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Ecowomiuni T2 yHP aBIICHKE
ACHIeKTH CHpHSHHSA
RUKOPUCTAHHIC BIiHOB~
JIOBANBHIX eseproHOCiiB A%
BHPOOHUHTEA esrexTpoeneprii:
npuKIal Jlarsii

Apta Tenina , SHIC 3panirabic’

PakynsTeT oprauisauii pHpOOHHLTEA T2 nipIpeMHKLITEA,
TexnivuHmri yHIBEpCHTET Pyrn, JaTeis, Pura
B.mail: arla.denina@gmail.com,
2E-mail: janis.zvanitajs@rtu.lv

JuauecHHd Pif(HOBIIOBATIEHIX qoKepen eueprii TaKEX
AK TiOpo-, BiTpOBOI, fiomaconoi, Hiorazosol, Ta CORTYHOI
epeprii 3GiBIyETBCs 3ABAAKA ix [O3UTHBEOMY BIUTHEY
Ha pO3BUTOK eKOHOMIKH, Ii/IBHILICHHIO BesneKa EHepPro-
FICCTaYaHHS, TEXHONOTIUHHM JOBOBBEIEHILIM, CTaHo"
BUILY AOBKLILIL.

TloiiTHKA T8 3aKOHOAARLI BILIrPaioTh BEITHBY PONB
v tpopmysaﬂﬁi CTpYKTYDH, O CTHMYITIOE HONABIIHI
pO3BHTOK Bi(HOBJIIOBATBPHIX Kepern eneprii.

[fa crarTd agayizye BIUIHB naTpificeKOl CTPYKTYPH
TiXTpUMKR POIBHTEY BiAORIIOBANBHUX pKepen eHepril
Ha BUpOOHMITBO eneKTpoeHEpTil B Kpaisi.

OcobnuBa ysara TIpUAIAETHCA OCHOBHHM  YIIpae-
JIHCEKUM T2 eKOHOMIUHMAM acHeKTaM CIIPUSAHHA POSBUTEY
Biﬂﬂosﬂmnanmoi eneKTpoOSHEpTil B Jlatsii. Jng copH-
AHHA DO3BUTKY eﬂem‘poeﬁepﬁ'i, pupoGaeHoi 3 B1AHOB-
T10BATBHIX eRepromKepesl, 3AKOHOAABCTBOM  BIPO-
BaXYETHCA 0BOB'I3KOBHI MEXaHI3M kymizai eneKIpo-
eneprii. JlepHanHe AKITiOHEpHE TOBapHCTED "Latvenergo
AS € BimnosifanpHM 32 peanisa::i}o HBOTO MexXaHi3My.

MexauisM NOXArae ¥ TOMY, 11O pupobHHKH CIEKT-
poesepril, gxi BUKOPHCTOBYIOTE BiHOBIIO3ATBHI JUKE-
pejia, MaroTh MpaBo TIPOAABATH 1i apiioHEPHOMY
TOBAPHCTBY o] atvenergo AS”, He nEpeBHILYI0IH TIEBHOI
kBoTH., B paMkax 1poro MexaHizMy pissl iy Ha eNexI-
poeHepTiio; pUpoOIeHy 3 BHKOpPHCTAHHAM 8iHOBJIO-
panpHEX JoKepeln, € mubepeHiAoBaRIMI JaNEKHO Bl
MY JKepena eneprii Ta HOTYKHOCTI eneKTpOCTAHLIIL

3 1995-ro PoOKY pisal UM aMiHIOBANMCS HEOMHO-
pa3oso. Y crafTi HaBemeHo AOpiBHAHEA pipHiB UH
pimroBiuio AC HaiROBIIIKX 3aKOHOIABIHX axris. Y
cTaTTi TAKOX AHAMI3YCTBCA 3POCTARFA KinpKOCTEH yCTa-
HOBOK I BUOOHHLTBA enexTpoeHeprii, 1o BHKODPHC-
TORYIOTE Bim{osmosaﬂbﬂi mxepena eneprii. ABTOPH
IIPUXONATE A0 BHCHOBKY, 10 PO3BHTOK CIOCTEPIraeTheA
pume ceped TUAPO- ta BITPOBUX ererTpoC auili.
TIpHManEOI0 LB0TO © CHPUATIUBHE piBeHs WH T2 po3mMip
xgotTH (y BUIAAKY rix(poenempomaﬂuiﬁ).

Fconomic and Governance
Aspects of Promotion of Use of
Renewable Energy Souxrces for

Electricity Production:
Case of Latvia

.1 . o v D
Arta Denina’, Janis Zvanitajs

Faculty of organization of production and enu“epreneurship,
_Riga Technical university, Latvia, Riga, Meza str. 1-7,
'E-mail: arta. denina@gmail.com,
2E-mail: janis.zvanitajs@rtu.lv

Abstract — The paper analyses impact of governance and
economic aspects related io support of lectricity production
from renewable erergy sources (RES) on the development of
renewable electricity secior in Latvia. The paper explains 1he
principles of the obligatory purchase mechanism in place in
Latvia since 1995 to support renewable electriciiy projects. The
paper concluds that only hydro and wind sector have showed
growth thawnks 10 generous price levels, and quota as set by the
legisiation in case of hydro.

Keywords — electricity from renewable energy SOurces,

support mechanism, promotion of renewable energy SOULCESS,
production cost

{. Introduction

There has been increased interesest in the global
development of renewable energy projects thanks to their
positive impacts OR sconomic growth {avoidance of
macroeconomic consequences (oil - GDP eifect)),
regicnal development, ~ €nergy supply security,
technological innovation and enviromumental quality.
Policy makers and Jegislators play significant roles 1n
promotion of efficient production of electricity produced
from RES (RES-e) by paying particular attention to the
economic and goVernance aspects. '

il. Governance instruments and economic
aspects of promotion of RES-e

There are many forms of governance instruments that
can be used to promote production of RES-e. Support
price for produced unit of RES-¢ is the crucial issue for
investors in RES-e plants as the cost of investment and
production from RES are higher than that from the fossil
fuels (Fig.1).

3 Win. Investmant cost EURIKW
——Bhin. Production costa EUR/MWH

Fig. 1 Minimum {nvestment and electricity production cost of
different technologies [1; 6].
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Il. Experience of Latvia in promoting RES-€

RES has historically been important for economic
Jevelopment and energy production in Latvia.The
average share of RES, mainly biomass, in primary energy
consumption occupies roughly oné third. Today hydro
energy (39,9%) and net imports (32,3%) are the dominant
sources in electricity supply in Latvia; wind, biogas and
fuel wood all together accounts only for 1,36% of total
clectricity supply.

Qince 1995 the state owned public limited company
Latvenergo AS, leader in electricity supply in Latvia, is
responsible  for implementation of the  obligatory
purchase mechanism (OPM) as regulated by law. OPM
means that Latvenergo AS has to buy produced RES-e for
prices set by the legisiation. Until 2002 there were no
Jimitation for RES-e t0 be purchased set. The prices were
set fixed on the basis of the averagé electricity tariff
(AET) in Latvia. For small hydro installations, e.g, it
meant double AET, for wind — 1,5 times AET However,
from 2002 Latvenergo AS has been obliged to buy only
that RES-e that does not exceed annual quota for each
RES — 10 MW for small hydro i 2002, 10 MW for
biomass in 2002 and 20 MW in 2005; 10 MW for biogas
plants in 2002 and 3 MW in 2005; and 1 MW for wind
‘nstallations n 2003 [3]. Growth in RES-e plants in
Latvia is showed in Table 1. Only hydro sector and wind
experienced growth thanks t0 generous tariffs and quota
for hydro. Despite the important quota for biomass and
biogas no plants were built in this time. The first power
plants entered into operation only afeter 2006.

Qince then the quota has been set as & shate of total
glectricity consumption. RES-e producers gell their
clectricity to Latvenergo AS within the quota for prices
calculated in formulas set in the legislation. Since the first
comprehensive legislative act on the promotion of RES-e
in 2007, until 2009 this legislative framework, mostly
price calculating methodologies have changed 3 times.
The Ministrerial Decree (MD) Nr. 503 (July 24 2007) was
in force until February 24 2009 when the MD Nr. 198
was adopted. Amendments to the MD Ni. 198 changing
price level within OPM entered into force in May 26
2009. The quota has increased from 49,3% to 54,7% in
1010 and years afier. As it can be seen RES-€ purchase
prices in the framework of OPM have been increased and

decreased several times.

/. RES-e price under OPM in 2007 — 2009
in Latvia

The Figure 2 shows the change in price levels for
RES-¢ within OPM according to each legislative act. The
rmost generous support level has been under MD Nr. 198.
The authors have deliberately chosen the capacity intarval
of 0,6 — 0,8 MW for small hydro, biomass and biogas
installations and 0,25 MW and 1 MW for wind power
plants. Wind 10 means — RES-g price produced by wind
energy for the first 10 years of operation. 10+10 means
purchase price 10 years after the first 10 years of
operation. The maximum duration of support ig 20 years.

17 MD Nr, 503 pMD N 198 W Amend. MD Nr. 138 =}

el o ¥

Fig.2 Pr.ce levels for RES-e producers, LVL[2; 4; 51

Growth of RES-¢ plants cperating under OPM is

shown in the Table 1.
Table !

Development of res-e installations 7

o7 1938199 00 201 200 208
A5

Huyd 50 72 M0 135
Wind 2
Total ¢ 21 % & T4 102 143 161 161; 161 169 157 181, 17

Conclusion

In the past only hydro power and wind power plants
have showed significant development thanks 10 generous
guota and price levels get by the legislation. The price
level set in 2007 has been enough motivating. This is
proven by increase in numbers of RES-e plants from 2008
~ 2009 as it normally takes 1,5 to 2 years from the
investment decision to build the plant. It is probable that
if the price level set by MD 198 was still into force RES-€
production would increase fast in the coming years,
nowever, such price would increase significantly
electricity tariffs for electricity consumers as all RES-e
purchased within the OPM is then paid by the electricity
consumers.
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