Decision No. 1/1 of the Board of the Public Utilities Commission
Adopted 9 March 2011

Methodology for the Calculation of Municipal Waste Disposal Service Tariff

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 a provider of municipal waste disposal service (hereinafter – Merchant) shall calculate a draft tariff for disposal of municipal waste (hereinafter – draft tariff) at a landfill site for municipal waste (hereinafter – landfill site).

2. A Merchant shall submit the original document of draft tariff and document of draft tariff in electronic form to the Regulator. The Merchant shall, together with a draft tariff, submit information and documents confirming the substantiation of the costs forming the tariff calculated in the draft tariff.

3. A Merchant shall, together with a 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.

4. Upon submitting a draft tariff, a Merchant shall append a description reflecting the process of accepting municipal waste, preparation for disposal and disposal at the landfill site, as well as indicate the amount of the relevant activities per year.

2. General Provisions for the Calculation of the Draft Tariff

5. The costs of providing a municipal waste disposal service (hereinafter – service) anticipated in the budget of the Merchant shall be used for the calculation of a draft tariff.

6. The quantity of the municipal waste disposed of shall be determined as the average value between the quantity of municipal waste actually disposed of in the preceding year and the anticipated quantity of municipal waste to be disposed of in the following year. If a Merchant is planning to commence activity, then only the anticipated quantity of municipal waste to be disposed of shall be used in the draft tariff, calculating the quantity by dividing the designed capacity of the landfill site in tonnes by the planned term of operation of the landfill site.

7. The costs and quantity of the municipal waste disposed of in the draft tariff shall be applied to the time period of one year.

8. In determining the anticipated quantity of municipal waste to be disposed of, a Merchant shall take into account the regional waste management plan.

9. A Merchant shall accurately and clearly present the costs in the draft tariff, including only the assets and activities related to disposal of municipal waste therein.

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

10.1 A Merchant shall use a cost assignment model, the basic principles and specification of which shall be submitted together with documents justifying the draft tariff. During evaluation of the draft tariff the Regulator may request that the Merchant reviews and changes the cost assignment model.

[4 April 2012]
11. A Merchant shall calculate the draft tariff in lats per one tonne of municipal waste accepted for disposal at the landfill site.

12. A Merchant shall not include costs and the quantity of municipal waste, which is related to the provision of other waste management services, in the draft tariff.

13. A Merchant shall perform individual record-keeping and, together with the draft tariff, submit to the Regulator a report on applied expenses and revenue, which are related to obtaining income of another kind from the use of the landfill site, including trade in biogas (methane), electricity, thermal energy, not including expenses and income from trade in reusable municipal waste separated. The Merchant shall reduce the costs forming the draft tariff by the revenue obtained thereby from the use of the infrastructure of the landfill site directly or indirectly.

[4 April 2012]
14. Profit from providing the service in terms of percentage may not exceed profitability in the amount of 7%, which has been calculated in per cent from the costs of providing the service. A Merchant shall use the profit included in the draft tariff for interest payments of short-term credits of current assets and for compensating the difference between revenue and expenses related to the provision of the service, which does not exceed the criteria indicated in Paragraph 19 of the Methodology.

15. 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 creation of new fixed assets for the provision of the service.

16. A Merchant may include substantiated interest payments of a short-term credit (up to 5 years) in the calculation of the draft tariff, if the relevant credit is related to the creation of new fixed assets for the provision of the service and attraction of monetary funds from a State, local government, foreign country, European Union, another international organisation or institution is intended.

17. A Merchant may include the repayment of the principal sum of a long-term credit (5 years and more) in the draft tariff necessary for the provision of the service, 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 tariff for municipal waste disposal in effect in accordance with Paragraph 17 of the Methodology, 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.

19. If the forecasted indicators of the volume used for calculation of the existing tariff change by 10% or the forecasted costs included in the calculation of the existing tariff change by 5%, a Merchant shall submit a new draft tariff to the Regulator, which has been calculated on the basis of adjusted volumes of municipal waste disposed of and costs related thereto.

20. A Merchant shall indicate the costs forming the tariff calculated in the draft tariff according to Annex to the Methodology.

21. A Merchant shall calculate the planned costs of closing and recultivation of a landfill site for one year of activity of the landfill site in accordance with laws and regulations, dividing the total planned costs of closing and recultivation of a landfill site by the total planned capacity of waste disposal sites of the landfill site in tonnes, taking into account the term of activity of the landfill site laid down in the permit for polluting activity. The monitoring costs of a closed landfill site shall be determined in accordance with the requirements of laws and regulations.

22. A Merchant shall reduce the costs included in a draft tariff by the part of the revenue obtained thereby from trade in reusable municipal waste separated, reducing the revenue by costs for the preparation of reusable municipal waste separated for trade and pre-treatment.

[4 April 2012]
3. Costs to be Included in the Draft Tariff

23. 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), from which revenue have been deducted according to Paragraphs 13 and 22 of the Methodology (Ieņ), and profit (Ir), which has been calculated so that profitability (R) would conform to the conditions of Paragraph 14 of the Methodology (R=Ir/IP?7%). Only such costs that relate to the service and are substantiated shall be included in the draft tariff.

IP= (Inol + Iekspl + Inod + Ik) – Ieņ + Ir
[27 September 2013]
3.1. Depreciation of Fixed Assets and the Book Value of Written-off Intangible Investments

24. 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 value of written-off intangible investments (EUR);
Inol.pam – depreciation of fixed assets (EUR);
Inol.nem – write-off of the origination costs of the intangible investments (EUR).
25. 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 draft tariff 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.

26. 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.

27. 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.

28. 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 country, 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 determined in accordance with the procedures laid down by the Cabinet, by which financial support (financial assistance) of State, local government, foreign country, European Union or other international organisations and institutions, donations and gifts in cash or in kind shall be reflected in financial statements.

3.2. Operating Costs

29. The costs shall be calculated according to the following formula:

Iekspl = Ipers + Irem + Isaimn ,
where
Iekspl – operating costs in draft tariff (EUR);
Ipers – staff and social costs (EUR);
Irem – the costs of repairs that are necessary for the maintenance of property and have been carried out (EUR);
Isaimn – other costs of economic activity (EUR).
30. Staff and social costs (Ipers) shall be calculated in accordance with the laws and regulations governing employment legal relationship and the field of social insurance. The staff shall be all employees of the Merchant who are involved in disposal of municipal waste in proportion to their participation: in the process of basic activity, in maintenance and support processes, administrative staff.

31. Costs of the current repairs 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 repair costs shall not be recorded into this balance item.

32. 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 the service and are not recorded under other balance items of costs. The Merchant shall provide an explanation of other costs, separating the most essential balance items of other costs.

33. Other costs of economic activity shall include:

33.1. costs for special vehicles and machinery which are used for accepting and disposing of municipal waste;

33.2. costs for materials for the provision of the service and costs related to regular coating of the waste layer with an inert covering;

33.3. costs for control and protection of the environmental condition during the operation of the landfill site;

33.4. costs related to arrangement of a landfill site, which do not include the depreciation of fixed assets and which are not covered in accordance with the financing procedures referred to in Paragraph 28 of the Methodology;

33.5. financial guarantee or guarantee equivalent thereto for carrying out of the requirements laid down in the permit for polluting activity regarding closing of a landfill site, recultivation and the environmental monitoring to be performed after closing of the landfill site;

33.6. costs for closing and recultivation of a landfill site and costs related to the monitoring of the closed landfill site in accordance with the procedures laid down by the Cabinet;

33.7. costs for preparation of municipal waste for disposal (separation of waste that can be recovered, waste that can be composted and hazardous waste), as well as costs for composting waste, if biological waste is composted at a landfill site;

33.8. costs for transferring of hazardous waste found in municipal waste;

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

33.10. State fees, costs for financing of public education measures in the relevant waste management region according to the approved plans of measures, other costs and other essential costs related to the provision of the service, which have been divided according to the positions of costs.

3.3. Taxes

34. A Merchant shall indicate separately in the draft tariff the following taxes calculated in accordance with laws and regulations:

34.1. 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;

34.2. the enterprise income tax (Iien.nod) for income obtained from the provision of the service;

34.3. the natural resources tax (IDRN) for emission of polluting substances into the environment.

35. Natural resources tax for disposal of municipal waste shall not be included in the draft tariff.

4. Calculation of the Municipal Waste Disposal Draft Tariff

36. The draft tariff shall be calculated according to the following formula:

TAP = IP / QAP ,
where
TAP – municipal waste disposal tariff (EUR/t);
IP – full costs included in the draft tariff (EUR);
QAP – quantity of the municipal waste disposed of (t).
37. The approved tariff shall be in effect until a new tariff is determined.

5. Closing Provisions

38. This Methodology shall enter into effect on the day following the publication thereof in the official gazette Latvijas Vēstnesis.

[27 September 2013]
39. A draft tariff submitted by the Merchant to the Regulator until the date of the entering 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.

40. Until closing of dumping grounds tariff for disposal of municipal waste at a dumping ground shall be calculated in accordance with this Methodology in lats per one tonne of municipal waste. If it is not possible to weigh municipal waste, their quantity (mass) shall be reflected according to the actual quantity of municipal waste, using the recalculation factors of volume – mass of municipal waste.

41. Designation “LVL” and the word “lats” shall be substituted with the designation “EUR” and the word “euro” throughout the text. Changes laid down in this Paragraph shall come into force on 1 January 2014.

[27 September 2013]
42. A draft tariff which has been calculated and submitted to the Regulator before the day when euro has been introduced, shall be prepared and calculated in lats. Starting from the day when euro has been introduced a Merchant shall convert a draft tariff calculated in lats, the evaluation of which has not been completed, into euros in conformity with the exchange rate determined by the Council of the European Union and the principles of rounding laid down in Section 6 of the Law On the Procedure for Introduction of Euro (hereinafter – converted draft tariff). The total sum of costs of the converted draft tariff shall be formed by the converted costs positions included in the calculation of the draft tariff and their total sum shall not exceed the total sum of costs of the draft tariff under evaluation in lats, which has been converted into euros in conformity with the exchange rate determined by the Council of the European Union and the principles of rounding laid down in Section 6 of the Law On the Procedure for Introduction of Euro. A draft tariff which has been calculated and submitted to the Regulator on the day when euro has been introduced or afterwards, shall be prepared and calculated in euros. Such currency shall be indicated in the substantiating documents, which is used in preparing them according to the accounting requirements and the Law On the Procedure for Introduction of Euro.

[27 September 2013]
Acting in the capacity of the Chair of
the Board of the Public Utilities Commission




G. Zeltiņš

Annex

Decision No.1/1 of the Public Utilities Commission

9 March 2011

	Name of the Merchant:
	

	Unified registration number:
	


Calculation of the Draft Tariff for the Municipal Waste Disposal Service
	Positions of Expenses
	Calculation of the draft tariff excluding VAT*)

	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.
	others
	

	1.2.
	Write-off of the origination costs of the intangible investments
	

	
	
	

	Operating costs (2.+4.+3.)
	

	
	
	

	2.
	Staff costs
	

	2.1.
	Work remuneration
	

	2.2.
	Mandatory payments of State social insurance
	

	
	
	

	3.
	Repair costs
	

	
	
	

	4.
	Other costs of economic activity in accordance with Paragraph 33 of the Methodology
	

	4.1.
	Costs for special vehicles and machinery used in accepting and storage of municipal waste
	

	4.2.
	Costs for materials for the provision of the municipal waste disposal service and costs related to regular coating of the waste layer with an inert covering
	

	4.3.
	Costs for control and protection of the environmental condition during the operation of the landfill site
	

	4.4.
	Costs related to arrangement of a landfill site, which do not include the depreciation of fixed assets and which are not covered in accordance with the financing procedures referred to in Paragraph 28 of the Methodology
	

	4.5.
	Costs of financial guarantee or guarantee equivalent thereto
	

	4.6.
	Costs for closing and recultivation of a landfill site and costs related to the monitoring of the closed landfill site
	

	4.7.
	Costs for preparation of municipal waste for disposal (separation of waste that can be recovered, waste that can be composted and hazardous waste), as well as costs for composting waste 
	

	4.8.
	Costs for transferring of hazardous waste found in municipal waste 
	

	4.9.
	Other costs of administration, which are not included in other groups of costs
	

	4.10.
	State fees
	

	4.11.
	Costs for financing of public education measures in the relevant waste management region 
	

	4.12.
	Other costs
	

	4.13.
	Other essential costs related to the provision of the service, which have been divided according to the positions of costs
	

	
	
	

	5.
	Taxes
	

	
	
	

	6.
	Credit interest payments and repayment of the principal sum
	

	
	
	

	7.
	Revenue in accordance with Paragraphs 13 and 22 of the Methodology
	

	
	
	

	Total costs in EUR (1.+2.+3.+4.+5.+6.) -7.

	
	
	

	8.
	Profitability (%)
	

	
	
	

	Full costs (together with profitability), EUR

	
	
	

	Quantity of municipal waste accepted for disposal in the draft tariff (t)
	

	
	
	

	Municipal waste disposal tariff (without natural resources tax) EUR/t

	*) the final values to be included in the calculation of the draft tariff shall be itemised according to positions in the substantiation of the costs forming the draft tariff

	
	

	Date ___ _________ 20___
	

	

	Person
	

	entitled to represent the Merchant
	

	
	signature and full name
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