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LAW OF MONGOLIA ON ENERGY

February 1, 2001
Ulaanbaatar city

(“Turiin medeelel #6, 2001)
CHAPTER ONE GENERAL PROVISIONS

Article 1. Purpose of the Law

1.1. The purpose of this law shall be to govermtr@hships concerning energy
generation, transmission, distribution, dispatchamgl supply activities, construction of energy
facilities and energy consumption that involveimdtion of energy resources.

Article 2. Legislation on Energy

2.1. Legislation on energy shall consist of thisvland other acts of legislation
enacted in conformity with the former.

2.2. Relations with respect to producing and supglyenergy using source of
renewable energy shall be regulated under separate
/This provision was added under law dated 11 Jap@®07/

2.3. Relations with respect to utilizing nucleameo shall be specifically regulated
under Nuclear energy law.
/This provision was added under law dated 16 JOIy32

2.4. Relations with respect to reserving and iffit utilization of energy shall be
regulated under separate law.
/This provision was added under law dated 19 JWS2

2.5. If an international treaty to which Mongolma party provides otherwise, the
provisions of the international treaty shall prévai
/This provision was added under law dated 09 Deezrab11/
/Numbering of this provision was changed under lated 19 June 2015

Article 3. Definitions

3.1. Inthis law the following terms shall have the folloygimeaning:

3.1.1."Energy” shall mean electricity and heating generated fasamer needs using
energy resources and methane gas to be distributed consumers through linear network;
/This provision was restated under law dated 19%J2015/

3.1.2."Energy resources” shall mean all types of fuel and renewable and rothe
resources that can be used for the purposes ofipiraglelectricity and heating;

3.1.3."Fuel” shall mean all types of coal, slate, oil-slurrit, aranium and thorium-
ore, ancillary products and concentrate thereadmhiss existing in the nature, other organic
materials, and gas fuel those used for produciectiétity and heating;

3.1.4.“Source of energy” shall mean facilities generating electricity anchtiveg for
consumer needs using energy resources;

3.1.5. “Main network” shall mean co-operative of sources, transmissiod an
distribution networks connected to each other hog electricity supply service covering two
or more aimag centers;

/This provision was restated under law dated 19J2015/

3.1.6"Main network code” shall mean procedures that regulate technicalites

of components of the main network;
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3.1.7.“Electricity transmission network” shall mean high voltage power lines and
substations of 110 kV and higher generating maitwokk for transmission of electricity, as
well as other power lines and substations thatcarmected to the network or technically and
technologically required to be a part of this netwyo
/This provision was amended under law dated 19 201&/

3.1.8.“Electricity distribution network” shall mean power lines and substations of
110kV or less for distribution of electricity congifirom substations of electricity transmission
network to the consumer equipment;

/This provision was amended under law dated 19 201&/

3.1.9."Energy facilities” shall mean energy source, transmission and disiviblines,
and substations, and other facilities for techniclalgourposes;

3.1.10.“Construction of energy facilities” shall mean having constructed by
eligible entities of energy sources, transmissiod distribution lines and substations; technical
renovation, rehabilitation, repair and extensiobadic technological equipment;

3.1.11."Central heating supply” shall mean supply of heating to
consumers from energy sources generating Iathting and electricity or from heating
producers with capacity of over 100 MW \aaheating network through dispatching;

3.1.12. ‘Central heating supply code” shall mean norms regulating technical
operation of components of the central heating lstipp

3.1.13."Heating transmission network” shall mean heating lines and equipment
from sources of energy to the heating distributienters;

3.1.14 Heating distribution network” shall mean heating distribution centers and
heating lines and equipment from heating distriiutenters to consumer equipment;

3.1.15.“Heating season” shall mean a period of time in the year determiaedhe
basis of mean climatic indicators over years duvinich time it is necessary to provide heating
to buildings and premises in order to ensure cotabbe living and working conditions to
humans;

3.1.16.“Supplier of energy” shall mean a legal entity, which holds a licensprawvide
regulated or unregulated supply of energy;

3.1.17'Regulated supply of energy” shall mean selling energy to consumers
at tariffs approved by the Energy Regulatory Auittyo(hereinafter “Regulatory Authority)
specified in Article 8 of this law and published:(bafter, “regulated tariffs);

3.1.18Unregulated supply of energy”’ shall mean selling energy to consumers
at contract prices;

3.1.19°Consumer” shall mean a natural or a legal person who is &y fdarthe
energy supply contract with the right to purchasergy;

3.1.20.“Consumer classes”shall mean classifying consumers depending onetimast
of energy supply contract, quantity of energy comgtion and time of use;

3.1.21."Business rules” shall mean standards that include terms anditons
of contracts between suppliers and consumers,dimguterms of level and quality of service,
charges, and relations between license holders;

3.1.22 . Tariffs” shall mean prices approved and publishdy the
Regulatory Authority. These may include producercgs, supporting tariff, charges for
dispatching, transmission, distribution and suppbywell as import prices or any one of these;
/This provision was amended under law dated 19 201&/

3.1.23.“Nuclear energy resources” shall mean nuclear fuel suitable for using as
nuclear energy source in production of energy;

3.1.24. “Nuclear energy” shall mean energy produced for consumers’ needgusin
nuclear energy resources;

3.1.25. “Nuclear energy source” shall mean facilities producing energy for
consumers’ need using nuclear energy resources;
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3.1.26. “Dispatching regulation” shall mean planning and managing the daily
operations of the main network by the holder oérise for conducting dispatching regulation
the balancing production and use of electricity hadting;

3.1.27.“Indexing” shall mean calculation and regulation of the preel tariff of
energy to be sold to the consumers in consideratiadhe actual changes in the main factors of
energy production, transmission, distribution anppdy expenses;

3.1.28. “Safety resources” shall mean fuel, fuel and lubricants, equipments] a
preparation capability indispensable in order tdigating losses incurred due to events of
emergency and force majeure, ensuring safety ofygr@roduction and utilization;

/This provision was amended under law dated 19 201&/

3.1.29.“Consumer’s category” shall mean categorizing the consumers in order to
setting the consumers’ tariff based on charactesisif needs and expenses of energy supply;

3.1.30. “Gas supply code” shall mean rules regulating the unified monitoring
regulation of the components of methane gas supmdyits technical operations;

/This provision was added under law dated 19 JW052

3.1.31."Gas supply network” shall mean unified activities of planning, economy,
management, and regulation including lines and @ngents for processing, purifying, storing,
transporting, transmitting, and distributing methaas;

/This provision was added under law dated 19 JW052

3.1.32.“Certificate” shall mean the activity of specialized expert exiegustatement
on whether the energy facilities, required feagipilstudy, technical and work layouts,
techniques, technology, unified budget are consistgth the requirements in norms, rules,
standards;

/This provision was added under law dated 19 JWS2

3.1.33. “Independent energy producer” shall mean private sector and foreign
invested energy producers to export energy, orlgugyergy at agreed price within the effective
term of the agreement;

/This provision was added under law dated 19 JWS2

3.1.34.“Energy sale and purchase agreementshall mean agreement whereby the
energy shall be purchased from the independenggmeoducer for long term of period.
/This provision was added under law dated 19 JW052

/This Article was amended under law dated 09 Deeedb11 — ordering of the terms
in this Article was changed/
CHAPTER TWO

POWERS OF STATE AUTHORITIES WITH REGARD TO ENERGY

Article 4. Powers of the State Ikh Khural

4.1. The State Ikh Khural shall define the statbcps on energy and decide matters
of construction sources of nuclear energy power.

Article 5. Powers of the Government

5.1. The Government shall exercise the following/@s with regard to energy:

5.1.1. To organize implementation of the stateqiedi and legislation on energy;
~ 5.1.2. To establish the Energ?/ Regulatory Commiggo approve it charter;
/This provision was amended under law dated 09 Dées 2011/

5.1.3. To approve rules of energy consumption arateption of power lines and
networks and determine the boundaries of transamgsetworks.

[This provision was amended under law dated 19 20&/ _ _
5.1.4. To constitute safety energy resources andce of funding, to approve the list of
resources;

/This provision was added under law dated 09 Deezr2B11/
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5.1.5. To develop documents of development, styategd normative of energy, [to
establish research and analysis institution in gdaof preparing calculation of the national
balance of energy resources], and to approve regogaon financing the expenses related
thereto;
/This provision was added under law dated 09 Dee#rib11 and restated under law dated 19
June 2015/

5.1.6. To provide necessary support to an indesr@nehergy producer.
/This provision was added under law dated 19 JWiS2

Article 6. Powers of the State Central Administratve Body

6.1. The state central administrative body in cearfgenergy shall exercise the following
powers:

6.1.1. To implement legislation and decisiarfs the Government o@anergy;

6.1.2. To develop the state policies on usfe energy and energgsources,
importation and exportation of energy, constructmnenergy sources, lines and networks;

/This provision was annulled under law dated 09 é&eber 2011/

6.1.4. To approve regulations on energy supplyndunatural disasters, unforeseen and
force majeure events;

6.1.5. To approve codes of the main network, gaplguand central heating supply;
rules and procedures for assembling, maintenance uditization of energy facilities and
equipment and their operational safety; to estaldasumer classes;

I’"Regulation for issuing license” in this provisiowas deleted under law dated 30 November
2001/

/This provision was amended under law dated 19 201&/
6.1.6. To resolve disputes connected with the reseiand revocation of licenses and
draw conclusions;

/This provision was amended under law dated 30 Mbee 2001 and annulled under law dated
09 December 2011/

6.1.8. To get statistical information regarding rggyeutilization and production, prepare
national balance of energy, approve documents whative, and develop standards;

/This provision was added under law dated 09 Deezib11 and amended under law dated 19
June 2015/

6.1.9. To approve and enforce the regulationsaluation of energy resources together
with relevant state central administrative body;

/This provision was added under law dated 09 Deezrab11/
6.1.10. To develop human resource policy of thegnsector;
/This provision was added under law dated 09 Deezrab11/

6.1.11. To determine commencing and ending datdsedieating season;
/This provision was added under law dated 09 Deezrab11/

6.1.12. To [organize activities] of conducting cdition, evaluation, and analysis
necessary for developing the state policy with eespo using, importing, exporting energy and
its resources, and constructing energy source$irggland networks;

/This provision was added under law dated 17 Au@@4?2 and amended under law dated 19
June 2015/

6.1.13. To organize implementation of projectspgoams and measures to be

implemented in energy sector;
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/This provision was added under law dated 17 AugQge/

6.1.14. To [organize activities of verifying] febsity study of new energy sources and
[executing certificate];
/This provision was added under law dated 17 Au@@di?2 and restated under law dated 19
June 2015/

6.1.15. To grant right to enter into energy sabkel purchase agreement to relevant
organization;
/This provision was added under law dated 19 JWS2

6.1.16. To conduct research on uncustomary enevgscss, and arrange activities of
introducing new advanced techniques and techndapgie
/This provision was added under law dated 17 AugQ4® and the numbering of this provision
was changed under law dated 19 June 2015/

6.1.17. To prepare proposal with respect to denrgasnergy loss and increasing
economical profit;
/This provision was added under law dated 17 AugQ4® and the numbering of this provision
was changed under law dated 19 June 2015/

6.1.18. To approve final destination and locatidrthe connection and delivery of the
gas to be supplied to gas supply network and toendadision on entering into agreement.
/This provision was added under law dated 19 JW052

6.2. The member of Government in charge of energyters shall consult with the
competent authority when appointing and releadnmegmianagement of wholly or partially state
owned legal entities operating in the energy sector
/This provision was amended under law dated 09 Dées 2011/

Article-6*—/This provision was annulled under law dated 17 August 2012/

Article 7. Powers of Aimag, Capital City, Soum andDistrict Governors

7.1. Aimag, capital city, soum and dddtri Governors shall organize
implementation of legislation on energy and decisissued in conformity therewith, develop
policies on energy supply in their respective teries; and implement the policies jointly with
relevant authorities.

Al
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/This provision was annulled under law dated 19eJA015/

7.3. The governors shall take measures to evadualdings and facilities constructed
within the protection strip of the energy lineanwerk in the said territory and the families
residing there, remove trees, bushes, shrubs akedteasures to prevent from such violations.
/This provision was added under law dated 09 Deezrab11/

Article 8. Regulatory Authority

8.1. Energy Regulatory Commission /referred toRegtilatory Commission” shall have the
functions to regulate the generation, transmissdistribution, dispatching and supply of
energy, determining prices and tariffs, and impletimg policy on energy reserving.

/This provision was amended under law dated 19 201&/

8.2. The Regulatory Commission shall be headedta) five Regulators consisting of
three full-time and two ad-hoc Regulators.

8.3. The Prime Minister shall appoint the Chairnaema 2 full-time Regulators of the
Regulatory Commission at the proposal of the menalbéhe Government in charge of energy
matters, and two ad-hoc regulators at the propos&hamber of Trade and Commerce and
Consumer Protection Assiciationinitially for 2, 4nd 6 years respectively, and thereafter

appointment shall be made for3 years. The ternudficke can be extended once.
-5-
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8.4. The Regulators shall have a power of stageggninspectors.

8.5. An ad-hoc board charged with advisory fundi@emposed of representatives of
equal numbers of consumers and license holders magstablished under the Regulatory
Commission.

8.6. The Regulatory Commission shall be financeddsgs for issuance of the license
and regulatory services provided to license holders
/This provision was amended under law dated 19 201&/

8.7. The Regulatory Commission shall have annuallydited and published its
financial reports.

8.8. The Regulatory Commission shall have an exexwaiffice and the Chairman shall
head the executive office. The Regulatory Commissiwall appoint and release the Chairman.

8.9. The Regulatory Commission shall approve tloegutures of executive office.

/This Article was amended under law dated 09 Deeera®11/

Article 9. Powers of the Regulatory Commission
[Title of this Article was amended under law dadd®dDecember 2011/

9.1. The Regulatory Commission shall exercise ¢hieing powers:

/This provision was amended under law dated 09 Dées 2011/
/This provision was annulled under law dated 30 &olber 2001/

9.1.2. To issue, amend, suspend and revoke licemsasordance witkhis law

9.1.3. To set licensing terms and requiremétdcense holders and to monitor
their implementation;

/This provision was amended under law dated 19 201&/

9.1.4. To develop methodology to determine taritfsfine their structure, to review
and approve tariffs of the license holders, tossd¢ price ot the consumers, and to implement
the indexing;

/This provision was restated under law dated 09dddwer 2011/

9.1.5. To establish a pricing and tariff systthat enables supply of energy at the
lowest possible cost and allows an adequate rateta;

9.1.6. To resolve disputes between licdrdders and those between license
holders and consumers falling within its jurisdict

9.1.7. To define levels of reliable supply ehergy and service by suppliers to
consumers according to the classes of consumemnanior their implementation;

9.1.8. To make decisions whether to permit chamgesses a licensed legal entity is
to undergo restructuring, to renovate or change facilities, lines, networks, equipment
and other assets required for normal operatioicehsed activities, to transfer ownership rights
to such assets or to pledge in a way that suchgesaare likely to affect licensed activities;

9.1.9. To establish a unified database of technaal economic information and
information on licensed activities; to obtain redavinformation from license holders;

9.1.10. To register contracts made between unreglldicensed suppliers and
consumers;

9.1.11. To approve Business Rules of license hsjder

9.1.12. To provide professional and methodologgaidance to the aimag and the
Capital city Regulatory Boards, to appoint and as& the members consulting with the
Governors of aimag and the Capital city;

/This provision was amended under law dated 09 Dées 2011/

9.1.13. To approve regulations containing finan@ald technical conditions required
for connection to the electricity and heating trarssion and distribution networks for license
holders and consumers in order to supply and obesctricity and heating, and further
connections of the other consumers;

/This provision was restated under law dated 09dbdwer 2011/
-6 -
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9.1.14. To approve method for determining the po€efuel to be used for energy
production and review the calculation;
/This provision was added under law dated 09 Deezr2B11/
9.1.15. To review investment plan specified inidet 25.1.9 hereof, and to resolve issues
related to repayment of the investment by meanardf regulations;

/This provision was added under law dated 09 Deezr2B11/

9.1.16. To approve regulations for indexing engrgge and tariff;
/This provision was added under law dated 09 Deezr2B11/

9.1.17. To submit to the Government the matterf wespect to grating toll related to
loss of energy price and tariff to the license lkoddfrom the state budget in order to ease the
consumers burden to the rational extent;

/This provision was added under law dated 09 DeezrgB11/

9.1.18. To approve the method of calculating thgulated energy service fee and the
amount of such service fee;

/This provision was added under law dated 09 Deezib11 and amended under law dated 19
June 2015/

9.1.19. To determine direction and main princigiede followed for issuing licenses
taking technically and economically beneficial aodurate terms as criteria;
/This provision was added under law dated 19 JW52

9.1.20. To approve the budget of regulatory comimisgo report to the license holders
the work report and performance of the budget;

/This provision was added under law dated 09 DeezrgB11/
/This provision and numbering were amended underdated 19 June 2015/

9.1.21. To approve template of energy sale andhases agreement to be entered into
with the independent energy producer and to ragiseeagreement;
/This provision was added under law dated 19 JWS2

9.1.22. To verify the starting price of the agreatred independent energy producers.
/This provision was added under law dated 19 JW052

9.1.23. other rights and duties stated in the ehaftRegulatory Commission.

/This provision was amended under law dated 09 Dées 2011/
/This numbering of this provision was changed ura@erdated 19 June 2015/

9.2. Regulatory Commission shall consider thettens to be resolved at its
Meeting of Board of Regulators. Decisions of theeltgg shall be in a form of resolution.
License holders and consumers shall comply withreékelution.

/This provision was amended under laws dated 0®beer 2011 and 19 June 2015

Article 10. National Dispatching Centre

10.1. National Dispatching Centre shall be dbeol of a license for conducting
regulation of energy importing, exporting thoughimaetwork and energy dispatching.
/This provision was amended under laws dated 0®Déer 2011 and 19 June 2015/

a mMmnpnlaeaman ala a aldalla FROC m N a¥a a rt_

sector.
/This provision was annulled under law dated 09 é&eber 2011/
10.2. National Dispatching Centre shall manageciamercial activities of the main
network.
/This provision was added under law dated 09 Deezrab11/

-7-
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10.3. National Dispatching Centre shall have ttepaliching regulation service fees and
budget of the current year approved by the stat&raleadministrative body in charge of energy
matter, and report the work reports and budgetopadnce annually to such administrative
body.
/This provision was added under law dated 19 JW52

10.4. National Dispatching Centre shall be autentiunder Article 6.1.15 of this law and
enter into agreement and regulate the energy tsupplied to the network by an independent
energy producer under such agreement.
/This provision was added under law dated 19 JW052

Article 11. Aimag and Capital City Regulatory Boards

11.1. Aimag and Capital City Regulatory Boarsisall exercise the state regulation
of energy supply in aimags and the Capital city.

11.2. Regulatory Boards of aimags and the Capitalsball be composed of total three
members. One of the three members shall be fub-tithe Regulatory Commission shall
approve the procedure for appointing members oluR&gry Boards and rules of its operation.
/This provision was restated under law dated 09dbawer 2011 and amended under law dated
19 June 2015/

11.3. Regulatory Boards of aimags and the Capitglshall have the following rights
and duties in addition to those specified in Adifl.1.5, 9.1.6, 9.1.7, 9.1.8 and 9.1.10 of this
law:

11.3.1. To issue, amend, suspend, and revoke déseims accordance with this law;

11.3.2. To oversee compliance with conditiom&d requirements of licenses
within their respective territories;

11.3.3. To approve, review and publish the relevacénse holder's tariff and
consumer’s price under methods and regulationsoapgrby the Regulatory Board.

/This provision was added under law dated 11 Jap#)07 and restated under law dated 09
December 2011/

11.4. Regulatory Boards of aimags and the Capitgl shall cover their expenses

incurred in connection with the issuing licensegitgnsing fees.

CHAPTER THREE LICENSES

Article 12. Operational Licenses and Issuance of tense

12.1. A legal entity shall conduct the followingiaities on the basis of licenses issued
by the relevant authority:

12.1.1. Electricity generation;

12.1.2. Heating generation;

12.1.3. Electricity transmission;

12.1.4. Heating transmission;

12.1.5. Dispatching;

12.1.6. Electricity distribution;

12.1.7. Heating distribution;

12.1.8. Regulated supply of energy;

12.1.9. Unregulated supply of energy;

12.1.10. Importation and exportation of electricity

12.1.11. Construction of energy facilities; and

12.1.12. Gas supply.
/This provision was added under law dated 19 JWiS2
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12.2. Licenses for construction of power lines shog the state frontier and of energy
facilities with capacity of over 5SMW and dispatcgiticenses shall be issued by the Regulatory
Commission at approval of the state central adrmatise body.

/This provision was amended under law dated 09 Dées 2011/

12.3. Licenses for utilization of power linegrossing the state border,
construction of energy sources that generate betting and gas and for engaging in the
activities specified in Articles 12.1-12.1.10 an2l1112 of this law within the boundary of the
main network and the central heating supply systhmall be issued by the Regulatory
Commission.

/This provision was amended under law dated 09 Dee 2011 and restated under law dated
19 June 2015/

12.4. Licenses other than those specified in Aegcl2.2 and 12.3 of this law shall be
issued by Regulatory Boards of aimags and thet&lajity.
/This provision was amended under law dated 19 201&/

12.5. Licenses shall not be required for constomctind operation of energy sources
with capacity up to 1.5 MW and constructiof its transmission and distribution lines that
do not have any adverse impact on the environnmehharmal living conditions of humans and
are designated solely for own use.

12.6. License for distributing and supplying eletty and heating shall not be issued to the
legal person and its affiliated legal persons abédines and substations drawn by the consumer
for his/her own technical use, and consumer’s limeawork drawn from whichThis provision
was added under law dated 09 December 2011 andtegstinder law dated 19 June 2015/

Article 13. License for Generation of Electricity and Heating

13.1. A license for generation of electricity andating entitles the legal entities to
generate electricity and heating and to connectggnsources to transmission and distribution
networks.

13.2. A holder of a license for generation of efeityy and heating shall have reviewed
and approved by the Regulatory Commission the @riead conditions for selling
electricity and heating, except for the followirases:

/This provision was amended under law dated 09 Dées 2011/

13.2.1. Generation of electricity and heating lsdier own use;

13.2.2. Generation of electricity for export, withoconnecting to the main network

13.2.1. Generation of electricity and heating lgdier own use;

Article 14. License for Transmission of Electricityand Heating

14.1. A license for transmission of electricity ahdating entitles legal entities to
transmit electricity and heating using electri@atyd heating transmission networks.

14.2. A holder of a license for transmission ofctieity and heating shall have the
following rights and duties:

14.2.1. To ensure reliability of operations of leskl of licenses for generation,
distribution and supply of electricity and heategd reliability of electricity and heating supply
to consumers; to operate, maintain and extendrtrssgon networks;

14.2.2. To develop connection regulations speciiredrticle 9.1.13 of this law, have
them approved and comply therewith;

/This provision was amended under law dated 19 201&/

14.2.3. To create conditions for connecting aédse holders to the transmission
network on equality basis.

14.3. A holder of a transmission license may no& Isepplier of energy.

14.4. Energy transmission lines, substations &igathe ownership of the state.

/This provision was added under law dated 19 JWS2
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Article 15. License for Conducting Regulation of Dépatching

15.1. A dispatching license entitles the Nation&@patching Centre to swiftly dispatch
generation, transmission and distribution of eleityr and heating and balance production with
consumption.

15.2. A holder of a dispatching license shall hatee following rights and
obligations:

15.2.1.To dispatch generation, transmission antlilalision of electricity and heating in
compliance with technical and technological requieats as well as with the least cost criteria
with the purpose of ensuring reliable supply ot#leity and heating that meets the standards;

15.2.2. To implement a contingency plan of stoppirgstricting and subsequently
restoring supply of electricity and heating in ca®é natural disasters, unforeseen and force
majeure events;

15.2.3. To register electricity and heating supggagtracts in accordance with regulations
issued by the Regulatory Commission;

/This provision was amended under law dated 09 Dées 2011/

15.2.4. To plan for reserves of electricity and timgg capacity and other services
supplied to or provided by holders of other liceni@ough dispatching, to ensure integrity of
operations of the main network and the centralihgaupply, to establish applicable procedures
and to oversee their implementation.

15.2.5. To implement integrated policy on regim&wation of main network, relay-
protection, automatic, direct management, commtioicand information;

/This provision was added under law dated 19 JWS2

15.2.6. To annually make long-term estimates aftatety and heating consumption of
the main network and the central heating supply;

/The numbering of this provision was amended utaledated 19 June 2015/

15.2.7. To develop and implement the main netwodecupon consultation with holders
of other licenses;

/The numbering of this provision was amended ufededated 19 June 2015/

15.2.8. To plan and implement electricity transmissservices for importation or
exportation.

/The numbering of this provision was amended utaledated 19 June 2015/

15.3. A holder of a dispatching license nmeyt be issued a license for generation,
distribution and regulated or unregulated supplglettricity and heating.

15.4. Holders of other licenses shall be obligeccamply with the decisions of the
holder of a dispatching license made within thepscof the main network code and the central
heating supply code.

Article 16. License for Distribution of Electricity and Heating

16.1. A license for distribution of electricity angeating entitles legal entities to
distribute electricity and heating within a speafiterritory.

16.2. A holder of a license for distribution of @lécity and heating shall have the
responsibility to connect all consumers of the itery specified in the license to the
electricity and heating distribution network.

16.3. A holder of a license for distribution of @lécity and heating shall have the
following obligations:

16.3.1. To connect lines and equipment of consuwieise respective territory that meet
requirements specified in this law, to electri@tyd heating distribution lines and equipment;

16.3.2. To develop, to have approved and to commplls the connection regulations
specified in Article 9.1.13 of this law;

/This provision was amended under law dated 19 201&/

16.3.3. To install electricity and heating meteestified by competent authorities at
consumers’ connection spots;

/This provision was amended under law dated 19 201&/
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16.3.4. To provide equal possibilities to holdertiaenses for regulated and unregulated
supply of electricity and heating through the aieityy and heating transmission network;

16.3.5. To ensure normal operations of holdersceinkes for generation, transmission
and regulated or unregulated supply of electriaitgl heating and to ensure reliable supply of
electricity and heating to consumers;

16.3.6. To operate, maintain and expand the digtab network;

16.3.7. To connect, upon prior agreement, to theesli consumers that meet
requirements of connection regulations specifiedAmticle 9.1.13 of this law with other
consumers by entering into agreement stated irclarti7.3 of this law;

/This provision was restated under law dated 09dbdwer 2011/

16.3.8.To purchase electricity and heating aga@stance payments under contracts
made with holders of licenses for generation aadsmission.

16.4. Meters specified in Article 16.3.3 of thiswlanay be property of holders of
licenses for distribution of electricity and heagtin
/This provision was amended under law dated 19 201&/

16.5. A holder of a license for distribution of eiécity and heating shall be a holder of
a regulated supply license and may also be a hatflen unregulated supply license.

Article 17. Regulated Supply License

17.1. A regulated supply license shall entitbgal entities to purchase electricity
and heating from holders of licenses for generaticansmission and distribution of electricity
and heating, as well as the right to import eleitfriand to sell electricity and heating to
consumers.

17.2. A holder of a regulated supply license shalle the following obligations:

17.2.1. To supply electricity and heating to custesnwithin the territory specified in
the license;

17.2.2. To make arrangements to obtain and transufiicient quantity of electricity
and heating from holders of licenses for generati@ansmission and distribution of electricity
and heating;

17.2.3. To pay service fees for transmission, ithstion and dispatching of electricity
and heating;

17.2.4. To comply with the Business Rules.

/This provision was restated under law dated 09dbdwer 2011/

17.3. Holder of the license for regulated supplgiérgy may have the sales of electricity
and heating of some consumers in the territoryipdan the license performed by citizen, legal
entity under the agreement entered into with thEne. sale price to the contract vendors and due
commissions shall be regulated under the agreeamehthe energy and heating shall be sold to
the consumers at the price set by the Energy Regyl@ommission.

/This provision was added under law dated 09 Deezib11 and amended under law dated 19
June 2015/

Article 18. Unregulated Supply License

18.1. An unregulated supply license shall entilgal entities to purchase electricity and
heating from holders of licenses for generatiorelettricity and heating and sell to consumers
approved by the Regulatory Commission and to exgledtricity.

/This provision was amended under law dated 09 Dées 2011/

18.2. A holder of an unregulated supply licensdl $tzeve the following duties:

18.2.1. To make arrangements to obtain and transafiicient quantity of electricity
and heating from holders of licenses for generati@ansmission and distribution of electricity
and heating;

18.2.2. To develop and adhere to approved its BgsiRules;

18.2.3. To provide the consumers with methane gdsmagreement.
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/This provision was added under law dated 19 JWiS2

Article 19. License for Importation or Exportation of Electricity

19.1. A license for importation or exportation dédricity shall entitle legal entities
to export of electricity supplied on an unregulabadis and to the import electricity supplied on
a regulated basis.

19.2. A license for importation or exportation ofedricity through the regional
electricity transmission network shall be issue@ toolder of a license for transmission through
the same network.

/This provision was restated under law dated 19J2015/

19.3. The state central administrative body in ghaof energy matters shall set the
quantity of energy to be imported and exported Hyohller of a license for importation and
exportation of electricity.

/This provision was restated under law dated 09dddwer 2011/

19.4. A holder of a license for importation or erption of electricity shall agree
with the dispatching centre the periods and te@irgonditions of electricity importation and
exportation.

Article 20. License for Construction of Energy Fadities

20.1. A license for construction of energy facigimay be issued to legal entities that
expressed their interest in construction of sudilifi@es and met the requirements specified in
Article 21.2 of this law.

/This provision was amended under law dated 19 201&/

20.2. A holder of a license for construction of mgyefacilities shall have the design and
construction works undertaken and reviewed by caempeuthorities.

20.3. A license for construction of energycilites shall be issued upon
assessment of the environmental impact in accoedaitb applicable legislation.

Article 21. Obtaining a License

21.1. An interested legal entity shall make an igppbn for a license to the Regulatory
Commission or Regulatory Board of aimag or the Gapity.
/This provision was amended under law dated 09 Dées 2011/

21.2. A legal entity shall attach the following dogents to its application for a license
according to the activities to be engaged in:

21.2.1. Feasibility study;

21.2.2. Survey of energy resources to be usediengg generation;

21.2.3. Type, quantity and quality indexes ¢iie energy to be generated,
transmitted, distributed or supplied;

21.2.4. Major technical specifications of egqnent to be used wperations;

21.2.5. Scope of services, boundaries of possestienbalance of energy generation,
supply and consumption;

21.2.6. Environmental impact assessment;

21.2.7. Action plan for environmental protection;

21.2.8. Statements of financial capability amdources of the legal entities

21.2.9. Starting date of operations, amount iwifial investment andources of
financing;

21.2.10.Description of skills and experience ohtecal personnel.

21.3. The relevant authorized body to issue licamsger this law may appoint an
independent expert to make conclusion on amjpbios and attached documents thereto,
where necessary.

/This provision was amended under laws dated 0®Déer 2011 and 19 June 2015/
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21.4. A decision whether to issue a license stathlade within 60 days from the date of
receipt of the application for a license.

21.5. The application and attached documemsich fail to meet the
requirements shall be returned to the applicarttimitO days from receipt

21.6. The decision to issue a license or the grdoncefusal to do so shall be published.

21.7. A license shall be issued to a financiallypaide legal entity, which is
experienced or is able to operate in the giverdfiahd met the conditions and requirements
specified in Article 9.1.3 of this law.
/This provision was amended under law dated 19 201&/

21.8. In case several legal entities make apptinatifor the same type of license, the
license shall be issued on the basis of selection.

Article 22. Term and Extension of License

22.1. The term of a license for energy generatimhteansmission shall be 5 to 25 years;
the term of a license for construction of energgilitees shall be up to 5 years; and terms of
other licenses shall be up to 10 years.

22.2. If the licensor deems that the license holues been meeting conditions and
requirements of the license and has conditions poskibilities to further sustain normal
operations in terms of technical and technologregluirements, the licensor shall extend the
license for up to 25 years.

22.3. An application for extension of a licenselisha made no later than 180 days prior
to the expiration of its term.

22.4. A license shall become valid from the datésnissue.

Article 23. Modification, Amendment and Renewal ofLicense

23.1. A licensor may renew a license or make amemndsnto it in case of changes in
conditions of issuing the license or at the reqoéshe license holder.

Article 24. Suspension and Revocation of License

24.1. In case of a failure of a license holder gehthe requirements set forth in this law
and specified in the license the licensor shalbfpyeriod to remedy the breach.

24.2. If a license holder fails to remedy the brheagthin the fixed period, the state
energy inspector shall impose relevant penaltiessurspend the license. The suspension shall
not serve as a ground for the license holder toitete its activities.

24.3. Licensor shall revoke a license in the folluywcases:

24.3.1. Expiration of the term of the license;

24.3.2. Liquidation or bankruptcy of the licensédeo;

24.3.3. It is established that the license hold¢aioed the license illegally;

24.3.4. Suspension of the license pursuant to @4tRis law and failure to remedy the
breach within the fixed period;

24.3.5. Failure of the license holder to fulfill ethenvironmental protection and
rehabilitation action plan or breach of the ledisiaon environmental protection; or

24.3.6. Other grounds set forth in law.

24.4. Licensor shall make a decision to revokecanke within 30 days from delivery
of the notice on revocation to the license holder.

24.5. Revocation of the license shall not servea agound for release of the license
holder from the responsibility of rehabilitationtbie environment and other obligations.

24.6. In case the licensor revokes a license,deraio ensure reliable energy
generation, transmission and distribution aminterrupted energy supply to consumers
these activities may be undertaken by other licéodaers.

Article 25. Obligations of License holders
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25.1. License holders shall have the following gidttiions:

25.1.1. Not to transfer their licenses to others;

25.1.2. To comply with legislation, rules and redidns of technical operation and
safety, terms and requirements of the license aoidns of the licensor;

25.1.3. To keep financial and accounting books mudrds for each licensed activity,
separately from records of activities not specifiethe license;

25.1.4. To annually submit its audited financiattsments to the licensor;

25.1.5. To generate, transmit, distribute and suppkrgy in accordance with the main
network code and the central heating and gas swoolg;

/This provision was amended under law dated 09 Dee 2011 and restated under law dated
19 June 2015/

25.1.6. To notify the licensor and obtain a relévparmission in case of arising of
circumstances specified in provision 9.1.8. of this;

25.1.7. To obey the requirements of competentiaffcof the licensing authority made
within the limits of their authority, to allow theto enter premises and facilities and to ensure
them conditions to perform their duties;

25.1.8. To provide true and timely information reeqd by the licensor necessary to
evaluate technical and economic performance oli¢kase holder;

25.1.9. When developin 3-5 year investment plah&xtension and renovation of
electricity and heating transmission and distrifmutnetworks to obtain opinions of other license
holders and annually update the licensor about plasts;

25.1.10. In the case of necessity to discontinugraifopns for a fixed period of time so
that it affects energy supply, to notify the licensot later than in a 6 months advance;

25.1.11 To have an environmental impact assessooewiicted by a relevant authority
prior to starting its operations, to prepare anreralironmental protection and rehabilitation
plans, to have them approved by relevant autheréie to implement them;

25.1.12. To comply with terms and requirements ppliaable rules, regulations,
procedures, technical norms and standards, lidens®s and requirements in its operations, and
to carry out its activities in accordance with tegclogical procedures maintaining high safety
and technical levels.

CHAPTER FOUR PRICES AND TARIFFS

Article 26. Principles for Setting Tariffs

26.1. Tariffs shall be set separately for genenatitansmission, distribution, and supply
of energy.
/This provision was restated under law dated 19%J2015/

26.2. The following principles shall be observedigtermining tariffs:

26.2.1. Based on real costs of operations;

26.2.2. Allocation of costs and expenses to eatdgoay of consumers in consideration
of their requirements on electricity and heatingy;
/This provision was amended under law dated 09 Dées 2011/

26.2.3. Enabling regulation of energy consumption;

26.2.4. Setting the price coherent with the infiafi
/This provision was restated under law dated 19%J2015/

26.2.5. Ensuring sufficiency of revenues of licers#ders maintain their financial
capability;

26.2.6. Clarity and simplicity of the energy tastfucture to consumers;
/This provision was amended under law dated 19 201&/

26.2.7. The least-cost principle followed while iffar are sufficient to enable
compliance with the requirements of technical agchmhological safety in energy generation,
transmission, distribution, and supply;
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/This provision was amended under law dated 19 201&/

26.2.8. Meeting the proper level of profit calceldtthe yield of expenses required for
conducting license activities and invested fund.

/This provision was restated under law dated 09dddwer 2011/

26.3. Regulatory Commission shall be responsible dssessing the rationale and
accuracy of cost estimations by license holderssinadl return the cost estimates to the license
holder for a revision in case the estimates failmeet requirements. Regulatory Authority shall
not itself complete license holder's estimates bking estimates on its behalf.

/This provision was amended under law dated 19 201&/

26.4. Regulatory Commission shall develop tarifftedmination methodology and
procedures for review and examination thereof.

/This provision was amended under law dated 09 Dées 2011/

Article 27. Tariffs and Contract Prices

27.1. Regulatory Commission and Regulatory Boardsimags and the Capital city
shall annually review tariffs and terms of servipesvided by suppliers, and may review them
from time to time at requests of license holders.

/This provision was restated under law dated 09dbaner 2011 and amended under law dated
19 June 2015/

27.2. Consumers shall pay for regulated supply es published tariffs and for
unregulated supply as per contract prices.

27.3. Regulatory Commission shall determine oores eligible to receive
unregulated supply on the basis of theirctalgty and heating usage. Such consumers
shall have the right to choose between regulatdduaregulated supply
/This provision was amended under law dated 19 20&/

27.4. A holder of a regulated supply license skalimit proposals for change in tariffs
together with an itemized list of costs to the Ratpury Commission.

/This provision was amended under law dated 19 201&/

27.5. Regulatory Commission shall notify consumers publish in mass media
information on changes in energy tariffs no latesnt 15 days prior to the effective date of
such changes.

/This provision was amended under law dated 19 201&/

27.6. Tariffs and contract prices may differ forrtaen groups of consumers
depending on the following indicators of energy@ypn addition to other factors:

27.6.1. Maximum load requested and consumpsipecified in theontract;

27.6.2. Pattern of load,;

27.6.3.Ability of the consumer to manage its load or pb#ity to accept
interruptions in the supply of energy;

27.6.4. Geographical area served by the supplier;

27.6.5. Term of the contract;

27.6.6. Other factors. o . _
27.7. Quantity and price of the fuel to be usedetectricity and heating production may
be regulated under long-term stable agreement.

/This provision was added under law dated 09 Deezrab11/

27.8. Price and tariff of methane gas shall beerd@ihed for each state of liquid,
compressed and gas in consideration of designatitre use and supply structure.

/This provision was added under law dated 19 JW052

CHAPTER FIVE
RELATIONS BETWEEN SUPPLIERS AND CONSUMERS

Article 28. Energy Supply Contracts
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28.1. Relationships between consumers and supmleal be governed by the Civil
Code, this law, Business Rules and contracts matyeglen consumers and suppliers.

/This provision was amended under law dated 04 2002/

28.2. Energy supply contracts with individuals &lsalt out the quantity and quality of
energy to be consumed, terms of payment, boundafiesergy lines and network, and rights,
obligations and liabilities of the parties, andesthecessary matters.

/This provision was amended under laws dated O 2002 and 19 June 2015/

28.3. Energy supply contracts with legal entitiballsspecify, in addition to the matters
specified in Article 28.2 of this law, pattern afexgy consumption, monthly schedule, terms of
direct debit deductions through banks from curraotounts of consumers- legal entities,
collateral and other necessary matters.

28.4. A supplier may enter into an energy suppiytiaet based on a bank guarantee.

28.5. A consumer shall make necessary amendmentBetaontract made with the
supplier within 15 days after the notification sified in Article 27.5 of this law. The failure to
amend the contract shall not serve as a grounefiise to comply with such amendments.

Article 29. Rights and Obligations of Suppliers

29.1. An energy supplier shall have the followinghts and obligations in addition to
those specified in Article 25 of this law:

/This provision was amended under law dated 04 2002/

29.1.1. To provide consumers with enerthat meets standard requirements;

29.1.2. To notify consumers about scheduled inptisns of energy supply not later
than 24 hours prior to the interruption;

/This provision was amended under law dated 19 201&/

29.1.3. To ensure provision of services & thvel set out in the contact;

29.1.4. To commence energy supply starting fromdidite specified in the contract;

29.1.5. To resume energy supply immediately aftemieation of reasons for
interruption;

29.1.6. An authorized representative of thep8ap shall have the power to inspect
consumers' energy supply equipment and to entemiges for such purpose;

29.1.7. To terminate a supply contract in the ew¢tihe consumer’s failure to timely pay
energy charges as set out in the contract anderédusupply energy to consumers that dwell
within the network safety zone in breach of Arti8&1 ofthis law.

29.1.8. To suspend energy supply to consumerseasfigal in 32.2 of this law.

29.1.9. A supplier shall have right to add and emtrother consumers to the consumer
owned line, substation based on the perspectitieecurrent territory.

/This provision was added under law dated 19 JWS2

29.2. A supplier shall be prohibited from tresing consumer rights by
imposing conditions and requirements not specifiedthe contract unless required under
legislation, by the local administrators, professionspection and legal authorities.

/This provision was restated under law dated 19J2015/

Article 30. Rights and Obligations of Consumers

30.1. Consumers shall have the following rights abliyations:
/This provision was amended under law dated 04 2002/
30.1.1. To be supplied with energy which meetgdggirements of the standards;
/This provision was amended under law dated 19 201&/
30.1.2. To fully pay the energy charges within plegiod set out in theontract;
30.1.3. To observe all technical operation andtgatdes;
30.1.4. To provide possibilities to supplier's reggntatives to conduct their operations
30.1.5. To refuse to pay the energy charges fullgastially and claim compensation of
damage incurred in the event that the supplier tsugplies or supplies energy of different
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quantity and quality than that specified in the tcact due to inadequate performance of its
contractual obligations;

30.1.6. To receive compensation of damage incuduedto suspension of energy supply
on the grounds other than those specified in A$id2.2 and 32.3 of this law;

30.1.7. To be responsible for the safety awlindness of energy meters and
measuring devices;

30.1.8. To be fully responsible for the safety andndness of power lines, network and
equipment in own possession, their maintenancecaridication;

/This provision was amended under law dated 04 2002/

30.1.9. To notify the supplier in a 7 days’ advandedeciding not to receive energy
provided in the contract, in cases other than mhtdisasters, unforeseen or force majeure
conditions;

30.1.10. To have connected other consumers fromlitles and equipment in own
possession with the consent of a holder of a ledosdistribution and regulated or unregulated
supply;

30.1.11. To transmit and distribute energy to athibrough lines and equipment in own
possession, to receive service charges from retategliers in accordance with contracts;

30.1.12. To be responsible for the necessary emdidines, network and equipment
if damages in the event of causing damage by owarec In case of failure of a consumer to
remedy the destruction or breakdown, a suppliell staave the right to perform the necessary
repairs and demand from the consumer to pay focdbes incurred,

/This provision was added under law dated 04 JOQ22

30.1.13. in case of constructing public residerdj@zartment, to transfer the substation,
lines, equipments which are already built to terise holder.
/This provision was added under law dated 19 JW52

30.2. Consumers that risk to incur loss of humém Ihational interests and serious
damage to the consumer operations in case of uptigon of energy supply, shall have their own
backup sources of energy. A list of such consunsiall be defined by the Regulatory
Commission and Regulatory Boards of aimags andCéhgital city depending on consumer
classes.

/This provision was amended under law dated 19 201&/

Article 31. Payment of Energy Charges and Impositio of Penalties

31.1. Accounts of payments for energy consionpto be made between suppliers
and consumers shall be settled based on readingetefs certified by a relevant authority and
determined according to the effective tariffs andtcact prices.

31.2. Unless otherwise provided in the contraccoasumer shall have the right to
claim from the supplier a fine of up to 5.0% of thaue of the unsupplied or undersupplied
energy.

31.3. In the event of failure of a consumer to tymer adequately pay energy charges a
supplier shall have the right to impose a penaityaéto up to 0.5% per each day of such delay.

31.4. The amount of compensation for damage arel gpecified in Articles 31.2 and
31.3 of this law may not exceed 50% of thatal charges for the unsupplied
undersupplied energy or the charges due.

Article 32. Suspension of Energy Supply and Consuntipn

32.1. A state energy inspector shall suspend tieeatipns of a license holder in whole
or those of its specified equipment until the blrescremedied in the following cases:

32.1.1. occurrence of circumstances that phssibay result in threat to human
health and lives;
/This provision was amended under law dated 19 201&/

32.1.2. energy equipment, lines and networks do mett operational and safety
requirements;
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32.1.3. the energy generated does not meetdatds and quality requirements;

32.1.4. failure to obey the demands made by a stategyinspector.

/This provision was amended under law dated 19 201&/

32.2. A competent official of an energy suppliealslsuspend energy supply to a
consumer in the following circumstances until theaeh of energy usage is remedied:

32.2.1. failure to timely pay the electricity chasg

32.2.2. arbitrary modifying of the metering equiprner its components, their seals,
location or connection or disruption of their notruactioning;

32.2.3. using of electricity in a manner not sgedifin the contract, in case the consumer
has no meters;

32.2.4. supply of electricity to another consumfearo area beyond its own consumption
without the consent of the supplier;

32.2.5. emergence of natural disasters, unforesedorce majeure events, shortage of
fuel, accidents or delays in the energy supplyesgstemergence of conditions dangerous to
human lives and to property, and danger of fire;

32.2.6. refusal of a consumer to allow entry ofnopremises to an authorized
employee of the supplier to conduct inspection.

32.3. A state energy inspector shall suspend ermggumption of consumers until the
breach of energy consumption is remedied in theahg cases, in addition to those specified
in Article 32.2 of this law:

32.3.1.equipment, power lines or network of thestwner no longer meet
operational and safety requirements;

32.3.2. Breach of the technical requirements ofggneonsumption;

32.3.3. Exceeding of the electricity capacity sfediin the contract.

32.4. A state energy inspector shall in advancéyntite licensor about suspending the
activities of the license holder and the supplieowt suspending consumption of energy by a
consumer.

32.5. A state energy inspector or a competent eyaplaf an energy supplier shall
notify the license holder of suspension & dctivities and the consumer on suspension of
energy consumption no later than in a 48 hours raztvaand clearly state the ground for
suspension in his/her resolution and seal equipnmeeters and other necessary instruments. A
state energy inspector may suspend activitieseofitknse holder and consumption of energy by
consumer without advance notice in case of posthiéat to human lives, national interests and
serious damages to activities of other customers.

32.6. The license holder and consumer whose adesvidr consumption of energy are
suspended shall be prohibited from using the sead@oment and instruments before notifying
the relevant state energy inspector or the autbdrenployee of the supplier.

32.7. Suspension of activities and consumptiomefgy pursuant to Articles 32.1, 32.2
and 32.3 of this law shall not affect the rights ather license holders and consumers that
comply with legislation, their licenses and contsac

Article 33. Boundaries of Network Safety Zones

33.1. Lines and networks shall have establishedhdaues of their safety zones. It
shall be prohibited to build any ghers, housind anildings or conduct any activities other than
those permitted by the network owners or possesstg: such boundaries.

33.2. Governors of aimags, the capital city, sowand districts shall verify sizes of
boundary lines in accordance with safety ruledifms and networks.

/This provision was amended under law dated 19 201&/

33.3. Owners or possessors of trees or shrubseplamtgrowing within the safety zones
shall be obliged to move or cut them, if the formmy possibly cause damage to the network or
obstruct its inspection or servicing.

33.4. A state energy inspector or an authorizedl@yep of supplier shall have the right

to enter or to pass through land and premises ovamedsed by others which are located
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alongside the safety boundary. In case of faildranoowner to meet its obligations set forth in
Article 33.3 of this law a state energy inspectoaon authorized employee of supplier shall take
steps to cut or move trees or shrubs, or whergosgible to do so, to have the trees or shrubs
cut.

CHAPTER SIX
CONTROL AND LIABILITY

Article 34. Monitoring Implementation of Legislation on Energ

34.1. The authorized officials and state inspecstial exercise technical control of
implementation of legislation on energy in the daling areas:
/This provision was amended under law dated 19 201&/

34.1.1. To oversee whether license holders anduocosis comply with the assembly,
repair, operation and safety requiremenfs energy facilities and equipment;

34.1.2. To oversee compliance with requirements dppropriate and economical
consumption of energy and requirements for netvpookection;

34.1.3. To investigate and draw conclusions ondaeits occurred in energy facilities
and equipment and prevent future accidents;

34.1.4. To keep a registry of boilers, pressuretainars, pipelines, electric and
mechanical equipment; to test them within the mkriset in the relevant norms and rules, to
certify them and to issue permissions for their, use

34.1.5. To issue permissions for assembly and regasteam pipelines with pressure

more than 0.07 mPa and water pipelines with tentpezahigher than 115 Q:and to issue
quality certifications for assembling and repairks

34.2. Organizations for protection of consunmghts shall exercise public control
on energy supply and grounds for the current prcestariffs.

Article 35. Resolution of Disputes

35.1. Regulatory Commission and Regulatory Boarfsimags and the capital city
shall resolve disputes between license holderdatwleen license holders and consumers on the
matters falling within their jurisdiction.

/This provision was amended under law dated 19 201&/

35.2. In case of disagreement with decisions ofcttrapetent authority or its employee

license holders and consumers may appeal to court.

Article 36. Compensation for Damage

36.1. A guilty person shall compensate for the rimgion of energy causeddue to
wrongful action of any consumer. Supplier and comsushall jointly determine the amount of
the damage and it shall be verified by document.

/This provision was restated under law dated 19%J2015/

36.2. A supplier shall compensate damagesedais a consumer in the course of
conducting activities specified in Article 29.1.6tbis law.

36.3. A supplier shall not be responsible for dagsagncurred by a consumer at
consumer’s own fault during planned interruption @fergy supply specified in Article
29.1.2 of this law, where the consumer was notiiiedldvance.

Article 37. Liability for Breaches of Legislation an Energy

37.1. A judge or state energy inspector shall irepthee following sanctions for the
breaches of the legislation on energy, unless #msom responsible is subject to criminal
liability:
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37.1.1. Confiscation of income gained from the sal@l a fine equal to 5-10 times
the monthly minimum wage rate on an official andefiequal to 15-20 times the monthly
minimum wage rate on a business entity or orgaiozgbr conducting of activities without a
license; or transferring a license to others, cotidg activities under others’ license and selling
energy for the prices and tariffs different fronogk approved by the relevant authority;

/This provision was restated under law dated 1:9eJR015/

37.1.2. a fine equal to a monthly minimum wage rah an individual, a fine equal to
1-5 times the monthly minimum wage rate on an @fiand a fine equal to 5-10 times the
monthly minimum wage rate on a business entity awization for the failure to fulfill
requirements and assignments given by the statngaspry inspector of energy, obstruction of
inspection, incompliance with regulations on kegpof records and reporting or intentional
provision of false information;

/This provision was restated under law dated 18eJR015/

37.1.3. a fine equal to 1-3 times the monthly mimn wage rate on an individual, a
fine equal to 3-5 times the monthly minimum wage ren an official and a fine equal to 5-10
times the monthly minimum wage rate on a businasisyeor organization for failure to perform
contractual obligations and those set forth in @et30.1 of this law;

/This provision was restated under law dated 1:9eJR015/

37.1.4. a fine equal to 5-10 times the monthlpimum wage rate on an official
and a fine equal to 15-20 times the monthly mimmmwage rate on a business entity or
organization for restricting consumer rights bytisgtrequirements not provided in legislation,
contract or license and for suspension of energplguand consumption on the grounds other
than those specified in Articles 32.1,32.2 and 32 Bis law;

/This provision was restated under law dated 1:9eJR015/

37.1.5. Compensation of damage and repayment ofctis¢ of illegally consumed
energy and a fine equal to 3-5 times the monthlyitim wage rate on an individual who
is responsible for, a fine equal to 5-10 times tmenthly minimum wage rate on an
official and fine equal to 15-20 time the monthlynimum wage rate on a business entity or
organization for arbitrary modifying of the metegiequipment or its components, their seals,
location or connection or disruption of their notrfumnctioning, intentional consuming energy
without permission; or breaking of the rules foptection of networks and consumption of
electricity or heating, granting land on the pratat strip;

/This provision was restated under law dated 18eJR015/

37.1.6. Compensation for the damage caused antheaefual to 2-5 times the
monthly minimum wage rate on an individual, adiequal to 5-10 times the monthly
minimum wage rate on an official and a fine agqw 15-20 times the monthly minimum
wage rate on a business entity or organizatiorbfeach of terms and requirements of license,
failure to meet obligations set forth in Article$.2.3, 25.1.4, 25.1.6, 25.1.7, 25.1.9 and
25.1.10 of this law, incompliance with the mainwatk code and the central heating supply
code, technical and technological safety normstamdards or norms of assembling energy
facilities and equipment; violation of resoluti@f the Regulatory Commission, causing
industrial accident, damage to property or techriosakdown.

/This provision was restated under law dated 18eJR015/

37.2. In case of violation of Article 33.1 of tHaw, constructions on the ptotection strip
shall be brought down and the strip shall be reléas
/This provision was added under law dated 19 JWiS2

37.3. In the event it is proven that a damage riecuby the energy distribution and
supply organizations due to consumer failure tonesh in accordance with technical
specifications granted by the authorized body, nalily increased the capacity, and failure to
performing the claim regarding the recovery of ttemage, the energy consumption of such

consumer shall be suspended.
/This provision was added under law dated 19 JW052

Article 38. Entry into force
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Energy Law — updated as of 19 June 2015
38.1 This Law shall become effective on 15 Ap€@iD2.

CHAIRMAN OF THE
STATE IKH KHURAL L. ENEBISH
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