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DECISIONS TO ESTABLISH ENERGY REGULATORY COMMISSION

2001.02.01 = In addition to transforming the centralized system of the energy sector into independent companies,
the establishment of an independent and independent regulatory body that meets international
standards and aims to implement government regulation has resulted in realistic energy tariffs,

reliable production, increased investment, and It played very important role in protecting the
interests of consumers.

2001.04.16 +—= In accordance with Article 5.1.2 of the Energy Law, the Energy Regulatory Authority was

established by Resolution No. 83 of the Government of Mongolia dated April 16, 2001, and its
charter was approved.
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2001.06.29 <~ Order No. 188 of the Minister of Infrastructure dated June 29", 2001 established the management

and organizational structure, staffing and approved the salary fund of the Energy Regulatory
Authority and started its operation.
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LEGAL ENVIRONMENT OF REGULATION

The Energy Law Renewable Energy Law
(amendments) (amendments)
» Support tariffs * The project was transferred to a
* Conclude a sale and power purchase competitive bidding system selected
agreement with an independent generators by the Ministry of Energy.
and approve the agreement’s starting price * Tariff limits for solar and wind energy
of the producers. have been set.
Renewable + Regulate gas supply. « Households and businesses have the
Energy Law opportunity to sell their surplus
The Energy Saving Law electricity to the distribution network.
Is newly
promulgated. Is newly promulgated.

2001 2011 2015
o o

2007 2015 2019

The Energy Law
(amendments) Renewable Energy Law

The Energy Law

+ Two commissioners are appointed to the Regulatory (amendments_) _ _
Is newly Board at the suggestion of  consumer * "Support tariff’ means a tariff included in
promulgated. representatives, the Chamber of Commerce and energy prices for .the purpose of promoting
Industry and the Consumer Protection Association. renewable energy;
* The Energy Regulatory Commission has moved to a - "Determining the amount of consumer
system in which regulatory service fees and budgets purchase support tariffs",

are self-approved.

* Aimag and capital city regulatory councils have one
full-time member.

* Fuel prices are started to be monitored.

* “The difference in the price of electricity

generated by the generator specified in

Article 11.1 of this Law shall be

compensated by the support tariff”. 4



LEGAL ENVIRONMENT OF REGULATION / continued /

2001-2021

71 RESOLUTION OF THE PARLIAMENT OF MONGOLIA “ON
MEASURES TO BE TAKEN IN THE FUEL AND ENERGY
SECTOR” No. 72 of 2010;

RESOLUTION #2 ON STRENGTHENING THE
IMPLEMENTATION OF THE DECREE OF THE STANDING
COMMITTEE OF THE PARLIAMENT OF MONGOLIA “ON
SOME MEASURES TO BE TAKEN IN THE FIELD AND
ENERGY SECTOR” 2015:

RESOLUTION No. 63 OF THE STATE PARLIAMENT OF
MONGOLIA “GOVERNMENT POLICY ON ENERGY / 2015-
2030 /*;

These resolutions have reduced the long-term debt burden of the
sector, reduced inter-company debt and costs, financed major
reforms from the state budget, set energy tariffs at real cost,
introduced capacity tariffs and green tariffs, and established a
connection payment system, these methods brought positive results
for the energy sector.

)55
MOHTIOJ1 VIICBIH UX XYPJIbIH
TOITOOJI
,.28&. OHb! E,z_capbm _O_ganep RAyraap 12_,_ Tepuix opacH, Ynaaubaarap xoT

["Tynw, 3puum xyuHui canbapbi Tanaap |
aBax 3apuM apra XamKIaHUW Tyxam

Yneoit Ux XypneiH aapreih 2009 oHbl 204 ayrasp 3axvupamxaap Baiiryynaracax
Tynw, apuum XyuHuii canbapeii cakxyy, 3AviH 3aCTUitH YafaBxuiir caibxpyynax, spx
3yWH opyHbIr GonoscpoHryit Gonrox yurnanaap xonborgox GognorsiH Gapumt Guuruiir
BGonoscpyynax yypar Gyxuii anbiH X3craac rapracad caxan, AyrHant, MoHron YnceiH
Wx XypnelH Tyxail xyynuiin 43 pgyraap ayinuitd 43,1 AaX Xacruiir yHaacnaH Mowron
Yncbit Ux Xypnaac TOMTOOX He:

1.Tynw, 3puum  XyuHuit canBapbiH  CaHXyy, 24viAH 3acruiiH  Yaaasxuilr
caixpyynax, HaiapapTain axwnnaraar XaHrax YMrnanasp Aapaaxb apra Xamxaa asy
xapankyynaxwiir Moxron YnceiH 3acruii rasap /C.Bat6ong/-T faanracyrait:

1/BaraHyyp, LBas-OBOOTUIH HYYPCHWUIA YypXait GOMOH 3puMM XyuHuit
canbapbiH TEPUIAH BMYNIAH KOMNaHWUYAbIH YPT Xyrauaat 399MMiAr aHxX 393M1C3H YeuitH
XaHWwaap TOOLOH TerperT LKMKYYNIX, XaHLWUIiH 38pYYH33C YyCax anaaransir 3acruiH
razap GypaH xapuyiax TyxailH canfapt opyyncaH xepeHre opyynanT BOnAroH Toouyox,
uaaluma MeHXyY YpT XyrauaaT 3337nitH YHAC3H 6onoH XyyruitH TenBepuiir 6apargyynax
acyyansir cyanax;

2/teBuiiH GycuiiH OpPYUM XYYHWIA KOMNAaHUydaz YNcbiH TOCBESC OSIroX
Gaiiraa TataachblH Xamiaaraap TyxaiH canBapbii KoMnaHuya GONOH HYYPCHUI yypxai
XOOPOH/LIH Xyy4uH ep, aBnarsir 6ypaH xaax;

3/x3parnarinz Mpax avaanibir XeHrenex 3opuaroop 3 XWUNuiH Xyrauaaxg
BaraHyyp, Luneaa-OBooruitH HyypcHWiA yypxait GOMoH TEpUiiH BMYMAH 3PUUM XY4HMI
KOMNaHWyAaa yncelH Teceeec onrox BGaiiraa Tataacsir Byypyynaxryii Ganx, TapudbiH
Opnoroop caHxyyxyynax Gonomxryit eHaep eprer Gyxuid TOMOOXOH LUMHIYNANUIAH
2XNYYABIT YNCHIH TECBEOC CAHXYYKYYNIX;

4/3p4nm xyuHuit canbapbir 3ax 333MMAH XapUNUAaHA LUMMKYYNax yin
ABUBIC  3DUUMXKYYNISH = MEHEXMEHTUIAr  Caikpyynx, YANAB3SPNan, Aamxyynant,
TYr33NTUIAH VP alUrviir gaalunyynax, epTer 3apAnbir XAMAPYYNax, Hyypc 6onoscpyymk
awwrnax Tanaap 604n0ro 6ono8CPyyNX XapaNKyyNax;

S/aiiMryynpiH Tes, TyyHui A0TOp TapryyH 2amkuHa XoBa, Yec, lopHoross,

CanaHra aimar Gom_au XeTen Tocrous aynaaHsl CTaHu, Ay wyram cy i

yiAn aXwunnaraar. caikpyynaxas Tepeec 4OMKNAr yayynax, acxyn KoHuecchiH Tyxait
1

Xyynbf 3aacHbl Aaryy XyBUiH XepeHre opyynanTsir TaTaH oponuyynax xysunbapyyasir
CYANaH anb OHOBYTOWM Hb COHIOX 3amaap TEXHUK, TEXHOMOTWAH LUMHAYN3N XWiiX,
6ONOBCOH XYUMH, LIanUH Xenc, YH3 TapudbiH HArACeH GOANOroOp XaHrax acyyansir
WHUALBIPNAX;

6/3puMM  XYuHWIt  YIANOBIPNONWAT  HAMATAYYNaX, epTer, 3apanbir
xAmapyynax, Gaiiranb OpuMHA Y3yynax ceper Heneennuiir 6aracrax 3o0punroop apuuM
XY4HWIA WIH3 3X yyceapwiir BaraHyyp Gonon Bycag HYYPCHWIA yypxaiir TywMrnaH 6apex
Ganryynax, Ynaanbaatap xoThiH @ceH Hamaraax Oaiiraa uaxunraad, AynaaHbl
X3paruaar 3, 4 Ayrasp uaxunraaH CTaHUbH XYYUH “aAnbIr HIM3IrQyynax, epreTreH
LMHAYNAX 3amMaap LUKIABIPNAX;

7lynceiH_Teceeec TaTaac onrox Gaiiraa xyrauaaHa axydiH Laxunraadbl
YH3, Tapudbir Watnantain GonroH epx GypuitH capbiH_X3parnasHui 150 KBTu-wir
k) H_MOPAGK banraa yHa Tapndbir UHASKCKYYNIH TOOLIOX, TYYH3IC A93LLXV
Xaparnaa GONoH yinaeap, ax axyiH Hank ,GairyynnariH 3pHUM XyHHWIA YH3, Tapucbir
6oguT epTreep TOOUOX, YANAB3p, ax axyith Hank, Gairyynnarag YapnsiH Tapud
HIBTPYYNaX;

8/apuyum xyunuin canbapbiH komnanuyasir 2014 oHoOC 9XNMaH Jpuum
XYMHUA Tyxain xyynuith 26 gyraap syinuitd 26.2.1, 26.2.5-0 3aacHbl Aaryy 3ax 333nuitH
3apuvmA  WWKYYNsH axunnyynax Goanoro, soxuoH GaiiryynanTteiH apra Xamxaar
xonBorgox Gaiiryynnaryyaraii xamTpaH aBy Xapankyynax;

9/YnaanGaatap XOTbIH r3p XOPOONNbLIH UAXUNraaH TYrasx Cymkaar BypaH
WWNHAYMIDK, BBAWIAH ynupana WeHWiH uaraap axyiH UaxunraaHbl X3parnasHui YH3,
Tapudgsir “0" Terpert wmmKyynax Tanaap 6oanoro Gonoecpyynax.

2.3H3 TOITOONbIH X3PANKMNTUAH ABLLIH Tanaap xwun GypuiH 4 Ayrasp ynupang
6artaan YncbiH Wx Xypana Tauunuyymk Baiixetr Monron YncbiH 3acruitH rasap
/C.BatBong/-1, GuenanTtag xaHanNT TaBbX axunnaxelr YnceiH Wx XypabH SauiH
3acruiin 6aiiHreiH xopoo /L. Baspcaixak/-Ha Tyc Tyc yypar Gonrocyran.

MOHION YNCbIH

UX XYPIbIH JAPTA A.A3MB3P3N
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2 | Highlights of Energy Regulation




“Single Buyer” Model
Approved by Order No. 240 of the Minister of Infrastructure “On
Approval of the Model”.

Energy Regulators Regional Association (ERRA)

2002

2003

The Energy Regulatory Authority of Mongolia has been approved
as a full member.

United States Agency for International Development (USAID)
A second level Memorandum of Understanding (MoU) was
signed between the Energy Regulatory Authority.

2004

For the first time, public consultations on electricity and
heating tariffs were organized

in Ulaanbaatar, Nalaikh district and Dornod aimag.

East Asia and Pacific Regulatory Authority (EAPIRF)

2005
became a full member.

The “SPOT” electricity market
has been launched within the Central Region.

2006

Implementation of the Unified List of Accounts
to be followed in the energy sector initiated

incentives and regulations, the “Performance Agreement”
has been established with licensed companies.

A competitive (auction) market

based on growth in consumption has started to operate among
electricity generators in the central region.

2007

Asian Development Bank, the third meeting of Central Asian
energy regulators

was held in Ulaanbaatar.

The Durgun Hydropower Plant

was commissioned, and the Regulatory Board issued a license to
generate electricity at the plant and set tariffs.

2008

Highlighted
works of
ENERGY

REGULATION

2009

2010

2011

2012

2013

2014

2015

“Renewable Energy Regulatory Development Plan”

v was developed in cooperation with the European Bank for
Reconstruction and Development (EBRD) in order to create
regulations that support private investment in Mongolia's renewable

The Taishir Hydropower Plant

was commissioned, and the Regulatory Board issued a license to
generate electricity for the plant and set its tariffs.

Long-term loans in the energy sector are converted into MNT
at the exchange rate at the time of initial borrowing

reflected in the balance sheet.

The Energy Regulatory Commission of Mongolia

Reorganized by Resolution No. 49 of the Government of
Mongolia.

“Regulation on non-tariff regulated paid services”

Approved for the first time by Resolution No. 150 of the Energy
Regulatory Commission in 2013, the Energy Regulatory
Commission monitors the amount of payment for certain types of
services provided in the monopoly market.

The Energy Regulatory Commission’s building extension
has been commissioned.

E-License Electronic System

In addition to the approval of licensing requirements and
procedures, an electronic system for receiving license
applications has been introduced.

Procedure for indexation of energy prices and tariffs

Newly approved.

“Power Purchase Agreement Model”,

“Methodology for determining the starting price of an
independent power generator’s contract”

As part of the goal to improve the investment environment in the
energy sector




Energy saving unit

The Committee was newly established by Resolution No. 132 of
the Government of Mongolia dated February 29, 2016.

Designated Consumers

Resolution No. 232 of the Energy Regulatory Commission dated
December 26, 2016 identified and registered 127 business
entities and organizations.

The first Energy Auditor in Mongolia
Trained and certified.

Regional Meeting of Energy License Holders

Meetings and workshops were organized in Dornod, Khovd,
Erdenet and Ulaanbaatar.

National Energy Saving Program

The program was approved by the Resolution No. 274 of the
Government of Mongolia dated September 20, 2017.

“Incentive and regulation procedure”
“Competitive Electricity Market Rules”

Approved and enforced.

To bring heat distribution and supply activities in Ulaanbaatar in
line with the law

In Ulaanbaatar, activities of more than 530 individuals and legal
entities known as contracted distributors of thermal energy, have
been terminated, and the interests of consumers have been
protected by approving 66 licenses and tariffs.

2016

2017

2018

Highlighted
works of
ENERGY

REGULATION

2019

2020

2013-2020

Meeting of local Heat Generating License Holders

Organized by the Energy Regulatory Commission.

Green Finance Forum
Organized in cooperation with Xac Bank.

Energy Regulatory Commission Strategic Document (2018-2021)

Developed and implemented.

Total debt of “Baganuur” JSC and “Shivee-Ovoo” JSC totaling
110.8 billion MNT

“Government Resolution No. 132 of 2018 decided to consider this
debt as an investment in the coal mine.

“Designated Consumer’s Meeting”

Organized.

Energy saving office building of the Energy Regulatory
Commission

Commissioned.

IpUrM XYUHUIA 30XULLYY1IaX XOPOOHbI 3PUNUM XYUHUIA XIMHINTTIM
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Renovation and expansion of turbine 1-4 of Thermal Power
Plant #4

The Energy Regulatory Commission supported the issuance of
loan guarantees and the inclusion of loan interest payments in
tariffs

9 sources of solar and wind energy

In connection with the commissioning of the generators,
measures have been taken to issue licenses for electricity
generation and to approve tariffs to support renewable energy.



Regulation of Energy Licenses




NUMBER OF LICENSES AND LICENSE HOLDERS

i 2001 2006 2011 2016 2020 2021

I

I He License Types Number MNumberof Number Numberof MNumber MNumberof Number Numberof Number MNumberof Number Number of

: of License of License of License of License of License of License

I Licenses Holders Licenses Holders Licenses Holders Licenses Holders Licenses Holders Licenses  Holders

I

i Conventional Source 7 7 T T 7 7 a a 1" 9 11 g

I Power

| Generation Renewable Source 6 ] ] 13 13 13 13

I

I Amount i i i i 13 13 13 13 24 22 23 21

I 2 Heat Generation g 1 10 3 10 3 22 14 27 20 27 20

I 3 Power Transmission 2 2 2 2 2 2 3 2 3 2 3 2

I 4 Power Distribution, Supply 25 g M 13 39 16 54 20 62 25 64 26

i 5 Heat Distribution, Supply 16 3 B4 25 77 29 B4 14 19 73 1M 73

| 6 Dispatcher Coordination 1 1 1 1 1 1 1 1 1 1 1 1

| 7 Power Import, Export 3 0 11 6 16 8 13 3 9 1 9 1

i Conventional Source 3 2 7 3 22 18 18 15 16 13

I Construction of Renewable Source 1 1 B B 23 23 3 30 25 23

l 8 Power Related MNetwork, substations 1 2 0 4 4 1

i Faciliies  Thermal Plant 1 : 5 3 3 2 2

: Amount 4 3 15 11 55 46 56 48 47 39

I

I Amount 62 23 134 60 173 83 226 113 373 192 365 183

1
2001 2021 Growth

................................................................................................... .. ...................................................................................................... ..........................
State and Locally Owned 23 State and Locally Owned 44 21
Legal Entities = Legal Entities =
Private Legal Entity Private Legal Entity 139 139
Total 23 Private Legal Entity 183 160 10



INTERNAL USAGE AND ELECTRICITY TRANSMISSION AND DISTRIBUTION LOSSES

Target Level Study for Electricity Consumption of Internal Usage Distribution losses was calculated in sum amount, starting from 2019, the
distribution loss was separated from sales, it is determined by technical and

Total Savings 3?3-1 million kV.h commercial level and loss is separately calculated.

21.60 . S Eh bbb bbb bbb bbb bbb bbb bbby .
20.05 Erdenet Bulgan Electricity
18.15 Distribution Network Total 3.28
16.76 wn mpan ercent
1603 1540 140 . State Owned Company » P
: 13.84 13.76 Total
Consumers 16.41
I l I l 3.28 percent
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 percent
L K A AR AR AR a o
The Energy Regulatory Commission (ERC) has set a target for the annual share of Dornod Region Energy
electricity consumption of internal usage and monitored its implementation, reducing the System State Owned Total 4.65
share of electricity consumption by 7.84 units and saving 353.1 million kWh of electricity Company » percent
and increasing the sales.
o e - Total Consumers ~ 9-00
Power Transmission and Distribution Loss Study in the CRIPG 465 percent
Savings 428.2 million kVh
1 percent
( 23 ‘ Power Transmission and Distribution Loss Study, percent
37.98
20.3
18.4
168 1S 163 g4 15 . 27.48
: 13.9 136 *® 26.74 7558 26.34 9535 2673 2594 ,, - 2427 ya37
I I I I . | 25.00 ore0 24.68
: 24.17 :
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 — 2219 2351 2352 2340 2253 5, 47 10.90
- m————— ~ _ .
. _ 17.70 17.30 16.60 16.19 1582 " ——————
The Energy Regulatory Commission (ERC) has set and monitored the rate of loss of ' ©2 15.29 15.07 15.02 14.73 13.97 13.75 13.60
electricity transmission and distribution every year, from 23.0 percent in 2002 to 13.6 1010 g7 936 884 gog
percent in 2020.During this period, a total of 428.2 million kWh of electricity was saved, ' ' 6.90 7.40 497 410 420 ags 440
which is an average of 32.2 billion MNT. ; ' ; '

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
—eo- CRIPG ¢ WRIPG ERIPG AUIPG 11



RELIABILITY OF ELECTRICITY SUPPLY

System Average Interruption Duration Index per Costumer,
ISAIDI /in hour/

247
119 111
93
75 81 73 67
I I I . I l . 2

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

System Average interruption Frequency
per Customer , ISAIFI /amount/

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Average Interruption Duration Index of Consumers,
ICAIDI /Minutes/

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Internationally, ISAIDI, ISAIFI, and ICAIDI are
calculated, and the duration of interruptions per user
has decreased six times in 10 years, the frequency of
interruptions per user across the industry has
decreased 1.8 times, and the average interruption
index has decreased 3.6 times.

12



INSTALLED CAPACITY OF GENERATION

99%

CHPP

816.3MW 1%

RE 0% Diesel
—\ 6.4MW
1% |
Diesel 3%
6.4 MW RE
26.2 MW

96%
CHPP
844.3 MW

.

Hydro 26.2 MW

RE
271.2 MW
18%

Growth:
234.4 «—
MW CHPP

1,032.8 MW
93%c

- Wind
155 MW 10%
Solar
90.2 MW 6%

L Hydro

26.2 MW 2%
Wind
50 MW 5%
HPP
Hydro ¢

1249.8 MW
26.2 MW 2% 829%

Growth:
54 .4
MW

Growth:
411.8
MW

13



Price

/‘_/Equilibrium

Q* Quantity:

4

Regulation of Energy Prices and Tariffs
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CONSUMER ENERGY TARIFF REGULATION

Central and Eastern Regions

Central, Eastern, Southern and AU Regions

Electricity: 9.5-12.5%

Heat: 12.2%

Electricity: 16.1-21.3%

Heat: 15.2-17.2%

Western Region

Electricity: 38.0-68.4%

Central, Eastern, Southern

and AU Regions

Central, Eastern, Southern
and AU regions

Percentage Change in

Tariffs

Central and Southern Regions

Electricity: 5.5%

Central, Eastern, Southern

and AU regions

21.2% 19.3% 27.8% Electricity: 19.3-30.4% Electricity: 11.0-18.1% Electricity: 16.0%
PY t PY t Heat: 30.0% t Heat: 15.0-25#/0 Heat: 10.0%t
2002-2003 2005 2008 2011 2013 2014 2015 2016 L 2017 2019
Change . . . . . . . ;
: Household Mining tariffs Heating Tariff - Entity capacity tariff - Release RE support RE support tariffs
tariffs based o _ _ . _ , _ carift er dt
on time electricity service tariffs indexation - Household consumer night tariffs  tarifs creased to
: i capacity tariff for ger increased to 23.79 MNT / kWh.
difference for capacity o . g )
: - Tariff indexation distri 11.88 MNT/ Customer tariffs
household (base) tariff RE subnort tafiff 4.00 istrict KWh
customers - upp e households. : Indexed by 12.09
from 3 to 2 MNT / kWi - RE subport MNT / KWh.
- Ger district tariff Supp
discount tariff 3.95
MNT / kWh

Changes in Tariff
Classification

Consumer tariffs were adjusted a total of 9 times.

15



2001-2021

ELECTRICITY TARIFF CHANGES FOR CONSUMERS TO BE SOLD

Entities Electricty Tariffs, MNT/kVh

[}
— ™~
(o]
8 8 8 & R 2
o n o d
= g 812l s [allallSla lallall | 8
8 8 & o - ; S o alls -
g 98 S ER | P |8
2001 oH 2010 oH 2020 oH 2020 oH
/bycap AAHB/ IYyn yypxawn/
COX pamxumx COX pamxunx
TapudTan TapudpTan
o i @ Consumption [ Consumption Consumption  at
Regular meter during day in evening night

Households Electricty Tariffs,

2001

MNT/kVh

134.28
154.08
154.08

2010 2020
/including RE
support Tariff/

B Monthly Consumption up to 150 kVh
EIMonthly Consumption between 151- 250 kVh
IMonthly Consumption over 251 kVh

Entities and Households Heating Tariffs in

Ulaanbaatar

11,000.00

Entities Heating Tariffs in
Ulaanbaatar, MNT/GCal

30,468.07

20,886.00

o

s|le

o J ©

S 38 v 8

o o

it 2 §
1l g

2001 2010 2020

OEntities Volume Tariffs , MNT/m3 [Household Heating Tariffs , MNT/m2

2001

2010 2020

16



ENERGY SECTOR PROFIT AND LOSSES

After Tax Profit and Loss study of License Holder's Operations, million MNT

23,210.8
=0 11,209.9
= 2,590.0
. 7?0;2 = B 97185
/ e
(8.1) (2,159.1) I ' . (17,642.1)
-
- 18,535.5
N B—(22,903.9) (18,884:) - /535.5) (69,706.7)
(34,429.7) (7,414.8)
(37,423.5) (14,799.5)
(58,391.8) (6,575.6)
/ (15,682.7)
(82,246.5)
2001 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

UB City, Apartment and Public Entity Administration Department, Housing and Public Utility Companies /OCHAAK/

=== Thermal Plants which have licenses from ERC

= Ccentral Region RE Generation

mmm  Central Region License Holders, WRIPG, AUIPG, DRIPG, DzCHPP, BNTP, NTP

Total

Note:

The energy sector consumes 7.5 billion kWh (excluding Oyu Tolgoi's 1.3 billion kWh of imports) with operating costs of MNT 1.49 trillion, sales
revenue of MNT 1.4 trillion, and a loss of MNT 92.0 billion (excluding profits from RE sources). amount).

17



ENERGY SECTOR’S INCOME AND EXPENDITURE CHANGES

2001-2021

Operational Expenditure Change for Energy License Holders,

billion MNT
= Housing and Public Utility Companies /OCHAAK/
— 1,399.6
Apartment and Public Entity Administration Department 33.3
= Thermal Plants which have Licenses 2977 A 19.6
= Province Thermal Plants which have Licenses from ERC 209 109.5
— Cent/ Region License Holders, WRIPG, AUIPG, DRIPG, DZCHPP, BNTP, NTP — 2411'8 57.4
—&— Operational Revenue 960. '
862.7
[~
775.2/’0‘ 1,179.8
687.7/,0‘
1,113.8
960.6
. 775.2 862.7
549.1 '
89.3 g 352.1 3995 i | |
893 | | L | I O I A O A O O B
2001 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Compared to 16.3% 13.5% 14.2% 20.4% 252% 12.7% 11.3% 11.3% 15.9% 5.9%

Previous Year

Housing and Public Utility Companies /OCHAAK/

—
Apartment and Public Entity Administration Department
B3 Thermal Plants which have Licenses
EE Province Thermal Plants which have Licenses from ERC
— Cent/Region License Holders, WRIPG, AUIPG, DRIPG, DZCHPP,
* Operational Expenditure for License
Holders 758.1 i
679.5 o=
600.3 _e=0=
538.9 _e=
471.4 o=
328.7 3699 - 831.9
— 679.5 758.1
I"I | 5389 600.3 :
| 428.3 471.4 :
96.1/ 3287 369.9 :
e [ L] L AINENERS
2001 2010 2011 2012 2013 2014 2015 2016 2017 2018
:12.5% 15.8% 10.0% 14.3% 11.4% 13.2% 11.6% 9.7%

Compared to
Previous Year

Payment Changes for RE and Other Sources, billion MNT

564 95.7
342 432 :
g1 232 I:l
0.0 0.0 0.0 0.0 S = O 0O |;| L |
2001 2010 2011 2012 2013 2014 2015 2016 2017 2018
Comparedto  *00%  00%  00% 186.6% 47.2% 262% 30.7% 69.7%
Previous Y -
reviots ear Import Electricity Payment Changes,
billion MNT
77.2
56.6 70.7
L3 171 23.0 37.1 48.8 I:I 370 494 I:l |:|
P = =00 O W o O L L
2001 2010 2011 2012 2013 2014 2015 2016 2017 2018
Comparedto ~ #34.8% 610% 317% 159% = 336% 431% 92%
- . 0

Previous Year

1,126.1 -/ 271
N7

E=341
81.9
67.0

2019
10.8%

153.6

]

2019
60.5%

77.9

2019
0.9%

1,246.3

38.6
109.5

73.7

2020
8.3%

175.5

2020
14.2%

67.8

2020
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COAL PRICE REGULATION

Mine’s Coal Sales, thousand tons

Mine Names
20170n 20180H 20190 20200n HeErcentage
Baganuur 4,039.2 4,255.6 4,110.5 4,050.5 53.2% Coal Price Change, MNT/Tons
Shariin Gol 909.4 1,083.9 1,1285 1,003.9 13.2% 44,500
Shivee Ovoo 2,020.3 1,964.9 2,009.8 1,987.8 26.1% 38 500 40,500
Aduunchuluun 5264 533.6 568.7 571.4 75% 36,500 36,500 36,500
® 33,500 33,500

31,500

7,495.3 30,000 30,00
- 26,275 26,275 26,275 26,275 26,275

Ouc-yya 22,680 S ° ®
2017 oH 2018 oH 2019 oH 2020 oH O3MAX XyBb 18500 18200 18.200 20,500 20,500

27,500 29,500 29,500

Coal Consumption, thousand tons

29,060 29,060

27,060

24,560 24,710

ALC-4 TOXK 34624 33845 34955  3,583.1 50.7% ® ° 21,060 21.060 23,060
[ILIC-3 TOXK 12942 13315 13053  1,3406 19.0% . . 18,050 ’
[LIC-2 TOXK 2442 264.7 254.1 227.4 3.204 15,560 15,560
AL TxK SO e 13,960_13,960..13,960 12,600 12,600 12,600 12,600 12,600 12,600 12,600 12,600
. . . . . 0
8,584 8,584 9,600 9,600 9,600 9,600
ayauc 4359 375.7 346.7 4.9%
OOLC TOXK 400.3 400.2 4335 438.9 6.2%
BHIC TOXK 6.9 616 614 648 0.9% 2010 2010 2011 2011 2012 2013 2014 2015 2016 2016 2017 2018 2019 2020
HOC TexK 31.2 34.8 431 36.7 0.5% ==@== Baganuur ==@= Shariin gol ==g== Shivee-Ovoo Aduunchuluun
ALIC TOXK 125.4 189.6 229.8 250.2 3.5%
JB3XC TOXK 500.5 465.0 531.4 527.4 7.5%

6,438.9
According to the Energy Law, the price of fuel used for power generation:

In 2019, the coal price of “Baganuur” JSC was increased by 6.3 percent, the price of “Shivee-Ovoo” JSC was increased by 7.3 percent, and the price of “Shariin Gol” JSC
was increased by 5.1 percent.

In March 2020, the price of Shariin Gol JSC's coal was reviewed and increased by 9.9 percent. 19
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Energy Saving Policy and its Implementation
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LAW ON ENERGY SAVINGS AND IMPLEMENTATION

The law on Energy Saving was approved by the Parliament on November 26", 2015,

Government organization Professional Service Consumers

OBLIGATION, TARGET GROUP

INCENTIVE

» Government policy and law;
* Rules and regulation;
* Norm, standard.

* Designated Consumer
* Energy sector
* Industry sector
 Construction sector

Generation Distribution Consumption Generation Distribution Consumption
' | 60 w | '_
Incandescent E : ‘
Primary Energy/ : : bulbs Primary Energy/ : . > 6 led light
Coal 190 w, unit : : Coal 20W : i 1 w led lig

. Waste Heat, Waste Heat

Ener . 98%-58w . aste Heat,
Transforrggtion Me_lterlal Difference Energy . Material - 65%-3.9w
' Resistance Transformation Resistan
65%-124w 10%-6.6w 9.5 65%-12.4w i

10%-0.6w 21



LAW ON ENERGY SAVINGS AND IMPLEMENTATION / continued /

BY THE LAW ON ENERGY SAVINGS

Organize nationwide Implementation of state policies and legislation on energy savings, and There are

develop proposals to improve legal requlation; : :
P prop P g J 62 countries with energy

: : : . : : saving laws;
Identify and register designated consumers, receive data and reports, and provide professional g ’

51 countries with austerity

methodologies for energy saving activities; . _
policies and programs;

Energy Efficiency

To train and specialize energy auditors and energy saving managers, and to accredit professional y = :
Organization 56 countries;

energy saving organizations;

75 countries in cooperation
with ministries and other
organizations.

Develop information systems to save energy and to promote efficient consumption, advertise to the
public, and organize related activities

Savings calculated by designated consumers:

~ “ State Budget funded
197  Service and offices In the 2018 report: 51.7 million kWh or 8.5 billion MNT
[C)gf]'sgu”rﬁteerz Mining In the 2019 report: 67.7 million kwh or11.2 billion MNT
Light and Food Industry In the 2020 report: 98.1 million kwWh or16.2 billion MNT

* Heavy Industry
39

= Commercial

= Energy sector

22



LAW ON ENERGY SAVINGS AND IMPLEMENTATION / continued /

- Number of Energy Audit Energy Saving Managers
Buildings and facilities 74 46 9 19 14 68 60 24 34
Energy Consumers 89 48 9 32 14 81 80 73 44
Energy sector 34 31 9 1 14 34 30 32 34
Total 197 125 18 52 42 183 170 129 112

Out of 197 designated consumers , 183 which is 93 percent have appointed Energy Saving Managers. In
these organizations, 143 which is 73 percent have undergone energy audits, 11 have undergone
a second round of audits, and 42 are scheduled for 2022.
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Energy Regulatory Commission Development Strategy
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VISION:

It will be a trusted, specialized and leading organization for energy consumers and suppliers.

MISSION

Establish a regulatory system that supports reliable, efficient and environmentally friendly
energy technologies and activities aimed at ensuring the sustainable development of

Mongolia and the quality of life of its citizens.

MOTTO: Smart regulation - the future of development

OPERATIONAL PRINCIPLES :
1. To be independent
2. Respect the law

3. Be transparent

4. To be fair
5. Respect the consumer
6. Be professional

Strategic Plan 1:

3PYUM XYYHUA
30XULYYJTAX XOPOOHbI
CTPATErMWUH BAPUMT

BUYUr

2018-2021 oH

CTPATEru Teneeneree

ﬁ

IPIIM XYYHIA JOXHILY Y IAX XOPOOHM
10100l
I o [ e B - X7
Crpamonnin Sapaur Seor Samnax ryad

Openns xyoud Tyad xyyrwi © ayraap ayiowi §.1.23, 92 s, xacer, Spam
Ty J0OALYYPAX KOPOOWS RYDuAn 2 RYTaED Iy 2.1.8 A 38mTeE TS TYS
Yaachm Jpmem xyseonh ongyyrax xopoowoos TOTTOOX w:

1. Ope xyemh smegyynax xopoowd 20182021 ow yikn momraraa
CTpaTervi Gapwut Gunrwit ascpanTaap Garancyrai

2 Crparorei Gapunt Gt TYCracEs 300y YR XYPIOAE XOPA0HYYNX YA
WOV, XYDIX YD AW Xopoowd o1 Gypwin J0pWATOR TANSnereeNd yo
LATTRN33D TYCAN X0 YYTaHAr Axre ana T IprwGaspl-«q saavacyrai

oA P T e

SOOYYIAR ! %4‘ RBACCARXAH
|
J00AYIARY m ATVBLRTH

v

Ensuring the energy sector environment to operate according to the regulated, competitive market principles;

Strategic Plan 2: Regulating licensees operations based on the market
oriented approaches and provide activities focused results;

Strategic Plan 3: Increasing innovation, energy supply based on advanced technique & technology, improving

efficiency and benefits;

Strategic Plan 4: Adapting monitoring structure based on risks;

Strategic Plan 5: Becoming a specialized leader organization which is focused on knowledge and skills;

25



COMMISSION ADMINISTRATION, MANAGEMENT

The Commission implements management in the following ways in accordance with the 5th Development Strategy in order to create a skilled and creative
team and improve work performance. These include:

1. To develop human resources
based on knowledge, skills and
qualifications to implement the
goals and functions of the
Commission

To make all the internal activities of

the Commission electronic to
ensure its efficiency;

A total of 11 staff members of the Commission have been studying at universities in
Germany, Korea, China, Australia and the United States on master's programs in energy
and business administration with scholarships from these countries.

Special attention is paid to the development of staff qualifications, foreign language skills,
productivity and other skills to address the issues facing the sector and the Commission.

Internal system of commission meetings
Online commission meeting system

Electronic licensing system

Energy saving and audit system

Electronic consumer directory

Internal information and record keeping system
Commission's information website




“START THE CHANGE FROM OURSELVES*

THE REGULATORY COMMISSION'S ENERGY SAVING BUILDING

With the support of International
Organization, GlZ, UNDP, it became
the first government agency to use
energy-efficient, renewable energy.

BAPUINTBIH 3PYUM XYYHWUIA MIPYUNr33
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o, afuar YraanEaarap RYRar, cym: CyxGaara
#opea, Gar Bp X000 GAPHATIAN FYTaAp: an
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yayynam BoANT yryyRamT P
aaaaaaaaaaaa wur) kBT-uariin sn) %
-
e
[ A e 39 | 52|
6800
S%N-N0%
&=
..............
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Fapeim year: [ —— ¥rac

Fapamnras onrocon Bairyynnara:

T3pUAnTsa GIroooH 3pi
it Gairyynnarks noro
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» A solar panels that provides
40 percent of electricity
consumption

» Automatic heating control
system

» Ventilation system with heat
recirculation

» Complete LED lighting with
movement sensors

» Introductory room to promote
energy saving to the public

» 3 double glazed windows, 200
mm insulation
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RESEARCH AND COOPERATION

The Energy Regulatory Commission is cooperating with international organizations to operate independently and to implement licenses, tariffs,
electricity sales and purchase agreements, and energy saving policies.

Deutsche Gesellschaft
fir Internationale
Zusammenarbeit (GIZ) GmbH

ENERGY REGULATORS
REGIONAL ASSOCIATION

. “ Global
Green Growth
Institute

OTHER INTERNATIONAL
COOPERATION ORGANIZATIONS
AND PROGRAMS
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ENHANCING GROWING ENERGY CONSUMPTION

(Action Plan of the Government of Mongolia for 2020-2024 and National Medium Term Program 2018-2023)

Generation source New Power Transmission Lines

Generation Sources to be built newly

Uliastai —
1. Baganuur TPP (400 MW) Durgun —
2. Erdeneburen HPP (92 MW) Myangad BN - UB
3. Tavantolgoi PP (450 MW) 220 KV, 330 220KV, 118 BN-UK-ChB

Km Power km lines, 220 kV, 518
Transmission substations km lines,
Grid substation

Total Required Investment - 566 million USD

Expansions

1. Choibalsan TPP (50 MW)
2. Amgalan TPP (50 MW)

Total Required Investment - 47 million USD b /511 o ] T ] - & | Substation
3. CHPP #3 (75 MW) “Nid e e .~ P e 7 g ot expansion
_ B N i 220/110/35/

Total Required Investment - 90 million USD ) S e/ = L el S > oy 6 KV

4. New Furnace for CHPP #4 (500 Tons/ hour)
Total Required Investment — 72 million USD

Totally 774.6 million USD is required. i | BRI S aE o V. B Choir - SSh -
‘.\ i o 4 G A s A ZU

Taishir - NGRS 220 KV, 404 km
Esunbulag lines,
110 kV lines, T 220 kV, 178 substation

substation km lines,
substation
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FURTHER
ACTION
TO BE TAKEN

|

2

3
a4

Based on Mongolia's long-term development policy “Vision 2050”, “State Policy on Energy
Sector”, “State Energy Policy and Medium-Term National Program”, and regulated competitive
market, the energy sector will be developed as efficient, economical and environmentally
friendly, and uses smart technologies, and it needs to improve the level of software use and
cyber security;

Improve the financial and economic performance of the energy sector by creating a price and
tariff system that meets the appropriate level of actual costs and profits, creating savings by
regulating consumption, and implementing indexation;

Implement a methodology that allows pricing and indexing in the medium and long term based
on the principles of incentive-based regulation;

Introduce a “smart system” in the supply chain of electricity distribution networks, support it with
price and tariff policies to increase efficiency, reduce costs and ensure reliable operation;

To digitalize the regulatory activities of the Energy Regulatory Commission in order to make it

more transparent and efficient;

Support the improvement of corporate governance in the energy sector and the introduction of
internationally recognized strategies and new management tools;



FURTHER
ACTION
TO BE'TAKEN
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Calculate the structure, organization and staffing of energy companies based on norms and
standards and the required amount of sales revenue;

To ensure the independence of the activities of aimag and capital city regulatory councils

Create investment and financial resources to support energy saving, and create conditions for
the development of the ESCO market;

Implement a system of support and incentives for citizens, business entities and organizations
that have built energy-efficient buildings, manufacture and import machinery, equipment, goods
and materials, and have improved energy efficiency;

Improving the efficiency of energy end users through standard policies through the
iImplementation of energy consumption classification, grading and labeling mechanisms for
energy-efficient vehicles, equipment and household appliances;

In order to bring Mongolia's energy sector to a new level of development, it is urgent to build
new sources, fully support growing foreign consumption, and pursue a regulatory policy that
encourages foreign and domestic investment and attracts their interest;
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