Pursuant to Article 20, Paragraph 2 of the Energw L(“Official Gazette of
Montenegro”, No. 28/10), the Government of Montenegt its session held on the"29
of September 2011, has passed the following

DECREE

ON THE TARIFF SYSTEM FOR DETERMINING THE INCENTIVE PRICES
FOR ELECTRICITY PRODUCED FROM RENEWABLE ENERGY SOUC ES

AND HIGH EFFICIENCY COGENERATION

Scope
Article 1

This Decree shall regulate the tariff system faeimtive prices for electricity produced in
power plants using renewable energy sources ancemp@ants for high efficiency
cogeneration.

Meaning of Terms
Article 2

The terms used herein shall have the following nmegan

1)

2)

3)

4)

installed capacity means a sum of active capacities of all generatatlsn a
plant;

incentive prices means the purchase price that is paid to a predggoducer of
electricity in plants using renewable energy sosiroe power plants for high
efficiency cogeneration in accordance with a cantta purchase electricity;
produced electricity means electricity produced in power plants usemgewable
energy sources or power plants for high efficieaogeneration, measured on the
point of delivery to the electric power network;

system of power plants means all power plants using renewable energycesur
with individual measurement points at the exit wéry plant, which has one or
more common points of connection to the electriwgronetwork.

Incentive prices
Article 3

A producer shall be entitled to incentive pricesdtectricity produced if:

- the power plant using renewable power sourcegribotes to the fulfillment of
the national goal to use renewable power sourcesompliance with the
renewable power source usage and development pnpgra

- the power plant for high efficiency cogeneratiwas the capacities that are in
compliance with the program for usage and developnoé high efficiency
cogeneration and



- if the producer has obtained, for the given poplant, the status of privileged
producer in accordance with the regulation goverrire manner in which such
status is obtained and the rights of a privilegextipcer exercised.

Incentive prices for electricity produced in plantsusing renewable energy sources
Article 4

The incentive prices, expressed in c€/kWh, for teldty produced in plants using
renewable energy sources, and calculated on the bathe tariff system of incentive
prices for electricity produced in plants usingeeable energy sources and in plants for
high efficiency cogeneration (hereinafter: theftaystem), which constitutes an integral
part of this Decree, shall be as follows:

Wind farms 9.61
Power plants using biomass
from forestry and agriculture 13.71
from wood-processing industry 12.31
Power plants using solar energy
on buildings and engineering constangi 15.00Q
Power plants using solid waste 9.00
Power plants using waste gas 8.00
Power plants using biogas 15.00

Tariff items for determining incentive prices for dectricity produced in small
hydropower plants
Article 5

The incentive prices for electricity produced in aimhydropower plants shall be
calculated by tariff items, expressed in c€/kWhaatordance with the formulas from the
tariff system, and shall be as follows:

TS1 | for produced electricity of up to 3.0 GWh 10/44
TS2 | for produced electricity from 3.0 up to 15.0 BW 7.44
TS3 | for produced electricity of over 15.0 GWh 5/04

The tariff items referred to in Paragraph 1 of thiicle have been defined in accordance
with the tariff system.

The incentive prices for electricity produced israall hydropower plant that has been
built on the existing infrastructure (pipeline amddam) shall be calculated at the rate of
80% of tariff items from Paragraph 1 of this Arécl



Incentive prices for electricity produced in plantsfor high efficiency cogeneration
Article 6

The incentive prices, expressed in c€/kWh, for telgty produced in plants for high
efficiency cogeneration by installed capacity shallas follows:

Installed capacity of up to 1 MWe 10.00

Installed capacity from 1 MWe up to 5 MWe To becatdted using the
following formula:
10.00 / 055 x (P-1)

Installed capacity from 5 MWe up to 10 MWe 800

The letter P in the formula referred to in Parabrdpof this Article stands for the
installed capacity of a power plant expressed in&1W

The incentive prices from Paragraph 1 of this Aeticave been determined on the basis
of the tariff system.

Incentive prices for electricity produced in a recastructed plant
Article 7

The incentive prices for electricity produced inreconstructed plant that is using
renewable energy sources or a reconstructed partigh efficiency cogeneration shall
be obtained for the amount of electricity produped year exceeding the average volume
of annual electricity production reported duringe tive years that preceded the
reconstruction of the plant.

The incentive prices from Paragraph 1 of this Aetghall be 7,@€/kWh.

The incentive prices from Paragraph 1 of this Aetior reconstructed plants the annual
production of which being two times bigger than #@enual production of the plant
reported after its initial construction shall bécctated in accordance with Articles 4, 5
and 6 of this Decree.

Contract to purchase electricity and indexation ofincentive prices
Article 8

The mutual rights and liabilities of a producer whiifills the conditions set for the
entitlement to the incentive prices referred toAnticle 3 of this Decree and a market
operator shall be regulated by way of a contrapiut@hase electricity.

The incentive prices for electricity produced implant using renewable energy sources
and a plant for high efficiency cogeneration durihg period of time covered by such a
contract shall be revised annually in accordancth whe inflation indexes reported
during the previous year.



The revision of the incentive prices referred toFaragraph 2 of this Article for the
current year shall be done on the basis of thevetig formula:

Ctg=Cpg x(1+ipg)

Wherein:

Ctg - stands for incentive prices for the currenendhr year [c€/kWh];

Cpg - stands for incentive prices for the previougrdar year [c€/kWh] and

ipg — stands for inflation rate reported during thevres year by the public agency in
charge of statistics and expressed in percent&ges [

Payment of incentive prices and submission of data
Article 9

The incentive prices for electricity produced shwlpaid monthly by the market operator
to the privileged producer on the basis of a caetlicontract to purchase electricity.

Prior to the payment referred to in Paragraph thif Article, the privileged producer
shall submit to the market operator guaranteesiginofor the total electricity production
for which the incentive prices have been obtained.

The operator of the transmission, i.e. distributeystem shall submit to the market
operator data on electricity produced in a planwhich the energy undertaking has been
entitled to incentive prices by no later than tr Hay of the current month for the

previous month.

Payment of incentive prices for electricity producd in a system of plants
Article 10

The incentive prices for electricity produced insgstem of plants shall be paid
proportionally to the respective volumes of elextyi measured at the point of exit of
individual plants in the system.

Cessation of application
Article 11

After entry into force of this Decree, the Instioaton the methodology of calculation of
purchase price of electricity produced in small doybwer plants (“Official Gazette of

Montenegro“, No. 46/07) and the Rulebook on the hod@tlogy applied to the

calculation of purchase price of electricity proddan wind farms (“Official Gazette of

Montenegro“, No. 27/10) shall cease to apply.



Final provision
Article 12

This Decree shall enter into force on the eightf) @ay after its publication in the

“Official Gazette of Montenegro”.

Ref. no.: 03-9688
In Podgorica, 29 of September 2011
Government of Montenegro

Prime Minister
Dr Igor Lukst



ANNEX 1

The tariff system of incentive prices for the elecicity produced at
plants using renewable sources of energy and plaf@ high efficiency
cogeneration

The incentive prices for the electricity produceédhee plants using renewable sources of
energy and plants for high efficiency cogenerat{@) [c€/kWh]) is calculated on
grounds of tariff positions regarding realistic uret of investment costs (|,
[c€/kWh]), work and maintenance (& [c€/kWh]) and fuels (T&r [cE€/kWh]) as per
following formula:

C=TSNv + TSRO+ TSGOR

The tariff position for realistic return of invesémt costs is determined according to type

and classification of the plant using renewablergynesources or plants for high
efficiency cogeneration with application of theléoling formula:

tEKV 1_ 1

@a+i’

wherein:

I - the specific investment costs (includes costspi@paration of the technical
documentation, acquisition of necessary documettsis related to construction of
objects and equipment used at plants, infrastractic.) [cE/KW];

texv - annual work time at maximum power [h/year];
i - discount rate [%] and
T - period of contract duration on purchase otteieity [year].

The constant values at calculation of tariff itera discount rate, i = 8 % and duration
period of the contract on purchase of electricityz 12 years, while other values are
subject to changes depending type and classifitatithe plant.

The tariff item for work and maintenance represessessment into costs of work and
maintenance of the plant depending on type andsifilzetion of that plant and is
calculated according to the following formula:

_ Cro
TSro = "
EKV

wherein:
Cro - specific annual costs of work and maintenacé€&Wyear];



The tariff item for fuel represents costs for fhase of fuel necessary for work of
the plant depending of plant type.

The input value depending on type and classificatif the plant using renewable
energy sources or the high-efficiency cogenergpiant necessary for calculation of the
tariff items for realistic return of investment t®sand tariff items for work and
maintenance of the plant are shown in Table 1.

Table 1: Input values for calculation of the tariff item for realistic return of
investment and tariff item for work and maintenanceof the plant

Type off the plant | tecy Cro
[CEIKW] [hiyear] [C€/ kWyear]
Plants using renewable energy sources

Wind farms 140,000 2,300 3,500
Power plants using biomass

from forestry and agriculture 350,000 5,000 13,500

from wood-processing industry 350,000 5,000 13,500
Power plants using solar energy
on buildings and building 140,000 1,300 980
constructions
Power plants using solid waste 265,000 6,000 18,815
Power plants using gas from 185,000 6,000 17,482
waste
Power plants using biogas 420,000 5,700 29,400
Mini-hydro power plants - 220,000 3,300 5,260
Group 1
Mini-hydro power plants - 185,000 3,300 3,450
Group 2
Mini-hydro power plants - 140,000 3,150 2,850
Group 3

High efficiency cogeneration plants

Installed capacity below 1MW 250,000 6,000 17,000
Installed capacity from 5 to 10 MW 190,000 6,000 12,920

The values of the tariff items used for calculatadnncentive process set forth in Article
4 paragraph 1 of this Decree, which depend in type classification of the plant using
renewable energy source, are given in the followaie.



Table 2: Tariff items for calculation of the inceet price set forth in Article 4 of this

Decree
Type off the plant TSiwv TSro TScor
[cE/KWh] [cE/KWh] [cE/kWh]

Wind farms 8.08 1.52 0.00
Power plants using biomass

from forestry and agriculture 9.29 2.70 1.72

from wood-processing industry 9.29 2.70 1.72
Power plants using solar energy
on buildings and building 14.25 0.75 0.00
constructions
Power plants using solid waste 5.83 3.14 0.00
Power plants using gas from 4.64 3.36 0.00
waste
Power plants using biogas 9.78 5.16 0.06

The tariff items for mini hydropower plants (herater referred to as: MHP) defined

udner Article 5 of this Decree are calcuclated digio two-phase procedure. As per the
costs of the MHP construction, the siye, that sahed capacity and annual production,
the MHP are divided in three groups shown in tiidethelow.

Table 3: Gramework groups of MHP

Group Annual production of electricity
(GWh/year)
1 Upto 3.0
2 3.0+15.0
3 Over 15

The tariff items for calcuclation of the incesntipece per group are given hte following
table.
Table 4: Tariff items for calcuclation of the avgeaincesntive price per framework

group

Group TSw TSeo TSceor
[c€/kWh] [c€/kWh] [c€/kWh]
1 8.85 1.59 0.00
2 7.44 1.04 0.00
3 5.90 0.90 0.00

The average incentive prices calculated on growhdarif items set forth in Table 4 are
used for calculation of the final tariff items pgroups defined under Article 5 of this
Decree in accordance with the formula:



Esr,n xCPCn - n (Emax,n—l - Emax,n-z)xTSn-l
TS, = =

sr,n

max,n-1

wherein:

TS - final tariff item for the group n under Artickeof this Decree [c€/kWh];
Crcn - average incentive price of the electricity produeeth the use of MHP for the
group n calculated according to the tariff itemserdTable 4 [c€/kWh];

Esr,n - medium quantity of the electricity produced witle thse of MHP for the group n
during the yeafkWh/year] Esr,3= 25,5 GWh) and
Erans - maximum quantity of the electricity produced wilie use of MHP for the group
n during the yeafjkWh/year] Esr,3= 25,5 GWh)

The incentive prices for MHP expressed in c€/kWh ealculated according to tariff
items defined under Article 5 paragraph 1 of thiscize, with the application of the
following formula depending on the annual productad electricity E):

1. MHP with the annual generation of electricity beldy® GWh:
C=TS
2. MHP with the annual generation of electricity betwe3,0 and 15 GWh:
C = 30X10° xTS, + (E -30)x10°xTS,
E x10°

3. MHP with the annual generation of electricity exdieg 15 GWh

C = 30x10° TS, + (150-30)x10° xTS, +(E -150)x1¢° x TS,

Ex10°

The incentive prices for electricity produced a fHants for high efficiency cogeneration
defined udner Article 6 of this Decree are calctgdlaaccording to tariff items set forth in
Table 5 for the Group below Mwe of installed capaend Group of between 5 to 10
Mwe of the installed capacity, while the formulatéid in Article 6 paragraoh 1 of this
Decree is applied on medium Group of between 1Nwe of generating capacity.

Table 5: Tariff items for high efficiency cogeneraion plants

High efficiency TSy TSeo TSeor
cogeneration [c€/kWh] [c€/KWh] [c€/KWh]
Installed capacity 5.53 2.83 1.67
below 1 MWe
Installed capacity 4.20 2.15 1.67
between 5 to 10 MWe




