Disclaimer: The English language text below is provided by the Translation and Terminology Centre for information only; it confers no rights and imposes no obligations separate from those conferred or imposed by the legislation formally adopted and published. Only the latter is authentic. The original Latvian text uses masculine pronouns in the singular. The Translation and Terminology Centre uses the principle of gender-neutral language in its English translations. In addition, gender-specific Latvian nouns have been translated as gender-neutral terms, e.g. chairperson.
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Republic of Latvia

Cabinet 

Regulation No. 9

Adopted 8 January 2002

Requirements for Combined Heat and Power (CHP) Plant and Procedures by which Purchase Price of Surplus Electricity Produced shall be Determined  

Issued pursuant to Section 41, Paragraph one of the Energy Law 

I. General Provisions

1. These Regulations prescribe the requirements for combined heat and power (CHP) plants in relation to their operating regimen, safety and efficiency of supply, as well as the uniform procedures by which, after the deduction of the amount used for the needs of the stations themselves and taking into account the fuel type and efficiency, the price shall be determined the for that amount of electricity produced, which shall be purchased as surplus (hereinafter – surplus electricity) by the licensed electricity transmission or distribution undertaking (system operator) (hereinafter – system operator) – for provision of the production process.

2. The price determined in accordance with these Regulations shall be applied if combined heat and power (CHP) plants conform to the requirements of these Regulations. Combined heat and power (CHP) plants shall sell the surplus electricity at an agreement price if the determination of the price in accordance with the procedures specified in these Regulations is not applicable to such stations.

3.  The price of electricity produced that is determined in accordance with these Regulations shall not restrict the rights of the relevant combined heat and power (CHP) plant to sell the surplus electricity at an agreement price.

4. These Regulations do not regulate the purchase of surplus electricity produced from condensation plants and the procedures for determination of the price of the referred to electricity.

II. Requirements for Efficiency, Regime and Safety of Combined Heat and Power (CHP) Plants
5. A combined heat and power (CHP) plant, which in accordance with these Regulations determines the price at which the system operator purchases its surplus electricity, shall be a station which utilises the co-generation cycle with such efficiency of fuel utilisation as is expressed by an efficiency coefficient that is not less than 80 %.

6. The price which has been determined in accordance with these Regulations shall be applied to the purchase of the surplus electricity only if a combined heat and power (CHP) plant provides the centralised heating system with at least 75 % of the thermal energy produced in the co-generation cycle.

7. If the efficiency of a combined heat and power (CHP) plant and the amount of the thermal energy transferred to the centralised heating system do not conform to the requirements specified in Paragraphs 5 and 6 of these Regulations, the surplus electricity from such station may be purchased at an agreement price.

8. A combined heat and power (CHP) plant shall observe the safety requirements for supply which have been specified in the contracts between a station and a centralised heating system operator or a station and a system operator respectively; it shall not exceed the maximum permissible deviations determined in the contracts.

III. Underlying Principles for Price Determination
9. In determining the price the following fuel classification shall be taken into account:

9.1. fossil fuel;

9.2. renewable resource (including wood, other bio-mass, bio-gas). If on average within a year co-generation not less than 75 % of energy produced in co-generation equipment of a station is from renewable resources, such a station shall be classified as a station which utilises renewable resources;

9.3. peat. Peat as a local energy resource is subject to the conditions for production of electricity produced that relate to renewable energy resources. 

10. A power plant may have the following operating regimen: 

10.1. co-generation cycle in accordance with Paragraph 5 and 6 of these Regulations;

10.2. condensation regimen;

10.3. both regimes simultaneously.

11. Surplus electricity produced in the co-generation regime shall be purchased at the price that has been determined in accordance with Paragraphs 18, 19, 20, 21 or 22 of these Regulations depending on the fuel utilised and the rated output of the stations.

12. Surplus electricity from power plants which operate both in co-generation cycle and condensation regime, shall be purchased in proportion to the produced thermal energy by calculating the electricity produced:

12.1. the development in the co-generation cycle shall be separated;

12.2. the price of electricity produced in condensation regime shall be determined by agreement of the parties.

IV. Purchase of Surplus Electricity
13.  All surplus electricity produced in the co-generation cycle shall be purchased by the relevant system operator, to the system of which the electricity is transferred, at the price specified in accordance with these Regulations.

14. In order to determine the efficiency of fuel utilisation, a power plant project shall be utilised for new combined heat and power (CHP) plants, but for combined heat and power (CHP) plants currently in operation the efficiency planned in a power plant project shall be examined additionally in order to ascertain that the relevant combined heat and power (CHP) plant still complies with the requirements of these Regulations, and their surplus electricity shall be purchased at the price which has been specified in accordance with these Regulations.

15. The quantity of energy shall be registered and confirmed by the system operator of the system to which the produced energy has been transferred.

16. By 1 February each year, a combined heat and power (CHP) plant shall submit a report on the amount of electricity produced in the co-generation cycle and condensation regime, on the amount of electricity produced in the co-generation cycle and transferred to the centralised heating system, as well as on the quantity and type of utilised energy resources to the relevant system operator and the Ministry responsible for energy sector. Representatives of system operators and other authorised authorities have the right to enter combined heat and power (CHP) plants at any time in order to perform the inspection of measuring devices, measurements and technologies in relation to conformity with the requirements of these Regulations. 

17. If several types of energy resources and technologies are utilised, the report referred to in Paragraph 16 of these Regulations shall be submitted separately for each type of resource and technology and the amount of electricity and thermal energy produced accordingly. 

V. Price Determination
18. If the electrical capacity installed is not more than 0.5 megawatts and fossil fuel has been utilised in its production process, the price for the purchase of surplus electricity shall be determined by applying the coefficient 0.9 to the average sales tariff in the operating area of the relevant system operator’s licence. 

19. If the electrical capacity installed is not more than 0.5 megawatts and a renewable resource or source has been utilised in its production process, the price for the purchase of surplus electricity shall be determined by applying the coefficient 1.12 to the average sales tariff in the operating area of the relevant system operator’s licence. 

20. If the electrical capacity installed is more than 0.5 megawatts, but does not exceed four megawatts and fossil fuel has been utilised in its production process, the price for the purchase of surplus electricity shall be determined by applying the coefficient 0.75 to the average sales tariff in the operating area of the relevant system operator’s licence. 

21. If the electrical capacity installed is more than 0.5 megawatts, but does not exceed four megawatts and a renewable resource or source has been utilised in its production process, the price for the purchase of the surplus electricity shall be determined by applying the coefficient 0.95 to the average sales tariff in the operating area of the relevant system operator’s licence. 

22. For combined heat and power (CHP) plants with electrical capacity installed that is more than four megawatts the price of surplus electricity produced in the co-generation cycle shall be determined by the regulator if the relevant station requests it. The system operator shall purchase the surplus electricity transferred to its system from these stations at the price specified by the regulator.

23. In order to optimise system costs, the system operator may, during periods of surplus electricity production agree on the reduction of production thereof with the combined heat and power (CHP) plants on the basis of mutually advantageous conditions.

VI. Purchase of Surplus Electricity from Power Plants that do not Conform to the Requirements of These Regulations
24. The purchase of surplus electricity provided by law at the price determined in accordance with these Regulations shall not take place, if: 

24.1. the combined heat and power (CHP) plant fails by documentary evidence to prove the original source of primary resources of electricity produced or conformity thereof with the requirements of these Regulations;

24.2. the conditions of the licence are not fulfilled; and

24.3. the combined heat and power (CHP) plant fails to fulfil the requirements specified in Paragraph 16 of these Regulations. 

25. The decision on suspension of the support provided by law shall be taken by the Minister responsible for energy sector on the basis of the submission of the system operator or other authorised authorities.

26. In determining any of the violations in a combined heat and power (CHP) plant referred to in Paragraph 24 of these Regulations for the first time, the Minister responsible for the energy sector shall warn the relevant combined heat and power (CHP) plant on the possibility of the abrogation of its right to sell surplus electricity at the price which has been specified in accordance with these Regulations.

27. If any of the violations in a combined heat and power (CHP) plant referred to in Paragraph 24 of these Regulations has been determined again, the Minister responsible for the energy sector shall announce publicly a suspension of three months for the purchase of surplus electricity at the price which has been determined in accordance with these Regulations. During the referred to time period the combined heat and power (CHP) plant shall eliminate the deficiencies determined, and the system operator shall purchase the surplus electricity from the relevant combined heat and power (CHP) plant at the lowest price at which it may purchase the electricity from another energy producer.

28. If the combined heat and power (CHP) plant has not eliminated the determined deficiencies within the specified time period, it shall lose the right to sell the electricity surplus at the price which has been specified in accordance with these Regulations. 

29. Cabinet Regulation No. 425 of 31 October 1998, Procedures for Purchase of Electricity Surplus Produced in Combined Heat and Power (CHP) Plants  (Latvijas Vēstnesis, 1998, No. 326) is repealed. 1999, No. 221/222).
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