Country Profile Latvia State: December 2022

State Latvia
c Status EU membership Member country since 1 May 2004?
o Participant of Energy Community since 23
g September 20142
5 Population 1.875, 757 (2022)3
£ Land area (km?) 62,230 km? (2020)*
© Total area 64,594 km? (2023)°
g Urban population (%) 68 % (2021)°
(U]
GDP (current USS billion) 38.87 (2021)
GDP per capita (EURO) 26,030 (2021)8
Annual net earnings (Single 11,225.50(2021)°
s person without children earning
s 100% of average earning (EURO)
.g Median hourly earnings (EURO) Males: 5.43 (2018)
) Females: 4.48 (2018)%°
5
§ World Bank economic High-income country!!
g classification (2021)
g Unemployment 7.6 % (2021)*2
n (% of total labor force)
Current - Third highest share of renewable energy (42.13 % in gross final
energy energy in 2020%3) in energy consumption in the European Union*.
sources o gross consumption of RES amounted to 74.2 petajoules (PJ) in
2020 and 78 PJ in 2021%
o the share of fuelwood in the total RES consumption was 78.6 %
in 2020 and 80.1% in 20211
- In 2020, 3650 GWh out of 5725 GWh (64 %) electricity generated in
Latvia was renewable; compared to 2019, the volume generated
from RES increased by 14.3 % (by 457 GWh)Y’
- In 2021, 3718 GWh out of 5846 GWh (64 %) electricity generated in
Latvia was renewable; compared to 2020, the volume generated
from RES increased by 1.9% (by 68 GWh)*®
o wind power plants produced 177 GWh in 2020 (3,1 %) and 141
GWh in 2021 (2,4 %). Average annual production during last 5
years (2017-2021) is 149 GWh?°. Total capacity of wind power
= plants 78 MW.
E o solar power plants produced 5 GWh in 2020 (0,09 %) and 7
7 GWh in 2021 (0,1 %) (133% (4 GWh) increase from 2019)%.
£ Boom of solar PV capacities in 2022, the connected total
_5 capacity to the power distribution system has reached 85 MW
§ in October 20222, compared to 7 MW in 2021.
= o electricity generation from Hydro and marine constituted 2 603
> GWh in 2020 (45%)% and 2636 GWh (45.1%) in 2021%.
E o bioenergy constituted 865 GWh (15%) in 2020.2*
L
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- Substantial hydropower generation capacity?® - 1559 MW of the
Daugava river cascade (large hydro power plants) and 28 MW of
small hydro power plants?,

- Latvia has been dependent on natural gas imported from the Russian
Federation via pipelines. At the same the already operating LNG
terminal in Klaipeda (Lithuania), start of operation of new LNG
terminal in Finland and the opening of Poland-Lithuania natural gas
networks connection contribute in eliminating this dependency. In
addition, Latvian government has assessed the Skulte location as
appropriate for LNG terminal in Latvia and the developer has “green
light” to further develop the project. The Baltic states has a well-
developed natural gas networks connection and region-scale
underground storage in Incukalns in Latvija.

- Amendments (adopted 14" July 2022) to the Energy Law states that
natural gas import from Russian Federation is prohibited from the
01.01.2023%.

- On June 28, 2018, a political decision was made on the
synchronization of the Baltic States power system with Continental
Europe and disconnection (desynchronization) from the electricity
systems of Russia and Belarus until the end of 2025, but due to the
complicated existing geopolitical situation in the world and the war
in Ukraine, desynchronisation in emergency conditions from the
electricity systems of Russia and Belarus could happen even

sooner?,
Climate - Latvia’s emissions of greenhouse gases are one of the lowest in
protection Europe both in total emissions and emissions per capita®. Total
targets emissions (without LULUCF) in 2020 have decreased by almost 60%

compared to 1990%.

- Latvia aims to achieve climate neutrality by 2050.3!

- Latvia’s national target in ESR sector, planned to be stated according
to the EU “Fit for 55 package”, is 17% GHG emissions reduction in
2030 compared to 2005.

Renewable - According to EU policy Latvia must increase the share of renewable
energy energy in its final energy consumption3?; The Latvia’s National Energy
targets and Climate Plan for 2021-2030 (NECP2030) envisions the share of

RES to be 50% by 203033:

o the indicative share of renewable energy in electricity
production should reach at least 60 %, particularly by
increasing installed capacity of wind and solar photovoltaic,
expanding biomass and biogas capacities is not planned,

o the share of RES in heating and cooling sector should increase
by at least 0.55 % per year to reach indicatively 57.59%, by
expanding biomass utilisation, use of heat pumps and solar
heat collectors,

o increasing the share of renewable energy in transport (e.g. by
promoting production of biomethane, railway electrification,
electrical mobility, etc.).

The particular numbers will be updated in 2023 during the re-cast of the
NECP2030 to fit the actual state of the EU climate targets and EU “Fit for
55 package”.

Renewable - Currently the situation is changing.
energy - The Baltic coast and the inland have wind conditions suitable for wind
potential parks, both onshore and offshore. A recently adopted (29%
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September 20223%*) law provides for a simplified procedure for the
construction of wind power plants (WPP) with a total capacity of at
least 50 MW, as well as for solar PV ground-mounted parks of a total
capacity of at least 10 MW, and the necessary infrastructure, until the
total capacity of WPP within the scope of this law reaches 1000 MW.

- The state-owned electricity utility company Latvenergo and Latvian
State Forests have established in July 2022 the joint Ltd “Latvia’s
Wind Parks” (“Latvijas véja parki’) and are planning a joint
investment3>. The companies plan to set up 100 to 120 wind turbines
with the total capacity of 800 MW, which means an annual
production of 2.4 terawatt hours (TWh) of electricity. This equals
around 30% of electricity consumed in Latvia in 2021.3¢

- the development process of Latvian-Estonian off-shore wind part ELWIND
has started, the planned Latvia’s assigned capacity is 500 MW in 2030, if
project will be implemented in full scale.

- Large-capacity electricity generation from solar energy has so far not
been developed in Latvia, although Latvia might have a similar
potential as other European countries, where such production has
developed. For instance, the project developer European Energy has
recently announced plans to build a 110 MW solar farm in Latvia.?’

- In general, one can be the huge interest for the development of RES
capacities in Latvia. On the middle 2022 the total reserved capacity
by RES (both wind and solar) projects’ developers was more than 4
GW?32 (of course cannot be expected that all proposed projects will
be implemented)

- Currently, the Latvian electricity transmission system is able to
accept up to 800 MW of additional new RE capacity (about a third of

the total electrical capacity currently installed in Latvia).*
Renewable - There has been a lack of effective support schemes for the use of RES in
energy the electricity sector. Hence, neither feed-in premiums nor competitive
support bidding/auctions are currently applied for RES electricity producers in
regime Latvia. A poorly designed RES-support programme in the form of feed-

in tariffs in the past led to a bad image of renewable energy projects in
Latvian society.

- The legislative provisions are adopted to ensure a controlled closure of
the existing FIT scheme. From 26™ May 2011 the new RES-electricity
producers and from 10™ September 2012 the new RES-CHP producers
have no rights to qualify for the FIT. On 1st November 2022, still around
90 MW (total) of RES capacity continued to participate in the FIT
scheme®,

- Since 1January 2014, there is a net-metering scheme for PV installations
in households.**. Amendments to the net metering system were
adopted in 2020 and made microgeneration from PV economically
more feasible for households.

- In 2022, the government introduced a new financial support scheme*?
for private homeowners who can apply for investment co-financing
(grant) for RES utilizing micro-technologies both for electricity and/or
heat production®®. The total assigned financial aid volume is 30 MEUR.
The solar PV projects clearly dominate (about 90% of the total number
of projects) within the implemented technologies*’. The support for
solar PV technologies is up to €4,000.
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- This led to a boom in terms of new PV installations.*® The total number
of solar PV microgenerators has reached in 2022 10 thousand ones
expected to be doubled in 2023.

- The recently adopted amendments to the Electricity Market Act from
July 2022 introduce in addition to the net metering scheme a net
accounting scheme. Furthermore, both natural persons (households)
and legal persons shall be eligible for net metering/accounting., but also
legal persons.

- Inits turn, based on the agreement with the electricity (retail) trader,
energy communities are entitled to share electricity and sold to the
trader surplus (non-shared) electricity on agreed price.

- There is no effective support mechanism for energy communities in
place. However, the recent amendments to the Energy Law envisage
that the Ministry of Economics elaborates financial support
programmes for RECs. Few possible financial support programs are
noted in which the REC might be the beneficiary (see below), however
no one of them for the time being is developed in the details.

Legal and political framework for citizen energy

Relevant laws, policies, and plans

Energy Law (Energétikas likums)*®

Electricity Market Law (Elektroenergijas tirgus likums)*’

Law on the Simplified Procedures for the Construction of Energy Supply Structures
Necessary for the Promotion of Energy Security and Independence (Energétiskas
drosibas un neatkaribas veicinaSanai nepiecieSamas atvieglotas energobivju
bavniecibas kartibas likums)?®

Latvia’s National Energy and Climate Plan 2021-2030%°

Access of renewable energy plants to the grid is subject to the general legislation on
energy.*°

Regulatory framework for citizen energy

Despite the transposition deadlines of the “Energy for all Europeans” legislative
package of 2020, renewable energy communities (RECs) and citizen energy
communities (CECs) have only recently been introduced into the Latvian legal
framework by the amendments to the Energy Law ! and the Electricity Market
Law®? adopted by the Parliament (Saeima) on 14 July 2022. The provisions of both
amendments will come into force on 1 January 2023.

The amendments to the Energy Law provide the general framework for energy
communities. They introduced a legal definition for an “energy community”
concept, the amendments provide further specifications for RECs and ‘electricity
energy communities’ (Latvian equivalent for CEC)3 and state that the legal forms
of an energy community (including REC) can be: association, foundation®*,
cooperative society>®, commercial company — partnership or capital company, or
other civil liability society.>®

The amendments to the Electricity Market Act specify the activities, rights, and
duties of both jointly acting self-consumers (at building or block level) and energy
communities in the electricity sector. The amendments to the Act also provide
for an expansion of the net-metering system (see above), which can now be used
by both individuals and legal entities®’.
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- By 30 June 2023, the Ministry of Economy, in co-operation with the Ministry of
Environmental Protection and Regional Development, shall elaborate and publish the
‘Guidelines for the Formation of Energy Communities’, including the
recommendations for public persons (public authorities) regarding the provision of
public support for energy communities and their participation in energy
communities.

- Latvia’s EU Cohesion Policy Programme for 2021-2027%8 includes the specific support
objective No 2.1.4 to promote solar PV systems (including storage equipment for
produced electricity). Beneficiaries of this programme are planned the commercial
sector, municipal capital companies, cooperatives, energy communities and
households.> ERDF co-financing is planned in the amount of 20 million € in total for
all groups of beneficiaries, however the details of the programme are not yet
elaborated.

- Another source could be the Latvia’s Modernisation Fund, The draft of the priority
directions for the 2023-2025 period states as one of the priority directions the
support for energy communities®.

- Latvia’s Plan of the Recovery and Resilience Facility®! does not address energy
communities.

- Public involvement in energy production using zero-emission technologies is generally
categorised as low and most potential self-consumers still do not have access to
incentive mechanisms

- Atthe same time new (2022) financial support programme for homeowners’ energy
self-production (described in the section “Renewable energy support regime”
above) seems rather effective as it results in boom of solar PV technologies.

- There are no quantified targets for RES community energy development stated in the
Latvian NECP 2020-2030.%2

Evaluation of the legal framework
An assessment is provided in the publication “Comparative Assessment of Enabling
Frameworks for RECs and Support Scheme Designs.” 5

- Several key elements are missing in the legal and regulatory framework. The
removal of barriers and the development of an effective enabling framework is
particularly important.

- Existing support instruments are not sufficient. Financial support instruments are
needed, accompanied by a differentiation of distribution system services’ tariffs
and in combining information, capacity development with economic incentives®

* An updated assessment is available at the REScoop Transposition Tracker®®.

Existing citizen energy projects

and/or research initiatives

Citizen Marupe - Pilot project in the EU Interreg programme Co2mmunity
energy project®®
projects “Analysis performed addresses the possibilities to develop renewable

energy community projects in Marupe municipality. The study assesses
community formation opportunities in the municipality for the
production of electricity and / or heat using renewable energy sources,
as well as outlines possible solutions for existing resident
communities.”®’

Pilot projects, within the extension project Energize Co2mmunity (see
below) are sited (solar technologies installed in 2020) in the two sites:
(1) the multi-apartment building (solar heat collectors for pre-heating
of water for heating and solar PV panels to supply common premises)
and (2) the row-houses building (6 sections-apartments, solar PV
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rooftop panels on the rooftop section with individual inverters for each

section).%®
Research and EnergyPROSPECTS - PROactive Strategies and Policies for Energy
capacity Citizenship Transformation (Horizon2020 programme project)®,
building - Time: May 2021 — April 2024
activities - 9 partners from nine countries

- Partnerin Latvia: University of Latvia (Faculty of Geography and
Earth Sciences),
- Lead partner: National University of Ireland Galway
COME RES: Community Energy for the uptake of RES in the electricity
sector. Connecting long-term visions with short term actions (Horizon
2020 programme project)’®
- Time: September 2020 — February 2023
- 16 partners from nine countries
- Latvian Stakeholder Desk founded, in January 2021 the first
stakeholder workshop hold”?
- Partners in Latvia: Latvian Environmental Investment Fund,
Institute of Physical Energetics
- Lead partner: Free University Belin (Germany)
Co2mmunity’?
- co-funded under the INTERREG programme
- project partners consortium consisted of 8 organisations including
government, energy agencies, a municipal utility, and universities
from eight different countries within the Baltic Sea Region
- Riga Planning Region project partner in the first project
mission had been to facilitate community energy (CE) project
development as part of a transition to RES via creating local
partnerships for energy project development, providing
knowledge, developing tools, and organising stakeholder meetings
- latvian Handbook for Community Renewable Energy Project
Development developed in the project
- The study “Assessment of the Technical, Financial and Legal
Aspects of the Implementation of Community Energy Projects”
includes an analytical overview of the feasibility and constraints of
implementing specific types of renewable energy community
projects.”
Energize Co2mmunity’*
- extension project of the original Co2mmunity project
- 10/2020-09/2021
- Aim: Real-life implementation of renewable community energy
projects.
Lead Partner: Kiel University, Working Group Economic Geography
Power Poor: Empowering Energy Poor Citizens through Joint Energy
Initiatives (Horizon 2020 programme project)’®
- Time: September 2020 — August 2023
- 15 partners from eleven countries
- Partnerin Latvia: Zemgale Regional Energy Agency
- Lead partner: National Technical University of Athens

- NGOs - Green Liberty

§ » - Baltic Environmental Forum

< 2 g - Pilséta cilvékiem (City for People)
€3 ©

- Latvian Association of Solar Energy
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Governmenta - Ministry of Economics
| bodies - Ministry of Environmental Protection and Regional Development
- A new Ministry of Climate and Energy (started 01.01.2023)
- The State Construction Control Bureau of Latvia (authority
responsible for registration of energy communities)
- the Public Utilities Commission (Regulator)
- Latvenergo AS (state owned electric utility company)
- Distribution System Operator (DSO) Sadales tikli AS”(subsidiary of
Latvenergo AS, covering 99% of the Latvian territory)

Local - Latvian Association of Local and Regional Governments
governments -  Municipalities of Riga Marupe, Rézekne etc.
- Riga city Energy Agency
Planning - Riga Planning Region
regions”’ - Vidzeme Planning Region
Private actors - Ltd. “Ekodoma”

International
/ supra-
national
actors
Academia - Riga Technical University: Institute of Power Engineering, Institute
of Energy Systems and Environment

- Institute of Physical Energetics

- University of Latvia
Others - Zemgale Regional Energy Agency

- Latvian Environmental Investment Fund

- Latvian Rural Forum”®

- Association “Green and Smart Technology Cluster

Summarizing evaluation

Fields of Action Launch targeted information campaigns demonstrating feasibility,
principles, functioning mechanisms, benefits, drawbacks and support for
collective citizen and community energy projects

- Disseminate good practice examples from Latvia and the neighbouring
countries Estonia and Lithuania, as well as other countries

- Promote the development of pilot projects of energy communities in the
rural areas of Latvia

- Fully transpose the recast Renewable Energy Directive (REDII) and
Electricity Market Directives and develop secondary legislation specifying
the needed details including proximity rules and rules for electricity sharing

- Provide an effective enabling framework for renewable energy
communities pursuant to the provisions laid down in Article 22(4) of RED II.

- Establish effective support schemes for RES in general and for energy
communities in particular. Support schemes for renewable energy
communities should cover the different phases of a community energy
project providing pre-investment, investment and operational support.

- Encourage energy sharing and collective self-consumption in multi-family
apartment buildings and consider introducing differentiated distribution
system service tariffs.

- Assess the solar PV potential of public/municipal roofs including sport
facilities, schools, kindergartens etc. and the extent to which citizens might
be involved in the utilization of solar PV technologies and benefit directly
or indirectly via co-ownership, energy sharing etc.

7”79
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- Assess the suitability of public/municipal land for the development of
community wind farms or community solar PV farms (ground-mounted)

- Inform municipalities of the benefits of community energy and provide
capacity building, training and networking; encourage the participation of
public / local authorities in community energy projects

- Establish single contact points providing information and support for
municipalities, citizens and SMEs on existing initiatives, good practices,
availability of financial support, administrative procedures etc.

Authors of the country profile: Michael Krug, Tamara Mitrofanenko, Gesa Geililer
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