safety. The project is estimated to cost 376.5 million EUR. The 
objective of the project is a technical upgrade, increase of gas withdrawal capacity up to 35 
mcm per day and increase of the volume of working gas from 2,300 mcm to 2,835 mcm. 
The project is divided into three stages: the first two are related to the modernisation of the 
storage, and the third provides for its expansion. It is planned to complete the first two stages 
by 2020. Benefits include: security of supply, market integration, diversification of sources, 
diversification of routes, and back up for renewables. The implementation of the project will 
enhance cross-border interconnection capacity, strengthen economic cooperation in the 
region, build links between Poland and Lithuania, and strengthen economic cohesion with 
the common EU grid.

4.4. Renewable energy sector
According to the Central Statistics Bureau of Latvia, renewable energy power plants' installed 
electric capacity since 2008 increased by 127 MW to reach 1,701 MW in 2012, including 1,576 
MW in hydro power plants, 59 MW in wind power plants, 43 in MW biogas power plants and 
23 in MW biomass power plants. Most of Latvia's gross consumption of electricity is generated 
by the Daugava cascade HPP with a total capacity of 1,536 MW (39% in 2012). With increasing 
power output the production of electricity has increased as well; for example, in 2012 the 
volume of production from biomass (including biogas) rose to 288.6 GWh, that of a small 
hydroelectric power station 80 GWh, and that of wind power, 114 GWh.97 

95 Source: http://www.entsog.eu/public/uploads/files/publications/TYNDP/2013/TYNDP_Corrigendum/TYNDP010_130709_Annex-A_InfrastructureProjects_Cor-
rigendum.pdf, accessed on 3 February 2015
96 Source: http://www.entsog.eu/public/uploads/files/publications/TYNDP/2013/TYNDP_Corrigendum/TYNDP010_130709_Annex-A_InfrastructureProjects_Cor-
rigendum.pdf, accessed on 3 February 2015
97 Source: https://www.em.gov.lv/files/energetika/EM_21102014_Pamatnost.docx, accessed on 4 January 2015
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The practical potential of certain technologies to produce electricity using renewable energy 
is less than theorised. For example, a small river hydropower resources practically useable 
potential is lower due to the restrictions on the use of hydropower for protection of nature 
and landscapes and species migration, although the potential is estimated to range from 150 
to 300 GWh98 of electricity per year.

In 2014 the installed wind power capacity of Baltic countries reached 657 MW, of which Latvia 
accounted for only 67 MW, Estonia for 290 MW, and Lithuania for 300 MW. Baltic wind energy 
potential ranges from 4.5 up to 7TWh yearly (Estonia 4TWh, Latvia 1.5TWh, Lithuania 1.5TWh).

Given that Latvia is committed to achieving the 40% RES goal until 2020 in final energy 
consumption it will require further progress in relation to its current level of 36.3% renewable 
energy. In order to meet the commitment to greater energy produced from renewable energy 
during the period up to 2020 state aid measures will be required, taking into account the 
European Commission's “Guidelines on State aid for environmental protection and energy 
2014-2020”,99 Starting from 2016, a move to a market-based structure is needed to lay down 
certain principles of action in support of renewable energy and limit the government support 
mechanisms. Given that up to 2016 the minimum electricity procurement laws provide a 
moratorium on new rights to receive state aid, provisionally it is expected that the current 
state of the support mechanisms will grow to keep mandatory procurement components at 
the level of 2.69 EUR cents/kWh up to 2017.

Mandatory procurement of electricity and subsidised electricity tax

One of the most important obligations imposed on the public traders of electricity is the 
obligation to purchase electricity that is produced within the country in CHP plants or from 
renewable resources. 

Increased amounts of of RES in electricity contribute to mandatory procurement (hereinafter 
MP), which focuses on the promotion of electricity produced, using renewable energy, as well 
as contributing to the increase in compulsory purchase of electricity from high-efficiency 
cogeneration plants using RES. The Ministry of Economy data show that in 2013, within the 
framework of MP using RES electricity, 613.5 GWh of electricity were purchased. In recent years 
the number of power plants that use renewable energy has increased, including power plants 
that use biogas and biomass. Mandatory procurement components which include both the 
MP support costs for RES and cogeneration, which uses natural gas, are increasing every year, 
thus creating an additional burden for end-users.

In order to maintain support for the generation of electricity from RES or high-efficiency 
cogeneration plants, and avoid a substantial increase in MPC, leaving it at the 2013 level, the 
subsidised electricity tax (SET) law was introduced. SET's introduction was necessary in order 
to avoid increased cost for both power users and the state budget, which could jeopardise 
support for green electricity generation.

98 Source: http://www.rea.riga.lv/files/LR_%20Energetikas_pamatnostadnes_2007-2016.pdf accessed on 4 January 2015
99 Source http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:C:2014:200:FULL&from=EN , accessed on 4 January 2015
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RES energy in transport

Latvia, like other EU member states, should by 2020 achieve 10% RES energy in total energy 
consumption for transport. In 2011, Latvia transport sector accounted for 3.24% RES share 
of energy used; in 2012, 3.10%. Reaching this objective is considered to be a technological 
challenge. Several issues are apparent: an outdated fleet of cars, limited biofuel production and 
the need for reduction in fuel consumption as a whole.

The proportion of biofuels in Latvian primary energy consumption in 2012 was low and 
corresponded to only 0.94 PJ, that is, respectively, 0.22 and 0.13 PJ less than 2010 and 2011. 
Latvia is not currently producing nor using any second-generation biofuels made from wastes, 
residues, non-food cellulosic material or biomass material. Government analysis of the biofuel 
development industry aid instruments shows that the increase in demand is stimulated best 
by policy incentives directly related to consumption. The use of biofuels should be encouraged 
by a variety of indirect support measures.

In addition, during the period up to 2020 Latvia plans to implement a number of environmentally 
friendly transport development activities, starting with railway electrification and ending with 
zero-emission transport in Riga. All these measures will contribute to meeting a target of 10% 
renewable energy in transport.

4.5. Heating sector
Heating in Latvia is provided through district heating, local heating and individual heating 
systems. The municipality is responsible for supplying district heating in its administrative 
territory in accordance with the statutory requirements; 663 boilers and 132 CHP plants 
produced a total 7.46 TWh of district heat in 2012. District heating consumption structure in 
recent years has not changed; heating supply is 65- to 70% and hot water supply is 30 to 35%.

Figure 29: MPC distribution between CHP and RES from 1 April 2015

 
Source: Public Utility Commission
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Households are the largest district heating consumer, not only in 2012 but also in previous 
years.100

By region, the capital city of Riga consumes more than half of the total district heating in 
the country. Most district heating heat production systems are located in Riga, 90% of which 
are produced in a highly efficient cogeneration process. "Rīgas siltums" is the largest district 
heating company (43 heat production sources, including 5 heating plants and 38 gas boiler 
houses) in Latvia and Baltic countries.

According to the information provided by Latvian District Heating Association heating tariffs 
in different Latvian municipalities vary a lot. In 2014 one of the lowest rates for end-users for 
1 MWh was around 50 euros. Conversely, the highest rate in the county was more than 65 
euros for 1 MWh. This shows that throughout the country end-users may pay up to 23% more 
per 1 MWh of heat, depending on where they live. These differences in the heat tariffs are 
determined by various factors:101

•	 type	of	fuel	used,	up	to	90%	of	heat	production	variable	costs	are	impacted	directly	by	fuel	
costs;

•	heating	system	size	and	technical	condition;

•	heat	load	density,	i.e.	the	ratio	of	the	heat	consumption	to	the	size	of	the	area	covered	by	
the heating system;

•	 sufficient	district	heating	system	capacity	for	the	required	load.

There is a tendency whereby the difference between the highest and lowest heat tariffs is 
gradually reduced. The lowest rates in most cases will be increased in the future because they 
do not cover heat production and delivery costs, while the highest rates will be reduced thanks 
to heating system optimisation measures in major urban areas. 

Figure 30: District heating consumption by sector in 2012

 
Source: Central Statistical Bureau of Latvia

100 Source: https://www.em.gov.lv/files/energetika/EM_21102014_Pamatnost.docx, accessed on 4 January 2015
101 Source: http://www.lvportals.lv/visi/likumi-prakse/266420-jauna-apkures-sezona-paradu-mazak-bet-jadoma-ka-siltumu-taupit/, accessed on 4 January 2015
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In recent years, energy efficiency measures have enabled networks to reduce heat loss; for 
example, a reduction to 13% in Riga. Rapid improvements in energy efficiency measures 
in district heating are hindered by inadequate investment and the limited capacity of local 
governments to take out a loan, as well as the slow capital turnover rate. For these reasons, the 
municipalities are forced into using inefficient equipment, which leads to fuel overconsumption 
and inability to provide the required quality of heat supply. Through a complex system of 
renovation it should be possible to optimise the production of energy and reduce heat losses 
in transmission systems. 

Increase of RES capacity used in boiler heat production during the period from 2007 to 
2013 was promoted not only by targeting EU funds but also by using the Climate Change 
Financial Instrument. The Climate Change Financial Instrument (CCFI) is a Latvian state 
budget programme. CCFI focuses on reduction of global climate change, adaptation to the 
consequences of climate change and reduction of greenhouse gas emissions (for example, 
through measures that improve energy efficiency of buildings in both public and private 
sectors, through technologies that promote development, implementation and usage of 
renewable energy, and the implementation of integrated solutions reducing greenhouse gas 
emissions).102 For example, in 2012 the share of RES in district heating was 18.8%, and follows a 
trajectory showing a slow but constant rise. 

The Energy Efficiency Directive103 stipulates that by the end of 2015 each EU member state 
must carry out and provide the Commission with a comprehensive assessment of the potential 
for the application of high-efficiency cogeneration and efficient district heating and cooling. 
Where the assessment identifies cost-effective potential for the application of high-efficiency 
cogeneration and/or efficient district heating and cooling, member states shall take adequate 
measures for efficient district heating and cooling infrastructure to be developed and/or to 
accommodate the development of high-efficiency cogeneration and the use of heating and 
cooling from waste heat and renewable energy sources. For Latvia, the evaluation will provide 
an opportunity not only to assess the potential for district heating, but will also allow the CHP 
sector to be organised, ensuring a sustainable heating system.

In the guidelines of the project for the energy sector several proposals are considered for the 
heating sector. Because the guidelines are in the process of discussion they are not currently 
approved, and consequently these proposals may change. As a next step after the cogeneration 
and district heating system evaluation, evaluation of the existing heating regulations and 
legislative base will take place. Elimination of existing legal uncertainties and the option for 
end-users of selecting the most beneficial forms of heating are the goals of the evaluation. The 
problem of recent years has led to a situation where disconnection of apartment buildings 
from the district heating system not only increases the heat tariffs to other end-users but also 
poses a threat to the existence of or further development of district heating systems as a whole. 

102 Source: http://varam.gov.lv/lat/darbibas_veidi/KPFI/merki/, accessed on 4 February 2015
103 Source: http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2012:315:0001:0056:en:PDF, accessed on 1 March 2015
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Annex 1. Exception to National Treatment 
Excerpt from Energy Charter Blue Book

LAND/REAL ESTATE 

COUNTRY: LATVIA

MEASURES

Law on Land Reform in the Cities of the Republic of Latvia of 20 November 1991, as amended 
by Laws of 31 March 1994; 24 November 1994; 12 October 1995; 8 May 1997 and 15 April 1999, 
Article 20, paragraphs 3 and 4.

Law on Privatisation of Land in Rural Areas of the Republic of Latvia of 9 July 1992, as amended 
by Laws of 27 April 1993; 16 December 1993; 8 December 1994; 5 October 1995; 12 January 
1996 and 5 December 1996, Article 28, paragraphs 4 and 5.

SECTOR

National Economy.

LEVEL OF GOVERNMENT

National.

DESCRIPTION

Land may be obtained in ownership in cities or in rural areas by companies registered in the 
Latvian Enterprise Register

- where more than 50% of the fixed capital is owned by Latvian or EU nationals (has Latvian 
or EU citizenship), state or municipality – either separately or in any combination of these 
categories; or

- where more than 50% of the fixed capital is owned by individuals or foreign companies 
from countries with which Latvia has ratified international Agreements on Promotion and 
Protection of Foreign Investments.

PHASE-OUT

No plans at present.

OTHER EXCEPTIONS

None.
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Annex 2. List of BITs and DTAs

Partner Date of Signature Date of entry into force

Armenia 7-Oct-05 21-Apr-07

Austria 17-Nov-94 1-May-96

Azerbaijan 3-Oct-05 10-May-06

Belarus 3-Mar-98 21-Dec-98

Belgium and Luxembourg 27-Mar-96 4-Apr-99

Bulgaria 5-Dec-03 23-Jul-04

Canada 5-May-09 24-Nov-11

China 15-Apr-04 1-Feb-06

Croatia 17-Aug-02 25-May-05

Czech Republic 25-Oct-94 1-Aug-95

Denmark 30-Mar-92 18-Nov-94

Egypt 24-Apr-97 3-Jun-98

Estonia 7-Feb-96 23-May-96

Finland 5-Mar-92 7-Dec-92

France 15-May-92 1-Oct-94

Georgia 5-Oct-05 5-Mar-06

Germany 20-Apr-93 9-Jun-96

Greece 20-Jul-95 9-Feb-98

Hungary 10-Jun-99 25-Aug-00

Iceland 11-Jun-98 1-May-99

India 18-Feb-10 27-Nov-10

Israel 27-Feb-94 9-May-95

Kazakhstan 8-Oct-04 21-Apr-06

Korea, Republic of 23-Oct-96 26-Jan-97

Kuwait 5-Oct-01 21-Mar-04

Kyrgyzstan 22-May-08 11-Feb-09

Lithuania 7-Feb-96 23-Jul-96

Moldova, Republic of 22-Sep-99 14-Apr-00

Netherlands 14-Mar-94 1-Apr-95

Norway 16-Jun-92 1-Dec-92

Poland 26-Apr-93 19-Jul-93

Portugal 27-Sep-95 17-Jul-97

Table 15: Full list of Bilateral Investment Agreements concluded, 1 January 2015
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Partner Date of Signature Date of entry into force

Romania 27-Nov-01 22-Aug-02

Singapore 7-Jul-98 18-Mar-99

Slovakia 9-Apr-98 30-Oct-98

Spain 26-Oct-95 14-Mar-97

Sweden 10-Mar-92 6-Nov-92

Switzerland 22-Dec-92 16-Apr-93

Turkey 18-Feb-97 3-Mar-99

Ukraine 24-Jul-97 30-Dec-97

United Kingdom 24-Jan-94 16-Feb-95

United States 13-Jan-95 26-Dec-96

Uzbekistan 23-May-96 29-Jan-97

Vietnam 6-Nov-95 20-Feb-96
 

Source: UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
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States with which bilateral tax treaties have entered into force

No. States Date of Initiating Date of Signature Date of Entering 
into Force

Date from which 
the Treaty is 

Effective

1 Albania 06.07.07. 21.02.08. 10.12.08. 01.01.09.

2 United States of America 06.06.97. 15.01.98. 30.12.99. 01.01.00.

3 Armenia 03.10.97. 15.03.00. 26.02.01. 01.01.02.

4 Austria 10.11.03. 14.12.05. 16.05.07. 01.01.08.

5 Azerbaijan 13.09.02. 03.10.05. 19.04.06. 01.01.07.

6 Belarus 27.01.95. 07.09.95. 31.10.96. 01.01.97.

7 Belgium 15.07.98. 21.04.99. 07.05.03. 01.01.04.

8 Bulgaria 30.05.03. 04.12.03. 18.08.04. 01.01.05.

9 Canada 07.07.94. 26.04.95. 12.12.95. 01.01.96.

10 People's Republic of China 
- amending Latvia – China 
bilateral tax treaty dated of 
07.06.96.

19.04.96.

04.07.11.

07.06.96.

24.08.11.

27.01.97.

19.05.12.

01.01.98.

01.01.13.

11 Croatia 08.10.99. 19.05.00. 27.02.01. 01.01.02.

12 Czech Republic 03.03.94. 25.10.94. 22.05.95. 01.01.96.

13 Denmark 14.01.93. 10.12.93. 27.12.93. 01.01.94.

14 Estonia 20.09.01. 11.02.02. 21.11.02. 01.01.02.

15 Finland 14.01.93. 23.03.93. 30.12.93. 01.01.94.

16 France 13.04.95. 14.04.97. 01.05.01. 01.01.02.

17 –Georgia

–Protocol amending Latvia – 
Georgia bilateral tax treaty dated 
of 13.10.04.

25.05.01.

03.03.11.

13.10.04.

29.05.12.

04.04.05.

27.11.12.

01.01.06.

01.01.13.

18 Germany 07.04.95. 21.02.97. 26.09.98. 01.01.96.

19 Greece 07.02.02. 27.03.02. 07.03.05. 01.01.06.

20 Hungary 25.02.02. 14.05.04. 22.12.04. 01.01.05.

21 Iceland 14.01.93. 19.10.94. 02.10.95. 01.01.96.

22 India 15.03.12. 18.09.12. 29.12.13. 01.01.14.

23 Ireland 16.05.97. 13.11.97. 18.12.98. 01.01.99. Latvia
06.04.99. Ireland

Table 16: Full list of tax conventions signed by Latvia, 1 January 2015
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States with which bilateral tax treaties have entered into force

No. States Date of Initiating Date of Signature Date of Entering 
into Force

Date from which 
the Treaty is 

Effective

24 Israel 18.01.06. 20.02.06. 13.07.06. 01.01.07.

25 Italy 21.12.95. 21.05.97. 16.06.08. 01.01.09.

26 Kazakhstan 19.12.96. 06.09.01. 02.12.02. 01.01.03.

27 Kuwait 28.01.09. 09.11.09. 25.04.13. 01.01.14.

28 Kyrgyzstan 04.07.03. 07.12.06. 04.03.08. 01.01.09.

29 Lithuania 27.11.92. 17.12.93. 30.12.96. 01.01.95.

30 Luxembourg 25.04.02. 14.06.04. 14.04.06. 01.01.07.

31 Macedonia 17.03.06. 08.12.06. 25.04.07. 01.01.08.

32 Malta 21.01.00. 22.05.00. 24.10.00. 01.01.01.

33 Mexico 03.06.11. 20.04.12. 02.03.13. 01.01.14.

34 Moldova 12.07.96. 25.02.98. 24.06.98. 01.01.99.

35 Montenegro 01.07.05. 22.11.05. 03.06.06. 01.01.07.

36 Morocco 07.09.07. 24.07.08. 25.06.09 01.01.10.

37 Netherlands 01.10.93. 14.03.94. 29.01.95. 01.01.96.

38 Norway 14.01.93. 19.07.93. 30.12.93. 01.01.94.

39 Poland 01.07.93. 17.11.93. 30.11.94. 01.01.95.

40 Portugal 02.10.00. 19.06.01. 07.03.03. 01.01.04.

41 Romania 06.02.98. 25.03.02. 28.11.02. 01.01.03.

42 Russia 14.05.08. 20.12.10. 06.11.12. 01.01.13.

43 Serbia 01.07.05. 22.11.05. 19.05.06. 01.01.07.

44 Singapore 02.10.98. 06.10.99. 18.02.00. 01.01.01.

45 Slovakia 15.05.98. 11.03.99. 12.06.00. 01.01.01.

46 Slovenia 26.11.99. 17.04.02. 18.11.02. 01.01.03.

47 South Korea 10.12.99. 15.06.08. 26.12.09 01.01.10.

48 Spain 20.07.01. 04.09.03. 14.12.04. 01.01.05.

49 Sweden 13.01.93. 05.04.93. 30.12.93. 01.01.94.

50 Switzerland 30.03.01. 31.01.02. 18.12.02. 01.01.03.

51 Tajikistan 02.12.07. 09.02.09. 29.10.09 01.01.10

52 Turkey 09.01.98. 03.06.99. 23.12.03. 01.01.04.

53 Turkmenistan 14.06.12. 11.09.12. 04.12.12. 01.01.13.

54 Ukraine 02.11.95. 21.11.95. 01.08.96. 01.01.97.

55 United Arab Emirates 20.02.09. 11.03.00. 26.02.01. 01.01.14.
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States with which bilateral tax treaties have entered into force

No. States Date of Initiating Date of Signature Date of Entering 
into Force

Date from which 
the Treaty is 

Effective

56 United Kingdom 22.10.93. 
(note of 

agreement) 
22.03.95.
(initial)

08.05.96. 30.12.94. 01.01.97. 
Latvia

01./06.04.97.
United Kingdom

57 Uzbekistan 08.06.98. 03.07.98. 23.10.98. 01.01.99.

States with which bilateral tax treaties have been initiated but have not been signed

States Date of Initiating

1 Bosnia and Herzegovina 09.08.07.

2 Egypt 05.08.10.

3 Mongolia 17.02.06.

4 Norway – protocol amending Latvia-Norway bilateral tax treaty dated 
19.07.93.

12.05.11.

5 Qatar 24.01.13.

6 South Africa 27.05.99.

7 Tunisia 19.06.08.

States with which negotiations have been initiated 

States Rounds

Cyprus 2 rounds of negotiations

Japan agreement procedure by means of 
correspondence 

Pakistan 1 round of negotiations

South Africa new draft proposal has been sent

Vietnam 1 round of negotiations
 

Source: http://www.fm.gov.lv/en/s/taxes/conventions/status/
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United Nations (UN)

United Nations Educational, Scientific and Cultural Organisation (UNESCO)

Council of the Baltic Sea States (CBSS)

Organisation for Security and Co-operation in Europe (OSCE)

Council of Europe

Energy Charter Treaty

European Bank for Reconstruction and Development (EBRD)

European Conference of Ministers of Transport

European Committee for Standardisation (CEN)

Hague Conference on Private International Law

Organisation for the Prohibition of Chemical Weapons

World Bank

Food and Agriculture Organisation (FAO)

Interparliamentary Union (IPU)

World Trade Organization (WTO)

World Health Organization (WHO)

International Civil Aviation Organisation (ICAO)

International Labour Organisation (ILO)

World Organisation for Animal Health (OIT)

International Finance Corporation

International Maritime Organisation (IMO)

International Criminal Police Organisation (INTERPOL)

International Military Sports Council

International Organisation on Migration (IOM)

International Council of Museums (ICOM)

International Committee of the Red Cross

International Organisation of Standardisation (ISO)

International Telecommunication Union (ITU)

International Waterfowl and Wetlands Research Bureau (IWRB)

Universal Postal Union (UPU)

World Meteorological Organisation (WMO)

Table 17: Latvia’s membership of international organisations, 2 December 2014104

 
Source: http://www.mfa.gov.lv/en/about-the-ministry/publications/yearbook-2000/latvia-s-membership-in-

international-organisations 

Annex 3. Membership of International Organisations

104 Listed are the most important organisations of which Latvia is a member
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Annex 6. Abbreviations

BEMIP Baltic Energy Market Interconnection Plan

BIT Bilateral Investment Treaties

BRELL  Transmission System Operators agreement between Belarus, Russia, Estonia, 
Latvia and Lithuania

CCFI Climate Change Financial Instrument

CEF Connecting Europe Facility

CHP Combined Heat and Power

CIP Common Interest Projects

CSB Central Statistics Bureau of Latvia

DSO Distribution System Operator

DTAA Double Taxation Avoidance Agreements

EC European Commission

ECT Energy Charter Treaty

EEDS European Energy Security Strategy

ENTSO-E European Network of Transmission System Operators for Electricity

ENTSOG European Network of Transmission System Operators for Gas

EU European Union

EUA European Union Allowance

EUR Euro 

EU ETS European Union Emissions Trading System

FDI Foreign Direct Investment

GDP Gross Domestic Product

GHG Greenhouse Gas

GIPL Gas Interconnection Poland-Lithuania

GWh Gigawatt-hours

HPP Hydroelectric Power

ICMS Investment Climate and Market Structure

IEA International Energy Agency

JSC Joint Stock Company

kW Kilowatt

kWh Kilowatt-hours

LIAA Investment and Development Agency of Latvia

LLC Limited Liability Company

LNG Liquefied Natural Gas
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MPC Mandatory Purchase Component

PEEREA Protocol on Energy Efficiency and Related Environmental Aspects

PJ Petajoule

PUC Public Utilities Commission

R&D Research and Development

RES Renewable Energy Sources

SET Subsidised Energy Tax

TEN-E Trans-European networks

TSO Transmission System Operator

UGS Underground Gas Storage

US United States of America
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