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Decision No. 1/8 of the Board of the Public Utilities Commission
Rīga, 12 May 2010
Methodology for the Calculation of Tariffs for Water Management Services
Issued pursuant to

Section 9, Paragraph one, Clause 2 and Section 25, Paragraph one of

the Law On Regulators of Public Utilities

1. General Provisions

1. The Methodology prescribes the procedures, by which the provider of water management services (hereinafter – Merchant) shall calculate draft tariffs for water management services.

2. The following terms are used in this Methodology:

2.1. meter for the commercial accounting – a water quantity meter (a system of meters) or a wastewater quantity meter (a system of meters) for accounting of water management services for the needs of the settlement of accounts;

2.2. total quantity of treated wastewater – the volume of the treated wastewater, which is determined in accordance with accounting meters in treatment devices;

2.3. quantity of water supplied to customers – the quantity of water, which is supplied to customers and accounted by meters for the commercial accounting or which is determined in accordance with the water consumption norms used in the settlement of accounts;

2.4. quantity of other treated wastewater – the volume of the treated wastewater, which has not been collected in accordance with meters for the commercial accounting or the water consumption norms used in the settlement of accounts (infiltration, technological wastewater);

2.5. regulatory asset base (RAB) – the value of fixed assets and intangible investments owned and leased by a Merchant, which are attributable to the regulatory service, as well as the value of stocks;

2.6. quantity of the collected wastewater – the volume of the collected wastewater specified in accordance with meters for the commercial accounting or the water consumption norms used in the settlement of accounts;

2.7. accounting meter – a device for accounting of water and wastewater quantity or a system of devices for accounting of water or wastewater in water supply networks or in wastewater collection and treatment systems;

2.8. water balance – information regarding the quantity of abstracted water, water consumption for technological needs, the quantity of water supplied to the water-supply network, water losses and the quantity of water supplied to customers;

2.9. water consumption for technological needs – the quantity of water used for the provision of technological process of the water supply service;

2.10. water losses – the difference between the quantities of abstracted water, supplied to the water-supply network and supplied to customers by a Merchant, which includes the losses related to the liquidation of emergency situations and servicing of networks, the consumption related to the fire-fighting needs, measurement errors emerging as a result of differences between the quantity of abstracted water and supplied to customers, the losses related to inaccurately accounted quantity of water supplied to customers, excluding the water consumption for technological needs;

2.11. water management services – the abstraction, accumulation and preparation of water for the use prior to its delivery to the water supply network; the water supply from the delivery site in the water supply network to the service customer; the collection and drainage of wastewater to wastewater treatment plants; the wastewater treatment and drainage in surface water bodies;

2.12. draft tariff for water management services:
2.12.1. draft tariff for water production – the draft tariff for the abstraction, accumulation and preparation of water for the use prior to its delivery to the water supply network;

2.12.2. draft tariff for water supply – the draft tariff for water supply from the delivery site in the water supply network to the service customer;

2.12.3. draft tariff for water supply services – the draft tariff for water production together with the draft tariff for water supply;

2.12.4. draft tariff for wastewater collection – the draft tariff for collection and drainage of wastewater to wastewater treatment plants;

2.12.5. draft tariff for wastewater treatment – the draft tariff for wastewater treatment and drainage in surface water bodies;

2.12.6. draft tariff for sewerage services – the draft tariff for wastewater collection together with the draft tariff for wastewater treatment;

2.13. quantity of water supplied to the water-supply network – the difference between the quantity of abstracted water and the consumption of water for technological needs;

2.14. supply of water to the service customer – supply of water using the water supply infrastructure (external water-supply networks) owned, possessed or used by a Merchant to a meter for the commercial accounting, which accounts the total water consumption and is installed in a joint water accounting unit on the inlet into a building, group of buildings, structure or up to the inlet into a building, group of buildings, structure;
2.15. collecting of wastewater from the service customer – receiving of the collected wastewater in a manhole, to which the sewerage networks owned, possessed or used by a Merchant are connected.
[12 May 2011; 4 April 2012]

3. A Merchant shall submit the draft tariff for the water management service, which includes one or several draft tariffs indicated in Sub-paragraph 2.12 of the Methodology (hereinafter – draft tariff), to the Regulator in writing in the form of the original document and in electronic form. The Merchant shall, together with the draft tariff, submit information and documents confirming the substantiation of the costs included in the draft tariff.

4. A Merchant, which provides the water management service, shall, together with the draft tariff, submit to the Regulator information regarding the costs included in the calculation of the tariff currently in effect and the actual costs of the preceding year.

5. Upon submitting the draft tariff, a Merchant shall specify the territory, to which the draft tariff will apply.

2. General Provisions for the Calculation of the Draft Tariff

6. If a Merchant provides several types of water management services, the Merchant shall, in addition to individual draft tariffs, also calculate the draft tariff for water supply services and the draft tariff for sewerage services accordingly or only the draft tariff for water supply services or the draft tariff for sewerage services.

7. If the total quantity of water supplied by a Merchant to customers does not exceed 100 000 m3 per year, the Merchant shall calculate only the draft tariff for water supply services, without separating the costs of water production and the costs of water supply.

[12 May 2011]

8. If the total quantity of the wastewater collected by a Merchant does not exceed 100 000 m3 per year, the Merchant shall calculate only the draft tariff for sewerage services, without separating the costs of wastewater collection and the costs of wastewater treatment.

[12 May 2011]
9. A Merchant may calculate different draft tariffs for water management services for separated water-supply networks and drainage networks in case there is objective economic or technical substantiation for doing it.

[12 May 2011]
10. The costs of the provision of the service forecasted in the budget of the Merchant shall be used for the calculation of the draft tariff.

11. The costs and volumes of services in the draft tariff shall apply to the time period of one year. The tariff calculated and determined according to these volumes shall be in effect until the determination of a new tariff.

12. A Merchant shall accurately and clearly present the costs of the service in the draft tariff, including only the assets and activities related to the relevant water management service therein.

13. A Merchant shall include only such technologically and economically substantiated costs in the draft tariff, which are necessary for efficient provision of the relevant water management service.

14. A Merchant shall not include such costs in the draft tariff, which are related to the maintenance of individual networks provided for the collection of rainwater, as well as the costs related to water losses in the internal water-supply of buildings or structures.

[12 May 2011]
15. A Merchant shall evaluate any profit in the draft tariff as the resources necessary for operational reserves and attraction of current assets. Profit in terms of percentage may not exceed profitability in the amount of 7%, which has been calculated in per cent from the costs of the provision of the water management service.

[12 May 2011]
16. A Merchant shall include interest payments of a long-term credit (5 years and more) in the draft tariff, if the long-term credit is used for the establishment of new fixed assets for the provision of the water management service. The Merchant may include in the calculation of the draft tariff substantiated interest payments of a short-term credit (up to 5 years), if the relevant credit is related to the creation of new fixed assets and attraction of monetary funds from a State, local government, foreign, European Union, another international organisation or institution is intended.

[12 May 2011]
17. A Merchant may include the repayment of the principal sum of a long-term credit (5 years and more) in the draft tariff, if the depreciation of the fixed assets purchased for the relevant credit throughout the use of the fixed assets is not included in the draft tariff, ensuring individual accounting of such fixed assets in the accounting system.

18. If repayment of the principal sum of a credit has been included in the approved tariff for water management services in accordance with Paragraph 17, a Merchant shall, not later than six months before repayment of the principal sum of the relevant credit, submit a new draft tariff to the Regulator, not including the depreciation of the fixed assets purchased for the relevant credit in the draft tariff.

18.1 If the term of the credit included in the costs forming the approved tariff of the water management service, the conditions for payment of credit interest or repayment of the principal sum change, a Merchant shall inform the Regulator regarding changes within one month after making of the relevant changes in the contract with the creditor.

[4 April 2012]

19. A Merchant shall use the following quantities of water and wastewater for the calculation of the draft tariff, which are determined as the average value of the actual indicators of the previous year and forecasts for the current year:

19.1. the quantity of water supplied to the water supply network;

19.2. the quantity of water supplied to users;

19.3. the quantity of the collected wastewater;

19.4. the total quantity of the treated wastewater.

[12 May 2011; 27 September 2013]
20. If a Merchant plans to commence the provision of the water management service, the Merchant shall use the forecast of the quantity of water and wastewater for the current year specified in Paragraph 19 for the calculation of the draft tariff.

21. In forecasting the quantity of water and wastewater for the current year, a Merchant shall take into account the number of disconnections and new connections planned for the current year to the water-supply or wastewater collection network.

[12 May 2011]
22. If the indicators of the volume of the water management service used for calculation of the existing tariff change by 10% or the costs included in the calculation of the existing tariff change by 5%, the Merchant shall submit a new draft tariff to the Regulator, which has been calculated on the basis of adjusted volumes and costs of water management services.

[12 May 2011]
23. A Merchant shall indicate the water balance and information regarding the quantity of wastewater and calculation thereof in accordance with Annex 1 to this Methodology.

24. A Merchant shall indicate the calculation of the draft tariff and the costs included in the draft tariff in accordance with Annex 2 to this Methodology.

25. If wastewater collected from cesspools constitute more than 10% of the quantity of the collected or treated (or collected and treated) wastewater in total, a Merchant may calculate an individual draft tariff for the collection or treatment (or collection and treatment) of the wastewater collected from cesspools for such wastewater. In such case the transportation expenditure of the wastewater collected from cesspools shall not be included in the costs.

26. A Merchant, which calculates the draft tariff specified in Paragraph 25, shall indicate the information regarding the quantity of the collected or treated (or collected and treated) wastewater separately from the information regarding the total quantity of wastewater specified in Paragraph 23 of the Methodology.

3. Costs to be Included in the Draft Tariff

27. The full costs to be included into the calculation of the draft tariff (Ip) shall include the depreciation of the fixed assets and the book value of written-off intangible investments (Inol), operational costs (Iekspl), taxes (Inod), interest payments of long-term credits and repayment of the principal sum (Ik) and profit (Ir), which has been calculated so that profitability (R) would conform to the conditions of Paragraph 15 of the Methodology (R=Ir/IP≤7%). Only such costs that relate to the provision of the specific service and are substantiated shall be included in the draft tariff.
IP= Inol + Ieksp + Inod + Ik + Ir
3.1. Depreciation of Fixed Assets and the Book Value of Written-off Intangible Investments

28. The depreciation of fixed assets and the book value of written-off intangible investments shall be calculated according to the following formula:

Inol = Inol.pam + Inol.nem ,

where

Inol – depreciation of fixed assets and the book value of written-off intangible investments (EUR);

Inol.pam – depreciation of fixed assets (EUR); and

Inol.nem – write-off of the origination costs of the intangible investments (EUR).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
29. Depreciation of fixed assets shall be calculated in accordance with the accounting standards and the accounting policy adopted by the Merchant. If the Merchant uses the inclusion of repayment of the principal sums of a long-term credit in tariffs provided for in Paragraph 17 of the Methodology, the calculated depreciation shall be reduced by the depreciation sum corresponding to the remaining value of the fixed assets indicated in Paragraph 17.

30. If the fixed assets are not used at full intensity, the calculated depreciation shall be adjusted in such a way that it corresponds to an efficient use of the fixed assets.

31. The write-off of the intangible investment value shall be calculated for the development costs of a Merchant, the costs arising from concessions, patents, licences, trademarks and other intangible investments (except the intangible value of the Merchant), taking into account the accounting standards and the accounting policy adopted by the Merchant.

32. In calculating the depreciation for fixed assets, which have been financed from a financial assistance or financial support received from a State, local government, foreign, European Union or other international organisation and institution, the value of such fixed assets shall be reduced by the value of the relevant financial assistance or financial support, which has been indicated in the item of the balance sheet “Deferred Revenue” and specified in accordance with the procedures specified by the Cabinet, by which financial support (financial assistance) of State, local government, foreign, European Union or other international organisations and institutions, donations and gifts in cash or in kind shall be reflected in financial statements.

33. The depreciation calculated for the fixed assets financed using financial resources of international financial institutions, the European Union or Member States thereof may be included in the draft tariff only to such extent, which does not exceed the anticipated level for the relevant year in accordance with the draft feasibility study thereof, which has been developed in accordance with the procedures specified by the Cabinet regarding construction of buildings for water supply, wastewater collection and treatment.

3.2. Operating Costs

34. Operating costs in the draft tariffs of water production, wastewater treatment and wastewater collection shall be calculated according to the following formula:

Iekspl = Ipers + Irem + Isaimn ,

where

Iekspl – operating costs in the draft tariff of water production or wastewater treatment, or wastewater collection (EUR);

Ipers – staff and social costs (EUR);

Irem – the costs of renovations that are necessary for the maintenance of property and have been carried out (EUR); and

Isaimn – other costs of economic activity (EUR).

[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
35. Staff and social costs (Ipers) shall be calculated in accordance with the regulatory enactments regulating employment legal relationship and the field of social insurance. The staff is all the employees of the Merchant, which in proportion to their participation are involved in the provision of water management services: in the process of basic activities, in maintenance and support processes, administrative staff.

36. Costs of the current renovations that are necessary for property maintenance and have been carried out (Irem) and costs of work, which is necessary for the maintenance in working order and preservation of the fixed assets of a Merchant (buildings, structures, equipment, etc.) and which are performed by other merchants, shall be written off and recorded in the accounting period during which they arose. Capitalised renovation costs shall not be recorded into this balance item.

37. Other costs of economic activity (Isaimn) shall be the costs related to the economic activity of a Merchant, which are necessary in order to ensure the provision of services and are not recorded under other balance items of costs. The Merchant shall provide an explanation of other costs in the substantiation of costs, separating the most essential balance items of other costs.

38. Other costs of economic activity may include:

38.1. the costs of the procured water, if the Merchant procures water from another merchant for the provision of the service;

38.2. the costs of wastewater drained for treatment, if the Merchant drains the collected wastewater into the network of another merchant;

38.3. other costs of administration, which are not included in other groups of costs;

38.4. the costs of materials, electricity, fuel, thermal energy, gas;

38.5. the costs related to the control of the state of the environment;

38.6. State fees;

38.7. other essential expenditure related to the provision of water management services divided according to the relevant balance items; and

38.8. the expenditure related to guarding, transport maintenance, public utility services, insurance, communications, office supplies, staff training, legal services, official travels, servicing of users and other expenditure.

39. Operating costs in the draft tariff for water supply shall be calculated according to the following formula:

Iekspl = Izud.tp + Ipers + Irem + Isaimn ,

where

Iekspl – operating costs in water supply tariffs (EUR);

Izud – costs of water losses (EUR);

Ipers – staff and social costs (EUR);

Irem – the costs of renovations that are necessary for the maintenance of property and have been carried out (EUR); and

Isaimn – other costs of economic activity (EUR).

[12 May 2011; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
39.1 A Merchant which calculates the draft tariff for water supply services in accordance with Paragraph 7 of the Methodology shall calculate the operational costs according to the following formula:
Iekspl = Ipers + Irem + Isaimn ,
where
Iekspl – operating costs (EUR);

Ipers – staff and social costs (EUR);

Irem – the costs of renovations that are necessary for the maintenance of property and have been carried out (EUR); and
Isaimn – other costs of economic activity (EUR).
[12 May 2011; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
40. The costs of water losses shall be calculated according to the following formula:

Izud = Qzud × (IŪR /QŪR)

where

Izud – the costs of water losses (EUR);

Qzud – the volume of water losses (m³);

IŪR – the costs included in the tariff of water production (without profitability), (EUR); and
QŪR – the quantity of water supplied to the water-supply network (m3).

[12 May 2011; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
3.3. Taxes

41. A Merchant shall indicate separately in the draft tariff the following taxes calculated in accordance with regulatory enactments:

41.1. the immovable property tax (Iīp.nod) for the buildings, structures and land, which are owned or leased by the Merchant and used for the provision of the service;

41.2. the enterprise income tax (Iien.nod) for income earned from the provision of the relevant water management service; and

41.3. the natural resources tax (Idr.nod), which is related to the provision of the relevant water management service.

4. Calculation of the Draft Tariff if Return of Capital is Included in Costs

42. A Merchant whose balance includes water-supply and drainage networks, the age of which exceeds 40 years, and the total proportion of such networks exceeds 50% from all water supply and drainage networks of the Merchant, may include return of capital in the draft tariff in accordance with the procedures specified in this Chapter.

[12 May 2011]
43. A Merchant, which includes return of capital in the draft tariff, shall not include the profitability specified in Paragraph 15 of the Methodology in the draft tariff, credit interest specified in Paragraph 16 of the Methodology and repayment of the principal sums of long-term credits (5 years and more) specified in Paragraph 17 of the Methodology.

44. A Merchant, which includes return of capital in the draft tariff, shall, prior to the submission of the draft tariff, submit a request to the Regulator to determine the weighted average cost of the return of capital and the Regulator shall determine the weighted average cost of the return of capital after receipt of all the necessary information.

45. A Merchant, which includes return of capital in the draft tariff, shall submit information regarding the planned (annual) amount of investments and the investments actually made during the preceding period together with the draft tariff.

46. The full costs (IP) to be included in the draft tariff shall consist of capital costs (Ikap), operational costs (Iekspl) and taxes (Inod). Only such costs that relate to the provision of the specific service and are substantiated shall be included in the draft tariff.
IP= Ikap + Ieksp + Inod
47. Capital costs shall consist of depreciation and return of capital:

Ikap = Inol + P ,

where

Ikap – capital costs (EUR);

Inol – depreciation of fixed assets and value of written-off intangible investments (EUR); and

P – return of capital (EUR).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
48. Depreciation of fixed assets and value of written-off intangible investments in the draft tariff shall be calculated in accordance with the procedures specified in Sub-chapter 3.1 of the Methodology.

49. Return of capital in the draft tariff shall be calculated according to the following formula:

P = RAB×wacc ,

where

P – return of capital (EUR);

RAB – the value of the regulatory asset base at the beginning of the year (EUR); and

wacc – the weighted average cost of capital return (%).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
50. The value of the RAB shall be determined for the beginning of the year by relating to it only eligible assets or part thereof, using in calculations the residual value of the balance sheet at the end of the year from the financial statement of the previous year. Financial investments, amounts receivable, securities, participating interest in capitals, monetary instruments, accumulated supplies for sale, as well as the part of the fixed asset value, which is financed using financial assistance or financial aid of a State, local government, foreign state, European Union, other international organisation and institution shall not constitute the value of the regulatory assets.
[20 November 2013]
51. When calculating the value of the RAB, the results of the fixed assets revaluations carried out up to 1 January 2008 shall be taken into account. The results of fixed assets revaluations carried out after 1 January 2008 shall not be included into the value of the RAB. The revaluation reserve that is attributed to these revaluated fixed assets and relates to the revaluation of the fixed assets within the time period subsequent to 1 January 2008 shall be subtracted from the book value of the revaluated assets.

52. The balance sheet value of the fixed assets, which are not efficiently used in the provision of services, shall not be included in the RAB or shall be partially included therein, and the depreciation of the relevant fixed assets shall not be included in the draft tariff. If assets or a part thereof that are not used for the provision of services are included in the draft tariff, a Merchant shall also make adjustments to the calculation of the return of capital. The Regulator may require the Merchant to submit an evaluation of the technical condition and the operating life of the fixed assets.

53. The Regulator shall calculate the weighted average cost of capital as the weighted average cost from the rate of return specified for the equity capital and the rate of return specified for the borrowed capital according to the following formula:

wacc = re×E/(E+D) + rd ×D/(E+D) ,

where

wacc – the average weighted cost of capital (%);

re – rate of return on equity capital (%);

E/(E+D) – share of equity capital in the total (equity and borrowed) capital;

rd – rate of return on borrowed capital (%); and

D/(E+D) – share of borrowed capital in the total (equity and borrowed) capital.

54. The rate of return on equity capital shall be calculated by the Regulator according to the following formula:

re = rf + rc ,

where

rf – the average interest rate (%) of long-term (risk-free) government securities in the group of countries of the Organisation for Economic Co-operation and Development (OECD); and

rc – the risk premium that includes the assessment of country risk and sector risk (%).

55. The Regulator shall determine the rate of return on the borrowed capital as:

55.1. the average long-term credit interest rate for domestic merchants, lowering it by the probable volume rebate;

55.2. the actual average long-term credit interest rate of the Merchant; or

55.3. the sum of the long-term interest rate of the government debt securities and the sectoral risk premium.

56. Operational costs in the draft tariff shall be calculated in accordance with the procedures specified in Sub-chapter 3.2 of the Methodology.

57. The Merchant shall indicate the taxes included in the draft tariff in accordance with the procedures specified in Sub-chapter 3.3 of the Methodology.

58. A Merchant, which calculates the full costs to be included in the draft tariff in accordance with the procedures specified in this Chapter, shall:

58.1. indicate the calculation of the return of capital in accordance with Annex 3 to the Methodology; and

58.2. indicate the calculation of the draft tariff and the costs included in the draft tariff in accordance with Annex 4 to this Methodology.

5. Calculation of the Draft Tariffs for Water Management Services
59. A Merchant shall calculate the draft tariff for water production according to the following formula:

TŪR = IPŪR / QŪR ,

where

TŪR – draft tariff for water production (EUR/m3);

IPŪR – full costs included in the draft tariff for water production (EUR); and

QŪR – the quantity of water supplied to the water supply network (m3).

[12 May 2011; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
60. A Merchant shall calculate the draft tariff for water supply according to the following formula:

TŪPS = IPŪPS / QŪP ,

where

TŪPS – draft tariff for water supply (EUR/m3);

IPŪPS – full costs included in the draft tariff for water supply (EUR); and

QŪP – the quantity of water supplied to customers (m3).

[12 May 2011; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
61. A Merchant shall calculate the draft tariff for water management services according to the following formula (except the case referred to in Paragraph 7 of the Methodology):

TŪA = TŪR + TŪPS ,

where

TŪA – draft tariff for the water supply service (EUR/m3);

TŪR – draft tariff for water production (EUR/m3); and

TŪPS – draft tariff for water supply (EUR/m3).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
62. A Merchant, which calculates the draft tariff for water supply services in accordance with Paragraph 7 of the Methodology, shall use the following formula:

TŪA = (IPŪR + IPŪPS ) / QŪP ,

where

TŪA – draft tariff for the water supply service (EUR/m3);

IPŪR – full costs included in the draft tariff for water production (EUR);

IPŪPS – full costs included in the draft tariff for water supply (EUR); and

QŪP – the quantity of water supplied to customers (m3).

[12 May 2011; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
63. A Merchant shall calculate the draft tariff for wastewater collection according to the following formula:

TNS = IPNS / QNS ,

where

TNS – draft tariff for the wastewater collection service (EUR/m3);

IPNS – full costs to be included in the draft tariff for the wastewater collection service (EUR); and

QNS – the quantity of the collected wastewater (m3).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
64. A Merchant, which performs the collection and treatment of wastewater, shall calculate the draft tariff for wastewater treatment according to the following formula:

TNA = IPNA / QNS ,

where

TNA – draft tariff for the wastewater treatment service (EUR/m3);

IPNA – full costs to be included in the draft tariff for the wastewater treatment service (EUR); and

QNS – the quantity of the collected wastewater (m3).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
64.1 A Merchant, which performs the collection of wastewater and drains part of the collected wastewater for treatment in the network of another merchant, shall calculate the wastewater treatment draft according to the formula determined in Paragraph 64 of the Methodology, including both the costs of the Merchant for treatment of wastewater and the costs referred to in Sub-paragraph 38.2 of the Methodology in the full costs.
[4 April 2012]
65. A Merchant, which performs only treatment of wastewater, shall calculate the draft tariff for wastewater treatment according to the following formula:

TNA = IPNA / QNA ,

where

TNA – draft tariff for the wastewater treatment service (EUR/m3);

IPNA – full costs to be included in the draft tariff for the wastewater treatment service (EUR); and

QNS – the total quantity of the treated wastewater (m3).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
66. A Merchant shall calculate the draft tariff for sewerage services according to the following formula (except the case referred to in Paragraph 8 of the Methodology):

TKP = TNS + TNA ,

where

TKP – draft tariff for the sewerage service (EUR/m3);

TNS – draft tariff for the wastewater collection service (EUR/m3); and

TNA – draft tariff for the wastewater treatment service (EUR/m3).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
66.1 A Merchant, which performs the collection of wastewater and drains all collected wastewater for treatment into the network of another merchant, shall calculate the draft tariff for sewerage services according to the following formula (except the case referred to in Paragraph 8 of the Methodology):

TKP = TNS + (IAT / QNS ),

where

TKP – draft tariff for the sewerage service (EUR/m3);

TNS – draft tariff for the wastewater collection service (EUR/m3);

IAT – costs for treatment of wastewater drained into the network of another Merchant (EUR); and
QNS – the collected quantity of wastewater (m3).

[4 April 2012; 27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
67. A Merchant, which calculates the draft tariff for sewerage services in accordance with Paragraph 8 of the Methodology, shall use the following formula:

TKP = (IPNS + IPNA ) / QNS ,

where

TKP – draft tariff for the drainage service (EUR/m3);

IPNS – full costs to be included in the draft tariff for the wastewater collection service (EUR);

IPNA – full costs to be included in the draft tariff for the wastewater treatment service (EUR); and

QNS – the quantity of the collected wastewater (m3).
[27 September 2013 / Amendments to Paragraph shall come into force on 1 January 2014. See Paragraph 73]
6. Closing Provisions

68. This Methodology shall come into effect on the day following the publication thereof in the official gazette Latvijas Vēstnesis [the official Gazette of the Government of Latvia].
[27 September 2013]
69. Any draft tariff submitted by the Merchant to the Regulator until the date of the coming into effect of this Methodology shall be examined in accordance with Cabinet Regulation No. 281 of 26 June 2001, Tariff Calculation Methodology for Public Utilities in Local Government Regulated Sectors.

70. A Merchant, which in accordance with Paragraph 72 of Cabinet Regulation No. 281 of 26 June 2001, Tariff Calculation Methodology for Public Utilities in Local Government Regulated Sectors, has been specified a two-level tariff, shall, within two years from the coming into effect of the Methodology, submit a one-level draft tariff for examination at the Regulator in accordance with this Methodology.

73. The designation “LVL” and the word “lats” shall be replaced throughout the text with the designation “EUR” and the word “euro”. The changes laid down in this Paragraph shall come into force on 1 January 2014.

[27 September 2013]
74. A draft tariff that has been calculated and submitted to the Regulator prior to the day of introducing euro, shall be prepared and calculated in lats. Starting from the day of introducing euro, a Merchant shall convert in euros a draft tariff calculated in lats, the evaluation of which has not been completed, in conformity with the exchange rate determined by the Council of the European Union and the rounding-up principles laid down in Section 6 of the Law On the Procedure for Introduction of Euro (hereinafter – converted draft tariff). The sum total of the costs of the converted draft tariff shall be formed by the converted cost items included in the calculation of the draft tariff, and their sum total shall not exceed the sum total of costs of the draft tariff being evaluated in lats, which has been converted in euros, in conformity with the exchange rate determined by the Council of the European Union and the rounding-up principles laid down in Section 6 of the Law On the Procedure for Introduction of Euro. A draft tariff that has been calculated and submitted to the Regulator on the day of introducing euro or after, shall be prepared and calculated in euros. Such currency shall be indicated in the justifying documents, which was used in preparing them in accordance with the accounting requirements and the Law On the Procedure for Introduction of Euro.
[27 September 2013]
Chair of the Board of the Public Utilities Commission


V. Andrējeva

Annex 1

to Decision No.1/8 of 12 May 2010 of the

Public Utilities Commission

[12 May 2011]

	Name of the Merchant

	Uniform registration number

	
	
	
	
	

	
	Water balance
	
	
	

	
	Water balance calculation in m3
	actual

indicators

of the previous

year
	forecast for

the current year
	Average

	1.
	Quantity of the abstracted water
	
	
	

	
	including
	x
	x
	x

	1.1.
	Water consumption for technological needs
	
	
	

	1.2.
	Quantity of water supplied into the water-supply network
	
	
	

	.
	including
	
	
	

	1.2.1..
	Quantity of water supplied to customers
	
	
	

	1.2.2.
	Water losses
	
	
	

	
	Information regarding the quantity of wastewater
	

	
	Calculation of the quantity of treated wastewater in m3
	actual

indicators

of the previous

year
	forecast for

the current year
	Average

	2.
	Volume of the total treated wastewater
	
	
	

	
	including
	x
	x
	x

	2.1.
	Quantity of the collected wastewater
	
	
	

	2.2.
	Quantity of other treated wastewater
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	Date ___.___._____.
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	Person entitled to represent the Merchant
	

	
	
	signature and full name


Chair of the Board of the Public Utilities Commission


V. Andrējeva

Annex 2

to Decision No.1/8 of 12 May 2010 of the

Public Utilities Commission

[12 May 2011; 27 September 2013 / Amendments to Annex shall come into force on 1 January 2014. See Paragraph 73 of the Regulation]
	Name of the Merchant
	

	Uniform registration number
	


Calculation of the Draft Tariff for the Water Management Service
	Items
	water production
	water supply
	wastewater collection 
	wastewater treatment 

	1.
	Depreciation of fixed assets and the book value of written-off intangible investments
	
	
	
	

	1.1.
	Depreciation of fixed assets
	
	
	
	

	1.1.1.
	including buildings, structures
	
	
	
	

	1.1.2.
	equipment, machinery
	
	
	
	

	1.1.3.
	other
	
	
	
	

	1.2.
	Book value of written-off intangible investments
	
	
	
	

	Operating costs in EUR

	2.
	Staff costs
	
	
	
	

	2.1.
	Work remuneration
	
	
	
	

	2.2.
	Social insurance costs
	
	
	
	

	3.
	Renovation costs
	
	
	
	

	4.
	Other costs of economic activity
	
	
	
	

	4.1.
	Costs of the procured water, if the Merchant procures water from the network of another merchant for the provision of services
	
	x
	x
	x

	4.2.
	Costs of wastewater drained for treatment, if the Merchant drains the collected wastewater into the network of another merchant
	x
	x
	x
	

	4.3.
	Other costs of administration not included elsewhere
	
	
	
	

	4.4.
	Costs of materials
	
	
	
	

	4.5.
	Costs of electricity, heating fuel, heat energy, gas
	
	
	
	

	4.6.
	Guarding expenses
	
	
	
	

	4.7.
	Transport maintenance costs
	
	
	
	

	4.8.
	Public utility costs
	
	
	
	

	4.9.
	Insurance costs
	
	
	
	

	4.10.
	Communications costs
	
	
	
	

	4.11.
	Office supplies
	
	
	
	

	4.12.
	Training of staff
	
	
	
	

	4.13.
	Legal services
	
	
	
	

	4.14.
	Costs related to the control of the state of the environment
	
	
	
	

	4.15.
	Official travels
	
	
	
	

	4.16.
	Other expenses
	
	
	
	

	4.17.
	Other essential expenses in division by items
	
	
	
	

	4.18.
	Expenses related to the servicing of the customers of services
	x
	
	
	x

	4.19.
	Fees
	
	
	
	


	5.
	Costs of water losses
	x
	
	x
	x

	6.
	Taxes
	
	
	
	

	7.
	Credit interest payments and repayment of the principal sum
	
	
	
	

	Costs in total, EUR
	
	
	
	

	8.
	Profitability
	
	
	
	

	Costs together (with profitability), EUR
	
	
	
	

	9.1.
	Quantity of water supplied into the water-supply network, m3
	
	x
	x
	x

	9.2.
	Quantity of water supplied to customers, m3
	x
	
	x
	x

	9.3.
	Quantity of the collected wastewater, m3
	x
	x
	
	

	9.4.
	Total quantity of the treated wastewater, m3
	x
	x
	x
	

	EUR/m3
	Tariff for water production
	Tariff for water supply 
	Tariff for wastewater collection
	Tariff for wastewater treatment *)

	
	
	
	
	

	EUR/m3
	Tariff for water supply services
	Tariff for sewerage services

	
	
	

	EUR/m3
	Tariff

	
	


*) depending on the type of the calculation of the draft tariff, the tariff for wastewater treatment shall be obtained by dividing the costs by the quantity of the collected or treated wastewater
	Date
	____-____-_____-


	Person
	

	entitled to represent the Merchant
	signature and full name


Chair of the Board of the Public Utilities Commission


V. Andrējeva

Annex 3

to Decision No.1/8 of 12 May 2010 of the

Public Utilities Commission

[4 April 2012]

	Name of the Merchant
	

	Uniform registration number
	


Calculation of Capital Return
	Items
	water production
	water supply
	wastewater collection 
	wastewater treatment 

	1.
	Intangible investments
	
	
	
	

	1.1.
	Concessions, patents, licences, trademarks and similar rights
	
	
	
	

	1.2.
	Intangible investment establishment costs
	
	
	
	

	2.
	Fixed assets
	
	
	
	

	2.1.
	Land
	
	
	
	

	2.2.
	Buildings and structures
	
	
	
	

	2.3.
	Equipment and machinery
	
	
	
	

	2.4.
	Other fixed assets and inventory
	
	
	
	

	2.5.
	Establishment of fixed assets and costs of unfinished
	
	
	
	

	2.6.
	Advance payments for fixed assets
	
	
	
	

	2.7.
	Fixed assets not used for the provision of the public utility service
	
	
	
	

	3.
	Value of the regulatory asset base (RAB) (1.+2.—2.7.)
	
	
	
	

	4.
	Equity capital (E)
	
	
	
	

	4.1.
	Fixed capital
	
	
	
	

	4.2.
	Reserve of revaluation of long-term investments
	
	
	
	

	4.3.
	Undistributed (losses)/profit of preceding years
	
	
	
	

	4.4.
	Undistributed (losses) of the reporting year
	
	
	
	

	5.
	Long-term creditors
	
	
	
	

	5.1.
	Loans from credit institutions (D)
	
	
	
	

	5.2.
	Advance payments received
	
	
	
	

	5.3.
	Deferred revenue
	
	
	
	

	5.4.
	Deferred enterprise income tax
	
	
	
	

	6.
	Short-term creditors
	
	
	
	

	7.
	Rate of return on equity capital (re)
	
	
	
	

	8.
	Rate of return on borrowed capital (rd)
	
	
	
	

	9.
	Share of the equity capital in the total (equity and borrowed) capital
E/(E+D) (4./(4.+5.1.))
	
	
	
	

	10.
	Share of the borrowed capital in the total (equity and borrowed) capital
D/(E+D) (5.1./(4.+5.1.))
	
	
	
	

	11.
	Weighted average rate of return of capital
wacc - re - E/(E+D) + rd - D/(E+D) ((7.-9.)+(8.-10.))
	
	
	
	

	12.
	Return of capital P=RAB*wacc (3.* 11.)
	
	
	
	


	Date
	____-____-_____-


	Person
	

	entitled to represent the Merchant
	signature and full name


	Chair
	V. Lokenbahs


Annex 4

to Decision No.1/8 of 12 May 2010 of the

Public Utilities Commission

[12 May 2011; 27 September 2013 / Amendments to Annex shall come into force on 1 January 2014. See Paragraph 73 of the Regulation]

	Name of the Merchant
	

	Uniform registration number
	


Calculation of the Draft Tariff for the Water Management Service if Return of Capital is Included in Costs
	Items
	water production
	water supply
	wastewater collection 
	wastewater treatment 

	Capital costs, EUR
	
	
	
	

	1.
	Depreciation of fixed assets and the book value of written-off intangible investments
	
	
	
	

	1.1.
	Depreciation of fixed assets
	
	
	
	

	1.1.1.
	including buildings, structures
	
	
	
	

	1.1.2.
	equipment, machinery
	
	
	
	

	1.1.3.
	other
	
	
	
	

	1.2.
	Book value of written-off intangible investments
	
	
	
	

	2.
	Return of capital
	
	
	
	

	Operating costs, EUR
	
	
	
	

	3.
	Staff costs
	
	
	
	

	3.1.
	Work remuneration
	
	
	
	

	3.2.
	Social insurance costs
	
	
	
	

	4.
	Costs of renovation
	
	
	
	

	5.
	Other costs of economic activity
	
	
	
	

	5.1.
	Costs of the procured water, if the Merchant procures water from the network of another merchant for the provision of services
	
	x
	x
	x

	5.2.
	Costs of wastewater drained for treatment, if the Merchant drains the collected wastewater into the network of another merchant
	x
	x
	x
	

	5.3.
	Other costs of administration not included elsewhere
	
	
	
	

	5.4.
	Costs of materials
	
	
	
	

	5.5.
	Costs of electricity, heating fuel, heat energy, gas
	
	
	
	

	5.6.
	Expenses of guarding
	
	
	
	

	5.7.
	Transport maintenance costs
	
	
	
	

	5.8.
	Public utility services
	
	
	
	

	5.9.
	Insurance costs
	
	
	
	

	5.10.
	Communications expenses
	
	
	
	

	5.11.
	Office supplies
	
	
	
	

	5.12.
	Training of staff
	
	
	
	

	5.13.
	Legal services
	
	
	
	

	5.14.
	Costs related to the control of the state of the environment
	
	
	
	

	5.15.
	Official travels
	
	
	
	

	5.16.
	Other expenses
	
	
	
	

	5.17.
	Other essential expenses in division by items
	
	
	
	

	5.18.
	Expenses related to the servicing of the customers of services
	x
	
	
	x

	5.19.
	Fees
	
	
	
	


	6.
	Costs of water losses
	x
	
	x
	x

	7..
	Taxes
	
	
	
	

	Costs together, EUR
	
	
	
	

	8.1.
	Quantity of water supplied into the water-supply network, m3
	
	x
	x
	x

	8.2.
	Quantity of water supplied to customers, m3
	x
	
	x
	x

	8.3.
	Quantity of the collected wastewater, m3
	x
	x
	
	

	8.4.
	Total quantity of the treated wastewater, m3
	x
	x
	x
	

	EUR/m3
	Tariff for water production
	Tariff for water supply 
	Tariff for wastewater collection
	Tariff for wastewater treatment *)

	
	
	

	EUR/m3
	Tariff for water supply services 
	Tariff for sewerage services

	
	
	

	EUR/m3
	Tariff

	
	


*) depending on the type of the calculation of the draft tariff, the tariff for wastewater treatment shall be obtained by dividing the costs by the quantity of the collected or treated wastewater

	Date
	____-____-_____-


	Person
	

	entitled to represent the Merchant
	signature and full name
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