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The Saeima1 has adopted
and the President has proclaimed the following Law:
On the Equalisation of Local Government Finances
Chapter I
General Provisions
Section 1.
The following terms are used in this Law:
1) equalisation of local government finances – redistribution of local government revenues and State budget subsidies, in order to provide local governments with equal opportunities for implementing the functions laid down in law;
2) equalisation fund – a set of resources, which is formed from local government and State budget contributions for the equalisation of local government finances;
3) equalisation estimate – an estimate carried out in accordance with the provisions of this Law, in order to determine the redistribution of local government revenues and State budget subsidies in the economic year;
4) economic year – a year to which the equalisation of local government finances refers;
5) budget preparation year – a year prior to the economic year;
6) subsidy from the equalisation fund – a financial allocation to a local government from the equalisation fund;
7) local government group – a group which includes local governments of one type. There are two local government groups – a group of city local governments and a group of municipality local governments;
8) valued revenues – projected revenues of a local government from the immovable property tax and part of the personal income tax laid down in the law on the State budget for the current year;
9) equalised revenues – assessed revenues of a local government which are reduced for the calculated contribution in the equalisation fund or increased for the calculated subsidy from the equalisation fund;
10) demographic criteria characterising expenditures – statistical indicators not dependent on activities of a local government, which are used in the estimate of financial needs of the local government;
11) criteria proportion (relative value) – the relative value of local government expenditures related to the implementation of the functions of local governments laid down in the Law On Local Governments (except the functions that are financed by an earmarked grant);
12) earmarked grant – financing of local government expenditures from:
a) earmarked grants provided for in the State budget,
b) local government special budget resources,
c) revenues received from paid services provided by local governments and institutions thereof,
d) [22 October 2009],
e) [22 October 2009];
13) total financial needs of local governments – a value used for equalisation estimates;
14) financial needs of a local government – the total financial needs of local governments distributed among particular local governments as a result of estimates.
[22 October 2009]
Section 2.
(1) This Law prescribes the procedures by which the equalisation of local government finances shall be carried out, in order to provide local governments with equal opportunities for implementing the functions laid down in law, taking into consideration social and economic differences of local governments.
(2) The system for the equalisation of local government finances provides for partial equalisation of financial differences of local governments, in order to promote the initiative and independence of local governments in forming their financial resources and to ensure protection of the financial activity of local governments.
Section 3.
(1) The equalisation of local government finances shall be carried out through the intermediation of the equalisation fund.
(2) The revenues of the equalisation fund shall be comprised of:
1) local government contributions determined as a result of equalisation calculations;
2) State budget subsidies.
(3) Expenditures of the equalisation fund shall be comprised of subsidies for local governments determined through an equalisation estimate.
Section 4.
An equalisation estimate shall be carried out in the following order:
1) calculation of valued revenues of each local government;
2) calculation of financial needs of each local government;
3) determination of contributions to be transferred to the equalisation fund;
4) determination of subsidies to be disbursed from the equalisation fund;
5) calculation of the required State budget subsidy.
Section 5.
(1) An equalisation estimate shall be performed by the Ministry of Finance in the budget preparation year. The equalisation estimate shall be included in the process of the State budget preparation and approval for the current year, providing for the State budget subsidy for the equalisation fund. The equalisation estimate shall be included in the explanatory part of the draft State budget for the current year. If this Law needs to be amended, the amendments shall be submitted to the Saeima prior to submitting the draft law on the State budget for the current year or concurrently with it.
(2) The Cabinet shall, within two weeks after proclamation of the law on the State budget for the current year, adopt regulations regarding the equalisation of local government finances, in which the following information shall be included:
1) number of inhabitants in each local government;
2) personal income tax projection in each local government;
3) immovable property tax projection in each local government;
4) necessity of expenditures in each local government
and which shall prescribe:
1) the subsidy calculated for each local government to be disbursed from the equalisation fund or contributions to be transferred to the equalisation fund;
2) the procedures by which local governments shall make contributions in the equalisation fund;
3) the procedures by which subsidies shall be disbursed from the equalisation fund.
[22 October 2009]
Section 6.
(1) Data to be used for an equalisation estimate shall be the data approved by the Office of Citizenship and Migration Affairs of the Ministry of the Interior regarding the number and structure of inhabitants on the local government territory on 1 January of the budget preparation year, the data approved by the State Land Service regarding the cadastral value of immovable property in local governments, as well as the data of the Ministry of Finance regarding the personal income tax projection in local governments and the total financial needs of local governments in the economic year.
(2) The Minister for Finance shall approve the methodology for calculating the total revenue projection of local governments.
[7 October 1999; 22 October 2009]
Chapter II
Assessment of Local Government Revenues
Section 7.
(1) In order for the equalisation of local government finances to be carried out, the valued revenues of each local government shall be assessed.
(2) The division of personal income tax projection among local governments shall be carried out according to the proportion that has been calculated on the basis of the actual tax implementation in the year prior to the budget preparation year.
(3) The Cabinet shall approve the procedures by which the personal income tax projection default shall be compensated during the economic year.
(4) For local governments, which have concluded with the Ministry of Finance a contract regarding a special procedure for the payment and accounting of personal income tax in the territory thereof, the personal income tax projection shall be determined according to the agreement protocol between such local government and the Ministry of Finance. In such a case, the personal income tax compensation shall not be provided for.
(5) Immovable property tax shall be projected for each local government according to the data of the State Land Service regarding the cadastral value of immovable property located on the local government territory in accordance with the procedures stipulated by the Cabinet, coordinating the data with the relevant local government and applying to such cadastral value the lowest tax rate permitted by law.
[22 October 2009]
Chapter III
Calculation of Financial Needs of Local Governments
Section 8.
(1) The total minimum financial needs of local governments for the economic year shall be determined in the preparation process of the law on the State budget for the current year, and included in the annual discussion minutes of the local government association stipulated by the Cabinet and Section 96 of the Law On Local Governments, taking as the basis:
1) total financial needs of local governments planned for the budget preparation year;
2) projections for the State macroeconomic indicators of the economic year;
3) redivision of functions among local governments, as well as among local governments and the government in the economic year;
4) priorities determined for the economic year.
[22 October 2009]
Section 9.
(1) Financial needs of each local government according to the estimate of the total financial needs of local governments shall be assessed according to criteria that characterise the tasks associated with the implementation of local government functions. The assessment shall be carried out individually for each local government within the framework of the relevant local government group. A proportion (relative value) in the total local government expenditures shall be determined for each criterion that characterises expenditures.
(2) The criteria that characterise local government expenditures shall be the following:
1) local government group (group of city local governments and group of municipality local governments);
2) number of inhabitants;
3) number of children up to 6 years of age;
4) number of children and young people from 7 to 18 years of age;
5) number of inhabitants exceeding the working age;
6) [22 October 2009];
7) [22 October 2009].
(3) [22 October 2009]
(4) The proportion of demographic criteria characterising expenditures of local governments shall be calculated for the estimate of financial needs of local governments according to the economic model for the analysis of the local government budget implementation specified in Annex 1 to this Law.
(5) The methodology for calculating financial needs of local governments is laid down in Annex 2 to this Law.
(6) The proportion of demographic criteria characterising expenditures of local governments applicable for calculating financial needs of local governments for the estimate of the equalisation of local government finances in 2010 and 2011 shall be the following:
1) for the criterion “number of inhabitants” – 0.47542264;
2) for the criterion “number of children up to 6 years of age” – 0.13895868;
3) for the criterion “number of children and young people from 7 to 18 years of age” – 0.25686492;
4) for the criterion “number of inhabitants exceeding the working age” – 0.12875376.
(7) The proportion (relative value) of criteria that characterise expenditures shall be used only for determining financial needs of local governments, and they shall not be considered to be the standard for the financing of local government functions.
[22 October 2009]
Chapter IV
Revenues of the Equalisation Fund and the Procedures for Their Distribution
Section 10.
(1) Contributions in the equalisation fund shall be calculated for the local governments, the valued revenues of which exceed the unequalised upper limit of financial needs. The unequalised upper limit of financial needs of a local government shall be the level which exceeds the financial needs of the relevant local government by 10 per cent.
(2) The contributions of local governments in the equalisation fund referred to in Paragraph one of this Section shall be comprised of deductions in the amount of 45 per cent of the valued revenue exceedance over the unequalised upper limit of the financial needs of the relevant local government.
(3) Local government contributions in the equalisation fund shall not exceed 35 per cent of the valued revenues of a local government.
(4) For local governments, which make contributions in the equalisation fund, the contributions shall be calculated also as a specified percentage of the part of personal income tax (if necessary, also of immovable property tax) projected and determined in the law on the State budget law for the current year.
Section 11.
(1) Subsidies from the equalisation fund shall be received by local governments, the valued revenues of which are lower than the unequalised lower limit of financial needs. The unequalised lower limit of financial needs of a local government shall be the level which is equal to 95 per cent of the financial needs of the relevant local government.
(2) Subsidies for the local governments referred to in Paragraph one of this Section shall be determined such as the equalised revenues of the relevant local government would be equal to the unequalised lower limit of the financial needs of this local government.
(3) For local governments that receive subsidies from the equalisation fund, the subsidies shall be calculated also as a specified percentage of the total revenues of the equalisation fund.
[22 October 2009]
Section 12.
Local governments the valued revenues of which exceed the unequalised lower limit of financial needs and are lesser than the unequalised upper limit of financial needs shall not make contributions in the equalisation fund, as well as shall not receive subsidies from the equalisation fund.
[22 October 2009]
Section 13.
(1) The State budget subsidy together with the total contributions of local governments in the equalisation fund must be equal to the total subsidies for local governments from the equalisation fund. If the total contributions of local governments in the equalisation fund referred to in Section 10 of this Law are lesser than the total subsidies from the equalisation fund specified in Section 11, such a difference shall be covered with the State budget subsidy.
(2) If the total contributions of local governments in the equalisation fund specified in Section 10 of this Law exceed the total subsidies from the equalisation fund specified in Section 11, the total financial needs of local governments shall be increased in such an amount as the total contributions of local governments in the equalisation fund would be equal to the total subsidies from the equalisation fund.
Section 14.
(1) Contributions in the equalisation fund shall be carried out by the Treasury from the specified part of personal income tax laid down in the law on State budget for the current year or by a local government, if a contract has been concluded with the Ministry of Finance regarding special procedures for paying and accounting personal income tax in the territory of the relevant local government. If also contributions from immovable property tax are required, the Cabinet shall determine the procedures by which such contributions shall be performed.
(2) Contributions in the equalisation fund shall be a percentage of personal income tax revenues which is determined for each local government and, if necessary, also a percentage of the immovable property tax revenues. Such a deduction for each local government shall not exceed the calculated contribution amount.
(3) Disbursements from the equalisation fund shall be carried out by the Treasury, by making allocations from it directly to the local government budgets twice a month - no later than by 15th and 25th date of the relevant month.
(4) For local governments that receive subsidies from the equalisation fund, the subsidies shall be transferred as a percentage specified for each local government from the equalisation fund revenues.
[22 October 2009]
Chapter V
Operation and Supervision of the Equalisation Fund
Section 15.
(1) The Treasury shall be the manager of the equalisation fund resources, and it shall be responsible for timely transfer of the existing financial resources to local governments.
(2) For the supervision of the equalisation fund operation the Cabinet shall establish the Council for Equalisation of Local Government Finances, the composition of which shall include a representative recommended by the Budget and Finance (Tax) Commission of the Saeima and approved by the Saeima - a member of the Saeima, two representatives from the Ministry of Finance, one representative from the institution stipulated by the Cabinet, which supervises the activity of local governments, one representative from the Ministry of Welfare and one from the Ministry of Education and Science, as well as five representatives of local governments proposed by the local government association specified in Section 96 of the Law On Local Governments. Representatives from other institutions may be invited additionally as experts or consultants.
[7 October 1999; 22 October 2009]
Section 16.
(1) The Cabinet shall determine the procedures by which local governments, the declared inhabitants of the administrative territory of which use services provided by educational or social care institutions of another local government, shall conclude contracts with the relevant local governments regarding payment for the services provided to such inhabitants.
(2) If a local government has failed to met the requirements laid down in Paragraph one of this Section, the Treasury shall, on the basis of the relevant decision taken by the Council for Equalisation of Local Government Finances, write off the sum, which is needed for paying for services provided by other local governments, from the relevant local government personal income tax or subsidies to be disbursed thereto from the equalisation fund.
[22 October 2009]
Transitional Provisions
1. For local governments, which unite in the economic year, recalculation of the equalisation fund in the relevant economic year shall not be carried out, while the calculated subsidies or contributions shall be added.
[22 October 2009]
2. By 31 December 1999 (i.e. by the day until which buildings and structures are not subject to immovable property law) the valued revenues shall also comprise local government revenues from property tax.
3. For the needs of estimating the equalisation of local government finances intended for 1998, the property tax projection distribution among local governments shall be carried out according to the proportion that has been calculated on the basis of the property tax projection distribution for 1997.
4. For the needs of estimating the equalisation of local government finances intended for 1998, the personal income tax projection distribution among local governments shall be carried out according to the proportion that has been calculated on the basis of the personal income tax projection distribution for 1997.
5. Sections 5, 8, 10, and 11 of this Law shall come into force on 1 January 1999.
6. The estimate of the equalisation of local government finances for 1998 shall be carried out determining that:
1) contributions in the equalisation fund shall be made by local governments the valued revenues of which exceed the unequalised upper limit of financial needs. The unequalised upper limit of financial needs of a local government shall be the level which exceeds the financial needs of the relevant local government by 10 per cent. The contributions shall be calculated as follows:
a) first contribution in the equalisation fund shall be 15 per cent of the valued revenues,
b) second contribution in the equalisation fund shall be comprised of deductions in the amount of 50 per cent of the exceedance of the valued revenues (from which the first contribution has been deducted) over the unequalised upper limit of the financial needs of local governments,
c) total contributions of a local government in the equalisation fund shall not exceed 35 per cent of the valued revenues of the local government, and the equalised revenues of such local governments that make contributions may not be lesser than the unequalised upper limit of the financial needs of the local governments;
2) subsidies to be disbursed to local governments from the equalisation fund shall be calculated as follows:
a) subsidies from the equalisation fund shall be received by local governments, the valued revenues of which are lesser than the unequalised lower limit of financial needs. The unequalised lower limit of financial needs of a local government shall be the level, which for district local governments shall be equal to the financial needs of the relevant local government, for local governments of cities - to 95 per cent of the financial needs of the relevant local government, for local governments of towns and parishes (or pagasts) - to 80 per cent of the financial needs of the relevant local government,
b) subsidies for the local governments referred to in Sub-clause “a” shall be determined such as the equalised revenues of the relevant local government would be equal to the unequalised lower limit of the financial needs of this local government;
3) for local governments, which make contributions in the equalisation fund, the contributions shall be calculated also as a specified percentage of the part of personal income tax projected and determined in the law on the State budget for the current year;
4) for local governments that receive subsidies from the equalisation fund, the subsidies shall be calculated also as a specified percentage of the total revenues of the equalisation fund;
5) total financial needs taken into consideration in the financial equalisation estimate shall be determined in the amount not less than 179 856 540 lats.
7. The Cabinet shall, within two weeks after proclamation of this Law, adopt regulations regarding the equalisation of local government finances in 1998, specifying therein:
1) the subsidy calculated for each local government to be disbursed from the equalisation fund or contributions to be made in the equalisation fund;
2) the procedures by which local governments shall make contributions in the equalisation fund;
3) the procedures by which subsidies shall be disbursed from the equalisation fund.
8. If, conforming to the provisions of this Regulation, revenues of the fund of the equalisation of local government finances in 1998 do not cover the fund expenditures, the Treasury shall loan the missing sum and the Cabinet shall submit to the Saeima amendments to the Law On the State Budget for 1998, where the subsidy for the fund of the equalisation of local government finances shall be increased respectively.
9. Local governments, from which due to circumstances independent of the activities thereof it is impossible to collect the immovable property tax projected in the forecast for 1998, shall submit to the Ministry of Finance a substantiated submission regarding the compensation for the failure to fulfil the immovable property tax forecast. The Cabinet shall determine the procedures by which the submission referred to in this Clause shall be submitted and examined and the procedures for compensating the failure to fulfil a tax forecast. If necessary, the Cabinet shall submit to the Saeima amendments to the Law On the State Budget for 1998.
10. Amendment to Section 6, Paragraph one of this Law concerning the use of data approved by the Office of Citizenship and Migration Affairs of the Ministry of the Interior for the equalisation estimate shall be applicable starting from 1 January 2000.
[7 October 1999]
11. The Cabinet shall, when submitting to the Saeima a draft law on the State budget for the current year for 2010 and 2011, provide therein for a subsidy for local governments regarding the children in children’s homes and inhabitants in old people’s homes and centres, placed therein by 1 January 1998. The amount of the planned subsidy shall be determined, taking into consideration the average expenditures in the State per one child in a children’s home and one resident in an old people’s home.
[22 October 2009]
12. The Cabinet shall, when submitting to the Saeima a draft law on the State budget for the current year for 2010 and 2011, provide therein for subsidies for such local governments that have the lowest valued revenues per one resident after the equalisation of local government finances.
[22 October 2009]
13. By 1 January 2011, the Cabinet shall submit to the Saeima a draft law on the equalisation of local government finances.
[22 October 2009]
This Law was adopted by the Saeima on 5 March 1998.
President








G. Ulmanis
Rīga, 18 March 1998
Annex 1
Law On the Equalisation of Local Government Finances
Economic Model for the Analysis of the Local Government Budget Implementation
[22 October 2009]
The proportion of demographic criteria characterising expenditures of local governments shall be determined by adding expenditures of all local governments according to all budget items to the extension criteria included in the table and dividing this sum by the total expenditure sum of all local governments. The proportion of demographic criteria characterising expenditures of local governments shall reflect which proportion of the total budget expenditures is used by local governments on average in the interests of the group of inhabitants characterised by the criterion.
	Classification code
	Name of the expenditure item
	Extension to criteria

	
	
	Number of inhabitants
	Number of children up to 6 years of age
	Number of children from 7 to 18 years of age
	Number of inhabitants exceeding the working age

	A
	B
	C
	D
	E
	F

	
	II. Total expenditures
	
	
	
	

	01.000
	General governmental services -
	0.85
	0.05
	0.05
	0.05

	02.000
	Protection
	0.85
	0.05
	0.05
	0.05

	03.000
	Public order and safety
	
	
	
	

	03.100
	Police (including border guards, citizenship and migration affairs)
	0.75
	0.05
	0.15
	0.05

	03.200
	Fire safety, firefighting, rescue and civil security services
	0.85
	0.05
	0.05
	0.05

	03.300
	Court and institutions of the Prosecutor’s Office
	0.1
	0.3
	0.6
	0

	03.400
	Prisons
	1
	0
	0
	0

	03.500
	Applied research and experimental development related to public order and safety
	1
	0
	0
	0

	03.600
	Other previously non-classified public order and safety services
	1
	0
	0
	0

	04.000
	Economic activity
	
	
	
	

	04.100
	General economic, commercial and employment activity
	1
	0
	0
	0

	04.200
	Agriculture (cultivation), forestry (silviculture), fish industry (fishery) and hunting
	1
	0
	0
	0

	04.300
	Fuel and energy industry
	1
	0
	0
	0

	04.400
	Mining industry, manufacturing industry and construction
	1
	0
	0
	0

	04.500
	Transport
	0.2
	0.1
	0.4
	0.3

	04.600
	Communications
	0.5
	0
	0.5
	0

	04.700
	Other sectors
	1
	0
	0
	0

	04.800
	Applied research and experimental development related to economic activity
	1
	0
	0
	0

	04.900
	Other economic activity not classified elsewhere
	1
	0
	0
	0

	05.000
	Environmental protection
	1
	0
	0
	0

	06.000
	Management of local government territories and housing
	
	
	
	

	06.100
	Housing development
	0.5
	0
	0
	0.5

	06.200
	Territory development
	0.85
	0.05
	0.05
	0.05

	06.300
	Water supply
	1
	0
	0
	0

	06.400
	Street lighting
	0.85
	0.00
	0.00
	0.15

	06.500
	Applied research and experimental development related to the management of local government territories and housing
	1
	0
	0
	0

	06.600
	Other activity of the management of local government territories and housing not classified elsewhere – 21.3.9.4. Revenues from the apartment and public utility services
	0.5
	0
	0
	0.5

	07.000
	Health
	0.3
	0.1
	0.1
	0.5

	08.000
	Recreation, culture and religion
	
	
	
	

	08.100
	Recreational and sport institutions and events
	0.5
	0.1
	0.3
	0.1

	08.200
	Culture – 18.6.2.2. Earmarked grants for cultural events
	1
	0
	0
	0

	08.300
	Broadcasting and publishing services
	0.5
	0
	0
	0.5

	08.400
	Services of religious organisations and other associations and foundations
	0.5
	0
	0
	0.5

	08.500
	Applied research and experimental development related to recreation, culture and religion
	1
	0
	0
	0

	08.600
	Other sport, recreational, cultural and religious services not classified elsewhere
	1
	0
	0
	0

	09.000
	Education
	
	
	
	

	09.100
	Pre-school education (ISCED-97 0 level) – 18.6.2.5. Earmarked grants for the work remuneration and State social insurance mandatory contributions for teachers educating five-year-old and six-year-old children at local government educational institutions
	0
	1
	0
	0

	09.200
	Basic education, general and vocational education (ISCED-97 1st, 2nd and 3rd level) – 18.6.2.1. Earmarked grants for educational measures; 18.6.2.4. Earmarked grants for local government institutions of basic education, general secondary education, vocational education, special education and partial work remuneration and State social insurance mandatory contributions for teachers of interest education programmes; payment for educational services
	0.1
	0
	0.9
	0

	09.400
	Higher (tertiary) education (ISCED-97 5th and 6th level)
	1
	0
	0
	0

	09.500
	Education not defined by levels
	0.2
	0.1
	0.7
	0

	09.600
	Additional educational services
	0
	0.2
	0.8
	0

	09.800
	Other education not classified elsewhere
	0.2
	0.2
	0.6
	0

	10.000
	Social protection
	
	
	
	

	10.100
	Social protection in case of work disability
	1
	0
	0
	0

	10.200
	Support to the elderly
	0
	0
	0
	1

	10.300
	Support in case of the loss of a provider
	0.1
	0.3
	0.6
	0

	10.400
	Support for families with children
	0
	0.5
	0.5
	0

	10.500
	Support in case of unemployment
	1
	0
	0
	0

	10.600
	Housing support – 18.6.2.8. Earmarked grants for social security measures
	0.4
	0
	0
	0.6

	10.800
	Applied research and experimental development related to social protection
	0.4
	0
	0
	0.6

	10.900
	Other social protection not classified elsewhere
	0.2
	0.2
	0.3
	0.3


Annex 2
Law On the Equalisation of Local Government Finances
Methodology for Calculating Financial Needs of Local Governments
[22 October 2009]
1. The total financial needs of local governments K = K1 + K2 shall be divided:
1) for the city group of local governments in total:
K1 = 0.47 x K;
2) for the municipality group of local governments in total:
K2 = 0.53 x K.
2. The proportion of demographic criteria, which is used for calculating financial needs of local governments, the sum total of which is equal to 1, shall be the coefficients for each polynomial member in the formula specified in this Annex.
3. The following formula shall be used for calculating the financial need coefficient k1i for city local governments:
k1i = L (ai/A1) + M (bi/B1) + N (ci/C1) + P (di/D1),
the following formula shall be used for calculating the financial need coefficient k2i for municipality local governments:
k2i = L (ai/A2) + M (bi/B2) + N (ci/C2) + P (di/D2),
where the following designations are used:
i – index of the particular local government in the group;
ai – number of inhabitants in the local government, A1 – total number of inhabitants in city local governments, A2 -– total number of inhabitants in municipality local governments;
bi – number of children up to 6 years of age in the local government, B1 – total number of inhabitants of such age in city local governments, B2 – total number of children of such age in municipality local governments;
ci – number of children and young people from 7 to 18 years of age in the local government, C1 – total number of children and young people of such age in city local governments, C2 – total number of children and young people of such age in municipality local governments;
di – number of inhabitants exceeding the working age in the local government, D1 – total number of inhabitants exceeding the working age in city local governments, D2 – total number of inhabitants exceeding the working age in municipality local governments;
L – proportion of the criterion “number of inhabitants”, which has been calculated according to the economic model for the analysis of the local government budget implementation specified in Annex 1 to this Law;
M – proportion of the criterion “number of children up to 6 years of age”, which has been calculated according to the economic model for the analysis of the local government budget implementation specified in Annex 1 to this Law;
N – proportion of the criterion “number of children and young people from 7 to 18 years of age”, which has been calculated according to the economic model for the analysis of the local government budget implementation specified in Annex 1 to this Law;
P – proportion of the criterion “number of inhabitants exceeding the working age”, which has been calculated according to the economic model for the analysis of the local government budget implementation specified in Annex 1 to this Law.
4. The following formula shall be used for calculating financial needs K1i of the city local government i:
K1i = k1i x K1 = k1i x 0.47 K.
The following formula shall be used for calculating financial needs K2i of the municipality local government i:
K2i = k2i x K2 = k2i x 0.53 K.
1 The Parliament of the Republic of Latvia
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